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KAILROADS. 


FRIDAY,  JANUARY  3,  1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  call  of  the  chairman,  at  room 
410,  Senate  Office  Building,  at  11  o'clock  a.  m..  Senator  Ellison  D. 
Smith  presiding. 

Present:  Senators  Smith  (chairman),  Pomerene,  Myers,  Saulsbury, 
Lewis,  Gore,  Underwood,  Cummins,  Townsend,  La  FoUette,  Poin- 
dexter,  McLean,  Watson,  and  Kellogg.  _ 

There  were  also  present:  Mr.  Danie'l  Willard,  president  of  the 
Baltimore  &  Ohio  Kailroad  Co.;  Alfred  P.  Thom,  general  counsel, 
railways  executives  committee;  S.  T.  Bledsoe,  general  counsel, 
Atchison,  Topeka  &  Santa  Fe  Railroad;  Howard  Elnot,  president  of 
the  New  YorK,  New  Haven  &  Hartford  Railway  Co.;  Bird  M.  Rob- 
inson, representing  the  American  Short  Line  Railroads;  S.  N.  Felton, 
president  of  the  Chicago  &  Great  Western  Railroad;  Sibert  L. 
Witman,  representing  the  Philadelphia  &  Reading  Railroad;  J. 
Kruttschnitt,  Southern  Pacific  lines;  Charles  E..Elmquist,  presi- 
dent National  Association  of  Railway  and  Utilities  Commissioners, 
Washington,  D.  C. ;  Glen  E.  Plumb,  representing  the  railway  brother- 
hoods, Chicago,  111.;  Richard  Waterman,  representing  the  Chamber 
of  Commerce  of  the  United  States,  Washington,  D.  C;  Clifford 
Thorne,  of  Iowa. 

The  Chairman.  The  committee  will  come  to  order.  We  have  met 
for  the  purpose  of  discussing  the  railroad  situation,  and  at  this  meet- 
ing particularly  with  reference  to  the  recommendation  made  by  the 
Director  General  of  Railroads  with  respect  to  the  five-year  tenure 
under  present  conditions. 

Mr.  McAdoo,  the  Director  General,  is  present,  and  the  committee 
would  like  to  have  him  state  whatever  facts  or  suggestions  he  sees 
proper  to  submit,  and  any  other  matters  pertaining  to  the  subject 
which  he  may  care  to  discuss. 

Senator  Cummins.  Mr.  Chairman,  is  it  understood  that  Mr.  McAdoo 
will  proceed  and  conclude  his  statement  without  interruption  ? 

The  Chairman.  That  is  entirely  with  him.  If  he  prefers  to  proceed 
and  conclude  his  statement  without  interruption  in  order  to  preserve 
the  continuity,  that  course  will  be  pursued. 

Director  General  McAdoo.  I  should  like  that  procedure  very  much, 
Mr.  Chairman. 

Senator  Cummins.  I  should,  myself,  prefer  to  hear  a  statement 
made  in  its  entirety  without  interruption. 

Director  General  McAdoo.  And  after  it  is  completed,  of  course  I 
shall  be  very  glad  to  answer  any  questions  that  mav  be  asked. 

The  Chairman.  Then  it  will  be  understood  that  the  Director  Gen- 
eral will  make  his  statement  without  interruption. 
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STATEMENT   OF  HON.  WILLIAM   G.  McADOO,  DIRECTOR 
GENERAL  OF  RAILROADS. 

Director  General  McAdoo.  Mr.  Chairman  and  gentlemen  of  the 
committee,  I  have  felt  that  it  would  be  useful,  perhaps,  if  I  gave  a 
general  outline  of  the  work  which  has  been  accomplished  in  the  past 
year  of  Federal  control,  and  then  to  follow  that  with  some  of  the 
reasons  why  I  feel  that  the  extension  of  the  period  of  Federal  control 
for  a  further  test  under  peace  conditions  would  be  wise  and  helpful. 

This  statement  has  been  prepared  under  very  great  pressure;  it  is 
longer  than  I  should  like  to  have  it,  but  the  subject  is  so  vast  and 
complex,  and  the  field  we  have  entered  into  in  the  past  year  is  so 
great  that  it  is  impossible  to  do  justice  to  it  in  a  brief  statement. 

To  review  the  results  of  the  past  year  of  Federal  control,  it  is  help- 
ful first  to  survey  the  railroad  conchtions  that  immediately  preceded 
that  control. 

(1)  For  several  years  railroads  in  seasons  of  heav;\^  business  had 
developed  conditions  of  transportation  stringency  similar  to  the  con- 
ditions of  financial  stringency  that  characterized  our  banking  situa- 
tion prior  to  the  passage  of  the  Federal  reserve  act,  but  the  periods 
of  transportation  stringency  were  even  more  frequent  and  more  pro- 
nounced. It  was  impracticable  for  the  scores  of  different  railroad 
companies  to  depart  from,  their  competitive  practices  and  join  in  a 
coordination  of  facilities  and  effort  so  as  to.  meet  the  traffic  demand 
made  upon  them  and  enable  them  to  handle  their  "peak  load"  suc- 
cessfully. These  competitive  rivalries  prevented  any  sort  of  central 
control  of  the  traffic  itself.  Therefore  it  was  impossible  to  stop  the 
loading  of  traffic  which  could  not  be  promptly  disposed  of  at  desti- 
nation, or  to  encourage  movement  to  destmations  where  the  traffic 
could  be  promptly  handled.  To  an  important  extent  there  was  in- 
adequacy of  terminal  facilities  and  a  serious  lack  of  coordination  and 
use  of  those  in  existence.  In  the  fall  of  1916  the  transportation 
stringency  reached  such  a  point  that  traffic  was  almost  paralyzed 
through  inability  to  dispose  of  it  at  destination.  In  the  fall  of  1917, 
despite  strenuous  efforts,  and  yet  under  a  larger  degree  of  coordina- 
tion than  had  ever  before  been  attempted,  to  prevent  such  a  situa- 
tion, a  paralysis  of  the  transportation  situation  again  occurred 
These  conditions  were  most  aggravated  in  the  territory  east  of 
Chicago  and  St.  Louis  and  north  of  the  Ohio  and  Potomac  Rivers, 
but  the  acute  conditions  in  this  territory  reacted  unfavorably  on  thn 
transportation  situation  throughout  the  rest  of  the  country^,  dam- 
ming up  the  traffic  on  connecting  lines  and  producing  congestion  and 
distress  throughout  the  country. 

The  seriousness  of  the  situation  is  shown  by  the  fact  that  on  Jan- 
uary 1,  1918,  there  were  reported  on  all  roads  a  total  of  nearly  145.000 
cars  accumulated  on  account  of  the  congestion  which  prevailed  in 
the  territory  east  of  Chicago  and  St.  Louis  and  north  of  the  Ohio  and 
Potomac  in  excess  of  the  normal  movement. 

Very  serious  conditions  of  car  shortage  existed  both  in  the  fall  of 
1916  and  in  the  fall  of  1917.  In  1916  the  situation  became  so  critical 
that  a  special  investigation  was  inaugurated  by  the  Interstate  Com- 
merce Commission,  with  the  result  that  under  date  of  December  28. 
1916,  Commissioner  McChord  made  a  re])ort  in  which  he  stated  that 
"in  some  territories  the  railroads  have  furnished  but  a  small  part  of 
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the  cars  necessary  for  the  transportation  of  staple  articles  of  com- 
merce, such  as  coal,  grain,  lumber,  fruits,  and  vegetables."    He  added : 

In  consquence  mills  have  shut  down,  prices  have  advanced,  perishable  articles  of 
great  value  have  been  destroyed,  and  hundreds  of  carloads  of  food  products  have  been 
delayed  in  reaching  their  natural  markets.  In  other  territories  there  have  been  so 
many  cars  on  the  lines  of  the  carriers  and  in  their  terminals,  that  transportation  service 
has  been  thrown  into  unprecedented  confusion,  long  delays  in  transportation  have 
been  the  rule  rather  than  the  exception,  and  the  operation  of  established  industrial 
activities  has  been  uncertain  and  difficult. 

In  its  report  of  December  1,  1916,  the  Interstate  Commerce  Com- 
mission, after  reviewing  the  car  shortage  situation  in  detail  (this  was 
a  year  prior  to  Government  control)  and  telling  of  investigations  into 
conditions  at  widely  separated  points,  said: 

Substantially  all  told  the  same  story  of  failure  of  transportation  facilities  and  resulting 
embarrassment  and  losses.  It  abundantly  appeared  that  the  movement  of  loaded  cars 
was  in  the  main  and  on  the  whole  very  slow.  The  time  of  movement  of  grain  from 
Iowa  points  to  Chicago  was  shown  to  be  as  slow  as  2  days  and  as  high  as  25  days,  the 
greater  part  taking  from  4  to  8  days.  Serious  delays  to  loaded  cars  in  switching 
to  points  of  unloading  at  large  terminals  and  in  passing  through  such  terminals  out  to 
other  cities,  explained  much  of  the  failure  in  car  service. 

I  need  not  recount  the  various  expedients  adopted  by  the  railroads 
under  private  control  to  bring  order  out  of  the  railroad  chaos,  none  cf 
which  was  adecjuate  or  successful.  The  railroad  executives  of  the 
country  tried  valiently  during  1917  to  solve  the  problem.  Most  of 
them  patriotically  sought  to  find  means  of  keeping  the  transportation 
SA^stem  functioning.  Competitive  and  private  control,  however,  were 
unec^ual  to  the  task. 

(2)  The  great  movement,  of  traffic  overseas  without  satisfactory 
coordination  of  rail  and  ocean  transport,  the  heavy  building  opera- 
tions in  the  way  of  construction  of  cantonments,  shipbuilding  plants, 
storage  depots,  munitions  plants,  etc.,  the  transfer  to  war  activities 
of  the  ships  and  tugs  of  the  coastwise  service,  thereby  throwing  still 
another  new  burden  on  the  railroads,  the  increasing  and  exacting 
movement  of  troops — all  these  operated  to  accentuate  difficulties  and 
develop  the  grave  weaki^besses  inherent  in  the  uncoordinated  competi- 
tive activities  of  all  the  different  railroad  companies. 

(3)  These  difficulties  were  further  accentuated  by  inability  to  get 
promptlv  new  locomotives  which  had  been  ordered  (but  which  could 
not  be  delivered  because  much  of  the  locomotive  output  was  being 
devoted  to  our  allies)  and  to  an  entire  absence  of  any  locomotives  in 
the  reserves  of  the  railroad  companies. 

Many  lines  had  entirely  inadequate  facilities  for  repairing  the  locomo- 
tives they  own.  This  is  shown  by  the  fact  that  up  to  December  14,  the 
total  number  of  locomotives  sent  to  other  line  shops  for  repairs  were 
2,220.  For  instance,  423  locomotives  of  the  Baltimore  &  Ohio  were  re- 
paired in  the  shops  of  other  hues,  while  Baltimore  &  Ohio  shops  repaired 
only  24  locomotives  belonging'  to  other  lines,  leaving  the  net  assistance 
received  by  the  Baltimore  &  Ohio  399  locomotives;  201  locomotives  of 
the  Pennsylvania  Lines  West  were  repaired  in  other  line  shops,  while 
the  shops  of  the  Pennsylvania  Lines  ^^  est  re])aired  only  25  locomotives 
belonging  to  other  lines,  leaving  the  net  assistance  received  by  the 
Penns3'lvania  Lines  West,  146  locomotives;  36  locomotives  of  the 
Central  Railroad  of  New  Jersey  were  repaired  in  other  line  shops, 
whereas  the}'  repaired  no  locomotives  of  otlier  lines. 

Prior  to  Federal  control  the  railroads  had  voluntarily  transferred 
into  the  congested  eastern  territory  107  engines  from  the  West  and 
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South.  In  addition,  the  Raih'oad  Administration  i-elooated  215  loco- 
motives already  in  the  East.  This  ability  to  place  locomotives 
promptly  wliere  they  were  most  needed  regardless  of  the  interest  of 
any  jiarticuhar  hne  greatly  assisted  in  bringing  order  out  of  chaos. 

Notwithstanding  the  tonnage  handled  during  the  3'ear,  which  has 
l)een  the  heaviest  ever  known,  there  are  now  stored,  in  good  condi- 
tion, and  ready  for  winter  service,  1,189  locomotives,  while  one  year 
ago  there  was  not  a  single  serviceable  locomotive  in  storage.  This 
improved  condition  has  been  due  largely  to  the  coordination  of  shop 
work,  which  has  resulted  in  an  average  increase  of  20.93  per  cent 
each  week  in  the  number  of  locomotives  receiving  classified  repairs. 
(4)  The  relations  with  labor  were  of  the  most  unsatisfactory  and 
threatening  character.  The  cost  of  living  had  greatly  increased. 
Insistent  demands  were  urged  by  railroad  labor  for  corresponding 
increase  in  wages.  There  was  no  method  for  an  amicable  adjust- 
ment of  labor  disputes.  To  a  large  extent  there  appeared  to  be  a 
lack  of  confidence  on  the  part  of  labor  in  the  management  of  the  rail- 
road companies  if  not  an  actual  hostility  thereto.  There  was  immi- 
nent prospect  of  the  most  serious  strikes  that  had  ever  tlireatened 
the  railroad  situation. 

Senator  Lewis.  Mr.  Director  General,  if  I  do  not  interrupt  you, 
may  I  ask,  since  you  have  made  that  statement,  if  the  demand  for 
increase  in  wages  did  not  arise  only  after  we  came  into  control  of  the 
roads,  but  had  it  not  been  constantly  existing  as  against  the  railroads 
then  when  we  took  charge  of  them  ? 

Director  General  McAdoo.  Yes,  sir;  I  was  describing  the  situation. 

.  The  Chairman.  Senator,  before  you  came  in,  the  committee  had 

made  an  agreement  that  the  Director  General  should  proceed  with 

his  statement  without  interruption  and  then  when  he  had  concluded 

questions  might  be  asked. 

*  Director  General  McAdoo.  I  am  describing  conditions  as  they  ex- 
isted at  the  time  of  Federal  control,  and  those  were  the  labor  conditions 
at  that  time. 

Senator  Lewis.  I  apologize  for  the  interruption. 
Director  General  McAdoo.  (5)  The  financial  situation  of  some  of 
the  railroad  companies  was  precarious.  The  rapid  increase  in  operat- 
ing costs,  due  to  increased  prices  of  materials  and  supplies  and  the 
increased  expense  of  operating  under  the  conditions  of  transportation 
stringency,  were  threatening  to  impair  the  abilitv  of  rnanv  railroad 
companies  to  meet  their  interest  and  dividends,  so  that  the  railroad 
plight  was  a  serious  menace  to  the  general  financial  situation.  Even 
if  railroad  credit  had  been  at  its  best  instead  of  at  its  poorest,  it  would 
have  been  difficult  at  the  time  to  raise  funds  for  urgently  needed 
capital  expenditures  because  of  the  credit  demand  of  the  Government 
and  the  high  rates  prevailing  for  money. 

(6)  The  country  was  at  war.  Its  industrial  power  was  being  turned 
into  war  channels.  The  volume  of  traffic  to  be  transported  for  war 
purposes  was  steadily  growing  and  f)romised  to  keej)  growing  to  a 
degree  which  could  not  be  foreseen.  The  Nation's  success  in  the  \yar 
was  largely  dependent  upon  the  transportation  machine  functioning 
with  an  efficiency  surpassing  anything  which  had  ever  been  known 
in  the  past.  Yet  all  the  factors  were  rapidly  converging  to  produce 
a  prolonged  and  serious  transportation  paralysis. 
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For  theso  reasons  the  President  took  possession  and  control  of  the 
railroads  on  December  28,  1917. 

Simultaneously  with  his  proclamation  the  country  entered  upon 
10  weeks  of  the  worst  winter  that  had  ever  been  known  and  trans- 
portation which  before  was  slowing  down  in  an  alarming  way  was 
confronted  with  the  danger  of  almost  complete  stoppage. 

These  were  the  conditions  under  which  the  United  States  Railroad 
Administration  began  its  work. 

CONDITIONS  UNDER  GOVERNMENT  CONTROL. 

The  principal  railways  and  transportation  systems  of  the  country 
have  now  been  under  the  control  of  the  Government  for  one  year,  a 
year  marked  by  the  participation  of  the  United  States  in  the  greatest 
war  in  history,  a  year*  in  which  the  railroads  were  required  to  carry  a 
greater  burden  both  of  freight  and  of  passenger  traffic  than  ever 
before  in  their  history,  a  year  which  began  with  terrific  blizzards  and 
an  alarming  coal  shortage,  a  year  in  which  enormous  amounts  of 
foodstuffs  and  other  supplies  had  to  be  transported  through  the 
United  States  to  the  seaboard  for  shipment  abroad,  a  year  in  which 
an  army  of  millions  of  men  had  to  be  transported  from  their  homes 
to  camps  and  cantonments  and  then  to  the  seaboard  in  order  that 
they  might  take  their  places  on  the  battlefields  of  France  and 
Belgium. 

The  year  is  now  behind  us.  In  the  last  few  months  there  has  been 
jin  entire  absence  of  any  transportation  stringency,  although  the 
traffic  carried  was  the  heaviest  of  even  this  unprecedented  year. 
The  contrast  between  transportation  conditions  during  the  autumn 
just  passed  and  the  autumns  of  1916  and  1917  is  marked. 

I  snail  recount  some  of  the  things  that  have  been  accomplished. 

THE  MOVEMENT  OF  TROOPS. 

From  January  1,  1916,  to  November  10,  1918,  a  total  of  6,496,150 
troops  were  moved  over  the  American  railways,  4,038,918  having  been 
transported  on  special  trains.  These  movements  required  a  total  of 
193,002  cars  of  all  types  including  167,232  coaches  for  draft  and 
regular  train  movements.  These  troops  were  transported  in  com- 
parative freedom  from  accident,  due  largely  to  the  steadfast  inain- 
tenance  of  a  reasonable  rate  of  speed. 

To  insure  proper  care  and  orderly  movement  of  the  immense  body 
of  men  comprising  the  American  Army  and  Navy,  a  special  organiza- 
tion has  been  built  up,  includmg  a  railroad  representative  stationed 
at  the  office  of  each  State  adjutant  general  to  cooperate  in  the  trans- 
portation of  drafted  men,  a  man  in  charge  of  troop  movements  on 
each  ])rincipal  railroad,  and  a  central  organization  under  the  Rail- 
road Administration  in  Washington. 

An  average  of  12.2  cars  per  train  were  used  in  the  movement  of 
troops  and  the  speed  was  kept  down  to  an  average  of  20  miles  per 
hour.     The  spedial  troop  trains  averaged  443  men. 

To  allow  soldiers  and  saOors  on  leave  to  visit  their  families  at  home, 
the  Railroad  Administration  put  into  effect  a  special  rate  of  1  cent 
a  mile  for  men  on  furlough,  an  accommodation  which  added  to 
morale  and  permitted  many  soldiers  and  sailors  who  otherwise  could 
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not  have  afforded  it  to  see  their  loved  ones,  A  special  rate  of  75  cents 
for  meals  costing  civilians  $1  and  $1.25  was  made  for  soldiers  and  sail- 
ors. No  certificates  were  required  for  such  meals,  the  uniform  of  a 
soldier  or  sailor  being  all  that  was  necessary. 

After  the  signing  of  the  armstice  and  the  beginning  of  demobiliza- 
tion an  effort  was  made  to  have  the  War  Department  to  discharge 
the  men  at  their  homes,  but  this  plan  having  been  rejected,  and  the 
travel  and  sustenance  allowance  fixed  by  Congress  having  been  lim- 
ited to  3^  cents  a  mile,  the  Railroad  Administration  continued  the  75- 
cent  meal  for  discharged  soldiers  and  sailors  and  allowed  them  a 
reduced  rate  of  2  cents  per  mile,  while  returning  home. 

Hardly  had  the  movement  of  troops  overseas  gotten  well  under 
way  before  the  armistice  was  signed  with  the  central  powers,  and 
the  work  of  demobilizing  was  begun.  It  is  estimated  that  to  demo- 
bilize troops  under  arms  will  involve  the  transportation  of  not  less 
than  7,250,000  men  for  the  creation  of  the  Army  and  the  sending  of 
approximately  2,000,000  men  to  the  points  of  embarkation  involved 
the  movement  of  8,700,000. 

At  the  peak  of  the  activities  incident  to  the  prosecution  of  the  war, 
it  was  necessary  to  provide  for  the  daily  movement  to  and  from 
industrial  plants  and  camps  of  205,587  persons  in  each  direction. 
To  perform  this  work,  2,319  passenger  equipment  cars  were  in  daily 
use. 

MOVEMENT  OF  FOOD  TO  EUROPE. 

The  food  situation  in  the  allied  countries  of  Europe  became  ex- 
tremely critical  in  February  last,  representations  being  made  by  Great 
Britain,  France,  and  Italy  that  unless  the  program  of  food  deliveries 
promised  by  the  Food  Administration  was  kept  pace  with,  Germany 
and  her  associates  inevitably  would  win  the  war.  While  the  facts 
could  not  be  told  at  the  time  because  of  the  possible  effect  on  the 
morale  of  the  nations  fighting  the  central  powers,  it  was  nevertheless 
true  that  according  to  official  word  received  from  the  entente  allies, 
the  outcome  of  the  war  depended  upon  the  ability  of  the  American 
railways  to  transport  sufficient  supplies  of  foodstuffs  to  the  Atlantic 
seaboard  for  shipment  abroad.  This  problem  was  met.  It  was  no 
time  for  half-way  measures.  The  safety  of  the  world  hung  in  the 
balance.  Empty  box  cars  were  rushed  from  all  portions  of  the  east, 
south,  to  the  southwestern  grain  States.  Conflicting  traffic  of  all 
kinds  was  held  up.  Every  facility  of  the  Railroad  Administration 
and  of  the  railroads  under  its  jurisdiction  was  thrown  into  the  balance. 
Officials  and  employees  worked  day  and  night.  The  result  was  mag- 
nificent. By  March  15,  the  vessel  capacity  of  the  allies  had  been 
satisfied  and  there  was  available  at  North  Atlantic  ports  an  excess 
on  wheels  of  6,318  carloads  of  foodstuffs  exclusive  of  grain  on  cars 
and  in  elevators. 

Since  that  time  there  has  never  been  any  danger  of  the  American 
railways  failing  to  transport  the  necessary  amount  of  food  supplies 
for  Europe.  It  perhaps  is  not  too  much  to  say  that  this  was  one  of 
the  turning  points  of  the  war. 

In  the  period  from  July  to  November,  1918,  135,000  more  cars  of 
grain  were  handled  than  in  the  same  months  of  1917,  thus  demon- 
strating the  enormous  extra  strain  placed  upon  the  railroads  b}^  thi.-' 
one  item  alone. 
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COAL. 

Another  critical  situation  which  faced  the  railroads  during  the  year 
just  passed  and  was  met  had  to  do  with  the  coal  sup|:)ly.  Constant 
predictions  have  been  made  that  the  railroads  would  not  function 
sufficiently  to  transport  enough  coal  to  supply  the  Nation's  needs; 
these  predictions  have  not  been  realized.  New  England's  demands 
have  been  met,  and  28,153,317  tons,  the  largest  tonnage  of  coal  ever 
known,  has  been  moved  to  the  Lake  Erie  ports  and  transported  to 
the  Northwest.  In  1917  only  26,826,000  tons  were  moved  over  this 
route;  in  1916  only  24,692,000  tons,  and  in  1915  only  21,507,000  tons. 
The  contrast,  you  will  observe,  between  1915  and  1918  is  a  difference 
of  over  7,000,000  tons  transported  to  the  Northwest. 

Some  indication  of  the  freight  traffic  problems  facing  the  railroads 
in  the  year  just  passed  may  be  gained  from  the  fact  that  there  was  a 
net  increase  of  741,666  cars,  or  approximately  37,083,300  tons  of 
bituminous  coal  loaded  during  the  10  months  ending  October  31, 
1918,  as  compared  with  the  same  ten  months  in  1917. 

Senator  Gore.  Will  you  kindly  state  that  again? 

Director  General  McAdoo.  There  was  a  net  increase  of  741,666  cars 
or  approximately  37,083,300  tons  of  bituminous  coal  loaded  dm^ing 
the  10  months  ending  October  31,  1918,  as  compared  with  the  same 
ten  months  in  1917.  This  increase  was  achieved  despite  the  fact 
that  the  severe  weather  conditions  prevailing  in  January,  1918,  re- 
sulted in  a  decreased  production,  due  largely  to  car  supply,  of  65,594 
carloads.  The  severe  weather  conditions  continued  throughout 
February  and  part  of  March,  but  nevertheless  the  railroads  recovered 
themselves  and  in  February,  1918,  loaded  an  increase  of  24,366  cars 
of  bituminous  coal  over  February,  1917. 

MOVEMENT    OF    OTHER    ESSENTIAL    SUPPLIES, 

At  the  same  time  special  attention  was  being  given  to  the  move- 
ment of  fruits,  of  cotton,  of  oil,  of  iron,  and  of  the  other  principal 
products  of  the  farms,  the  factories  and  the  mines  of  America, 
Wherever  necessary,  special  trains  were  utilized  to  transport  these 
staple  articles,  and  other  methods  were  made  available  which  re- 
sulted in  fully  meeting  the  situation. 

I  want  to  cite  an  instance  that  is  very  striking.  In  April  conditions 
were  chaotic  in  the  oil  industry  and  a  great  many  of  the  refineries 
in  the  mid-continental  fields  in  particular  were  shut  down  or  only 
partially  operating  on  account  of  shortage  of  equipment.  The  Rail- 
road Administration  arranged  to  consolidate  oil  shipments  into  train 
loads,  symbol  it,  and  move  it  thi'ough  to  destination  or  breaking 
point  in  solid  train  loads.  So  effective  were  these  measures  that 
Ml-.  W.  E.  MacEwen,  chairman  of  the  transportation  committee 
of  the  Western  Petroleum  Refiners  Association,  voluntarily  wrote  on 
December  16,  1918,  as  follows: 

Without  going  into  the  details  of  the  matter,  it  suffices  to  say  that  within  30  days 
there  was  such  an  improvement  that  from  that  time  on  there  was  never  a  shortage  of 
tank  cars  in  the  oil  industry  in  the  western  field.  There  never  was  a  demand  made 
upon  the  western  oil  industry  that  they  were  not  able  to  meet  so  far  as  transportation 
facilities  were  concerned.  There  never  was  a  time  that  there  was  not  at  least  a  day 
and  a  half's  loading  of  cars  on  hand.  During  the  first  10  months  of  the  year  there 
was  loaded  from  the  Mid-Continent  field  256,082  cars 
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Senator  Gore.  How  many? 
Director  General  McAdoo.  256,082. 

compared  with  200,603  cars  for  the  same  period  of  19]  7,  an  increase  of  55,479  cars, 
with  practically  no  increase  in  the  amount  of  equipment.  From  April  20  to  November 
30,  inclusive,  there  was  loaded  from  the  Mid-Continent  field  a  total  of  3,585  solid 
trains  of  oil,  containing  100,530  cars. 

In  the  mouth  of  January  the  mileage  per  car  per  day  on  tank  cars  of  western  refiners 
was  26.1(5;  in  June,  50.27;  and  in  September,  58.4;  an  increase  of  100  per  cent  in  the 
mileage  performance.  What  was  accomplished  in  the  oil  industry  is  one  of  the  most 
concrete  illustrations  in  the  history  of  railroading  of  the  economic  gain  by  the  cooper- 
ation between  the  shipping  public  and  the  railroads. 

That  is  the  end  of  Mr.  MacEwen's  letter.  I  may  say  that  at 
about  that  time  the  conditions  in  the  oil  industry  were  so  acute 
that  great  pressure  was  brought  on  the  Railroad  Administration  to 
place  immediately  a  large  order  for  additional  tank  cars.  It  would 
have  ])een  impossible  to  get  them  quickly.  Steel  was  demanded 
for  the  allies  to  such  an  extent,  and  lor  our  own  needs,  that  it  was 
impossible  to  devote  any  considerable  amount  of  steel  to  the  con- 
struction of  equipment.  We  took  over  the  control  of  all  tank  cars 
of  the  country,  and  by  consolidating  their  usefulness  and  operating 
them  through  one  control  we  accomplished  these  results  without 
the  purchase  of  additional  equipment. 

In  order  to  furnish  the  public  a  medium  for  communicating  di- 
rectly with  the  Railroad  Administration  concerning  bad  service,  the 
Bureau  for  Suggestions  and  Complaints  was  established  with  very 
helpful  results.  Many  constructive  criticisms  have  been  received 
and  acted  on.  A  total  of  1,328  commendations  and  714  complaints 
of  individual  discourtesy  or  incompetence  have  been  received  during 
the  16  weeks  since  the  formation  of  the  bureau  to  December  24, 
1918.  The  commendations  have  outnumbered  the  complaints  al- 
most two  to  one.  This  in  itself  is  a  tribute  to  the  railroad  employees 
of  the  Nation,  Other  letters  have  been  received  calling  attention 
to  "organic"  defects  in  railroad  service.  A  sharp  decrease  in  the 
number  of  complaints  has  marked  the  return  of  peace  and  tlie  conse- 
quent improvement  of  service. 

PROPERTY    PROTECTION. 

Promptly  after  the  inauguration  of  Federal  control,  attention  was 
directed  toward  minimizing  the  enormous  drain  upon  railroad 
revenues  as  a  result  of  loss,  as  well  as  damage  to  freight,  and  the  ac- 
tivities of  thieves.  When  this  work  was  begun,  it  was  found  that 
shipments  of  aU  kinds  were  being  tampered  with  and  stolen.  Goods 
of  all  kinds  were  taken,  even  Army  supplies,  Red  Cross  shipments, 
and  Belgian  relief  shipments.  Wliile  there  are  not  available  authentic 
statistics  as  to  the  volume  of  thefts  from  carriers  in  recent  years, 
for  1914  carriers  reported  to  the  Interstate  Commerce  Commission, 
a  total  of  $10,310,780.41  of  thefts  of  merchandise  from  cars  and 
terminals,  including  concealed  and  unlocated  losses.  The  principal 
thefts  have  been  of  four  classes: 

(1)  Thefts  of  merchandise  from  cars  and  terminals. 

(2)  Thefts  of  tools,  machinery,  appliances,  brasses,  etc. 

(3)  Padded  pay  roUs. 

(4)  Embezzlements. 


EXTENSION    OF   GOVERNMENT    CONTEOL   OF   EAILROADS.  11 

The  following  statistics  reflect  tlie  activities,  as  far  as  i-eported  to 
the  Railroad  Administration,  of  the  ])olicc  agencies  of  the  carriers 
under  the  direction  of  the  Railroad  Administration  for  April  1,  191S, 
to  Decern  her  1,  1918: 

Arrests  for  thefts 10,  530 

Con\acted 8,  069 

Pending 2,  075 

Employees  arrested 3,  241 

Value  of  goods  recovered $667,  578.  54 

Number  of  sentences  imposed  of  one  year  or  over 1,  095 

Fines  imposed $150,  509.  63 

ECONOMIES, 

During  the  war  period,  essential  w^ar  necessities  had  to  he  met 
regardless  of  cost.  In  peace  time,  naturally,  one  of  the  chief  aims 
of  railroad  operation  should  be  the  saving  of  money.  But  even 
though  expense  could  not  be  made  the  first  consideration  during  the 
war,  strict  attention  was  given  to  this  point,  and  orders  were  issued 
to  effect  savings  wherever  possible  without  interfering  with  the  war 
program.  Many  of  the  economies  brought  about,  such  as  rerouting, 
common  use  of  terminals,  etc.,  will  be  reflected  but  slightly  in  the 
operating  income  accounts  of  the  carriers  for  the  year  1918;  that  is, 
this  past  year.  They  will  appear  fully  in  the  statements  for  the  year 
1919.  Nevertheless,  reports  so  far  received  from  five  of  the  seven 
regions  show  that  on  a  group  of  selected  principal  items,  savings 
totaling  $85,576,424.71  have  been  effected  in  the  period  from  Decem- 
ber 31,  1917,  to  December  31,  1918.  Reports  from  the  two  remaining 
regions  are  not  yet  available. 

The  specific  items  which  produced  this  saving  include  the  unifica- 
tion of  terminals  and  stations,  the  elimination  of  passenger  service, 
reductions  in  organizations,   and  miscellaneous  economies. 

Equipment  has  been  saved  by  the  elimination  of  nonessential 
passenger  trains;  by  thg  common  use  of  freight  cars;  the  common  use 
of  repair  shops.  I  want  to' emphasize  the  common  use  of  freight 
cars  and  the  common  use  of  repair  shops;  the  emergency  use  of  the 
Pennsylvania  Hudson  River  tubes  for  the  movement  of  anthracite 
coal  from  the  Jersey  terminals  to  Long  Island,  a  step  which  could 
not  have  been  taken  under  private  control,  merely  an  emergency 
use;  the  introduction  of  the  coal-zone  plan  in  cooperation  with  the 
Fuel  Administration,  which  resulted  in  the  saving  of  car-miles  and 
permitted  the  production  and  transportation  of  several  million  tons 
more  coal  than  would  otherwise  have  been  possible;  the  utilization  of 
the  Cape  Cod  Canal  for  the  transportation  of  coal  to  New  England; 
the  operation  of  locomotives  under  steam  from  factories  to  the  point 
of  deliver}',  instead  of  hauling  them  as  dead  freight  in  the  past;  the 
introduction  of  the  "sailing-day  plan"  for  less  than  carload  freight; 
the  establishment  of  special  organizations  to  handle  refrigerator 
and  tank  cars,  and  the  elimination  of  circuitous  routes. 

During  the  first  7  months  of  Federal  control  alone  an  aggregate 
of  21,000,000  passenger  train-miles  a  year  was  done  away  with  in  the 
territory  west  of  Chicago  and  the  Mississippi  River,  while  in  the 
eastern  territory  26,420,000  passenger  train-miles  were  eliminated. 
Without  this  saving  in  motive  powder  and  equipment  the  moving  of 
millions  of  troops  could  not  have  been  achieved  successfully. 
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UNIFICATION    OF    TERMINALS. 

It  having  been  shown  that  bad  terminal  conditions  were  proving 
a  serious  handicap  to  the  necessary  transportation  business,  terminal 
managers  were  appointed  at  the  larger  terminals  with  jurisdiction 
over  the  facilities  of  all  lines.  Successful  efforts  have  been  made  to 
route  freight  so  as  to  arrive  at  the  specific  terminal  where  it  was  to 
be  disposed  of.  Interchange  switching  in  terminals  has  been  largely 
eliminated.  The  report  on  operations  and  the  reports  of  the  various 
regional  directors  will  give  in  detail  what  has  been  accomplished  in 
this  respect,  but  it  is  worth  noting  at  this  point  that  at  the  Chicago 
terminals  it  has  been  the  practice  in  the  past  to  reconsign  practically 
all  coal  after  arrival.  Under  Federal  control,  as  a  result  of  coopera- 
tion with  producers,  66  per  cent  of  the  coal  arriving  in  Chicago 
during  August  was  consigned  directly  to  consumers  from  the  mines, 
and  cross  hauling  between  terminal  lines  was  greatly  reduced  through 
the  same  cooperation. 

Marked  convenience  to  the  pubhc  resulted  from  the  utilization  of 
the  Pennsylvania  Station  at  New  York  by  the  Baltimore  &  Ohio 
and  Lehigh  Valley  passenger  trains.  I  am  citing  these  two  instances 
only  to  illustrate  the  effectiveness  of  the  plan  adopted. 

SOLID    TRAINS. 

In  order  to  meet  the  extraordinarj^  war  demand,  and  rush  food  and 
other  supplies  through  to  destination,  arrangements  were  made 
early  in  the  year  for  the  forwarding  of  consolidated  trains  of  export 
freight,  principally  war  supplies,  of  food,  grain,  munitions,  etc. 
Under  this  arrangement,  a  total  of  5,090  special  export  trains  have 
been  handled  from  Western  terminals,  containing  124,198  cars  of 
export  freight,  in  the  Eastern  Region,  the  trains  being  filled  out  with 
other  freight  to  make  the  full  train-load  as  required.  With  the  con- 
currence and  cooperation  of  shippers,  plans  were  made  to  put  into 
effect  in  June,  for  assembling  live  stock,  fresh  meat,  live  and  dressed 
poultry,  and  perishable  freight,  in  solid  trains,  and  forwarding  them 
from  Chicago,  St.  Louis,  Cincinnati,  Buffalo,  and  other  Western  points, 
on  specific  days  of  the  week,  via  roads  best  fitted  to  handle  them, 
resulting  in  a  reduction  in  the  feeding  requirements  for  live  stock  and 
in  the  number  of  fast  freight  trains  required  to  handle.  In  the  East- 
ern Region,  the  decrease  in  Chicago  alone,  has  been  1 1  trains  i)er  day, 
and  the  average  cars  per  train  of  high  class  and  perishable  freight 
has  been  increased  from  23  to  36.  Grain,  oil,  and  cotton  are  being 
consolidated  and  forwarded  in  train-load  lots  from  Western  points, 
resulting  in  a  large  saving  in  labor,  in  switching,  eliminating  cross 
hauls  and  facilitating  movements.  In  the  Eastern  Region  alone,  a 
total  of  981  special  oil  trains  have  been  run  since  June  1,  containing 
a  total  of  25,034  cars. 

ELIMINATION    OF   CIRCUITOUS   ROUTES. 

One  of  the  most  wasteful  practices  in  railroad  operation  in  the  past 
has  been  the  use  of  circuitous  routes  in  the  handling  of  freight  traffic, 
often  for  competitive  reasons.  General  Order  of  the  Director  Gen- 
eral No.   1   directed  that  everything  possible  be  done  to  alter  this 
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condition.  In  order  to  economize  in  rolling  stock  and  motive  power 
comprehensive  studies  were  undertaken  for  the  purpose  of  developing 
new  routes  which  would  not  only  be  shorter  but  more  economical 
and  efficient.  As  a  result,  car,  engine,  and  train  miles  have  been 
saved,  and  the  shipping  public  has  been  benefited  because  more  cars 
have  been  available  and  more  expeditious  movement  of  traffic  has 
been  secured.  Shippers  were  not  responsible  for  the  former  extensive 
use  of  circuitous  and  uneconomical  routes,  as  this  routing  was  largely 
influenced  by  the  agents  of  the  interested  railroads.  Shippers  have 
gladly  responded  to  what  are  now  the  combined  efforts  of  all  railroad 
representatives  under  Federal  control  to  influence  the  use  of  direct 
and  economical  routes  and  consequently  the  original  routing  as 
specified  by  shippers  is  now,  generally  speaking,  in  accordance  with 
the  established  routing  instructions,  and  extensive  diversions  are 
unnecessary.  Therefore  the  increase  in  efficiency  can  not  be  meas- 
ured by  the  car-miles  saved  through  diversions  of  freight  in  transit. 
The  savings  in  distance  via  many  of  the  new  routes  is  so  great  as  to 
merit  special  mention.  One  from  Los  Angeles  to  Dallas  and  Fort 
Worth  is  over  500  miles  shorter  than  the  one  formerly  used ;  another 
from  the  oil  fields  of  Casper,  Wyo.,  to  Montana  and  Washington 
State  points  is  880  miles  shorter;  fruit  from  southern  California  to 
Ogden  is  hauled  201  miles  less;  and  a  new  route  between  Kansas 
City  and  Galveston  has  been  developed  which  is  289  miles  shorter 
than  the  1,121  miles  previously  traversed  via  one  of  the  lines.  The 
ore  traffic  moving  from  Minneapolis  and  Michigan  mines  to  Lake 
Superior  and  Lake  Michij^an  ports  was  rerouted  with  gratifying 
results.  Luring  the  ore  shipping  season,  a  total  of  64,770  loaded  and 
empty  cars  were  rerouted  with  a  saving  of  3,577,464  car-miles.  That 
is  on  the  handling  of  the  ore  from  the  Missabe  Iron  range  alone. 
A  few  other  typical  cases  of  shortening  of  routes  follow: 
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Minneapolis 

St.  Paul 

Des  Moines 

Kansas  City 

C.,M.  <t  St.  P.... 

C.  G.  W 

C.  &  A.-M.  P 

C.  &  A 

PC 

Do 

C.  &  A.-M.  <t  St.  L... 

C.,R.  I.  &  P 

C,  R.  I.  &  P.  &  St.  L.. 
C,  R.  I.  &  P     

117 

Do 

644 

Do 

77 

Do 

C.&  N.  W 

C,  M.  &  St.  P 

X\,  R.  1  &  P 

do 

C.,St.  P.,M.&0.. 

C,  R.  I  &  P 

C.,B.  &  Q 

U.  P.  lines 

S.  P.  &  S.-G.  N... 

G.  N 

110 

Do 

Minneapolis 

Do 

I.  C.-M.  &  St.  L 

C,  h.  &  Q 

91 

344 

C.,M.  &St.  P 

C,  B.  &  Q 

172 

Do 

359 

Do 

Peoria,  111  . .   . 

Soo-C.  &  A           

151 

Do 

St.  Louis 

do 

125 

Portland,  Oreg 

Do :... 

Everett  Wash 

Ogden,  t'tah 

St.  Paul 

S.  P.  lines 

482 

U.  P.-C.  G.  W 

N.  P       

312 
138 

Billings,  Mont 

Do 

Butte,  Mont 

G.  N 

N.  P 

109 

do 

do 

149 

Butte   Mont 

(ireat  Falls 

Clinton,  Iowa 

C.,M.  &St.  P 

C.,R.  I.  &  P 

G.  N 

216 

C.  &  N.  W 

I.  C 

121 

Do  ... 

C,  B. &  Q     

106 

In  a  few  instances  it  has  been  necessary  to  increase  the  length  of 
hauls  temporarily  to  avoid  accumulations. 

By  rerouting,  a  total  of  16,863,633  car  miles  has  been  saved,  in 
the  Eastern  and  Northwestern  regions  alone.  At  the  writing  of 
this  report,  I  had  no  report  from  the  other  regions. 
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BETTER    OPERATION. 

The.  operating  results  may  l)e  summarized  briefly:  The  railroads,, 
during  the  first  10  months  of  Federal  control,  produced  1.9  per  cent 
more  ton  miles  with  a  decrease  of  2.1  per  cent  in  train  miles  and  a 
decrease  of  5.8  per  cent  in  loaded  car  miles.  The  average  train  load 
increased  from  655  tons  to  682  tons,  a  gain  of  4.1  per  cent;  and  the 
average  carload  increased  from  26.8  tons  to  29  tons;  a  gain  of  8.2 
per  cent.  I  may  say  that  that  does  not  reflect  the  situation  as 
favorably  as  the  results  justif}^  or  as  the  Railroad  Administration 
is  entitled  to,  because,  in  order  to  get  the  food  and  supplies  promptly 
to  the  seashore  for  transshipment  over  the  ocean,  we  hauled  empty 
cars  regardless  of  any  other  traffic  into  the  regions  where  the  origi- 
nating traffic  was,  and  carried  the  supplies  back  to  the  seaboard 
with  all  possible  rapidity,  in  order  to  meet  the  demands  in  Europa 
of  the  armies  and  the  civilian  populations  there.  That  refers  to  the 
instance  described  in  the  previous  part  of  my  report.  Ordinarily, 
as  you  know,  the  railroads  make  it  a  point  never  to  haul  empty  loads 
if  they  can  avoid  it,  which,  of  course,  is  sound  economic  practice. 
The  exigencies,  however,  were  so  great  we  had  to  haul  these  empty 
cars  a  very  long  distance  in  order  to  get  them  quickly  where  the 
vital  traffic  was,  and  we  get  no  credit  for  that  in  the  statistics  I  have 
just  given.  That  would  be  more  favorable  if  we  took  those  matters 
into  account. 

The  increase  in  traffic  in  1918  was  accomplished  by  the  use  of 
approximately  3.4  per  cent  more  freight  cars  and  approximately  1.4 
per  cent  more  freight  locomotives  than  in  1917.  Compared  with  1916 
the  1918  increase  in  freight  cars  was  6.9  per  cent  and  the  increase  in 
freight  locomotives  was  2.4  per  cent. 

It  should  be  explained  that  the  total  ton  miles  handled  are  much 
less  than  they  would  have  been  in  the  past  for  a  corresponding  volume 
of  traffic  by  reason  of  cutting  out  circuitous  hauls.  The  general 
statement  may  be  made  that  the  actual  transportation  production  is 
greater  than  is  indicated  by  ton-mile  statistics.  In  whatever  degree 
the  actual  performance  of  moving  tons  from  one  place  to  another 
place  as  required  is  accomplished  by  moving  the  tonnage  over  shorter 
routes,  to  that  degree  the  ton-mile  statistics  understate  the  real  per- 
formance when  they  are  compared  with  a  period  when  the  shorter 
routes  were  not  used.  That  is  somewhat  technical,  but  all  railroad 
men,  I  hope,  wiU  understand  it. 

'    THE    PERMIT    SYSTEM. 

Probably  it  would  not  have  been  possible  to  meet  tTie  enormous 
demands  made  upon  the  transportation  system  during  the  past  year 
without  the  utilization  of  the  permit  system,  whicli  prevents  the 
loading  of  traffic  in  the  absence  of  assurance  that  it  can  be  disposed  of 
at  destination.  This  is  a  reform  which  under  Governmont  control 
would  succeed  in  peace  times  as  well  as  in  war  times  and  is  one  of  the 
most  important  means  of  preventing  transportation  stringency  or 
cono-estion.  It  means  controlling  the  traffic  at  the  source,  in  the 
public  interest,  instead  of  letting  the  traffic  choke  the  public  interest 
at  destination. 

Perhaps  it  would  be  wise  for  me  to  explain  a  bit  more  in  detail 
what  that  means.     Prior  to  the  institution  of  the  permit  system  a 
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ship]>er  could  deliver  his  stuff  to  the  railroad,  ^et  the  bill  of  lading 
for  it,  and  they  would  take  it  regardless  of  the  ability  of  the  con- 
signee at  destmation  to  receive  it  and  unload  it  promptly  and 
release  the  equipment  for  other  service.  Of  course.  shi})])ers,  as  a 
rule,  are  anxious  to  get  their  shipments  upon  trains,  get  their  bills 
of  lading,  to  make  drafts  against  them,  and  to  relieve  their  own 
factories,  naturally,  or  then"  own  storerooms,  of  these  sup])lies. 
Now,  one  of  the  greatest  difficulties  in  the  railroad  situation  is  in 
the  terminals  all  over  the  country,  especially  in  the  gi'eat  centers, 
and  so  long  as  shippers  were  allowed  to  make  those  shipments  re- 
gardless of  the  ability  of  the  consignees  to  promptly  remove  them 
from  terminals  and  from  cars,  you  can  see  that  there  was  no  control 
over  the  situation.  As  a  war  necessity  we  had  to  put  into  effect 
what  we  call  the  "permit  system,"  and  we  would  allow  a  shipment 
to  be  made  onh^  when  the  consignee  was  prepared  to  receive  it 
promptly  and  remove  it  from  the  cars  and  release  the  equipment 
so  it  could  be  put  back  into  service. 

WAR    CHANGES. 

Some  of  the  means  used  to  bring  about  the  desired  result  were 
strictly  war  measures  and  probably  could  not  or  should  not  be 
utilized  in  time  of  peace.  For  instance,  this  is  true  with  regard  to 
the  elimination  of  many  passenger  trains,  although  passenger  trains 
run  merel}^  for  competitive  reasons  are  often  wasteful  and  do  not 
give  the  needed  service  to  the  ]:>ublic. 

The  Exports  Control  Committee,  which  has  played  a  vitally  im- 
portant part  in  the  proper  handling  of  supplies  for  overseas  ship- 
ment, probably  could  not  be  operated  under  peace  conditions, 
although  under  unified  control  an  important  adjustment  of  traffic 
to  port  capacity  will  be  practicable,  even  under  peace  conditions. 

REFORMS    WHICH    SHOULD    BE    CONTINUED    UNDER   PEACE    CONDITIONS. 

Many  of  the  changes  in  raih'oad  operation  inaugurated  during 
the  period  of  the  last  year  should  prove  of  permanent  value  and 
should  continue,  if  possible,  whatever  form  of  control  is  decided  upon 
for  the  railroads.     Such  reforms  include: 

1.  The  maintenance  of  the  permanent  system,  which  I  have  just 
described,  so  as  to  control  the  traffic  at  its  source. 

2.  The  maintenance  of  heavy  loads  for  cai-s. 

3.  The  pooling  of  repair  shops. 

4.  The  elimination  of  circuitous  routes — freight  routes;  circuitous, 
romid-about  routes. 

5.  The  miification  of  terminals. 

6.  The  maintenance  of  the  "sailing-day  plan," 

7.  The  consolidation  of  ticket  offices. 

8.  The  utilization  of  miiversal  mileage  tickets, 

9.  The  standardization  of  equipment. 

10.  The  maintenance  of  uniform  freight  classification  introduced  by 
the  United  States  Railroad  Administration. 

11.  The  maintenance  of  common  time  tables  between  important 
points. 
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12.  The  maintenance  of  high  demurrage  rates  and  uniform  rules, 

13.  The  establishment  of  through  waybilling  freight  from  points 
of  origin  to  destination. 

14.  Rendering  unnecessary  the  rebilling  by  connecting  or  inter- 
mediate routes. 

15.  The  elimination  of  the  old  practice  of  paying  in  mileage  or  per 
diem  rental  for  the  use  of  freight  or  passenger  cars  of  one  carrier  by 
another. 

16.  The  simplification  of  the  old  practice  of  apportioning  interline 
passenger  revenue. 

17.  The  utilization  of  water  routes  for  the  relief  of  crowded  rail 
lines. 

WASTEFUL    COMPETITION. 

Some  of  these  reforms  can  be  continued  should  the  roads  be  returned 
to  private  operation;  others  can  not.  Competition  and  self-interest 
dictate  that  when  the  roads  are  under  private  control  each  carrier 
gets  as  much  business  as  possible  and  keeps  it  regardless  of  the  fact 
that  the  aggregate  result  may  be  wasteful  and  uneconomical.  For 
instance,  where  two  or  more  competing  lines  operate  between  two 
important  cities,  the  convenience  of  the  public  can  best  be  served  if 
alternating  trains  be  operated  at  short  intervals  over  the  different 
roads.  Competition,  however,  always  results  in  each  of  the  roads 
''bunching"  their  trains  at  the  times  when  the  demand  for  trans- 
portation is  heaviest.  Competing  lines  can  hardly  be  expected  to 
route  fi'eight  over  the  lines  of  competitors  even  though  these  com- 
peting lines  may  have  the  shorter  routes  and  be  able  to  handle  this 
particular  traffic  more  economically.  Lines  with  advantageous  ter- 
minal facilities  can  not  be  expected  under  private  control  to  place 
such  facilities  at  the  disposition  of  competitors  operating  mider  less 
favorable  circumstances.  One  company  will  not  forego  loading  and 
hauling  traffic  even  though  this  seriously  embarrasses  the  general 
situation  because  its  connections  can  not  conveniently  receive  and 
dispose  of  the  traffic.  Private  carriers  may  not  enforce  rules  which, 
although  designed  to  brhig  about  efficiency  and  economy,  might  drive 
business  away  from  their  lines.  All  the  waste  resulting  from  these 
practices  and  ruiming  into  huge  costs  is  paid  for  by  the  public  in  the 
form  of  increased  rates. 

PUBLIC    SERVICE    FREIGHT    BUREAUS. 

Under  private  control  of  railroads,  and  for  competitive  reasons, 
practically  all  railroads  maintain  so-called  off-lines  agencies,  the 
original  function  of  which  was  solicitation  of  traffic.  These  off-line 
agencies  were  abandoned  by  the  Railroad  Administration  for  the 
reason  that  the  competitive  causes  which  gave  rise  to  their  establish- 
ment no  longer  existed.  It  was  found,  however,  that  in  some 
measure  these  agencies  had  performed  real  service  to  the  public  and 
therefore  the  establishment  of  public  service  freight  bureaus  has  been 
begun  with  a  force  trained  to  handle  for  shippers  matters  which  were 
formerly  handled  by  the  off-line  agencies. 
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LABOR. 

The  participation  of  America  in  the  European  War  with  the 
consequent  shortage  of  man  power  available  in  this  country  and  the 
increase  in  the  cost  of  hving  has  made  the  reilroad  labor  problem  a 
difficult  one  during  the  past  year.  However,  the  great  bulk  of 
raih-oad  labor  has  demonstrated  a  fine  spirit  of  patriotism  and  has 
cooperated  heartily  with  the  Government.  The  labor  troubles  which 
were  facing  the  railroads  when  they  went  under  Government  control 
were  practically  all  eliminated  and  with  a  few  exceptions  there  has 
been  quiet  in  the  railroad  labor  world  during  the  last  12  months. 

In  order  to  place  railroad  labor  upon  a  living  wage  and  provide  fair 
working  conditions,  an  investigation  into  labor  conditions  on  the 
railroads  was  begin  immediately  after  the  carriers  were  taken  by 
the  GovernmejijL,__with  the  result  that  many  reforms  in  working 
conditions,  decreases  in  the  hours  of  labor  and  increases  in  the  rates 
of  pay  have  resulted.  These  investigations  have  been  continued 
since  the  machinery  was  set  up  for  the  thorough  investigation  and 
hearing  of  all  grievances  and  representations  about  wages  and 
working  conditions.  The  machinery  generally  has  recognized  the 
so-called  "bi-partisan"  principal  of  equal  representation  of  employer 
and  employee  on  boards.  Decisions,  however,  have  always  been 
made  by  the  Director  General  since  he  is  charged  with  that  responsi- 
bility as  the  chief  representative  of  the  Government.  A  Director  of 
Labor  was  appointed  in  the  person  of  Mr.  W.  S.  Carter,  president  of 
the  Brotherhood  of  Railway  Engineers  and  Firemen  who  was  placed 
on  an  equal  footing  with  the  heads  of  other  divisions,  over  which 
directors  presided. 

The  critical  labor  conditions  are  strikingly  brought  out  in  the  report 
of  the  Railroad  Wage  Commission,  composed  of  Hon.  Franklin  K. 
Lane,  Secretary  of  the  Interior,  Charles  C.  McChord,  of  the  Interstate 
Commerce  Commission,  William  R.  Wilcox,  of  New  York,  and 
J.  Harry  Covington,  of  Washington,  appointed  January  18,  1918,  to 
"make  a  general  investigation  of  the  compensation  of  persons  in 
railroad  service,  the  relation  of  railroad  wages  to  wages  in  other 
industries,  the  conditions  respecting  wages  in  different  parts  of  the 
country,  the  special  emergency  respecting  wages  which  exists  at  this 
time  owing  to  war  conditions  and  high  cost  of  living,  as  well  as  the 
relation  between  different  classes  of  lailroad  labor." 

This  commission  heard  representatives  of  every  class  of  employees, 
organized  and  unorganized,  railroad  officials,  and  experts  on  the 
subject,  and  examined  hundreds  of  written  statements  and  personal 
lett'^rs  from  employees.  The  requests  presented  to  the  commission 
for  wage  increases,  if  granted,  would  have  involved  an  outlay  of 
something  over  one  billion  dollars  per  year  in  excess  of  wages  paid  in 
1917.  In  its  report,  the  commission,  after  reciting  the  various  de- 
mands for  wages  made  by  railroad  labor  in  1916  and  1917  and  review- 
ing increases  given  by  the  railroads  under  private  control,  said : 

But  these  advances  were  not  in  any  way  uniform,  either  as  to  employments,  or  as 
to  amounts,  or  as  to  roads,  so  that  one  class  of  labor  benefited  much  more  than  another 
on  the  same  road,  and  as  between  roads  there  was  the  greatest  divergence.  The 
situation  has  been  dealt  with  as  pressure  made  necessary,  and  naturally  those  who, 
by  organization  or  through  force  of  competition,  could  exert  the  most  pressure  fared 
the  best.     Things  came  to  a  head  just  before  the  Government  took  over  the  railroads. 

99928— 19— PT  1 2 
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Another  three  months  of  private  maniicjenieut  and  v,e  would  have  seen  much  more 
extensive  concessions  in  wages,  or  there  would  have  followed  an  unfortunate  sei'ies  of 
labor  disturbances.  The  Government,  therefore,  has  now  to  meet  what  would  have 
come  about  in  the  natural  course. 

Indeed,  the  patience  of  the  men  was  only  allayed,  after  Government  intervention, 
by  the  assurance  that  the  matter  of  wages  would  be  promptly  taken  up  and  that  the 
awarded  increases  would  be  retroactive  as  of  January  1  of  this  year. 

The  commission  further  said : 

It  has  been  a  somewhat  popular  impression  that  railroad  employees  were  among  the 
most  highly  paid  worlcers,  but  figures  gathered  from  the  railroads  dispose  of  this 
belief.  Fifty-one  per  cent  of  all  employees  during  December,  1917 — that  is,  more 
than  a  million  employees — received  $75  per  month  or  less,  and  80  per  cent  received 
SlOO  per  month  or  less.  Even  among  the  locomotive  engineers,  commonly  spoken  of 
as  highly  paid,  a  preponderating  number  received  less  than  $170  per  month,  and  this 
compensation  they  have  obtained  by  the  most  compact  and  complete  organization, 
handled  with  a  full  appreciation  of  all  strategic  values. 

Between  the  grades  recei\ang  from  S150  to  S250  per  month  there  is  included  less 
than  3  per  cent  of  all  the  (excluding  officials)  and  these  aggregate  less  than  60,000  men 
out  of  a  grand  total  of  2,000,000. 

These,  it  is  to  be  noted,  are  not  prewar  figures — 

I  am  still  reading  from  the  report — 

they  represent  figures  after  a  year  of  war.  and  two  years  of  rising  prices.  And  each 
dollar  now  (the  report  was  made  .\pr.  30,  1918)  represents  in  its  power  to  purchase  a 
place  in  which  to  live,  food  to  eat,  and  clothes  to  wear,  but  71  cents  as  against  the  100 
cents  of  January  1,  1916. 

WAGES. 

Wage  increases  granted  during  the  year  are  estimated  to  aggregate 
between  S600,000,000  and  $700,000,000  per  annum  and  in  a  large 
part  were  retroactive  from  January  1,  1918.  These  wages  were  fixed 
not  upon  the  theory  that  the  railroads,  a  permanent  industry,  should 
compete  in  prices  paid  labor  with  the  transient  war  industries,  many 
of  which  paid  very  high  wages  in  order  to  attract  labor.  Rather  the 
effort  was  made  to  find  a  just  and  equitable  basis  which  would  out- 
live the  war  and  which  would  give  a  living  wage  and  decent  working 
conditions  to  every  railroad  employee.  Efforts  have  been  made  to 
eliminate  ineciualities,  and  while  this  work  has  not  been  finished,  it 
has  been  chiefly  done. 

CONDITIONS    OF    EMPLOYMENT. 

On  February  21  General  Order  No.  8  was  issued,  containing,  among 
other  things,  the  following: 

No  discriminations  will  be  made  in  the  employment,  retention,  or  conditions  o^" 
employment  of  employees  because  of  membership  or  nonmenbership  in  labor 
organizations. 

This  has  had  the  effect  of  many  railroad  employees  joining  labor 
unions  who  previously  were  not  affiliated  with  them.  At  the  same 
time  equal  consideration  has  been  shown  employees  who  were  not 
members  of  unions,  and  individual  employees  have  been  heard  on  an 
equality  with  representatives  of  the  unions.  The  principle  of  the 
eight-hour  day  was  recognized  early  and  strengthened  whenever 
possible. 

Special  efforts  have  been  made  to  better  the  working  conditions  of 
the  women  in  railroad  service,  and  a  special  women's  section  was 
established  in  the  labor  division  to  investigate  conditions  surround- 
ing women  so  emplo3^ed  and  apply  remeches  where  unfavorable  con- 
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ditions  wpip  found  to  exist.     In  General  Order  No.  27  it  was  ordered 
that— 

Whoa  wonien  are  employed  the  workins;  conditions  must  be  healthful  and  fitted 
to  their  ueed.s.  The  laws  enacted  for  the  government  of  theii"  employment  must  be 
observed,  ami  theii'  pay,  when  they  do  the  same  class  of  work  as  men,  shall  be  the 
same  as  that  of  men. 

In  the  same  ordei'  it  was  provided  that  where  negroes  performed 
the  same  service  as  whites  they  should  receive  the  same  pay  as 
whites. 

LABOR  SHORTAGE. 

The  necessity  for  manning  the  American  miUtary  railways  in 
France  with  trained  American  railway  men,  and  the  induction  into 
other  branches  of  the  Army  and  Navy  through  voluntary  enlistments 
or  through  the  draft,  of  many  railroad  employees,  added  to  the  diffi- 
culties throughout  the  3''ear,  since  at  no  time  in  the  history  of  the 
American  railroads  has  there  been  a  greater  need  for  trained  and 
skilled  railway  help  than  during  the  war  period.  This  difficulty  was 
greatly  increased  by  the  influenza  epidemic  during  the  last  half  of 
the  year,  which  very  seriously  interfered  with  the  operation  of  the 
I'ailroads  for  several  months. 

In  this  connection  I  may  say  that  a  very  serious  handicap  was 
imposed  upon  the  Government  operations  during  the  year,  not  only 
because  of  labor  shortage,  but  on  account  of  the  necessity  of  em- 
ploying green  and  unskilled  men,  which  very  seriously  hampered  the 
operations  in  many  directions. 

EXPENDITURES  FOR  CAPITAL  ACCOUNT. 

On  February  2,  1918,  all  lines  under  Federal  control  were  directed 
to  prepare  and  send  in  budgets  of  improvements  immediately  re- 
quired to  increase  capacity  and  efficiency,  and  to  promote  safety  in 
operations ;  and  in  the  letter  of  instructions  the  following  policy  was 
prescribed : 

In  determining:  what  additions  and  betterments,  including  equipment,  and  what 
road  extensions  should  be  treated  as  necessary,  and  what  work  already  entered  upon 
should  be  suspended,  please  be  guided  by  the  following  general  principles; 

(a)  From  the  financial  standpoint  it  is  highly  important  to  avoid  the  necessity  for 
raising  any  new  capital  which  is  not  absolutely  necessary  for  the  protection  and 
development  of  the  required  transportation  facilities  to  meet  the  present  and  pros- 
pective needs  of  the  country's  business  under  war  conditions.  From  the  standpoint 
of  the  available  supply  of  labor  and  material,  it  is  likewise  highly  important  that  this 
supply  shall  not  be  absorbed  except  for  the  necessary  purposes  mentioned  in  the 
preceding  sentence. 

You  may  see,  gentlemen,  that  that  policy  had  a  direct  bearing 
upon  the  general  financing  of  the  Government's  needs  in  the  war. 
It  was  very  necessary  to  adhere  to  it  strictly. 

(b)  Please  also  bear  in  mind  that  it  may  frequently  happen  that  projects  which 
might  be  regarded  as  highly  meritorious  and  necessary  when  viewed  from  the  separate 
standpoint  of  a  particular  company  may  not  be  equally  meritorious  or  necessary  under 
existing  conditions,  when  the  Government  has  possession  and  control  of  the  railroads 
generally,  and  therefore  when  the  facilities  heretofore  subject  to  the  exclusive  control 
of  the  separate  companies  are  now  available  for  common  use  whenever  such  common 
use  will  promote  the  movement  of  traffic. 

The  budgets  submitted  in  response  to  these  instructions  called  for 
expenditures  chargeable   to   capital   account — that  is,   exclusive  of 


20 


EXTENSION   OF   GOVERNMENT  CONTROL  OF  RAILROADS. 


largo  sums  chargeable  to  maintenince — amounting  in  the  aggregate 
to  $1,329,000,000,  which  upon  careful  revision  was  reduced  to 
$975,000,000.  I  wish  to  say  that  these  budgets  were  submitted  by 
the  corporations  themselves  which  were  at  that  time  still  in  control 
of  the  properties  and  were  operating  them  under  the  direction  of  the 
Director  General  So  that  these  are  the  budgets  which  were  pre- 
sented by  the  railroad  corporations  and  represented  what  they 
thought  it  was  necessary  or  desirable  to  do  to  their  respective  prop- 
erties. This  amount,  $975,000,000,  which  was  first  authorized  by 
the  Division  of  Capita  Expenditures,  was  subsequently  increased 
from  time  to  time  by  new  and  unforeseen  requirements,  and  particu- 
larly by  large  orders  for  locomotives  and  freight  cars,  until  the 
improvements  definitelv  authorized  to  December  1,  1918,  amounted 
to  $1,254,396,158.  Of  this  amount  $551,925,525  is  for  additions  and 
betterments;  $656,048,745  for  equipment,  and  $46,421,888  for  con- 
struction of  extensions,  branches,  and  other  lines. 

The  expenditures  thus  authorized  were  for  improvements  classified 
as  follows: 


Class  of  work. 


Improvements 
authorized  to 
Dec.  1,  1918. 


Capital  ex- 
penditures 

made  to 
Nov.  1,1918. 


ADDITIONS  AND  BETTERMENTS. 


Widening  cuts  and  fills,  filling  trestles,  etc 

Ballasting 

Rails  and  other  track  material 

Bridges,  trestles,  and  culverts 

Tunnel  and  subway  improvements 

Track  elevations  or  depressions 

Elimination  of  grade  crossings 

Grade  crossings  and  crossing  signals 

Additional  main  tracks 

Additional  yard  tracks,  sidings,  and  industry  tracks. 

Chani^es  of  9;rade  or  alignment 

Sign  lis  and  iaterlocking  plants 

Telegraph  and  telephone  lines 

Roadway  machinery  and  tools 

Section  houses  and  other  roadway  buildings 

Fences  and  snowsheds " 

Freight  and  passenger  stations,  ollice  buildings 

Hotels  and  restaurants 

Fuel  stations  and  appurtenances 

Water  stations  and  ap)")urtenances 

Shop  buildings,  engine  houses,  and  appurtenances  . . 

Shop  niachuiery  and  tools 

Electric  power  olants,  substations,  etc 

Wharves  and  docks 

Coal  and  ore  wharves 

Grain  elevators  and  storage  warehouses 

Real  estate 

Assessments  for  public  improvements 

Al  1  other  improvements 


Total. 


EQUIPMENT. 

35.  Locomotives,  steam 

Locomotives,  steam  (ordered  by  Railroad  Administration). 

36.  Locomotives,  other 

37.  Freight-train  cars 

Freight-train  cars  (ordered  by  Railroad  Administration)... 

38.  Passenger-train  cars 

39.  Work  eq mpment _ 

40.  Motor  car  and  trailers ' 

41.  Floatmg  equipment 

42.  Miscellaneous  equipment 

43.  Improvements  to  e.\isting  equipment 


Total 

44.  Construction  of  extensions,  branches,  and  other  lines. 


$7, 639, 469 

9, 852, 098 

32, 755, 702 

40^  637, 677 

4,041,957 

15, 278, 146 

12, 175, 753 

3,570,222 

62, 532, 363 

125,  806, 775 

9,089,621 

16,  796, 192 

5,789,737 

1,979.206 

3,05S.  195 

2,19S,411 

47.963.570 

754.674 

8,236,725 

11,879.643 

57, 229, 566 

21,585,247 

22,454.729 

5,163,966 

5,532,284 

2,747,663 

4.298,182 

3,063,271 

7,814,181 


551,925,525 


118,051,766 

76,873,355 

2, 360,, 538 

97, 186, 852 

289,460,000 

15,866,432 

7,677,891 

587,558 

5,415,350 

629,621 

41,939,382 


656,048,745 
46,421,888 


?3, 694, 433 
4, 017,  ,570 

13,024,510 

20, 970, 333 

879,371 

3, 126, 307 

3,546,618 

993,300 

25,378,978 

47,5,34,458 
2,  887, 221 
5,339,360 
2.395.405 
1,167,708 
2,119,588 
83-),  903 

15.690,785 

297. 803 

3,197,554 

5,046,824 

22,627,659 
6.383,1.53 
5.742,128 
874,390 
3,621,739 
2,111,911 
1,205,014 
1,385,321 
4,473,332 


210.568,673 


57,256,639 

28,621,655 

888,772 

70,221.661 

59,193,472 

11,028,463 

1,748,404 

58,164 

650,411 

276, 169 

18,499,064 


248,442,873 
18,199,466 


Total,  all  work 1 ,  254 ,  396 ,  158  I  477, 21 1 ,  012 
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111  planning  improvements  chargeable  to  capital  account  other 
than  for  war  purposes,  the  rule  adopted  was  that  the  first  consider- 
ation should  be  safety  ill  operations,  and,  secondly,  increased  capacity 
where  that  was  needed;  and  that  any  improvement  not  required  for 
these  purposes  should  be  deferred  until  after  the  war  unless  excep- 
tional circumstances  should  make  it  necessary  earlier.  Improve- 
ments designed  to  effect  permanent  economies  have  been  left  for  the 
favoring  times  and  conditions  of  peace,  unless  the  economy  was  so 
great  that  substantially  the  entire  cost  could  probably  he  saved 
during  Federal  control. 

The  effect  of  the  foregoing  policy  is  shown  by  the  above  statement, 
from  which  it  appears  that  much  the  largest  item  was  for  additional 
yard  tracks,  sidings,  etc.  The  second  largest  item  was  for  shop 
buildings,  engine  houses,  and  appurtenances;  and  the  third  for 
additional  main  tracks,  and  by  the  large  orders  for  equipment  almost 
wholly  for  locomotives  and  freight  cars. 

In  addition  to  the  locomotives  and  freight  cars  under  order  by  the 
railroad  companies  at  the  time  the  Government  assumed  control, 
additional  orders  were  placed  for  1,430  locomotives  for  1918  delivery, 
at  an  estimated  cost  of  $78,193,200,  of  which  542  have  been  dehvered 
by  the  builders;  and  also  an  order  for  100,000  freight  cars  for  1918 
dehvery  at  an  estimated  cost  of  $289,460,000,  of  which  there  has 
been  completed  and  delivered  to  date  14,650  cars.  An  additional 
order  for  600  locomotives  for  1919  delivery  has  also  been  placed,  in- 
volving an  expenditure  of  approximately  $37,842,268.  At  the  time 
these  orders  were  placed  it  was  supposed  that  the  war  might  last 
much  longer  than  the  year  1918.  In  that  connection,  it  may  be 
interesting  to  note  the  dates.  The  big  German  drive  on  Paris  started 
March  21,  1918,  and  on  April  30  the  Railroad  Administration  ordered 
1,400  additional  locomotives;  on  May  1  the  Railroad  Administration 
ordered  100,000  freight  cars,  and  shortly  after  that  time — I  haven't 
the  date  of  the  beginning  of  the  second  German  drive,  but  shortly 
after  that  the  second  German  drive  began,  when  they  crossed  the 
Marne,  and  which  was  stopped  afterwards  by  our  heroic  marines  at 
Chateau-Thiery  July  15.  Practically  all  of  this  equipment  has 
been  assigned  to  those  railroads  whose  need  for  additional  power  and 
equipment  appeared  to  be  the  greatest. 

COST   OF    COAL   AND    OTHER    SUPPLIES. 

The  cost  of  coal  and  practically  aU  other  supplies  used  by  the  rail- 
roads increased  enormously  during  the  year  just  passed,  as  compared 
with  the  cost  during  the  year  1917.  The  increased  cost  of  fuel  for 
first  10  months  of  the  present  year  was  $140,000,000  over  the  cost 
for  the  same  10  months  in  1917,  and  during  the  same  period  the  cost 
of  crossties  and  lumber  increased  approximately  $65,000,000.  The 
added  cost  of  coal  to  the  railroads  increased  in  spite  of  the  fact  that 
economy  in  the  use  of  coal  was  exercised  to  such  an  extent  that,  for 
instance,  on  the  Chicago  &  Northwestern  Railroad  during  the  month 
of  October  the  number  of  pounds  of  coal  per  passenger  locomotive- 
mile  was  110.9  this  year,  as  compared  with  124.3  last  year,  and  the 
number  of  pounds  of  coal  per  passenger  train  car-mile  was  19.2  this 
year  as  compared  with  21.3  last  3'ear,  and  yet  the  cost  of  locomotive 
fuel  per  locomotive-mile  was  34.9  cents  in  October,  1918,  as  compared 
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with  27.9  cents  in  October.  1917.  That  is  a  very  striking  illustra- 
tion of  tlie  increased  cost,  in  spite  of  the  economy  we  were  able  to 
]-)ractice  by  the  better  utilization  of  motive  power  under  Federal 
control.  On  the  Union  Pacific,  during  the  same  month,  the  number 
of  pounds  of  coal  per  passenger  locomotive-mile  this  year  was  115.6, 
as  compared  witli  131.8  last  year.  On  the  same  line,  during  the 
same  ]nonth,  the  number  of  pounds  of  coal  per  passenger  train  car- 
mile  was  13.6  this  year  as  compared  with  18.2  last  year,  and  yet  the 
cost  of  fuel  per  locomotive-mile  was  33.2  cents  in  October,  1918, 
as  compared  with  32.6  cents  in  October,  1917.  On  the  Chesapeake 
&  Ohio  Railroad  the  number  of  pounds  of  coal  per  passenger  locomo- 
tive-mile during  the  same  month  was  136.1  this  year,  as  compared 
with  142.6  last  year.  The  number  of  pounds  of  coal  per  passenger 
train-mile  on  the  same  road  during  the  same  month  was  24.4 
this  3^ear,  as  compared  with  24.9  last  year,  and  yet  the  cost  of  fuel 
per  locomotive-mile  was  35.3  cents  in  October,  1918,  as  compared 
with  29.8  cents  in  October,  1917,  That  is  characteristic  of  the  con- 
ditions on  the  leading  lines  throughout  the  country.  This  is  a  strik- 
ing illustration  of  the  fact  that,  although  you  economize  greatly  in 
the  use  of  the  coal,  the  cost  was  actualh'  much  greater. 

THE    INCREASE    IX    RATES. 

The  increase  in  wages  and  the  greatly  enhanced  cost  of  coal,  iron, 
and  steel,  and  other  supplies  necessary  for  the  railroads,  made  neces- 
sary the  increase  of  both  passenger  and  freight  rates  during  the  jjeriod 
of  Federal  control.  Flat  percentage  increases  were  necessary  to  ob- 
tain the  required  revenue,  but  continuing  and  successful  efforts  have 
been  made  since  to  eliminate  inequalities  naturally  incident  to  the 
adoption  of  such  a  plan — that  is,  the  percentage  plan.  These  new 
rates  did  not  go  into  effect  until  practically  six  months  of  Federal 
control  had  passed,  and  therefore  only  approximately  six  months' 
benefits  have  been  gained  from  them  during  the  past  year,  whereas 
increased  cost  of  labor,  coal,  and  other  supplies  has  operated  during 
the  entire  year.  Economies  in  operation  and  in  organization  have 
resulted  in  enormous  savings  but  have  not  fully  met  the  difference 
between  the  cost  of  operating  the  railroads  and  the  income,  for  the 
reason  stated.  The  benefits  of  these  savings  will  not  be  fully  realized 
until  the  operations  for  the  year  1919  are  completed.  Very  little 
benefit  has  been  received  in  the  year  1918. 

INCREASED    COST    NECESSARY. 

The  increases  in  cost  of  operation  which  have  occurred  in  the  period 
of  Federal  control  undoubtedly  would  have  been  equalh'  operative 
had  the  roads  remained  under  private  control.  If  the  private  o\\Tiers 
had  operated  the  raih'oads  during  the  past  year,  they  either  would 
have  had  to  increase  the  rates  as  the  Government  did  or  they  would 
have  had  to  face  an  enormous  deficit. 

FINANCIAL. 

The  financial  aspects  are  as  follows: 

From  the  reports  of  operations  for  10  months  ending  October  31, 
1918,  *md  vitli  November  and  December  estimated,  the  Hot  operating 
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income  of  the  roads  under  Federal  control  will  be  less  by  approxi- 
mately^ $136,000,000  than  the  standard  return  or  annual  rental  under 
the  law  the  Government  pays  for  the  use  of  the  railroads.  This  de- 
ficiency is  remarkably  small  in  the  circumstances,  because  the  increases 
in  freight  and  passenger  rates  were  in  effect  for  only  a  little  more  than 
6  months  of  1918,  as  already  stated,  whereas  increased  wages  and  in- 
creased cost  of  fuel  and  all  other  railroad  supplies  were  in  effect  for 
the  entire  12  months  If  the  increases  in  freight  and  passenger  rates 
had  gone  into  effect  January  1,  1918,  or  at  the  same  time  that  the 
increased  wages  and  cost  of  fuel  and  supplies  went  into  effect,  it  is 
estimated  that  there  would  have  been  a  substantial  surplus  for  the 
yeai'  of  at  least  $100,000,000  to  the  Government. 

For  the  year  1919,  with  all  wage  increases  granted  in  1918  oper- 
ating for  the  entire  12  months  and  upon  the  assumption  that  the 
traffic  for  1919  is  substantially  the  same  as  in  1918  and  that  the 
cost  of  fuel  and  supplies  remains  the  same,  it  is  estimated  that  there 
should  be  a  surplus  to  the  Government  over  and  above  the  standard 
return  of  approximately  $100,000,000.  That  is  for  this  year,  1919; 
that  is  the  estimate.  It  is  to  be  expected,  however,  during  the  year 
1919  the  cost  of  material  and  supplies  may  be  reduced,  and  it  is  also 
reasonable  to  expect  that  with  improved  operation  under  normal 
conditions,  relieved  of  the  intense  pressure  and  excessive  cost  incident 
to  the  war  necessity,  and  with  a  general  improvement  in  operations 
and  use  of  facilities  and  equipment  that  may  be  reasonably  expected 
in  peace  time,  many  more  economies  can  be  effected.  Since  the  object 
of  the  Government  should  be  at  all  times  to  operate  the  railroads  not 
for  profit  but  at  cost,  and  to  render  at  the  same  time  the  best  possible 
service,  I  confidently  believe  that  it  will  be  possible  during  the  year 
1919,  or  certainly  at  the  end  of  the  year  1919,  to  effect  a  considerable 
reduction  in  rates  unless  the  traffic  for  1919  should  be  much  less 
than  it  was  in  the  year  1918. 

INLAND  WATERWAYS. 

Hundreds  of  millions  of  dollars  have  been  expended  by  the  Nation, 
the  States,  and  citizens  for  the  purpose  of  developing  our  inland 
waterwajT's  and  for  the  construction  of  canals.  Thousands  of  miles 
of  rivers,  canals,  lakes,  and  bays  are  ready  to  assist  in  moving  our 
products.  These  waterways,  with  the  exception  of  the  Great  Lakes, 
are  not  being  extensively  used. 

With  the  assumption  of  my  present  task,  I  appointed  a  committee 
to  make  a  prompt  investigation  and  to  suggest  a  definite  plan  for 
^he  additional  use  of  internal  waterways  for  the  economical  and 
expeditious  movement  of  the  traffic  of  the  country,  so  as  to  relieve 
or  supplement  the  railways  under  the  conditions  caused  by  the  war. 
This  was  the  beginning  of  a  program  which  has  been  constantly 
pursued,  and  while  the  greater  urgency  for  raw  materials  in  war  work 
interfered  with  the  construction  of  steamers  and  barges,  160  steel, 
wood,  and  concrete  vessels  are  now  building  and  50  steel  and  wooden 
craft  have  been  purchased.  The  total  appropriation  for  old  and  new 
floating  equipment  exceeds  $11,750,000. 

1  This  figure  subsequently  was  changed  by  Director  General  to  SI9n,o;)0,000  bee  luse  of  additional  re- 
ports received  by  the  Railroad  Administration. 
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The  increased  responsibilities  of  this  country  in  the  family  of  nations 
will  demand  greater  commercial  activity  on  our  part.  Transportation 
is  a  major  problem,  for  on  account  of  the  extensive  area  of  our  country 
we  have  a  longer  average  haul  to  seaboard  than  other  industrial 
commonwealths.  It  has  seemed  to  me  evident  that  by  developing 
transportation  on  the  waterways  and  coordinating  and  articulating 
them  with  a  unified  railway  system,  we  shall  bring  about  a  correct 
solution  of  the  rail-water  controversy  which  has  been  in  progress 
for  50  years.  This  is  possible  with  the  railways  under  Federal  control. 
I  doubt  if  any  of  our  rivers  or  canals  will  become  active  factors  of 
transportation  if  the  railroads  are  turned  back  to  private  control. 
The  old  methods  of  railway  competition  with  the  waterways  doubtless 
will  be  revived  and  the  waterway  experiment  may  not  be  able  to 
survive  that  competition. 

In  furtherance  of  the  plans  for  waterways  transportation  a  Division 
of  Inland  Waterways,  with  two  subdivisions,  was  created,  the  Mis- 
sissippi-Warrior and  the  New  York  and  New  Jersey  Canal  Sections. 

Mississippi  River. — Service  on  the  Mississippi  was  inaugurated 
September  28  with  34  vessels.  Of  these,  23  are  leased  and  11  were 
purchased.  The  service  is  developing  satisfactorily,  and  as  tariffs 
for  joint  rates  with  the  railroads  have  just  been  promulgated,  the 
valley  will  be  afforded  traffic  privileges  not  possible  in  the  days  of 
railroad  competition.  Six  steel  steamers  or  towboats  and  40  (2,000- 
ton)  steel  barges  are  under  construction  for  this  service.  The  ca- 
pacity of  the  Federal  fleet  between  New  Orleans  and  St.  Louis  will 
approximate  1,000,000  tons  annually. 

Warrior  River. — Nine  steamers  and  24  barges  were  purchased  for 
Warrior  River  service.  Six  steamers  and  20  barges  are  about  to  be 
constructed.  This  fleet  will  be  capable  of  carrying  600,000  tons 
southbound  and  about  150,000  tons  northbound.  Tlie  Federal  im- 
provements on  the  Warrior  are  complete  as  to  6  feet  of  water  and 
will  shortly  be  completed  as  to  8  feet  navigable  draft. 

New  YorTc  Barge  Canal. — The  congestion  existing  on  the  railroads 
in  the  early  part  of  1918,  and  the  war  emergency,  made  it  essential  to 
prepare  so  far  as  possible  for  such  use  of  this  important  waterway  as 
might  be  necessary  to  assist  the  railroads,  and  although  it  was  an- 
nounced officially  that  the  canal  was  completed,  there  was  practically 
no  private  building  of  equipment  for  use  on  the  canal,  and  many  of 
the  old  boats  were  being  diverted  to  other  uses.  During  the  season 
the  Railroad  Administration  leased  and  operated  upward  of  200 
barges  on  the  New  York  State  Barge  Canal,  and  contracted  for  the 
construction  of  51  steel  and  21  concrete  barges.  Delivery  of  the  new 
barges  began  in  December.  Construction  was  delayed  on  account  of 
the  war  requirements  for  steel.  It  turned  out  that  the  canal  had 
only  7  feet  navigable  depth  at  the  opening,  and  it  was  not  until  mid- 
summer that  all  the  boats  could  be  loaded  to  fuU  capacity  for  opera- 
tion, and  as  the  terminals  and  rail  connections  were  unfinished,  an 
economical  operation  was  not  possible.  In  fact,  8^  feet  of  navigable 
depth  was  the  maximum  in  the  canal  during  the  season.  The  rail 
congestion  of  last  winter  was  relieved  before  the  canal  season  opened. 
The  suspension  of  imports,  the  decrease  in  road  and  industrial  build- 
ing, and  the  deficiency  in  the  grain  crops  of  1917,  aft'ected  very 
seriously  tonnages  that  under  normal  conditions  are  available  for 
this  waterway.     In  compliance  with  very  urgent  requests   of   the 
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people  of  the  State  of  New  York,  a  local  packet  freight  service  was 
installed  between  Troy  and  Buffalo.  As  suitable  boats  were  not 
obtainable  and  as  the  terminals  were  in  some  cases  unfinished  and  in 
others  inaccessible,  it  was  apparent  that  the  operation  would  not  be 

frofitable,  and  results  justified  this  view;  that  is,  of  the  packet  service, 
t  was  not  a  very  large  aft'air  at  all,  but  it  seemed  wise  to  undertake 
it  in  order  to  develop  the  possibilities  of  the  business.  I  thmk  it  can 
be  developed  under  proper  conditions. 

It  is  to  be  noted  that  although  the  enlarged  canal  was  in  operation 
all  season,  no  activity  was  displayed  on  the  part  of  individuals  or 
corporations  to  build  vessels.  The  Railroad  Administration  has 
repeatedly  announced  that  it  does  not  assume  to  control,  nor  does  it  in 
any  way  discourage,  the  operation  of  privately  operated  barges;  nor 
does  it  fix  the  carrying  rate  for  independent  vessels.  Wlien  the  canal 
and  its  facilities  are  completed,  and  w^hen  modern  vessels  are  avail- 
able, it  will  be  possible  to  ascertain  the  cost  of  transporting  traffic 
on  this  waterway.  The  results  obtained  during  this  formative  stage, 
with  the  unavoidably  antiquated  equipment,  are  not  a  criterion  of 
what  can  be  accomplished  with  a  completed  canal  and  modern  equip- 
ment. The  adjustment  of  shippers  and  their  facilities  to  the  use  of 
the  canal  is  also  a  matter  of  time,  which  could  not  be  progressed 
rapidly  with  the  conditions  existing  during  the  present  season. 

Delaware  &  Raritan  Canal. — The  Delaware  &  Raritan  Canal,  con- 
necting the  Delaware  River  with  New  York  Plarbor,  from  1914  up  to 
the  present  year  suffered  a  steady  decrease  in  business.  In  1917, 
273,000  tons  of  freight,  in  round  numbers,  were  moved.  The  limited 
draft  of  water  and  small  lock  structures  prevented  profitable  trans- 
portation operation  on  this  waterway.  It  became  evident  last 
spring  that  there  would  be  a  marked  decrease  in  the  use  of  the  canal 
for  transportation  of  coal,  due  to  the  fact  that  coal  was  to  be  shipped 
via  other  routes,  but  there  was  an  unusual  demand  for  transportation 
of  miscellaneous  freight  between  New  York  and  Philadelphia  by  this 
route.  The  canal  has  for  many  years  been  under  lease  to  the  Penn- 
sylvania Railroad  Co.  and  came  under  Federal  control  as  part  of  its 
transportation  system.  In  July  the  New  York-New  Jersey  Canal 
Section  took  charge  of  the  floating  power  equipment  of  the  Railroad 
Administration  on  the  canal  and  December  1  the  operation  and  main- 
tenance of  the  canal  was  transferred  to  that  section.  The  Railroad 
Administration  also  operated  a  fleet  of  packet  freight  ships  during  a 
part  of  the  season.  There  are  a  number  of  private  transportation 
agencies  operating  on  this  canal.  In  spite  of  the  loss  of  coal  tonnage, 
the  total  freight  movement  on  the  canal  will  slightly  exceed  that  of 
1917. 

Cliesapealce  cfc  Ohio  Canal. — The  Chesapeake  &  Ohio  Canal,  con- 
necting Chesapeake  Bay  with  Pennsylvania  and  West  Virginia  coal 
fields,  has  been  operated  at  a  loss  for  several  years.  At  the  beginning 
of  the  season  of  1918  it  appeared  that  unless  action  was  taken  to  sup- 
port navigation  on  this  canal  the  increasing  costs  would  cause  it  to 
cease,  whde  the  pressure  of  traffic  at  that  time  upon  the  railroads 
bringing  coal  to  Washington  and  vicinity  was  so  great  as  to  make  it 
very  undesirable  that  they  have  the  additional  burden  of  transporting 
the  coal  previously  carried  by  the  canal.  The  Railroad  Administra- 
tion, theref(u-e,  for  a  time  assumed  the  cost  of  canal  tolls  on  coal, 
and  later  on  made  an  arrangement  with  the  only  company  operating 
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boats  on  the  canal,  wliicli  insured  the  maintanence  of  the  service, 
the  Kaih-oad  Administration  paying  the  actual  cost  of  the  service 
over  and  above  the  freight  charges  which  were  paid  by  the  shipper 
at  the  same  rate  as  for  rail  shi])ments.  The  Railroad  Administration 
also  fm-nished  10  new  barges  which  were  leased  to  the  operating 
company.  It  seemed  desirable  to  keep  that  facility  going  in  view 
of  the  great  pressm*e  on  the  railroads  at  that  time. 

Oliio  River. — In  view  of  the  fact  that  the  projected  locks  and  dams 
on  the  Ohio  River  between  Pittsburgh  and  Cairo  are  not  completed 
(the  movement  has  not  been  finished  even  between  Pittsburgh  and 
Cincinnati)  it  does  not  seem  a  proper  time  to  consider  any  new  equip- 
ment for  this  route. 

Lake  Keuka,  N.  Y. — The  service  formerl}-  operated  on  this  lake 
by  the  Lake  Keuka  Navigation  Co.  had  been  discontinued,  and  in 
order  to  move  the  grape  crop  of  1918  the  Division  of  Inland  Water- 
ways operated  equipment  of  the  Lake  Keuka  Navigation  Co.  during 
the  grape  season. 

INTRACOASTAL    WATERWAYS. 

The  intracoastal  wateiway  from  Philadelphia  to  Beaufort,  N.  C, 
will  be  susceptible  of  greater  commercial  development.  The  pro- 
jected improvement  between  Norfolk  and  Beaufort  will  not  be  com- 
pleted for  some  time,  and  it  will  require  at  least  two  years  to  mod- 
ernize the  Chesapeake  &  Delaware  Canal.  Tliis  improvement — that 
is,  the  Chesapeake  &  Delaware  Canal- -ought  to  be  authorized 
promptl}^,  and  I  hope  that  the  Congress  may  grant  the  necessary 
ap)3ropriation  and  power  to  deal  with  the  matter. 

That  is  a  very  important  connecting  waterway  there,  which  could 
render  very  great  service  to  the  commerce  center  at  Baltimore  if  it 
could  be  finished. 

The  fleet  cooperating  along  this  route  was  commandeered  to  a 
considerable  extent  during  the  war,  but  the  vessels  are  being  slowly 
returned  to  the  owners.  The  fleet  seems  to  be  sufficient  for  normal 
conditions.  The  capacit}^  can  be  considerably  increased  by  the 
introduction  of  modern  terminal  methods.  Ultimately  packet  freight 
service  on  this  route  may  be  practicable. 

COASTWISE   SHIPS. 

The  fleets  of  vessels  of  railroad  ownership  were  augmented  on 
April  13,  1918,  by  the  taking  over  of  the  vessels  of  the  Clyde,  Mallory, 
and  Southern  Steamship  Cos.  and  the  Merchants  &  Miners  Trans- 
portation Co.,  comprising  64  passenger  and  cargo-carrying  vessels, 
operating  in  coastwise  service  between  various  ports — Boston,  Mass., 
to  Galveston,  inclusive.  The  operation  of  the  vessels  was  at  times 
seriously  interfered  with  by  German  submarines.  In  supporting  the 
war  policy  of  the  Nation,  the  steamships  under  Federal  control  were 
used  in  war  work  to  the  maximum  extent.  The  properties  of  the 
Clyde,  Mallory,  and  Southern  Steamship  Cos.  and  the  Merchant  & 
Miners  Transportation  Co.  were  relinquished  from  Federal  control 
on  December  6,  as  they  are  no  longer  necessary  to  the  war  purpose. 
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CAPE    COD    CANAL. 

The  Cape  Cod  Canal  was  taken  under  Federal  control  July  25,  1918, 
and  it  is  earnestly  hoped  that  it  will  be  operated  in  the  future  by  the 
Government.  Formation  of  shoals  had  reduced  its  navigable  depth 
to  17  feet  at  mean  low  water  when  the  Government  took  control, 
but  the  Railroad  Administration  immediately  provided  $250,000  for 
dredging,  piling,  bank-protection  work,  etc.,  and  on  October  23  the 
canal  was  opened  for  vessels  drawing  20  feet  6  inches  of  water,  and 
the  dredging  necessary  to  restore  the  original  depth  of  25  feet  at  mean 
low  water  is  expected  to  be  completed  by  February  15,  1919.  Im- 
provements have  been  made,  including  the  installation  of  bank  pro- 
tection by  granite  riprapping.  In  spite  of  the  fact  that  the  work  on 
the  canal  has  not  been  entirely  completed,  there  has  been  an  increase 
of  56.4  per  cent  in  the  number  of  vessels  handled  and  114  per  cent  in 
the  cargo  tonnage  transported  through  the  canal  in  1918,  as  compared 
to  1917. 

The  use  of  the  canal  effects  a  saving  of  about  65.70  miles  in  the 
journc}^  and  a  great  many  hours  in  time;  it  increases  very  largely 
the  vessel  unit  efficiency  of  these  boats  which  use  the  canal. 

STANDARDIZATION    OF    LOCOMOTIVES    AND    CARS. 

Before  Government  control,  practicall}'  every  important  railroad 
had  its  own  specifications  for  cars  and  engines.  Practically  all  were 
different  in  details.  Although  the  facts  are  not  obtainable,  it  has  been 
said  that  there  were  2,023  different  styles  of  freight  cars  and  almost 
as  many  different  styles  of  locomotives  mcluded  in  the  equipment  of 
American  railroads  prior  to  the  war.  Complete  standardization,  of 
couise,  is  impossible,  but  as  rapidly  as  existing  rolling  stock  and 
engines  wear  out,  it  ought  to  be  practicable  to  replace  them  by  stand- 
ard types.  During  the  period  of  Federal  control  progress  has  been 
made.  Some  12  standard  types  for  freight  cars  nave  been  agreed 
upon,  and  it  has  also  been  decided  that  hereafter  only  six  different 
types  of  locomotives  of  two  different  weights  shall  be  purchased. 
The  parts  of  these  various  locomotives  and  freight  cars,  respectively, 
are  interchangeable.  The  importance  of  this  is  forcibly  illustrated 
by  an  instance  where  a  leased  locomotive  was  held  out  of  service  until 
over  .$4,800  had  accumulated,  awaiting  a  part  which  would  cost  not 
to  exceed  S30.  Where  particular  conditions  exist,  however,  and 
where  special  types  of  locomotives  are  necessary,  permission  has  been 
given  to  depart  from  the  standardized  t3^pe  of  locomotive. 

I  may  say  that  a  very  interesting  development  has  resulted  from 
the  standarclization  of  these  types,  as  shown  by  the  actual  production 
at  the  American  Locomotive  Works.  I  haven't  those  figures,  but  I 
will  supply  them  a  little  later,  but  the}'  show  an  enormous  increase  in 
the  output  of  the  standardized  locomotives  with  precisely  the  same 
machines  and  number  of  employees,  as  against  the  specialized  type 
which  had  been  theretofore  constructed. 

CIVILIAN   INCONVENIENCES. 

While  such  a  great  work  was  being  performed,  inconveniences  to 
civilian  travelers  and  some  interferences  with  the  transportation  of 
ordinary  freight  in  the  United  States  were  unavoidable.     The  war 
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necessity  came  first;  the  civilian  needs  of  America  second.  With  a 
limited  supply  of  passensjor  and  freight  equipment  available,  and  with 
a  large  proportion  of  this  equipment  needed  for  the  movement  of 
troo{)s  and  war  sup])lies,  there  were  not  sufhcient  cars  and  locomo- 
tives remaining  to  fully  meet  civilian  needs;  nor  was  there  time  nor 
materials  nor  labor  to  build  them.  .  This  was  explained  to  the  coun- 
try early  in  the  year,  and  during  the  period  of  the  war  the  people 
generally,  when  they  realized  the  situation,  patriotically  accepted  it 
and  made  sacrifices  accordingly. 

Whatever  inconveniences  have  resulted  are  due  entirely  to  war 
conditions  and  are  in  no  way  related  to  the  fact  that  the  railroads 
were  under  Government  control.  Such  inconveniences  undoubtedly 
would  have  been  greater  under  private  control,  for  the  supply  of 
equipment  was  augmented  by  the  ability  of  the  Government  to 
shorten  routes,  to  combine  facilities,  to  pool  equipment  and  motive 
power,  and  to  introduce  economies  which  the  roads  under  private 
control  could  not  and  would  not  have  introduced. 

I  desire  to  make  this  point  as  clear  as  possible,  for  it  is  necessary 
for  the  American  people  to  understand  the  facts  of  the  railroad  situa- 
tion if  this  big  problem  is  to  be  dealt  with  intelligently.  Passenger 
equipment,  while  crowded  during  the  war,  was  crowded  because 
much  of  the  equipment  had  to  be  used  in  the  transportation  of 
troops;  it  was  not  crowded  because  the  Government  had  control 
of  the  railroads.  As  a  matter  of  fact,  many  thousands  of  passenger 
train-miles  were  saved  by  the  ability  of  the  Government  to  achieve 
results  which  private  owners  of  the  roads  coidd  not  or  w^ould  not 
have  achieved.  I  say  they  would  not  have  achieved  it,  simply  because 
of  the  competitive  system,  which  would  naturally  make  them  un- 
willing to  surrender  any  of  their  business  or  traffic  to  competitors. 
During  the  period  of  Federal  control,  every  possible  economy  was 
exercised  in  order  to  save  both  passenger  and  freight  equipment  and 
make  as  many  cars  and  locomotives  as  possible  available  for  the  war 
need  first  and  for  the  needs  of  the  civihan  population  next. 

I  will  now  read  that  paragraph  about  the  increased  capacity 
resulting  from  standardization: 

The  increase  in  the  rate  at  which  standardized  locomotives  can  be  turned  out  is 
clearly  shown  by  the  foflowing  comparison  of  the  two  principal  shops  of  the  American 
Locomotive  Co.  during  a  portion  of  July  and  August,  when  the  locomotives  built  were 
of  individual  design,  with  a  similar  period  in  September  and  October,  when  they  were 
building  standardized  locomotives. 

During  five  weeks  beginning  July  20,  an  average  of  13^  locomotives  per  week  were 
turned  out  at  the  Dunkirk  plant,  while  during  five  weeks  beginning  September  14, 
an  average  of  19^  locomotives  per  week  were  turned  out  at  the  same  plant.  For 
Schenectady,  during  the  five-week  period  beginning  July  20,  and  average  of  8 
locomotives  per  week  were  turned  out,  while  for  the  corresponding  period  beginning 
September  14,  an  average  of  13f  locomotives  were  turned  out. 

It  will  be  seen  that  the  increased  production  due  to  the  standardized  locomotives 
was  about  50  per  cent. 

Of  course,  the  method  of  building  various  types  of  locomotives  is 
an  element  in  keeping  up  the  cost  of  production. 

SERVING    THE    PUBLIC. 

While  putting  the  paramount  war  needs  of  the  Nation  first,  never- 
theless, every  possible  effort  has  been  made  by  the  railroads  under 
Federal  control  to  serve  the  public  adequately  and  furnish  every 
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possible  facility  for  carrying  on  the  ordinary  passenger  and  freight 
Dusiness  of  the  Nation.  Tlie  railroads  are  public  servants  and  in 
time  of  peace  the  first  consideration  should  })e  to  furnish  adequate 
service  at  the  lowest  possible  cost.  To  keep  in  touch  with  tiie public 
during  the  period  of  Federal  control  and  see  to  it  that  their  needs 
were  given  every  possible  consideration,  the  Division  of  Public  Service 
and  Accounting  was  established  soon  after  the  railroads  were  taken 
over  and  Hon.  Charles  A.  Prouty  was  made  director  of  the  division. 
With  this  objeot  in  view,  trafhc  committees  were  ear.y  established 
upon  which  the  public  was  given  representation.  While  these  com- 
mittees have  no  authority  to  change  rates,  nevertheless,  their  advice 
and  recommendations  are  most  helpful.  What  the  shipping  public 
desires  above  everything  is  stability  of  rates  and  reliability  and  ade- 
quacy of  service.  In  the  past  thousands  of  rate  changes  have  been 
made  each  month,  which  were  worse  than  unnecessary.  While  pas- 
senger and  freight  service  was  of  necessity  interfered  with  during  the 
war,  efforts  have  been  made  during  the  past  year  to  keep  in  touch 
with  State  railroad  commissions  and  other  local  bodies  to  make  cer- 
tain that  well-grounded  and  important  complaints  should  receive 
prompt  attention. 

At  the  beginning  of  Federal  control  four  express  companies,  working 
under  contracts  with  the  railroad  companies,  each  railroad,  generally 
speaking,  having  a  contract  with  only  one  express  company,  were 
doing  about  96  per  cent  of  the  express  business  of  the  country.  Tiie 
transportation  business  of  the  express  companies  was  to  utilize  the 
passenger  train  service  of  the  railroads,  and  to  furnish  pick-up  and 
delivery  service  in  connection  therewith,  so  as  to  secure  the  expedi- 
tious transportation  of  property,  and  their  service  was  so  closely  con- 
nected with  railroad  transportation  that  it  was  obvious  from  the 
beginning  that  similar  unification  of  control  and  service  must  be  ap- 
plied to  express  transportation  as  to  the  railroads  under  Federal 
control. 

This  was  accomplished  through  the  organization  of  the  American 
Railway  Express  Co..  which  took  over  the  transportation  business  of 
the  four  large  express  companies  above  referred  to,  and  entered  into 
a  contract  with  the  Director  General  of  Railroads  for  conducting  the 
express  business  in  a  manner  similar  to  that  in  which  the  four  com- 
panies had  previously  conducted  the  express  business  on  the  rail- 
roads, subject,  however,  to  substantially  complete  control  of  the 
business  by  the  Government,  and  to  an  arrangement  for  sharing  of 
profits.     This  contract  was  entered  into  June  26,  1918. 

On  July  15,  1918,  a  10  per  cent  increase  in  express  rates  became 
effective,  all  of  which  was  recjuired  to  meet  increased  wages  of  em- 
ployees of  the  American  Railway  Express  Co. 

Recently  it  became  apparent  that  the  })ower  of  control  possessed 
by  the  director  general  under  the  contract  would  have  to  be  directly 
exercised  in  order  to  deal  effectively  with  problems  of  wages  and 
working  conditions  for  express  employees  and  in  connection  there- 
with to  make  necessary  increases  in  rates  to  provide  for  necessjiry 
wage  increases.  It  therefore  became  important  to  make  it  specifi- 
cally clear  by  presidential  proclamation  that  the  President  had  the 
possession,  use,  control,  and  operation  of  the  entire  transportation 
system  of  the  American  Railway  Express  Co.,  and  accordingly  a 
proclamation  to  that  effect  was  issued. 
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Caroful  investigation  indicated  that  the  express  company  would 
require  approximately  $12,000,000  per  annum  additional  revenue  for 
such  wage  increase.  The  Interstate  Commerce  Commission  was  con- 
sulted as  to  the  method  of  applying  the  increases  to  obtain  the 
amount  desired  and  advised  in  substance  that  if  it  was  considered 
necessary  to  increase  the  express  rates  sufficiently  to  make  the 
ex[)ress  companies'  ]>roportion  yield  the  amount  stated,  it  considered 
the  allocation  of  the  increase  proposed  preferable  to  any  other  method 
of  making  the  increase. 

On  Novem})er  19  an  order  was  made  increasing  express  rates  to  an 
amount  sufhcient  to  yield  the  express  company,  from  its  portion  of 
the  increased  revenue  received,  approximately  .$12,000,000.  This 
method  carried  with  it  a  corresponding  increase  in  the  railroad 
revenue  from  the  express  business  which  was  recjuired  to  maintain  a 
proper  relation  with  freight  rates  and  for  other  reasons.  The  basis 
of  the  wage  increases  is  now  under  consideration  by  the  board  of 
railroad  wages  and  working  conditions,  the  body  which  I  established 
for  hearing  employees  on  the  transportation  systems  under  Federal 
control  who  seek  changes  in  their  wages  or  working  conditions,  and 
recommending  to  me  the  action  to  be  taken  on  such  requests. 

The  conduct  of  the  express  business  has  been  gi'eatly  hampered  by 
shortage  of  express  and  baggage  cars  which  in  turn  has  been  largely 
caused  by  the  absor))tion  of  those  cars  in  handling  troops  and  troop 
supplies.  I  am  justified  in  anticipating  that  there  will  be  steady 
improvement  in  the  express  service  as  additional  express  and  baggage 
cars  become  available  and  as  labor  conditions  are  improved  by 
means  of  the  steps  above  described. 

I  have  given  you  a  statement  of  the  transportation  conditions  a 
year  ago,  of  the  transportation  achievements  under  Federal  control 
during  a  year  of  war,  and  of  the  present  situation. 

THE    FUTURE. 

What  remains  to  be  considered  is  what  permanent  solution  of  the 
railroad  problem  should  be  adopted  and  what  shall  bo  the  temporary 
form  of  railroad  control  pending  a  permanent  solution. 

In  December,  1917,  there  were  about  180  separate  operating  rail- 
road companies  in  the  United  States  with  operating  revenues  of 
$1,000,000  or  more  per  year  each.  Seventy-five  of  those  companies 
had  operating  revenues  of  $10,000,000  or  more  per  year  each.  There 
were  several  hundred  companies  whose  respective  operating  revenues 
were  less  than  $1,000,000  per  year. 

POSSIBLE    SOLUTIONS. 

Broadly  speaking,  there  are  three  general  permanent  solutions  of 
the  railroad  question  possible.  The  first  is  to  send  the  railroads  back 
into  private  control  of  ^le  several  hundred  old  companies.  The 
second  is  to  have  outright  Government  ownership  and  control  of  all 
the  railroads.  The  third  is  to  reconstruct  the  railroad  along  logical 
lines  so  as  to  wipe  out  these  hundreds  of  different  railroad  companies 
and  substitute  a  comparatively  few  companies  which  under  strict 
and  close  Government  control  can  be  expected  to  combine  the  ad- 
vantag<'.s  of  Government  control,  including  unified  control  of  those 
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things  where  it  is  needed  with  the  advantages  of  initiative  of  private 
management.  Now,  the  form  of  such  control,  if  undertaken,  may 
present  itself  in  a  good  many  different  shapc^s,  and  I  am  not  under- 
taking to  give  formulas.  I  am  only  undertaking  to  state  the  principles 
which  I  think  might  be  invoked  in  the  consideration  of  the  various 
plants.  I  am  not  committed  to  any  particular  plan.  I  wish  to  lay 
before  you  certain  reforms  which  I  think  are  indispensable  and 
without  wliich  any  so-called  solution  of  the  railroad  problem  will  be 
a  mere  disappointing  makeshift. 

POLICY. 

I  am  frank  to  say  I  do  not  believe  that  these  important  reforms 
can  possiblj^  be  accomplished  if  we  are  to  have  in  the  future  several 
hundred  different  railroad  companies  as  we  have  had  in  the  past, 
or  even  a  hundred  or  even  fifty  different  railroad  companies.  1 
believe  they  can  all  be  accomphshed  either  through  a  comparatively 
few  raikoad  companies  or  through  single  Federal  control.  If  the 
country  prefers  to  continue  in  existence  the  hundreds  of  different 
railroad  companies  as  in  the  past,  I  beUeve  it  will  be  necessary  to 
abandon  the  hope  of  obtaining  most  of  the  fundamental  reforms 
which  I  propose  to  point  out. 

THE    TERAIIXAL    PROBLEM. 

One  of  the  most  difficult  and  important  railroad  problems  in  this 
country  is  that  of  terminal  facilities.  It  probably  means  more  to 
the  producing  and  consuming  public  in  the  matter  of  delays,  incon- 
venience, and  transportation  burdens  than  any  other  phase  of  trans- 
portation. It  is  generally  understood  that  the  delays  and  excessive 
costs  do  not  occur  principally  on  account  of  insufficiency  of  facihties 
on  the  road,  but  on  account  of  inadequate  terminals  and  of  the 
heavy  terminal  costs. 

It  is  not  unnatural  that  this  should  be  the  case.  It  is  a  far  simpler 
proposition  to  haul  a  train  over  a  railroad  than  it  is  to  break  up  that 
train  in  a  terminal  and  distribute  its  cars  to  the  connecting  carriers. 
For  one  thing,  it  is  easier  to  provide  adequate  track  capacity  on  the 
railroad  itself,  most  of  which  runs  through  the  country,  than  it  is  to 
provide  adequate  track  capacity  in  a  terminal  which  is  generally  in 
the  midst  of  a  great  city.  But  an  even  more  important  point  is  that 
when  the  train  is  being  carried  over  the  railroad  between  terminals 
it  is  being  handled  exclusively  under  one  management  and  on  a 
raikoad  which  has  been  planned  with  unity  of  purpose.  But  the 
moment  a  train  gets  into  a  terminal  where  its  cars  must  be  separated 
and  delivered  to  connecting  lines,  then  we  have  to  deal  with  facilities 
which  have  not  been  planned  with  unity  of  purpose  and  which  under 
private  control  are  not  operated  under  a  single  management.  The 
abihty  of  one  company  to  get  rid  of  the  business  depends  upon  what 
its  connecting  companies  have  provided  in  the  way  of  terminal  tracks 
and  other  terminal  facilities  and  upon  the  way  in  which  those  con- 
necting companies  carry  on  their  operations.  It  is  human  nature 
that  each  company  is  much  more  interested  in  looking  after  its 
immediate  exclusive  interests,  both  in  the  facilities  which  it  provides 
and  in  the  way  it  operates  them,  than  it  is  in  building  and  operating 
its  property  so  as  to  help  its  connections. 
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Gonorally  speaking,  the  cities  of  this  country  and  the  raih-oad  traffic 
that  passes  tlirough  them  have  wholly  outgrown  the  railroad  terminal 
facilities  which  were  provided  many  years  ago  without  any  conception 
of  the  growth  of  the  country's  traffic.  It  is  difficult  to  get  the  land  to 
expand  the  terminals  of  any  one  railroad  and  each  railroad  company 
is  jealously  trying  to  prevent  some  other  railroad  from  getting  the 
advantage  in  new  terminal  facilities.  Each  railroad  company  wants 
to  plan  its  new  terminals  so  as  to  help  its  own  business  and  so  as  not  to 
help  its  rivals.  This  is  perfectly  natural.  It  is  true  that  at  times 
under  pressure  of  critical  necessity  some  of  the  railroads  at  some 
cities  try  to  combine  a  portion  of  their  terminal  plants  into  a  joint 
terminal  enterprise.  But  it  takes  years  for  the  railroads  to  agree  on 
any  such  matter,  and  the  comprehensiveness  of  the  particular  plan  is 
generally  interfered  with  by  the  selfishness  of  some  particularly  power- 
ful railroad  which  feels  that  it  can  preserve  certain  advantages  by 
refusing  to  put  into  the  joint  plan  certain  facilities  which  ought  to  be 
put  there  in  the  public  interest. 

The  effect  is  that  when  it  comes  to  terminal  properties  we  get  a 
clear-cut  conflict  of  interest  between  the  public  and  any  particular 
railroad  company.  The  public  wants  terminal  facilities  compre- 
hensively planned  and  carried  out  so  as  to  promote  the  greatest  con- 
venience and  economy  for  all  concerned,  but  each  railroad  company, 
under  competitive  conditions,  is  anxious  to  preserve  any  particular 
advantage  which  it  already  has  and  to  increase  that  advantage  when 
practicable.  This  clash  of  interests  between  the  public  and  any  par- 
ticular railroad  company  and  between  the  different  railroad  companies 
serving  a  particular  terminal  operates  to  produce  deadlocks  which  to 
a  large  extent  prevent  terminals  from  being  developed  so  as  to  meet 
the  business  necessities  and  so  as  to  serve  the  public  to  the  greatest 
advantage. 

The  condition  exists,  and  is  largely  accounted  for  b}'  the  reasons 
above  given,  that  the  outstanding  shortcomings  in  railroad  transporta- 
tion are  inadequacies  in  terminal  facilities.  The  great  unnecessary 
burdens  in  the  matter  of  inconveniences,  delay  and  cost  for  which  the 
producing  and  consuming  public  have  to  pay  are  largely  due  to  these 
terminal  conditions.  There  can  be  no  successful  solution  of  the  rail- 
road problem  which  does  not  provide  a  solution  for  these  terminal 
difficulties.  The  greatest  opportunity  to  reduce  railroad  costs  for  the 
future  and  to  promote  public  convenience  in  transportation  will  be 
found  in  the  solution  of  these  terminal  problems. 

CINCINNATI AN    EXAMPLE. 

A  concrete  illustration  will  help  to  emphasize  the  present  diffi- 
culties. Cincinnati  is  an  important  gateway  between  the  North  and 
the  South. 

Three  important  railroads,  the  Chesapeake  &  Ohio,  the  Louisville 
&  Nashville,  and  the  Cincinnati  Southern,  reach  Cincinnati  by  cross- 
ing the  Ohio  River.  Four  other  important  railroads,  the  Big  Four, 
the  Baltimore  &  Ohio,  the  old  Cincinnati,  Hamilton  &  Dayton, 
now  the  Erie,  the  Pennsylvania,  and  the  Norfolk  &  Western,  reach 
Cincinnati  on  the  north  "bank  of  the  Ohio  River.  The  interchange 
of  traffic  between  these  lines  at  Cincinnati  is  enormous  and  the 
general  public  has  a  vital  interest  in  this  interchange  being  accom- 
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plished  with  the  least  possible  delay  and  expense.  Yet  conditions 
are  such  that  in  times  of  heavy  traffic  Cincinnati  is  badly  congested 
with  freight  and  the  a})ility  of  all  the  railroads  mentioned,  not  only 
with  respect  to  handling  traffic  through  Cincinnati,  but  with  respect 
to  handling  other  important  traffic,  is  largely  hampered  by  the 
inability  to  got  rid  of  the  traflic  which  must  pass  through  Cincinnati. 

Each  of  the  three  railroads  approaching  Cincinnati  from  the  South 
has  a  bridge  across  the  Ohio  River.  The  Cincinnati  Southern  bridge- 
and  the  Chesapeake  &  Ohio  bridge  are  so  light  that  they  can  not 
accommodate  the  heavy  locomotives  which  are  used  on  those  roads, 
so  that  there  must  be  delay  and  cost  and  congestion  due  to  the 
necessity  of  changing  engines  south  of  the  Ohio  River  on  those 
two  roads. 

The  Louisville  &  Nashville  has  the  use  of  a  bridge  which  has  only 
a  single  track  and  is  therefore  entirely  too  restricted  in  capacity  to 
handle  the  traffic.  The  topographical  conditions  in  Cincinnati  are 
such  as  to  make  it  exceedingly  difficult  to  ffiid  suitable  ground  upon 
which  to  construct  terminal  facilities,  and  the  densely  populated 
area  makes  terminal  facilities  extremely  costly.  A  considerable  part 
of  the  important  terrninals  in  Cincinnati  is  subject  to  overflow  in 
times  of  high  water.  To  a  very  large  extent  the  traffic  which  any 
one  railroad  brings  into  Cincinnati  is  traffic  which  must  be  moved 
beyond  Cincinnati  by  some  other  railroad,  so  that  more  than  one 
railroad  generally  has  an  interest  in  providing  proper  facilities  for 
all  the  traffic  moving  through  Cincinnati  and  all  the  railroads  reach- 
ing there  have  a  common  interest  in  avoiding  the  congestion  at 
Cincinnati,  which  in  the  past  has  constituted  one  of  the  most  serious 
traffic  situations  in  the  country.  Yet  each  of  the  railroad  com- 
panies has  its  separate  facihties,  and  while  there  have  been  various 
particular  arrangements  of  a  joint  character,  it  still  remains  true 
that  in  all  the  years  that  have  passed  the  railroad  companies  under 
private  management  have  never  been  able  to  get  together  and  put 
into  effect  any  comprehensive  plan  which  would  result  in  terminal 
facilities  equal  to  the  situation.  It  seems  fair  to  conclude  from  the 
failure  of  the  railroad  companies  in  the  past  to  accomplish  this 
result  that  they  probably  never  will  accomplish  it  in  the  future 
under  corresponding  methods  of  private  management. 

At  the  present  time  there  are  perhaps  25  to  30  freight  houses  in 
and  around  Cincinnati  which,  generally  speaking,  have  been  pro- 
vided primarily  for  the  particular  use  of  separate  railroad  companies 
and  without  any  purpose  of  combining  all  the  freight-house  facihties 
so  as  to  serve  the  general  public  to  the  best  advantage  and  at  the 
least  cost. 

NECESSITY    OF    FINDING    REMEDY. 

It  is  evident  that  in  view  of  the  common  interest  which  the  rail- 
road companies  have  in  the  traffic  passing  through  Cincinnati  some 
comprehensive  plan  ought  to  be  worked  out.  No  one  railroad  com- 
pany can  live  to  itself  alone  in  a  terminal  like  Cincinnati.  No  one 
important  structure  should  be  planned  simply  from  the  standpoint 
of  a  particular  railroad  company.  The  entire  situation  should  be 
dealt  with  from  the  standpoint  of  the  general  pubhc  interest  and 
the  selfish  interests  of  any  particular  railroad  company  ought  to  be 
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subordinated  to  the  general  interest.  Yet  under  private  manage- 
ment there  is  no  way  whatever  in  which  the  pubUc  can  properly 
assert  and  accompUsh  its  needs  and  the  result  both  in  construction 
of  facilities  and  in  operation  is  left  to  the  haphazard  play  of  the  con- 
flicting ideas  of  seven  or  more  separate  railroad  companies  and 
plans  of  the  utmost  importance  are  subject  at  any  time  to  be  de- 
feated by  the  disagreement  of  one  or  more  of  these  companies. 

$45,000,000    NEEDED    AT    CINCINNATI. 

It  is  estimated  that  there  ought  to  be  spent  in  the  near  future 
about  $45,000,000  in  the  rehabilitation  of  Cincinnati  terminals  so 
as  to  make  them  equal  to  modern  public  needs,  with  probably 
$25,000,000  additional  for  passenger  terminals.  This  involves  the 
building  of  a  new  bridge  and  the  reconstruction  and  enlargement  of 
two  other  bridges,  the  construction  of  convenient  and  commodious 
freight  houses,  the  provision  of  adequate  belt  lines  and  adequate 
facilities  for  intercommunication  between  the  different  railroads. 
Practically  every  item  of  this  large  expenditure  involved  directly 
or  indirectly  the  interests  of  two  or  more  separate  railroad  com- 
panies. In  fact,  virtually  the  whole  expenditure  has  to  be  made  in 
the  common  public  interest  and  without  making  the  interest  of  any 
one  railroad  company  paramount  as  to  any  particular  item.  If  this 
matter  is  left  to  be  worked  out  by  the  separate  railroad  companies 
without  any  controlling  public  authority  to  shape  up  the  whole 
situation  for  the  benefit  of  the  general  public,  there  is  no  reason  to 
believe  that  it  ever  will  be  successfully  worked  out.  Certainly  the 
railroad  companies  have  had  many  years  in  which  to  work  out  the 
problem  and  they  have  never  done  so.  If  it  is  not  adequately  solved 
the  result  will  be  that  a  great  burden  of  delay  and  inconvenience, 
uncertamty,  and  cost  will  continue  to  rest  upon  the  people  of  the 
United  States  simply  because  a  thing  which  ought  to  obviously  be 
done  at  Cmcinnati  in  the  public  interest  is  not  done  and  it  will  not 
be  done  because  the  power  of  government  which  ought  to  be  exer- 
cised to  promote  the  public  interest  is  allowed  to  remain  dormant 
and  subordinate  to  the  separate  interests  and  to  the  disagreement 
of  various  privately  managed  railroad  companies. 

SAME    CONDITIONS   ELSEWHERE. 

What  is  true  of  Cincinnati  is  true  to  a  large  extent  of  every  im 
portant  terminal  in  the  country,  particularly  of  Chicago  and  the 
terminals  around  New  York  Harbor.  In  the  aggregate  these  situa- 
tions constitute  a  great  burden  and  menace  to  rail  transportation 
and  a  serious  obstacle  to  convenience  and  certainty  to  the  public  in 
the  performance  of  that  transportation.  These  situations  must  be 
met  if  transportation  in  this  country  is  to  be  performed  at  a  reasonable 
cost  and  without  the  intolerable  congestions  and  delays  which  have 
periodically  arisen  in  the  past.  This  is  more  important  with  respect 
to  the  future  development  of  the  country  than  it  is  to  the  present 
conditions. 

Nor  is  there  any  just  reason  why  railroad  companies  should  fear 
that  such  a  comprehensive  development  of  terminals  is  going  to  in- 
terfere with  any  legitimate  separate  interests  of  the  railroad  compa- 
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nies  in  the  event  they  shall  eventually  be  turned  back  into  the  old 
form  of  private  control.  Any  comprehensive  plans  of  terminal  im- 
provement which  are  for  the  general  public  and  good  will  in  the  long 
run  turn  out  to  be  advantageous  to  every  separate  legitimate  railroad 
route  in  the  country.  No  matter  if  the  railroads  do  go  back  into  the 
old  form  of  jirivate  control  with  anjnvlKTC  from  100  to  200  separate 
managements,  it  is  inevitable  that  in  the  long  run,  and  perhaps  as 
the  result  of  long  years  of  harciship  upon  the  public,  there  must  be 
some  comprehensive  legislative  solution  of  those  terminal  problems 
in  the  general  public  interest.  The  railroads  will  not  be  injured,  but, 
on  the  contrary,  will  be  benefited  by  a  prompt  public  dealing  with 
these  mattei's. 

OTHER    EXAMPLES. 

As  a  simple  illustration,  it  is  evident  that  the  fact  that  the  Balti- 
more &  Ohio  passenger  trains  are  now  taken  into  the  Pennsylvania 
passenger  terminal  in  New  York  has  not  resulted  in  injuring  the 
Baltimore  &  Ohio  or  in  causing  any  injury  to  the  Pennsylvania,  of 
which  it  has  any  right  to  complain.  The  public  has  been  enormously 
convenienced.  If  private  control  should  return  it  is  not  to  be  antici- 
])ated  that  the  public  would  again  be  subjected  to  the  inconvenience 
and  delay  and  expense  incident  to  the  Baltimore  &  Ohio  going  back 
to  the  use  of  its  old  and  inconvenient  passenger  terminal  at  Communi- 
paw,  N.  J.  These  terminal  reforms  which  are  done  in  the  ])ubhc 
interest  will  not  only  be  of  immediate  and  lasting  benefit  to  the  public, 
but  they  will  also  turn  out  to  be  more  than  acceptable  to  the  railroad 
companies  themselves. 

TRANSPORTATION     STRINGENCY    THROUGH    FAILURE    TO    CONTROL 

TRAFFIC. 

The  situation  exists  in  this  country  that  the  transportation  needs 
of  the  people  are  national  and  interdependent,  despite  the  fact  that 
the  railroads  are  local  and  independent.  Practically  every  com- 
mimity  in  the  country  is  dependent  upon  a  national  and  not  a  local 
transportation  service.  It  is  not  true  of  any  community  that  it  can 
depend  wholly  or  even  principally  upon  its  local  railroad  to  transport 
what  it  produces  and  what  it  consumes,  because  directly  or  indirectly, 
what  it  produces  must  in  some  form  go  far  beyond  that  railroad  and 
what  it  consumes  must  in  some  form  originate  beyond  that  railroad. 
Failure  of  transportation  at  the  Atlantic  seaboard  causes  economic 
waste  and  suffering  at  points  far  beyond  those  served  by  the  rail- 
roads which  reach  the  Atlantic  seaboard.  Extensive  failure  of 
transportation  in  any  part  of  the  country  has  corresponding  reac- 
tions in  many  other  parts  of  the  country. 

Unavoidably  the  amount  of  transportation  to  be  performed 
fluctuates  from  season  to  season  and  between  good  A^ears  and  bad. 
At  certain  seasons,  especiaU}'  in  prosperous  years,  the  railroads  are 
confronted  with  a  "peak  load"  or  a  maximum  load,  which  they 
have  not  been  able  in  recent  years  to  handle  satisfactorih"  under 
private  management.  There  has  been  widespread  congestion  of  cars, 
both  loaded  and  empt}',  in  certain  sections,  the  most  acute  shortage 
of  cars  in  other  sections,  an  inability  to  furnish  transportation  urgently 
demanded,  an  inabihty  to  get  the  freight  which  has  been  acceptecl 
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willing  deliberately  to  prevent  th^^^'^^]^^  ^^^^^^^  because  eventually  the 
when  It  IS  able  to  handle  fat  tra^^^^  .^^  ^^^^^^  connecting  hne^ 

traffic  may  be  a  .^^^'vp  tr2c  STts  own  capacity  whether  it  can 
Every  railroad  will  take  ^rathc  to  us  i      ^^^^  ^^^^^  the  rule 

dkcharcre  it  to  connecting  hues  oi  ^^f^  !,\;^^ll  impossible  tor  a 
tSSre.     Indeed,  it  has  been    o-d  P-^^^^^^^  which  it  can 

railroad  company,  ^^^^  ^^^f.^f  ^^^^^  refuse  to  continue  receiv  ng 

MET   BY   UNIFIED    CONTROL. 

These  conditions  have  been  s-bst-t^f  ^^^^^^^ 
by  the  routing  and  f^f^.'^'^J'l^lT^^Z^  whereby  traffic  involv- 
by  the  estabhs  mieiit  of  ^J^^^.-Pfj^^.^ot  allowed  to  be  loaded  except 
ing  potentialities  of  congestion  is  not  ^^^^^^  ^^^^.^^  ^^  ^y  the 

upon  showing  that  it  can  be  ^^^:\^^f  ^Jtmnn  months  of  191S  when 
consignee  at  destination  ^^^^^J-^^^^racticaUy  a  complete  absence 
traffic  was  at  its  heaviest,  there  ^j^a.p  ^^^-^te  precedmg  vears 

of  transportation  stringency  -h^^^^^^^^  ^^^_     This  condition 

had  amounted  ahnost  to  tV^f^P^^;  „  ^he  ability  to  use  this  sys- 
^as  due  largely  to  the  Pf  ^^^^  ^/j,^^^^^^^  of  anv  actual  or  apparent 
Tern  in  the  pubhc  interest  f.^;^.;f;Xrd  is  p4ably  the  most  un- 
en^barrassment  to  any  Pf^/^^ffic  congestion.  It  is  feasible  and 
?2r;j^"^e/=ori?ifno?  e^y  or  possible  m  any  other 

"^A-      of  the  essential  reforms,  therefore    is  the  adoption  of  some 
syftem  to.  c^uS  traffic  in  the  common  interest. 
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As  far  Jis  railrojui  tracks  aro  coiicorncd,  tlio  mileage  of  road  tracks, 
as  distin,2:iiished  from  terminal  tracks,  appears  to  be  siifricieiit  to  take 
care,  j;-enerally  speakiiio;,  of  a  much  lar^^jer  toimage  than  can  he  iian- 
dled  through  the  terminals.  At  times,  however,  particular  railroads 
may  become  embarrassed  by  a  surplus  of  traffic,  even  tliough  it  may 
be  possible  to  care  for  the  traffic  at  the  terminal.  Under  unified  con- 
trol, in  such  conditions,  the  surplus  traffic  can  be  diverted  to  some 
other  railroad  reaching  the  same  destination.  Under  private  con- 
trol this  has  not  been  possible.  The  company  which  was  a])le  to 
obtain  the  routing  of  the  traffic  has,  generally  speaking,  not  been 
willing,  even  though  unable  to  handle  the  traffic  successfully,  to  let 
it  go  to  a  rival  railroad.  The  pul)lic  ought  to  be  provided  with  some 
system  whereby  unused  railroad  capacity  may  be  used  in  the  com- 
mon interest  in  times  of  peace. 

Senator  Pomerene.  Mr,  Secretary,  would  you  rather  go  on  and 
finish  it  now  or  come  back  after  lunch  ?  I  clo  not  believe  you  can 
finish  it  under  half  an  hour. 

Director  General  McAdoo.  I  am  at  the  service  of  the  committee, 
and  your  convenience  is  mine,  gentlemen.  I  would  just  as  soon  fin- 
ish it  after  lunch. 

Senator  Pomerene.  I  move  that  we  take  a  recess  for  an  hour  and 
a  quarter. 

The  Chairman.  Did  you  say  you  would  just  as  soon  finish  it  after 
lunch  ? 

Director  General  McAdoo.  Yes. 

The  Chairman.  Would  you  rather  fuiish  it  now  and  then  come 
back  to-morrow  to  be  examined  ? 

Director  General  McAdoo.  I  would  prefer  to  go  on  to-day.  I  am 
expecting  to  leave  the  city  soon. 

The  Chairman.  I  would  suggest,  as  we  have  started  this,  and  it  is 
fresh  in  our  minds,  perhaps  it  would  be  better  to  take  an  hour  or  an 
hour  and  a  half  for  lunch  and  then  come  back  and  let  Mr.  McAdoo 
proceed,  and  then  the  committee  can  ask  him  any  questions  they 
desire. 

^Ir.  McAdoo.  Will  an  hour  be  sufficient  ? 

(The  motion  of  Senator  Pomerene  was  agreed  to,  and  accordingly, 
at  12.35  o'clock  p.  m.,  the  committee  took  a  recess  until  2  o'clock 
p.  m.) 

AFTER    RECESS. 

The  committee  reassembled  at  the  conclusion  of  the  recess,  at  2 
o'clock  p.  m.,  Senator  Ellison  D.  Smith  (chairman)  presiding. 

STATEMENT  OF  HON.  WILLIAM  G.  M'ADOO,  DIRECTOR  GEN- 
ERAL OF  RAILROADS— Resumed. 

The  Chairman.  Mr.  McAdoo,  you  may  proceed. 

Director  General  McAdoo.  Mr.  Chairman,  I  come  now  to  "export 
traffic." 

One  of  the  most  important  classes  of  traffic  is  the  export  traffic, 
and  this  ought  to  be  greater  than  ever  in  the  future.  The  transfer 
of  such  traffic  at  the  seaport  from  the  railroad  car  to  the  ship  involves 
great  possibilities  for  congestion  and  delay.  Under  the  old  form  of 
private  management  a  particular  railroad  company  naturally  wishes 
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the  traffic  to  go  to  its  own  port,  and,  even  though  that  port  may  be 
momentarily  seriously  congested,  is  unwilling  to  turn  that  traffic  to  a 
rival  line  whose  port  may  be  free  from  congestion.  Undoubtedly, 
tin  opportunity  exists  under  unified  control,  even  in  peace  time,  to 
apportion  the  traffic  among  the  ports  and  coordinate  rail  transporta- 
tion with  ocean  transportation  in  such  way  as  to  greatly  relieve  the 
strain  which  at  times  arises  from  the  inability  of  the  particular  rail- 
road company  to  consider  the  interests  of  ports  other  than  its  own 
and  to  coordinate  effectively  with  the  ocean  transportation.  What- 
ever the  solution  of  the  railroad  question  a  way  ought  to  be  found  to 
control  this  matter  m  the  public  interest  in  times  of  emergency. 

MOTIVE    POWER    AND    CARS. 

A  further  transportation  factor  of  great  importance  is  having  ade- 
quate locomotives  in  good  repair.  In  the  past  each  railroad  company 
has  had  its  own  locomotives  and,  generally  speaking,  has  used  them 
exclusively  upon  its  own  rails.  If  some  of  them  were  temporarily 
idle  there  v^as  not  generally  any  way  of  allowing  them  to  be  used 
temporarily  by  other  railroads  which  were  short  of  locomotives.  In 
cases  where  there  was  no  surplus  of  locomotives  anywhere  and  where 
additional  locomotives  were  far  more  needed,  in  the  public  interest, 
in  some  sections  than  in  others,  there  was  under  private  manage- 
ment no  way  under  peace  conditions  of  taking  locomotives  from  the 
line  where  the  public  interest  needed  them  least  and  putting  them  into 
service  upon  the  line  where  the  public  interest  needed  them  most. 
There  was  no  way  in  which  locomotives  coidd  be  mobilized  so  that  they 
can  be  used  where  they  will  do  the  public  the  most  good.  This,  of 
course,  has  been  accomplisheol  under  unified  control  and  wiU  be  to  an 
increasing  extent. 

The  availability  of  locomotives  depends  upon  their  being  in  good 
repair  and  the  ability  to  repair  them  depends  upon  the  shop  capacity. 
Under  private  control  each  railroad  company  has  had  its  own  shops. 
If  those  shops  are  taxed  to  their  capacity,  it  is  not,  generally  speak- 
ing, convenient  to  turn  additional  locomotives  needing  repair  over  to 
the  shops  of  other  railroad  companies  in  order  to  receive  the  repairs. 
The  result  is  that  shops  of  some  railroads  may  be  partly  or  largely 
idle  and  shops  on  other  railroads  may  be  wholly  unequal  to  the  tasks 
confronting  them.  Yet,  private  management  has  never  been  able 
to  work  out  any  comprehensive  and  effective  way  for  "matching  up" 
the  demand  and  supply  of  locomotives  shop  capacity.  This  important 
matter  has  been  handled  with  CTeat  success  under  unified  control  and 
can  be  developed  so  as  to  be  handled  more  systematically  and  suc- 
cessfully as  time  goes  on. 

COMPETITION. 

Under  private  management  there  has  also  been  an  unnecessary 
use  of  locomotive  power  through  duplication  of  train  service  for 

Eurely  competitive  reasons,  whereas  under  unified  control  trains  can 
e  consolidated  so  as  to  release  for  useful  service  many  locomotives 
which  before  had  been  used  merely  in  transportation'  rivalries  and 
without  carrying  loads  to  their  full  capacity. 
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It  is  obvious  that  cars  can  not  be  mobilized  and  utilized  to  the  best 
interest  of  the  pubhc  as  successfully  under  diversified  private  man- 
agement as  they  can  be  under  unified  control.  When  each  railroad 
company  is  intent  upon  the  traffic  which  it  can  obtain  for  its  own 
line,  it  is  inevitable  that  the  most  carefully  drawn  rules  will  not  be 
fully  carried  out  and  that  there  will  be  a  temptation,  frequently  irre- 
sistible, for  a  railroad  company  to  retain  cars  for  its  own  purposes 
when  the  public  interest  requires  that  those  cars  should  be  devoted 
to  some  other  purpose.  It  is  also  true  that  the  handling  of  empty 
cars  so  as  to  get  them  in  the  quickest  time  to  the  place  where  they 
are  needed  most  can  not  be  handled  as  well  under  private  control, 
because  the  transportation  of  the  empty  car  gives  the  transporting 
railroad  no  revenue,  and  hence  it  is  not  disposed  to  encourage  any 
such  transportation,  except  to  the  extent  that  it  has  had  the  benefit 
of  the  car  when  loaded  and  producing  revenue.  And  yet,  in  many 
instances,  in  order  to  reach  the  place  where  it  is  most  needed  the  car 
ought  to  be  hauled  by  a  line  which  has  enjoyed  no  revenue  from  the 
car  when  it  last  moved  under  load.  The  results  of  unified  manage- 
ment show  important  advantages  resulting  from  unified  control  of 
the  car  supply.  These  advantages  are  strikingly  apparent  in  the 
case  of  special  types  of  cars,  as,  for  example,  tank  cars  and  refrig- 
erator cars. 

Any  permanent  solution  of  the  railroad  question  ought  to  give  the 
public  the  advantage  in  times  of  stress  of  the  mobilization  of  loco- 
motives, and  locomotive  repair  shops,  and  of  the  handling  of  all 
equipment  in  the  public  interest,  including  the  emergency  handling 
of  empty  equipment. 

RATES. 

In  the  matter  of  rates  an  immense  advantage  resulting  from  unified 
control  is  that  rates  can  be  made  only  so  high  as  may  be  necessary 
to  protect  the  situation  as  a  whole,  through  paying  the  total  expenses 
and  producing  only  a  sufficient  resulting  operating  income  to  repre- 
sent a  fair  compensation  for  the  property  employed.  But  under 
separate  management  there  is  the  greatest  diversity  in  the  prosperity 
of  the  railroad  companies.  Some  will  prosper  on  very  low  rates, 
and  some  will  fail  on  very  high  rates.  The  result  is  either  that  rates 
must  be  maintained  on  an  average  basis  which,  while  producing  high 
profits  for  some  railroads,  will  still  leave  either  railroads  in  bank- 
ruptcy or  must  be  made  sufficiently  liigh  to  leave  a  margin  of  profit 
to  the  less  prosperous,  with  consequently  excessive  profits  to  the 
most  prosperous.  The  former  course  will  result  in  the  less  pros- 
perous roads  being  unable  to  perform  their  public  service  successfully. 
The  latter  course  will  result  in  the  public  being  burdened  with  unnec- 
essarily high  rates.  Under  unified  control  rates  which  are  suffi- 
ciently high  on  an  average  to  protect  the  general  situation  wiU  insure 
an  adequate  service  on  aU  roads  and  will,  at  the  same  time,  protect 
the  public  ao;ainst  rates  being  made  any  higher  than  is  necessary  to 
meet  the  real  necessities  of  the  situation,  I  do  not  believe  there  can 
be  any  successful  solution  of  the  railroad  problem  which  leaves  in 
existence  the  great  disparity  in  the  results  oi  the  same  rates  to  differ- 
ent raihoad  companies,  because  this  will  always  cause  question  as 
to  the  propriety  of  any  scale  of  rates  and  wiU  keep  the  rate  question 
in  constant  turmoil. 
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RESULT. 

I  believe  that  even  under  the  handicaps  of  war  conditions  a 
a  sufficient  showing  has  been  made  to  indicate  that  all  the  reforms 
I  have  mentioned  are  desirable  as  permanent  peace  measures. 
Yet  it  is  clear  that  the  general  public  has  not  had  an  opportunity 
to  appreciate  this  and  to  weigh  the  real  value  of  what  has  been 
accomplished.  There  has  not  yet  been  an  opportunity  to  give 
the  public  knowledge  of  the  facts.  In  view  of  the  far-reaching 
importance  of  any  solution  of  the  railroad  question  which  may  be 
adopted,  the  public  is  entitled  to  have,  before  the  present  Federal 
control  shall  be  terminated,  a  reasonably  fair  test  under  peace 
conditions  of  the  advantages  to  be  derived  from  these  reforms. 

When  Congress  comes  to  take  the  responsibility  of  making  a 
final  decision  as  to  which  is  the  best  permanent  solution  of  the 
railroad  problem,  one  of  the  most  important  considerations  to  which 
it  must  give  attention  is  the  question  as  to  which  solution  will  involve 
the  least  financial  burden  for  the  futm-e  upon  the  American  public. 
This  being  true  it  seems  to  me  of  the  highest  miportance  that  Congress 
should  have  an  opportunity  to  form  an  accurate  idea  as  to  the  cost 
of  unified  control  of  raih-oad  operations  mider  peace  conditions. 
In  order  to  have  an  acciu-ate  idea  on  this  subject  Congress  ought  to 
have  before  it  at  least  the  operations  of  the  year  1919  imder  Federal 
control.  Of  course  these  figm*es  can  not  be  ready  until  the  spring 
of  1920.  If  Congress  undertakes  to  make  its  permanent  solution 
of  this  great  problem  prior  to  that  time  it  will  do  so  without  any 
adequate  comparison  between  the  cost  of  railroad  operation  imder 
diversified  private  control  as  m  the  past,  and  the  cost  of  railroad 
operation  under  miified  control  during  peace  time.  It  is  true  that  the 
figures  for  the  year  1918  will  be  available  in  about  two  months, 
but  these  figures  will  represent  the  operations  under  war  conditions 
when  the  railroad  management  was  subjected  to  many  difficulties 
which  will  not  exist  under  peace  conditions,  and  when  a  great  deal 
of  traffic  had  to  be  handled  regardless  of  cost  m  order  to  meet  the 
insistent  emergencies  of  war.  It  also  happens  that  the  1918  returns 
include  the  operations  of  the  most  severe  and  costly  winter  that  has 
ever  been  experienced  in  the  life  of  the  raih-oad  business  in  this 
country,  and  the  cost  of  clearmg  up  the  most  serious  congestion 
of  traffic  m  the  history  of  the  railroads — a  congestion  existing  at 
the  time  Federal  control  was  assumed.  Therefore,  miless  a  final 
solution  of  this  problem  is  deferred  until  a  reliable  view  of  the 
economies  which  actually  arise  out  of  unified  operation  can  be 
obtained,  the  result  wiU  be  the  adoption  of  a  permanent  solution 
in  ignorance  of  one  of  the  mostimportant  factoi-s  to  be  considered. 

This  is  why  I  have  urged  tnat  Federal  control  bo  extended  mitil 
January  1,  1924.  It  will  be  impossible  to  view  the  results  of  even 
one  year  of  Federal  control  under  peace  conditions  until  the  spring 
of  1920,  and  it  will  then  be  too  late  for  Congress  to  legislate  before 
the  end  of  the  21  months'  period.  Even  if  it  were  possible  to  accom- 
plish legislation  in  the  next  12  months  it  would  be  done  without  any 
opportunity  whatever  to  form  a  reasonable  idea  as  to  the  advantage 
01  unity  m  the  matters  I  have  mentioned  under  peace  conditions. 

Moreover,  the  operations  under  peace  conditions  with  a  tenure  so 
short  as  the  21  months'  period  can  not  possibh'  constitute  a  fair 
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test.  With  such  a  rapidly  approaching  termination  and  with  every 
officer  and  employee  naturally  speculating  on  his  relations  to  the 
new  management,  whatever  it  may  be,  it  will  be  impossible  to  secure 
the  best  results  from  the  railroad  organization  and  the  nearer  the 
termination  approaches  the  more  difficult  will  be  the  situation. 

Indeed  the  difficulties  with  operation  during  the  21  m.onths' 
period  will  be  so  serious  that  I  do  not  see  how  the  Government  can 
be  fairly  asked  to  encounter  them.  It  will  be  asked  to  continue  an 
operation  deprived  of  all  the  elements  which  would  help  in  making 
the  operation  a  success,  and  I  do  not  see  how  it  can  be  seriously 
urged  as  the  proper  course  bj^  any  one  except  those  who  are  anxious 
at  all  events  to  see  the  railroads  restored  to  the  control  of  numerous 
different  companies  just  as  in  the  past.  It  seems  to  me  that  anyone 
who  wishes  a  fair  and  dispassionate  stud}"  made  as  to  what  is  the  best 
ultimate  solution  and  as  to  the  extent  to  which  the  reform.s  I  have 
mentioned  are  in  the  interest  of  the  American  public,  and  as  to  the 
way  in  which  those  reforms  can  best  be  accomplished,  if  in  the  interest 
of  the  American  public,  must  be  anxious  to  have  a  reasonable  period 
of  Federal  control  after  the  war  imder  conditions  calculated  to  make 
for  tranquility  and  singlemindedness  upon  the  part  of  the  Federal 
railroad  organization.  I  do  not  mean  that  this  would  be  desired  in 
order  to  accomplish  Government  ownership,  but  it  seems  to  me  it 
would  be  desired  in  order  to  test  the  utility  of  various  reforms  in  the 
direction  of  unification  which  can  be  accomplished  without  Govern- 
ment ownership,  but  which  can  not  be  accomplished  as  I  view  the 
situation  through  an  unrestricted  return  to  the  old  conditions  of 
management  through  from  75  to  100  dift'erent  important  railroad 
companies,  and  several  hundred  smaller  railroad  companies. 

The  21  months'  period  will  be  entirely  too  short  to  accomplish  any 
effective  results  with  respect  to  improvements  (and  this  is  one  of  the 
most  important  points  that  1  wish  to  brin^  out),  and  especially  the 
terminal  improvements  which  are  peculiarly  needed.  Indeed,  with 
such  an  early  termination  of  Federal  control  there  will  be  almost  a 
complete  stoppage  of  improvement  work  except  what  is  obviously 
needed  for  the  most  urgent  necessities.  The  result  will  be  that 
terminal  reforms  which  are  badly  needed  in  the  public  interest  and 
which  already  have  been  delayed  many  years,  will  be  subjected  to 
further  indefinite  delay.  It  will  also  be  true  that  needed  railroad 
construction  and  extensions  will  be  practically  at  a  standstill. 

In  the  nature  of  things  the  concurrence  of  the  railroad  companies 
can  not  be  expected  in  matters  of  improvements  and  extensions 
during  the  21  months'  period  except  as  to  things  of  the  most  urgent 
and  obvious  necessity  and  where  there  is  no  possibility  of  conflict 
with  the  selfish  interest  of  the  particular  corporation.  This  is  not 
surmise  because  the  evidences  of  it  are  already  appearing — notably 
in  the  case  of  locomotives  where  budgets  were  submitted  by  the 
corporations  calling  for  their  purchase  and  where  even  now  many  of 
the  corporations  are  challenging  the  purchase  of  locomotives  made 
for  their  account  and  within  the  limits  of  their  requests.  It  is  natural 
that  each  company  will  prefer  to  hold  all  other  matters  in  abeyance 
in  the  hope  that  it  can  make  its  own  plans  in  its  own  way  at  the  end 
of  Federal  control — that  is  where  the  period  is  so  brief.  This  con- 
dition will  not  exist,  however,  if  a  five-year  extension  shall  be  granted. 
During  the  early  days  of  that  extension  comprehensive  improvements 
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can  be  carried  forward  in  the  public  interest  and  the  railroad  com- 
panies will  appreciate  the  impracticability  of  holding  everything  in 
abeyance  for  so  long  a  period  as  five  years.  Of  course  as  the  nve- 
year  period  nears  its  termination  there  would  be  a  disposition  on  the 
part  of  the  corporations  to  postpone  matters  which  had  not  thereto- 
lore  been  entered  upon,  but  by  the  time  this  condition  would  arise 
it  is  reasonable  to  expect  that  Congress  would  have  been  able  to 
make  a  permanent  solution  of  the  whole  problem  in  the  light  of  an 
adequate  experience  with  the  present  opportunities  ior  unified  control. 
With  the  five-year  extension,  it  will  be  practicable  for  Congress, 
say  within  two  years  from  now,  to  enter  upon  a  permanent  solution 
of  this  question  after  Congress  and  the  country  shall  have  had  before 
it  the  result  of  a  complete  year's  experience  of  Federal  control  under 
peace  conditions,  Congress  with  that  additional  experience  will  be 
able  far  better  than  it  is  at  present  to  estimate  at  their  real  value 
the  reforms  which  I  have  submitted  to  you  as  being  fundamental  and 
Congress  can  then  determine  whether  those  reforms  are  so  important 
as  to  make  it  desirable  to  adopt  some  other  method  of  railroad  owner- 
sliip  and  control  than  that  of  such  a  great  number  of  different  com- 
panies as  has  been  the  case  in  the  past. 

VALUATION. 

It  must  be  remembered  also  that  Congress  has  thought  it  im- 
portant to  provide  for  a  valuation  of  railroad  property  and  this 
valuation  has  been  in  progress  for  several  years  at  large  cost.  I 
assume  that  it  \vill  be  completed  in  the  next  two  or  three  years. 
There  is  widespread  conviction  that  no  permanent  solution  whatever 
of  the  railroad  problem  can  be  made  which  does  not  put  at  rest  the 
present  insistent  claims  as  to  railroad  overcapitalization.  The 
question  therefore  arises  whether  Congress  can  satisfactorily  deal 
with  this  matter  in  advance  of  the  completion  of  the  valuation  which 
it  has  already  prescribed,  and  whether  Congress  will  wish  to  attempt 
a  final  solution  of  it  before  it  can  have  the  benefit  of  the  valuation 
for  which  it  has  already  appropriated  such  large  amounts  and  to 
which  it  has  attached  so  much  importance.  It  is  not  possible,  as 
I  view  the  complexities  of  the  problem,  to  effect  any  marked  change 
in  the  form  of  railroad  control  that  is  not  based  upon  a  completed 
valuation  of  their  properties. 

SHIPPING    AND    THE    RAILROADS. 

The  glorious  victory  for  democracy  in  which  America  has  played 
such  a  noble  and  conspicuous  part  has  given  her  a  commanding  posi- 
tion in  world  affairs.  Our  own  material  develo])ment  makes  it  more 
than  ever  necessary  that  we  shall  have  access  upon  just  and  fair 
terms  to  the  markets  of  the  world  for  the  disposition  of  our  surplus 
products.  We  can  not  meet  this  situation  unless  we  are  ])repared 
to  go  forward  immediately.  Opportunity  does  not  wait  for  the 
laggard,  whether  that  laggard  be  a  nation  or  an  individual.  America 
must  go  forward  immediately  and  organize  her  resources  effectively 
for  the  purpose  if  she  is  to  enjoy  her  share  of  the  fruits  of  the  keeii 
and  friendly  rivalries  in  commerce  in  which  she  must  engage  with 
other  nations. 
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Under  the  ])rovisioiis  of  the  United  States  shipping  act  the  great 
merchant  marine  we  are  constructing  is  to  })e  under  Government 
control  for  a  period  of  five  years  from  the  concUision  of  the  European 
war.  If  our  splendid  mercliant  fleet,  built  with  the  money  of  the  peo])le 
of  the  United  States  at  a  cost  of  more  than  81,000,000,000,  is  to  be 
used  successfully  in  their  interest,  it  must  be  operated  in  effective 
coordination  with  the  great  railroad  system  of  the  United  States. 
They  must  work  together  harmoniously  and  reciprocally.  During  this 
great  period  of  world  development,  involving  the  vital  welfare  of  the 
American  peo]>le,  it  seems  to  me  peculiarly  wise  that  the  period  of 
Federal  control  of  railroad  transportation  shall  be  made  concurrent 
with  that  of  Government  ship  control.  Then  we  shall  have  a  great 
transportation  system  on  land  and  sea  furnishing  the  reliable,  effective 
service  which  will  protect  the  interests  of  the  American  people  and 
carry  them  forward  u]^on  a  career  of  pros])erity  and  success  unequaled 
in  any  i)revious  period  in  their  history. 

The  Chairman.  Your  idea  is,  Mr.  Secretary,  in  the  reforms  which 
you  have  outlined  here,  that  in  the  21  months  you  could  not  have  the 
cooperation  of  the  railroads  and  their  employees,  knowing  that  within 
21  months  they  would  revert,  but  you  would  have  it  if  you  had 
live  years  in  which  to  put  your  plan  into  operation  'i 

Director  General  McAdoo.  My  feeling  about  it,  is  this:  With  a 
short  tenure,  and  its  termination  rapidly  approaching,  the  effect 
upon  tlje  morale  of  the  railroad  organizations — I  mean  officers  and 
employees  alike — would  be  unfortunate.  Let  us  take  the  case  of  t'.e 
officers  alone.  Nearly  all  of  them  who  are  now  operating  railroads 
under  Federal  control,  have  been  federalized;  that  is,  they  have  been 
transferred  to  the  Federal  organization.  We  have  a  Federal  manager, 
for  instance,  for  the  Federal  property,  instead  of  a  general  manager 
under  the  corporate  agency.  We  have  under  them,  superintendents 
and  other  supervisory  officers. 

Now,  with  respect  to  the  higher  officers,  particularly,  questions  are 
constantly  arising,  and  of  necessity  must  arise,  between  the  corpora- 
tion and  Federal  authority.  It  may  be  impossible  for  the  corpora- 
tion and  the  Federal  authority  to  agree — questions  about  improve- 
ments, questions  about  revisions  of  line,  questions  about  operation, 
questions  about  equipment  purchases.  In  all  such  cases  the  nearer 
you  approach  the  termination  of  P^ederal  control,  tlie  more  difficult  it 
is  going  to  be  for  that  officer  to  make  his  decisions.  I  am  not  casting 
any  aspersion  upon  those  officers,  because  they  have  shown  the 
finest  possible  disposition  as  well  as  great  patriotism  and  loyalty— 
I  am  only  speaking  of  iiuraan  nature.  When  those  controversies 
arise  and  the  officers  know  that  tliey  must  soon  go  back  to  corporate 
control,  and  serve  corporations  again,  you  are  putting  them  in  a  very 
difficult  position  to  pass  upon  such  matters.  Naturally  Federal 
control  or  railroads  during  tiie  short  period  will  not  be  so  effective  as  it 
would  be  in  tb.e  longer  period  and  the  officers  were  not  confronted  with 
the  possibility  of  an  early  return  to  corporate  management. 

Now,  let  us  take  the  employees.  They  are  kept  in  a  good  deal  of  a 
ferment  when  there  are  impending  clianges  of  authority.  I  know  that 
when  the  Government  took  over  the  railroads  there  was  very  con- 
siderable ferment  among  emjjloyees  from  one  end  of  the  land  to  the 
other;  dissatisfaction  witii  condiitons.     A  great  deal  of  feeling  existed. 
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When  the  Government  took  the  roads  there  was  for  a  time  .a  very 
serious  pause;  the  men  did  not  know  just  what  the  situation  was. 
They  did  not  know  just  where  their  allegiance  hiy,  and  until  those 
things  were  straightened  out  and  it  was  finally  made  evident  that  the 
Federal  authority  was  in  control,  the  morale  of  the  railroad  organi- 
zations throughout  the  country  was  at  a  very  low  ebb.  Since  then 
the  situation  has  been  very  much  improved.  The  longer  Federal 
control  has  existed  the  more  men  have  come  to  realize  that  there  is 
a  central  authority,  and  that  authority  is  going  to  remain  for  a 
reasonable  period  of  time,  at  least  as  long  as  war  lasted.  There  was 
no  definiteness  about  the  termination  of  control  and  they  went 
forward  without  any  hesitation  or  question. 

I  think  that  with  21  months  as  the  limit  of  time  after  peace  has 
returned,  and  with  the  agitation  of  the  railroad  question  during  that 
period  (because  discussions  are  bound  to  follow) ,  and  with  a  })olitical 
campaign  impending,  I  think  it  is  very  likely  that  there  will  be  a 
very  large  impairment  of  the  morale  of  officers  and  men  who  are 
operating  these  raihoads,  and  my  opinion — it  may  not  be  worth  any 
more  than  anybody  else's  opinion;  I  simply  put  it  forward  for  what 
it  may  be  worth — is  that  during  that  i^eriod  there  will  be  a  very 
marked  impairment  of  the  morale  of  officers  and  men.  with  corre- 
sponding inefficiency  in  railroad  administration  and  in  operation. 
I  think  that  is  inevitable.  It  is  merely  human  nature,  and  I  intend 
no  reflection  upon  them  when  I  say  that. 

Now  let  me  say  one  thing  more  in  answer  to  the  question ;  that  is 
the  question  of  cooperation  between  corporations  and  the  Govern- 
ment. I  think  it  is  a  very  serious  one.  During  the  period  of  the 
war  the  corporations  have  cooperated  much  more  willingly — as  far 
as  they  have  cooperated — under  the  stimulus,  of  course,  of  patriotism 
and  war  conditions.  I  think  they  are  disposed  to  raise  as  man}^ 
questions  as  they  can  during  Federal  control  in  peace  time.  In  so 
short  a  period  as  21  months  I  think  their  opposition  will  be  very 
marked  with  respect  to  essential  improvements  which  require  time 
for  com])letion  and  large  expenditure,  and  also  with  reference  to 
equipment.  Those  questions  are  arising  now,  and  I  think  the 
effect  will  be  that,  in  the  absence  of  agi'eement  with  the  corporations, 
essential  work  will  not  be  carried  forward  during  the  short  period 
of  21  months,  or  else  if  the  Government  should  proceed  to  execute 
that  work  for  account  of  the  corporations,  it  will  do  so  with  the 
necessity  of  financing  it  and  then  having  a  lawsuit  probably  at  the 
end  of  Federal  control  to  secure  reimbursement  of  the  Federal 
Treasury  for  the  outlays. 

I  tliink  with  the  five-year  period,  for  instance,  a  program  of  im- 
provement could  be  entered  upon,  and  I  think  we  v/ould  more  likely 
be  able  to  get  agreements  (with  respect  to  many  of  these  improve- 
ments— the  more  exigent  ones)  with  the  corporations  and  also  with 
respect  to  the  best  methods  of  financmg  them.  There  should  be 
sufficient  time  to  carry  those  improvements  forward  to  completion. 
Many  of  them  could  not  possibly  be  completed  in  the  21-months 
period,  and  that  would  apply  particularly  to  the  terminals,  as  I  have 
already  stated,  and  also  to  extensions  or  branches  that  might  be 
built,  and  which  it  might  be  very  desirable  to  build  for  the  develop- 
ment of  the  country.  I  think  there  would  be  a  period  of  hesitation, 
or  an  arrestment  of  development  during  so   brief  a  period  as  21 
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months,  when  the  whole  question  was  under  discussion  and  when  a 
state  of  ferment  would  be  produced  because  no  one  would  know  what 
the  solution  was  going  to  be. 

Now.  with  live  years  control :  I  think  that  after  two  years  or  three 
years,  we  would  have  had  under  peace  conditions  such  a  test  and 
demonstration  of  the  value  of  unified  control  and  direction,  effec- 
tively asserted  in  the  common  ijiterest  as  to  make  it  possible  for  the 
Concrress  to  take  up  legislation  for  a  permanent  solution,  so  that  you 
would  get  your  legislation  before  the  end  of  the  five-year  period. 
I  think  the  test  under  peace  conditions,  and  with  adequate  time  to 
make  it,  would  be  of  very  great  value. 

The  Chairman.  What  in  your  opinion  would  be  the  change  of 
attitude  of  the  owners  and  operators  of  these  railroads  under  peace 
conditions  from  that  which  obtained  under  war  conditions?  Under 
war  conditions  -you  had  the  patriotic  cooperation  of  all  parties  in- 
terested for  certain  specific  national  objects.  Under  a  5  or  10-year 
period — just  say  it  was  limited,  knowing  that  certain  conditions  were 
being  worked  out  looking  to  a  modification  of  the  Federal  relations 
of  the  roads,  wliat  efi^ect  would  their  attitude  have  on  the  Govern- 
ment operation  of  the  roads  during  peace  conditions  as  compared 
with  war  conditions? 

Director  General  McAdoo.  I  do  not  think  you  will  have  as  much 
cooperation  under  peace  conditions,  especially  if  the  period  of  coJitrol 
is  short.  Everyone  M^ould  be  striving  for  a  solution  during  that  time, 
and  those  who  had  a  selfish  interest  to  serve  would  interpose  every 
possible  objection  or  obstacle  to  successful  Federal  administration  if 
that  would  further  their  own  plans.  This  would  keep  the  whole 
business  in  a  state  of  uncertainty  and  agitation.  But  they  could 
not  do  that  with  respect  to  the  five-year  period  because  the  time  is 
too  long.  Certain  things  would  have  to  go  along  any  way  in  that  case 
and  I  think  it  would  give  a  period  of  composure  and  would  take  the 
subject  out  of  the  realm  of  discussions,  which  are  so  necessary  to  a 
successful  test. 

Senator  Watson.  Just  one  question  on  that  line,  if  you  please. 
Have  you  said,  and  is  it  your  policy,  that  if  the  five-year  plan  is  not 
adopted,  because  of  the  reasons  you  have  stated  here,  to  cast  the 
roads  back  at  once  ? 

Director  General  McAdoo.  1  have  no  policy  about  that,  Senator. 

Senator  Watson.  You  have  not  ? 

Director  General  McAdoo.  1  have  no  right  to  determine  the  policy. 
My  conviction  is  very  strong  that  the  roads  ought  to  be  turned  back 
as  promptly  as  possible  if  the  time  is  not  extended.  That  is  my 
conviction  as  to  the  wise  course  to  pursue.  The  disadvantages  of 
attempting  to  operate  them  for  a  shorter  period,  and  the  evils  that 
would  result  therefrom,  would  be  far  greater  than  if  we  turned  the 
railroads  back  to  private  control  as  soon  as  it  is  possible  to  do. 

Senator  Watson.  Of  course,  this  is  a  short  session  of  Congress,  and 
the  appropriation  bills  have  to  be  taken  up,  and  legislation  on  this 
subject  is  almost  impossible,  if  there  be  no  extra  session,  Congress 
will  not  convene  again  until  December,  1919.  it  will  be  impossible, 
of  course,  to  legislate  in  the  meantime,  so  that  your  21  months  woulil 
probably  be  taken  up  anyway,  would  it  not,  before  legislation  could 
he  enacted,  or  nearly  so  ? 
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Director  General  McAdoo.  It  would  seem  to  me  possible  to  pass  at 
this  session  of  the  Congress  a  simple  amendment  extending  the  period 
of  Federal  control  for  five  years.  For  a  permanent  solution,  it  mav  be 
im])ossible  to  get  legislation  even  within  21  months,  because  the 
Congress  may  not  meet,  as  you  suggest,  until  December,  1919,  and 
the  remaining  time  might  be  insufficient.  What  we  need  is  to  extend 
the  period  for  five  years,  so  that  we  could  have  an  opportunity  to 
deal  with  it  in  a  period  of  calm  and  with  deliberation.  I  feel 
again 

The  Chairman  (interposing).  What  effect- 


Director  General  McAdoo.  1  feel  again  that  what  has  been  accom- 
plished, even  under  war  conditions,  is  of  such  infinite  value  to  the 
public  that  we  ought  to  carry  the  experiment  still  farther,  in  order  to 
realize  still  more  the  benefits  that  will  come  from  this  unified  opera- 
tion. Certainly  none  of  us  should  be  afraid  of  the  result  of  a  fair 
and  intelligent  test.  The  American  people  are,  it  seems  to  me, 
entitled  to  that,  and  it  also  seems  to  me  that  none  of  us  should  fear 
knowledge.  The  more  knowledge  we  get  the  greater  progress  we 
can  make  toward  a  solution  of  the  difficulty.  The  net  earning  power 
of  the  railroads  will  have  a  vital  bearing  on  some  of  the  plans  for  a 
permanent  solution  of  the  problem,  and  the  true  earning  power  of 
the  railroads  can  not  be  ascertained  unless  there  is  a  reasonable  test 
under  peace  conditions. 

The  Chairman.  What  effect  would  the  reforms  that  you  have 
indicated  in  your  presentment  here  have  upon  the  return  of  the  rail- 
roads to  private  ownersliip  when  you  have  spent  this  money '^  it 
would  take  a  large  expenditure  of  money  to  bring  about  the  reforms, 
say,  for  instance,  at  Cincinnati  that  you  called  attention  to,  and  at 
New  York,  where  you  have  spent  large  capital  in  development,  and 
bringing  about  this  condition  that  you  suggest  now  at  the  end  of  the 
five-year  period  for  the  return  to  the  private  owner,  would  not  that 
in  itself  affect  the  ultimate  solution,  whether  that  was  successful  or 
whether  it  was  not  ? 

Director  General  McAdoo.  Do  3^ou  mean  the  mere  fact  that  money 
had  been  spent  ? 

The  Chairman.  No  ;  the  mere  fact  that  you  have  brought  about 
the  condition  that  they  are  operating  under  now;  would  the  fact  of 
the  return  of  the  railroads  to  private  ownership  work  out  any  other 
solution?  Say  that  you  had  been  operating  for  five  years  under 
your  suggested  plan;  if  it  did  not  work  out  satisfactorily,  then  you 
would  have  a  condition  like  the  one  that  you  have  now.  You  would 
have  to  find  some  other  solution  which  would  cause  a  loss  of  time 
and  a  loss  of  money,  to  go  back  to  whatever  solution  you  did  find,  if 
yours  was  not  satisfactory. 

Director  General  McAdoo.  I  should  think,  Senator,  that  Congress 
would  not  wait  until  the  end  of  five  years  before  it  began  formulatins; 
legislation.  I  think  after  probably  two  or  three  years  of  test  it  could 
go  forward  and  find  a  permanent  solution  of  the  difficulty.  That  is 
my  feelinw  about  it. 

As  to  the  expenditures  that  would  have  to  be  made  during  the 
five-year  period,  it  would  be  possible,  certainly  more  feasible,  to 
secure  agreements  with  the  corporations,  not  only  as  to  the  character 
of  improvements  but  as  to  the  method  of  financing  them,  because 
some  of  those  improvements  could  be  deferred  21  months  without 
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serious  hurt  to  the  pubhc  interests,  but  they  could  not  be  deferred  for 
a  five-year  period  without  serious  injury  to  the  pubhc  interest. 
Therefore,  with  a  five-year  period  the  corporations  would  have  to 
come  to  an  understanding  with  the  Government  as  to  what  ouglit  to 
be  done.  But  if  a  comprehensive  plan  for  these  terminal  improve- 
ments could  be  agreed  upon  with  the  corporations,  then  the  powers 
of  the  Government,  the  power  of  unifying  and  controlling  these  ter- 
minals in  the  common  interest  can  be  exercised  and  will  result  in 
producing  very  ^reat  efficiencies  and  economies,  much  greater  than 
would  be  possible  under  diversified  control.  Many  improvements 
could,  and  would  undoubtedly  go  forward,  and  be  completed  within 
five  years,  and  the  public  would  get  the  benefit  of  them,  and  they 
would  have  a  very  decided  effect,  I  think,  in  reducing  the  cost  of 
transportation. 

The  Chairman.  Have  you  any  reason  to  believe  that  you  would 
have  the  cooperation  of  the  railroad  corporations  in  working  out 
these  reforms  made  under  great  expense  ? 

Director  General  McAdoo.  I  can  not  say.  Senator.  I  think  you 
will  have  more  cooperation  under  the  five-year  test  period  than  you 
would  have  under  the  21  months,  especially  if  you  were  trying  to 
find  a  solution  of  it  in  the  21  months.  In  all  of  these  great  problems 
one  must  reckon,  I  think,  constantly  with  the  play  of  self-interest, 
and  I  am  speaking  of  that  from  the  standpoint  merely  of  human 
nature — that  is,  selfish  interest  of  individuals  and  the  competitive 
interest  of  these  corporations.  Now,  if  it  is  not  to  their  interest  to 
go  along  with  the  Federal  Government  under  the  21 -month  period,  if 
it  is  more  in  their  interest  to  make  Federal  control  during  the  21 
months  a  failure  than  a  success,  you  would  not  get  their  cooperation. 
That  is  human  nature.     You  have  to  reckon  with  that. 

On  the  other  hand,  the  public  interest  is  not  selfish  interest.  The 
public  interest  is  the  common  interest,  and  therefore  as  long  as  we. 
stick  to  the  public  interest  and  are  doing  the  things  which  are  for  the 
common  benefit,  the  selfish  interest  will  have  to  give  way,  if  we  simply 
keep  the  command  of  the  situation.  With  a  five-year  control  we 
would  have  ample  opportunity  to  make  a  proper  demonstration,  and 
I  think  that  period  would  be  sufficientl}"  long  to  make  it  to  the  inter- 
est of  the  corporation,  to  the  interest  of  the  security  holder,  as  well 
as  to  the  interest  of  the  mass  of  the  people  to  bring  about  the  neces- 
sary cooperation.  Congress  having  determined  upon  a  five-year  test, 
everyone  would  feel  that  the  question  was  settled  for  that  time  and 
would  get  do\sTi  to  business  again  and  make  the  best  of  it,  and  we 
would  get  the  best  out  of  it.  I  think  you  would  have  a  very  satis- 
factory operation  of  the  railroads  during  that  time,  and  I  think  there 
would  be  a  very  much  greater  disposition  to  cooperate  all  around. 

Senator  Poindexter.  Have  you  made  any  definite  estimate,  Mr. 
McAdoo,  of  what  it  would  cost  to  construct  the  nesessary  phj-sical 
facilities — for  instance,  bridges  and  tracks  and  other  things  at  Cin- 
cinnati, so  as  to  enable  the  proper  coordination  of  the  business  of 
those  various  roads  and  its  prompt  dispatch  in  that  particular  region  ? 

Director  General  McAdoo.  Yes,  sir.  It  will  cost  about  $45,000,000, 
on  the  basis  of  present  prices,  for  freight  terminals  and  track  arrange- 
ments and  facilities,  and  it  would  cost  about  $25,000,000  more  for 
the  necessar}^  passenger  facilities.  It  is  rather  an  extraordinary  fact, 
gentlemen,  that  the  railroads  have  frequently  united  on  a  passenger 
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union  station  or  terminal  but  rarely  are  they  found  to  unite  upon  a 
freight  terminal.  Now,  the  freight  terminal,  after  all,  is  of  more 
importance  than  the  unified  passenger  terminal — I  mean  in  its 
general  eli'ect  upon  the  commerce  of  the  country  and  the  cost  of 
transportation. 

Senator  Poindexter.  Plow  long  would  it  take  to  make  those 
improvements? 

Director  General  McAdoo.  You  mean  the  Cincinnati  improve- 
ments.    I  should  think  it  would  take  five  years. 

Senator  Poindexter.  How  would  you  arrive  at  the  adjustment  of 
the  financing  of  that  project  if  the  railroads  go  back  to  private  owner- 
ship at  the  end  of  five  years  ? 

Director  General  McAdoo.  You  would  hare  agreements  with  them 
before  you  undertook  it. 

Senator  Poindexter.  That  would  depend  upon  voluntary  agree- 
ment ? 

Director  General  McAdoo.  Yes, 

Senator  Poindexter.  Gould  you  make  those  voluntary  agreements 
in  the  absence  of  having  the  future  disposition  of  the  road  settled  and 
ascertained  ? 

Directoi-  General  McAdoo.  Under  the  piesent  Federal  control  act 
those  improvements  can  be  made  for  the  account  oF  the  corporation, 
but  of  course  they  are  free  to  question  it.  If  the  improvements  are 
in  the  public  interest,  they  could  be  made  by  the  i-^ederal  authority 
and  financed  out  of  the  revolving  fund.  Settlements  could  be  en- 
forced through  the  courts  iinally  if  the  corporations  would  not  settle 
voluntarily. 

Senator  Pondexter.  I  notice  in  your  testimony  this  n::orniiig  that 
you  emphasize  the  fact  that  the  roads  themselves,  imder  private 
operation  had  not  provided  themselves  facilities.  Tliey  were  rather 
handicapped,  if  not  absolutely  preA'ented  from  undertaking  anything 
of  thtit  kind,  were  they  not,  by  the  antitrust  act? 

Dhoctor  General  McAdoo.  I  do  not  think  1  can  say  that  as  a  fact. 
Many  reasons  have  operated  to  prevent  them  from  improving  ter- 
minals. Sometimes  it  is  insufficiency  of  credit:  sometimes  the  cost 
is  prohibitive.  Sometimes  they  do  not  make  terminal  improvements 
because  it  is  more  to  their  interest  under  competitive  conditions  to 
maintain  existing  advantages  and  therefore  they  keep  conditions  as 
thev  are.  I  do  not  know  of  anything  in  the  antitrust  law  that 
prevents  them  from  having  a  joint  terminal. 

Senator  Kellogg.  May  I  suggest,  along  the  fine  of  the  question 
of  the  Senator  from  Washington,  tliat  when  they  undertook  to  unify 
the  terminals  of  St.  Louis  the  Government  brought  suit  against  them  ? 

Director  General  McAdoo.  The  passenger  terminals  ? 

Senator  Kellogg,  No;  the  freight  terminal. 

Director  General  McAdoo.  I  was  not  aware  of  that. 

Senator  Poindexter.  Have  you  attempted  to  work  out  a  plan 
by  which  this  coordination  could  be  had — unification  of  service  at 
such  points  as  that  under  Government  control  and  private  operation  ? 

Director  General  McAdoo.  I  do  not  catch  your  point  exactly. 
Will  you  please  repeat  that  ? 

Senator  Poindexter,  Could  not  the  unification  that  you  speak  of, 
and  coordination  of  service  at  terminals  and  other  places,  such  as 
you  have  pointed  out  the  need  of,  be  had  under  Government  control 
And  private  operation  or  private  ownership  ? 
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Director  General  McAdoo.  It  could  be,  but  that  implies  a  perma- 
nent solution  of  the  railroad  problem,  which  would  maintain  private 
ownership  under  eflfective  Federal  regulation.  It  would  depend 
largely  on  the  character  of  the  legislation.  Private  ownership  with 
strong  Federal  regulation  is  one  form  of  permanent  solution  which 
of  course  ought  to  be  considered. 

The  Chairman.  You  mentioned  in  your  review  of  the  situation  a 
matter  which  was  of  more  vital  interest  to  us  under  war  conditions, 
that  is  becoming  more  apparent  under  war  conditions  than  it  might 
have  become  apparent  otherwise,  and  that  is  the  congestion  at 
certain  ports,  and  the  lack  of  port  facilities  through  the  self-interest 
of  the  roads  controlling  them.  Do  you  think  a  plan  could  be  worked 
out  by  which  the  roads  could  utilize  these  other  ports,  because  we 
have  to  appeal  to  their  self-interest  in  the  money  thnt  they  make — 
that  it  could  be  worked  out  under  this  unified  control,  by  which  the 
ports  might  all  be  used  to  avoid  that  congestion  under  the  plan 
that  you  suggest  ? 

Director  General  McAdoo.  I  think  that  is  difficult,  if  not  impos- 
sible, imder  private  control  as  it  has  heretofore  existed.  It  will  be 
doubtful  mider  any  form  of  private  control  miless  a  superior  Federal 
control  of  a  very  strong  character  is  exercised.  So  long  as  the  Gov- 
ernment is  m  control,  as  it  is  now,  it  can  direct  the  traffic  and  dis- 
tribute it  to  the  different  ports  for  export  trade  and  for  certain  of  our 
coastwise  trade,  so  long  as  the  Government  also  controls  or  can  con- 
trol the  distribution  of  ships  to  the  different  ports.  Under  Federal 
control  we  have  been  distributing  the  traffic  to  the  different  ports 
of  the  country  so  as  to  avoid  overtaxmg  the  facilities  of  any  particular 
port.  We  have  brought  about  very  great  relief  m  enforcing  the  larger 
use  of  Hampton  Roads,  for  instance,  and  one  of  the  reasons  why  we 
took  over  the  coastwise  steamship  lines  was  to  be  able  to  coordinate 
them  effectively  with  the  railroads  and  carry  a  lot  of  traffic  to  the 
different  ports  on  the  south  and  on  the  Gulf,  instead  of  carrymg  it  by 
rail  through  the  congested  termmals  of  the  country. 

The  Chairman.  Do  you  not  think  the  question  of  rates  throughout 
this  coimtry  will  finally  be  determined  by  the  utilization  of  aU  avail- 
able ports  nearest  to  the  port  of  origin  of  the  traffic  ? 

Director  General  McAdoo.  I  think  it  will  have  some  effect  on  rates 
so  long  as  the  Government  controls  the  merchant  marine.  Let  us 
take  the  export  business.  As  long  as  the  Govermnent  has  control  of 
the  railroads  and  of  a  great  merchant  marine  we  have  the  power  to 
distribute  traffic  thi-ough  the  various  ports  of  the  country,  and  coordi- 
nate railroad  operation  with  the  facilities  at  each  port  so  that  we  wiR 
get  a  better  distribution  of  traffic  and  a  more  economic  hancUing  of 
traffic  imder  those  conditions  than  we  can  possibly  get  under  the  old 
form  of  private  control.  Of  course,  the  most  favorably  situated  rail- 
roads, those  that  dominate  and  control  most  of  the  export  traffic, 
are  naturally  going:  to  send  aU  the  traffic  they  can  to  a  port  on  their 
line.  They  are  going  to  carry  it  to  the  port  which  is  their  favorite 
terminal,  and  where  they  can  make  the  most  money  out  of  it.  That 
is  an  inherent  defect  in  the  competitive  system  of  diversified  control 
and  operates  detrimentally  to  the  development  and  usefuhiess  of 
many  important  ports  on  the  Atlantic.  Gulf,  and  Pacific  coasts. 
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The  Chairman.  I  thought  perhaps  you  had  that  in  mind  when  you 
suggested  the  elmiination  of  so  many  corporations,  and  bringing  them 
down  to  an  infinitely  smaller  number  in  order  that  a  given  terri- 
tory might  include  certain  ports  that  are  not  now  used  and  which 
are  practically  in  the  territory  of  a  given  corporation,  to  whose 
interest  it  would  be  to  use  those  ports,  under  a  more  unified  system. 
Is  that  one  of  the  objects  you  had  in  view  ? 

Director  General  McAdoo.  Tliat  is  one  of  the  objects  that  could  be 
accomplished  under  unified  control,  and  I  think  it  would  be  a  very 
serviceable  thing  to  the  country  if  that  could  be  brought  about.  We 
have  many  admirable  ports  in  the  United  States  which  are  com- 
paratively neglected,  and  it  would  be  of  advantage  to  the  public  inter- 
est in  every  way  to  make  a  larger  use  of  those  ports — on  the  Gulf, 
on  the  Pacific,  and  on  the  Atlantic — and  in  many  instances  it  would 
result  in  cheapening  very  much  the  cost  of  transportation. 

Senator  Underwood.  Mr.  Secretary,  how  do  your  contracts  with 
these  main  trunk  lines  read  now;  what  is  the  termination  of  them? 

Director  General  McAdoo.  They  terminate  with  Federal  control. 

Senator  Underwood.  And  that  is  fixed  as  a  period  of  21  months 
after  the  war  ? 

Director  General  McAdoo.  No  ;  it  is  fixed  according  to  the  terms 
of  the  statute.  The  statute  puts  a  maximum  limit  of  time  on  Federal 
control,  but  it  does  not  say  that  Federal  control  shall  continue  for 
21  months. 

Senator  Underwood.  I  mean,  that  is  the  extreme  limit. 

Director  General  McAdoo.  Yes ;  that  is  the  extreme  limit. 

Senator  Underwood.  If  the  Congress  were  to  extend  this  period, 
it  would  require  remaking  of  all  those  contracts,  would  it  not  ? 

Director  General  McAdoo.  I  think  not.  It  would  merely  require 
an  extension  of  them,  by  agreement. 

Senator  Underwood.  I  know,  but  it  woukl  require  a  new  agree- 
ment with  the  railroads  ? 

Director  General  McAdoo.  If  it  were  merely  an  extension  of  time, 
it  would  not  alter  the  terms  upon  which  the  contracts  are  based.  You 
could  merely  stamp  the  extension  upon  the  agreement  with  the  con- 
currence of  both  parties. 

Senator  Underwood.  But  I  mean  that  the  minds  of  the  contract- 
in^parties  would  have  to  come  together  again? 

Director  General  McAdoo.  On  the  extension;  yes. 

Senator  Underwood.  Surely.  In  other  words,  that  would  mean 
making  a  new  contract,  although  not  necessarily  changing  the  terms. 
Now,  what  I  want  to  ask  you  is  this:  Do  you  think  that  the  main 
routes,  or  the  trunk  lines  as  a  whole,  if  Congress  were  to  pass  a  law 
authorizing  an  extension  of  this  period  for  five  years,  would  be 
willing  to  renew  the  contract  on  a  five-year  basis  ? 

Director  General  McAdoo.  I  do  not  loiow.  I  think  they  would; 
but  it  does  not  make  any  difference. 

Senator  Underwood.  Well,  you  could  not  do  it  if  the}^  were  not? 

Director  General  McAdoo.  Oh,  certainly;  we  could  extend  the 
time  of  control,  whether  they  agreed  to  it  or  not. 

Senator  Underwood.  If  we  extend  the  time,  and  they  do  not 
agree,  that  is  confiscation  of  their  property  ? 

Director  General  McAdoo.  Not  at  all.  A  remedy  is  provided  for 
them  in  the  Court  of  Claims.  You  can  not  avoid  existing  contracts 
by  statute. 
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Senator  ITni)ekv;oot).  Wc  confiscate  their  ])roperty,  and  they  have 
to  go  to  the  Court  of  CLiims  and  sue.  They  are  now  working  under 
a  lease  system:  you  have  practically  leased  these  roads  for  a  term  of 
not  to  exceed  21  months  after  the  termination  of  the  war, 
and  their  damages  are  to  be  measured  by  the  rental  value.  Now,  if 
wc  extend  the  term  for  five  years,  I  think  we  agree  that  that  would 
void  the  present  contract,  although,  if  they  agreed,  they  could  jnerely 
change  the  date  of  the  contract,  but  the  minds  of  the  two  contracting 
]-)arties  would  have  to  come  together  again,  and  it  would,  in  effect, 
re(|uire  a  new  contract;  but  if  they  should  refuse,  I  am  not  so  sure 
that  the  Government  could  confiscate  their  property  for  public  use 
and  take  it  over,  without  being  required  to  pay  the  real  value  of 
the  property.  Therefore,  that  brings  me  back  to  the  question,  which 
I  think  is  a  very  material  one,  as  to  whether  there  would  be.  if  the 
Congress  had  in  mind  the  extension  of  this  time,  a  consensus  of 
o])inion  on  the  part  of  the  great  trunk  line  railroads  to  agree  to  such 
an  extension  of  time,  or  whether  they  would  practically  force  us  to 
take  them  over. 

Senator  Cummins.  I  might  remark.  Senator,  that  there  have  been 
])ut  very  few  of  those  contracts  made. 

Senator  Town  send.  I  was  going  to  ask  how  many. 

Senator  Cummins.  Not  more  than  half  a  dozen. 

Director  General  McAroo.  We  will  get  you  a  list  of  the  short  lines; 
but  I  think,  Senator,  your  conception  of  the  legal  effect  of  the  extension 
is  incorrect.  In  the  first  place,  as  to  those  corporations  which  have 
already  signed  that  contract,  it  would  be  operative  for  the  21 
months  following  the  proclamation  of  peace.  If  they  did  not  agree 
or  consent  to  the  extension,  then  then-  compensation  could  be  de- 
termined in  the  Court  of  Claims  for  the  user  of  the  property  for  the 
remainder  of  the  term.  As  to  the  cor])orations  which  do  not  sign  the 
agreement,  they  would  expect  to  go  to  the  Court  of  Claims  for  the 
compensation  for  the  whole  term. 

Senator  Underwood.  Mr.  Secretary,  we  discussed  this  a  year  ago, 
you  know,  and  it  seemed  to  be  the  concensus  of  opinion  that  wliere 
we  took  them  over  for  a  definite  term  their  damages  might  be  the 
rental  value,  but  that  if  we  took  them  over  for  an  indefinite  period 
of  time  their  damages  should  be  the  value  of  the  property  and  not 
the  rental  value.  It  seems  to  me  that  there  is  a  difficulty  that  would 
confront  us  if  we  should  attempt  now  to  extend  the  time  and  to  void 
the  contracts  that  have  already  been  made. 

Director  General  McAdoo.  The  contracts  that  have  already  been 
made  would  be  effective  for  21  months  anyhow. 

Senator  Underwood.  Unless  we  void  them  by  statute. 

Director  General  McAdoo.  Yes. 

Senator  Pomerene.  I  suggest  that  the  list  be  put  in  the  record. 

Director  General  McAdoo.  Yes;  there  are  27. 

Senator  Cummins.  Does  that  include  the  short  lines  also? 

Director  General  McAdoo.  No.     We  will  give  you  the  short  lines. 

Senator  Cuivimins.  No;  I  do  not  care  anything  about  them,  lou 
will  put  that  in  ? 

Director  General  McAdoo.  Yes.     Here  it  is  [exhibiting  paper]. 


52 


EXTENSION   OF   GOVEENMENT   CONIEOL   OF   RAILEOADS. 


(The  list  above  referred  to  appears  below,  as  follows:) 


Colorado  &  Southern  Railway. 
Fort  \\'orth  &  Denver  City  Railway. 
Gulf.  Texas  &  Western  Railway. 
Missouri  &  North  Arkansas. 
New  York  Central  Railroad. 
Detroit  Terminal  Railroad. 
Cincinnati  Northern  Railroad. 
Lake  Erie  &  Western  Railroad. 
Lake  Erie  &  Eastern  Railroad. 
Muncie  Belt  Railway. 
Chicago,     Kalamazoo    &    Saginaw  Rail- 
Indiana  Harbor  Belt  Railroad  Co. 
Pittsburgh  &  Lake  Erie  Railroad  Co. 
wav. 


Atchison.  Topeka  &  Santa  P'e. 

Augusta  Southern  Railway. 

Buffalo,  Rochester  &  Pittsburgh  Railway. 

Georgia  &  Florida  Railway. 

Great  Northern  Railway. 

Lehigh  Valley  Railroad. 

^linnesota  &  International  Railway  Co. 

New  York,  (^ntar  o  &  Western  Railway. 

Norfolk  &  Western  Railway. 

Northern  Pacific  Railway. 

Richmond.    Fredericksburg    &    Potomac 

Railroad . 
Chicago  &  North  V  estern  Railway. 
Chicago.  Burlington  &  Quinc     Railroad. 
Chicago,  St.  Paul,  Minneapolis  &  Omaha 

Railway. 

Senator  Townsend.  How  many  of  these  roads  have  j'ou  not  made 
contracts  with  ? 

Mr.  HiNES.  About  170  are  mider  Federal  control,  of  the  class  1 
roads.     The  others  are  under  negotiation. 

Senator  Cummins.  My.  McAdoo,  your  proposal  or  recommenda- 
tion is  for  an  extension  of  the  period  of  Government  possession  until 
January  1,  1924? 

Director  General  McAdoo.  Yes. 

Senator  Cummins.  Do  you  mean  an  extension  under  the  existing 
law,  with  all  the  powers  and  obhgations  of  that  law? 

Director  General  Mci\.DOO.  That  is  what  I  had  in  my  mind, 
Senator,  excepting  in  so  far  as  Congress  might  see  fit  to  modify  it. 

Senator  Cummins.  That  means,  then,  for  a  period  of  five  years 
w^e  are  to  give  the  President  the  authority  to  put  aside  all  State 
law,  all  orders  of  State  commissions,  and  all  other  regulations  which 
pertain  to  this  subject? 

Director  General  McAdoo.  If  the  extension  is  made  under  the 
]>resent  law,  then  to  the  extent  that  the  Federal  authority  is  ex- 
clusive, Senator,  that  woidd,  of  course,  follow. 

Senator  Cummins.  Well,  under  the  present  law  it  is  absolutely 
exclusive.  That  is,  the  present  law,  as  a  war  necessity,  I  take  it — 
and  for  that  alone — gives  to  the  President'  the  right  to  nullify  all 
legislation,  including  acts  of  Congress.  I  take  it,  and  all  orders  or 
regulations  that  had  been  made  upon  the  subject? 

Now,  I  am  not  questioning  the  pro])riety  of  that  as  a  war  measure, 
at  least  not  at  this  time;  but  is  it  your  proposal  that  that  authority 
shall  be  continued  during  five  yeai*s  of  peace  ? 

Director  General  McAdoo.  I  think  that  we  can  not  operate  the 
railroads  successfully  unless  we  have  a  concentrated  power  some- 
where, and  I  think  the  President  ought  to  be  possessed  of  that 
power — the  same  ])ower  he  has  now — except  to  the  extent  that  it 
may  be  considered  wise  to  modify  it  in  some  details.  My  own 
judgment  about  it,  from  the  experience  I  have  had,  is  that  the  power 
ought  to  be  ])reserved  in  substantially  its  ])resent  form  if  you  are 
going  to  get  results.  I  do  not  believe  that  it  will  be  possible  to 
effectively  o])erate  the  railroads  of  the  United  States  and  to  get 
the  benefits  of  unification  unless  the  Federal  control,  for  instance, 
over  railroad  rates  is  ])reserved  for  the  ])eriod  of  the  test;  and  I 
think  that  with  respect  to  the  other  matters  that  are  involved,  and 
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the  questions  that  hare  arisen  hetween  the  State  commissions  and 
Federal  control— and,  by  the  way,  there  are  not  many  yet — that 
Federal  authority  ought  to  control. 

Senator  Cummins.  Is  it  your  opinion,  too,  that  Federal  authority 
should  control,  without  regard  to  the  character  of  the  regulation, 
whether  it  related  to  interet^ate  or  intrastate  traffic  or  commerce? 

Director  General  McAdoo.  I  think  that  under  Federal  control, 
to  be  effective,  all  traffic  must  be  treated  as  interstate  traffic. 

Senator  Cummins.  And  you  have  no  doubt,  I  assume,  that  we 
have  the  constitutional  authority  in  time  of  peace,  and  as  a  regulation 
of  interstate  commerce,  to  nullify  or  set  aside  all  the  State  statutes 
and  State  regulations  with  regard  to  intrastate  traffic  ? 

Director  General  McAdoo.  I  think  the  Congress  has  authority. 

Senator  Cummins.  I  want  to  get  your  view  about  this,  because  it 
will  become  very  material.  Do  you  believe  also  that  during  this 
period  of  five  years  the  President  or  the  Director  General  should  have 
the  authority  to  make  rates  and  to  put  them  into  effect,  without 
reference  to  the  jurisdiction  of  the  Interstate  Commerce  Commission 
to  suspend  them  or  to  inquire  into  them,  before  they  are  put  into  effect 

Director  General  McAdoo.  I  do.  I  think  it  is  very  essential. 
I  think  the  power  reserved  to  the  Interstate  Commerce  Commission 
of  reviewing  the  rate  after  it  goes  into  effect,  is  all  that  is  necessary. 
In  other  words,  under  Federal  control,  I  conceive  it  to  be  our  duty  to 
operate  the  railroads  at  cost,  and  not  to  make  a  profit.  Now,  unless 
you  have  the  power  of  fixing  rates,  when  costs  are  ascending  you 
can  not  meet  the  situation.  Under  the  present  law  the  Interstate 
Commerce  Commission  has  the  power  of  review  of  those  rates  and, 
if  a  mistake  is  made,  of  course  it  can  be  remedied. 

Senator  Cummins.  But  the  Interstate  Commerce  Commission  is 
just  as  much  a  part  of  "Federal  control"  as  is  the  director  general, 
I  assume  ? 

Director  General  McAdoo.  Yes;  but  only  in  the  sense  that  the 
Supreme  Court  of  the  United  States  is  a  part  of  Federal  authority. 

Senator  Cummins.  But  do  you  not  think  it  would  be  more  com- 
patible with  the  general  public  interest,  and  more  in  harmony  with 
the  demands  of  the  shipping  public,  that  the  Interstate  Commerce 
Commission  should  have,  if  this  time  be  extended,  the  same  authority 
over  rates  that  may  be  established  by  the  director  general,  that  it 
has  heretofore  had  over  rates  established  by  the  railroad  companies  ? 

Director  General  McAdoo.  The  trouble  about  it  is  that  it  might 
take  a  very  long  time  to  get  a  decision.  The  whole  thing  would 
perhaps  be  suspended  for  many  months  and.  in  the  meantime,  the 
Government  would  be  Dut  at  the  disadvantage  of  not  being  able  to 
make  the  property  earn  the  cost  of  the  service. 

Senator  Cummins.  That  might  not  be,,  but,  of  course,  you  are 
assuming  that  the  acts  of  the  director  general  are  always  wise '( 

Director  General  McAdoo.  Not  at  all. 

Senator  Cummins.  That  is  not  always  true  ? 

Director  General  McAdoo.  I  have  to  admit  that.  Senator.  No  one 
can  claim  infallibility. 

Senator  Cummins.  Yes.  I  have  observed  that  under  your  present 
authority  to  initiate  rates  and  to  put  them  into  effect  and  under  the 
very  proper  reservation  which  you  made  at  the  time.  Order  No.  28, 
I  think  it  was,  was  issued,  you  have  yourself  revised,  reviewed,  and 
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modified  a  great  many  of  the  rates  whicli  you  put  instantly  into 
effect.  Have  you  any  idea  of  the  amount  of  confusion  and  the  in- 
justice brought  about  by  putting  those  rates  into  effect  witliout  any 
opportunity  for  comparing  them  with  or  adjusting  them  to  other 
rates  and  to  otlier  conditions  ? 

Director  General  McAdoo.  Senator,  we  had  a  job  to  do,  and  that 
was  to  Uck  the  Kaiser ■ 

Senator  Cummins.  Oh,  I  want  you  to  understand,  Mr.  McAdoo, 
that  I  am  speaking  now  of  a  time  of  peace. 

Director  General  McAdoo.  Yes;  I  am  coming  to  that,  Senator. 

Senator  Cummins.  T  am  not  asking  these  questions  in  a  critical 
way  at  all. 

Director  General  McAdoo.  Oh,  no;  I  quite  understand  that. 

Senator  Cummins.  I  fully  appreciate  the  task  you  had  and  the 
burdens  you  undertook,  but  I  am  speaking  now  of  times  of  peace. 

Director  General  McAdoo.  I  did  not  misunderstand  you,  Senator, 
and  I  do  not  want  you  to  misunderstand  me,  because  I  know  that 
you  are  pressing  your  questions  in  that  spirit,  and  I  am  giving  you 
my  answers  in  the  same  spirit.  But  I  do  want  to  explain  that  the 
manner  in  which  the  power  has  been  exercised  under  war  conditions 
does  not  mean  that  it  will  be  exercised  in  the  same  way  under  peace 
conditions.  We  had  that  great  job  to  do  and  it  was  necessary  to 
put  that  rate  increase  into  effect  so  that  the  railroads  could  be  made 
self-sustaining,  in  order  that  we  might  not  throw  an  additional  bur- 
den on  the  Federal  Treasury.  Now.  of  course,  we  all  recognized  that 
a  percentage  increase  in  rates  would  of  necessity  not  only  create  new 
inequalities  but  would  aggravate  old  inequalities,  but  it  was  necessary 
to  get  the  rates  in  promptly  and  then  to  review  them  oui-selves,  and 
also  to  have  the  Interstate  Commerce  Commission  review  them  upon 
com])laint;  and  therefore  I  announced  at  the  time  that  order  went 
into  effect  that  that  review  would  be  made.  Now,  an  exigency  made 
that  action  necessary  immediately.  Under  peace  conditions  I  should 
not  for  a  moment,  if  I  were  running  the  railroads,  initiate  I'ates  in 
that  manner.  The  question  would  first  be  studied  thoroughly  and 
the  interests  affected  would  be  given  an  opportunity  to  be  heard 
before  the  rates  were  put  into  effect. 

Senator  Cltmmins.  It  would  be  quite  proper,  then,  to  restore  to 
the  Interstate  Commerce  Commission,  if  the  time  is  extended  or 
whether  it  is  or  not — the  jurisdiction  which  it  formerly  exercised 
over  rates  and  over  the  suspension  of  rates? 

Director  General  McAdoo.  I  think  that  would  be  a  mistake.  1 
think  the  power  to  initiate  rates  should  remain  in  the  President. 
I  think  the  power  of  review  should  be  preserved,  and  I  think  you 
should  provide  that  the  President  should  not  initiate  a  rate  unless 
he  had  given  30  days'  notice  and  an  opportunity  to  interested  parties 
to  be  heard. 

Senator  Cummins.  I  do  not  think  there  is  any  safety  in  changing 
rates  without  a  chance  for  a  hearing  upon  the  part  of  those  whose 
i)usiness  is  to  be  affected  by  the  change.  It  seems  to  me  that  is  an 
essential  thing  always;  und  the  danger,  as  I  look  at  it,  in  times  of 
peace,  when  things  can  be  postponed  until  they  are  heard,  is  in  mak- 
ing those  changes  without  any  hearing. 

Director  General  McAdoo.  1  should  think  that  when  you  come  to 
deal  with,  a  ^^ermanent  solution  of  the  problem,  those  matters  could 
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oe  pro])erly  safeguarded — and,  of  course,  they  will  be  properly  safe- 
guarded. It  does  seem  to  me,  however,  under  ])rcsent  conditions, 
that  in  no  case  ought  the  power  of  the  President  to  initiate  the  rate 
be  taken  away,  and  that  at  most  we  cmght  to  put  no  gi eater  limita- 
tion upon  him  than  that  of  giving  notice  before  he  initiates  a  rate, 
and  givinoj  public  commissions  and  the  shipping  public  an  oppor- 
tunity to  be  heard  duiing  the  term  of  that  notice. 

Senator  Cummins.  Let  me  now  pass  on  to  anotlier  phase  of  the 
present  law:  Would  you  be  willing  to  continue  to  pay  to  the  roads 
that  you  now  have  in  possession  compensation  at  the  standard  rate 
or  the  rate  fixed  by  the  present  statute  ? 

Director  General  McAdoo.  I  think  that  for  the  test  period  we  could 
afford  to  do  that.  I  do  not  mean  to  say  that,  of  necessity,  we  ought 
to  do  it,  but  I  think  we  c-an  afford  to  do  it.  I  would  say,  upon  the 
whole,  that  it  is  just  as  well  to  preserve  the  stabihty  of  the  whole  situa- 
tion until  we  can  determine  what  is  the  ultimate  solution  of  the 
problem. 

Senator  Cummins.  Then,  what  are  known  as  "  the  short-line  roads" 
were  entirely  excluded  from  Government  possession  ? 

Director  General  McAdoo.  Yes. 

Senator  Cummins.  And  jou  are  slowly  making  a  few  contracts  with 
the  short-line  roads,  from  my  standpoint  without  much  authority 
of  law;  but  that  is  neither  here  nor  there  for  the  moment.  Do  you 
want  those  short-line  roads  to  contmue  in  the  same  uncertain  and 
unsatisfactory  status  that  they  now  occupy? 

Director  General  McAdoo.  My  feeling  about  the  short-line  rail- 
roads, Senator,  is  this:  I  think  that  if  we  have  a  five  years'  extension 
the  short-line  railroads  ought  to  be  included  in  Federal  control, 
because  the  purpose  of  such  an  extension  would  be  to  test  the  whole 
transportation  problem,  with  a  view  to  determining  the  best  solution 
of  the  whole  thing  and  at  the  same  time  with  a  view  of  giving  the 
best  service  to  the  people  of  the  country.  In  those  circumstances  I 
think  the  short-line  railroads  ought  to  be  included.  I  think  the  test 
should  embrace  all  facilities  of  transportation.  If  there  had  been 
no  limitation  o)i  Federal  control  in  the  present  act,  I  should  have 
favored  taking  the  short  lines  over  along  with  the  trunk  lines. 

Senator  Cummins.  I  am  glad  you  have  come  to  that  conclusion. 

Director  General  McAdoo.  As  a  war  measure,  Senator,  I  did  not 
feel  justified  in  taking  the  short-line  railroads  under  such  a  limited 
period  of  Federal  control. 

Senator  Cummins.  I  think  they  should  have  been  included  from 
the  beginning,  and  probably  if  there  is  to  be  an  extension,  I  think 
they  should  he  included.  Now,  you  said  a  few  moments  ago  in  vour 
review  of  the  situation,  that  probably  there  would  be  req^uired 
$500,000,000  annually  for  extensions  and  betterments— additions 
and  betterments  to  the  railroad  plant.  If  the  time  be  extended  five 
years,  that  will  mean  an  expenditure  of  $2,500,000,000.  Where  will 
you  get  the  money  ? 

Director  General  McAdoo.  I  think,  Senator,  that  the  credit  of  the 
railroads,  or  at  least  most  of  them,  will  be  sufficient,  provided  we 
permit  them  to  earn  enough  to  enable  them  to  meet  their  fixed 
charges  and  pay  their  customaiy  dividends. 

Senator  Cummins.  You  mean  that  the  various  railroad  companies 
will  borrow  the  money  ? 
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Director  General  McAdoo.  Yes;  I  think  the  credit  of  most  of 
them  will  be  sufficient  when  backed  by  the  moral  and,  in  extreme 
cases,  the  material  assistance  of  the  Government,  to  support  the 
major  improvements  that  should  be  made. 

Senator  Cummins.  You  know  that  most  of  those  railroad  com- 
panies have  mortgages  at  present  ? 

Director  General  McAdoo.  Yes. 

Senator  Cummins.  Securing  issues  of  bonds  ? 

Director  General  McAdoo.  Yes. 

Senator  Cummins.  And  I  assume  that  future  issues  of  securities 
to  the  extent  of  $2,500,000,000  .could  hardly  be  brought  within  those 
mortgages;  so  what  security  are  you  going  to  give  to  those  who  buy 
those  bonds  ? 

Director  General  McAdoo.  Well,  I  think  in  the  case  of  equipment 
that  car  trusts,  properly  issued 

Senator  Cummins  (interposing) .  I  was  not  thinking  of  equipment ; 
I  was  thinking  of  extensions  and  betterments. 

Director  General  McAdoo.  Equipment  will  represent  a  very  large 
part  of  the  future  expenditures. 

Senator  Cummins.  It  has  not  been  in  your  mind  that  the  Govern- 
ment should  undertake  any  obligation  upon  these  securities? 

Director  General  McAdoo.  No,  except  as  may  be  necessary  in 
specific  cases. 

Senator  Cummins.  You  realize  that  it  would  be  rather  difficult  for 
the  Government  to  compel  the  companies  to  issue  these  obligations, 
and  to  expend  the  money  partly  on  their  own  property  and  partly 
upon  other  property  ? 

Director  General  McAdoo.  My  feeling  about  it  is  this,  that  with 
the  Government  back  of  the  railroads,  and  especially  if  they  are 
earning  enough  to  pay  their  fixed  charges  and  customary  dividends, 
and  to  have  a  reasonable  surplus 

Senator  Cummins  (interposing).  How  is  the  Government  back  of 
the  railroads  under  such  circumstances? 

Director  General  McAdoo.  I  will  explain,  Senator,  if  you  will  allow 
me. 

Senator  Cummins.  Certainly. 

Director  General  McAdoo.  If  the  period  is  extended  for  five  years 
the  Government  will  be  behind  them  to  the  extent  that  it  will  ad- 
minister them  in  the  common  interest.  Now,  to  the  extent  to  which 
that  is  done,  the  corporations  which  have  strength  can  finance,  with 
the  Government's  assistance,  I  mean  to  say,  its  moral  influence  and 
support- — can  finance,  I  thmk,  the  necessary  improvements  and  the 
necessary  purchases  of  equipment  which  may  be  agreed  upon.  Of 
course,  if  they  do  not  agree  upon  them,  you  have  got  to  exercise  the 
power  under  the  present  law,  if  that  law  is  extended. 

Senator  Cummins.  There  is  in  the  present  law  authority  for  the 
Government  to  expend  money,  as  I  assume,  and  to  fasten  the  respon- 
sibility for  it,  in  some  rather  vague  way,  upon  the  property  as  alien, 
but  I  think  that  kind  of  security  would  not  oe  accepted  in  the  markets 
of  the  world  very  readily. 

Director  General  McAdoo.  I  think  that  these  corporations  would 
have  a  great  deal  better  opportunity  to  use  their  credit,  and  could 
perhaps  raise  more  money  on  their  credit  with  the  Government  back 
of  them  to  the  extent  that  it  is  to-day  than  if  they  were  turned  back 
to  private  control. 
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Senator  Cummins.  That  is  what  I  can  not  tinderstand  in  your  posi- 
tion. You  are  expecting  tlic  cooperation  of  the  raih'oad  companies, 
and  at  the  same  time  you  have  submitted  the  most  cogent  and  power- 
ful argument  in  favor  of  a  plan  of  unification  which  involves  the 
loss  of  all  individuahty  in  corporate  management.  Now,  how  can 
you  expect  the  cooperation  that  you  suggest,  looking  at  human 
nature  as  you  have  described  it? 

Director  General  McAdoo.  I  think  there  is  no  more  destruction  of 
the  individuality  of  corporate  management  under  the  five-year  test 
period  than  imder  the  21 -months  test  period,  and  I  think  you  will  be 
niv^re  likely  to  have  that  t  oi'porate  cooperation  in  the  longer  period 
than  in  the  shorter  period,  because  in  the  longer  period  there  will  be 
time  to  put  into  effect  improvements  that  may  result  in  increasing 
the  earnings  and  in  economies  in  operation  which  would  certainly 
improve  theu"  credit. 

Senator  Cummins.  Assuming  that  your  proposition  for  unified  con- 
trol— and  there  can  not  be  any  positive  unified  control  without  Gov- 
ernment operation-  but  a.ssuming  that  it  is  sound — and  I  an  not 
impeaching  it  at  this  time-  the  only  reason  that  could  lead  the  rail- 
road companies  into  cooperation  with  the  Director  General  would  be 
that  they  thought  thev  could  sell  their  properties  at  the  end  of  the 
five-year  period  for  a  great  deal  more  than  they  could  sell  them  for 
now  and  under  more  favorable  conditions. 

Director  General  McAdoo.  They  might  think  that;  I  can  not  tell. 
But  one  thing  is  certain:  ^-Vhatever  they  may  think,  or  whatever 
may  be  the  outcome  eventually,  it  is  plainly  our  duty  to  do  what  is 
best  in  the  public  interest,  and  if  the  five-year  extension  is  the  best 
thing,  we  ought  to  take  that  course  without  fear.  There  is  no  solu- 
tion of  the  railroad  problem  which  has  been  or  can  be  discussed  which 
does  not  present  tremendous  difficulties.  No  man  can  foresee  the 
consequences  of  the  adoption  of  any  one  of  them.  I  think  that, 
since  we  have  already  had  a  test  of  the  railroads  under  war  condi- 
tions, a  continuation  of  the  test  for  a  reasQnable  length  of  time — say 
five  years,  as  proposed — presents  fewer  difficulties  than  anything  else 
I  can  think  of. 

Senator  Cummins.  And  that  brings  me  to  the  real  point  that  has 
been  raised  here,  which,  I  take  it,  is  very  unportant.  In  the  10 
months  ending  with  October  of  1918  the  net  loss  in  the  operation  of 
the  class  1  roads,  as  compared  with  the  same  months  of  1917,  has 
been  $905,000,000,  has  it  not? 

Director  General  McAdoo.  No;  you  are  entirely  mistaken.  There 
has  been  no  such  loss. 

Senator  Cltvimins.  Let  us  see.  I  have  befc"<^  me  a  summary  issued 
by  the  Interstate  Commerce  Commission ■ 

Director  General  McAdoo  (interposing).  The  oss  is  estimated  by 
the  Kailroad  Administration  statistician  at  $136,000,000  for  the  year, 
and  this  is  accounted  for  in  large  wage  increases,  high  cost  of  mate- 
rials and  supplies,  and  ever3'thing  of  that  kind. 

Senator  Cummins.  I  am  not  saying  that  it  was  not  necessarily  so, 
but  I  am  simply  trying  to  get  the  facts  on  the  record.  I  have  a  table 
here  which  is  prepared  by  the  Bureau  of  Statistics  of  the  Interstate 
.Commerce  Commission.  It  is  headed,  "Summary  of  monthly 
reports  of  large  roads,  for  the  10  months  ended  with  October,  1918." 
It  covers  the  operations  of  232,000  miles,  which  embraces,  as  I  under- 
stand it,  the  class  1  roads,  substantially. 
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Now,  (luring  the  first  10  months  of  this  year,  as  shown  by  this 
statement,  the  operating  revenue  of  these  roads  was  $4,032,234,144. 
For  the  same  months  in  1917  the  operating  revenue  was  $3,355,328,079, 
so  that  the  roads  took  in,  by  way  of  revenue,  practically  $740,000,000 
more 

Senator  Kellogg.  The  exact  figures  are  $676,000,000. 

Senator  Cummins.  Well,  whatever  it  is.  Now,  for  the  same  roads 
the  expenses  of  maintenance  and  operation  for  the  10  months  of  this 
year  were  $3,247,085,929;  and  for  the  10  months  of  last  year— I 
mean  of  1917 — it  was  $2,344,206,000;  so  that  the  net  revenue  from 
railway  operation  this  year — I  mean,  in  1918 — during  those  10 
months  was  $785,148,215,  while  during  the  10  months  of  1917,  it  w^as 
$1,011,121,155.  In  round  numbers,  while  the  revenue  w^as  $700,- 
000,000  more,  the  net  revenue  was  $228,000,000  less.  I  assume, 
therefore,  that  a  comparative  statement  w^ould  about  confirm  what 
I  said  a  few  minutes  ago. 

Director  General  McAdoo.  No.  Senator,  you  are  mistaken.  You 
do  not  tell  us  there  how^  much  transportation  was  furnished  for  the 
money  in  each  year.  In  other  words,  the  volume  of  transportation 
supplied  in  each  case. 

Senator  Cummins.  You  are  quite  right  about  that. 

Director  General  McAdoo.  And,  in  adilition  to  that.  Senator,  you 
nif>  comparing  a  time  when  the  railnmds  wore  operating  under  war 
conditions,  when,  of  course,  you  could  not  always  be  governed  by 
principles  of  economy;  and,  again,  wdien  we  took  them  over,  they 
were  in  the  most  paralyzed  condition  they  had  ever  been  in.  luid  we 
had  to  clear  tliat  situation  up  at  very  great  cost:  and,  in  addition  to 
that,  there  were  difficulties  in  getting  skilled  labor,  and  the  greon 
labor  which  hai  to  be  substituted  for  skilled  labor  that  had  gone  into 
the  Army,  and  many  other  difficulties  which  I  might  mention.  But. 
after  ;'U,  it  is  a  question  of  the  volume  of  transportation  provided 
under  given  circumstances,  and  the  amount  of  money  it  costs,  that 
must  l>e  the  test. 

You  are  also  comparing  our  w^ar  period,  when  w'e  took  over  almost 
a  helplessly  broken-dowm  machine,  with  the  best  period  in  railroad 
history. 

And  may  I  just  say  one  other  thing,  in  connection  with  that  answer  ? 

Senator  Cummins.  Surely. 

Director  General  McAdoo.  We  also  had,  as  you  know%  the  wors*. 
winter  in  the  history  of  the  country  (at  least  within  my  lifetime), 
which  added  to  the  intensity  of  the  demands  upon  transjiortation 
for  w^ar  purposes,  and,  of  course,  made  the  cost  of  transportation  very 
much  greater  than  it  would  have  been  in  normal  times.  In  addition 
to  all  that,  considering  the  returns  for  the  fu'st  10  months,  you  must 
bear  in  mind  that  the  increases  in  wages  and  the  increased  cost  of 
materials  and  supplies  of  all  kinds  was  effective  for  the  entire  10 
months,  wdiereas  the  increase  in  rates  w^as  in  effect  for  only  four 
months. 

Senator  Cummins.  Yes,  I  have  those  things  in  mind,  and  I  W'ill 
not  overlook  them  as  I  go  along;  but  I  want  to  say  that  the  conclu- 
sions that  might  be  drawn  from  the  figures  that  I  gave  you  must  be 
q^ualified  ])y  reference  to  the  volume  of  traffic,  and  I  have  no  sta- . 
tistics  with  regard  to  the  volume  of  traffic  in  the  first  10  months  of 
1918  as  compared  with  the  san^e  months  of  1917. 
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Director  General  McAdoo.  Just  as  soon  as  the  returns  are  com- 
pleted I  shall  submit  a  very  full  statement  as  to  all  of  them;  and  I 
may  say  furtlier  that,  as  far  as  we  have  complete  statistics  that  bear 
upon  the  first  10  months,  I  shall  be  glad  to  supply  them. 

Senator  Cummins.  I  want  it  understood,  too,  that  I  think  all  of 
the  members  of  the  committee  are  conscious  of  the  difficulties  under 
which  the  Kailroad  Administration  was  carried  on,  especially  during 
last  winter;  but  I  am  trjnng  to  find,  if  I  can,  where  we  are  eventually 
to  emerge,  if  these  conditions  continue.  Now,  you  have  said  that 
the  increase  in  rates  did  not  take  effect  until  about  the  1st  of  July, 
T  believe,  whereas  the  increase  in  compensation  took  effect  on  the 
1st  of  January. 

Director  General  McAdoo,  As  well  as  increases  in  wages  and  cost 
of  supplies  of  all  kinds. 

Senator  Cummins.  Yes;  but  now  I  w^ant  to  bring  your  attention  to 
the  period  in  which  these  things  may  be  assumed  to  have  been 
fimoothed  out  just  as  fully  as  they  could  be  under  war  conditions, 
and  I  invite  your  notice  to  the  same  comparison  for  the  month  of 
October,  1918.  A  table  furnished  from  the  same  authority,  and  of 
the  same  character,  covering  only  the  month  of  October,  discloses 
this  situation :  That  the  operating  revenue  of  these  class  1  roads  for 
that  month  was  S4S9, 332.259.  For  the  same  month  in  1917  it  was 
.S382,544,311;  so  that  the  roads  took  in  during  1918,  in  the  montii 
•of  October,  $107,000,000  n^ore  than  they  took  in  during  the  san^e 
i^^onth  in  1917;  but  I  find  that  the  net  revenues  from  railway  opera- 
tion— I  am  not  including  taxes  or  an3'thing  of  that  kind — the  net 
revenue  from  railway  operatitms  for  the  month  of  October,  1918, 
was  $105,959,693,  whereas  the  net  revenue  for  the  month  of  October, 
1917,  was  $122,487,092— a  difference  of  nearly  or  about  $16,000,000 
for  the  month;  that  is,  the  net  revenue  was  $16,000,000  less  for 
October,  although  the  gross  revenue  was  $107,000,000  more. 

Director  General  McAdoo.  Of  course,  Senator,  those  comparisons 
are  wholly  misleading,  because,  unless  you  know  the  amount  of 
transportation  produced  in  each  instance,  you  have  no  accurate  basis 
of  comparison. 

Senator  Cummins.  Yes;  I  was  hoping  vou  might  supply  that. 

Director  General  McAdoo.  We  shall  be  glad  to  supply  it.  If  you 
want  to  get  an  accurate  comparison,  then  you  have  got  to  put  the 
railroad  operations  of  1917  on  the  same  basis  as  1918.     The  same 

rates  and  wage  scale 

•  Senator  Cummins  (interposing).  Oh,  no. 

Director  General  McAdoo.  Or  else  you  have  got  to  put  it  upon  the 
basis  of  the  transportation  produced,  and  take  into  consideration,  in 
order  to  base  any  judgment  on  the  merits  of  either  case,  not  onl}^  the 
war  period,  but  also  that  a  great  deal  of  the  back  wage  adjustments — 
these  settlements  that  are  proceeding  throughout  the  year — it  also 
incorporated  in  the  October  statement.  There  is  another  thing:  we 
had  a  very  serious  plague  in  October,  m  which  we  lost  by  death 
thousands  of  railroad  men,  and  thousands  of  others  were  sick.  I 
think  in  New  England  alone  18,000  were  sick  at  one  time.  Now,  all 
of  those  things  added  to  the  cost  of  operation;  and  you  are  comparing 
these  operating  results  under  strikingly  adverse  conditions  or  dis- 
similar conditions,  and,  therefore,  I  say  that  I  do  not  think  they 
apply  as  much  as  you  seem  to  think  they  do. 
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Senator  Cummins.  Oh,  no.  Understand  that,  so  far  as  I  individ- 
ually am  concerned,  I  am  not  trying  to  prove  that  the  administration 
has  been  inefficient.  I  am  trying  to  find  out  where  we  are  drifting 
and  how  we  will  eventually  escape  bankruptcy. 

Director  General  McAnoo.  I  understand  you  perfectlv,  Senator, 
and  I  am  trying  to  explain  why  we  will  not  go  into  bankruptcy. 

Senator  Cummins.  Then,  do  you  propose,  in  order  to  meet  this 
situation,  that  there  shall  be  another  increase  in  rates? 

Director  General  McAdoo.  Not  at  all  Senator.  On  precisel)'  the 
same  basis  as  now  exists  as  to  rates,  wages,  and  cost  of  materials  and 
operation,  I  think  we  should  have  a  surplus  of  $100,000,000  for  1919. 

Senator  Cummins.  How  could  that  be,  when  in  the  month  of 
October  one  finds  that  in  war  times 

Director  General  McAdoo  (interposing) .  I  am  speaking  of  peace 
times. 

Senator  Cummins  (continuing).  That  for  October  the  net  operating 
income  did  not  meet  the  guaranty  of  the  Government  to  the  railroads  ? 

Director  General  McAdoo.  The  earnings  for  1  month  are  not  an 
index,  necessarily,  for  the  whole  12  months.  I  am  speaking  of  the 
12-month  period  for  1919.  I  think  you  will  find,  on  the  same  basis 
of  existing  wages  and  working  conditions  and  with  the  existing 
rates,  that  you  would  have  a  surplus  of  $100,000,000  in  1919,  over 
and  above  the  Government's  guaranty,  I  mean. 

Senator  Cutvimins.  You  mean  upon  the  same  traffic  ? 

Director  General  McAdoo.  Yes. 

Senator  Cuimmins.  And  on  the  same  rates  ? 

Director  General  McAdoo.  Yes;  on  the  same  rates.  Let  me  give 
you  just  this  further  statement:  In  1918  the  railroads  in  this  country 
were  without  any  reserves  of  motive  power  at  all.  They  went  into 
the  winter  with  nothing  in  the  way  of  motor-power  reserves.  They 
did  not  have  sufficient  new  locomotives;  I  mean  they  were  not  de- 
livered, and  it  was  necessary,  therefore,  to  repair  the  old  loco- 
motives. Even  if  the  new  locomotives  which  had  been  ordered  could 
have  been  delivered,  I  had  to  yield  to  Gen.  Pershing's  demands  for 
those  locomotives  to  handle  our  troops  in  France;  so  I  deferred  the 
orders  of  the  American  railways  for  new  locomotives  to  the  needs 
of  our  forces  abroad,  in  order  that  our  troops  in  France  might  have 
them  to  get  up  to  the  German  front.  Now,  the  only  possible  sub- 
stitute, under  those  circumstances,  was  to  repair  the  existing  loco- 
motives, and  even  that  meant  with  insufficient  man  power  and  with 
insufficient  shop  facilities,  working  hundreds  of  thousands  of  hours 
overtime  in  order  that  we  might  make  the  old  locomotives  suitable 
as  substitutes  for  the  new  ones  we  were  sending  to  Pershing;  and 
that  cost  us  time  and  a  half  for  overtime,  and  all  of  those  hours  are 
included  in  that  cost  of  operation  for  1918,  when  we  were  operating 
under  most  extraordinary  and  anomalous  conditions.  Now,  we 
will  not  have  those  things  to  contend  with  the  coming  year. 

As  soon  as  the  armistice  was  signed  I  restored  the  eight-hour  day, 
and  we  have  kept  up  with  our  locomotive  repairs  and  now  have 
nearly  1,100  of  them  m  reserve  with  which  to  go  into  the  winter,  as 
against  none  last  year.  I  mention  those  things  in  order  that  you 
may  see  how  operating  costs  difTered  in  the  past.  If  you  will  take 
the  month  of  September,  however,  instead  of  the  month  of  October, 
you  will  see  a  very  handsome  increase  in  earnings,  but  that,  again, 
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is  not  indicative  of  the  whole  year.  As  a  matter  of  fact,  the  earnings 
for  the  year  under  Federal  control  are  fluctuating  between  very  wide 
extremes,  month  by  month,  because  many  of  the  wage  increases  which 
have  been  put  into  efl'ect  could  not  be  paid  out  immediately,  and  it 
takes  a  long  time  to  check  them  up. 

Senator  Cummins.  Have  you  similar  statements  to  the  one  I  have 
referred  to  for  each  month  in  the  year  ? 

Director  General  McAdoo.  Yes.  What  I  should  like  to  do  is  this: 
Of  course  it  is  impossible  for  me  to  follow  the  details  of  these  operat- 
ing statistics;  I  have  many  other  things  to  attend  to,  and  I  can  only 
keep  track  of  them  in  a  general  way;  but  I  should  like  to  have  some 
one  representing  the  Railroad  Administration,  and  who  is  familiar 
with  all  these  statistics,  come  here  and  give  you  full  information 
about  it  in  detail  later. 

Senator  Kellogg.  If  you  have  it,  will  you  please  file  with  the 
committee  the  amount  of  the  wage  settlements  made  and  paid  in 
June,  July,  August,  September,  and  October. 

Director  General  McAdoo.  I  will  if  they  have  been  completed.  I 
think  we  can  do  that. 

The  Chairman.  Do  you  mean  that  to  include  the  retroactive 
feature  ? 

Senator  Kellogg.  I  am  talking  about  the  retroactive  feature 
entirely. 

The  Chairman.  You  say  you  are  talking  about  retroactive 
entirely  ? 

Senator  Kellogg.  Yes. 

Senator  Clwmins.  Having  gone  over  this  briefly,  we  come  to  the 
question  that  I  have  in  mind,  which  is  of  a  rather  more  general 
character.  Do  you  think,  or  do  you  have  any  doubt  that  Congress 
can,  during  this  year,  agree  and  establish  a  permanent  policy  for 
the  relation  of  the  Government  to  the  railroad  properties  of  the 
country  ? 

Director  General  McAdoo.  Senator,  I  would  think  it  is  very  diffi- 
cult. I  do  not  know,  of  course,  what  Congress  may  do.  You  ask 
if  I  doubt  it.     I  am  frank  to  say  I  do. 

Senator  Cummins.  Assuming  now  we  should  do  what  we  ought 
to  do — continue  this  hearing  and  investigation  and  consideration 
until  it  is  finished,  not  stopping  with  the  4th  of  March — is  there  any 
reasonable  doubt  that  Congress  can  not  deal  with  the  problem  in 
some  fashion  before  the  year  will  have  gone  ? 

Director  General  McAdoo.  I  can  not  answer  that,  perhaps  as  well 
as  you  can,  but  I  doubt  it. 

Senator  Cummins.  I  think  it  can.  I  have  no  hesitation  in  saying 
that,  in  my  opinion,  it  can,  but  whether  it  will  or  not,  that  is  a 
different  matter. 

Director  General  McAdoo.  I  do  not  know  any  subject  about  which 
there  is  such  an  infinite  variety  of  opinion  as  the  raikoad  question. 
It  is  going  to  be  very  difficult  to  reconcile  these  confficting  views  and 
to  secure  a  permanent  solution  in  a  short  time. 

Senator  Cummins.  In  view  of  the  agitation  that  has  been  going  on 
for  j^ears,  and  the  general  knowledge  of  the  people  concerning  the 
subject,  it  would  seem  to  me  that  we  ought  to  be  able  to  compose 
them.  Our  action  might  not  be  wise,  but  we  should  be  able  to 
compose  them  within  a  year;  and  do  you  not  think  that  it  would 
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be  a  gi-eat  deal  better  for  the  people  of  this  country  to  speedily  reach 
a  conclusion  that  will  establish  a  permanent  status  ? 

Director  General  McAdoo.  Of  course,  it  is  highly  desirable  to  get 
a  permanent  solution  of  this  problem  as  soon  as  possible.  My 
profound  conviction  is  that  you  can  not  get  a  permanent  solution 
now,  even  is  possible,  that  will  be  as  satisfactory  as  the  one  you  will 
get  after  a  try-out  over  a  longer  period  of  time.  I  think  the  test 
under  peace  conditions  would  be  more  helpful  than  anything,  in 
solvmg  this  problem  rightly.  No  one  can  tell  what  sort  of  a  plan 
will  come  out  of  the  attempt  to  find  a  solution  now.  Various  alter- 
natives are  proposed.  One  of  them  is  straight  Government  owner- 
ship. That  is  the  fine  of  least  resistance.  It  is  the  simplest  method 
of  deaUng  with  it.  My  tendencies  have  been  against  that  solution. 
My  inclination  has  been  to  some  form  of  private  ownership — the 
preservation  of  private  ownership — but  under  such  strong  and 
efTective  Federal  control  that  we  should  get  the  benefit  of  private 
initiative  as  far  as  that  is  possible  under  a  dual  system  of  that  kind, 
and  yet  secure,  for  the  American  people,  the  advantages,  of  a  large 
measure  of  miified  operation  of  the  raiboads  mider  strong  Government 
control.  The  States,  of  course,  will  have  to  yield  some  of  their 
authority  in  order  to  reach  a  correct  solution  of  this  vexed  problem, 
a  solution  which  is  genuinely  in  the  hiterest  of  all  the  people  of  the 
country. 

As  opposed  to  the  Government  ownership  plan,  several  suggestions 
are  made  as  to  private  ownership  under  a  strong  federalized  control. 
One  of  them  is  that  the  country  should  be  divided  into  regions,  some- 
what analagously  to  the  Federal  Reserve  system,  and  that  all  rail- 
roads in  that  region  should  be  welded  into  one  corporation.  Under 
that  plan,  there  would  be  a  monopoly  of  transportation  within  that 
region,  with  private  ownership  under  Federal  control  and  possibly 
with  Federal  participation  in  the  surplus  earnings  over  a  certain 
return  to  the  owners  on  their  investment.  That  plan  presupposes  a 
valuation  of  all  the  individual  railroad  properties,  and  exercise  of  the 
Government's  power  of  eminent  domain  would  undoubtedly  be  neces- 
sary to  bring  it  about.  I  mention  this  power  of  eminent  domain  as 
one  of  a  few  of  the  perplexities  incident  to  the  adoption  of  the  regional 
plan.  If  that  plan  were  carried  out,  however,  and  the  seven  regions 
we  now  have  are  maintained  as  such,  you  would  have  seven  regional 
railroad  monopolies  operating  under  governmental  control  and 
direction. 

On  the  other  hand,  it  has  been  suggested  that  a  better  solution 
would  be  to  force  a  consolidation  of  the  weak  and  strong  corporations, 
within  practicable  limits,  and  keep  them  in  competition  eacli  with 
other,  under  strong  federalized  direction  and  control.  That,  aojain, 
would  involve  all  the  difficulties  in  the  procedure  1  have  outlined 
generally  as  applicable  to  the  case  of  the  regional  monopoly.  I  am 
frank  to  say  that  1  do  not  know  which  of  those  three  plans  would  be 
the  best  one  to  adopt  now. 

Let  us  assume,  however,  for  the  sake  of  discussion,  that  we  should 
adopt,  as  a  permanent  solution,  the  j^lan  for  competitive  corporations, 
under  strong  Federal  control.  I  will  illustrate  it  by  the  southern 
region,  which  embraces  the  territory  south  of  the  Potomac  and  east 
of  the  Mississippi  rivers.  In  the  southern  region  there  are  prac- 
tically  three   systems   of   railroads — the   Southern,    which    is    very 
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strong  and  reaches  the  largest  part  of  that  territory;  the  Atlantic 
Coast  Line;  and  Louisville  &  Nashville,  which  compose  practically  one 
system,  and  which  are  also  very  strong.  Then  there  is  the  Seaboard 
Air  Line,  which  is  highly  competitive  with  the  Atlantic  Coast  Line, 
and  w^hich  is  a  much  weaker  system.  I  am  simply  describing  one  of 
the  plans  which  have  been  suggested  to  me.  I  am  not  committed  to 
it  myself. 

NW,  suppose  it  is  attempted  to  consolidate  the  Seaboard  Air 
Line,  the  Atlantic  Coast  Line,  and  the  Louisville  &  Nashville  into 
one  strong  system,  and  set  it  in  competition  with  the  Southern, 
making  such  readjustments  and  distribution  of  smaller  lines  so  as  to 
divide  them  in  the  most  intelligent  w^ay  between  the  two  big  rail- 
road systems  in  the  district.  We  should  then  have  two  big  systems 
operating  in  the  southeastern  territory  under  Federal  direction  and 
control  and  with  Federal  participation  in  the  surplus  profits,  after 
the  stockholders  had  received  a  stipulated  dividend.  That  plan 
implies,  of  course,  a  readjustment  of  these  various  companies  and  a 
redistribution  among  their  stockholders  upon  some  predetermined 
basis.  No  such  basis  can  be  found  until  we  know^  first  what  these 
properties  can  earn  under  unified  control  during  peace  time  and 
what  is  the  reasonable  value  of  the  properties  so  that  the  new  issues 
of  stocks  could  be  made  accordingly,  and  the  most  intelligent  rear- 
rangement of  the  railroad  maps  in  the  southeastern  region  could  be 
determined.  With  the  light  before  me,  I  do  not  see  how  we  can  get 
any  satisfactory  solution  of  the  problem  even  if  this  principle  should 
be  adopted,  until  we  have  had  a  more  thorough  test  of  unified  control 
under  Federal  direction  in  peace  time.  I  think  that  such  a  test 
would  produce  an  immense  amount  of  information  that  would  be 
invaluable  in  solving  this  perplexing  problem. 

Senator  Clt^mins.  I  have  not  attempted  to  enter  upon  a  discus- 
sion of  the  proper  solution  of  this  problem.  It  is  a  very  delicate 
and  difficult  question.  Everybody  w^ill  admit  that.  The  purpose 
of  my  inquiry  is  to  ascertain  whether  it  is  not  reasonably  sure  that 
we  can  reach  some  solution  during  the  present  year.  Now.  if  you, 
with  your  experience  and  your  knowledge  of  the  reasons  you  have 
given'  for  unified  control,  which  are  graphic  and  very  instructive, 
can  suggest  a  plan,  do  you  not  thmk  if  we  would  sit  down  that, 
within  six  months,  you  or  we  could  reach  a  concllision  with  regard 
to  the  best  way  of  dealing  with  the  question  ? 

Director  General  McAdoo.  If  you  could  leave  it  to  me,  I  could  do 
it  in  six  months.  I  do  not  know  wdiether  you  could  get  the  minds 
of  a  majority  of  some  six  hundred  men  to  meet.  That  is  the  diffi- 
culty wdth  Congress. 

Senator  Cuivimins.  But  there  w^ould  be  a  majority  one  way  or  the 
other  for  some  solution,  and  what  you  can  do  others  can  do  if  they 
give  the  subject  the  same  careful  study  which  you  have  given  it. 

Director  General  McAdoo.  Senator,  of  course  I  do  not  know 
whether  the  Congress  could  reach  a  solution  in  a  short  time  as  you 
seem  to  believe.  I  doubt  it  because  the  problem  is  too  complicated, 
I  have  mentioned  several  plans  in  order  to  give  you  a  brief  suggestion 
of  their  complexity,  merely  to  indicate  the  difficulties  which  stand 
in  the  way  of  any  meeting  of  the  minds  of  any  large  body  of  men 
like  the  Congress  on  this  subject;  there  is  such  a  great  variety  of 
opinion.     Of  course,  one  man  can  decide  a  thing  quicker  than  a 


64  EXTENSION   OF   GOVERNMENT  CONTROL  OF  RAILROADS. 

dozen,  because  in  the  latter  case  you  have  to  bring  the  minds  of  the 
dozen  men  together.  The  country  will  not  permit  any  one  man  to 
settle  it.     You  gentlemen  of  the  Congress  must  settle  it. 

Senator  Cummins.  But  you  have  delineated  very  clearly  the 
advantages  of  unification.  Nothing  could  happen  in  the  future 
that  would  deepen  your  conviction  in  favor  of  unification  ? 

Director  General  McAdoo.  No;  it  is  the  form  of  miification 
There  is  the  problem.  That  is  where  your  difficulties  will  come  in. 
I  thmk  we  will  all  agree  that  the  unification  of  the  raih'oads  is 
immensely  to  the  advantage  of  the  public.  But  the  question  arises 
as  to  how  you  will  assert  it  permanently. 

Senator  Cummins.  Inasmuch  as  the  experience  of  five  years 
would  tend  only,  from  your  standpoint,  to  establish  the  advantages 
of  unification,  I  do  not  see  how  you  can  reasonably  assert  that  we 
need  five  years  in  order  to  study  that  question. 

Director  General  McAdoo.  Senator,  you  evidently  attach  great 
importance  to  the  earnings  of  the  railroads,  even  as  made  under 
war  conditions.  You  have  been  analyzing  these  earnings  evidently 
with  the  idea  that  they  have  a  bearing  upon  the  solution  of  the 
problem.  I  think  that  earnings  under  war  conditions  are  an  abso- 
lutely faidty  basis  upon  which  to  begin.  Earnings  under  peace  con- 
ditions would  have  great  value.  That  is  the  reason  I  want  the  test. 
There  are  many  more  things  we  must  learn  about  the  railroads 
before  we  get  a  right  solution  of  the  problem  and  these  we  could  not 
learn  during  war  time. 

Senator  Cltmmins.  You  could  add  nothing  to  the  demonstration 
in  favor  of  unification;  that  is  complete,  is  it  not? 

Director  General  McAdoo.  Yes,  but  it  is  the  form  of  unification 
and  control  tliat  we  must  decide  upon. 

Senator  Cummins.  The  only  question  is  whether  that  unification 
can  be  carried  on  properly ;  I  mean  whether  your  expenses  are  greater 
than  your  income,  and  inasmuch  as  both  expenses  and  income  are 
in  the  control  of  the  Government,  it  would  seem  to  me  that  part  of 
the  problem  could  be  solved  A\dthout  much  difficulty. 

Director  General  McAdoo.  Of  course.  Senator,  you  gentlemen  here 
know  more  about  the  possibilities  of  legislation  than  I  do.  I  can  not 
make  any  prophesy  about  that  which  Mill  shed  any  light  as  to  its 
possibilities,  but  I  do  feel  that  a  further  test  of  operation  under 

?eace  conditions  would  be  of  great  value,  and  that  is  the  reason 
suggested  it.  I  may  be  ^^Tong  about  it.  I  am  not  so  dogmatic 
in  any  views  I  hold  that  I  think  them  conclusive. 

Senator  Cummins.  Wliat  effect  do  you  think  it  would  have  upon 
the  railroads  if  you  were  to  dismiss  them  from  Government  operation 
on  the  1st  of  March  ? 

Director  General  McAdoo.  They  would  be  in  a  great  deal  better 
condition  and  in  a  better  situation  than  they  were  on  the  1st  of 
March,  1917 — infinitely  better. 

Senator  Cummins.  Physically  or  financially? 

Director  General  McAdoo.  Physically  and  financially. 

Senator  Gore.  You  mean  1918,  do  you  not? 

Director  General  McAdoo.  I  mean  1917  or  1918 — in  the  first  place, 
their  properties  have  been  kept  up  and  their  motive  power  and 
equipment  are  in  much  better  condition,  and  they  have  not  been 
scrambled.     There  is   not   a  single  railroad  in   the  United   States 
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today,  the  integrity  of  whose  property  has  not  been  preserved. 
Wliile  the  wages  of  labor  and  working  conditions  have  been  properly 
improved  and  defined,  they  are  now  enjoying  rates  sufficient  to  meet 
those  wage  increases  and  to  maintain  those  conditions,  and  I  think 
adequate  rates  ought  to  be  preserved.  We  put  wages  and  rates 
on  a  fair  basis  I  think.  In  addition  to  that,  they  will  have  had  the 
benefit  of  a  great  deal  of  financing  done  by  the  Federal  Govern- 
ment for  their  account.  Of  course,  the  terms  of  the  settlement 
of  these  debts  that  must  follow,  must  be  eased.  The  roads  are  not 
hurt  by  having  the  Federal  Government  as  a  creditor  for  the  equip- 
ment, etc.,  that  has  been  supplied. 

Senator  Cummins.  Well,  let  us  see  about  that.  Let  us  analyze  that 
a  moment.  As  far  as  wages  are  concerned,  it  is  not  probable  that 
they  would  l)e  decreased. 

Director  General  McAdoo.  I  should  think  they  would  not  be. 

Senator  Cummins.  Or  lessened  ? 

Director  General  McAdoo.  1  should  think  they  would  not  be. 
I  think  they  should  not  be. 

Senator  Cummins.  They  could  not  be  until  at  least  the  standard  of 
living  had  been  very  materially  changed,  I  assume. 

Senator  Gore.  Or  the  cost  of  living  reduced. 

Senator  Cummins.  The  instant  you  turn  these  railroads  back  to 
their  present  owners,  in  the  absence  ol  further  legislation,  the  whole 
mterference  on  the  part  of  the  Federal  Government  with  the  laws  of 
the  several  States  would  cease  and  those  laws  would  resume  their 
operation,  and  the  lawful  orders  of  the  various  State  commissions, 
I  assume,  would  be  restored.  What  effect  would  that  have  upon  the 
railroads  and  their  revenue  ? 

Director  General  McAdoo.  It  depends  on  what  the  order  may  be. 
If  it  is  an  order  reducing  rates.  Senator,  why,  they  may,  of  course, 
reduce  the  railroad  revenues  below  the  cost  of  operation. 

Senator  Cummins.  I  mean  suppose  you  were  to  relinquish  the 
railroads  now,  or  on  the  1st  of  March,  without  even  mentioning  the 
matter  of  rates,  your  Order  No.  28  would  no  longer  govern  the  situ- 
ation, would  it? 

Director  General  McAdoo.  You  mean  about  rates  ? 

Senator  Cummins.  About  rates. 

Director  General  McAdoo.  No;  I  think  General  Order  No.  28 
would  continue  to  govern.  The  present  rate  structure  would  still 
stand.  It  is  a  question  whether  or  not  the  State  commissions  and  the 
Interstate  Commerce  Commission  would  reduce  the  rates  by  orderly 
procedure. 

Senator  Cummins.  Do  you  think  that  as  a  matter  of  law  that  a 
statute  which  fixes  passenger  rates  within  a  certain  State  has  been 
permanently  repealed  by  an  order  of  the  Director  General  fixing 
passenger  rates  ? 

Director  General  McAdoo.  These  rates  would  stand  until  they  are 
altered  by  the  lawful  action  of  the  commissions  in  the  various  States 
in  which  they  have  control  of  any  part  of  the  rate  structure. 

Senator  Cummins.  In  some  of  the  States  the  passenger  rates  and 
freight  rates  were  established  by  law  and  statute. 

Director  General  McAdoo.  I  have  not  gone  into  the  legal  aspects  of 
that  question,  Senator.     I  do  not  know,  as  a  matter  of  fact,  how  far 

117900— 19— VOL  1 5 


66  EXTENSION   OF   GOVERNMENT   CONTROL   OF  RAILROADS. 

those  statutes  would  affect  the  revenues  of  the  raihoads  within  the 
States,  even  if  the  State  statutes  were  immediately  practicable  upon 
the  return  of  the  roads  to  private  ownership.  It  may  be  that  the 
laws  you  speak  of  would  not  have  a  very  serious  effect  upon  the 
entire  railroad  revenues. 

Senator  Cummins.  I  do  not  know  how  serious  it  would  be,  but 
it  would  seem  to  me  if  the  local  rates  in  the  various  States,  which  you 
have  very  greatly  increased,  were  to  be  restored  to  their  former  point, 
the  effect  of  those  local  rates  upon  the  State  rates  would  be  exceedingly 
intimate 

Director  General  McAdoo.  Senator,  do  you  believe- 


Senator  Cummins.  And  you  would  have  very  great  confusion,  at 
least,  in  that  situation. 

Director  General  McAdoo.  Do  you  believe,  Senator,  in  view  of  the 
fact  it  has  been  necessary  to  give  a  living  wage  to  labor,  decent  work- 
ing conditions,  which  have  increased  the  costs  of  railroad  operation; 
in  view  of  the  fact  that  the  cost  of  materials  and  supplies  have 
increased  so  much,  that  increases  of  rates — compensatory  increases 
of  rates — which  have  been  unavoidable  and  inveitable,  and  have 
been  granted,  that  State  commissions  would  disregard  the  facts  and 
reduce  the  rates  below  the  point  that  would  enable  the  corporations 
to  earn  sufficient  money  to  pay  those  wages  and  mcreased  cost  of 
supplies  ? 

Senator  Cummins.  So  far  as  I  am  concerned,  I  am  entirely  in  sym- 
pathy with  the  increase  in  the  wages.  The  wages  having  been 
increased  the  rates  are  bound  to  increase  in  accordance  with  the 
increase  in  costs,  if  we  are  to  have  a  livable  set  of  laws.  I  am  thinking 
of  the  situation  over  which  we  have  no  authority  by  which  to  adjust 
these  matters  through  national  legislation,  of  the  proposal  to  turn 
the  roads  back.  I  think  that  would  be  little  less  than  a  crime, 
myself.. 

Director  General  McAdoo.  If  the  State  laws  of  which  you  speak  are 
exclusive  of  the  Federal  authority,  how  would  the  situation  of  wliich 
you  speak  be  saved  if  the  roads  were  turned  back  later  to  private 
control?  If  you  are  correct,  the  Federal  authority  is  insufficient  to 
protect  the  earnings  of  the  carriers,  whether  they  are  under  private 
or  Federal  control  ? 

Senator  Cummins.  I  am  expressing  an  opinion  about  turning  them 
back  to  private  control,  and  I  am  somewhat  terrified  with  the  sug- 
gestion that  we  leave  them  just  as  they  are,  with  the  standard  of 
compensation  as  it  is,  the  standard  of  cost  of  supplies  as  it  is,  and  the 
standard  of  rates  as  it  is — but  if  the  roads  were  turned  back  without 
any  period  in  which  to  get  ready  that  it  would  create  the  most 
deplorable  confusion  and  bring  about  the  most  disastrous  results. 

Director  General  McAdoo,  I  confess  I  can  not  see  any  adequate 
ground  for  the  apprehension.  I  always  recall  the  interesting  fact  that 
in  the  six  years'  experience  I  had  as  Secretary  of  the  Treasury, 
numerous  predictions  of  panics  were  made  to  me  from  time  to  time, 
and  I  discovered  that  all  these  apprehensions  of  disaster  were  ill- 
founded.  I  say  for  myself  that  these  fears  of  disasters  do  not  make 
much  impression  on  me.  I  do  not  believe  the  railroads  would  face 
any  such  disasters  as  you  suggest,  unless  all  the  State  commissions, 
disregarding  every  element  of  justice  in  the  situation,  should  reduce 
rates  below  a  compensatory  basis,   and   tlie   Interstate  Commerce 
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Commission,  in  addition,  should  do  the  same  thins;  with  reference 
to  interstate  rates. 

Senator  Cummins.  But  you  do  not  give  them  any  opportunity. 
If  you  turn  the  raih'oads  back  within  a  few  months,  you  do  not 
give  the  States  any  opportunity  to  readjust  themselves. 

Director  General  McAdoo.  The  States  do  not  have  to  readjust 
themselves  unless  thev  get  busv  and  bring  the  rates  down. 

Senator  Cummins.  In  many  States,  it  is  a  matter  of  statute,  and 
in  all  States  it  is  a  matter  of  State  regulation,  which  I  assmne  would 
be  operative  from  the  moment  they  were  turned  back,  unless  there 
was  additional  legislation. 

Director  General  McAdoo,  I  do  not  see  how  you  can  legislate 
against  that,  if  you  are  going  to  turn  the  railroads  back.  I  do  not 
see  how  the  Federal  Congress  can  affect  the  State  situation,  if  it  is 
exclusive  of  Federal  authority.  I  do  not  believe  the  State  authority 
is  exclusive  of  the  Federal  authority  in  the  matters  to  which  you  refer. 

Senator  Kellogg.  You  do  not  deny  the  power  of  Congress  to  do  it  ? 

Director  General  McAdoo.  I  say  if  the  Senator's  premises  are  cor- 
rect with  respect  to  intrastate  rates  and  State  control  over  certain 
matters,  then  the  power  of  the  States  could  be  reasserted  and  the 
Federal  Government  would  be  powerless.  If  I  understand  Senator 
Cummins  correctly,  I  do  not  agree  with  his  views  as  to  the  power 
of  the  States  against  the  Federal  power. 

Senator  Cummins.  I  do  not  want  to  think  I  am  a  prophet  of  evil, 
but  I  am  simply  looking  forward  just  as  you  did,  in  1917,  in  which 
year  you  believed — and  so  did  I — that  if  the  railroads  were  not 
taken  possession  of  by  the  Government,  dire  disaster  would  follow. 
Now,  it  would  have  followed,  would  it  not? 

Director  General  McAdoo.  I  think  that  was  evident  at  that  time. 

Senator  Cummins.  I  am  inclined  to  think,  if  your  plan  is  pursued, 
that  the  same  disaster  will  ensue  now,  unless  you  give  Congress  a  fair 
opportunity- 


Director  General  McAdoo.  My  plan  is  to- 


Senator  Cummins.  To  readjust  the  relations  between  the  Govern- 
ment and  the  railroads. 

Director  General  McAdoo.  My  plan  is  to  stabilize  and  preserve 
the  integrity  of  the  situation  through  the  five-year  extension  of 
Federal  control,  and  especially  to  protect  the  situation  in  this  forma- 
tive period  in  the  world's  history,  and  to  make  things  safe  for  every 
interest  concerned.  I  mean  the  people  at  large  as  well  as  the  em- 
ployees and  the  owners  of  the  properties.  We  shall  then  have  plenty 
of  time  in  which  to  work  out  this  railroad  problem.  We  do  not  have 
to  legislate  hastily  to-morrow,  nor  within  12  months,  unless  we  want 
to.  The  course  I  propose  is,  to  my  mind,  the  course  of  prudence, 
safety,  and  wisdom.  The  other  course,  to  attempt  hasty  legislation 
without  an  adequate  test  under  peace  conditions,  is  to  invite  possible 
and  unnecessary  difficulties.  I  can  not  see  how  a  test  period  can 
prejudice  any  American  interest.  It  is  to  my  mind  imperatively 
in  the  public's  interest  that  it  should  be  done.  So,  as  it  appears  to 
me,  Senator,  the  five-year  extension  is  the  safe,  prudent,  and  wise 
thing  to  do.        . 

Senator  Cummins.  While  I  may  not  disagree  with  you  about  that, 
because  I  think  it  can  be  done  in  a  much  shorter  time,  what  does 
alarm  me — and  it  is  real  alarming — is  the  suggestion  that  unless  w^ 
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do  grant  an  extension  of  five  years,  these  roads  immediately  are  to  be 
returned  to  their  owners  just  without  any  preparation  at  all. 

Director  General  McAdoo.  I  have  not  heard  that  suggestion, 
Senator.     The  only  suggestion 

Senator  Cummins.  I  understood  that  was  your  belief. 

Director  General  McAdoo.  No,  sir;  my  belief  and  my  suggestion 
is  this :  That  as  promptly  as  possible  the  roads  should  be  returned  to 
private  ownership,  unless  the  time  is  extended.  I  think  that  is  de- 
sirable, in  fact  necessary,  because  I  do  not  believe  that  they  can  be 
operated  successfully  during  the  21  months  period  provided  for  in 
the  present  statute. 

Senator  Cummins.  Suppose  Congress  does  not  adopt  that  sugges- 
tion of  extending  the  Government's  operation  for  five  years.  Do 
you  think  that  the  roads  ought  to  be  turned  back  before  a  reasonable 
time — say  a  year — is  given  Congress  to  act  in  whatever  manner  it  may 
see  fit? 

Director  General  McAdoo.  I  feel,  Senator,  that  the  difficulties  of 
operation  under  the  present  conditions  are  so  great,  that  the  inability 
to  secure  the  necessary  cooperation  of  many  interests  which  are 
antagonistic,  will  cause  these  difficulties  to  increase,  and  that  the 
least  difficult  thing  to  do  is  to  turn  the  roads  back  immediately,  unless 
there  is  an  extension  of  time.  I  am  rapidly  shedding  the  robes 
of  railroad  authority,  and  my  successor  will  have  to  deal  with  those 
questions.  I  do  not  know  what  his  views  will  be.  If  I  were  to  re- 
main here,  and  my  views  counted  for  an^^thing,  and  there  was  no 
extension,  I  think,  just  as  promptly  as  possible,  having  due  regard  to 
all  interests,  the  roads  should  be  turned  back. 

Senator  Cummins.  Suppose  there  was  a  reasonable  probability 
that  within  the  year  Congress  would  be  able  to  make  some  disposition 
of  the  question,  you  would  not  feel  that  it  was  your  duty  to  turn  them 
back  inside  of  a  year,  would  you  ? 

Director  General  McAdoo.  Well,  I  think  it  is  a  matter  of  discre- 
tion. I  think  judgment  would  have  to  be  exercised  by  the  President, 
who  is  responsible  for  the  administration  of  the  law,  and  that  he 
would  have  to  make  up  his  mind  whether,  in  the  circumstances  con- 
fronting him  at  the  time  he  must  act,  it  would  be  in  the  public  interest 
to  keep  the  roads  longer.     I  think  he  would  have  to  determine  that. 

Senator  Cummins.  You  mentioned  some  difficulties  in  continuing 
the  Federal  control  under  the  laws  as  they  are  now.  You  said,  how- 
ever, that  you  beheve  the  year  1919  woulS  }aeld,  over  the  guaranteed 
return,  a  surplus  of  more  than  a  hundred  million  dollars.  You  have 
still  part  of  your  revolving  fund,  have  3^ou  not  ?  It  has  not  all  been 
spent,  and  a  good  deal  that  has  been  spent  could  probably  be  capital- 
ized by  the  railroad  companies;  what  are  these  difficulties  that  are 
ahead  of  you  in  the  way  of  financing  the  railroads  ? 

Director  General  McAdoo.  In  the  way  of  what  ? 

Senator  Cummins.  In  the  way  of  financing  the  railroads;  that  is, 
of  giving  them  or  helping  them  to  the  money  that  is  necessary  to 
make  additions  and  betterments  and  improvements  ? 

Director  General  McAdoo.  Well,  as  it  is  now,  they  are  challenging 
many  of  tliQ  tilings  we  are  suggesting  that  they  cooperate  with  us  in. 
Take,  for  instance,  locomotives:  Let  me  give  you  an  idea.  You  must 
have  cooperation  to  operate  these  raUroads  during  this  brief  period. 
The  corDorate  cooperation  is  of  value.     I  do  not  think  we  can  get  it. 
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I  do  not  think  they  are  friendly  to  Federal  control.  They  apparently 
think  that  their  niterest  is  not  to  cooperate  with  Federal  control. 
That,  of  course,  is  an  impediment  in  the  way  of  making  improve- 
ments and  providing  equipment.  The  Government  should  have  cor- 
porate cooperation  in  doing  these  things;  otherwise  the  Government 
must  make  the  expenditures  and  then  contest  the  ctuestion  ^\'ith  the 
corporations  afterwards  in  the  courts.  I  do  not  think  that  is  a  wise 
thing  to  do.     It  tends  to  keep  the  whole  business  in  a  state  of  foment. 

Now,  on  the  other  hand,  let  us  take  the  State  commissions.  They 
had  a  meeting  in  Washington  recently,  and  practically  made  a 
declaration  agamst  recognizing  Federal  authority  over  interstate 
rates.  They  propose  to  contest  this  point.  During  the  war  period 
they  did  not  assert  any  such  position.  They  were  willing  to  defer  to 
the  war  situation.  Now  they  have  served  notice  that  they  will 
attempt  to  reassert  the  powers  you  have  spoken  of.  I  do  not  know 
to  what  extent  that  will  interfere  with  Government  control.  It  will 
not  make  it  any  easier,  at  any  rate. 

Senator  Kellogg.  How  will  the  five  years  period  affect  that  ?  Do 
3^ou  think  they  would  recede  if  the  five-year  control  went  into  effect  ? 

Director  General  McAdoo.  No  ;  not  altogether,  but  resistance  over 
a  long  period  would  be  almost  hopeless.  With  five-year  control  you 
would  be  in  a  better  position  to  work  out  necessary  improvements 
and  take  your  chances  of  forcing  corporate  cooperation  than  if  you 
had  only  21  months.  A  great  many  grade  changes,  for  mstance, 
should  be  made  that  involve  capital  expenditures.  They  would  be 
very  helpful  in  bringing  about  a  reduction  in  the  cost  of  transporta- 
tion, and,  consequently,  a  lowering  of  the  rates  themselves.  There 
are  realignments  of  tracks,  etc.,  that  should  be  made. 

Senator  Cuivimins.  But  you  can  compel  them  to  make  betterments, 
etc.,  can  you  not? 

Director  General  McAdoo.  We  can,  but  we  would  have  to  finance 
all  the  cost  and  would  take  our  chances  of  establishing  the  corporate 
liability  in  a  legal  proceeding.  I  do  not  see  any  use  of  getting  in- 
volved and  enmeshed  needlessly  in  an  endless  litigation  of  that  char- 
acter. If  we  can  not  have  corporate  cooperation  in  a  short  test 
period,  like  21  months,  the  railroads  should  go  back  promptly  to 
their  owners,  because  you  would  have  less  confusion  if  you  turned 
them  back  now  than  if  you  waited  21  months. 

Senator  Cummins.  Such  is  the  variety  of  human  judgment  that 
the  very  reasons  you  give  for  believing  there  will  be  an  increase  ii\ 
cooperation  leads  me  to  believe  that  there  will  be  less  and  less. 

Director  General  McAdoo.  There,  again,  Senator,  that  is  just  a 
difference  of  opmion,  and  it  is  those  differences  of  opinion  that  lead 
me  to  believe  there  will  be  greater  difficulties  in  the  way  of  a  permanent 
solution  at  this  time  than  in  securing  a  longer  test  period.  To  give 
you  an  illustration  of  some  of  the  things  we  are  contending  with :  In 
the  year  1918,  in  the  budgets  submitted  by  the  Baltimore  &  Ohio 
Railroad,  they  asked  for  150  locomotives.  We  assigned  to  them  116. 
They  have  objected  to  the  types — which  were  changed  by  the  way 
to  suit  them — and  now  they  make  a  general  objection.  They  do  not 
want  the  locomotives  at  all.  Let  us  take  the  Central  Railroad  of 
New  Jersey.  They  asked  for  35  locomotives.  That  is  a  strong  cor- 
poration, and  has  good  credit.  There  is  no  trouble  about  their 
finances.     We  assigned  35  locomotives;  now  they  claim  that  they 
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are  not  needed  and  that  they  can  not  finance  them,  although  the 
amount  mvolved  is  comparatively  small.  Take  the  Chesapeake  & 
Ohio;  they  asked  for  35  locomotives.  We  gave  them  what  they 
wanted,  and  now  they  object  to  their  being  furnished  any  locomotives 
during  Federal  control.  Take  the  Chicago  &  Alton.  They  wanted 
10  locomotives.  We  gave  them  10,  and  they  would  now  like  to  re- 
duce the  10  because  of  the  armistice.  They  want  to  leave  the  Federal 
Government  to  hold  the  bag.  The  Chicago  &  Eastern  Illinois  asked 
for  20  locomotives.  We  furnished  them  20,  and  they  now  say  they 
are  unable  to  finance  them.  Of  course  they  could  finance  them  in 
some  way. 

The  Chicago  &  Great  Western  asked  for  15,  and  we  gave  them  15. 
Now  they  say  they  do  not  need  them.  There  is  no  objection  to  the 
locomotives;  they  merely  say  they  do  not  need  them  after  having 
said  they  wanted  them. 

Senator  Underwood.  The  real  issue  is  they  do  not  want  to  take 
the  locomotives  at  the  war  prices  at  which  they  were  purchased ;  they 
believe  the  prices  will  come  down. 

Director  General  McAdoo.  But  they  would  have  been  obliged  to 
buy  them  at  high  prices  if  the  Government  had  not  taken  them  under 
control.  At  the  time  the  railroad  asked  us  for  new  locomotives  the 
prices  were  high. 

Senator  Underwood.  I  know,  but  the  real  issue  is  that  the  loco- 
motives could  probably  be  purchased  cheaper  now  than  the  Govern- 
ment bought  them  for. 

Director  General  McAdoo.  Doubtless,  but  that  does  not  justify 
repudiation  of  their  orders. 

Senator  Cummins.  Is  it  your  opinion  that  the  railroads  need  them  ? 

Director  General  McAdoo.  It  is — they  asked  for  them. 

Senator  Cummins.  Yes,  but  they  asked  for  more  than  you  gave 
them. 

Director  General  McAdoo.  I  did  not  examine  each  particular  case 
myself,  but  the  Division  of  Operations  went  through  them  with 
great  care  as  well  as  did  Judge  Lovett. 

Senator  Cummins.  The  more  you  continue  that  relationship,  it 
seems  to  me  the  more  complicated  it  will  be. 

Director  General  McAdoo.  I  do  not  think  so.  If  we  had  them 
for  five  years,  the  attitude  would  be  very  different.  They  could  not 
obstruct  successfully  over  so  long  a  period.  Of  course,  the  properties 
must  be  preserved.  The  Government  has  the  right  to  take  the  cost 
of  these  things  out  of  their  surplus  earnings  over  and  above  their 
fixed  charges.  My  policy  has  been  not  to  do  that  until  absolutely 
necessary.  We  have  tried  to  help  the  corporations,  but  if,  in  these 
circumstances,  they  are  not  willing  to  cooperate,  what  can  we  expect 
from  them  on  a  short  tenure  with  improvements  of  all  kinds  that 
should  be  made?  I  think  they  would  be  interposing  objections  of  all 
kinds.  Why  contmue  such  a  condition  as  that  wich  will  involve 
the  Government  deeper? 

Senator  Cummins.  That  leads  me  to  another  question:  Suppose 
the  deficit  this  year,  as  compared  with  your  guaranty,  is  one  hinidred 
and  fifty,  or  one  hundred  and  seventy-five  million  dollars;  what  is 
the  fair  thing  to  do?  Should  that  deficit  be  met  out  of  these  rates 
from  shippers  or  should  it  be  met  out  of  the  Treasury? 
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Director  General  McAdoo.  I  think  the  deficit  this  year  ought  to  be 
paid  out  of  the  revolving  fund  as  an  essential  part  of  the  war  cost. 
That  was  what  the  revolving  fund  was  created  for.  I  think  the  rate 
structure  should  be  preserved  at  a  sufficiently  reasonable  point  to 
enable  the  Government,  if  it  operates  the  railroads,  to  earn  the  year 
the  standard  guaranteed  return  and  a  reasonable  surplus  for  general 
usage. 

Senator  Cummins.  So,  if  your  view  of  it  is  correct,  and  your  pre- 
diction is  ^ye]\  founded,  the  rates  could  be  reduced  next  year  quite  a 
great  deal  ? 

Director  General  McAdoo.  My  feehng  is  that  the  cost  of  materials 
and  supplies  is  likely  to  decline.  Take  coal,  particularly.  Our  fuel 
bill  for  1918,  for  10  months,  was  $140,000,000  more  than  for  the  same 
period  in  1917.  I  do  not  believe  coal  is  going  to  remain  at  any  such 
high  price  as  that.  I  think  that  the  cost  of  cross  ties  and  lumber  and 
steel  and  all  of  those  things  will  be  reduced  to  a  more  reasonable 
basis.  The  railroads  will  get  the  benefit  of  those  things.  I  think 
there  are  further  economies  in  operation  in  peace  time  which  were 
not  possible  under  war  conditions.  The  excessive  pressure  of  neces- 
sities for  war  purposes  will  be  relieved.  I  think  we  will  be  able  to 
effect  very  large  economies  in  1919  under  the  unified  plan  which  I 
think  would  not  be  possible  under  diversified  control,  and  I  think 
that  at  the  end  of  the  year  1919  we  will  be  able  to  reduce  the  rates. 
I  have  a  very  strong  feeling  that  rates  can  be  reduced,  but  to  what 
extent  I  do  not  now  know. 

I  think  you  will  find,  as  you  go  along  now.  that  the  comparative 
statements  of  earnings  of  the  railroads — operating  revenue — will 
show  an  improvement  every  month  of  this  year  over  last  year,  and 
that  January.  1919,  unless  something  unforeseen  occurs,  will  show  a 
great  improvement  over  January,  19 18,  and  that  earnings  will  reflect 
great  improvement  each  month  as  we  go  along.  So,  I  am  in  hopes 
that  reductions  in  rates  will  result  at  the  end  of  1919. 

The  Chairman.  Mr.  McAdoo,  Senator  Cummins's  argument  or  his 
questions  have  revealed  the  fact  that  he  is  apprehensive  if  you  turn 
the  railroads  back,  on  account  of  increased  wages  or  tariffs,  that  cer- 
tain statutes  in  certain  States  would  be  operative  instanter  and  there- 
fore tend  to  confusion  and  maybe  disaster  to  the  transportation 
companies  of  this  country.  Do  you  think,  unless  there  is  a  five-year 
extension,  that  to  return  them  at  once  would  be  to  the  best  interests 
of  the  public  rather  than  waiting  until  the  21  months  after  peace 
shall  have  been  declared  has  elapsed,  as  he  contends,  to  give  Congress 
time  to  study  the  problem  from  the  facts  they  have  now  and  reach 
such  conclusions  as  they  can  reach  ? 

Director  General  McAdoo.     If  I  catch  your  question  correctly 

The  Chairman.  Of  the  two,  which  do  you  think  would  serve  the 
public's  interest  better? 

Director  General  McAdoo.  I  have  said,  Senator,  and  I  repeat  it, 
that  it  is  my  dehberate  judgment  that  in  the  circumstances  which  I 
know  will  have  to  face  Federal  control  for  21  months,  that  it  will  be 
better  to  turn  the  railroads  back  to  private  ownership  as  promptly 
as  possible.  In  deahng  with  that  situation  we  should  take  mto  con- 
sideration the  conditions  at  the  time  and  make  such  reasonable 
adjustments  with  the  railroads  when  they  are  surrendered  as  will 
ease  the  process.    That  is  my  judgment. 
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The  Chairman.  You  think  that  the  several  States  would  have  to 
use  such  discretion  as  in  their  judgment  would  be  necessary  to  main- 
tain the  public's  interest  when  you  shall  have  turned  them  back  ? 

Director  General  McAdoo.  I  think  this,  that  where  discretion  is  in 
the  State  commission,  no  State  commission  is  going  to  disregard  the 
facts  of  the  situation  and  deliberately  reduce  rates  to  a  point  where 
the  railroads  can  not  earn  the  cost  of  operation  and  a  fair  return. 

Senator  Watson.  I  understood  you  to  say  that  the  State  com- 
missions had  made  a  protest  against  the  Federal  rates. 

Director  General  McAdoo.  They  protested  against  not  being  able 
to  pass  on  intrastate  rates.  That  was  done  by  resolution,  as  I  under- 
stand it. 

Senator  Watson.  Did  they  protest  against  the  rates  themselves  ? 

Director  General  McAdoo.  I  do  not  think  so — not  in  this  reso- 
lution. 

The  Chairman.  They  just  protested  against  not  participating  in 
the  making  of  the  intrastate  rates  ? 

Director  General  McAdoo.  They  declared  their  right  to  participate 
in  making  intrastate  rates. 

Senator  Cutvimins.  Do  you  think  there  is  any  difference  in  our 
power  to  deal  with  the  railroads  in  times  of  peace  as  compared  with 
war  conditions  ? 

Director  General  McAdoo.  I  have  not  analyzed  that  sufficiently 
to  express  an  opinion.  I  am  inclined  to  think,  without  having  ex- 
amined it,  that  under  the  Interstate  Commerce  clause  of  the  Consti- 
tution, we  have  aequate  power  to  deal  with  that  question. 

Senator  Pomerene.  I  nave  no  doubt  in  my  mind  that  Congress 
has  the  right  to  take  over  these  railroads  as  a  war  power,  and  I  have 
no  doubt  in  my  mind  but  what  we  have  the  right  to  take  the  titles 
to  these  railjoads,  if  we  wish,  under  the  program  of  Government 
ownership.  But  has  yom*  legal  department  investigated  the  question 
to  ascertain  whether  or  not  we  have  the  right  to  take  the  railroads 
and  keep  them  for  five  years,  until  we  make  up  our  minds  as  to  what 
to  do  with  them? 

Director  General  McAdoo.  I  think  if  we  have  the  right  to  keep 
them  for  21  months  after  the  signing  of  peace,  we  have  the  right  to 
keep  them  longer.    Do  you  question  the  rimt  to  keep  them  21  months  ? 

Senator  Pomerene.  I  am  not  perfectly  clear  whether  we  have  a 
right  to  keep  them  21  months  after  the  war  has  been  concluded  or 
not;  but  as  we  have  given  that  power,  whether  legally  or  not,  it  is 
not  necessary  to  decide,  but  clearly,  if  we  contemplate  increasing 
that  time  from  21  to  60  months,  certainly  that  is  extending  the  con- 
trol for  many,  many  months  beyond  the  point  where  there  is  any 
necessity  for  it,  looking  at  it  from  the  standpoint  of  a  war  problem. 

Director  General  McAdoo.  I  have  not  examined  the  legal  question 
myself  with  sufficient  care  to  express  an  opinion — but  it  is  perfectly 
clear  to  my  mind  that  if  Congress  has  the  power  to  hold  them  for  21 
months  after  the  signing  of  peace,  they  would  have  the  right  to  hold 
them  60  months. 

Senator  Pomerene.  Do  you  think  we  have  the  right  to  hold  them 
10  years  after  the  signing  of  peace? 

Director  General  McAdoo.  I  think  so. 

Senator  Pomerene.  Or  for  99  years  ? 

Director  General  McAdoo.  Yes ;  I  think  so. 
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Senator  Pomerene.  Do  you  mean  without  pa.ying  for  them  ? 

Director  General  McAdoo.  No,  of  course  not;  we  should  have  to 
compensate  them.     Provision  is  made  for  compensation. 

Senator  Pomerene.  By  way  of  rental  or  in  payment  for  them? 

Director  General  McAdoo.  Either  by  rental,  if  you  prescribe  that 
as  the  exclusive  remedy  or  by  resort  to  the  courts,  provision  for 
which  you  have  made  in  the  existing  law.  The  power  of  condemna- 
tion or  the  power  of  eminent  domain  is  frequently  asserted  and 
possession  is  taken  before  compensation  is  actually  paid. 

Senator  Pomerene.  We  have  the  power  of  condemnation  when 
we  want  to  take  title  to  the  property,  but  you  have  to  pay  the  com- 
pensation first  before  you  can  do  it,  except  during  time  of  war,  as  I 
recall  it. 

Senator  Gore.  The  provision  for  compensation  has  to  be  put  in 
the  act. 

Senator  Pomerene.  I  think  that  may  be  so. 

Director  General  McAdoo.  I  think  Uncle  Sam  is  security  enough. 
He  does  not  have  to  give  a  bond.  The  effect  of  this  statute  would 
simply  be  to  extend  the  period,  for  which  they  would  receive  com- 
pensation. If  the  carriers  do  not  agree  to  that  they  can  take  it 
to  the  courts. 

Senator  Pomerene.  Have  you  asked  your  legal  department  for 
an  opinion  as  to  our  power  to  take  over  the  railroads  and  hold  them 
for  five  years  or  an  indefinite  period,  until  we  can  make  up  our  minds 
as  to  what  policy  we  desire  to  pursue  toward  them  ? 

Director  General  McAdoo.  I  have  not. 

Senator  Pomerene.  A  year  ago,  when  we  were  considering  legis- 
lation, under  which  the  Government  took  control  of  the  railroads, 
the  railroad  presidents  and  executive  managers  here  said  that  it 
was  their  purpose  to  keep  their  organizations  so  that  they  would 
be  ready  to  take  back  these  properties  and  manage  them  after 
Government  control  had  ended.  Suppose  we  were  to  take  over 
these  railroads  for  a  period  of  5  years  instead  of  21  months.  Do 
you  think  they  would  be  able  to  keep  their  different  organizations 
together  ? 

Director  General  McAdoo.  I  do  not  see  why  not,  because  the 
organizations  that  operate  the  railroads  would  be  the  organizations 
they  would  naturally  take  over  when  they  took  them  back.  The 
corporate  organization  would  be  preserved  as  they  are  now.  They 
must  do  that  in  any  case. 

Senator  Pomerene.  A  prominent  railroad  attorney  in  my  State 
the  other  day  said  that  with  certain  railroads,  he  knew  many  of  the 
best  railroad  men  were  seeking  other  avenues  of  employment, 
because  of  the  uncertainty  of  this  Government  control.  Is  not  that 
a  matter  that  should  be  considered  ? 

Director  General  McAdoo.  That  is  one  of  the  reasons  why  I  think 
a  5-year  period  would  be  valuable. 

Senator  Pomerene.  Why  not  set  it  at  10  years? 

Director  General  McAdoo.  That  is  for  you  gentlemen  to  decide. 
I  think  5  years  is  enough.     I  am  merely  giving  you  my  opinion. 

Senator  Kellogg.  Mr.  Chairman,  I  should  like  to  ask  a  few 
questions. 

The  Chairman.  I  thought  that  about  5  o'clock  the  committee 
would  adjourn  until  to-morrow  morning. 
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Senator  Kellogg.  I  do  not  fully  understand  your  position  as  to 
this  sudden  release  of  the  roads.  You  have  increased  the  passenger 
and  freight  rates  from  25  to  50  per  cent  by  an  order,  have  you  not? 

Director  General  McAdoo.  Yes. 

Senator  Kellogg.  That  order  superseded  all  rates  fixed  by  the 
Interstate  Commerce  Commission  and  by  the  State  commissions, 
and  by  State  statutes,  did  it  not? 

Director  General  McAdoo.  I  so  understand. 

Senator  Kellogg.  Now,  there  are  nine  States,  as  I  understand 
it — I  may  be  mistaken — which  have  statutes  fixing  permanently 
a  2-cent  passenger  rate  within  the  State  ? 

Senator  Gore.  How  many  States  did  you  say? 

Senator  Kellogg.  Nine,  I  understand.  If  you  turn  the  roads 
back,  they  immediately  become  subject  to  those  statutes,  do  they 
not?  ' 

Director  General  McAdoo.  Perhaps  so.  Senator.  I  have  really 
not  considered  that  legal  question. 

Senator  Kellogg.  Then  you  would  have- a  local  2-cent-a-mile  rate, 
and,  assuming  the  Federal  rates  which  you  fixed  were  in  existence, 
an  interstate  3-cent  or  3i-cent  mile  rate. 

Director  General  McAdoo.  I  am  not  so  sure  of  that.  I  should 
have  to  look  into  that.  My  feeling  about  that,  Senator,  is  this, 
that  wherever  those  rates  affect  the  interstate  rate,  I  think  there  is 
a  very  serious  question  whether  they  are  exclusive  of  the  Federal 
authority.     Of  course  that  is  a  legal  question. 

Senator  Kellogg.  Congress  has  not  taken  the  power  over  all 
rates — the  intrastate  rates — ^from  the  States.  I  mean  except  in 
war  time. 

Director  General  McAdoo.  I  think  it  has  not  only  for  the  war 
period  but  for  21  months  thereafter. 

Senator  EIellogg.  I  do  not  think  there  is  any  doubt,  therefore, 
that  those  rates  would  go  back  to  2  cents.  They  would  be  reduced 
50  per  cent  at  once.  What  chance  would  the  railroads  have  of  main- 
taining their  3-cent  interstate  rate  as  against  a  locally  fixed  2-cent 
rate — a  2-cent  State  rate  ? 

Director  General  McAdoo.  I  do  not  know  what  effect  that  would 
have  on  the  revenues.  It  might  be  a  very  serious  question  for  some 
roads. 

Senator  Kellogg.  Do  you  not  know  that  the  interstate  rates 
would  tumble  at  once  to  correspond  with  the  State  rates  ? 

Director  General  McAdoo.  You  are  speaking  of  the  financial  aspect. 
Senator,  assuming  that  will  happen  ? 

Senator  Kellogg.  Yes. 

Director  General  McAdoo.  I  do  not  know  about  that. 

Senator  Kellogg.  Take  the  State  of  Illinois,  for  example. 

Director  General  McAdoo.  I  would  have  to  know 

Senator  Kellogg.  The  State  of  Illinois  has  a  large  local  business. 

Director  General  McAdoo.  Yes. 

Senator  Kellogg.  And  had  a  2-cent  local  rate  when  it  went  under 
Government  control  ? 

Director  General  McAdoo.  Yes. 

Senator  Kellogg.  And  you  raised  to  3\  cents  when  the  Pullman 
was  used  ? 

Director  General  McAdoo.  Yes. 
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Senator  Kellogg.  That  will  go  back  to  the  2-cent  rate.  It  will 
take  a  great  many  hundreds  of  thousands  or  millions  of  dollars  out 
of  the  revenues  of  the  railroads,  would  it  not? 

Director  General  McAdoo.  I  do  not  know.  I  would  have  to  ex- 
amine that  from  the  standpoint  of  each  raiboad.  There  will  be  some 
offsets  to  that  in  the  reduced  cost  of  materials  and  supplies. 

Senator  Kellogg.  I  am  coming  to  that. 

Director  General  McAdoo.  I  think  that  that  will  follow  in  1919. 

Senator  Kellogg.  But  the  passenger  rates  all  over  the  country 
have  substantially  been  raised  50  per  cent  or  more  than  that,  if  you 
take  into  consideration  traveling  in  Pullman  cars. 

Director  General  McAdoo.  The  extra  Pullman  mileage  charge  has 
been  taken  off. 

Senator  Kellogg.  Well,  it  is  50  per  cent. 

Director  General  McAdoo.  Yes. 

Senator  Kellogg.  Now.  a  great  many  of  the  States  have  statutes 
fixing  freight  rates  also,  have  they  not? 

Director  General  McAdoo.  They  may  have.  I  have  not  examined 
into  that. 

Senator  Kellogg.  Those  statutes  would  become  operative  imme- 
diately if  the  railroads  were  turned  back  ? 

Director  General  McAdoo.  I  shall  have  to  reserve  my  opinion  on 
that.     It  is  a  legal  question. 

Senator  Kellogg.  I  think  you  would  come  to  that  opinion,  if  you 
look  into  the  matter. 

Director  General  McAdoo.  As  to  the  financial  effect,  of  course  I 
would  have  to  analyze  the  traffic.  I  think  it  might  be  the  case  that 
the  stronger  roads  might  not  be  seriously  hurt.  In  the  case  of  the 
weaker  roads,  they  might  be.  Of  course  .  t  would  affect  them 
differently.  ^ 

Senator  Kellogg.  Now,  you  say  that  under  the  Government 
operation  for  the  first  year,  the  Government  has  lost  $136,000,000; 
that  that  will  be  the  deficit,  or  about  that,  as  you  figm'e  it? 

Dii'ector  General  McAdoo.  Yes. 

Senator  Kellogg.  You  think  that  can  be  made  up — at  least 
$100,000,000  of  it— in  1919? 

Director  General  McAdoo.  I  have  no  doubt  of  it.  I  think  it  can 
all  be  made  up  in  1919.  Let  me  say  that  I  hope  I  made  it  clear  that 
we  got  the  benefit  of  only  six  months  of  rate  increases,  whereas  there 
was  a  12-months'  period  of  operation  under  increased  wages  and  costs 
of  supplies  and  materials. 

Senator  Kellogg.  Yes. 

Director  General  McAdoo.  And  the  $136,000,000  of  deficit  in  1918 
is  the  price  America  paid  for  an  effective  transportation  system  for 
war  purposes.  It  is  my  honest  judgment  that  we  did  not  get  as 
much  value  for  anv  monev  we  spent  in  the  war  as  we  did  for  that 
$136,000,000.  In  1919,  I  "believe  that,  on  the  present  basis  of  rates 
and  wjiges,  and  assuming  that  conditions  are  pretty  generally  the 
same  with  respect  to  traffic  and  so  forth,  we  shall  earn  the  standard 
return  and  probably  $100,000,000  surplus. 

Senator  Kellogg.  Is  there  any  reason  why  the  Government  should 
not  hold  the  roads  for  that  year  and  use  that  money  to  come  out 
even  with? 

Director  General  McAdoo.  None  whatever  on  that  score,  if  we 
disregard  the  other  objections. 
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Senator  Kellogg.  Do  you  not  think  that  would  be  good  business 
to  do  that? 

Director  General  McAdoo.  I  am  not  so  sure  about  that.  It 
depends  entirely  upon  the  obstacles  in  other  directions  that  you  must 
encounter. 

Senator  Kellogg.  Let  us  see  about  that.  You  are  aware,  are  you 
not,  that  if  those  rates  should  tumble  substantially  to  their  former 
standard,  if  the  railroads  were  turned  back  with  the  increased  opera- 
tion expenses,  increases  in  wages,  increases  in  material,  etc.,  that  the 
railroads  would  soon  be  bankrupt? 

Director  General  McAdoo.  I  do  not  think  so.  That  does  not 
necessarily  follow.  Some  of  them  might  become  bankrupt  because 
some  of  them  are  very  weak  any  way.  In  the  next  place  I  do  not 
believe  these  rates  would  go  back  entirely,  because  I  do  not  believe 
that  the  commissions  which  would  deal  with  them  would  disregard 
the  items  of  increased  cost.  They  would  be  bound  to  take  them  into 
consideration  and  would  do  so  in  dealing  with  rates. 

Senator  Kellogg.  The  roads  were  earning,  when  you  took  them 
over,  about  $950,000,000  net,  were  they  not  ? 

Director  General  McAdoo.  You  mean  for  the  year  1917? 

Senator  Kellogg.  Well,  the  three-year  period — the  average. 

Mr.  HiNES.  The  last  year  it  was  a  httle  over  $900,000,000. 

Senator  Kellogg.  Now  the  cost  of  material,  the  cost  of  wages,  etc., 
have  gone  up,  and  it  now  costs  the  railroads  seven  or  eight  hundred 
million  doUars  more  for  them,  does  it  not  ?  Do  you  mean  to  say  that 
the  earnings  would  go  back  to  the  original  amount  and  that  they 
still  could  pay  seven,  eight,  or  nine  hundred  million  dollars  more  and 
still  have  any  net  ? 

Director  General  McAdoo.  I  did  not  say  that. 

Senator  Kellogg.  If  the  rates  went  back  to  their  original  standard 
and  the  operating  costs,  the  cost  of  labor  and  the  cost  of  material — 
and  as  to  the  increase  in  the  wages  of  labor  I  do  not  say  that  that  is 
unjust  at  all— but  have  you  any  doubt  that  they  would  not  have  any 
net  earnings? 

Director  General  McAdoo.  Of  course,  they  would  have  a  deficit  on 
that  basis.     May  I  ask  you  a  question,  Senator? 

Senator  Kellogg.  Well,  I  do  not  know  about  that.  I  do  not  know 
anything  about  this  subject. 

Director  General  McAdoo.  Neither  do  I.  We  are  simply  talking 
about  it.  Wliat  do  you  think  the  railroads,  imder  private  control, 
would  have  earned  in  the  year  1918  if  the  Government  had  not 
operated  them  ? 

Senator  Kellogg.  I  do  not  know  that  I  know  anything  about  that. 
If  the  rates  had  not  been  increased,  of  course,  with  the  increased 
expenses,  they  w^ould  not  have  earned  anything.  Now,  Mr.  McAdoo, 
when  this  bill  was  considered  last  year,  it  was  said  by  you  that  there 
should  be  a  reasonable  period  after  the  war  for  legislation  for  read- 
justment, and,  alter  hearing  everybody,  Congress  fixed  21  months 
after  the  close  of  the  war  for  legislation  for  readjustment.  Now, 
why  should  we  not  liave  those  21  months? 

Director  General  McAdoo.  You  fixed  a  maximum  with  an  express 
provision  in  the  statute  for  an  earlier  relinquishment. 

Senator  Keli  ogg.  Are  you  certain 

Director  General  McAdoo.  And  may  1  say  also  that  the  reasonable 
period  I  argued  for  was  not  21  months.     I  argued  strongly  before  this 
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committee  against  such  a  short  limitation,  I  strongly  argued  in 
fact  for  no  limitation  on  the  period  of  Federal  control. 

Senator  Kellogg.  But  Congress  fixed  21  months.  Why  should 
they  not  have  21  months  in  which  to  legislate? 

Director  General  McAdoo.  Congress  did  not  fix  21  months.  You 
fixed  21  months  as  a  maximum  and  with  an  express  provision  for 
relinquishment  within  a  shorter  time.  Congress  can  legislate  just  as 
readily  with  the  railroads  returned  to  their  owners  as  if  they  are  kept 
under  Federal  control  for  21  months. 

Senator  Kellogg.  No;  we  simply  gave  the  power  to  the  President, 
if  he  deemed  advisable. 

Director  General  McAdoo.  That  is  what  I  say.  You  have  an  ex- 
press provision  for  earlier  relinquishment. 

Senator  Kellogg.  Are  the  circumstances  different  so  that  we  do 
not  need  a  reasonable  time  after  the  conclusion  of  war  for  legislation  ? 

Director  General  McAdoo.  I  think  the  circumstances  have  changed 
for  the  reasons  I  have  stated ;  that  is,  it  is  almost  impossible  to  get  any 
satisfactory  test  of  operation  m  a  21-month  period,  and,  of  course, 
I  do  not  know  whether  you  can  get  legislation  for  permanent  solution 
within  that  time  or  not.  You  gentlemen  are  the  judges  of  that. 
After  all,  my  opinion  about  the  five-year  period  is  merely  an  opinion. 
I  do  not  state  it  dogmatically.  I  am  simply  giving  my  opinion  for 
what  it  is  worth. 

Senator  Kellogg.  You  speak  about  a  test  period.  What  you  are 
doing  now  is  operating  the  railroads  bv  the  Government  as  one  sys- 
tem, under  a  completely  unified  control. 

Director  General  McAdoo.  We  have  not  completely  unified  them. 
I  think  further  unification  can  be  made  with  great  benefit.  We  are 
operating  them  under  one  control. 

Senator  Kellogg.  The  Government  is  operating  the  railroads  to  a 
complete  extent,  so  far  as  its  powers  are  concerned,  as  if  they  owned 
them. 

Director  General  McAdoo.  No,  it  is  not  doing  anything  of  that 
sort. 

Senator  Kellogg.  It  is  operating  them  ? 

Director  General  McAdoo.  Yes,  but  not  to  the  extent  as  if  it  owned 
them. 

Senator  Kellogg.  You  are  making  a  test  of  operating  them  under 
one  system  though? 

Director  General  McAdoo.  We  are  making  a  test  of  unified  control 
under  decided  limitations. 

Senator  Kellogg.  You  are  not  making  the  test  under  private 
operation,  are  you? 

Director  General  McAdoo.  No. 

Senator  Kellogg.  Or  by  regional  operation? 

Director  General  McAdoo.  A  test  of  one  system  under  decidedly 
limited  powers. 

Senator  Kellogg.  You  are  not  making  a  test  of  regional  operations 
under  a  system  where  the  roads  are  all  owned  by  one  corporation  and 
controlled  by  the  Government? 

Director  General  McAdoo.  No. 

Senator  Kellogg.  Will  vou  tell  me  how  your  test  of  Government 
OAvnership  is  going  to  enlighten  us  as  to  all  these  other  systems  ? 

Director  General  McAdoo.  I  think,  that  the  test  of  operations  un- 
der peace  conditions,  when  many  other  reforms  and  practices  can  be 
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put  into  effect,  which  were  not  possible  during  the  war  period,  will 
develop  a  ^reiat  deal  of  knowledo;e  which  will  be  valuable  as  a  basis 
for  the  solution  of  this  problem.  Much  importance  seems  to  be 
attached  to  the  fact  that  the  railroads  have  earned  less,  by  $136,000,- 
000,  than  the  standard  returns  this  year.  I  think  that  is  a  matter  of 
no  importance,  relatively. 

Senator  Kellogg.  It  is  not  important  to  me. 

Director  General  McAdoo.  It  was  a  war  expenditure,  which  has 
resulted  in  greater  benefit  to  the  country  than  a -like  amount  ex- 
pended in  any  other  direction.  If  the  earning  power  is — as  many 
contend — the  true  test  and  the  necessary  basis  for  any  permanent 
solution,  the  earnings  under  (xovernment  control  become  of  such 
importance  that  we  should  have  a  test  under  peace  conditions  for  a 
sufficient  period  to  get  a  genuine  result.  Earnings  under  war  condi- 
tions are  not  a  criterion. 

By  the  way,  let  me  refer  to  your  question  about  Government 
control.     I  should  like  to  quote  the  act  itself.     Section  14  provides: 

That  the  Federal  control  of  railroads  and  transportation  systems  herein  and  here- 
tofore provided  for  3hall  continue  for  and  durina;  the  period  of  the  war  and  for  a  reason- 
able time  thereafter,  which  shall  not  exceed  one  year  and  nine  months  next  following 
the  date  of  the  proclamation  by  the  President  of  the  exchange  of  ratifications  of  the 
treaty  of  peace:  Provided,  however,  That  the  President  may,  prior  to  July  first,  nine- 
teen hundred  and  eis^hteen,  relinquish  control  of  all  or  any  part  of  any  railroad  or 
system  of  transportation,  further  Federal  control  of  which  the  President  shall  deem 
not  needful  or  desirable;  and  the  President  may  at  any  time  during  the  period  of 
Federal  control  agree  with  the  owners  thereof  to  relinquish  all  or  any  part  of  any 
railroad  or  system  of  transportation.  The  President  may  relinquish  all  railroads  or 
systems  of  transportation  under  Federal  control  at  any  time  he  shall  deem  such  action 
needful  or  desirable.  No  right  to  compensation  shall  accrue  to  such  owners  from 
and  after  the  date  of  relinquishment  for  the  property  so  relinquished. 

Senator  Kellogg.  That  time  was  •  prescribed  to  give  Congress  an 
opportunity  to  consider  all  needful  legislation  for  the  control  of  rail- 
roads after  the  war. 

Director  General  McAdoo.  No,  sir;  on  the  contrary,  every  railroad 
man  resisted  any  control  for  any  period  after  the  end  of  the  war. 
They  were  all  opposed  to  any  control  after  the  war. 

Senator  Kellogg.  I  do  not  think  you  are  correct  about  that. 

Director  General  McAdoo.  As  I  recall  the  testimony,  that  was  true. 
By  the  way,  there  were  until  quite  recently  resolutions  appearing  in 
the  papers  demanding  the  immediate  return  of  the  properties,  as  I 
recall  them. 

Senator  Kellogg.  What  resolutions  ? 

Director  General  McAdoo.  Kesolutions  by  the  railroad  executives, 
and  also  by 

Senator  Kellogg.  Let  us  see  about  that. 

Director  General  McAdoo.  And  also  by  some  railroad  security 
holders,  as  I  recall  it. 

Senator  Kellogg.  I  have  never  seen  any  resolutions  by  any  rail- 
road executives  or  security  holders  demanding  a.  prompt  return. 

Director  General  McAdoo.  I  think  the  railroad  executives — I  state 
this  subject  to  correction — passed  such  a  resolution. 

A  Voice.  We  passed   resolutions  to   the  contrary. 

Another  Voice.  That  resolution  was  choosing  between  an  alter- 
native of  a  five-year  return  and  an  immediate  return. 

Director  General  McAdoo.  I  do  not  know  about  that,  but  I 
mention  this  as  an  indication  of  this  general  attitude  toward  Federal 
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control.  There  has  always  been  hcu'otofore  an  objection  on  the  part 
of  railroad  o\mers  to  Federal  control  lasting  for  any  ptn-iod  after  the 
war. 

Mr.  TiiOM.  May  I  ask  how  the  record  appears  in  regard  to  the 
railroad  executives?  I  would  like  to  have  the  reckon]  show — and  I 
am  sure  that  the  record  generally  will  show 

The  Chairman.  Have  you  the  record  before  you? 

Mr.  TiiOM.  We  have  passed  no  such  resolutions. 

Director  General  McAi'OO.  I  stated  tliat  subject  to  correction;  I 
am  glad  to  be  corrected  if  I  am  in  error. 

Senator  Keli  ogg.  Do  you  not  think  the  American  people,  through 
their  representatives,  have  a  right  to  decide  whether  we  shall  have 
Government  ownership  or  private  o^aiership  under  Government 
control  ? 

Director  General  McAdoo.  Certainly;  that  is  what  I  want. 

Senator  Kelt  ogg.  Do  you  not  think  they  are  entitled  to  a  reason- 
able time  in  which  to  decide  that? 

Director  General  McAdoo.  That  is  what  I  am  arguing  for. 

Senator  Keli.ogg.  Do  you  not  think,  at  the  end  of  five  years,  they 
would  not  have  any  chance  to  decide  it;  that  the  managements  of  the 
railroads  would  settle  it  for  them  and  make  it  impossible  for  them" 
to  be  returned  at  all? 

Director  General  McAdoo.  My  opinion  is  just  the  reverse.  I  think 
if  you  have  a  five-year  test  period  there  will  emerge  from  it  some  form 
of  private  o\NTiersliip  with  strong  Government  control. 

Senator  Kel!  ogg.  You  stated  3^ou  believed  in  unified  operation 
of  the  railroads — unification  of  the  railroads  in  the  United  States — 
as  I  understand  it.     Is  that  correct? 

Director  General  McAdoo.  Yes;  I  believe  that  we  should  test 
further  the  question  of  unification. 

Senator  Kellogg.  But  you  have  expressed  your  opinion 

Director  General  McAdoo.  I  liave  not  reached  any  fuial  conclusion 
about  the  ultimate  form  of  control.  I  believe  that  a  longer  test  of 
unified  control  ought  to.  be  made,  and  I  think  it  would  be  very 
advantageous. 

Senator  Kellogg.  You  think  there  should  be  a  unification  further 
of  terminals — passenger  and  freight  terminals,  as  I  understood  you? 

Director  General  McAdoo.  I  do. 

Senator  Kellogg.  There  ought  to  be  a  unification  of  equipment 
and  interchange  in  the  use  of  equipment  ? 

Director  General  McAdoo.  Yes.  I  would  not  call  it  unification 
so  much.  It  depends  upon  the  form  of  control  you  adopt.  I  think 
that  it  ought  to  provide  for  some  flexibility. 

Senator  Kellogg.  Before  the  Government  took  over  the  rail- 
roads, where  it  had  the  power  to  do  as  it  pleased,  the  policy  of  Con- 
gress and  the  policy  expressed  in  the  laws  it  passed,  prohibited  such 
unification,  did  it  not  ? 

Director  General  McAdoo.  To  some  extent,  I  believe. 

Senator  Kellogg.  To  a  very  great  extent,  did  it  not — the  rail- 
roads could  not  agree  among  themselves  to  route  traffic  over  any 
lines  they  pleased,  could  they? 

Director  General  McAdoo.  I  think  they  could.  I  mean,  of  course, 
that  the  shipper  routed  it 

Senator  Kellogg.  The  law  provided  the  shipper  should  route  it. 
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Director  General  McAdoo.  But  the  railroads  induced  the  shipper 
to  route  it,  which  is  the  same  thing. 

Senator  Kellogg.  In  other  words,  a  long  line  and  a  short  line, 
running  from  Chicago  to  New  York,  for  instance,  could  not  agree 
as  to  what  freight  should  go  over  the  respective  lines,  could  they? 

Director  General  McAdoo.  I  think  that  is  true. 

Senator  Kellogg.  And  neither  could  they  agree  that  one  road 
should  run  more  passenger  trains  than  the  other  and  vice  versa? 

Director  General  McAdoo.  To  my  mind,  those  matters  have  no 
bearing  on  the  situation,  because,  after  all,  what  you  are  discussing 
is  whether  or  not,  in  some  solution  of  that  problem,  even  if  private 
ownership  is  retained,  unification  of  these  facilities  or  some  flexi- 
bility should  be  preserved. 

Senator  Kellogg.  I  think  you  are  quite  right  about  that,  but  I 
say  that  the  policy  of  the  law,  before  the  war,  before  the  railroads 
were  taken  over,  was  one  of  competition  to  the  extreme  and  pro- 
hibition of  unification,  which  you  now  advocate.  Was  not  that  the 
fact? 

Director  General  McAdoo.  In  large  measure  that  is  true.  The 
■competition,  as  encouraged  by  the  law  and  provided  by  law,  pro- 
hibited many  things  which  I  think  were  important  to  be  done. 

Senator  Kellogg.  You  take  the  unification  of  ticket  offices  in  the 
country:  The  railroads  tried  to  do  that  and  were  prohibited,  were  they 
not,  in  the  Northern  Securities  case  ? 

Director  General  McAdoo.  I  do  not  recall  that. 

Senator  Kellogg.  That  was  one  of  the  principal  complaints,  that 
they  unified  their  passenger  offices. 

Director  General  McAdoo.  The  decision  did  not  hinge  on  that, 
■did  it  ? 

Senator  Kellogg.  That  was  one  of  the  questions  involved. 

Director  General  McAdoo.  I  do  not  know  whether  that  particular 
■question  was  ever  decided  or  not. 

Senator  Kellogg.  As  a  matter  of  fact,  they  were  prohibited. 

Director  General  McAdoo.  I  have  not  had  an  opportunity  to 
examine  the  decision.     I  think  joint  ticket  offices  were  permitted. 

Senator  Kellogg.  Joint  station  offices,  where  they  had  union 
stations,  but  the  general  policy  of  the  law  was  to  prohibit  this  unifi- 
cation which  you.  have  now  adopted.  You  think  that  law  should  be 
changed  ? 

Director  General  McAdoo.  Yes;  if  existing  law  prohibits  unifica- 
tion of  ticket  offices. 

Senator  Kellogg.  Now,  to  have  a  complete  unification,  you  must 
have  all  roads  belonging  to  one  company  or  one  government 

Director  General  McAdoo.  No;  I  do  not  think  so. 

Senator  Kellogg.  There  is  complete  unification  ? 

Director  General  McAdoo.  I  do  not  tliink  so.  I  think  it  is  possible 
to  work  out  unification  under  private  ownership,  operating;  under 
the  regional  system.  I  think  it  is  possible  to  work  out  unification 
under  Federal  control  of  competitive  systems,  for  instance,  that  are 
not  restricted  to  regions. 

Senator  Kellogg  Why  can  not  Congress  authorize,  under  the 
provisions  of  the  Interstate  Commerce  clause,  or  some  other  equal 
authority,  this  unification  so  there  will  be  complete  Government 
control  over  it  and  it  will  not  be  abused  ? 
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Director  General  McAdoo,  I  coiild  not  express  an  opinion  on  the 
merits  of  your  proposal,  Senator,  unless  I  knew  just  what  it  com- 
prehended. 

Senator  Kellogg.  I  would  like  to  ask  more  questions,  but  I  will 
not  do  so  to-night. 

Mr.  Thom.  In  my  answer  to  your  question  a  while  ago,  I  may  have 
left  an  impression  that  was  erroneous.  I  think  I  said  no  resolutions 
had  been  passed  on  the  subject.  What  I  meant  to  say  was  that  no 
resolutions  had  been  passed  to  that  effect.  There  were  resolutions 
passed  on  the  subject.     I  will  be  glad  to  furnish  them. 

Director  General  McAdoo.  Perhaps  my  error,  Mr.  Thom,  arises 
from  the  fact  that  I  read  in  the  papers  that  the  railroad  executives 
had  passed  some  resolutions  demanding  the  prompt  return  of  the 
properties. 

The  Chairman.  Some  others  may  desire  to  ask  you  some  questions, 
and  we  will  have  these  hearings  continued  to-morrow.  You  men- 
tioned a  moment  ago  that  vou  might  have  some  statistician  from  your 
department  that  you  would  like  to  have  heard. 

Director  General  McAdoo.  Yes. 

The  Chairman.  I  would  like  to  make  this  request:  The  committee 
had  decided,  when  they  had  these  hearings,  to  divide  up  the  hearings 
into  heads  that  were  published  in  the  papers,  and  which  I  need  not 
now  refer  to.  and  I  shall  be  very  glad  to  have  you  furnish  us  a  list  of 
those  you  want  to  be  heard  from  the  Railroad  Administration  touch- 
ing these  points. 

Director  General  McAdoo.  I  am  dehghted  to  be  at  the  service  of 
the  committee.  My  plans  were  made  some  tine  ago  to  leave  Wash- 
ington shortly,  and  it  would  be  inconvenient  to  me  to  come  here  to- 
morrow. I  think,  if  you  will  allow  Mr.  Hines,  who  is  the  assistant 
director  general,  to  come  and  finish  the  hearing,  that  he  can  give  you 
all  the  information  I  can,  and  perhaps  give  it  to  you  a  great  deal 
better.  If  that  will  be  agreeable,  I  shall  be  glad  to  have  Mi.  Hines 
come  in  my  place  to-morrow. 

Senator  Kellogg.  When  do  you  want  to  come  back  ?  I  have  some 
other  questions  I  should  like  to  ask. 

Director  General  McAdoo.  If  you  prefer  to  examine  me  instead  of 
Mr.  Hines,  I  shall  be  glad  to  stay. 

Senator  Kellogg.  I  want  to  ask  a  few  other  questions. 

Senator  Townsend.  I  may  want  to  ask  some  questions.  I  do  not 
want  to  enter  mto  any  argument;  I  simply  want  information.  Will 
it  be  perfectly  convenient  for  you  to  be  back  to-morrow  morning? 

Director  General  McAdoo.  It  will  not  be,  but  I  will  make  it  con- 
venient if  it  is  a  matter  of  any  consequence. 

Senator  Watson.  Can  you  return  for  an  hour  to-morrow  morning? 

Director  General  McAdoo.  Yes.  I  was  wondering  if  Mr.  Hines 
would  answer  the  purpose,  because  he  knows  all  I  know  about  this 
problem. 

Senator  Townsend.  Does  he  know  all  about  this  statement  you 
made  ?  That  is  your  testimony,  and  there  were  some  things  I  wanted 
to  inquire  about. 

The  Chairman.  I  will  submit  to  the  committee,  then,  the  hour  of 
meeting.     If  it  is  agreeable  to  the  committee  we  will  meet  in  the 
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morning  at  10  o'clock  and  ask  Mr.  McAdoo  to  come  back  at  that 
time  for  an  hour  at  least. 

Director  General  McAdoo.  May  I  ask  if  you  could  conclude  with 
me  within  an  hour,  so  I  mav  make  my  arrangements  ? 

Senator  Kellogg.  I  shall  require  only  a  very  few  moments. 

The  Chairman.  Then  it  is  understood  that  we  will  go  on  to- 
morrow morning  at  10  o'clock  and  that  the  Director  General  will 
present  himself  at  that  time  before  the  committee. 

(Whereupon,  at  5  o'clock  p.  m.,  an  adjournment  was  taken  to  to- 
morrow, Saturday,  Jan.  4,  1918,  at  10  o'clock  a.  m.) 
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SATUHDAY,  JANUARY  4,  1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington,  D.  C. 
The  committee  met,  pursuant  to  adjournment,  in  room  410,  Sen- 
ate Office  Buildiui^,  at  10  o'clock  a.  m.,  Senator  Ellison  D.  Smith 
(chairman  ^ ,  presiding. 

The  Chairman.  The  committee  will  come  to  order.  Senator  Kel- 
logg, you  may  proceed. 

STATEMENT   OF   HON.    WILLIAM   GIBBS   McADOO,    DIRECTOR 
GENERAL  OF  RAILROADS— Resumed. 

Director  General  McAdoo.  Mr.  Chairman,  before  we  begin  I  should 
like  to  say  that  yesterday  Senator  KeUogg  asked  a  number  of  legal 
((uestions  which  1  was  not  able  to  answer  off-hand,  particularly  with 
reference  to  the  application  or  continuation  of  the  present  rate  struc- 
ture in  the  event  the  roads  are  turned  back  to  private  control.  I 
have  had  an  opportunity  to  look  into  tliose  questions  very  hurriedly 
since,  and  I  am  satisfied  that  the  existing  rate  structure  would  con- 
tinue until  it  was  changed  by  orderly  procedure,  even  where  the  stat- 
utes of  States,  as  has  been  suggested,  lix  the  rates. 

I  also  find  nothing  to  justify  your  apparent  conviction.  Senator 
Kellogg,  that  it  is  unlawful  to  maintain  joint  ticket  offices.  I  think 
consolidated  ticket  offices  can  be  maintained  without  doubt.  I  think 
also  that  the — — 

Senator  Pomerene.  Do  you  mean  by  that  by  the  present  admin- 
istration, or  that  under 

Director  General  McAdoo.  I  think  that  under  private  control  com- 
bined ticket  offices  can  be  maintained.  I  know  of  no  legal  obstacle 
in  the  way  of  that. 

Senator  Watson.  Did  you  examine,  in  that  connection,  the  deci- 
sion in  the  Northern  Securities  case  ? 

Director  General  McAdoo.  I  had  that  in  mind  as  well. 

Senator  Watson.  Was  not  that  one  of  the  points  decided  ?  It  has 
been  some  time  since  1  read  it,  but  it  is  my  recollection  that  that 
was  decided. 

Director  General  McAdoo.  I  do  not  so  construe  it.  I  do  not  think 
the  case  turned  on  that  point  at  all. 

Just  a  word  more:  I  think  the  power  of  the  Interstate  Commerce 
Commission  to  prevent  discriminations  could  be  invoked  in  the  event 
any  attempt  was  made  to  apply  unfair  rates,  and  I  assume  the  Inter- 
state Commerce  Commission  would,  of  course,  exercise  its  power. 
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There  would  be  still  another  course  open  to  the  carriers,  and  that 
would  be  to  invoke  the  aid  of  the  courts  if  any  proposed  rates  were 
confiscatory.  It  may  be,  in  vie.w  of  the  altered  conditions  in  the 
world  with  tremendously  increased  costs  that  some  of  those  statutory 
rates,  if  asserted  now,  would  be  confiscatory,  and  certainly  in  that 
case  the  courts  would,  upon  application,  review  them.  But  in  any 
event,  I  am  convinced  that  the  present  rates  would  survive  until  they 
are  altered  by  proper  legal  procedure.  I  am  simply  stating  my  con- 
clusions. The  reasons  for  these  conclusions  I  should  be  glad,  if  you 
are  interested  in  hearing  the^n,  to  have  Mr.  Hines  present. 

Senator  Kellogg.  Now,  Mr.  McAdoo,  I  am  not  going  to  stop  to 
argue  the  legal  questions  with  you  at  all,  but  the  sole  power  by  which 
you  made  the  rates  was  under  this  act  granting  Federal  control 
during  the  war;  that  is,  as  a  war  measure,  but  it  provided  that  the — 

Federal  control  of  the  railroads  and  transportation  systems  herein  ans  hereinbefore 
provided  for  shall  continue  for  and  during  the  period  of  the  war  and  a  reasonable  time 
thereafter. 

That  is  the  end  of  it. 

Director  General  McAdoo.  Unless  earlier  relinquished. 

Senator  Kellogg.  Just  wait  a  moment — and  when  that  act  has 
ceased  or  has  been  repealed  by  what  authority  do  you  make  the 
rates,  especially  as  against  the  statutes  of  the  States  ? 

Director  General  McAdoo.  I  have  stated  my  conclusions  about 
that,  and  I  should  be  glad  to  support  them  with  a  brief. 

Senator  Kellogg.  I  think  you  are  wrong. 

Director  General  McAdoo.  Perhaps  I  am,  but  I  think  not.  Law- 
yers frequently  differ.  I  shall  be  glad  to  have  either  Mr.  Hines 
present  later  some  views  on  that  subject,  or  with  the  permission  of 
the  committee,  to  file  a  brief  in  support  of  the  views  I  have  expressed. 
May  I  have  permission  to  do  that  ? 

The  Chairman.  Yes. 

Senator  Kellogg.  Secondly,  you  say  that  the  unification  of  all 
ticket  offices  in  the  United  States  would  be  legal,  you  think,  under 
the  Sherman  Act. 

Director  General  McAdoo.  I  think  so. 

Senator  Kellogg.  Do  you  not  know  that  one  of  the  principal 
points  the  Government  has  made  in  all  the  cases  in  which  they  have 
prosecuted  the  railroads  for  consolidating  in  violation  of  the  law,  was 
that  they  unified  the  ticket  offices  and  decreased  competition  to  that 
extent  ? 

Director  General  McAdoo.  You  are  still  on  the  legal  questions.  I 
should  like  to  submit  a  brief  on  that. 

Senator  Kellogg.  All  right.  Do  you  not  know  that  last  year, 
1917,  the  railroad  presidents  organized  a  committee  and  undertook — I 
think  the  best  they  could ;  I  am  not  sure ;  I  am  not  familiar  with  the 
operation — ^to  unify  the  systems  of  roads  during  the  war  as  much  as 
possible,  using  each  other's  facilities,  routing  freight  over  the  least 
congested  lines,  in  order  to  handle  the  business  for  the  Government 
most  expeditiously  ? 

Director  General  McAdoo.  I  know  they  had  such  a  committee,  but 
I  am  not  famailiar  with  all  of  its  activities. 

Senator  Kellogg.  Do  you  not  know  the  Attorney  General  in- 
quired of  them  by  what  authority  of  law  they  were  unifying  the  rail- 
road ticket  offices  ? 
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Director  General  McAdoo.  He  might  have  inquired,  but  I  did  not 
know  of  it.     It  was  not  brought  to  mv  attention. 

Senator  Kellogg.  The  intimation  was  they  were  violating  the 
Sherman  law. 

Director  General  McAdoo.  Let  me  say  that  I  believe  the  railroad 
executives  were  trying  patriotically  to  do  everything  they  could  to 
relieve  the  situation.  1  think  the  inherent  difficulties  in  a  competi- 
tive system  of  railroads  made  it  impossible  for  them  to  accomplish 
it.  I  think,  again,  that  undoubtecuy  various  laws  of  the  country 
forbade  them  to  do  many  things  the  Government  could  do,  and 
therefore,  it  was  essential  that  the  railroads  should  be  taken  over  for 
war  purposes.  I  think  those  gentlemen  were  very  earnestly  and 
patriotically  doing  everything  they  could  possibly  do,  but  natural 
competitive  interests — the  unwillingness  of  one  company  to  give  its 
business  to  another — stood  in  the  way  of  their  doing  many  things 
that  they  might  have  done,  as  well  as  the  laws  to  which  I  have 
referred. 

Senator  Kellogg.  Mr.  McAdoo,  do  you  believe,  then,  in  the 
elimination  of  all  competition  ? 

Director  General  McAdoo.  I  am  not  prepared  to  say  that. 

Senator  Kellogg.  That  is  what  we  are  trying  to  get  at. 

Director  General  McAdoo.  No;  we  are  not. 

Senator  Kellogg.  Yes;  that  is  one  of  the  questions. 

Director  General  McAdoo.  Of  course,  we  are  trymg  to  get  at  the 
whole  problem,  but  I  am  not  prepared  to  give  an  answer  to  that 
to-day.  I  think  a  further  test  should  be  made  in  order  to  determine 
it.     I  can  not  mature  my  views  on  the  experience  I  have  had. 

Senator  Kellogg.  You  are  not  testing  them  on  the  question  of 
competition;  you  are  testing  them  on  the  total  elimination  of  com- 
petition ? 

Director  General  McAdoo.  I  am  not  satisfied  yet  that  it  is  wise  to 
totally  eliminate  competition. 

Senator  Kellogg.  Of  course,  there  can  not  be  any  competition  in 
rates.  There  should  not  be,  but  do  you  not  think  that  competition 
in  service  between  the  great  transportation  systems  of  this  country 
has  given  us  the  best  transportation  and  has  been  the  most  important 
factor  in  giving  us  good  transportation  ? 

Director  General  McAdoo.  I  think  it  has  been  an  important  factor. 
I  am  frank  to  say  that  I  think  the  abuses  of  competition  are  very 
grave.  They  inhere  in  the  system  and  are  very  serious,  because  of 
the  great  favoritism  that  is  frequently  exercised  under  private  con- 
trol in  favor  of  the  powerful  shipper  as  against  the  less  powerful 
shipper,  and  in  many  other  directions.  I  therefore  feel  that  com- 
petition is  not  an  unalloyed  blessing.  My  feeling  about  the  problem 
is  this:  To  get  a  permanent  solution,  the  things  we  are  now  learning 
from  a  central  control  and  which  will  develop  undoubtedly  much 
more  clearly  in  time  of  peace,  will  indicate  the  extent  to  which  com- 
petition ought  to  be  preserved,  or  may  indicate  that  competition 
ou^ht  not  to  be  preserved  at  all.  I  am  not  prepared  to  give  a  final 
judgment  on  the  railroad  problem.  That  is  my  difficulty.  I  wish  I 
were  in  a  position  to  do  so. 

Senator  Kellogg.  Eliminating  the  question  of  competition  in 
rates,  which  means  cut  rates  and  all  that,  under  the  control  of  the 
Interstate  Commerce  Commission  can  there  not  be  a  fair  competition 
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in  service,  say,  between  Chicago  and  New  York  and  Chicago  and  wSan 
Francisco  and  most  of  the  points  in  the  United  States,  between 
competitive  systems  of  railways,  permitting  them,  under  the  control 
of  the  commission,  to  unify  to  a  very  great  extent  and  route  freight 
over  the  shortest  line,  etc. — can  there  not  still  be  a  large  degree  of 
competition  in  service  ? 

Director  General  McAdoo.  I  think  there  may  be  sone  degree  of 
competition.  It  depends  entirely  upon  the  plan  and  the  law  that 
may  be  enacted  and  the  authority  that  may  be  given  to  the  Inter- 
state Commerce  Commission.  There  is  the  difficulty.  The  very 
questions  you  ask.  Senator,  indicate  the  complexities  oi  the  probletn. 
You  can  not  speak  of  this  question  in  general  terms  unless  you  are 
merely  trying  to  start  with  a  fundamental  principle  upon  which  the 
solution  is  to  be  based.  If  you  start  with  the  suggestion  that  you 
want  to  preserve  competition  and  reduce  the  number  of  railroads, 
then  we  nave  one  principle  upon  which  to  proceed.  That  would 
imply  a  certain  character  of  legislation. 

On  the  other  hand,  if  you  should  say  you  want  to  have  competi- 
tion only  between  regions,  and  monopolies  witliin  those  regions,  tnere 
is  another  principle  and  it  implies  another  form  of  legislation.  If 
you  say  you  want  no  competition,  then  you  have  to  start  the  legis- 
lation from  that  point.  So  I  say  I  am  not  prepared  to  answer  any 
hypothetical  question  that  does  not  contain  within  it  the  principle 
and  outline  of  the  plan  you  have  in  mind. 

Senator  Kellogg.  Now,  Mr.  McAdoo,  five  years'  trial  of  complete 
unification  and  Government  operation — or  how  will  five  years  of  trial 
of  complete  unification  and  Government  operation  illuminate  the 
various  other  plans  ?  Will  not  we  be  confronted  then  with  this 
situation,  that  the  men  who  are  put  in  control  will  come  here  more  or 
less  as  you  have,  with  a  brief  on  behalf  of  Government  operation 
and  they  will  sustain  their  Government  operation  if  possible  ?  We 
are  not  going  to  get  any  light  on  the  other  subjects  that  we  want. 
Wliat  we  want  is  information  on  the  whole  sphere.  How  will  we 
get  that? 

Director  General  McAdoo.  That  is  merely  an  expression  of  opinion. 
I  can  not  teU  what  wiU  be  the  result  at  the  end  of  five  years.  I  do 
not  know  what  facts  will  develop.  I  think,  however,  that  certainly 
it  is  in  the  interest  of  the  American  people,  in  the  solution  of  a 
problem  of  such  magnitude  and  complexity  as  this,  to  obtain  all 
possible  knowledge  that  wiU  help  them  to  decide  it  intelligently. 
My  belief  is — and  it  is  merely  my  opinion,  as  I  have  repeatedly  said — 
that  a  further  test  will  be  of  infinite  value  to  the  American  people  in 
getting  a  right  solution. 

Senator  Watson.  If  you  were  to  continue  as  Director  General 
would  you  continue  along  the  same  line,  operating  the  same  under 
the  same  system  as  you  have  already  in  vogue,  or  would  you  try  the 
regional  control  or  group  control;  in  other  words,  would  you  continue 
the  same  policy  you  outhned,  and  if  you  did  continue  the  same  policy, 
how  then  could  we  come  to  any  sort  of  conclusion  as  to  the  relative 
merits  of  the  other  systems  ? 

Director  General  McAdoo.  It  is  difficult  to  say  whether  or  not  we 
would  observe  precisely  the  same  thing  we  are  doing  to-day.  I  think 
I  should  make  a  great  many  changes  in  organization,  if  I  were  to 
continue  as  Director  General,   under  a  five-year  plan,  and  I  should 
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operate  these  properties  as  a  unified  proposition,  keeping,  however, 
a  very  accurate  record  of  the  earnings  of  the  various  properties 
under  the  conditions  of  operation,  and  observing  very  carefully  the 
effect  of  certain  experimentation  which  might  be  indulged  in  during 
that  period.  That,  in  turn,  would  be  governed  by  the  conditions 
as  they  developed.     I  can  not  foretell  the  methods  of  operation. 

Senator  Pomerene.  May  I  ask  a  question  right  there  ? 

The  Chairman.  Certainly. 

Senator  Pomerene.  Of  course,  you  have  outlined  and  pursued  a 
general  policy,  and  it  goes  without  saying  that  you  had  confidence  in 
that  policy;  otherwise  you  would  not  have  pursued  it.  Assuming, 
for  the  sake  of  argument,  that  that  is  the  best  policy  that  could  be 
adopted,  what  objection  is  there  to  so  modifying  the  laws  of  the  land 
as  to  permit  the  railroads  to  carry  out  this  same  plan  of  management 
themselves  that  you  have  pursued  as  director  general  ? 

Director  General  McAdoo.  I  do  not  think  they  would  accomplish 
it.  Senator,  because  if  you  restore  the  diversified  control,  you  can  not 
at  the  same  time  carry  out  the  policies  of  unification  which  have,  thus 
far.  been  observed. 

Senator  Pomerene.  Suppose  that  were  done  under  the  supervision 
and  control  of  somebody  like  the  Interstate  Commerce  Commission  ? 

Director  General  McAdoo.  I  do  not  believe  that  a  commission 
can  eflectively  administer  a  great  industry  like  the  railroad  industry. 
I  do  not  believe  that  executive  direction  and  management  of  an  indus- 
try of  such  complex  character,  can  be  successfully  conducted  by  a 
commission.  You  might  have  an  advisory  board  or  you  might  have 
something  that  was  in  effect  a  board  of  directors — but  they  would  have 
to  be  under  the  direction  of  some  responsible  head — a  Cabinet  officer, 
perhaps,  although  that  has  a  political  objection. 

Senator  Pomerene.  Very  well,  assuming  that  is  done,  and  you 
allow  the  railroads  to  have  control  of  their  properties  subject  to  the 
general  supervision  of  this  executive  head,  what  objection  is  there  to 
that? 

Director  General  McAdoo.  It  depends  upon  liow  far-reaching  the 
legislation  is.  Many  practices  I  have  alluded  to  ought  to  be  pre- 
served— I  smnmarized  them  at  one  point  in  my  statement — but  I 
doubt  very  much  if  the  people  of  the  United  States  will  be  willing 
to  permit  the  railroads  to  continue  these  practices  after  they  have 
been  restored  to  private  control;  in  other  words,  the  very  question 
you  ask  indicates  the  difficulties  of  the  problem.  That  is  the  reason 
I  think  the  test  of  further  time  will  be  necessary. 

Senator  Pomerene.  But  here  is  the  difficulty,  as  I  see  it:  Assume, 
now,  for  the  sake  of  the  argument,  that  the  five  years'  time  is  granted, 
and  that  the  administration  does  not  prove  the  success  that  you 
anticipate,  and  that,  at  the  expiration  of  five  years,  it  becomes  neces- 
sary to  turn  these  roads  back  to  their  managers  under  certain  modi- 
fications of  the  law,  what  position  are  the  railroad  companies  to  be  in 
at  that  time,  and  what  will  be  the  effect  on  the  transportation  busi- 
ness of  the  country,  provided  the  present  plan  does  not  meet  the 
expectations  of  the  public  ? 

Director  General  McAdoo.  You  are  asking  me  to  project  myself 
five  years  into  the  future.  It  is  difficult  to  do.  I  think  the  test  will 
determine  that.     I  am  confident  that  no  harm  will  come  out  of  it. 
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Senator  Pomerene.  But  it  may  be  answered  also  that  we  are, 
under  your  plan,  leaving  all  of  these  railroads  under  Government 
control  not  knowing  what  the  result  is  going  to  be. 

Director  General  McAdoo.  No  one  can  guarantee  anything  for  the 
future.  You  have  got  to  take  some  chances.  You  have  either  got 
to  make  a  further  test  or  turn  the  railroads  back  or  make  some  other 
disposition  of  them.  Nobody  can  guarantee  the  outcome  of  any 
plan.  My  position  and  suggestion  is  simply  to  get  further  experience 
and  knowledge  of  this  very  complicated  problem  by  a  test  under 
peace  conditions  of  operations,  as  well  as  under  composed  political 
conditions,  if  possible,  because  i  think  it  is  too  grave  an  economic 
problem  to  attempt  to  deal  with  hastily;  1  think  we  can  learn  very 
valuable  lessons  from  a  continuation  of  this  unified  operation. 

Senator  Pomerene.  I  want  to  apologize  to  you,  Senator  Kellogg, 
for  this  interruption. 

Senator  Kellogg.  Not  at  all;  I  wish  you  would  ask  any  questions 
you  desire.     I  have  no  monopoly  of  this  examination. 

Mr.  McAdoo,  you  say  in  your  statement  here  about  the  permit 
system : 

Probably  it  would  not  have  been  possible  to  meet  the  enormous  demands  made 
upon  the  transportation  system  during  the  past  year  without  the  utilization  of  the 
permit  system,  which  prevents  the  loading  of  traffic  in  the  absence  of  assurance  that 
it  can  be  disposed  of  at  destination.  This  is  a  reform  which  under  Government 
control  would  succeed  in  peace  times  as  well  as  in  war  times — 

Now,  in  addition  to  that,  you  have  been  aided  in  procuring  full 
trains  and  complete  or  full  car  loadings  by  the  War  Industries  Board 
and  the  Food  Administration  and  the  Fuel  Administration,  have 
you  not? 

Director  General  McAdoo.  You  say  that  we  have  been  aided  in 
doing  that  ? 

Senator  Kellogg.  Yes. 

Director  General  McAdoo.  I  do  not  think  we  have  had  any  special 
aid  in  that  direction.  We  have  done  that  ourselves.  We  have  liad 
the  cooperation  of  these  boards  to  the  extent  it  may  have  been 
necessary,  but  so  far  as  the  administrative  end  of  the  railroad  prob- 
lem is  concerned,  I  do  not  know  that  they  have  rendered  any  special 
aid. 

Senator  Kellogg.  As  a  matter  of  fact,  did  not  the  War  Industries 
Board  refuse  to  permit  anyone  to  purchase  material  unless  he  pur- 
chased 60,000  pounds,  so  as  to  ship  not  the  minimum  but  the  maxi- 
mum carload  ? 

Director  General  McAdoo.  I  am  not  familiar  with  any  such  order. 
I  did  not  hear  of  it. 

Senator  Kellogg.  You  never  heard  of  it? 

Director  General  McAdoo.  No. 

Senator  Kellogg.  Did  not  the  Food  Administration  furnish  you 
trainloads  of  stuff  instead  of  the  shippers  ? 

Director  General  McAdoo.  I  am  not  sure  of  that;  on  the  contrary, 
we  were  trying  very  hard  to  get  the  Food  Administration,  as  we  went 
alon^,  to  tell  us  where  their  stuff  was  so  as  to  ship  it  in  carload  lots 
and  m  solid  trains. 

Senator  Kellogg.  Did  not  the  Fuel  Administration  prohibit 
mines  from  selling  coal  in  certain  districts,  etc.,  with  a  view  to 
assisting  you  ? 
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Director  General  McAdoo.  The  Fuel  and  Railroad  Administrations 
agreed  on  the  zone  system. 

Senator  Kellogg.  Now,  in  peace  time,  we  are  not  going  to  have 
the  Fuel  Administration  or  the  Food  Administration  with  absolute 
arbitrary  powers  as  have  existed  in  war  times? 

Director  General  McAdoo.  No,  but  1  do  not  tliink  the  permit  sys- 
tem im])lies  the  continuation  of  the  Fuel  and  Food  Admmistrations 
or  the  zone  system.     The  permit  system— may  I  explam  this? 

Senator  Kellogg.  Certainly. 

Director  General  McAdoo.  The  pei  mit  system  would  be  carried  out 
in  peace  time,  in  my  opinion,  to  this  extent:  That  if  a  shipper  ])ro- 
poses  to  ship  to  some  |)oint  where  the  facilities  ai'e  already^  overtaxed 
or  where  an  impending  congestion  would  make  it  inadvisable  to  send 
the  shipment  forward  unless  the  consignee  was  prepared  to  move 
promptly — then  the  power  should  rest  somewhere  to  prevent  the 
shipment  until  there  was  an  assurance  that  it  could  be  promptly 
moved  at  destination. 

Senator  Kellogg.  This  power  you  g;et  under  this  act,  which,  gives 
you  absolute  control  of  the  roads  durmg  the  war  would  cease  when 
that  act  is  ;epealed  or  when  it  ceases  to  exist,  and  you  would  go  right 
back  to  the  old  law? 

Director  General  McAdoo.  I  think  so.  Now  as  to  that  feature,  of 
course,  the  permit  system  will  not  be  as  essential  in  peace  time  as  in 
war  time. 

Senator  Kellogg.  I  have  no  doubt  it  will  be  essential,  but  hereto- 
fore the  law  has  prohibited  any  such  thing  by  the  shipper  or  by  any- 
body else. 

Director  General  McAdoo,  The  railroads  met  it  by  general  em- 
bargoes.    I  think  the  permit  sj^stem  may  be 

Senator  Kellogg.  The  permit  system  could  be  used  in  peace  time, 
you  think? 

Director  General  McAdoo.  I  think  so. 

Senator  Kellogg,  There  is  something  we  could  get  by  granting 
authority  to  the  Interstate  Commerce  Conmiission  or  some  executive 
to  supervise  it  to  see  that  it  is  carried  out.  That  could  be  granted  in 
peace  time. 

Director  General  McAdoo.  I  think,  undoubtedly,  you  can  pass 
some  biU,  if  you  can  get  a  meeting  of  minds  of  enough  of  the  men  in 
Congress  to  constitute  a  majority. 

Senator  Kellogg.  Unquestionably, 

Director  General  McAdoo,  But  it  is  a  question  whether  you  can  get 
a  sufficient  number  of  the  minds  to  meet  on  the  right  solution. 

Senator  Kellogg,  We  have  got  to  do  it  some  time.  Why  not  do 
it  now  ? 

Senator  Underwood,  While  wo  are  on  that  permit  system — there 
may  come  a  time  when  we  will  have  to  consider  it  and  I  am  not  at  all 
clear  in  my  mind  that  a  permit  system  is  necessary  when  wo  return 
to  peace  conditions — I  would  like  to  ask  the  secretary  to  emphasize 
that  a  little,  after  I  have  expressed  what  my  view  is,  because  I  may 
be  wrong,  as  to  the  idea  of  possible  future  legislation  on  that  subject. 

Mr.  Secretary,  I  understand  the  permit  system  was  necessary  during 
the  war,  and  that  it  grew  out  of  the  fact  that  freight  was  congested 
in  terminal  ports,  I  do  not  understand  that  there  was  much  dif- 
ficulty in  delivering  freight  when  it  went  to  consignments  on  this 
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side  of  the  water.  Local  consignments  wore  <'elivered  when  they 
reached  the  destination,  hut  the  congestion  grew  out  of  the  fact  that 
there  was  a  serious  congestion  hefore  we  entered  into  the  war,  and 
even  after  we  entered  the  war  there  was  a  vast  amount  of  freight  lulled 
for  foreign  shipment,  and  that  we  did  not  have  the  ships  to  move  those 
shipments,  and  that  the  great  congestion  of  freight  was  due  to  that. 
There  may  have  heon  minor  conditions  at  other  places,  hut  the  great 
congestion  was  due  to  lack  of  shipping  facilities  and  the  lack  of  ware- 
house facilities  at  terminal  ports.  Now,  with  the  termination  of  the 
war,  shipping  facilities  will  resume  the  normal,  and  we  will  have  a 
very  much  larger  fleet  to  cany  our  commerce  than  we  had  hefore. 
Why  should  we  have  a  continuation  of  the  permit  system  after  we 
have  had — I  do  not  mean  to-morrow  or  the  next  day,  but  two  years 
from  now,  after  we  have  really  reafhe>l  peace  conditions? 

Director  General  IMcAdoo.  One  has  to  forget  the  past  raih'oad  ex- 
perience, the  past  railroad  stringencies,  \\hich  have  been  as  recurrent 
almost  as  money  stringencies,  prior  t(^  the  war,  if  he  thinks  the  permit 
system  will  not  be  required  in  ])eace  time.  I  think  it  will  not  be  nearly 
so  necessary  in  peace  time  as  in  war  time,  but  it  is  a  reserve  emergency 
power  that  should  reside  somewhere  to  be  exercised  under  })roper 
regulation.  I  should  not  be  willing,  myself,  to  advocate  a  permit 
system  Avhich  would  put  it  exclusively  in  the  hands  of  the  carriers 
to  determine  when  a  permit  should  be  granted,  although  I  think  that 
is  far  less  hurtful  to  the  public  interest  than  the  general  embargoes 
which  the  railroads  under  private  control  used  as  a  remedy.  I  think 
the  power  to  issue  permits  should  be  exercised  under  careful  regula- 
tion by  whatever  superior  authority  may  be  designated.  If  the 
Interstate  Commerce  Commission  should  be  employed  as  the  agency, 
or  whatever  authority  may  be  created  to  deal  with  such  matters  under 
the  bill  you  evolve,  that  agency  should  be  vested  with  that  power. 

Senator  Underwood.  Do  you  think  that  after  we  get  out  of  the 
war  conditions  that  the  business  growth  of  the  United  States  will 
move  long  its  own  lines  with  greater  rapidity  and  greater  facility  if" 
it  is  left  alone  than  if  restricted  by  legislation  ?  I  do  not  mean  to  say 
it  does  not  have  to  be  restricted  at  times,  but  where  it  is  possible  to 
avoid  restrictions  and  allow  business  to  work  out  its  own  destiny, 
does  it  not  produce  better  results  than  if  you  attempt  to  direct  it 
into  artificial  channels  ? 

Director  General  McAdoo.  I,  myself,  am  not  in  favor  of  artificial- 
ities, but  that  is  a  wide  and  weighty  question  you  ask.  Senator,  and 
it  will  take  a  lot  of  discussion  to  answer  it.  V\'e  can  not  expect  the 
nation  to  develop  satisfactorily  unless  we  make  a  great  improvement 
in  railroad  facilities. 

Senator  Underwood.  I  agree  with  you  on  that,  but  I  am  talking 
about  the  permit  system.  Of  course  I  recognize,  in  some  respects, 
we  have  to  pass  remedial  legislation  with  reference  to  the  railroads, 
but  my  own  view  is  that  we  should  not  go  any  further  than  the  con- 
ditions of  the  country  require. 

Director  General  McAdoo.  This  is  merely  an  emergency  power 
that  should  be  in  reserve  somewhere.  I  suggested  it  not  as  inde- 
pendent legislation  at  all.  but  as  part  of  the  comprehensive  legislation 
that  should  be  enacted. 

I  do  not  know  that  it  will  fit  private  and  diversified  control  unless, 
.as  I  said  before,  you  fix  some  sort  of  comprehensive  regulation  that 
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will  prevent  abuses  of  it.  It  is  a  wide  power  and  is  suscef)til)!e  of 
grave  abuse  in  the  hands  of  private  corporations  without  strict  re<;u- 
lation. 

Senator  Underwood.  I  bef;  your  pardon  ior  interrupting;  you. 
Senator  Kellofjg. 

Senator  Kellogg.  That  is  all  right.  You  statefl  yesterday,  Mr. 
McAdoo.  that  you  thought  rates  could  be  reduced  within  the  next 
year.     Did  I  understand  you  correctly  ? 

Director  General  McAdoo.  Yes;  I  said  under  certain  conditions. 

Senator  Kellogg.  As  a  matter  of  fact,  the  Railroad  Atlministration 
is  now  contemplating  and  has  plans  on  the  board  for  increasing  the 
rates,  has  it  not  ( 

Director  General  McAdoo.  No;  I  do  not  so  understand  it.  The 
plan  we  submitted — certain  plans  for  equalization  of  rates  and  elimi- 
nations of  ine(|ualities — may  involve,  and  would  of  necessity  involve, 
the  raising  of  rates  in  some  places  where  they  are  too  low,  and  re- 
ducing them  in  others  where  they  are  too  high,  and  also  simplifying 
the  classifications. 

Senator  Kellogg.  Of  course  I  do  not  wish  to  be  understood  as 
saying  the}^  are  not  necessary  at  all,  but,  as  a  matter  of  fact,  in 
December,  I  think  it  was,  did  you  not  raise  the  rates  on  the  Pacific 
Coast  lumber  from  1  to  7  cents  per  hundred  pounds  i 

Director  General  McAdoo.  I  can  not  answer  that  offhand.  I  do 
not  keep  all  those  details  in  mind. 

Senator  Kellogg.  Did  you  not  also  raise,  in  December,  the  rates 
on  flour — grain  and  flour — from  Chicago  and  related  territory  to  the 
Atlantic  ports  about  2  cents  per  100  pounds? 

Director  General  McAdoo.  If  you  will  let  me  have  those  questions 
I  will  give  you  an  answer. 

Senator  Kellogg.  They  are  questions  with  which  you  are  not 
familiar  ( 

Dii'ector  General  McAdoo.  Not  in  detail.  I  will  have  Mr.  Cham- 
bers answer  them.  He  is  Director  of  the  Division  of  Traffic,  and  I 
may  say  here,  in  order  that  I  may  not  be  charged  with  a  lack  of 
knowledge  of  what  is  going  on  in  the  Railroad  Administration,  that 
with  respect  to  certain  of  these  details,  it  is  impossible  for  the  director 
general  to  keep  informed.  The  Director  of  the  Division  of  Traffic, 
the  Director  of  the  Division  of  Operations,  and  the  Director  of  the 
Division  of  Accounts — all  of  those  men,  of  course,  have  authority  to 
proceed  with  matters  within  their  respective  jurisdictions. 

Senator  Kellogg.  I  do  not  wish  to  take  up  3'our  time  with,  matters 
about  which  you  do  not  know\ 

Now,  about  equipm.ent.  How  many  new"  cars  per  annum  does  it 
take  to  keep  the  equipment  of  the  country  up  to  standard — I  mean, 
taking  into  consideration  cars  destroyed,  going  out  of  business,  etc.  ? 

Director  General  McAdoo.  I  will  have  to  send  vou  an  answer  to 
that. 

Senator  Kellogg.  Somew^here  about  100,000  cars  a  year,  is  it  not? 

Oirector  General  McAdoo.  I  think  so. 

Senator  Kellogg.  The  railroads  have  been  in  the  habit  of  buying, 
dsually,  more  than  that? 

Director  General  McAdoo.  I  am  not  sure. 

Senator  Kellogg.  I  would  like  to  have  made  a  part  of  my  ques- 
tion this  statement 
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Director  General  McAdoo.  I  will  confirm  the  figure  you  gave, 
Senator. 

Senator  Kellogg  (continuing).  From  the  Interstate  Commerce 
Commission,  showing  the  purchases  for  the  last  few  years.  As  a 
matter  of  fact,  this  year,  up  to  the  time  you  testified  here,  you  only 
received  14,650  new  cars. 

Director  General  McAdoo.  We  ordered  100,000  cars  8  months  ago, 
but  on  account  of  the  pressure  for  war  supplies  and  the  difficulties 
of  manufacture,  all  have  not  been  delivered.     They  are  being  built. 

(The  paper  referred  to  is  here  printed  in  full,  as  follows:) 

Interstate  Commerce  Commission, 

Bureau  op  Statistics, 
Washington,  May  17,  1918. 
Number  of  cars  and  locomotives  added  and  retired  in  the  United  States,  each  year, 
1908  to  1916. 

The  attached  sheet  covers  Class  I  roads  only,  but  these  roads  own  over  96  per  cent 
of  the  cars  of  all  steam  roads.  Annual  reports  for  the  calendar  year  1917  have  not 
yet  been  received  from  all  carriers. 

Number  of  cars  and  locomotives  added  and  number  retired  each  year  ended  June  30,  1908- 
1916,  Class  I  steam  roads,  United  States. 


Year  ended  June  30— 

Number  of  frciE;ht 
service  cars. 

Number  ol  oassen- 
s;er  service  cars. 

Number    ol    com- 
pany service  cars. 

Number    ol    loco 
motive'. 

Added. 

Retired. 

Added. 

Retired. 

Added. 

Retired. 

Added. 

Ketired. 

1908      

171,. 5.56 
67.92.5 
134;  593 
125.5.32 
97,972 
162,670 
150,813 
86,012 
88,254 

70, 976 
83, 223 
75,6.52 
68,031 
68,876 
96,82.5 
96,985 
90,347 
109,996 

2, 1S3 
1,786 
3,  .505 
4,2.50 
3,060 
2,823 
3,629 
2,664 
1,261 

1,6.30 
1,591 
1,914 
1.701 
1,387 
1,842 
1,854 
1,385 
2,156 

12,568 
7,322 
15,033 
12,931 
10, 630 
13,014 
12,354 
10, 228 
13,086 

5,978 
5,341 
6,818 
6,921 
8,800 
8,507 
8, 159 
11,787 
13,446 

3,227 
1,.549 
3,073 
3,694 
2,861 
4,381 
3,245 
1,114 
1,475 

1,140 

1909      

1,3.33 

1910      

1,452 

1911  

1,468 

1912 

1,858 

1913 

2,338 

1914       

1.862 

1915        

1,507 

1916 

2,576 

:eep 


Senator  Kellogg.  How  many  locomotives  does  it  take  to 
that  equipment  up  to  standard  ? 

Director  General  McAdoo.  I  will  have  to  give  you  those  statis- 
tics.    I  have  not  got  them  at  my  fingers'  end. 

Senator  Kellogg.  Your  other  assistants  will  give  that  ? 

Director  General  McAdoo.  If  I  am  not  mistaken,  the  annual 
consumption  of  locomotives  in  the  United  States  is  about  3,500  or 
4,000. 

Senator  Kellogg.  I  do  not  think  it  is  as  large  as  that. 

Director  General  McAdoo.  It  is  about  4,000.     That  is  about  right. 

Senator  Kellogg.  They  require  that  much  to  keep  up  with  the 
business,  but  not  to  keep  up  to  the  standard. 

Director  General  McAdoo.  I  am  speaking  about  the  orders;  the 
annual  increment  of  locomotives  is  about  4,()00. 

Senator  Kellogg.  This  year  you  have  only  purchased  542,  as  1 
understand  it. 

Director  General  McAdoo.  No:  there  have  been  delivered  about 
542. 

Senator  Kellogg.  So  that  the  locomotives  and  car  equipment  of 
the  country  is  decreasing  instead  of  increasing  ? 
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Director  General  McAdoo.  No;  I  would  not  say  that.  Numeri- 
cally, yes:  as  effective  units,  no.  In  other  words,  under  the  unifica- 
tion of  equipment  and  of  motive  power  we  really  have  increased  the 
effective  capacity  of  each  unit  to  such  an  extent  that  less  equipment 
is  demanded  than  would  be  demanded  under  the  competitive  system 
or  diversified  control. 

The  Chairman.  May  I  ask  right  here,  Mr.  Secretary,  is  there  any 
very  great  complaint  as  to  lack  of  rolling  stock  for  moving  commerce 
now  ? 

Director  General  McAdoo.  Not  as  to  freight  cars.  There  is  a 
very  serious  lack  of  passenger  equipment  because  of  the  undue 
demands  which  are  being  made  upon  it  for  handling  troops. 

The  Chairman.  There  is  no  complaint  with  reference  to  com- 
merce— the  movement  of  commerce  ? 

Director  General  McAdoo.  We  have  an  easier  car  supply  at  the 
present  than  we  have  had  at  any  previous  time  during  the  year. 

The  Chairman.  Is  it  adequate  now:  so  far  as  you  know? 

Director  General  McAdoo.  It  is  adequate  at  the  moment.  Of 
course,  replacements  are  necessary  for  obsolete  equipment. 

The  Chairman.  The  reason  I  asked  this  question — I  will  want  to 
ask  some  further  questions  when  you  get  through,  Senator — is  that 
I  wanted  to  bring  out  at  this  point  this  information,  because  1  con- 
sider it  very  germane. 

Senator  Kellogg.  I  have  one  or  two  other  questions  which  I 
desire  to  ask  and  then  I  will  have  concluded. 

Senator  Cummins.  You  say  there  is  no  serious  complaint  now  in 
re^rd  to  the  movement  of  freight  ? 

Director  General  McAdoo.  As  to  car  shortage,  yes. 

Senator  Cummins.  The  movement  of  freight  promptly  and 
speedily  ? 

Director  General  McAdoo.  I  think  so.  Mr.  Tyler,  who  is  Assis- 
tant Director  of  the  Division  of  Operations,  can  tell  you  more  about 
that  than  I  can. 

(The  following  statement  was  furnished  later  by  Director  General 
McAdoo:) 

The  movement  of  certain  commodities,  raw  materials  which  move  in  considerable 
bulk,  has  been  systematized  to  the  end  that  general  improvement  in  the  handling  of 
such  commodities  is  given.  This  particularly  refers  to  lake  coal;  ore  from  lake  docks 
to  the  furnaces;  lumber  from  the  Northwest;  copper,  lead,  and  zinc  from  the  West  and 
Southwest  to  eastern  consuming  points;  cotton  to  northeastern  mills;  oil  from  the 
Mid-Continent,  Wyoming,  and  Texas  fields  to  eastern  and  Gulf  ports;  phosphate  rock 
from  Florida  and  Tennessee  to  chemical  and  fertilizer  plants  in  the  Northeast,  and 
sundry  other  commodities  moving  in  less  volume. 

The  Pennsylvania  lines  west  have  maintained  data  indicating  that  their  hopper 
cars  which  included  movement  of  coal  to  the  Lakes  maintained  during  the  month  of 
September,  1918,  an  increased  average  mileage  per  car  per  day  of  15.3  per  cent  over 
the  corresponding  period,  1917.  The  mill  gondolas  of  the  Pennsylvania  Railroad 
maintained  during  the  month  of  September,  1918,  an  average  of  64.8  per  cent  greater 
mileage  per  car  per  day  than  during  the  same  period  of  1917.  This  would  indicate 
that  the  volume  of  Lake  coal  and  ore  and  to  a  certain  extent,  steel  products  must  have 
been  given  better  handling  than  during  the  previous  year. 

The  movement  of  lumber  from  the  Pacific  northwest  to  eastern  markets,  both  for 
Government  and  commercial  use,  was  organized  into  train-lot  movements  and  informa- 
tion coming  from  various  sources  indicates  that  this  movement  was  regular  and  prompt, 
giving  much  satisfaction  to  the  trade  generally.  It  is  also  a  fact  that  some  progress 
was  made  in  systematizing  the  movement  of  lumber  from  the  South. 

Definite  routings  have  been  fixed  for  the  handling  of  metals  from  the  West  and  South- 
west, such  products  being  shipped  daily  up  to  production  capacity,  and  advice  from 
the  trade  as  to  the  results  obtained  is  most  satisfactory. 
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Moveiiienl^  of  sulphur  from  the  T»^xi-  fir-Ids.  to  tho  con^uiuin',^  points  have  lirj:el7 
lieen  arranii;e  1  in  train  imit^  with  favorable  results  which  are  definitely  known. 

OiK-  of  the  principal  couinio  ity  niovenie'its  to  '.vhich  attentio:!  cm  be  dra\M]  a? 
an  example  of  improvement  in  service  is  that  of  oil.  This  also  was  systematized  into 
train-lot  movement.  Improvement  noted  by  the  oil  division  of  the  Fuel  Administra- 
tion, which  was  p^irticnlarly  interested,  was  remarkably  2;ooil  anfl  most  favorably 
commente  I  upon  on  different  occasio  s. 

In  the  handling  of  less-than-carload  frei^rht  the  fiaiires  for  October  1918  and  1917 
may  be  cited  and  which  represent  about  the  normal  improvement  shown  over  corre- 
sponding periols  of  previous  year.  In  October,  J 918,  for  instance,  the  pounds  of 
less-thau-carload  freiirht  per  car  were  16,170,  while  for  correspondin'r  period  in  1917 
the  figure  was  !4,S74,  percentage  of  increase  8.75  per  cent.  This  means  that  a  much 
greater  volume  of  merch  imlise  freisht  wa*  h  m  lied  (total  pounds  in  October,  19 L8,  was 
nearly  13,000,000,001))  in  much  less  equipment,  reflecting  fewer  cars  to  be  handled  at 
trar>gfers,  more  freedom  from  congestion  at  transfers,  and  hence  much  less  delay  to  the 
average  individual  shipment. 

It  is  definitely  known  that  under  the  shipping  day  plan,  which  is  now  well  started, 
less-than-carload  shipments  are  actually  movinfj  in  greater  volume  in  direct-destina- 
tion cai''^.  avoidino;  transfer,  and  hence  eliminating  much  delay  heretofore  experienced. 
New  England,  for  instance,  is  niakin?  straight  cars  for  San  Frincisco  where  heretofore 
this  freioiht  has  been  handled  through  various  transfers.  Test  was  made  showing  that 
cars  arrived  in  19  days,  wherea'^  les«-than-carload  freight  previously  might  take  one  to 
two  months  under  favorable  conditions  in  travelins:  this  distance. 

In  general,  it  seems  a  fair  statement  that  the  service  is  more  re2:nlar  and  dependable 
now  than  heretofore  under  the  heavy  strain  which  the  roads  have  been  calletl  upon 
to  bear. 

Senator  Cummins.  I  understand  in  some  parts  of  the  country  there 
is  a  very  serious  complaint  at  this  time. 

Director  General  McAdoo.  Can  you  tell  me  from  what  part  of  the 
country  it  comes  and  what  it  is  about  ? 

Senator  Cummins.  I  think  particularly  with  reference  to  the  move- 
ment of  live  stock. 

Director  General  McAdoo.  I  do  not  think  it  exists  now.  Let  me 
say  with  reference  to  this  live-stock  business,  that  that  matter  came 
to  our  attention  last  fall.  The  price  of  sheep  was  very  high.  For 
that  and  other  reasons,  everybody  wanted  to  ship  their  sheep  at 
once.  T  can  give  you  statistics  to  show  that  we  made  a  larger  move- 
ment of  live  stock 

Senator  Cummins.  I  am  in  receipt  of  some  very  serious  complaints 
in  my  own  State  in  regard  to  the  speed  of  freight  trains  in  getting 
live  stock  to  Chicago. 

Director  General  McAdoo.  I  should  be  very  glad  to  give  you  some 
illuminating  information  on  that,  Senator,  and  I  think  you  will  find 
that  the  situation  was  handled  very  much  better  than  heretofore. 
Mr.  Tyler,  will  you  prepare  some  data  on  that  live-stock  movement? 

Mr.  Tyler.  Yes,  sir. 

Director  General  McAdoo.  We  have  the  figures,  and  I  think  the 
figures  will  tell  the  story. 

The  following  statement  was  furnished  later  by  Mr.  McAdoo: 

Indicative  of  the  greater  movement  of  live  stock,  1  quote  below  the  combined  live- 
stock receipts  at  Kansas  City,  St.  Joseph.  St.  Louis,  South  St.  Paul,  Chicago,  Omaha, 
and  Sioux  City  for  the  year  1918,  compared  with  1917: 


Live  stock. 

191S 

1917 

Increase. 

Per  penc. 

Cattle 

12,09:^,000 
20,10.5,000 
ll,i'it2,000 

11,2S6,000 

20,887.000 

9, 983, 000 

1,707,000 
4,218,000 
2.009,000 

15 

Hogs 

20 

20 

Total 

50,090,000 

42,156,000 

7,931,000 

19 
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Th?  effect  of  the  zoninjj  system  nnd  tlic  rej^iilated  or  specKied  handlini;  of  live  stock 
has  resulted  <renerally  in  a  liett;^r  and  more  satisfactory  movement. 

The  annual  rep.irt  of  the  regional  director  fnr  the  southwestern  region,  j\ist  sub- 
mitted, shows  that  the  maintenance  of  live-^tock  train  schedules  has  been  clr)sely 
supervised  and  a  i::eneral  improvement  effected  natwithstandinij  the  principal  live- 
stock market  points  in  this  region  (Kansas  City.  St.  Louis,  and  Fort  Worth)  have 
enjoyed  very  substantial  increases  in  receipts,  ranging  from  7  to  62  per  cent  mcjuthly. 

The  annual  report  of  the  regional  director  for  the  eastern  region,  just  submitted, 
shows  that  arrangements  were  inaugurated  in  June,  with  the  concurrence  ano  cooper- 
ation of  the  shippers,  for  assembling  live  stock,  fresh  meat,  live  and  dressed  poultry, 
and  perishable  freidit  in  solid  trains  and  forwarding  from  Chicago,  St.  Louis,  Cin- 
cinnati. Buffalo,  and  other  western  points  on  specific  days  of  the  week  via  roads  best 
fitted  to  handle  them,  resulting  'n  a  reduction  of  the  feeding  requirements  fcr  live 
stock  and  in  the  number  of  fast  trains  required  to  handle  them.  The  decrease  from 
Chicago  alone  has  been  11  trains  per  day.  and  the  average  cars  per  train  of  high-class 
and  perishable  freight  has  increased  from  23  to  36. 

Senator  Cummins.  This  is  not  a  comparative  complaint.  It  has 
existed  heretofore  at  times,  but  I  am  given  to  understand  that  it  is 
pr(>tty  serious  now. 

Director  General  McAdoo.  My  point  is  this,  Senator,  that  I  think 
the  unified  control  has  met  that  situation  better  than  it  has  ever  been 
met  before. 

Senator  Kellogg.  There  is  one  other  question  I  would  like  to 
ask  you.  You  have  stated  that  certain  economies  have  been  brought 
about  by  Government  management.  The  specific  items  are  as 
follows  : 

"The  specific  items  which  produce  this  saving  include  the  unifica- 
tion of  terminals  and  stations,  the  elimination  of  passenger  service, 
reductions  in  organizations,  and  miscellaneous  economies." 

Now,  during  this  time  you  have  had  the  benefit  of  the  absolute 
power  to  route  freight  over  the  shortest  lines,  to  fill  the  trains,  to 
carry  large  trainloads,  without  regard  to  the  wishes  of  the  shipper. 
Have  you  not  made  an  elimination  of  a  lot  of  passenger  trains  and 
used  that  motive  power  thus  saved,  to  some  extent  for  freight? 
You  have  had  all  those  powers,  have  you  not? 

Director  General  McAdoo.  We  have  had  the  opportunities,  yes. 
That  is  one  of  the  advantages,  I  think,  of  unified  control. 

wSenator  Kellogg.  Of  course  that  can  be  worked  out  through 
private  ownership  with  the  proper  Government  supervision,  can  it 
not? 

Director  General  McAdoo.  I  am  not  so  sure  of  that.  It  is  a 
difficult  matter. 

Senator  Kellogg.  Now,  in  spite  of  these  economies,  in  spite  of 
the  fact  that  the  rates  have  been  increased  from  25  to  50  per  cent 
that  you  have  been  able  to  concentrate  traffic  and  take  essentials 
in  large  train  loads  and  large  carloads,  and  control  not  only  the 
shippers,  but  the  traffic,  I  notice  that,  for  10  months,  the  operating 
expenses  to  gross  earnings  have  increased  over  last  year  from  69.  S7 
per  cent  to  80.53  per  cent.     Can  you  explain  that? 

Director  General  McAdoo.  I  can.  That  is  very  simple.  In  the 
first  place,  we  were  running  the  railroads  to  meet  a  war  emergency 
which  necessitated  an  excessive  cost  of  operation  frequently. 

Senator  Kellogg.  Last  year — a  good  deal  of  the  year — they  were 
being  run  to  meet  a  necessity  brought  about  by  the  war? 

Director  General  McAdoo.  We  did  not  get  into  the  war  until  the 
6th  of  April. 
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Senator  Kellogg.  1917. 

Director  General  McAdoo.  That  is  what  I  say;  and  the  excessive 
cost  of  the  war  pressure  did  not  assert  itself  industrially  for  some 
time  after  that,  and  in  addition,  the  movement  of  soldiers  to  the 
cantonments  did  not  begin  until  September  of  that  year. 

Senator  Kellogg.  But  the  fact  remains 

Director  General  McAdoo.  Let  me  answer.  The  wages  of  labor 
and  the  working  conditions  in  1917  during  that  time  were  lower  than 
we  had  to  make  them  under  Federal  control.  There  was  an  ascending 
scale  of  wages  which  had  to  be  met,  because  fundamentally  railroad 
labor  was  much  underpaid  and  the  working  conditions  were  certainly 
not  what  they  should  have  been. 

Senator  Kellogg.  We  understand  that. 

Director  General  McAdoo.  I  beg  your  pardon.  You  asked  me  how 
I  explained  it,  and  I  want  to  explain  it  again,  because  I  think  it  is 
important  that  this  should  be  kept  in  mind:  There  has  been  a  constant 
effort  to  discredit  the  value  of  unified  control  by  contending  that  it  is 
a  failure  from  the  earning  standpoint.  I  do  not  think  that  is  the 
basis  from  which  we  should  approach  it.  That  is  the  reason  I  want 
to  test  it  under  peace  conditions,  under  normal  conditions,  so  that 
we  can  see  what  can  be  done.  Now,  under  war  conditions,  after  the 
Government  took  control  of  the  railroads,  we  had  to  increase  wages  of 
labor  and  alter  the  conditions  of  service  very  materially,  which  added 
immensely  to  the  cost.  We  also  had  to  meet  very  greatly  increased 
cost  of  fuel  and  supplies  of  all  kinds,  which  does  not  appear  in  the 
statements  for  1917.  I  think  the  deficit,  for  instance,  this  year,  will 
be  about  $136,000,000;  $140,000,000  represents  increased  cost  of  fuel 
alone,  if  we  say  nothing  about  wages.  The  increased  rates  did  not 
go  into  effect  until  six  months  after  Federal  control  had  been  in  effect. 

Senator  Kellogg.  I  am  speaking  about  after  the  rates  did  go  into 
effect. 

Director  General  McAdoo.  I  thought  you  were  speaking  of  the  10 
months'  period.     You  covered  the  10  months'  period  in  your  question. 

Senator  Kellogg.  I  mean  after  the  rates  went  into  effect.  You 
evidently  did  not  understand.  If  the  wages  of  labor  are  raised,  and 
I  have  no  doubt  that  that  raise  was  justified,  and  materials  are 
raised,  and  the  whole  thing,  we  will  say,  costs  $100,000,000  per  annum, 
if  you  raised  the  rates  enough  to  cover  it,  your  percentage  of  operating 
expenses  to  gross  earnings  would  be  exactly  the  same  as  before,  would 
it  not,  if  the  tonnage  movement  is  the  same  ? 

Director  General  McAdoo.  If  you  make  a  proportionate  raise  all 
around;  yes. 

Senator  Kellogg.  As  a  matter  of  fact,  your  tonnage,  according  to 
your  statement,  increased  only  1.9  per  cent,  did  it  not?  I  think  that 
was  your  statement. 

Director  General  McAdoo.  May  I  answer  your  question?  You 
were  speaking  about  the  last  four  months,  were  you  not  ? 

Senator  Kellogg.  Well,  take  any  one  of  them. 

Director  General  McAdoo.  Since  the  increased  rates  went  into 
effect  is  what  I  am  talking  about. 

Senator  Cummins.  May  I  suggest  you  take  the  month  of  October  ? 

Director  General  McAdoo.  Why  not  take  the  month  of  September  ? 
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The  Chairman.  Why  not  take  the  four  months  after  the  increase 
went  into  effect  ?     Then  you  will  get  a  better  average. 

Senator  Gore.  That  is  a  good  idea. 

Director  General  McAdoo.  You  really  want  to  get  the  facts,  I  un- 
derstand.    One  month  will  hardly  state  the  facts. 

The  Chairman.  Mr,  Secretary,  may  I  make  a  suggestion?  Will 
you  give  to  the  committee  the  y3eriod  from  the  time  you  increased 
wages  and  increased  rates,  or  take  from  the  time  you  increased  the 
rates,  and  give  the  committee  the  result? 

Senator  Gore.  Take  July,  August,  September,  and  October  for 
both  years. 

Senator  Poindexter.  Put  in  the  four  months. 

Senator  Kellogg.  Take  July. 

Director  General  McAdoo.  No;  I  said  take  September.  But  I 
prefer  to  take  the  four  months. 

Senator  Gore.  The  broader  your  base  the  better. 

Senator  Cummins.  Have  you  the  figures  showing  that  for  the  four 
months  ? 

Director  General  McAdoo.  I  present  a  table  that  we  hastily  made 
up  here 

Senator  Kellogg.  I  was  speaking  about  the  percentage  of  in- 
crease. 

Director  General  McAdoo.  I  am  going  to  give  it  to  you.  In  1918, 
gentlemen,  the  revenues  for  the  months  of  July,  August,  September, 
and  October  were  $1,950,786,144. 

Senator  Gore.  Please  state  that  again,  Mr.  Secretary. 

Director  General  McAdoo.  In  1918,  for  the  months  of  July,  August, 
September,  and  October — four  months — the  revenues  were  $1,950,- 
786,144.  In  1917,  for  the  same  four  months,  the  revenues  were 
$1,457,397,518.  Now,  deducting  the  back  pay  from  the  months  of 
July,  August,  September,  and  October — deducting  back  pay,  and 
simply  charging  against  those  months — the  regular  increased  pay 
and  expenses  for  that  time,  the  operating  costs  in  1918  were  $1,315,- 
000,000  in  round  numbers,  or  67.4  per  cent,  and  in  1917,  for  the  same 
months,  $990,195,225,  or  67.9  per  cent. 

Senator  Poindexter.  Is  there  any  back  pay  to  be  deducted  in 
1917? 

Director  General  McAdoo.  There  was  no  back  pay  to  be  deducted 
in  1917.  I  am  putting  these  figures  on  precisely  the  same  basis  as 
to  wages  and  labor  and  everything  else. 

Senator  Gore.  Have  you  copies  of  that,  Mr.  Secretary? 

Director  General  McAdoo.  I  will  put  this  in  the  record. 

117900— 19— VOL  1 7 
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The  statement  referred  to  follows: 

Revenues  and  expenses  of  Class  I  railroads  and  large  terminal  companies  for  the  months 
July  to  October,  inclusive,  1918  and  1917,  taken  from  summary  of  monthly  reports  of 
large  roads,  compiled  by  the  Bureau  of  Statistics,  Interstate  Commerce  Commission. 

[Decreases  are  indicated  by  italic  figures.] 


July. 

August. 

September. 

1918 

1917 

1918 

1917 

1918 

1917 

Railway  operating  reve- 

$468,379,804 
316,813,838 

$348,394,394 
237,809,378 

$502,759,622 
358, 987, 665 

$366,223,601 
246,918,741 

$488,135,960 
370, 604, 890 

$358,798,497 
244,316,681 

Railway   operating  ex- 

Net  operating  rev- 
enues   

151,565,966 

110,585,016 

143,771,957 

119,304,860 

117,531,070 

114,481  816 

Taxes 

15,803,327 
63,609 

14,898,911 
35, 803 

15, 596, 969 
51,907 

14, 774, 952 
.57,017 

16, 102, 550 
38, 567 

16, 797, 896 

Uncollectible      railway 

45, 993 

Railway     operat- 
ing income 

135,699,030 

95,650,242 

128,123,081 

104,472,891 

101,389,953 

97,637,927 

Equipment  rents 

Joint  facility  rent 

3,578,670 

1,432,275 

1,760,404 
1,285,218 

1,013,144 

1,586,694 

1,617,885 
1,468,951 

928,386 
1,422,817 

1,509,270 
1,146,160 

Net  operating  in- 

137,845,435 
67.64 

92,599,020 
68.26 

127,549,531 
71.40 

101,386,055 
67.42 

99, 038, 750 
75.92 

94,982,497 

68.09 

October. 

Four  months,  July  to  October,  inclusive 

1918 

1917 

1918 

1917 

Increase  or 
decrease. 

Railway  operating  revenues. . . 
Railway  operating  expenses 

$489,332,259 
383,372,566 

•5382,544,311 
260,057,219 

$1,950,786,144 
1,431,379,402 

$1,457,397,578 
990,195,225 

$493,388,566 
441, 184, 187 

Net  operating  revenues . . .'. 

105, 959, 693 

122,487,092 

519, 400, 742 

467,202,303 

52,204,379 

Taxes 

16, 396, 539 
51,929 

10,621,554 
97, 105 

64,200,201 
206,408 

62,671,651 
236, 199 

1,528,550 

Uncollectible  railway  revenue. . . 

29, 791 

Railway  operating  income . 

89,511,225 

105,768,433 

455, 000, 133 

404, 294, 513 

50, 705, 620 

Equipment  rents 

1,249,02s 
1,156,077 

1,937,173 
1,130,782 

2,479,934 

3,958,256 

7,212,355 
3,589,187 

9,092,289 

Joint  facility  rent 

369, 069 

87, 100, 126 
78.35 

102,700,478 
67. 9S 

453,521,811 
73. 3S 

393,492,971 
(17. 94 

60,028,840 
5.44 

1 
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The  following  table  was  submitted  later  by  Director  General 
McAdoo,  showing  a  final  statement  of  revenues  and  expenses  of 
Class  I  roads  and  large  terminal  companies  for  four  months,  July  to 
October,  inclusive,  1918  and  1917,  excluding  back  pay  and  including 
expenses  of  the  United  States  Railroad  Administration: 


1918 


1917 


Increase  or 
decrease.! 


Operating  revenues 

Operating  expenses: 

Railroads  (excluding  back  pay) 

United  States  Railroad  Administration 

Total  expenses 

Net  revenue  from  operation 

Taxes 

Uncollectible  railway  revenue 

Railway  operating  income 

Equipraent  rents 

Joint-facility  rent 

Net  operating  income 

Operating  ratio 


$1,950,786,144 


81,457,397,578 


$493,388,566 


1,315,107,326 
2 1, 939, 220 


990, 195, 225 


344,912,101 
1, 939, 220 


1,317,046,546 


990, 195, 225 


326,851,321 


633, 739, 598 

64,200,201 

206,408 

569,332,989 

2,479,934 

3,958,256 


567, 854, 667 
67.52 


467,202,363 

62,671,651 

236, 199 

404,294,513 

7, 212, 355 
S,  ■'^89, 187 


166, 537, 235 

1,528,550 

29, 791 

165, 038, 476 

9, 692, 289 

369,069 


393,492,971 
67.94 


174,361,696 
0.42 


'  Decreases  are  indicated  by  italic  figures. 

2  This  amount  represents  the  entire  expense  of  the  United  States  Railroad  Administration  for  the  four  - 
months  period:  whereas  the  statement  includes  the  revenues  for  Class  I  roads  and  large  terminal  com- 
panies only.  The  .United  States  Railroad  Administration  also  operates  several  hundred  small  railroads 
and  steamship  companies  and  several  canals. 

Director  General  McAdoo.  Now,  the  operating  ratio — that  is,  the 
ratio  of  expenses  to  revenue 

Senator  Kellogg.  Gross  revenue. 

Director  General  McAdoo  (continuing).  To  gross  revenue,  for  the 
four  months  of  1918,  was  67.52  per  cent,  and  in  1917,  it  was  67.94  per 
cent;  in  other  words,  it  was  in  favor  of  the  unified  operation,  even 
under  war  conditions. 

Senator  Kellogg.  Those  figures  do  not  agree  with  the  report  of 
the  Interstate  Commerce  Commission. 

Director  General  McAdoo.  The  Interstate  Commerce  Commission 
reports  do  not  show  the  data  as  to  back  pay  and  I  am  deducting  the 
back  pay  which  was  distributable  over  those  months.  If  you  want 
figures  that  are  comparative,  you  must  make  those  deductions  for 
back  pay. 

Senator  Kellogg.  I  think  we  should  have  detailed  statements  for 
each  of  those  months.     I  asked  you  for  that  yesterday. 

Director  General  McAdoo.  And  we  shaU  be  very  glad  to  give  them 
to  you. 

The  following  statement  was  submitted  later  by  Director  General 
McAdoo: 

BACK   PAY   BY   MONTHS   FOR  THE   10   MONTHS   ENDED   OCTOBER   31,  1918. 

This  information  is  not  available  by  months  for  the  reasons  stated  in  the  note  at  the 
foot  of  the  succeeding  statement. 

There  was  no  actual  back  pay  included  in  the  accounts  for  the  five  months  ended 
May  .31,  and  the  amount  of  additional  compensation  allowed  by  General  Order  No.  27, 
applicable  to  that  period  was  $230,731,277,  as  shown  on  the  following  statement. 

The  expenses  for  the  month  of  June  included  $133,043,201  back  pay,  applicable  to 
the  five  months  ended  May  31,  1918.  No  back  pay  was  included  in  the  expenses  for 
the  month  of  July. 

Back  pay  included  in  the  accounts  for  the  four  months  July  to  October,  inclusive, 
amounted  to  $116,272,076,  but  the  amount  included  in  each  month  is  not  yet  available, 
although  being  compiled  by  the  roads  as  explained  in  the  following  statement. 
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Back  pay  included  m  accounts  for  months  oj  July  to  October,  191S,  inclusive. 

Back  pay  included  in  operating;  expenses.  July  to  October,  inclusive. .  $116;  272,  076 

The  amount  included  in  each  month  separately  is  not  readily  ob- 
tainable. 
The  forego in<?  estimate  is  based  as  follows: 

Final  report  of  increas':is  caused  by  General  Order  No.  27  and  Sup- 
plement No.  4,  both  of  which  were  retroactive  to  January  1,  shows 

(for  the  months  January  to  May,  inclusive) 230,  731,  277 

Of  this  amount  there  was  included  in  June  expenses 133,  043,  201 

Leaving  (included  in  the  months  July  to  October) 97,  688,  076 

In  addition,  these  months  included  the  back  pay  for  the  month  of 
June  on  Supplement  No.  4,  which  was  not  put  out  until  after  the 
June  accounts  were  closed 18,  584, 000 

Total 116,  272,  076 

Note.— The  carriers  were  not  required  to  report  each  month  the  back  pay  included 
in  the  expenses,  and,  consequently,  this  information  was  not  available  from  the  records 
in  Washington.  Immediately  after  the  hearing  on  January  4,  all  of  the  Class  I  rail- 
roads were  instructed  by  telegraph  to  report  the  back  time  included  in  the  accounts 
for  each  of  the  months  from  July  to  October,  inclusive.  This  information  is  now 
being  assembled  but  as  yet  complete  reports  have  only  been  received  from  two  roads. 

Senator  Kellogg.  Your  figures  do  not  compare  with  the  reports 
of  the  Interstate  Commerce  Commission — they  are  nowhere  near 
them. 

Director  General  McAdoo.  The  Interstate  Commerce  Commission's 
figures  do  not  make  the  deductions  for  back  pay  that  I  am  telfing  you 
about.  For  instance,  in  the  month  of  June  last,  we  charged  up  back 
pay — retroactive  back  pay — against  operating  expenses  for  the 
month  of  June,  amounting  to  $133,000,000.  The  month  of  June, 
under  Government  operation — unified  operation — was  quite  a  bad 
one  for  this  reason — I  do  not  think  it  is  fair  to  take  the  month  of 
June  as  indicative  of  operating  conditions  for  the  whole  year.  As 
soon  as  the  returns  come  in,  a  detailed  statement  of  operations  under 
Government  control  for  the  year  1918  will  be  submitted.  You  know 
those  figures  are  not  available  until  about  six  weeks  afterwards. 

The  Chairman.  Your  back  pay  ran  from  January  1,  1918,  and 
your  increased  rates  began  when  ? 

Director  General  McAdoo.  About  July  1. 

The  Chairman.  There  was  an  interval  there  of  about  six  months. 

Director  General  McAdoo.  Six  months  increase  of  rates  to  carry 
12  months  increase  of  wages  and  supplies. 

The  Chairman.  And  a  twelve  montlis  period  of  increased  wages. 

Director  General  McAdoo.  Please  keep  this  in  mind:  Six  months 
increased  rates — that  is,  freight  and  passenger  rates — are  supporting 
and  carrying  twelve  months  increases  in  wages,  and  increased  cost 
of  materials  and  supplies  of  all  kinds.  If  the  increased  rates  had 
been  in  effect  on  the  1st  of  January,  1918,  instead  of  the  1st  of  July, 
1918,  we  should  have  met  all  of  the  operating  expenses,  including 
these  increases  of  wages,  and  have  had  a  surplus  of  probably  more 
than  $100,000,000.  But,  you  see,  we  got  the  benefit  of  these  increased 
rates  six  months  after  the  increase  of  wages,  and  increased  cost  of 
supplies  began  to  operate. 

Senator  La  Follette.  And  we  have  had  a  very  serious  winter. 

Director  General  McAdoo.  We  also  had  a  very  serious  winter. 
You  must  also  remember  that  when  the  railroads  were  taken  over, 
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with  tlie  congestion  then  existing,  and  with  the  extraordinary 
paralysis  of  transportation  in  the  eastern  district,  especially,  enor- 
mous expenditures  on  the  part  of  the  Government  were  necessary  to 
clear  up  the  situation.  I  do  not  know  how  much  it  cost  to  clear  the 
Pennsylvania  System  alone  so  that  it  would  function;  it  was  in  very 
bad  shape. 

Senator  Cummins.  How  much  back  pay  did  you  expend  after  the 
1st  of  July  ? 

Director  General  McAdoo.  I  am  getting  those  figures  for  you. 
They  are  not  ready  yet. 

Senator  Cuivimins.  I  had  supposed  you  had  made  your  back  pay- 
ment before  that  time,  covering  the  first  of  the  year. 

Director  General  McAdoo.  All  back  pay,  included  in  operating 
expenses,  for  the  period  from  July  to  October,  inclusive,  amounted  to 
$116,272,076.     I  am  not  giving  5^ou  the  details. 

Senator  Townsend.  How  much  was  paid  on  July  1  ? 

Director  General  McAdoo.  The  back  pay  for  the  four  months  in 
question  amounted  to  $116,272,076.  Statement  of  all  back  pay  will 
be  submitted  to  the  committee. 

(This  question  was  explained  by  exhibit  included  as  note  on  a 
preceding  page.) 

Senator  Kellogg.  It  ought  to  go  by  months  after  the  rate  increase, 
so  that  each  month's  statement  can  be  recast. 

Director  General  McAdoo.  We  will  give  you  the  distribution  of  it 
by  months,  Senator.  You  can  see,  if  you  deduct  those  back  pay- 
ments from  the  four  months  of  1918,  your  operating  ratio  to  income 
was  67.52  under  unified  control,  and  67.94  per  cent  for  the  same  period 
under  private  control. 

Senator  Kellogg.  What  we  want  are  the  facts.  They  are  not  in 
your  statement  and  we  have  had  no  statement  of  them  here.  You 
simply  ssij  the  rates  have  been  increased,  but  you  do  not  say  how 
much. 

Director  General  McAdoo.  You  are  welcome  to  the  information, 
and  I  shall  be  glad  to  supply  it. 

Senator  Kellogg.  I  notice  in  a  publication  of  the  Railroad 
Administration,  a  statement  covering  some  12  or  14  pages,  of  the 
central  administration  in  Washington,  we  will  call  it,  exclusive  of  the 
regional  administrations,  giving  the  heads  of  the  various  depart- 
ments. Can  you  file  a  statement  showing  the  number  of  employees 
other  than  those  given  here  under  each  one  of  these  departments  ? 

Director  General  McAdoo.  Certainly.  We  have,  I  think,  about 
1,100  employees  in  Washington  in  the  Railroad  Administration. 

Senator  Kellogg.  I  am  speaking  about  those  traveling  all  over 
the  country  and  everywhere  else. 

Director  General  McAdoo.  I  will  give  you  a  statement  of  the  entire 
number  of  men  employed. 

Senator  Kellogg.  Does  the  1,100 — or  whatever  it  is — include  the 
men  under  the  direction  of  these  heads,  traveling  over  the  country  ? 

Director  General  McAdoo.  That  does  not  include  inspectors. 

Senator  Kellogg.  I  want  the  inspectors  and  every  other  employee 
employed  under  the  direction  of  this  central  administration — not  the 
operating  regional  administrations. 

Director  General  McAdoo.  We  will  give  you  that. 
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Senator  Kellogg.  Are  those  expenses  charged  to  the  Government 
or  charged  to  the  railroads  ? 

Director  General  McAdoo.  Those  expenses  are  charged  to  the 
central  administration  here  at  Washington  and  Mr.  Hines  calls  my 
attention  to  the  fact  that  they  are  not  included  in  the  figures  I  gave 
this  morning.  We  will  include  them  in  the  final  statement.  They 
affect  the  results  very  slightly. 

Senator  Kellogg.  The  costs  of  the  central  railroad  administration 
are  not  included  in  the  operating  figures  ? 

Director  General  McAdoo.  They  are  not  included  in  the  figures 
I  have  just  given,  but  we  will  distribute  them. 

Senator  Kellogg.  Another  thing.  The  railroads  over  the  coun- 
try— the  corporations — have  been  required  to  maintain  their  own 
corporate  organization,  their  presidents,  their  executive  officers,  so 
far  as  they  thought  it  necessary  to  look  after  their  other  properties, 
and  their  organization;  they  have  been  required  to  pay  for  those 
themselves  ? 

Director  General  McAdoo.  Yes. 

Senator  Kellogg.  They  are  not  included  in  your  figures  ? 

Director  General  McAdoo.  The  corporate  organizations  are  not  an 
expense  of  the  Federal  administration. 

Senator  Kellogg.  When  they  were  under  private  operation  they 
had,  of  course,  to  pay  their  own  expenses.     All  these  things  went  in. 

Director  General  McAdoo.  And  that  is  included  in  their  statement 
of  expenses. 

Senator  Kellogg.  But  it  is  not  included  in  your  operating  ex- 
penses. 

Director  General  McAdoo.  No;  it  is  not  a  part  of  it. 

Senator  Kellogg.  The  expenses  of  this  central  organization  are 
not  included  in  your  figures  ? 

Director  General  McAdoo.  No;  they  will  be  included  in  the  state- 
ment we  shall  give  you. 

(Director  General  McAdoo  later  submitted  the  following  statement 
covering  the  questions  asked  above:) 

Central  administration. 

Number  of  officers  and  employees  at  Washington 1, 193 

Number  of  officers  and  employees  outside  of  VVashington  (including  106  cen- 
tral administration  traveling  representatives,  supervisors,  and  inspectors) .  227 

Total  officers  and  employees 1,  420 

Total  pay  roll  for  December,  1918 1280,  600 

Regional  administration. 

Number  of  officers  and  employees 1, 079 

Total  pay  roll  for  December,  1918 1252,  500 

Note. — All  figures  are  based  on  pay  roll  for  second  half  of  December,  1918. 
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Central  administration. 
lOfHcers  and  employees  by  divisions,  December,  1918.) 


Division  directors 

Director  General's  Office 

Assistant  Director  General's  Office 

Division: 

Finance  and  Purchases 

Operation 

Pn  blic  Service  and  Accounting 

Law 

Traffic 

Capital  Expenditures 

Labor 

Inland  Waterways 

Actuary 

Board  of  railroad  wages  and  working  conditions 


Officers. 

Employees, 

7 

2 

173 

3 

20 

6 

88 

31 

526 

5 

162 

9 

61 

18 

124 

2 

41 

3 

52 

1 

11 

2 

28 

6 

39 

Senator  Kellogg.  That  is  all  I  wish  to  ask. 

Senator  Townsend.  Now,  Mr.  Secretary,  while  1  have  some 
doubt — I  do  not  care  to  have  you  discuss  them — as  to  the  right  of 
Congress  to  extend  this  period  for  five  years  without  being  subject 
to  the  duty  of  confiscating  the  property,  the  whole  of  it,  if  the  rail- 
roads refuse  to  enter  into  cooperation  with  you — and  that  is  a  serious 
question  with  me — but  you  have  expressed  your  opinion  about  it, 
and  I  do  not  care  to  discuss  it.  Wliat  you  are  interested  in  and  what 
T  am  interested  in,  in  regard  to  this  question,  is  this  proposition  of 
extending  the  time  for  five  years.  I  am  not  clear  that  I  got  the  force 
of  your  argument,  that  you  will  have  less  difl!iculties,  or  the  people 
will  have  fewer  difficulties  at  the  end  of  the  period,  or  at  the  legis- 
lative period  of  the  congressional  act,  if  you  extend  it  five  years. 
You  are  now  meeting  some  difficulty,  since  the  end  of  the  war,  be- 
cause of  the  lack  of  full  cooperation  on  the  part  of  the  railroads.  They 
are  questioning  some  of  the  things  you  are  doing.  Wliy  do  you  think 
they  will  not  question  those  same  things  at  the  end  of  three  years,  or 
four  years,  at  the  time  when  the  Congress  will  probably  be  called  upon- 
to  act  ? 

Director  General  McAdoo.  I  do  not  mean  to  say  they  will  not 
question  them  at  the  end  of  that  time.  I  think  they  will  question 
them  whenever  the  final  settlement  comes,  anyway.  If  the  period 
is  very  brief,  it  is  natural  that  they  should  be  unwilling  to  cooperate 
with  you  in  entering  upon  a  comprehensive  program  of  improve- 
ments or  in  the  purchase  of  necessary  equipment,  and  that  sort  of 
thing,  when  they  feel  that  there  may  be  an  advantage  in  holding 
back,  or  in  preventing  these  things  until  they  get  possession  of  the 
properties  again. 

Senator  Townsend.  What  advantage  could  possibly  accrue  to 
them  by  doing  that  ? 

Director  General  McAdoo.  They  might  think  that  they  can  do  the 
work  cheaper,  that  the  wages  of  labor  or  the  market  price  of  com- 
modities may  be  less,  or  for  any  other  reason.  For  instance,  that 
they  could  force  the  Government  to  undertake  essential  improve- 
ments and  finance  them  with  the  prospect  that  the  Government 
might  not  be  able  to  fasten  the  charge  on  the  corporations.  You 
know  it  might  be  possible  to  obstruct  or  delay  vital  improvements 
for  a  short  time,  say  21  months,  when  it  would  not  be  possible  to 
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delay  them  for  five  years.  The  properties  must  be  kept  up  during 
the  five-year  period.  The  owners  would  have  to  cooperate  with  the 
Government  to  keep  them  up  because  it  would  be  to  their  interest 
to  do  so. 

With  Federal  control  automatically  disappearing,  as  under  the 
present  law,  the  corporate  officers  might  feel  that  it  is  to  their  inter- 
est to  delay  many  improvements  that  should  be  begun  and  carried 
forward  without  interruption.  Such  improvements  may  not  be 
susceptible  of  completion  within  the  21  months'  period,  and  then, 
again,  the  corporate  officers  may  not  entirely  agree  with  the  Rail- 
road Administration  as  to  the  form  or  character  of  the  improvements 
that  should  be  made.  The  Government  is  considering  now  many  of 
the  improvements  that  are  proposed  and  will,  therefore,  either 
have  to  proceed  upon  its  own  initiative,  where  agreements  can  not 
be  made  with  the  corporations,  and  take  its  chances  in  litigation 
upon  the  liquidation  of  Federal  control,  or  it  will  have  to  defer  these 
improvement  altogether  until  the  fate  of  the  railroads  has  been 
definitely  determined. 

There  are  other  reasons  why  it  would  be  more  difficult  to  get 
corporate  cooperation  under  so  short  a  tenure,  which  would  not 
prevail,  I  think,  under  the  long  tenure,  because  everyone  would 
recomize,  once  it  was  determined  that  a  test  period  of  five  years 
should  be  made,  that  it  would  be  useless  to  try  to  postpone  essential 
things  for  five  years.  It  might  be  possible  to  postpone  them  for 
one  or  two  years,  but  it  would  not  be  possible  to  postpone  them  for 
five  years,  and  so  I  feel  that  once  that  thing  were  settled,  the  inter- 
ests of  the  corporations  and  of  the  public,  during  the  five-year  period 
would  be  more  harmonious  than  they  would  be  under  a  snorter 
period;  that  things,  in  other  words,  would  have  to  be  done  that 
could  not  be  deferred,  and  that,  thereafter,  they  would  have  to  go 
along  together. 

I  think  one  of  the  most  serious  things  about  the  short  control  is 
.the  question  of  the  morale  of  the  organizations  themselves.  I  do 
not  believe  that  it  will  be  possible  to  maintain  as  high  a  morale 
under  a  rapidly  disappearing  control  as  under  a  control  that  is  more 
prolonged.  At  least  for  two  or  three  years  out  of  the  five-year  period 
there  will  be  no  disturbing  questions  for  employees  or  officers. 

Under  the  present  condition  the  time  is  shortening  verv  rapidly; 
21  months  is  not  a  long  time,  and  each  month  that  passes  brings  the 
officers  and  men  under  Federal  control  nearer  and  nearer  to  the  time 
when  a  change  must  be  made;  and  if  they  have  got  to  go  back  to 
private  control,  they  do  not  know  what  their  status  will  be,  and 
1  think  that  would  ne  a  source  of  continual  ferment  and  anxiety  to 
officers  and  employees  alike. 

Now,  gentlemen,  let  me  say  this:  I  feel  also  and  I  do  not  wish  to 
over-emphasize  it — it  may  be  that  I  am  not  justified  in  my  feeling — 
that  it  is  always  difficult,  in  the  face  of  an  impending  presidential 
campaign  to  keep  this  sort  of  thing  out  of  politics — at  least  to  some 
extent. 

If  the  raihoads  are  held  for  this  21-months  period  with  a  rapidly 
diminishing  Federal  control  the  employees  of  the  raihoads  will  them- 
selves become  the  objects  of  i:)olitical  solicitation  for  support  for 
some  )nxrticular  plan  or  for  some  political  ])urpose  -and  that  does 
not  a])ply  to  any  one  party;  it  will  apj^l}"  to  all  parties;  everybody  in 
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a  political  campaign,  all  candidates  want  votes,  Democrats  and 
Republicans  alike;  and  the  result  will  be  that  the  employees  of  these 
railroads — something  like  two  million  of  them — will  be  kept  in  a 
state  of  political  ferment  and  solicitation  during  this  period  of  time, 
which,  I  think,  will  be  highly  destructive  of  the  morale  and  seriously 
demoralizing  in  its  effects.  One  thing  is  certain,  the  railroads  of  the 
United  States  must  be  kept  out  of  politics.  I  have  religiously  pre- 
vented the  injection  of  any  politics  into  the  operation  ol  these  rail- 
roads during  ^Federal  control.  The  officers  whom  I  have  appointed 
were  in  nearly  every  instance  the  officers  employed  by  the  private 
corporations  and  they  were  selected  without  reference  to  politics;  I 
do  not  know  their  politics;  and  the  men  whom  I  appointed  as  regional 
directors  of  the  railroads,  I  do  not  know  their  politics  either.  I 
believe  I  know  the  politics  of  one  of  them,  and  he  is  a  Republican. 
But  I  do  not  care  what  their  politics  are;  they  were  selected  solely 
because  I  thought  they  had  the  requisite  ability  to  properly  run  these 
railroads  in  the  interest  of  the  people  of  the  United  vStates. 

Now,  if  for  political  reasons,  or  from  political  incentive,  or  from 
political  agitation  and  interference,  or  for  the  reason  that  there  is  to 
be  a  change  of  masters  soon,  a  change  from  the  mastership  of  Uncle 
Sam  to  the  mastership  of  the  private  corporations  and  for  other  things 
that  will  enter  into  it  under  the  short  tenure,  which  I  have  described, 
there  is  a  lowerino;  of  the  morale  of  railroad  employees  throughout 
the  country,  it  will  work  not  only  for  inefficiency  in  operation,  but 
it  will  also,  because  of  that  inefficiency,  produce  serious  risks  in  the 
safety  of  operation,  not  only  to  those  who  travel  but  also  to  the 
commerce  and  industry  of  the  country. 

Senator  Townsend.  And  your  proposal  simply  defers  that  for 
five  years  instead  of  two  years;  instead  of  settling  it  now  you  will 
have  the  same  conditions  to  meet  when  you  attempt  to  turn  them 
over  after  your  five-year  experiment,  will  you  not  ? 

Director  General  McAdoo.  I  do  not  think  so,  Senator,  for  this 
reason:  If  you  have  a  period  of  five  years  of  Federal  control  here  is 
what,  in  my  judgment,  will  happen:  Immediately  there  will  be  a 
composure  of  all  the  present  agitation  and  uncertainty  in  railroad 
circles  about  what  is  going  to  happen.  There  will  be  a  definite 
objective  to  work  to,  and  everyone  wiU  reconcile  themselves  to  the 
situation. 

Senator  Townsend.  It  seems  to  me  that  you  are  begging  the 
question  now;  that  you  are  just  going  to  create  more  disturbance  by 
extending  the  time  five  years  and  prolonging  it  over  five  years  instead 
of  two,  because  you  know  this,  Mr.  Secretary,  that  while  we  speak  of 
"twenty-one  months,"  you  have  21  months  after  peace  is  declared, 
and  we  have  at  least  two  years,  as  we  all  know,  to  continue  this 
experiment,  if  we  try  it  now. 

Director  General  McAdoo.  I  am  not  begging  the  question;  at  least, 
I  do  not  mean  to.  On  the  contrary,  we  are  both  expressing  opinions 
about  the  same  thing. 

Senator  Townsend.  Yes. 

Director  General  McAdoo.  Concerning  which  I  am  willing  to  admit 
that  there  may  be  honest  differences  of  opinion;  because  I  can  read 
the  future  no  more  clearly  than  you  can,  if  as  clearly.  I  am  arguing 
from  my  experience  with  the  railroads  for  the  past  year.  Now,  if 
you  have  a  five-year  control,  it  is  certain  that  with  respect  to  the 
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first  three  years  of  that  control  you  can  operate  these  raih-oads  with- 
out any  fear  of  changes  in  the  management;  let  us  say  for  three  years, 
anyway. 

Senator  Townsend.  And  only  two  now? 

Director  General  McAdoo.  And  only  two  now.  At  the  end  of  the 
two-year  period  everyone  knows  that  the  entire  time  is  gone,  while 
at  the  end  of  the  first  three  years  of  the  five-year  period  everyone  wiU 
know  that  there  are  two  more  years  to  go  within  which  to  legislate 
for  a  permanent  solution  of  the  problem;  but  whether  Congress 
legislates  or  not,  all  will  know  that  it  is  a  five-year  test  period  fixed 
by  law,  will  give  stability  to  railroad  operation,  and  will  satisfy  the 
officers  and  men  alike  that  there  is  a  definite  tenure,  and  that  they 
can  go  forward  with  their  work  on  a  definite  basis  of  stability  of 
control  for  a  definite  and  sufficient  period. 

Senator  Townsend.  Is  your  proposition  that  they  should  not  be 
turned  back  under  circumstances  within  five  years? 

Director  General  McAdoo.  Yes ;  unless  Congress  legislates  in  the 
meantime.  If  I  were  going  to  enter  upon  a  five-year  test  period,  I 
should  not  reserve  power  to  the  President  to  relinquish  them  before 
the  termination  of  that  period.  The  purpose  of  the  test  would  be  a 
five-year  tenui'e,  definitely  fixed. 

Now,  I  believe  that  no  one  who  has  not  been  immersed  in  the  rail- 
road problem  and  satm-ated  with  it  dm-ing  the  past  year's  expeiience 
with  Federal  control,  can  appreciate  so  well  as  one  who  has  been 
imjnersed  in  it  the  value  of  stability  and  composm-e  in  the  operation 
of  the  railroads.  We  have  had,  dm-ing  the  year  of  Federal  control, 
constant  ferment,  due  not  alone  to  war  conditions,  but  as  weU  to  the 
necessity  of  readjusting  wages  and  putting  them  and  working  condi- 
tions on  a  stable  and  fan-  basis,  as  well  as  to  many  other  causes,  which 
I  need  not  describe.  I  look  forward,  therefore,  with  a  great  degree  of 
confidence  to  a  demonstration  of  the  benefits  of  unified  control  and 
operation  during  a  period  of  composure  and  stability,  which  I  know 
will  develop  many   things  of  infinite  value  to  the  public. 

It  makes  no  difference  to  me,  personally,  whether  the  time  be 
extended  or  not;  I  am  merely  putting  forward  mv  views  for  what 
they  may  be  worth,  as  the  result  of  the  experience  1  have  had. 

Senator  Townsend.  I  understand  that. 

Director  General  McAdoo.  Evidently  it  is  in  the  minds  of  many 
that  the  ope  -ating  results  for  a  year,  even  under  these  war  conditions, 
and  in  these  abnormal  times,  are  of  essential  importance  in  deter- 
mining the  future  of  the  railroads.  I  read  it  in  the  papers  constantly. 
The  one  thought  that  seems  to  be  uppermost  in  the  minds  of  some 
who  write  about  this  thing  is:  Was  there  a  deficit  this  year  or  was 
there  not?  Now,  if  that  is  the  important  thing,  if  that  is  the  crux 
of  the  situation — and  I  do  not  admit  that  it  is,  but  I  think  it  does 
have  a  bearing  on  it — and  if  so  many  people  think  it  is,  then  let  us 
have  a  fair  test  under  composed  and  stable  conditions,  without 
ferment  or  agitation,  of  railroad  operation  under  this  unified  control, 
which  will  demonstrate  to  the  American  people  what  the  possibilities 
of  the  unified  system  are.  I  think  such  a  test  would  indicate  very 
clearly  what  the  remedy  should  bo. 

One  word  more:  I  am  sorry  to  make  such  a  long  statement,  but  I 
want  to  try  to  give  you  my  perspective  of  it.  Let  us  take  the  ques- 
tion of  improvements.     Tliere  are  many  vital  and  necessary  improve- 
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ments  that  ought  to  go  forward,  but  which  can  not  be  undertaken 
in  a  21-months'  or  a  two-years'  period,  with  any  hope  of  completing 
them  and  getting  the  benefits  of  the  operating  results  in  that  time. 

In  a  five-year  period  you  could  lay  out  an  intelligent  program  of 
improvements.  Many  terminals  could  be  consolidated;  many  essen- 
tial grade  revisions,  for  instance,  could  be  made;  curvature  elimina- 
tions, or  reductions  of  curvatures;  double  tracking  and  realignments 
of  tracks;  and  increased  and  improved  terminal  facilities  of  various 
kinds  could  be  provided.  All  of  this  takes  time.  With  a  five-year 
control  you  could  plan  comprehensively  for  a  certain  amount  of 
important  work  and  you  could  carry  it  forward  and  complete  it  so 
as  to  realize  the  benefits,  at  least  partially,  before  the  period  expired, 
and  by  that  time  you  would  undoubtedly  get  remedial  legislation  by 
Congress,  based  upon  adequate  knowledge. 

I  should  like  to  call  attention  to  one  or  two  very  pregnant  facts 
with  respect  to  improvements.  This  is  typical  of  what  exists  in  the 
railroad  situation  all  over  the  country.  1  quote  from  a  report  of  the 
regional  director  at  Atlanta,  Ga.,  dated  December  29,  1918: 

On  one  of  our  lines  an  expenditure  of  approximately  $3,000,000  for  installation  of 
bridges  which  will  permit  use  of  modern  power  would  yield  a  return  of  approximately 
$500,000  a  year. 

That  is,  there  would  be  a  saving  of  $500,000  a  year. 

On  another  line  an  expenditure  of  $4,000,000  for  new  bridge  work  would  enable 
annual  savings  in  freight  train-miles  worth  approximately  $700,000.  The  region  is 
full  of  bridges  which  are  carrying  loads  right  up  to  the  present  capacity,  even  under 
the  use  of  small,  and  therefore  inadequate,  locomotives.  Much  money  can  be  profit- 
ably expended  for  bridges  and  larger  power.  Another  direction  in  which  large 
expenditures  would  bring  fine  results  is  in  the  matter  of  engine  terminals  and  repair 
shop  facilities.  Well-maintained  power  is  the  heart  of  good  and  economical  railroad 
operation.  To-day's  power  can  not  be  maintained  in  shops  and  roundhouses  which 
were  more  or  less  out  of  date  5  or  10  years  ago. 

All  over  the  United  States  3^ou  find  similar  conditions.  Let  me 
call  your  attention  to  the  Boston  &  Maine  Railroad,  which  has  been 
in  the  hands  of  a  receiver.  The  Federal  Railroad  Administration  has 
been  trying  to  further  its  proper  reorganization.  All  over  that  sys- 
tem the  bridges  are  too  light  and  it  is  operating  at  a  high  pomt  of 
inefficiency  because  it  has  not  modern  power,  and  it  can  not  operate 
modern  power  or  equipment  over  those  light  bridges.  The  substi- 
tution of  bridges  capable  of  carrying  the  maximum  weight  of  locomo- 
tive, together  with  modern  roundhouses,  shops,  and  other  iniprove- 
ments  that  are  necessary,  would,  in  my  opinion,  transform  the  Boston 
&  Maine  Railroad  into  a  highly  profitable  system,  and  would  enable 
it  to  furnish  efficient  transportation  to  the  public  and  at  lower  cost 
than  is  possible  to-day. 

The  same  thing  applies  throughout  the  countr}^. 

Any  sort  of  reasonable  program  of  improvement  and  expenditure 
would  mean,  in  my  judgment,  the  necessity  for  a  longer  period  than 
two  years  in  which  to  carry  it  out. 

Senator  Townsend.  I  understand  that  part  of  your  proposal ; 
and,  as  you  say,  one  man's  guess  is  perhaps  as  good  as  anotlier's. 
I  am  inclined  to  believe  that  there  will  be  more  confusion  than  order 
as  a  result  of  leaving  this  question  open  in  this  way,  when  you  must 
depend  upon  the  cooperation  of  railroad  men  to  make  a  success 
of  whatever  you  do.     Now,  if  you  are  right  about  it,  or  if  those  who 
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criticise  tlie  railroad  men  are  right  about  it — that  the  raih'oad  men 
are  opposed  to  this — it  stands  to  reason  that  they  are  not  going  to 
assist  any  more  than  is  necessary  in  a  program  of  that  kind,  unless 
it  is  to  their  advantage.  If  these  things  are  to  then-  advantage, 
it  occurs  to  me  that  they  will  cooperate;  but  here  is  another  point 
that  I  want  to  get  to:  Now,  I  do  not  say  this  with  any  idea  of  being 
fulsome  in  my  compliments  at  all,  because  I  am  speaking  the  truth. 
I  have  great  respect  for  your  ability ;  I  think  that  you  are  one  of  the 
shining  examples  of  business  ability  connected  with  this  administra- 
tion; but  you  are  going  now  to  leave  this  Railroad  Administration 
and  some  other  man  is  coming  in  to  experiment.  It  is  his  ideas  that 
will  be  carried  out,  and  not  yours,  in  the  future.  Now,  what  those 
ideas  are  going  to  be  nobody  can  tell,  and  it  is  all  going  to  be  carried 
out  according  to  what  he  thinks  is  the  proper  thing  to  do ;  but,  as 
Senator  Kellogg  and  others  have  said,  that  wiU  give  us  no  light  on 
other  propositions  that  we  are  all  interested  in.  We  want  to  know 
what  the  real  trouble  is  with  reference  to  this  situation — what  the 
real  truth  of  the  situation  is. 

Now,  I  say  it  seems  to  me  that  while  you  have  a  theory  as  to  what 
you  would  do,  if  you  had  the  right  oi  way  and  could  control  the 
whole  situation,  even  that  is  subject  to  doubt  in  the  minds  of  some 
of  us,  as  to  whether  you  could  bring  order  out  of  chaos,  just  such 
as  exists  now,  we  believe,  better  with  five  years  of  uncertainty  than 
you  would  with  two  years  of  uncertainty. 

Now,  I  think  it  is  a  safe  bet  that  this  Congress  is  going  to  act 
upon  this  question,  with  such  light  as  it  has — and  it  is  getting  a  gi-eat 
deal  from  you;  there  is  a  good  deal  of  real,  valuable  information 
that  can  be  obtained  from  your  experiments  dm'in^  the  last  year, 
in  spite  of  anything  that  may  be  said  or  any  untoward  circumstances 
that  may  be  brought  up,  and  I  am  sure  we  all  appreciate  that;  but 
I  am  afraid  that  if  you  tie  these  roads  up  for  five  years  now,  and 
say  to  them  that  the  President  must  handle  them  through  somebody 
of  whom  we  know  nothing  for  five  years,  we  will  be  farther  away 
from  a  solution  of  this  problem  than  we  are  to-day,  when  the  question 
is  a  real  live  one,  and  when  we  are  all  interested  in  making  a  proper 
solution. 

Director  General  McAdoo.  Permit  me  to  thank  you  warmly  for 
your  generous  allusions,  which  I  deeply  appreciate.  I  think,  however, 
that  it  is  not  a  question  of  who  the  Director  General  of  Railroads 
may  be;  I  think  that  does  not  make  much  difference,  assuming 
always  that  you  get  a  man  who  has  ability  and  patriotism — and 
I  think  you  can  find  plenty  of  such  men  to  take  this  job. 

Senator  Townsend.  We  do  not  always  get  them,  though,  Mr. 
Secretary. 

Director  General  McAdoo.  Well,  I  believe  you  would  certainly  get 
one  here,  because  the  problem  is  so  important  that  no  man  will  be 
appointed  who  is  not  qualified.  Of  course,  you  have  not  asked  me 
a  question;  you  have  stated  your  views. 

Senator  Townsend.  I  was  going  to  ask  you  some  questions,  but 
you  brought  out  what  I  had  in  mind,  and  I  just  wanted  to  give  you 
my  reasons  for  wishing  to  have  it  brought  out. 

Director  General  McAdoo.  Yes;  I  should  like  to  say,  in  reply,  that 
I  think  what  you  have  said  presupposes  ability  on  the  part  of  Congress 
to  find  a  permanent  solution  of  this  question  within  the  very  near 
future.     Does  it  not? 
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Senator  Townsend.  Yes;  but  do  you  think  that  is  more  of  a  pre- 
sumption than  the  one  that  you  propose,  that  we  are  going  to  be 
able  to  solve  this  problem  through  some  unknown  man  in  five  years  ? 

Director  General  McAdoo.  Yes. 

Senator  Townsend.  It  is  all  presumption. 

Director  General  McAdoo.  Yes;  I  do  for  this  reason,  Senator:  I 
think  the  complexities  of  this  railroad  problem  are  so  great  that  it 
will  be  difficult  to  get  a  solution  in  a  short  time — a  permanent  solu- 
tion. I  believe  that  no  legislation  for  a  permanent  solution  should 
be  had  until  it  has  been  thoroughly  and  deliberately  considered — dis- 
passionately considered — based  upon  more  real  knowledge  of  the 
problem,  now  that  we  are  on  the  inside  of  the  room  and  can  see  what 
furniture  is  in  it,  what  pictures  are  on  the  walls,  and  make  a  more 
complete  inventory  of  the  situation  than  we  have  thus  far  been  able 
to  get  under  war  conditions.  I  believe  that  if  you  have  a  reasonable 
period  for  that  sort  of  dispassionate  consideration  and  test  you  will 
more  certainly  get  a  wise  solution,  because  there  is  no  use  in  having 
some  half-baked  scheme — and  I  do  not  mean  that  you  legislators 
would  of  necessity  evolve  a  half-baked  scheme ;  I  mean  that  you  are 
less  likely  to  get  a  thoroughly  matured  plan  in  a  short  time,  when 
there  is  such  a  controversial  atmosphere,  than  if  you  have  a  longer 
period  for  its  consideration.  In  order  to  give  stability  to  employ- 
ment in  railroad  operation,  and  to  give  stability  to  the  security 
holders'  position,  and  to  give  stability  to  the  general  commercial  and 
transportation  situation,  I  think  the  five-year  period  is  the  best,  not- 
withstanding the  fact  that  Senator  Cummins  has  suggested  that  a 
continuation  of  the  control  for  five  years  on  the  present  basis  of  com- 
pensation may  reward  some  corporations  unduly.  I  think  we  can 
afford  to  do  that;  I  think  we  can  afford  to  allow  that  to  happen — to 
apply  a  general  principle  of  compensation  in  order  to  get  the  benefits 
of  the  test. 

Senator  Townsend.  Suppose  this  does  not  work  out  to  the  satis- 
faction of  the  administration  or  of  the  Congress,  or  anybody  else; 
then  we  are  just  as  bad  off  as  we  were  before.  If  we  are  going  into 
this,  ought  we  not  to  have  five-year  periods,  or  two-years  periods,  or 
three-year  periods  of  experimentation  with  the  various  systems  that 
are  proposed — I  mean,  intelligently  proposed — Hke  the  regional 
administration  of  roads,  regional  monopoly. 

Director  General  McAdoo.  In  order  to  get  that  kind  of  experi- 
mentation, Senator,  you  would  have  to  have  legislation. 

Senator  Townsend.  Yes. 

Director  General  McAdoo.  To  secure  a  permanent  solution  of  this 
problem  I  do  not  see  how  you  can  escape  certain  preliminary  determi- 
nations. If  you  are  going  to  radically  alter  the  railroad  organism, 
as  I  think  you  must  do  in  order  to  bring  about  a  permanent  solution, 
and  radically  alter  the  fundamental  laws  of  this  land,  as  you  must  do, 
to  get  a  permanent  solution,  I  do  not  see  how  you  can  succeed  unless 
it  is  predicated  first  upon  a  larger  knowledge  of  actual  operating  con- 
ditions in  peace  time  than  we  have  had  under  one  year  of  war  con- 
ditions, and  second,  until  you  have  gotten  a  valuation  of  these  rail- 
roads, which  is  now  in  progress,  but  which  is  not  yet  completed. 
Those  two  things,  if  nothing  else  intervened,  make  it  necessary  to 
prolong  the  time  for  consideration  of  the  problem.  If  you  were 
going  to  have  a  regional  solution  under  Federal  control  of  the  kind 


110         EXTENSION   OF   GOVERNMENT  CONTROL   OF   RAILROADS. 

you  have  suggested,  or  a  competitive  solution  between  strongly- 
consolidated  railroad  systems  exclusively  under  Federal  regulation 
as  to  rates  and  control,  each  presupposes,  of  necessity,  a  complete 
valuation  and  a  test  of  the  earning  power  of  the  properties  with 
which  you  purpose  to  deal,  as  a  basis  of  capitalization  and  distribu- 
tion between  the  stockholders  of  the  various  companies. 

Senator  Gore.  Mr,  Chairman,  I  would  like  to  ask  Mr.  McAdoo  a 
question. 

Senator  Townsend.  I  do  not  suppose  that  any  system  will  be 
adopted  calling  for  complete  and  permanent  control  of  the  railroads 
that  will  not  be  subject  to  revision.  There  will  be  amendments 
made  to  any  law  that  is  passed;  there  is  no  doubt  about  that.  Excuse 
me,  Senator  Gore. 

Senator  Gore.  Yes,  Senator.     Shall  I  go  ahead  with  my  questions  ? 

The  Chairman.  Yes,  Senator  Gore. 

Senator  Gore.  The  Sherman  antitrust  law  has  been  construed  to 
prohibit  mergers  and  consolidation  on  the  part  of  the  railroads.  I 
would  like  to  ask  if  you  do  not  think  the  railroads  should  be  allowed 
to  merge  and  consolidate,  at  least  subject  to  the  approval  of  the 
Interstate  Commerce  Commission  ? 

Director  General  McAdoo.  Are  you  talking  about  preserving  the 
diversified  control — private  control  under  present  forms,  and  then 
permitting  from  time  to  time  consolidations? 

Senator  Gore.  Yes,  private  control,  subject  to  the  right  or  adding 
the  right  to  merge  and  consolidate  in  accordance  with  the  public 
interest,  gravitating  toward  two  or  three  national  svstems,  I  would 
say. 

Director  General  McAdoo.  I  should,  myself,  prefer  not  to  do  that — 
not  to  make  that  change  now,  because  I  think  it  would  not  meet  the 
exigencies  of  the  situation.  It  would  be  merely  a  sort  of  paliative  to 
meet  certain  local  conditions  I  think  it  is  better  to  deal  with  the 
problem  comprehensively  while  we  are  dealing  with  it. 

Senator  Gore.  I  was  reaUy  trymg  to  isolate  the  present  situation, 
under  one  control,  and  to  place  ourselves  back  m  the  status  we  were 
in  when  we  took  them  over.  The  Sherman  antitrust  law,  prohibiting 
merger  and  consolidation,  has  prevented  the  unification  of  the  rail- 
roads of  the  comitry,  has  it  not  ? 

Director  General  McAdoo.  It  has  prevented  miification  under 
private  domination  and  control,  yes.  I  think  that  is  a  very  different 
thing  from  public  control. 

Senator  Gore.  And  that  law  would  have  to  be  modified  before  it 
could  be  done  mider  private  control  ? 

Director  General  McAdoo.  Precisely;  and  that  is  one  of  the 
controversial  points  jou  will  have  to  consider  wlien  you  legislate. 

Senator  Gore.  I  would  like  to  ask,  now,  whether  the  railroads, 
if  permitted  to  merge  and  consolidate,  should  be  given  a  free  hand, 
or  should  that  right  be  exercised  subject  to  the  approval  of  the  Inter- 
state Commerce  Commission  ? 

Director  General  McAdoo.  You  mean  in  a  permanent  solution  of 
the  problem  ? 

Senator  Gore.  We  will  assume  that  permanent  Government  control 
is,  for  the  moment,  out  of  reach,  and  that  we  are  going  back  to  private 
control. 
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Director  General  McAdoo.  You  mean  merely  to  amend  the 
Sherman  antitrust  law  so  that  mergers  of  railroads  may  be  permitted  ? 

Senator  Gore.  No:  I  am  going  to  ask  you  about  certain  other 
laws  and  restrictions,  but  I  want  to  get  your  views  on  the  Sherman 
antitrust  law  lirst,  because  that,  bemg  first  in  point  of  time,  was  the 
chief  obstacle  in  the  way  of  mergers  and  consolidations. 

Director  General  McAdoo.  Well,  I  think  that  would  have  to  be 
undertaken  with  a  very  great  deal  of  care,  and  I  am  not  so  sure  that 
I  would  favor  the  extension  of  such  power  to  any  commission  or  body 
or  authority  at  this  time,  because  I  believe  it  is  much  better  to  under- 
take to  work  out  a  permanent  solution  of  the  whole  problem  in  a 
more  comprehensive  way. 

There  is  a  grave  danger  in  permitting  railroads  to  consolidate  even 
under  regulation.  The  trouble  is  that  the  strong  companies  will  not 
at  any  time  be  willing  to  absorb  weak  companies  or  short  lines  which 
can  not  contribute  to  their  profits.  The  result  would  be  that  the 
strong  corporations  would  continue  to  strengthen  themselves  wherever 
they  could  take  other  lines  on  a  profitable  basis,  and  this  would  tend 
more  and  more  to  isolate  the  weaker  companies  and  the  short  lines 
and  to  weaken  them  still  further.  The  effect  of  this  weakening 
would  be  felt  by  the  people  who  are  dependent  upon  the  weaker  lines 
or  the  short  lines  for  service.  The  true  test  must  be  service  to  the 
public  and  no  policy  should  be  pursued  and  no  solution  should  \)e 
considered  which  does  not  provide  that  the  public  along  the  line  of 
the  weak  roads  as  well  as  along  the  line  of  the  strong  roads  shall  be 
given  adequate  and  decent  service.  Otherwise,  the  development  of 
the  country  along  the  weaker  lines  and  the  short  lines  will  be  ham- 
pered. That  is  one  of  the  great  troubles  about  the  railroad  situation 
to-day.  The  strong  companies,  under  competitive  conditions,  are 
growing  stronger  and  making  it  more  difficult  for  the  weak  companies 
to  survive  and  render  any  service  to  the  patrons  along  their  lines. 
In  a  final  solution  of  the  railroad  problem  the  people  along  the  weak 
lines  as  well  as  along  the  strong  lines  must  be  assured  of  ample 
service. 

Senator  Gore.  Yes.  But  if  the  right  is  to  be  given  to  merge  and 
consolidate,  do  you  think  it  should  be  given  to  the  railroads  without 
any  supervision,  or  do  you  think  it  would  be  better  to  make  the 
exercise  of  the  right  subject  to  the  supervision  of  the  Interstate 
Commerce  Commission  ? 

Director  General  McAdoo,  It  would  have  to  be  under  some  ade- 
quate supervision,  of  course.  I  would  not  be  willing  that  they  should 
have  it,  if  at  all,  except  under  proper  public  supervision  and  regu- 
lation. 

Senator  Gore.  The  interstate  commerce  act  prohibits  pooling  on 
the  part  of  railroads.  Do  you  not  think  they  should  be  given  the 
right  to  pool  traffic  and  earnings,  subject  to  the  approval  of  the 
Interstate  Commerce  Commission,  isolating  for  the  moment  the 
question  of  the  propriety  of  complete  Federal  control  ? 

Director  General  McAdoo,  There  again  I  think  it  is  a  question  of 
whether  or  not  you  want  to  try  some  inadequate  expedients — apply 
a  few  poultices — or  whether  you  want  to  attempt  a  comprehensive 
and  permanent  solution  of  tlie  problem.  My  own  preference  is  in 
the  direction  of  a  permanent  solution  rather  than  a  makeshift. 
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Senator  Gore.  Of  course,  Mr.  Secretary,  all  these  things  are  mat- 
ters of  evolution.  You  hardly  ever  get  a  ready-made  solution  of  so 
vexed  a  problem  all  at  once. 

Director  General  McAdoo.  In  the  case  of  the  Federal  reserve 
system  we  had  controversy  and  discussion  of  the  financial  situation 
of  the  country  for  generations  almost. 

Senator  Gore.   Yes. 

Director  General  McAdoo.  And  we  paid  an  enormous  price  for  our 
failure  to  deal  with  it  comprehensively. 

Senator  Gore.  That  is  true. 

Director  General  McAdoo.  Perhaps  we  were  not  ripe  for  it. 

Senator  Gore.  Oh,  we  knew  we  were  paying  the  price  all  the  time, 
and  we  knew  that  it  would  take  a  long  time  to  do  it. 

Director  General  McAdoo.  But  we  finally  reached  a  point  where  it 
was  possible  to  get  action.  The  thought  of  the  country  had  suffi- 
ciently crystallized  to  make  it  possible  to  get  action.  And  here  the 
thought  of  the  country  is  crystallizino;,  but  I  do  not  think  it  has  suffi- 
ciently crystallized  to  secure  promptly  a  permanent  solution,  unless 
the  solution,  whatever  it  may  be,  has  the  support  of  public  opinion,  it 
vnW  be  no  solution.     It  will  not  survive. 

Senator  Gore.  Yes;  I  think  we  shall  have  to  feel  our  way.  Now,  I 
want  to  ask  you  about  the  law  giving  shippers  the  right  to  route  their 
freight.  Do  you  think  that  right  on  the  part  of  the  shipper  is  con- 
sistent with  any  sort  of  scientific  or  uniformly  efficient  control,  either 
under  private  or  public  direction  ? 

Director  General  McAdoo.  I  could  not  give  a  final  answer  to  that. 
I  think  there  are  cases,  under  competitive  conditions,  where  it  is  of 
advantage  to  the  shipper  to  have  the  right  to  route  his  freight.  On 
the  other  hand,  I  think  its  abuses  and  wastefulness  are  far  greater 
than  its  benefits. 

Senator  Gore.  But  it  does  subject  any  contemplated  national 
system  to  the  control  of  the  private  individual,  does  it  not? 

Director  General  McAdoo.  Yes;  but  I  do  not  think  it  ought  to  be 
permitted  under  Federal  control. 

Senator  Gore.  He  can  direct  the  routing  of  his  freight  without  any 
reference  to  congestion  or  efficiency  ? 

Director  General  McAdoo.  Yes.  I  repeat  that  I  do  not  think  it 
should  be  permitted  under  Federal  control. 

Senator  Gore.  The  railroads  were  subject  to  these  legal  restraints, 
which  made  it  legally  impossible  for  the  railroads  to  meet  this  war 
emergency — the  impossibility  of  pooling  their  traffic  and  earnino^s, 
and  the  impossibility  of  routing  traffic  and  freight  prevented  the 
railroads  from  meeting  the  emergency.  Do  you  not  think  that  is 
true,  Mr.  Secretary  ? 

Director  General  McAdoo.  I  do  not  think  it  was  wholly  that;  it 
had  a  part  in  it.  The  selfish  interest  of  the  competitive  carriers  made 
their  cooperation  in  the  public  interest  impossible,  regardless  of  the 
law. 

Senator  Gore.  It  would  not  have  been  possible  for  you  as  Director 
General  to  have  met  the  emergency  if  it  had  been  necessary  for 
you  to  respect  the  antipooling  law  and  the  right  of  shippers  to  route 
their  freight  ? 

Director  General  McAdoo.  No;  certainly  not. 
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Senator  Gore.  And  those  constituted  legal  impediments  in  the 
way  of  the  railroads  ? 

Director  General  McAdoo.  The  legal  impediments  in  the  way  of 
private  corporations  meeting  the  war  emergency  plus  the  fact  that 
their  competitive  interests  were  bound  to  operate— however  patriotic 
they  might  be — were  inherent  difficulties  in  the  situation  and  made  it 
impossible  for  them  to  meet  the  emergency. 

Senator  Gore.  Yes;  that  is  a  very  persistent  factor.  Do  you  not 
think  that  the  confusion  and  congestion  was,  to  a  large  extent,  due 
to  conflict  in  priority  orders  ? 

Director  General  McAdoo.  No;  I  would  not  say  "to  a  large 
extent,"  although  to  some  extent  it  had  to  do  with  it.  I  think  the 
inability  to  use  the  combined  facilities  in  common  under  one  direc- 
tion was  more  responsible  for  it  than  anything  else.  This  could  not 
be  had  under  private  control.  Their  selfish  interests  would  prevent 
cooperation.  They  would  never  be  willing  to  give  business  to  a 
competitor. 

Senator  Gore.  Yes;  I  think  you  are  right  about  that.  I  want 
now  to  ask  you  your  estimate  of  the  comparative  value  of  two  or 
three  national  systems  of  railway  covering  practically  the  whole 
country,  and  the  suggested  regional  systems.  Do  you  not  think  that 
if  we  had  two  or  three  national  systems  serving  practically  every 
part  of  the  country,  so  that  there  would  be  more  or  less  competitoin, 
the  service  would  be  better  than  any  arbitrary  and  artificial  division 
of  the  country  into  regions  ? 

Director  General  McAdoo.  That  may  be.  Senator.  That  is  a  part 
of  our  problem,  and  that  is  the  reason  I  want  a  further  test.  For 
instance,  I  tliink  if  you  were  going  to  create  two  or  three  national 
systems  to  render  that  service,  we  should  know  more  about  the 
earning  and  transportation  potentialities  of  these  railroads,  so  that 
the  systems  could  be  constructed  in  the  proper  way. 

Senator  Gore.  Do  you  not  think  that  their  demonstrated  earning 
capacity  before  the  war,  under  normal  conditions,  would  be  better 
than  an  earning  capacity  demonstrated  under  any  sort  of  control 
that  did  not  really  reflect  their  actual  earning  capacity,  but  rather 
an  earning  capacity  that  was  due  to  supervision  under  an  emergency  ? 

Director  General  McAdoo.  I  decidedly  do  not  think  so.  I  think 
it  is  better  to  know  what  our  problem  is  under  the  conditions  with 
which  we  have  to  deal  than  to  predicate  our  opinion  wholly  upon 
different  conditions  existing  some  years  back,  and  which  do  not 
reflect  the  true  situation  at  present. 

Senator  Gore.  Do  you  think  that  earnings  revealed  under  Govern- 
ment supervision  and  control  would  really  be  a  fair  test  of  the  earning 
capacity  of  the  railroads,  upon  which  to  base  any  judgment  as  to 
what  tne  compensation  of  the  railroads  should  be  ? 

Director  General  McAdoo.  I  think  it  is  the  fairest  test  we  could  get. 
I  think  it  would  be  the  most  impartial  test  if  made  under  peace 
conditions.  If  you  are  going  to  constitute  any  national  competitive 
systems  under  Covernment  regulation,  the  question  of  capitalization 
of  those  systems  must  be  determined,  and  that  refers  to  the  earning 
power,  and,  in  addition  to  that,  the  question  also  of  the  exchange 
of  securities,  or  their  conversion. 
117900— 19— VOL  1 8 
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Senator  Gore.  Yes;  but  here  is  the  point  I  am  making,  Mr. 
Secretary.  Under  Government  supervision  the  earnings  realized 
by  a  railroad  might  not  have  any  reierence  to  its  natural  advantages 
or  to  the  country  it  serves,  or  to  the  efficiency  of  its  service,  because 
its  traffic  is  largely  controlled  by  an  outside  authority;  and  I  do  not 
say  that  would  be  done;  I  am  certain  it  would  not  be  done,  but  it 
could  be  done;  and  the  earnings  of  a  railroad  might  not  have  any 
relation  to  what  its  capitalization  ought  to  be,  because  they  come 
from  an  authority  that  does  not  depend  upon  the  real  demands  of 
commerce. 

Director  General  McAdoo.  But  the  control  of  traffic  consists 
merely  of  control  of  the  transportation  of  the  traffic.  The  traffic 
originates  in  different  parts  of  the  country  and  must  be  transported 
from  one  place  to  another. 

Senator  Gore.  Take  two  railroads  competing  with  each  other  and 
connecting  two  important  towns,  and  under  Government  control 
one  of  those  roads  might  take  all  the  traffic,  and  thereby  show  all 
the  earnings,  while  the  other  might  show  a  deficit,  whereas  its  opera- 
tions in  peace  times  would  at  least  reflect  the  natural  advantages 
of  the  two  roads,  or  the  respective  efficiency  of  the  service  ? 

Du^ector  General  McAdoo.  Those  are  mere  details,  Senator.  The 
great  problem  is,  of  course,  the  results  of  national  or  unified  operation, 
and  its  effect  upon  the  general  economy  of  the  country. 

Senator  Gore.  I  think  vou  are  right  on  that;  it  is  to  bring  about 
a  situation  where  the  traffic  of  the  country,  taken  as  a  whole,  will  be 
efficiently  handled;  that  is  undoubtedly  true.  But  it  did  not  strike 
me,  if  I  may  be  allowed  to  say  so,  that  the  earnings  shown  under 
Government  control  would  really  reflect  the  natural  earning  capacity 
of  the  railroad,  because  it  might  be  controlled  by  other  considera- 
tions than  those  of  commerce  or  the  immediate  needs  of  the  territory 
traversed. 

Director  General  McAdoo.  Well,  certainly  that  is  true  of  the  war 
period. 

Senator  Gore.  Yes.  Now,  do  you  not  think  that  this  regional 
proposition  to  divide  the  country  into  four  or  five  regions  would  be 
purely  arbitrary  and  artificial  and  would  not  necessarily  have  any 
relation  to  the  commerce  of  the  countr}^  or  to  the  commerce  of  the 
community  ? 

Director  General  McAdoo.  No,  I  do  not  think  that,  that  is  a 
part  of  the  study;  it  is  a  part  of  this  problem;  it  is  one  of  the  features 
we  have  got  to  learn  more  about,  I  think. 

Senator  Gore.  It  looks  to  me  as  if  that  is  self-evident,  and  that 
you  would  not  have  to  study  it.  I  have  seen  a  suggestion  that  we 
divide  the  southwest  by  running  a  line  west  from  the  Mississippi 
River,  and  making  the  part  north  of  that  line  one  region,  and  the 
part  south  of  that  line  another  region. 

Now,  there  is  no  need  for  that  in  the  very  nature  of  things,  and 
I  should  say  that  such  a  division  would  not  correspond  at  all  with 
the  Federal  Reserve  System. 

Director  General  McAdoo.  I  do  not  think  that  anyone  has  seriously 
proposed  that.  Senator.  I  think  the  regional  system  has  merely 
been  suggested  to  illustrate  certain  things  in  rather  an  arbitrary 
and  hypothetical  way. 
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Senator  Gore.  It  seems  to  me  that  objection  would  inhere  to 
any  proposition  for  dividing  the  country  into  regions  because  the 
commerce  is  national,  and  its  movement  from  the  most  remote  point 
in  one  section  to  the  most  remote  point  in  another  section  should 
be  facilitated,  and  that  is  why  I  was  suggesting  two  or  three  national 
systems.  It  ought  to  be  either  one  national  system  or  two  or  three 
national  systems.  It  looks  to  me  as  though  the  suggestion  for  a 
regional  system  is  fundamentally  and  unescapably  bad. 

Director  General  McAdoo.  Your  views. and  observations  indicate 
the  complexity  of  the  problem,  and  are,  to  my  mind,  an  argument 
in  favor  of  the  five-year  period,  where  we  could  make  the  test,  and 
arrive  at  a  conclusion  as  to  the  reconstruction  of  the  railroad  map 
of  the  United  States.  I  think  in  any  permanent  solution  you  have 
got  to  deal  with  the  existmg  railroad  organizations  as  well  as  with 
existing  railroad  laws.  You  will  also  have  to  reconstruct  the  rail- 
road map.  Parts  of  existing  systems  may  have  to  be  transferred 
to  other  systems  in  order  to  get  well-balanced  transportation  facilities. 

Senator  Gore.  Do  you  think  if  the  railroads  were  permitted  to 
merge  or  required  to  merge  into  one  national  system,  under  private 
control,  which  would,  of  course,  eliminate  competition  as  to  service, 
that  the  efficiency  of  the  service  could  stiU  be  maintained  under 
Government  regulation  ? 

Director  General  McAdoo.  That  presupposes  a  determination  by 
somebody  of  the  lines  along  which  that  should  be  done.  In  other 
words,  it  means  a  reconstitution  of  the  railroad  system  of  the  United 
States.     That  wiU  require  legislation. 

Senator  Gore.  Yes. 

Director  General  McAdoo.  I  could  not  answer  that  unless  I  knew 
what  it  was  proposed  to  do,  specifically. 

Senator  Gore.  WeU,  here  is  what  I  had  in  mind:  If  we  eliminate 
competition  as  to  service,  real  and  nominal,  then  we  have  got  to 
rely  on  Government  supervision,  or  on  the  good  wiU  of  the  railroads 
for  efficiency  in  service. 

Now,  let  us  assume  that  we  can  not  rely  on  the  good  wiU  of  the 
railroads;  do  you  think  the  Government  may  be  reHed  upon  to  insure 
efficiency  of  service  where  competition  was  eliminated  ? 

Director  General  McAdoo.  I  think  it  may  be,  without  doubt.  I 
certainly  should  not  be  willing  to  have  competition  done  away  with, 
unless  there  was  substituted  for  it  some  very  strong  Federal  control 
or  some  other  form  of  pubhc  control. 

Senator  McLean.  Eight  on  this  point,  Mr.  Secreary,  just  a  ques- 
tion as  to  whether  it  is  wise  to  conclude  the  operation  of  Government 
control  at  the  end  of  21  months,  or  to  extend  it,  as  you  would  do. 
Now,  assume  that  we  grant  your  request 

Director  General  McAdoo  (interposing).  "Suggestion"  would  be 
better. 

Senator  McLean.  Or,  rather,  that  we  conform  to  your  suggestion 
and  try  it  for  five  years,  and  it  fails.  Now,  just  what  will  we  have 
demonstrated  ? 

Director  General  McAdoo.  We  will  have  demonstrated  a  failure. 
We  wiU  have  demonstrated  something  at  least. 

Senator  McLean.  Will  we  have  demonstrated  that  Government 
ownership  is  a  failure  if  we  shaU  have  demonstrated  that  any  per- 
manent system  that  is  now  suggested  or  beheved  in  by  anyone  who 
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has  made  a  study  of  this  subject  is  a  failure?  In  other  words,  can 
you  test  one  system  by  trying  another? 

Director  General  McAdoo.  Nobody  can  say  what  the  result  of  any 
test  will  be.  I  do  not  know  what  the  result  of  the  test  for  21  months 
will  be.  We  have  entered  upon  that,  under  the  present  law;  that  is, 
we  have  provided  a  maximum  of  21  months.  There  is  no  guarantee; 
and  nobody  can  assure  you  or  tell  you  in  advance  how  that  is  going 
to  turn  out.  In  other  words,  why  should  we  be  afraid  to  make  a  test 
because  we  can  not  tell  in  advance  what  it  is  goingto  produce  ?  The 
object  of  the  test  is  to  get  light.  I  can  not  say  what  is  going  to  come 
out  of  this  test;  but  I  know  that  this  wiU  come  out  of  it:  We  will  have 
a  period  of  composure,  in  which  we  can  devote  ourselves  to  getting  as 
much  knowledge  as  possible,  although  no  one  can  say  what  the  out- 
come may  be. 

Senator  McLean.  You  have  made  that  very  clear,  and  I  do  not 
wish  to  prolong  the  discussion,  because  you  have  been  over  it  several 
times.  But  suppose  it  fails;  in  your  opinion,  will  it  then  have  been 
demonstrated  that  both  Government  ownership  and  Government 
control  are  failures? 

Director  General  McAdoo.  It  would  depend  upon  the  conditions 
under  which  the  test  was  made.  Senator,  and  as  to  how  it  was  handled. 
I  can  not  say. 

Senator  McLean.  Would  it  demonstrate  in  any  way  that  Govern- 
ment regulation  of  privately  owned  roads  was  a  failure? 

Director  General  McAdoo.  I  think  it  would  demonstrate  some- 
thing; I  do  not  know  what. 

Senator  McLean.  But  would  it  not  be  conclusive  ? 

Director  General  McAdoo.  I  think  it  would  be  conclusive.  I 
think  a  five-year  control  of  the  railroads  would  give  us  a  conclusive 
result  in  some  direction;  but  just  what  I  do  not  know.  That  is  my 
judgment  about  it,  but  it  is  merely  an  opinion. 

Senator  McLean.  It  seems  to  me  that  the  best  way  to  learn  to 
play  on  a  piano  is  to  practice  on  a  piano  rather  than  on  a  violin. 
That  is  to  say,  we  have  a  hybrid,  mongrel  situation  here  now  in  vogue 
that  nobody  expects  can  be  made  permanent.  We  have  Government 
control — absolute  possession  and  control  of  private  property.  I  do 
not  think  you  believe  that  system  can  be  made  permanent.  It  was 
forced  on  us  by  the  misfortunes  of  war,  and  it  was  the  only  thing 
that  could  be  done.  Now,  assume  that  we  try  the  five  years,  and 
that  it  fails.  Will  that  in  any  way  convince  the  Members  of  Congress 
who  are  now  in  favor  of  Government  ownership  that  Government 
ownership  has  been  proved  a  failure?  That  is  the  point  with  me. 
It  seems  to  me  they  will  say  at  once  that  it  proves  nothing,  and  they 
will  quote  your  language  that  you  have  given  us  here  in  your  state- 
ment, that  under  the  present  system  your  orders  are  challenged  by 
these  officials,  you  are  subjected  to  interference  by  State  commissions, 
and  their  orders,  and  that  you  can  not  rely  upon  the  morale  of  the 
organization;  and,  in  answer  to  Senator  Townsend's  question,  you 
said  you  were  not  at  all  certain  whether  that  situation  will  be  bettered 
by  the  five-year  extension  or  not;  that  you  hope  it  will  be. 

Director  General  McAdoo.  No;  I  expressed  the  opinion  unquali- 
fiedly that  it  will  be  bettered.  That  is  my  opinion.  No  man  can 
say  with  absolute  certainty  what  the  future  will  bring  forth,  but  tliat 
is  my  best  judgment  as  a  result  of  the  experience  we  have  had  in  the 
past  year. 
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Senator  McLean.  My  fear  is  that  you  will  not  convince  the  parti- 
sans of  either  school— Government  OMTiership  as  opposed  to  private 
ownership  under  decent  Government  regulations— that  the  test  has 
been  conclusive;  and  I  am  as  anxious  as  you  are,  if  it  be  possible,  to 
get  from  this  ill  wind  of  war  a  solution  of  the  railroad  problem. 
Now,  we  will  assume  that  the  railroad  managers  take  issue  with  you 
and  controvert — I  do  not  know  whether  they  will  or  not — emphat- 
ically your  faith  in  the  five-year  extension,  and  they  say:  "If  we  are 
permitted  to  retain  possession  of  our  roads  within  a  reasonable  time 
we  can  demonstrate  to  the  people  of  the  country  that  we  can  unify 
this  control  and  run  our  roads,  and  meet  every  need,  under  reason- 
able Government  regulation,  which  we  have  not  had  for  the  last 
30  years." 

Director  General  McAdoo.  Well,  that  implies  new  legislation,  of 
course,  of  a  comprehensive  kind.    I  don't  think  it  is  attainable  now. 

Senator  McLean.  Certainly;  but  if  we  grant  their  request  and  try 
to  return  the  roads  within  a  reasonable  time,  and  they  fail,  then 
we  know  what  the  next  step  should  be;  but  until  we  give  them  an 
opportunity  to  take  their  property  and  manage  under  reasonable  and 
decent  regmations,  I  do  not  see  how  you  can  decide  that  their  system 
would  be  a  failure. 

Director  General  McAdoo.  Your  argument  is  to  turn  the  railroads 
back,  as  I  understand  you,  under  some  radical  revisions  of  existing 
laws  ? 

Senator  McLean.  I  think  it  possible,  with  their  advice  and  the 
assistance  of  trained  minds,  who  have  had  experience  iji  these  mat- 
ters; these  men  who  have  had  experience  for  years,  they  probably 
know  more  about  it  from  their  experience  than  any  of  us — -I  should 
assume  so— they  have  had  practical  railroad  experience,  and  they 
say,  "If  you  will  extend  this  time — "  I  do  not  know  whether  they 
will  or  not,  but  assuming  that  they  will — "it  will  make  the  situation 
worse  than  it  would  be  if  you  returned  the  roads  to  us  within  a  rea- 
sonable time  and  gave  us  an  opportunity  to  demonstrate  what  we 
can  do  under  reasonable  regulation." 

Director  General  McAdoo.  Senator,  can  you  guarantee  that  there 
is  no  risk  in  doing  what  the  railroad  executives  want  you  to  do  or  may 
suggest  that  you  do  ?  Can  you  guarantee  that  the  judgment  of  the 
railroad  executives  is  less  fallible  than  others  ? 

Senator  McLean.  No  ;  but  it  seems  to  me  that  sooner  or  later 

Director  General  McAdoo  (interposing).  Just  a  moment.  May  I 
say  that  any  plan  you  may  propose  carries  with  it  the  usual  risks  of 
human  fallibility?  No  one  can  guarantee  that  any  plan,  either  to 
turn  the  railroads  back  under  such  suggestions  as  the  railroad  execu- 
tives may  offer,  or  what  not,  will  be  successful  any  more  than  you 
can  say  that  this  five-year  test  period  will  not  be  successful.  This 
you  must  bear  in  mind,  that  in  dealing  with  this  problem  you  have 
two  interests  to  consider.  One  is  the  public  interest,  the  other  is  a 
private  and  selfish  interest,  and  it  is  the  public  interest  that  we  should 
all  steer  by  constantly,  without  respect  to  any  private  or  selfish 
interest  of  any  sort.  Now,  opposed  to  the  public  interest,  so  far  as 
this  solution  goes,  is  the  natural  and  selfish  interest  of  the  owners  of 
these  properties,  who  are  thinking  primarily  of  their  own  ends.  I 
do  not  complain  of  that;  it  is  a  natural  thing  for  them  to  think 
about;  but  I  am  not  at  all  sure  that  a  proposal  from  these  most 
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interested — that  is,  from  those  who  have  a  selfish  interest  to  serve — 
is  in  the  public  interest.  I  do  not  use  the  term  selfish  in  any  sinister 
sense ;  I  use  it  in  its  natural  sense  only.  It  is  not  reasonable  to  sup- 
pose that  the  owners  of  these  railroad  properties  are  going  to  think 
first  of  the  public  interest  in  any  solution  they  propose. 

Our  duty  is  to  consider  the  public  interest  and  to  make  every 
other  interest  subservient  to  the  public  interest.  I  think  that  the 
public  interest  will  be  best  served  and  that  the  interest  of  the  railroad 
owners  will  be  equally  served  by  this  test  period,  because  I  am  satis- 
fied that  there  will  come  out  of  it  a  solution  based  upon  knowledge 
and  not  upon  theory  or  speculation,  which  has  formed  so  much  of 
the  discussion  we  have  engaged  in  here.  There  will,  in  my  judgment, 
come  out  of  the  test  period  sufficient  clear  light  to  enable  us  to 
determine  whether,  as  an  economic  proposition,  it  is  best  for  the 
American  public  and  for  the  owners  of  these  railroad  properties  that 
there  shall  be  either  (1)  an  altered  form  of  private  control  under  a 
superior  form  of  Federal  regulation,  or  (2)  exclusive  Federal  control 
of  the  railroads,  or  Government  ownership. 

My  judgment  of  the  railroad  situation  is  that  the  American  people 
are  entitled  to  a  fair  test  of  Federal  control  under  peace  or  normal 
conditions.  We  have  spent  large  sums  of  money  to  win  the  war,  and 
part  of  that  money  has  been  used  to  gain  some  experience  in  the 
unified  operation  of  the  railroads  of  the  United  States,  an  experience 
necessitated  by  the  war  and  by  the  incompetency  and  inefficiency  of 
private  control  under  existing  laws  and  conditions.  I  am  not  suggest- 
ing that  anybody  should  be  blamed  because  the  laws  are  as  they  are 
or  because  competitive  conditions  under  private  control  were  as  they 
were.  I  am  speaking  only  of  the  inefficiencies  and  deficiencies  of  the 
system  and  not  of  individuals. 

We  have  expended  a  great  deal  of  Government  money  on  improve- 
ments for  the  railroads  and  for  equipment  during  the  war  period. 
We  may  have  to  carry  for  some  time  a  part  of  the  cost  of  these 
improvements  and  this  equipment  before  we  can  liquidate  this  cost 
and  secure  repayment  from  the  carriers. 

As  I  said  in  my  testimony  before  this  committee  one  year  ago,  I 
felt  sure  that  the  Government  would  have  to  expend  large  sums  of 
money  for  the  improvement  and  betterment  of  railroad  properties 
during  the  period  of  Federal  control  and  that  I  was  sure  that  the 
Government  would  have  a  better  chance  to  secure  the  payment  of  its 
advances  to  the  railroads  while  in  possession  of  their  properties  than 
when  out  of  possession.  Having  expended  so  much  money  on  the 
railroads  and  having  carried  forward  this  experiment  in  unified 
operation  to  a  point  where  I  now  think  we  can  enter  upon  its  last 
stages  with  obvious  benefit  to  the  public  interest,  it  seems  to  me  a 
pity  to  throw  away  all  that  we  have  gained  and  to  attempt  a  hasty 
solution  which  may  not  be  a  permanent  solution  at  all,  but  a  mere 
makeshift,  and  which  may  injure  the  best  interests  of  the  American 
people  irreparably  at  a  time  when  we  are  facing  a  new  world  condition 
which  demands  that  America  shall  be  on  the  alert  and  not  only 
look  forward  but  go  forward  without  hesitation  or  delay. 

Another  important  element  in  the  situation  is  the  fact  that  more 
than  a  billion  dollars  of  money  belonging  to  the  people  of  the  United 
States  have  been  spent  in  the  building  of  a  great  merchant  fleet. 
Under  the  provisions  of  the  shipping  bill,  this  merchant  fleet  is  to 
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be  controlled  by  the  Government  for  five  years  after  the  return  of 
peace.  We  must  not  permit  the  money  expended  on  this  fleet  to 
be  wasted.  We  must  conserve  that  investment.  Why  are  we  build- 
ing a  great  merchant  marine — for  fun  ?  Not  at  all.  We  are  build- 
ing it  for  the  purpose  of  operating  it  and  carrying  the  American  flag 
to  all  parts  of  the  world  so  that  we  may  secure  for  American  pro- 
ducers and  American  labor  the  fair  rewards  of  toil  and  enterprise 
by  getting  our  share  of  the  world's  markets  for  our  products. 

Not  content  with  spending  already  more  than  a  billion  dollars  of 
the  people's  money  on  a  merchant  fleet,  we  are  spending  hundreds  of 
millions  more  to  increase  that  fleet  by  turning  out  the  most  modern 
types  in  order  that  they  may  be  operated  sucessfully  in  friendly 
rivalry  with  the  other  great  powers  of  the  earth.  After  doing  all  this, 
it  seems  to  me  that  if  we  deliberately  surrender  the  advantages  we 
now  have  in  the  unified  control  of  our  railroads,  so  that  we  can  not 
make  them  function  with  our  great  merchant  fleet,  then  we  will  be 
deliberately  taking  risks  we  are  not  justified  in  taking,  risks  for 
which  the  American  people  would  condemn  us  hereafter,  if  we  took 
them  with  our  eyes  open  to  the  facts.  Of  course  if  we  did  it  with- 
out knowledge  of  the  facts,  that  would  be  another  thing,  but  here 
are  the  facts  facing  us — an  unexampled  opportunity  for  world  leader- 
ship in  moral  and  financial  influence  and  in  commerce  and  trade. 
It  seems  to  me  that  it  is  our  plain  duty  to  preserve  the  mobilzed 
energies  and  industries  of  America  in  the  form  of  railroad  control 
for  the  five-year  period  and  use  our  unified  railroads  during  the 
great  time  ahead  of  us  and  coordinate  and  synchronize  their  opera- 
tion with  our  great  merchant  fleet,  giving  to  all  the  ports  on  the 
Atlantic,  Gulf,  and  Pacific  coasts  adequate  rail  facilities  to  meet 
adequate  shipping  in  those  ports,  so  that  the  development  of  our 
country  may  be  carried  forward  homogeneously  and  symmetrically 
and  every  part  of  our  people  be  permitted  to  share  in  the  great  pros- 
perity which  is  now  opening  up  to  us.  If  we  control  the  railroads 
and  the  ships,  we  can  develop  all  the  ports  advantageously,  dis- 
tribute the  traflac  of  the  country  over  all  the  facilities  so  as  to  avoid 
needless  congestion  and  loss  and  have  a  unified  system  of  rail  trans- 

Eortation  on  land  and  ship  transportation  on  the  high  seas  that  will 
ring  a  new  and  greater  era  of  prosperity  and  happiness  to  the 
American  people  than  they  have  ever  before  enjoyed. 

Senator  Watson.  Mr.  Secretary,  you  come  to  us  with  just  one 
definite  plan  now;  that  is,  a  five-year  proposition? 

Director  General  McAjdoo.  Yes;  one  suggestion. 

Senator  Watson.  If  Congress  votes  that  down,  you  have  no  sug- 
gestion to  make  whatever  as  to  the  form  of  legislation  that  should 
be  enacted  with  reference  to  the  railroads  ? 

Director  General  McAdoo.  No  ;  I  have  not. 

Senator  Watson.  Not  now.  Your  one  proposition  is  the  five-year 
proposition,  and  beyond  that  you  do  not  look — that  is,  at  this  time — 
and  you  have  read  your  paper  here  as  a  justification  of  your  admin- 
istration and  as  an  argument  for  the  continuation  of  that  form  of 
administration  ? 

Director  General  McAdoo.  Yes. 

Senator  Watson.  Then,  of  course,  to  give  us  information  ? 

Director  General  McAdoo.  Principally,  I  hope,  for  information, 
Senator. 


120         EXTENSION   OF   GOVERNMENT  CONTROL  OF   RAILROADS. 

Senator  Watson.  Well,  that  is  all  i-ight.  If  it  contains  informa- 
tion it  must  be  something  of  a  justification,  from  your  standpoint. 
Now,  you  have  not  in  mind  any  system,  if  Congress  shall  not  adopt 
your  plan,  for  the  future  guidance  of  Congress  that  you  wish  to 
recommend  ? 

Director  General  McAdoo.  No. 

Senator  Watson.  Whether  or  not  it  be  Government  ownership,  or 
whether  or  not  they  shall  be  cast  back  without  any  legislation,  or 
whether  it  shall  be  regional  control  or  under  the  control  of  one  man 
or  in  the  Interstate  Commerce  Commission — ^you  have  no  recom- 
mendation whatever  to  make  with  regard  to  that,  and  the  only 
recommendation  you  make  to  us  is  the  five-year  proposition  ? 

Director  General  McAdoo.  Precisely. 

Senator  Watson.  That  is  what  I  wanted  to  know. 

Director  General  McAdoo.  I  reserve  my  judgment  until  I  get 
further  light.  Conditions  may  develop  to  a  point  where  my  own 
thought  will  be  matured  on  the  subject;  but  as  I  shall  not  be  here 
officially  to  communicate  it  to  you,  I  am  afraid  that  I  shall  not  be 
able  to  givfe  you  the  benefit  of  it. 

Senator  Gore.  Do  you  think  that  your  argument  in  favor  of 
unified  operation  of  the  railroads  would  justify  the  extension  of  that 
policy  to  the  ships  ? 

Director  General  McAdoo.  We  already  have  the  ships. 

Senator  Gore.  Whether  the  railroads  continue  in  public  or  private 
operation,  ought  we  not  to  extend  that  control  and  operation  to  the 
ships  so  that  the  transportation  of  the  country,  both  inland  and 
seabound,  would  be  under  unified  control,  either  public  or  private? 

Director  General  McAdoo.  Either  one  unified  control  or  both 
branches  under  Federal  control  for  the  time  being,  so  that  they  could 
be  made  to  thoroughly  reciprocate  with  each  other.  You  have 
unified  control  by  the  Government  over  shipping  through  the  United 
States  Shipping  Board  and  the  Emergency  Fleet  Corporation  now. 

The  Chairman.  Mr.  McAdoo,  may  1  ask  this  question:  From  the 
experience  you  have  had — and  it  has  been  a  practical  one,  and  right 
on  the  point  that  you  mentioned — is  it  your  opinion  that  you  can  get 
the  proper  coordination  between  the  Government  control  of  vessels 
that  we  now  have  and  the  railroads  if  the  railroads  should  go  back 
under  private  control  ? 

Director  General  McAdoo.  I  do  not  think  you  could  get  the  proper 
coordination  under  private  control.  I  do  not  think  you  could  get  the 
proper  distribution  of  traffic  to  the  different  ports  of  the  United  States 
in  such  a  way  as  to  give  the  national  commerce  a  more  diversified  and 
advantageous  development.  I  think  it  is  essential  to  preserve  Fed- 
eral control  of  these  railroads  dui"ing  the  five-year  period,  if  there  were 
no  other  reason  for  it — and  there  are  many  other  reasons  for  it,  in  my 
judgment — in  order  that  the  railroads  may  be  thorouo-hly  coordinated 
with  shipping  and  the  traffic  of  the  country  may  be  distributed  to  the 
various  ports  of  the  country  on  the  Atlantic,  Gulf,  and  Pacific  coasts 
in  the  most  economical  and  advantageous  way. 

Senator  Gore.  If  you  would  let  the  railroads  organize  a  holding 
company  and  take  over  the  ships— the  merchant  marine — do  you  not 
think  then  they  could  work  out  a  unified  system  ? 

Director  General  McAdoo.  I  do  not  know  about  that.  That  would 
depend  upon  the  plan;  and  then,  again,  I  would  not  be  willing,  with- 
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out  further  light,  to  sec  all  the  lailrciads  and  all  tiie  ships  of  the  United 
States  under  private  control,  even  under  some  form  of  Government 
regulation.     1  think  it  would  be  taking  a  very  big  chance. 

Mr.  Chairman,  if  I  may  be  excused  now,  if  you  have  finished-  I 
have  some  very  important  engagements. 

The  Chairman.  Yes,  Mr.  McAdoo,  we  want  to  complete  our 
hearings— — 

Senator  Cummins  (interposing).  There  is  a  question  or  two  that  1 
would  like  to  ask,  if  1  may  be  permitted. 

Du'ector  General  McAdoo.  Unfortunately,  Senatoi,  I  understood 
that  I  would  be  required  for  an  hour,  and  I  made  some  very  important 
engagements. 

Senator  Cummins.  My  questions  will  be  very  short. 

Du-ector  General  McAdoo.  Very  well. 

Senator  Cummins.  I  am  interested  in  your  thought  that  if  we  would 
extend  the  time  of  Government  operation  for  five  years  we  would 
have  political  quiet  upon  the  subject  in  the  meantime.  Do  you  really 
think  that  ? 

Director  General  McAdoo.  I  think  you  would  have  much  more  than 
if  you  do  not.  Senator.  I  do  not  think  we  will  ever  have  political 
quiet  in  America. 

Senator  Cummins.  You  have  no  reason  to  believe  that  the  agitation 
with  regard  to  various  systems  or  methods  of  control  would  not  go  on 
just  the  same  ? 

Director  General  McAdoo.  It  would  not  go  on  just  the  same  during 
the  five-year  test  period. 

Senator  Cummins.  You  can  not  stop  that.  The  people  of  this 
country  are  going  to  determine  this  question,  sooner  or  later  ? 

Director  General  McAdoo.  That  has  been  my  argument,  Senator. 
That  is  what  I  say — that  the  people  should  be  permitted  to  settle  this 
problem,  but  that  they  should  have  adequate  knowledge  derived  from 
a  five-year  test  period  to  do  it  intelligently.  Those  who  fear,  for 
instance,  that  further  test  or  experimentation  would  mean  Govern- 
ment ownership  seem  to  think  that  if  you  deny  that  further  experi- 
mentation you  will  stop  the  discussion  of  Government  control.  You 
can  not  stop  the  discussion,  of  course,  nor  would  it  be  wise  to  stop  it 
if  we  could. 

Senator  Cummins.  No. 

Director  General  McAdoo.  I  think  it  is  possible,  by^  extension,  to 
have  a  test  period  under  composed  conditions  that  will  not  make  it  an 
acute  political  issue  in  some  presidential  campaign.     The  economic 

Eroblem  is  so  vital  to  America  that  it  ought  not  to  be  settled  in  the 
eat  or  passion  of  any  political  campaign.  By  political  action  it  will 
necessarily  be  considered  and  dealt  with  finally,  but  I  am  talking  about 
trying  to  settle  it  in  a  partisan  political  campaign. 

Senator  Cummins.  I  do  not  know  anything  about  the  partisan 
turn  it  may  take;  I  am  not  speaking  about  that;  but  all  great  eco- 
nomic questions  like  this  one  must  be  determined  politically. 

Director  General  McAdoo.  By  political  action  ultimately. 

Senator  Cummins.  Your  notion  that  this  would  not  be  an  issue  or 
might  not  be  an  issue  in  the  campaign  of  1920,  if  we  were  to  grant 
the  five-year  extension,  is  rather  novel  to  me.  I  think  it  is  bound 
to  be  one  of  the  great  poUtical  questions. 

Director  General  McAdoo.  My  feeling  about  it  is  this:  That  it  would 
not  be  so  acutely  a  political  issue  under  the  five-year  extension  as  it 
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would  be  under  the  21  months'  control;  and  I  think  if  it  is  a  political 
issue  eventually — as  it  undoubtedly  will  be  eventually,  and  I  think 
that  all  of  us — and  we  are  all  politicians  in  America  ii>  the  sense  that 
all  vote  and  all  have  a  right  to  a  voice  in  the  Government ;  that  is  the 
beauty  of  democracy — would  be  better  informed  and  better  able  to 
express  an  opinion  on  the  railroad  problem  after  a  five-year,  or  even 
after  a  three-year  test,  than  we  are  to-day.  I  think,  therefore,  that 
it  would  not  be  an  acute  political  issue  in  the  next  campaign,  because 
if  Congress  should  determine  upon  a  test  period  of  five  years,  the 
pubUc  in  general  would  accept  it  in  good  faith,  and  would  be  willing 
to  go  forward  and  complete  the  test  period  before  attempting  a  final 
solution. 

Senator  Cummins.  I  do  not  know  why  you  want  a  test  period. 

Director  General  McAdoo.  I  am  afraid  I  can  not  convince  you 
then,  Senator.     I  have  given  my  reasons  at  length. 

Senator  Cummins.  You  are  thoroughly  convinced  of  the  advantages 
of  unification  ?     There  is  no  question  about  that  ? 

Director  General  McAdoo.  Yes. 

Senator  Cummins.  Nothing  could  happen  that  would  shake  your 
confidence  in  that  principle  of  operation  ? 

Director  General  McAdoo.  No.  I  am  in  doubt  as  to  the  form  and 
character  of  it. 

Senator  Cummins.  Whj^  do  we  not  go  immediately  about  getting 
it  ?     Why  do  you  not  advise  Congress  to  go  ahead  and  secure  it  now  ? 

Director  General  McAdoo.  I  have  no  objection  to  your  doing  it, 
if  you  can  find  a  solution.  My  argument  is  that  you  will  not  have  time 
within  which  to  do  it,  nor  do  I  think  yoa  have  sufficient  information, 
with  the  brief  test  we  have  had  under  war  conditions,  to  illume  the 
subject  as  much  as  I  think  it  should  be  illumed,  and  as  much  as  I 
think  it  will  be  illumed  by  a  longer  test. 

Senator  La  Follette.  In  other  words,  if  I  understand  you,  Mr. 
McAdoo,  the  emphasis  that  is  put  upon  the  comparative  cost  of 
operation  under  Federal  control  with  operation  under  private  con- 
trol, as  we  had  it  before,  is  an  evidence  of  the  importance  of  that 
feature,  which  is  to  be  made  an  argument,  and  perhaps  a  controlling 
one,  in  the  settlement  of  this  question?  If  I  understand  you,  you 
would  like  to  see  that  experiment  extended  over  a  sufficient  period 

Director  General  McAdoo  (interposing).  Under  normal  conditions. 

Senator  La  Follette  (continuing).  Under  normal  conditions — 
for  the  comparison  now  is  not  made  under  normal  conditions.  A 
-comparison  made  under  such  conditions  would  make  it  of  some  value 
in  determining  whether  Federal  control,  as  it  has  been  administered, 
is  better  than  the  old  condition,  or  better  than  the  old  condition  with 
any  modifications  which  have  been  suggested  to  the  present  time. 

Director  General  McAdoo.  Yes. 

Senator  Poindexter.  Is  not  your  recommendation  somewhat  in 
conflict  with  the  President's  recommendation  of  the  2d  of  December  ? 

Director  General  McAdoo.  I  do  not  think  so. 

Senator  Poindexter.  My  understanding  of  his  address  to  the 
Congress  was  a  very  urgent  plea  that  this  problem  be  solved  very 
speedily,  in  order  to  remove  the  uncertainty.  Now,  your  recom- 
mendation is  to  continue  the  experiment  longer  than  the  present 
term.     I  would  just  like  to  recall  what  the  President  said. 
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Director  General  McAdoo.  I  am  familiar  with  it.  It  may  be  that 
we  would  make  more  speed  under  a  5-year  extension  than  otherwise. 

Senator  Poindexter.  He  argues  in  his  address  to  the  Congress 
that  the  necessary  expenditures  and  improvements  on  the  railroads 
can  not  be  financed  until  a  permanent  settlement  is  arrived  at;  and 
yet"  3^ou  recommend  this  period  of  five  years,  during  which  larger 
expenditures  would  be  necessary  ? 

Director  General  McAdoo.  The  President  must  have  had  in  mind, 
of  course,  corporate  expenditures,  unaided  or  unsupported  by  the 
Government  in  any  way. 

And  I  should  also  like  to  have  permission  to  attach,  as  an  exhibit, 
a  chapter  from  my  forthcoming  report  to  the  President  on  the  operat- 
ing features  of  the  railroads  for  the  past  year.  It  covers  the  Division 
of  Operations  and  is  just  now  in  form. 

The  Chairman.  Yes;  we  will  be  very  glad  to  have  it. 

Director  General  McAdoo.  It  goes  more  into  detail  on  some  of  the 
points. 

Senator  Gore.  How  soon  will  that  report  be  available  ? 

Director  General  McAdoo.  It  will  take  several  weeks  before  I  can 
com'plete  it.     It  is  very  voluminous  and  is  in  process  now. 

(Note:  Several  chapters  from  the  Director  General's  annual  report 
to  the  President  appear  at  the  end  of  this  pamphlet.) 

The  Chairman.  ^Ir.  McAdoo,  whom  do  you  suggest  to  the  com- 
mittee to  be  heard?  We  want  to  complete  our  hearings  on  the 
administrative  side  of  this  question. 

Director  General  McAdoo.  I  do  not  know  of  anyone  else  at  the 
moment,  except  as  to  any  questions  of  fact  that  may  arise  during 
the  progress  of  the  hearings.  I  would  suggest,  however,  that  further 
testimony  from  anybody  connected  with  the  Railroad  Administra- 
tion be  given  later,  somewhat  in  the  nature  of  rebuttal  of  things  that 
may  be  presented  in  the  meantime  by  others  who  may  come  here. 
You  may  need  further  information  from  the  Railroad  Administration, 
and  in  that  event  it  can  be  represented  by  some  appropriate  person, 
whose  name  will  be  given  to  you  at  the  proper  time.  I  speak  with 
some  reserve  about  that,  because  I  expect  now  to  divest  myself  of 
my  railroad  robes  of  authority,  and  my  successor  will  have  to  deter- 
mine whether  or  not  he  desires  further  hearing  for  the  Railroad 
Administration. 

Senator  La  Follette.  May  I  ask  if  some  of  your  staff  will  be  in 
attendance  during  further  hearings  on  this  subject  ? 

Director  General  McAdoo.  Yes,  I  was  going  to  ask  Judge  Payne 
to  be  in  attendance,  but  he  has  been  laid  up  with  influenza.  I  pre- 
sume he  mil  be  here  next  week ;  if  not,  we  shall  try  to  have  someone 
else  in  attendance. 

Senator  Pomerene.  The  burden  of  your  testimony  has  been  to 
show  the  necessity  of  greater  unification  in  the  operation  of  the  rail- 
roads. Now,  if  you  or  your  staff  have  considered  what  additional 
legislation  should  be  necessary  to  carry  that  out,  I  would  like  to  have 
the  benefit  of  their  views. 

Director  General  McAdoo.  We  have  not  considered  it.  Senator. 
That  is  a  matter  of  form  and  substance,  and  we  have  not  prepared 
any  plans. 

The  Chairman.  You  have  no  suggestions  to  make  as  to  any  modi- 
fication of  the  present  law,  to  meet  your  five-year  plan  ? 
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Director  General  McAdoo.  The  amendment  providing  for  the  ex- 
tension would  be  a  very  simple  matter.  It  would  provide  the  exten- 
sion of  time,  and  for  an  additional  revolving  fund  to  take  care  of  the 
situation. 

The  Chairman.  The  reason  I  suggested  to  you  having  someone 
here,  if  you  desire  to  have  any  of  your  force  here,  is  because  we  want 
to  continue  the  hearings  on  Monday,  and  according  to  the  program 
outlined  by  the  committee,  succeeding  you  will  very  probably  be  the 
railroads,  and  if  you  have  no  other  to  suggest  on  Monday,  beginning 
at  1 1  o'clock,  the  committee  will  meet. 

Senator  Cummins.  At  what  time  ? 

The  Chairman.  At  11  o'clock. 

Senator  Cummins.  Mr.  Chairman,  I  want  to  make  this  suggestion ; 
we  have  got  to  divide  our  time  between  the  sessions  of  the  Senate 
and  the  sessions  of  this  committee,  and  I  think  it  would  be  very 
helpful  if  we  could  reach  some  definite  conclusion  as  to  that  division 
now  so  that  we  would  know  when  the  committee  would  meet. 


OPERATION. 


The  Division  of  Operation,  formerly  known  as  the  Division  of 
Transportation,  was  established  on  February  9,  1918,  and  Mr.  Carl  R. 
Gray,  an  operating  official  of  wide  experience,  was  appointed  di- 
rector. This  division,  with  the  thorough  and  sympathetic  coopera- 
tion of  the  various  Regional  Directors,  Federal  managers,  and 
operating  officials  and  employees,  has  proved  most  effective  in  meet- 
ing the  enormous  problems  facing  the  railroads,  and  their  work  has 
assisted  enormously  in  keeping  in  a  healthy  condition  the  transporta- 
tion system  of  the  country,  essential  in  peace  times,  but  doubly  essen- 
tial during  the  past  year  when  the  Nation  was  engaged  in  a  war  with 
the  most  powerful  military  autocracy  ever  created. 

In  order  to  understand  the  operating  problems  presenting  them- 
selves with  the  inauguration  of  Federal  control,  it  will  be  necessary 
to  recount  some  of  the  potent  causes  producing  the  serious  conditions 
of  congestion  which  resulted  in  the  railroads  being  taken  over  by 
the  Federal  Government,  and  I  will  enumerate  the  steps  which  were 
taken  to  overcome  them. 

DIFFICULTIES. 

1.  Accumulation  of  export  freight  at  North  Atlantic  terminals, 
which  was  reflecting  itself  immediately  in  an  inability  to  success- 
fully handle  domestic  freight.  There  was  no  coordination  of  rail 
and  overseas  transportation.  The  accumulation  was  chiefly  disturb- 
ing because  it  was  stationary,  and  frequently  comprehended  unload- 
ing on  the  ground,  to  be  afterwards  loaded  upon  cars  and  moved  to 
piers.  The  lack  of  coordination  between  rail  lines  and  the  overseas 
carriers  was  overcome  by  the  creation  of  the  Exports  Control  Com- 
mittee referred  to  herein,  and  export  freight  was  brought  forward 
from  the  interior  only  when  ocean  shipping  was  available. 

2.  Shortage  of  motive  power.  As  a  result,  engines  had  been  kept 
in  service  under  pressure  of  necessity  which  should  have  been  thor- 
oughly overhauled,  and  one  of  the  immediate  effects  of  the  severe 
winter  weather  was  to  render  engines  of  this  class  entirely  unavailable. 

3.  Heavy  building  operations  by  different  branches  of  the  Govern- 
ment, the  contractors  for  which  ordered  materials  forwarded  far  in 
advance  of  their  ability  to  receive  and  unload.  There  was  at  one 
time  over  5,000  carloads  of  piling  alone  for  the  Hog  Island  shipyard 
in  excess  of  its  ability  to  accept. 
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4.  On  account  of  the  feverish  demand  for  materials  of  all  kinds 
manufacturers  purchased  raw  materials  from  unusual  markets  in 
excessive  quantities,  with  the  frequent  result  that  arrivals  were  badly 
bunched  and  unloading  was  slow  and  difficult.  This  was  particu- 
larly true  in  the  heavy  manufacturing  districts  north  of  the  Potomac 
and  east  of  Pittsburgh. 

5.  The  necessity  for  giving  priority  to  shipments  of  Government 
freight  and  the  lack  of  a  central  control,  even  in  a  single  department, 
to  decide  upon  the  degrees  of  importance  in  priority.  This  had  re- 
sulted in  many  instances  through  the  insistence  of  some  energetic 
officer  handling  a  single  class  of  material  in  a  preference  movement 
being  given  to  freight  of  minor  relative  importance. 

6.  The  withdrawal  for  overseas  service  of  Atlantic  coastwise  ves- 
sels, both  of  railroad  and  independent  ownership,  resulting  in  a  call 
upon  the  rail  carriers  for  the  transportation  of  an  enormous  amount 
of  tonnage  w^hich  ordinarily  moved  by  water. 

LESSONS  LEARNED. 

Certain  general  conclusions  can  safely  be  drawn  from  a  year's 
experience  of  operation  of  the  railroads  as  one  unit.  Given  average 
weather  conditions,  and  with  the  exception  of  the  Pittsburgh  gate- 
way, which  merits  especial  treatment,  there  is  no  question  of  the 
ability  of  the  railroads  to  transport  to  destination  all  of  the  freight 
offering,  either  domestic  or  for  overseas,  provided  there  are  facilities 
for  prompt  disposition  and  unloading  at  destination. 

The  controlling  factor  throughout  our  experience  has  not  been  in 
the  road  transportation,  but  at  the  ultimate  destination,  and  any 
serious  conditions  of  congestion  obtaining  on  any  of  the  trunk  lines 
en  route  has  been  the  reflex  of  the  conditions  at  the  terminals  them- 
selves. 

Practically  all  transportation  in  the  United  States  has  been  based 
primarily  upon  the  desires  and  necessities  of  the  consignor  rather 
than  upon  the  abilities  of  the  consignee  to  receive  and  digest  the 
freight. 

The  winter  conditions,  beginning  about  December  1,  1917.  and 
which  were  at  their  worst  when  Federal  control  began,  continued 
until  well  into  March,  and  were  the  most  severe  known  to  railroad 
history,  and  continued  for  a  longer  period  of  time. 

The  congested  area  was,  generally  speaking,  in  the  territory  north 
of  the  Ohio  and  Potomac  Kivers  and  east  of  the  Mississippi  River 
and  Chicago. 

Due  to  the  causes  above  enumerated,  as  well  as  to  the  fact  that  the 
movement  itself  was  of  unusual  volume,  there  was  in  this  territory, 
when  the  railroads  came  under  Federal  control,  62,247  carloads  of 


EXTENSION    OF   GOVERNMENT  CONTROL   OP   RAILROADS.  127 

freight  which  was  being  delayed  short  of  its  ultimate  destination,  in 
addition  to  which  there  were  held  by  the  lines  at  and  west  of  St. 
Louis  31,421  carloads;  at  and  west  of  Chicago,  24,836  carloads;  at 
and  south  of  the  Ohio  River  gateways,  14,061  carloads ;  and  at  and 
south  of  the  Potomac  River  gateways,  15,545  carloads. 

The  majority  of  this  freight  was  for  destinations  within  a  line 
drawn  from  Portland,  Me.,  through  Albany,  Rochester,  Harrisburg, 
and  Baltimore.  This  congestion  was  practically  cleared  up  May  1, 
1918. 

BITUMINOUS  COAL. 

The  most  serious  situation  presented  itself  in  the  case  of  bituminous 
coal.    This  condition  was  the  result  of  three  factors : 

1.  An  actual  shortage  of  cars  at  the  mines  on  account  of  the 
number  delayed  under  load  in  the  congested  area  and  the  limitations 
upon  transportation  due  to  the  extraordinarily  blizzard  weather ; 

2.  The  lack  of  systematic  distribution,  which  the  Fuel  Administra- 
tion was  arranging  to  provide;  and 

3.  The  dislocation  of  the  New  England  supply,  which  was  the 
result  of  the  withdrawal  of  coastwise  steamships,  and  which  pre- 
sented, on  January  1,  1918,  the  most  serious  single  situation. 

The  bituminous  coal  production  for  the  preceding  year  had  been 
the  largest  in  the  history  of  that  industry,  approximating  544,000,000 
tons,  an  increase  of  about  12  per  cent  over  the  preceding  year.  The 
severe  weather  conditions  prevailing  in  January,  1918,  resulted  in  a 
decreased  production,  almost  entirely  due  to  car  supply,  of  65,294  car 
loads.  Immediate  and  drastic  steps  were  taken  to  remedy  this  situa- 
tion and,  notwithstanding  the  fact  that  the  weather  continued  to  be 
unduly  severe  throughout  February  and  part  of  March,  the  railroads 
got  on  their  feet,  and  in  February  produced  an  increase  of  24,366 
cars  of  coal  over  the  preceding  February,  and  for  the  succeeding 
months  increases  over  the  respective  corresponding  months  of  the 
preceding  year  were  as  follows : 

Cars. 

March 38,202 

April G4,824 

May 87,036 

June 92,734 

July 150,288 

August 130,686 

September 128,942 

October 89,882 

or  a  net  increase  for  the  10  months  of  741,666  cars,  or  approximately 
37,083,300  tons. 

New  England's  necessities  have  been  fully  met  and  the  largest 
tonnage  of  coal  ever  known — 28,153,317  tons — has  been  moved  to  the 
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Lake  Erie  ports  and  transported  to  the  northwest,  compared  with 
26,826,000  tons  in  1917 ;  24,692,000  tons  in  1916,  and  21,507,000  tons  in 
1915. 

For  the  Lake  season  of  1917,  479,058  cars  of  coal  were  dumped  into 
vessels  at  the  Lake  Erie  docks,  with  an  average  delay  of  2.3  days  per 
car,  which  was  the  result  of  the  first  year's  effort  at  cooperation  under 
a  single  nongovernmental  control  between  the  railroads,  the  coal 
producers,  and  the  Lake  carriers. 

For  the  season  just  closed,  542,380  cars  of  coal  were  dumped  into 
vessels  at  Lake  Erie  docks,  with  an  average  delay  per  car  of  1.45  days. 
This  very  satisfactory  result  was  attained  through  the  cooperation  of 
thejcoal  producers,  ore  receivers,  and  the  Lake  carriers,  with  the  Rail- 
road Administration  through  the  formation  of  the  Cleveland  Ore  & 
Coal  Exchange. 

A  very  considerable  proportion  of  the  credit  for  the  increase  in 
the  coal  production  must  be  attributed  to  the  operation  of  the  zone 
plan,  to  which  special  reference  is  made  hereafter,  and  which  over- 
came the  cross  hauling  of  coal  and  insured  its  provision  from  the 
nearest  accessible  market. 

FOOD. 

Another  serious  condition  arising  early  in  the  year  was  the  threat- 
ened shortage  of  foodstuffs  for  the  allies.  A  program  had  been  ar- 
ranged by  the  Food  Administration,  by  which  approximately  1,160,000 
tons  of  food  of  all  kinds  per  month  was  to  be  forwarded  to  the  allies. 
Early  in  February  the  matter  was  brought  earnestly  to  the  attention 
of  the  Railroad  Administration  by  the  Council  of  National  Defense, 
the  Food  Administration,  and  the  representatiA^es  of  the  allies.  Ap- 
proximately 750,000  tons  only  had  been  forwarded  in  January,  and 
at  the  then  rate  of  progress  only  500,000  tons  would  have  been  for- 
warded in  February. 

The  situation  was  represented  to  be  of  the  utmost  importance  and 
was  taken  hold  of  with  vigor.  Empty  box  cars  were  moved  in 
preference  from  all  portions  of  the  East  and  South  into  the  western 
grain  States,  with  the  result  that  by  March  15  the  vessel  capacity  of 
the  allies  had  been  satisfied  and  there  was  available  at  North  Atlantic 
ports  an  excess  on  wheels  of  6,318  cars  of  foodstuffs,  exclusive  of 
grain  on  cars  and  in  elevators. 

This  situation  has  not  at  any  time  since  presented  any  embarrass- 
ments and  has  been  fully  and  satisfactorily  met. 

FURNACE  SITUATION. 

The  severe  weather  conditions  and  the  resulting  car  shortages  had 
produced  a  very  serious  situation  with  respect  to  the  blast  furnaces 
in  the  eastern  territory.     On  January  12,  1918,  out  of  a  total  of  169 
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furnaces  IT  per  cent  were  out  of  blast.  This  situation  was  accentu- 
ated during  the  month  of  January,  until  on  February  1,  22  per  cent 
were  out  of  blast. 

This  was  given  special  consideration  and  a  steady  improvement  was 
made  until  June  1.     Since  then  the  situation  has  been  practically 

normal. 

LEASE  OF  LOCOMOTIVES. 

At  the  beginning  of  Federal  control  the  Baldwin  Locomotive 
Works  and  the  American  Locomotive  Co.'s  plants  were  occupied  in 
the  construction  of  locomotives  for  the  Russian  Government,  which, 
on  account  of  the  conditions  prevailing  in  that  country,  it  was  im- 
possible to  deliver.  Two  hundred  of  these  locomotives  were  par- 
tially constructed  and  practically  all  of  the  material  was  fabricated. 
These  200  locomotives  were  taken  over  by  the  War  Department  and 
leased  to  the  Eailroad  Administration  and  are  in  service.  They 
were  constructed  to  a  5-foot  gauge,  as  contrasted  with  our  4-foot 
8^-inch  regulation.  This  difference  was  taken  up  by  the  use  of  wide 
tires,  and  these  engines  have  been  giving  good  service  and  came  at 
a  time  when  the  need  of  additional  motive  power  was  very  great. 

A  temporary  lease  of  135  light  consolidation  locomotives  was  made 
with  the  War  Department.  These  locomotives  were  for  use  in 
France  and  were  returned  and  shipped  overseas  during  the  months 
of  August  and  September. 

Just  prior  to  the  inauguration  of  Federal  control  the  Railroads' 
War  Board,  which  had  been  voluntarily  formed  by  the  individual 
railroads,  had  transferred  to  the  eastern  territory  92  engines  from 
western  and  15  engines  from  southern  railroads.  In  addition,  as 
they  came  from  the  manufacturers,  130  new  locomotives,  which  had 
been  constructed  for  southern,  southwestern,  northwestern,  and  cen- 
tral western  railroads,  were  placed  in  service  on  eastern  lines. 

In  addition  to  this  transfer  of  power  into  the  eastern  region,  there 
was  a  relocation  of  power  inside  of  that  region  from  one  road  to 
another,  amounting  to  215  locomotives. 

•  TRANSPORTATION. 

While  it  is  not  possible  in  a  report  of  reasonable  length  to  epitomize 
in  detail  the  action  taken  under  unified  control  to  simplify  and 
economize  methods  of  transportation,  they  can  be  briefly  stated  as 
coming  under  the  following  general  heads : 

(1)  Unification  of  terminals. — This  has  been  general  throughout 
the  country  at  both  large  and  small  stations,  but  has  been  of  the 
greatest  importance  at  the  larger  terminals,  where  terminal  managers 
have  been  appointed  with  jurisdiction  over  the  facilities  of  all  lines. 
Where  unnecessary  mileage  was  not  involved,  a  consistent  effort  has 
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been  made  to  route  freight  so  as  to  arrive  at  the  specific  terminal 
where  it  Avas  to  be  disposed  of,  and,  so  far  as  practicable,  interchange 
switching  in  terminals  has  been  eliminated. 

In  Chicago  terminals,  it  has  been  the  practice  under  private  con- 
trol to  reconsign  practically  all  coal  after  arrival.  By  cooperation 
with  producers,  66  per  cent  of  the  coal  arriving  at  Chicago,  in  Au- 
gust, was  consigned  direct  to  consumer  from  the  mines,  and  cross- 
hauling  coal  between  terminal  lines  was  greatly  reduced  through 
the  same  cooperation,  whereby  coal  was  used  wherever  possible 
upon  the  rails  of  the  individual  road  over  which  it  arrived. 

Single  track  separately  owned  lines  between  Pueblo  and  Denver, 
118.5  miles,  and  between  Wells,  Nev.,  and  Winnemucca,  Nev.,  185 
miles,  have  been  utilized  as  double  track. 

The  reports  of  the  Eegional  Directors,  which  follow,  will  give 
in  detail  the  information  as  to  unification  of  terminals  and  facili- 
ties. However,  the  following  are  typical  examples  of  what  has  been 
done : 

The  Southern  Pacific;  Atchison,  Topeka  &  Santa  Fe,  and  West- 
ern Pacific,  each  maintained  passenger  ferry  service  between  Oak- 
land and  San  Francisco.  Santa  Fe  and  Western  Pacific  passenger 
trains  have  been  brought  into  the  Oakland  Mole  of  the  Southern 
Pacific.  The  latter  railroad's  ferry  facilities  were  ample  for  the 
three  lines,  so  it  was  possible  to  dispense  with  the  ferry  service  of 
both  the  Santa  Fe  and  the  Western  Pacific,  at  an  approximate  saving 
of  $315,000  per  annum. 

All  railroad  marine  facilities  in  New  York  Harbor  were  con- 
solidated under  a  marine  manager,  and  have  been  used  in  common 
with  very  satisfactory  results. 

One  hundred  and  seventeen  coal-carrying  barges  and  18  tugs  be- 
longing to  the  Philadelphia  &  Reading,  Lehigh  Valley,  New  York, 
Ontario  &  Western,  and  Erie  Railroads  were  pooled  under  a  single 
management. 

All  passenger  trains  of  the  Baltimore  &  Ohio  and  through  pas- 
senger trains  of  the  Lehigh  Valley  were  brought  into  the  Pennsyl- 
vania Railroad  terminal  in  New  York  City.  • 

(2)  Short  hauling  of  freight. — Instructions  were  issued  immedi- 
ately upon  the  inauguration  of  Federal  control  providing  for  the 
movement  of  freight  by  the  shortest  practicable  route.  This  prac- 
tice has  been  consistently  followed,  except  where  better  grade  con- 
ditions and  less  congestion  were  favorable  factors  on  a  somewhat 
longer  line.  Agencies  were  created  whereby  failure  to  observe  the 
correct  routing  was  detected  and  remedied. 

It  is  impossible,  of  course,  to  estimate  the  total  saving  accom- 
plished in  this  direction.  An  instance,  however,  is  available  in  the 
case  of  the  Northwestern  region,  where  the  correction  of  improper 
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routing,  within  a  period  of  five  months,  on  34,941  car  loads,  re- 
sulted in  a  saving  of  4,054,455  car-miles. 

(3)  Solid  trains. — This  practice  was  inaugurated  of  creating  solid 
trains  for  definite  destinations  b}'^  building  up  at  Chicago,  Minne- 
apolis and  St.  Paul,  St.  Louis  and  Missouri  River  crossings,  which 
resulted  in  a  natural  decrease  in  intermediate  terminal  switching  and 
the  expedition  of  essential  Government  freight.  This  has  been  espe- 
cially valuable  in  the  transportation  of  export  food  of  all  kinds, 
meats,  grain  and  grain  products,  and  of  munitions  and  steel  for 
shipbuilding  plants. 

(4)  Elimination  of  nonessential  passenger  trains. — The  question 
of  duplicate  and  unnecessary  passenger-train  service  has  been  given 
the  most  careful  consideration,  with  the  result  that  a  number  of 
trains  have  been  discontinued  which  fell  in  one  of  these  classes. 
Between  the  important  terminals  the  remaining  trains  have  been 
so  spaced  as  to  actually  afford  greater  variety  and  extent  of  service 
than  was  possible  heretofore  where,  through  competitive  conditions, 
the  trains  on  the  several  lines  practically  duplicated  each  other. 
The  saving  per  year  in  passenger-train  miles  by  regions  is  as  follows : 

Eastern 16,  253,  914 

Allegheny 4,  870,  000 

Southern 1,  702,  480 

Northwestern 23,  280,  400 

Central  western 16,  772,  524 

Southwestern 4,  411,  244 

(5)  Gorrumon  use  of  freight  cars. — This  subject  is  dealt  with  in 
detail  under  the  heading  of  "  Car  Service  Section." 

(6)  Common  use  of  repair  shops. — See  reference  to  mechanical 
department. 

(7)  Use  of  New  York  tutes. — On  account  of  the  very  serious 
conditions  arising  from  the  unprecedented  ice  troubles  in  New  York 
Harbor,  the  Pennsylvania  passenger  tubes  were  utilized  for  the 
movement  of  anthracite  coal  from  the  Jersey  terminals  to  Long 
Island,  which  afforded  a  very  substantial  relief  at  a  most  critical 
time.  Under  its  franchise  this  could  not  have  been  done  by  the 
Pennsylvania  Railroad  under  private  operation. 

(8)  Pittsburgh  gateway. — The  extraordinary  development  of  in- 
dustrial activities  in  and  around  Pittsburgh,  and  the  enormous  ton- 
nage which  is  handled  locally,  makes  it  very  difficult  to  use  this 
gateway  for  trunk-line  traffic,  and  this  is  especially  true  when  the 
through  and  local  business  increases  coincidentally,  as  is  usually 
the  case.  Physical  conditions,  which  embrace  a  narrow  gorge  and  a 
large  city,  render  the  solution  of  this  problem  exceedingl}^  difficult 
of  local  treatment. 
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It  is  my  conviction  that  as  soon  as  practicable  the  trunk-line  rail- 
roads through  Pittsburgh  should  be  relieved  by  the  construction  of 
an  entirely  new  line  for  freight  purposes,  connecting  them  east  and 
west  of  Pittsburgh  but  entirely  avoiding  the  industrial  area. 

This  presents  the  single  notable  exception  to  the  statement  made 
previously  regarding  the  capacity  of  the  railroads. 

(9)  Coal  zone  'plan. — The  experience  of  the  railroads  under 
private  ownership,  especially  with  a  demand  for  coal  far  in  excess 
of  the  tonnage  produced,  was  that  shippers  reached  out  into  mar- 
kets far  beyond  the  territory  in  which  their  particular  coal  had 
normally  been  sold  in  previous  years.  The  result  w^as  a  very  con- 
siderable waste  of  transportation,  in  that  a  much  greater  car  mile- 
age, reasonably  estimated  as  running  into  millions  of  car-miles,  was 
necessary  to  supply  the  country  with  its  normal  coal  requirements 
than  would  have  been  the  case  had  shippers  chosen  to  content  them- 
selves with  normal  markets. 

To  meet  this  situation  the  Railroad  and  Fuel  Administrations 
jointly  established  what  has  come  to  be  known  as  the  bituminous 
coal  zone  plan  of  distribution. 

Under  this  plan  the  various  bituminous  coal  mining  districts  east 
of  the  Rocky  Mountains  were  separated  and  each  assigned  a  definite 
territory  wherein  it  could  market  its  coal.  It  was  further  pro- 
vided that  coal  from  any  district  could  be  shipped  to  destinations 
beyond  the  zone  allotted  to  that  district  only  upon  permit  of  the 
Fuel  Administration,  which  was  recognized  by  the  Railroad  Ad- 
ministration as  constituting  exemption  from  the  railroad  embargoes 
which  were  laid  down  to  give  force  and  effect  to  the  zone  plan. 
This  permitted  proper  distribution  beyond  zone  lines  of  certain 
special  grades  of  coal,  coal  for  by-products  use  being  a  specific 
example. 

The  coal-zoning  plan,  however,  did  not  merely  save  car-miles,  and 
thus  permit  the  production  and  transportation  of  several  millions 
more  tons  of  coal  than  would  otherwise  have  been  possible;  it  fur- 
nished, in  addition,  the  means  of  utilizing  coal  produced  in  the 
Plains  States,  which  would  not  otherwise  have  been  produced.  This 
was  made  possible  by  prohibiting  the  shipment  of  certain  eastern 
coal  which  the  war  program  required  to  be  kept  in  the  East  to  ter- 
ritory in  the  West. 

RESULTS. 

It  can  be  said,  by  way  of  summary,  that  the  deliberate  purpose  and 
the  ultimate  result  of  the  plan  was  to  compel  the  greater  use  of  west- 
ern coal  and  conserve,  for  war  purposes,  eastern  coal,  and  to  permit 
the  greater  production  of  both  by  avoiding  useless  waste  of  trans- 
portation. 
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The  zone  lines  laid  down,  effective  April  1,  1918,  have  been  very 
closelj'  adhered  to  since,  slight  modifications  having  been  made  from 
time  to  time  as  domestic  and  war  conditions  demanded. 

MARINE  DEPARTMENT. 

The  following  matters  have  been  handled  by  this  department, 
which  has  been  under  the  direct  supervision  of  Mr.  Frank  C.  Wright: 

1.  General  supervision  of  all  water  transportation  under  Federal 
control  on  the  Atlantic  and  Pacific  Oceans,  Gulf  of  Mexico,  their 
tributaries,  and  also  the  Great  Lakes. 

The  following  special  subjects  have  also  been  handled : 

1.  Protection  of  coal  supply  for  the  New  England  States. 

2.  Protection  of  pulp-wood  supply  to  insure  ample  supply  of  news- 
print paper. 

3.  Cape  Cod  Canal. 

4.  Foreign  coal  supply  for  New  England  railroads  under  Federal 
control. 

5.  Movement  of  potatoes  from  Maine. 

This  department  has  had  direct  supervision  over  the  marine  facil- 
ities of  the  Division  of  Operations.  The  following  railroad-owned 
coastwise  steamship  companies  were  taken  over  December  28,  1917 : 

Southern  Pacific  Steamship  Co.,  Ocean  Steamship  Co.,  Old  Do- 
minion Steamship  Co.,  Chesapeake  Steamship  Co.,  Baltimore  Steam 
Packet  Co.,  San  Francisco  &  Portland  Steamship  Co.,  New  England 
Navigation  Co.,  a  total  of  61  ships. 

In  addition  to  the  above,  by  presidential  proclamation  the  prop- 
erties of  the  following  steamship  companies  were  taken  over  on  April 
13,  1918: 

Mallory  Steamship  Co.,  Clyde  Steamship  Co.,  Southern  Steam- 
ship Co.,  Merchants  &  Miners'  Transportation  Co.,  a  total  of  51 
ships.  The  properties  of  the  four  latter  companies  were  returned  to 
their  owners  by  an  order  issued  on  December  6,  1918. 

The  original  withdrawals  of  ships  from  the  coastwise  service  threw 
upon  the  railroads  a  wholly  unusual  and  unexpected  tonnage  which, 
unfortunately,  moved  into  and  through  the  most  congested  areas. 
It  was  not  possible  to  utilize  privately  owned  steamship  lines  for  this 
purpose,  because,  naturally,  they  were  disposed  to  seek  that  class  of 
tonnage  Avhich  paid  the  highest  rates  and  which  they  could  concen- 
trate for  a  single  port.  Under  Federal  control  the  tonnage  which 
would  most  relieve  the  rail  lines  has  been  turned  to  the  Coastwise 
Steamship  Section. 

In  the  operation  of  the  Coastwise  Steamship  Section  tonnage  was 
diverted  from  the  Southwest  as  well  as  from  the  entire  South,  and 
the  supply  of  cotton  for  New  England  mills  and  of  raw  materials 
for  eastern  war  industries  was  successfully  accomplished  through 
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South  Atlantic  ports,  at  a  time  when  rail  gateways  were  partially 
closed. 

To  relieve  the  northern  trunk  lines,  seven  cargo  vessels  .were  oper- 
ated between  Lake  Michigan  ports  and  Buffalo,  handling  a  total  for 
the  season  of  navigation  of  599,811  tons. 

The  cessation  of  war  activities  has  lightened  the  burden  upon 
coastwise  railroads  to  such  an  extent  that  the  business  can  now  easily 
be  handled  by  the  railroad-owned  steamships  and  the  rail  lines. 

METHODS. 

All  coastwise  lines  were  operated  from  April  13, 1918,  to  September 
1,  1918,  by  the  Coastwise  Steamship  Advisory  Committee.  On  Sep- 
tember 1  all  coastwise  lines  under  Federal  control  were  combined 
under  H.  B.  Walker,  Federal  manager,  with  headquarters  at  New 
York,  making  possible  the  transfer  of  vessels  from  one  service  to  an- 
other regardless  of  ownership,  enabling  the  greatly  reduced  fleet  to 
effect  prompt  movement  of  all  business.  The  operation  of  vessels 
was  seriously  interfered  with  by  German  submarine  operations  on  the 
Atlantic  coast,  necessitating  running  without  lights  and  making  long 
detours  to  avoid  submarines  and  mines.  The  steamship  City  of 
Athens  was  sunk  by  collision  with  the  French  cruiser  Le  Gloire  on 
May  1, 1918.  The  steamship  Proteus  was  sunk  by  collision  with  tank 
steamship  Gushing  off  Cape  Hatteras  August  19.  Steamship  &an 
Saha  was  sunk  by  a  German  mine  off  Barnegat,  N.  J.,  October  4. 
Steamship  Onondaga  sunk  June  28  off  Watch  Hill,  R.  I.,  while  de- 
touring  under  Navy  orders  to  avoid  submarines  then  operating  on  the 
New  England  coast.  Total  loss  of  vessels  resulted  in  each  of  these 
cases.  Thirty-two  ships  of  the  coastwise  fleets  were  in  the  service  of 
the  War  and  Navy  Departments  and  one  in  the  service  of  the  Italian 
Government  during  the  report  period.  The  latter  vessel — Old  Do- 
minion steamship  Tyler — was  destroyed  by  submarine  on  May  2, 1918. 
The  steamer  Neches^  of  the  Mallory  Steamship  Co.,  while  in  War  De- 
partment service  was  sunk  by  collision  on  May  14,  1918,  in  British 
waters. 

The  properties  of  the  Clyde,  Mallory,  and  Southern  Steamship  Cos. 
and  the  Merchants  &  Miners'  Transportation  Co.  were  relinquished  to 
their  owners  on  December  6  by  order  of  the  Director  General  dated 
December  5,  leaving  under  Federal  control  in  coastwise  service  the 
Old  Dominion  Steamship  Co.,  Ocean  Steamship  Co.  of  Savannah, 
and  Southern  Pacific  Steamship  Line,  all  of  railroad  ownership  and 
integral  parts  of  important  railway  systems. 

The  Central  Vermont  Steamship  Co.,  the  New  England  Steam- 
ship Co.,  Hartford  &  New  York  Transportation  Co.,  and  Marthas 
Vineyard,  New  Bedford  &  Nantucket  Steamboat  Co.,  operating  on 
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Long  Island  Sound,  Baltimore  Steam  Packet  Co.  and  Chesapeake 
Steamship  Co.,  operating  on  Chesapeake  Bay,  San  Francisco  &  Port- 
land Steamship  Co.,  operating  on  the  Pacific  Ocean,  have  also  been 
handled,  through  the  directors  of  the  regions  where  located.  Five 
chartered  steamers  were  operated  between  Buffalo  and  Chicago- 
Milwaukee  on  the  Great  Lakes  during  the  1918  season  of  navigation. 
The  coal-carrying  fleet  of  the  Philadelphia  &  Reading  Railroad, 
consisting  of  67  seagoing  barges  and  10  tugboats,  operating  between 
Philadelphia  and  Boston,  via  Cape  May,  in  the  New  England  coal 
service,  was  transferred,  to  avoid  submarine  interference,  to  the 
route  between  Port  Reading,  N.  J.,  on  New  York  Harbor,  and 
Boston,  via  Long  Island  Sound,  and  Cape  Cod  Canal,  increasing  the 
rail  movement  on  coal  by  70  miles  and  reducing  the  water  move- 
ment 185  miles.  The  constructive  saving  is  much  larger,  due  to  the 
protection  against  weather,  fogs,  ice,  and  other  interference  with 
navigation  afforded  by  the  shorter  route  in  protected  waters.  No 
submarine  interference  was  possible  after  the  change.  On  July  21 
the  Lehigh  Valley  tug  Perth  Amboy  and  three  barges  were  sunk  by 
shell  fire  from  a  German  submarine  off  Orleans,  Mass.,  while  en 
route  from  Portland  to  New  York  via  the  outside  route.  The  tug 
has  been  restored  to  original  condition  and  service.  Salvage  work 
on  the  barges  will  be  undertaken  when  the  equipment  is  available. 

To  promote  uniform  service  and  efficiency  in  operation,  the  coal- 
handling  fleets  of  the  Philadelphia  &  Reading,  Lehigh  Valley,  Erie, 
and  Ontario  &  Western  Railroads,  comprising  117  seagoing  barges 
and  18  powerful  tugs,  have  been  combined  under  the  management 
of  Marine  Director  Pollock,  New  York  Harbor.  By  proper  coordi- 
nation with  the  coal-carrying  lines  reaching  New  York  Harbor  and 
the  New  England  railroads  this  combined  fleet  with  all  the  all-rail 
routes  of  the  Railroad  Administration  has  sufficient  capacity  to  move 
all  coal  tonnage  to  New  England  required  by  present  conditions. 

Coal  for  New  England. — The  budget  for  New  England  coal  for  the 
coal  year  beginning  April  1,  1918,  after  exhaustive  conferences  with 
the  Fuel  Administration  and  its  New  England  representatives,  was 
decided  upon  as  follows: 

Bituminous :  Tons. 

All  rail 9, 182,  200 

Rail  and  water 20,504,900 

Total 29,  687, 100 

Anthracite : 

All  rail 5, 165,  500 

Rail  and  water 5, 165,  500 

Total 10,  331,  000 


136         EXTENSION   OF   GOVERNMENT  CONTKOL  OF   RAILROADS. 

Up  to  November  30  the  following  tonnage  had  been  moved : 

Bituminous :  Tons. 

All  rail 7,  502,  463 

Rail  and  water 12,  228,  041 

Total '  19,  730,  504 

Anthracite : 

All  rail 3,  887,  981 

Rail  and  water 3,058,304 

Total '  6,  946,  285 

It  will  be  noted  that  as  to  anthracite  the  performance  has  exceeded 
the  eight  months'  program  by  58,949  tons,  while  the  bituminous  has 
fallen  behind  60,896  tons. 

NEEDS  OF  NEW  ENGLAND  MET. 

I  am  especially  pleased  to  report  that  with  the  tonnage  moved  and 
now  moving  the  needs  of  New  England  have  been  fully  met. 

Pulp  wood  for  news-print  j^aper. — A  critical  situation  developed  in 
June,  1918,  on  account  of  the  shortage  of  pulp  wood  for  news-print 
mills  in  interior  Maine.  A  supply  of  pulp  wood  had  previously  been 
brought  by  water  and  on  tramp  steamers  from  ports  in  New  Bruns- 
wick and  Quebec.  These  steamers  had  been  withdrawn  by  the 
owners,  and  this  emergency  was  taken  care  of  by  a  program  which 
provided  for  the  movement  of  a  considerable  part  of  this  tonnage  by 
rail.  The  residue  was  cared  for  in  steamers  which  were  regularly 
assigned  for  the  handling  of  railroad  coal  from  Cape  Breton  to  New 
England. 

There  was  some  sacrifice  of  efficiency  through  displacement  of 
desirable  coal  occasioned  by  the  carrying  out  of  this  program,  but, 
in  view  of  the  fact  that  at  least  100  newspapers  were  absolutely  de- 
pendent for  their  print  paper  upon  this  source  of  supply,  it  was 
considered  to  be  entirely  justified. 

At  the  earnest  request  of  the  American  newspaper  publishers  the 
Kailroad  Administration  undertook  to  protect  the  production  of 
news-print  paper  by  moving  pulp  wood  by  rail  from  Chatham  and 
Dalhousie,  on  the  Bay  of  Chaleur,  in  New  Brunswick,  and  from 
many  other  points  in  Maine  and  the  Dominion  of  Canada.  Arrange- 
ments were  made  with  the  Canadian  Government  railways  by  the 
Division  of  Operation  for  the  movement  of  United  States  equipment 
into  New  Brunswick  and  other  Canadian  territory  for  pulp-wood 
movement.  Subsequently  nine  steamers  were  diverted  from  the  Cape 
Breton-New  England  coal  movement  of  the  United  States  Eailroad 

^  As  compared  with  a  program  of  19,791,400  tons. 
2  As  compared  with  a  program  of  6,887.336  tons. 
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Administration  to  move  pulp  wood  from  Gaspe  to  Portland,  Me. 
Under  date  November  19  the  largest  producer  of  news-print  paper, 
the  International  Paper  Co.  of  New  York,  announced  the  completion 
of  the  program  requested  by  the  newspaper  publishers,  concluding  as 
follows : 

The  prompt  aid  afforded  by  the  Division  of  Operation  at  a  time  when  trans- 
portation was  so  uncertain  has  enabled  our  Otis  mill,  at  Livermore  Falls,  Me., 
to  continue  its  supply  of  news  print  to  more  than  100  publishers,  whose  quota 
could  not  have  been  replaced  from  any  other  source  had  this  mill  failed  to 
receive  its  full  supply  of  raw  material. 
Thanking  you  for  the  excellent  work  done  by  your  division,  I  beg  to  remain. 
Yours,  very  truly, 

P.  T.  Dodge,  President. 

Four  hundred  and  ninety-one  thousand  seven  hundred  and  thirty- 
six  cords  of  pulp  wood  were  delivered  at  their  various  news-print 
mills  in  the  period  discussed. 

CAPE  COD  CANAL. 

The  Cape  Cod  Canal  was  taken  under  Federal  control  by  procla- 
mation effective  July  25,  1918.  Formation  of  shoals  in  this  canal 
had  reduced  its  navigable  depth  at  mean  low  water  to  17  feet,  a 
reduction  of  8  feet  from  its  depth  when  completed  in  1916.  The 
rapid  increase  in  shoaling  was  rendering  the  canal  useless  as  a  na- 
tional waterway,  while  the  German  submarines  Avere  destroying 
American  commerce  of  vital  character  off  the  New  England  coast. 
It  had  been  impossible  for  the  canal  owners  to  secure  during  the 
previous  year  the  use  of  dredging  equipment,  practically  all  of  the 
tj^pe  needed  being  in  Government  service  at  the  new  shipyards  and 
naval  bases.  The  losses  in  the  operation  of  the  canal  precluded 
financing  the  extensive  dredging  necessary,  had  equipment  been 
available.  The  canal  was  added  to  the  eastern  region,  previous  man- 
agement being  retained,  under  the  direction  of  the  district  director  of 
the  eastern  region.  An  emergency  appropriation  of  $250,000  was 
provided  for  immediate  dredging,  piling,  bank-protection  work,  and 
other  essential  maintenance  and  betterment  work.  The  canal  was 
opened  on  October  23  for  vessels  drawing  20  feet  6  inches  of  water, 
and  the  completion  of  all  dredging  necessary  to  restore  the  original 
depth  of  25  feet  at  mean  low  water  is  expected  on  February  15. 
Bank  protection,  by  granite  riprapping  has  been  completed.  A  shoal 
near  Wings  Neck  in  Buzzards  Bay,  some  distance  from  the  canal  en- 
trance, is  being  removed  by  the  War  Department  dredge  General 
Gillespie  to  25  feet  depth. 

Through  the  assistance  of  other  departments  of  the  Government, 
approaches  to  the  canal  haA^e  been  improved  for  navigation  by  night 
and  b}^  day.    A  life-saving  station  and  marine  hospital  are  being  in- 
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stalled.  Four  large  tugboats  and  a  force  of  competent  pilots  are  in 
readiness  to  assist  vessels  through  the  canal.  A  supply  of  coal  has 
been  established  for  steam  vessels  requiring  fuel.  Traffic  through  the 
canal  has  greatly  increased  regardless  of  the  interference  of  dredging 
operations  in  the  narrow  section.    Statistics  are  as  follows: 


1918 

1917 

Month. 

Number 
vessels. 

Vessel 
tonnage. 

Cargo 
tonnage. 

Number 
vessels. 

Vessel 
toimage. 

Cargo 
toimage. 

August 

580 
600 
542 
463 

531,725 
540, 896 
476,362 
351,672 

170,529 
226,904 
192,639 
180,991 

450 
364 
317 
266 

407,129 
401,940 
355,277 
182, 575 

92, 670 

September 

87, 702 

92,048 

94,015 

2,185 

1,900,675 

771,063 

1,397 

1,346,921 

366, 435 

Increase:  Vessels,  788;  56.4  per  cent.    Vessel  tonnage,  553,754;  41.1  per  cent.    Cargo  tonnage,  404,628; 
114  per  cent. 

On  September  25  the  steamers  Coastwise  and  Bnstol^  length  359 
feet,  beam  49  feet,  drawing  18  feet  of  water,  were  successfully  passed 
through  the  canal  at  mean  low  water.  These  are  the  largest  boats 
operating  in  the  New  England  coal  trade,  their  capacity  approxi- 
mating 7,000  tons  of  coal  each. 

MOVEMENT  OF   POTATOES   FROM    MAINE. 

The  potato  shipping  interests  in  Maine  being  apprehensive  of 

shortage  of  transportation  for  the  Maine  potato  crop  during  the 

coming  winter,  the  Division  of  Operation  was  requested  to  organize 

equipment  supply,  train,  and  if  necessary,  vessel  movement.    Complete 

provision  has  been  made  and  there  is  no  probability  of  weather  or 

any  other  condition  preventing  prompt  and  efficient  movement  of 

this  important  food  and  seed  crop.    Estimate  of  total  crop  is  25,000 

carloads. 

MECHANICAL  DEPARTMENT. 

Reference  has  already  been  made  to  the  serious  conditions  result- 
ing from  the  shortage  of  efficient  motive  power,  particularl}'  in  the 
eastern  section,  and  the  condition  of  the  existing  locomotives  when 
Federal  control  began. 

On  February  9,  1918,  Mr.  Frank  McManamy,  chief  inspector  of 
locomotives  for  the  Interstate  Commerce  Commission,  was  ap- 
pointed manager  of  the  Locomotive  Repair  Section,  and  authorized 
to  coordinate  the  repair  of  locomotives.  On  July  1,  1918,  he  was 
promoted  to  Assistant  Director  in  charge  of  the  mechanical  depart- 
ment and  his  jurisdiction  extended  to  include  car  repairs,  supervi- 
sion of  mechanical  standards,  and  of  tests  for  new  devices.  Later  he 
was  given  jurisdiction  over  the  enforcement  of  Federal  laws  for  the 
promotion  of  safety  for  employees. 
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Methods  adopted  for  improving  equipment. — To  utilize  any  of 
the  large  manufacturing  plants  for  repairs  would  very  seriously 
limit  their  effectiveness  in  the  production  of  new  locomotives,  and 
on  account  of  the  competition  of  high  wages  paid  by  the  shipbuild- 
ing plants  and  war  industries  generally  there  was  a  considerable 
shortage  of  skilled  mechanical  workers  in  railroad  shops. 

Immediate  relief  could  only  be  secured  by  working  a  greater 
number  of  hours.  On  a  large  number  of  railroads  there  were  in 
existence  contracts  with  the  mechanical  crafts  which  limited  the 
number  of  hours  per  day.  The  railway  employees'  department  of 
the  American  Federation  of  Labor,  which  represented  the  mechan- 
ical crafts  on  such  railroads,  very  patriotically  met  this  situation 
and  voluntarily  agreed  that  they  would,  during  the  period  of  the 
war,  waive  their  privileges  in  this  respect. 

As  a  result  of  this,  railroad  shops  on  many  of  the  important  lines 
were  placed  on  a  basis  of  70  hours  per  week,  and  the  remainder  on 
60  hours  per  week,  which  was  approximately  an  average  increase 
of  20  per  cent  in  shop  hours. 

In  June  all  shops  were  placed  on  the  60-hour-per-week  basis, 
which  continued  until  the  signing  of  the  armistice,  when  arrange- 
ments were  made  for  readjusting  the  hours  which  were  reduced  on 
November  25  to  nine,  and  December  9  to  eight  hours  per  day. 

Coordination  of  locomotive  repairs. — A  check  of  the  repair  shops 
indicated  that  their  combined  capacity  was  ample  to  take  care  of 
all  of  the  locomotives  if  they  were  properly  distributed.  Plans  were 
immediately  perfected  to  send  locomotives  to  the  nearest  available 
repair  shop,  regardless  of  ownership  and  to  distribute  the  work  so 
that  each  shop  could  be  worked  to  capacity. 

This  arrangement,  in  many  instances,  actually  reduced  the  dis- 
tance which  defective  locomotives  were  ordinarily  sent  for  repairs, 
and  also  reduced  the  time  such  locomotives  were  held  out  of  service. 

Under  this  plan,  since  January  1,  we  have  transferred  2,065  loco- 
motives to  the  shops  of  other  railroads  under  Federal  control,  where 
they  have  been  given  heavy  classified  repairs;  otherwise,  these  loco- 
motives could  not  have  been  kept  in  service. 

Comparison  of  motive-power  conditions. — Accurate  comparison  of 
motive-power  conditions  with  one  year  ago  are  difficult,  because  of 
the  varying  methods  of  rendering  reports  prevalent  on  the  different 
lines,  the  repairs  on  some  roads  being  divided  into  three  classes, 
while  on  others  they  were  divided  into  more  than  150  classes. 

This  has  been  standardized,  and  the  reports  of  repairs  and  of  the 
condition  of  locomotives  are  now  rendered  by  all  roads  on  the  same 
basis. 

The  improvement  in  the  condition  of  locomotives  is  perhaps  best 
indicated  by  the  fact  that,  notwithstanding  the  tonnage  handled  dur- 
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ing  the  year  has  been  the  heaviest  ever  known,  there  are  now  stored 
in  good  condition  and  ready  for  winter  service,  1,189  locomotives, 
while  one  year  ago  there  was  not  a  single  serviceable  locomotive  in 
storage.  This  improved  condition  is  due  to  the  coordination  of 
shopwork  which  has  resulted  in  an  average  increase  of  20.93  per 
cent  each  week  in  the  number  of  locomotives  receiving  classified 
repairs. 

Condition  of  freight  cars. — The  general  condition  of  freight  cars 
has  also  shown  a  substantial  improvement  since  the  organization  of 
the  mechanical  department. 

The  percentage  of  bad-order  cars  to  revenue  cars  on  line  has  de- 
creased from  7  per  cent  in  July  to  5.3  per  cent,  which  is  a  decrease  of 
approximately  43,000  in  the  number  of  bad-order  cars. 

Standardization  of  equipment. — The  standardization  of  locomo- 
tives and  cars  is  an  ideal  which  has  long  been  striven  for  by  the  vari- 
ous organizations  of  railroad  officials,  and  much  has  been  done  by 
them  to  bring  about  this  result. 

Complete  accomplishment  has  never  heretofore  been  possible  be- 
cause of  an  absence  of  authority  to  enforce  standards  which  might 
be  agreed  upon.  This  has  now  been  accomplished  by  the  prepara- 
tion and  adoption  of  standard  designs  for  different  types  of  locomo- 
tives which  are  suitable  for  all  classes  of  service  and  by  standardiza- 
tion of  freight  and  passenger  equipment. 

This  will  increaase  production  by  eliminating  delay  waiting  for 
designs  and  patterns  and  will  facilitate  repairs  and  reduce  the  num- 
ber of  repair  parts  necessary  to  be  carried  in  stock. 

It  is  interesting  to  note  that  one  of  the  large  locomotive  companies, 
working  solely  upon  engines  of  individual  design,  turned  out  in  a 
five- week  period  ending  August  17  only  104  completed  engines,  while 
the  same  shops  for  the  five  weeks  ending  October  2  produced  163 
engines  of  standardized  design. 

It  would  not  be  safe  to  assume  so  great  an  increase  in  capacity  as 
a  regular  thing,  but  that  the  standardization  does  very  greatly  in- 
crease the  capacity  of  locomotive  shops  is  unquestioned. 

GENERAL  CONDITION  OF  EQUIPMENT  AND  TERMINAL  FACILITIES. 

One  of  the  prime  causes  for  the  necessity  of  Government  control 
of  railroads  and  one  of  the  most  serious  conditions  the  Railroad 
Administration  was  called  on  to  correct  when  assuming  control,  was 
the  general  bad  condition  of  locomotives  and  cars. 

An  extended  period  of  heavy  business,  high  prices  for  material, 
difficulty  in  obtaining  sufficient  labor,  and  the  loss  of  many  of  their 
experienced  mechanics  through  the  selective  draft,  followed  by  an 
early  and  unusually  severe  winter,  had  resulted  in  a  general  defective 
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condition  of  locomotives  and  cars  which  had  reached  a  point  where 
repair  tracks  were  blocked  and  terminals  congested  with  bad-order 
cars,  and  shops  and  roundhouses  were  so  crowded  with  locomotives 
awaiting  repairs  that  proper  facilities  for  maintaining  the  locomo- 
tives actually  in  service  were  no  longer  available. 

Added  to  this  the  congestion  due  to  failure  of  shippers  to  unload 
promptly  cars  consigned  to  them,  many  of  which  needed  repairs 
before  they  could  be  reloaded,  had  made  conditions  at  important 
terminals  and  shop  points  such  that  the  mechanical  departments  were 
unable  to  cope  with  them. 

It  was  impossible  at  the  time  the  railroads  were  taken  over  to  say 
to  what  extent  the  condition  of  locomotives  and  cars  were  responsible 
for  the  situation  which  existed,  and  as  the  Eailroad  Administration 
had  at  that  time  no  mechanical  department  organized  to  check  up 
shop  practices  and  handling  of  equipment  at  terminals  and  advise 
relative  to  outlining  plans  for  improvement,  the  Interstate  Commerce 
Commission  was  asked  to  assist  in  obtaining  accurate  information 
relative  to  the  general  situation.  The  commission  promptly  placed 
at  the  disposal  of  the  Railroad  Administration  the  records  and  per- 
sonnel of  its  Bureau  of  Locomotive  Inspection  and  Bureau  of  Safety. 

The  records  of  these  two  bureaus  contained  much  valuable  data 
with  respect  to  general  conditions  throughout  the  country  and  the 
inspection  forces  of  the  commission  were  assigned  to  various  con- 
gested terminals,  particularly  throughout  the  East  and  Middle  West, 
to  investigate  and  make  daily  reports  of  the  actual  condition  of  loco- 
motives and  cars  and  train  movements. 

These  reports  showed  that  in  addition  to  the  congestion  caused  by 
failure  of  shippers  to  unload  cars  promptly  that  a  serious  situation 
existed  on  account  of  the  number  of  bad-order  cars  at  various  termi- 
nals and  also  on  account  of  the  general  defective,  run-down  condi- 
tion of  motive  power,  which,  together  with  overcrowded  and  inade- 
quate shops  and  roundhouses,  had  resulted  in  trains  being  held  at 
terminals  on  account  of  shortage  of  efficient  motive  power,  and  also 
seriously  slowed  up  movement  on  the  road,  often  to  the  extent  of 
blocking  several  divisions. 

The  immediate  remedy  for  these  conditions  was  not  so  much  the 
building  of  new  locomotives  and  cars  as  the  proper  maintenance  of 
locomotives  and  cars  that  were  in  service  and  more  prompt  move- 
ment of  trains. 

At  a  time  when  the  various  war  industries  were  clamoring  for 
skilled  mechanics  at  almost  any  rate  of  pay,  and  the  supply  had  been 
substantially  decreased  by  the  selective  draft,  the  problem  of  im- 
proving the  condition  of  locomotives  and  cars  in  the  midst  of  excep- 
tionally severe  winter  weather  was  an  extremely  difficult  one. 
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A  survey  of  the  situation  indicated  that  shop  facilities  were  suf- 
ficient if  efficiently  used ;  therefore,  the  task  of  nationalizing  the  rail- 
road-shop facilities  and  assigning  locomotives  to  shops  where  repairs 
could  be  made,  regardless  of  ownership,  was  assigned  to  the  chief 
inspector  of  the  Bureau  of  Locomotive  Inspection,  who,  in  addition 
to  his  duties  as  chief  inspector,  was  placed  in  charge  of  the  mechan- 
ical department  of  the  administration. 

CONDITION  OF  ROUNDHOUSES. 

Prompt  handling  of  locomotives  was  seriously  hampered  by  the 
condition  of  roundhouses  and  the  lack  of  facilities  at  many  points 
to  make  i-unning  repairs  to  large  modern  locomotives.  Roundhouses 
built  20  or  more  years  ago  for  locomotives  in  service  at  that  time 
were  still  being  used  to  house  locomotives  more  than  twice  the  size 
for  which  they  were  designed.  Repairs  had  to  be  made  either  out 
of  doors  or  in  open  roundhouses  with  the  temperature  below  zero. 
Steam  pipes,  injectors,  air.  pumps,  and  even  cylinders  froze  and 
burst,  and  in  many  cases  locomotives  were  actually  frozen  to  the 
track  in  roundhouses  and  could  not  be  moved. 

As  an  illustration  of  the  conditions  confronting  the  Railroad  Ad- 
ministration in  this  respect,  investigations  conducted  by  the  Inter- 
state Commerce  Commission  show  at  Philadelphia  on  the  Baltimore  & 
Ohio  Railroad  133  locomotives  froze  up  during  the  period  from 
December  28, 1917,  to  January  5,  1918,  and  at  Jersey  City  and  Eliza- 
bethport  on  the  Central  Railroad  of  New  Jersey  43  locomotives  froze 
during  the  same  period. 

Reports  from  the  same  source  also  show  in  a  period  of  five  days 
94  locomotives  in  passenger  service  out  of  Harrisburg  on  the  Penn- 
sylvania Railroad  failed  for  steam  and  both  Altoona  and  Pittsburgh 
on  the  same  railroad  reported  a  shortage  of  as  high  as  125  locomotives 
in  one  day. 

On  the  Chesapeake  &  Ohio  Railroad  189  mines  were  shut  down 
and  locomotives  in  serviceable  condition  were  not  available  to  move 
a  sufficient  number  of  cars  to  allow  them  to  operate. 

In  spite  of  these  conditions,  under  the  plan  organized  by  the  me- 
chanical department  of  the  Railroad  Administration  with  the  as- 
sistance of  the  railroad  officials  and  the  cooperation  of  the  employees 
in  working  increased  hours  regardless  of  working  conditions,  the 
situation  immediately  began  to  improve  and  that  improvement  has 
continued  up  to  the  present  time. 

It  is  true  that  there  were  difficulties  encountered  on  account  of 
failure  to  appreciate  the  need  of  cooperation  between  officers  and  em- 
ployees. This  resulted  in  123  instances  in  labor  disputes  which 
threatened  to,  or  did  temporarily,  tie  up  certain  terminals. 
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All  of  these  were  successfully  handled,  and  following  such  adjust- 
ments there  was  a  noticeable  increase  in  the  production  of  the  shops 
and  engine  houses  where  such  disputes  occurred. 

METHODS  FOR  IMPROVING  CONDITIONS. 

Only  two  methods  for  improving  the  general  condition  of  equipment 
existed;  namely,  to  increase  the  shop  facilities  and  forces  or  to  use 
more  efficiently  the  facilities  and  forces  which  were  available. 

Increasing  the  facilities  and  forces  under  war  conditions  was  clearly 
impossible ;  this  left  as  the  only  practical  means  of  improving  equip- 
ment conditions  the  adoption  of  some  plan  whereby  existing  facilities 
and  forces  could  be  made  to  produce  greater  results. 

The  first  step  in  this  direction  was  to  call  on  the  representatives 
of  the  organized  railroad  employees  to  agree  to  a  modification  in  cer- 
i  ain  particulars  of  their  agreements  and  contracts  with  the  various  rail- 
road companies  relative  to  hours  of  labor  and  to  agree  to  modifica- 
tions, under  proper  safeguards  of  the  rules  governing  the  promotion 
to  mechanics  of  apprentices  and  helpers. 

This  was  agreed  to  by  the  employees'  organizations,  and  on  Febru- 
ary 14,  1918,  a  letter  directing  the  manner  in  which  this  should  be 
done  was  sent  to  the  representatives  of  the  employees  and  to  the 
various  railroad  companies  by  the  Director  General  and  immediate 
steps  were  taken  to  increase  the  shop  hours  of  men  working  in  loco- 
motive-repair shops  and  roundhouses  to  70  per  week  where  the  condi- 
tion of  equipment  required  it. 

The  average  increase  in  locomotive-shop  hours  for  the  entire  coun- 
try amounted  to  about  16  per  cent,  and  the  effect  became  immediately 
apparent  by  the  increased  number  of  locomotives  repaired  per  week 
in  comparison  with  the  most  accurate  records  available  for  the  corre- 
sponding week  of  the  preceding  year. 

This  increase  in  shop  hours  applied  to  roads  where  locomotives 
were  in  good  condition  and  shop  facilities  ample,  as  well  as  to  roads 
which  were  not  so  favorably  situated,  which  enabled  a  comprehensive 
program  of  nationalization  of  railroad  shop  facilities  over  the 
entire  country  to  be  carried  out,  and  locomotives  from  roads  where 
shop  facilities  were  not  sufficient  and  motive  power  in  bad  condi- 
tion to  be  sent  to  shops  on  other  lines  for  repairs.  This  distribution 
of  locomotives  was  so  arranged  as  to  reduce,  in  many  instances, 
distance  to  the  repair  shops;  therefore,  the  cost  of  transporting 
locomotives  to  the  shops  was  no  greater  and  all  shops  under  this 
plan  Avere  kept  working  to  their  maximum  capacity  with  a  full  force. 

The  plan  of  considering  the  condition  of  equipment  as  a  whole 
and  taking  steps  to  improve  it  by,  first,  uniformly  increasing  shop 
hours  on  all  railroads  in  the  country  and  utilizing  to  their  full 
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capacity  the  facilities  of  all  shops  which  could  only  be  clone  under 
Federal  control  is  really  what  improved  the  condition  of  the  loco- 
motives and  cars  and  enabled  trains  to  be  promptly  moved  from 
terminals  with  reasonable  assurance  that  the  locomotives  would  make 
a  successful  trip. 

The  result  of  the  policy  of  nationalizing  railroad  shop  facilities 
made  it  possible  to  repair  at  other  line  shops  2,065  locomotives  for 
railroads  which  lacked  sufficient  shop  space  and  shop  organization, 
thus  improving  the  general  situation  without  detriment  to  the 
railroads  that  furnished  this  help. 

Investigation  was  also  made  of  the  facilities  of  the  different  loco- 
motive builders  with  a  view  to  having  locomotives  repaired  by  them, 
but  it  was  found  that  this  could  not  be  done  to  any  material  extent 
without  disarranging  their  schedule  of  new  work  both  of  domestic 
and  foreign  locomotives,  and  in  view  of  the  need  for  both  this  was 
not  considered  advisable,  although  both  the  Baldwin  Locomotive 
Works  and  the  American  Locomotive  Co.  did  endeavor  to  make  use 
of  surplus  facilities  to  repair  what  locomotives  they  could  without 
interfering  with  their  output  of  new  locomotives. 

Illustrative  of  the  improvement  in  motive  power  and  the  changed 
conditions  in  railroad  shops  is  the  fact  that  it  was  possible  to  grant 
the  request  of  the  Baldwin  Locomotive  Works,  made  on  September 
13,  1918,  for  assistance  in  machining  locomotive  frames,  driving 
boxes,  rods,  and  other  parts  to  facilitate  the  construction  of  loco- 
motives for  the  use  of  our  Army  in  France,  and  this  work  was  con- 
tinued in  various  railroad  shops  until  the  armistice  was  signed. 

The  increased  working  hours  in  railroad  shops  under  the  instruc- 
tions issued  on  February  14,  1918,  were  continued  until  after  the 
signing  of  the  armistice,  and  without  this  loyal  support  from  the 
employees  the  increased  number  of  locomtives  repaired  during  this 
period  and  the  assistance  rendered  locomotive  builders  would  not  have 
been  possible.  After  the  signing  of  the  armistice  shop  hours  were 
reduced  to  nine  per  day,  effective  November  25,  and  to  eight  per  day, 
effective  December  9. 

STANDARDIZED  LOCOMOTrVES. 

In  addition  to  the  vigorous  action  which  had  been  taken  to  improve 
the  condition  of  existing  equipment,  the  necessity  of  adding  to  the 
available  stock  was  recognized  and  designs  were  worked  out  for 
standardized  locomotives  and  orders  placed  for  their  construction. 

Specifications  were  prepared  and  orders  were  placed  for  1,430 
locomotives  of  standardized  types,  divided  as  follows : 

Specification  lA,  liglit  Miljado 530 

Specification  2A,  heavy  Miljado 217 

Specification  3A,  light  mountain 35 
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Specification  4A,  heavy  mountain 5 

Specification  5A,  light  Pacific t 43 

Specification  6A,  heavy  Pacific 20 

Specification  7,  light  Santa  Fe 124 

Specification  8,  heavy  Santa  Fe 50 

Specification  9,  6-wheeled  switcher 150 

Specification  10,  8-wheeled  switcher 150 

Specification  11,  light  mallet 30 

Specification  12,  heavy  mallet 46 

Standard  consolidation 30 

Total 1,430 

This  order  was  placed  with  the  American  Locomotive  Co.,  Bald- 
win Locomotive  Works,  and  the  Lima  Locomotive  Corporation.  The 
first  locomotive  was  turned  out  of  the  Baldwin  Locomotive  Works 
on  July  4,  1918,  and  it  is  expected  that  this  order  will  be  completed 
so  as  to  have  this  entire  consignment  of  locomotives  in  service  early 
in  1919. 

The  locomotives  were  built  from  standardized  designs  for  vari- 
ous reasons,  the  principal  of  which  are  as  follows : 

First.  To  reduce  to  a  minimum  the  time  required  to  prepare  draw- 
ings, patterns,  and  dies,  and  thus  enable  deliveries  to  begin  quicker 
than  where  separate  drawings  and  patterns  would  have  been  neces- 
sary for  each  lot  of  locomotives  allocated  to  a  particular  road. 

Second.  To  secure  quantity  deliveries. 

This  method  of  construction  has  resulted  in  delivery  being  made 
at  a  quantity  rate  which  could  not  have  been  approached  had  the 
locomotives  been  ordered  to  individual  designs. 

The  increase  in  the  rate  at  which  standardized  locomotives  can 
be  turned  out  is  clearly  shown  by  the  following  comparison  of  two 
of  the  principal  shops  of  the  American  Locomotive  Co.  during  a 
portion  of  July  and  August  when  the  locomotives  built  were  of 
individual  design  with  a  similar  period  in  September  and  October 
when  they  were  building  standardized  locomotives. 

During  five  weeks,  beginning  July  20,  an  average  of  13^  locomo- 
tives per  week  were  turned  out  at  the  Dunkirk  plant,  while  during 
five  weeks,  beginning  September  14,  an  average  of  19^  locomotives 
per  week  were  turned  out  at  the  same  plant. 

For  Schenectady,  during  the  five-week  period  beginning  July  20, 
an  average  of  8  locomotives  per  week  were  turned  out,  while  for 
the  corresponding  period  beginning  September  14  an  average  of  13f 
locomotives  were  turned  out. 

It  will  be  seen  that  the  increased  production  due  to  the  standard- 
ized locomotives  was  about  50  per  cent. 

Third.  It  has  also  provided  a  supply  of  equipment,  the  parts  of 
which  are  largely  interchangeable,  which  is  available  for  use  any- 
where in  the  event  of  congestion.  This  removes  the  necessity  of  car- 
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rying  a  large  stock  of  repair  parts  particular  to  the  locomotive  and 
avoids  delay  which  results  when  repair  parts  must  be  ordered  from 
some  distant  oAvning  road. 

The  importance  of  this  is  forcefully  illustrated  by  an  instance 
where  a  leased  locomotive  was  held  out  of  service  until  over  $4,800 
rental  had  accumulated  waiting  for  a  part  which  would  cost  not  to 
exceed  $30. 

The  diagrams  contained  in  the  appendix  indicate  the  general  di- 
mensions and  weights  of  the  various  types  of  locomotives  standard- 
ized by  the  administration: 

STANDARDIZED   CARS. 

The  freight  car  situation  was  handled  along  the  same  lines  as 
were  the  locomotives.  After  careful  consideration,  designs  were 
prepared  and  order  placed  for  the  following  cars: 

25,000  self-clearing,  steel  hopper  cars  of  55  tons  capacity  . 

25,000  single  sheathed  box  cars  of  50  tons  capacity. 

25,000  double  sheathed  box  cars  of  40  tons  capacity. 

20,000  composite  gondolas,  with  drop  doors,  of  50  tons  capacity. 
5,000  low  side  gondolas  of  TO  tons  capacity. 

In  addition  to  the  designs  for  freight  cars,  for  which  orders  have 
been  placed,  designs  have  been  prepared  for  all  steel  box  cars  of 
50  tons  capacity,  refrigerator  cars  of  30  tons  capacity,  general 
service  gondola  cars  of  50  tons  capacity,  steel  framed  stock  cars  of 
40  tons  capacity,  flat  cars  of  55  tons  capacity,  oil  tank  cars  of  7,000 
gallons  capacity,  oil  tank  cars  of  8,000  gallons  capacity,  oil  tank 
cars  of  10,000  gallons  capacity,  acid  tank  cars  of  7,000  gallons 
capacity,  acid  tank  cars  of  8,000  gallons  capacity,  and  acid  tank 
cars  of  10,000  gallons  capacity.  While  no  cars  have  actually  been 
built  from  these  drawings,  they  are  available  at  any  time  that  the 
traffic  needs  show  them  to  be  desirable. 

Complete  plans  and  specifications  of  all  steel  baggage  cars,  in 
both  of  60  foot  and  70  foot  lengths,  have  been  prepared,  and  tenta- 
tive plans  prepared  for  70  foot  steel  coaches,  and  for  steel  passenger 
and  mail,  passenger  and  baggage,  passenger,  baggage  and  mail  cars. 

The  diagrams  contained  in  the  appendix  indicate  the  general 
dimensions  and  weights  of  the  various  types  of  standardized  cars 
ordered  by  the  administration. 

STANDARD  REPORTS. 

In  the  meantime  other  work  was  being  vigorously  pushed  to  im- 
prove conditions  and  to  facilitate  keeping  of  records.  First,  a  sys- 
tem of  weekly  equipment-condition  reports  from  each  railroad  was 
installed,  so  that  the  condition  of  power  might  be  reported  and  the 
administration  kept  informed  and  locomotives  needing  repairs  as- 
signed to  the  nearest  available  shop. 
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Owing  to  the  difference  in  classification  of  repairs,  accurate  com- 
parisons were  not  possible;  therefore,  a  standard  classification  of 
locomotive  repairs  was  established  and  issued  to  the  different  rail- 
roads, under  Avhich  rej^airs  to  all  locomotives  would  be  classified  on 
the  same  basis,  permitting  comparison  relative  to  shop  output  and 
locomotive  conditions  to  be  made. 

RECLAMATION  WORK. 

To  conserve  material  and  avoid  the  possibility  of  usable  material 
being  sold  as  scrap,  instructions  were  issued  to  the  effect  that  proper 
facilities  must  be  provided  and  every  effort  made  to  reclaim  and 
make  repairs  to  old  material  instead  of  using  new,  and  under  no 
circumstances  was  material  to  be  scrapped  until — 

First.  It  was  known  positively  that  it  could  not  be  satisfactorily 
repaired,  or 

Second.  That  the  cost  of  repairs  would  be  prohibitive. 

The  total  saving  resulting  from  reclamation  of  scrap  material  can 
not  be  checked  up  at  this  time,  but  when  this  work  is  thoroughly 
developed  and  reclamation  plants  provided  on  all  railroads  it  will 
amount  in  the  aggregate  to  millions  of  dollars  annually  in  addition 
to  relieving  manufacturing  establishments  and  permitting  them  to 
use  their  facilities  for  war  material  and  with  the  signing  of  peace, 
material  that  will  be  needed  in  reconstruction  work. 

STANDARD  PRACTICES. 

Standard  practices  have  been  established  and  circulars  of  instruc- 
tion issued  for  mechanical  work  covering  the  following  matter,  which 
W'ill  result  in  more  efficient  and  economical  operation  of  locomotives 
and  cars : 

1.  Eepairs  and  betterments  to  freight  cars. 

2.  Painting  freight  cars. 

3.  Installing  field  ranges  in  cars. 

4.  Locomotive  maintenance. 

5.  Care  of  journal  boxes. 

6.  Inspection  of  ash  pans  and  spark  arresters. 

7.  Lubrication  of  locomotives. 

8.  Repairs  to  refrigerator  cars. 

9.  Superheating  of  locomotives. 

STATIONARY-BOILER    INSPECTION. 

Rules  have  also  been  promulgated  for  the  inspection  and  testing 
by  the  inspection  forces  of  the  railroads  of  all  stationary  boilers 
used,  which  will  make  it  possible  to  save  the  insurance  premiums  now 
paid  on  such  boilers.     These  rules  were  issued  on  November  1,  1918; 
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therefore,  it  has  been  impossible  in  the  time  allowed  to  secure  data  to 
publish  in  this  report,  to  show  annual  saving  effected  thereby. 

LOCOMOTIVES  SHIPPED  UNDER  STEAM. 

Locomotives  en  route  to  or  from  other  line  shops  and  new  locomo- 
tives being  delivered  by  the  builders  were  usually  hauled  dead  in 
trains.  Instructions  were  at  once  issued  that  wherever  possible  such 
locomotives  should  be  moved  under  steam,  hauling  a  train  wherever 
practical.  This  order  relieved  the  railroads  from  500,000,000  ton- 
miles  of  transportation  annually  for  material  which  not  only  should 
be  self-propelling,  but  which  should,  in  many  instances,  be  hauling 
additional  freight. 

CONSOLIDATION  OF  MECHANICAL  TERMINAL  FACILITIES. 

Under  private  operation,  at  many  points  complete  organizations 
for  the  maintenance  of  a  comparatively  small  number  of  locomotives 
or  cars  were  maintained  side  by  side,  which  resulted  in  a  duplication 
of  work,  heating  plants,  and  supervising  forces.  Wherever  a  saving 
could  be  made  without  adversely  affecting  efficiency,  such  useless 
facilities  were  eliminated. 

Such  consolidations  have  been  made  at  417  points  and  the  annual 
saving  effected  thereby  amounts  to  $2,363,535.95.  Additional  con- 
solidations are  under  way  and  will  be  made  as  fast  as  complete 
investigations  and  necessary  minor  changes  can  be  completed. 

In  connection  with  this  work  extensive  investigations  were  con- 
ducted covering  shop  and  engine-house  operation,  resulting  ,in 
changes  and  improvements  which  have  materially  increased  the 
output.  For  example,  at  one  large  shop  the  output  of  locomotives 
receiving  classified  repairs  increased  over  50  per  cent,  and  increases 
ranging  from  10  to  25  per  cent  were  secured  in  many  shops.  It 
was  also  possible  by  rearranging  the  method  of  handling  work  in 
engine  houses  to  release  hundreds  of  employees  that  were  sorely 
needed  in  other  departments,  and  the  saving  effected  in  engine-house 
operation  by  such  reduction  in  force,  while  not  obtainable  for  all 
railroads,  on  one  railroad  alone  amounted  to  $1,061,332.68  per 
annum. 

It  was  also  possible  by  rearranging  methods  of  handling  locomo- 
tives at  terminals  to  secure  greater  efficiency  from  such  locomotives, 
and  thus  overcome  what  otherwise  would  have  been  a  shortage  in 
motive  power.  For  example,  on  one  railroad  an  appeal  was  made  for 
an  additional  assignment  of  25  Mallet  locomotives,  but  by  changing 
the  method  of  handling  work  at  the  important  terminals  on  that  line 
the  delay  to  locomotives  at  such  terminals  was  reduced  to  a  mini- 
mum, and  by  thus  increasing  the  efficiency  of  the  locomotives  in 
service  it  was  found  that  it  would  not  be  necessary  to  build  and  fur- 
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nish  the  additional  25  Mallet  locomotives,  valued  at  $2,145,400, 
Instead  of  this  they  were  able  to  release  for  service  on  other  lines 
9  Mallet  locomotives,  valued  at  $772,344. 

The  condition  of  motive  power  on  all  lines  under  Federal  control 
has  shown  a  gradual  improvement,  and  the  locomotives  in  service  are 
in  much  better  condition  than  they  were  one  year  ago,  and  on  some 
lines,  that  last  spring  required  extensive  assistance  from  other  line 
shops,  the  condition  of  power  has  shown  such  a  marked  improvement 
that  they  are  now  doing  all  of  their  own  repair  work,  and,  in  addi- 
tion, are  repairing  locomotives  for  other  lines. 

The  tabulations  furnished  by  the  railroads  show  an  average  in- 
crease of  20.93  per  cent  each  week  in  the  number  of  locomotives 
receiving  classified  repairs  during  the  period  of  increased  shop  hours. 

In  addition  to  the  improved  condition  of  power  in  service  there  are 
now  in  white  lead  1,021  locomotives  in  the  various  regions,  divided 
as  follows : 

Region.  Number. 

Allegheny 57 

Central   Western 198 

Eastern 480 

Northwestern 147 

Pocahontas 1 

Southern 39 

Southwestern 99 

Total 1,  021 

These  locomotives  have  received  classified  repairs  and  are  being 
held  in  reserve  for  winter  service.  There  are  also  being  placed  in 
storage  for  service  during  the  winter  months  150  new  standardized 
locomotives  which  were  recently  received  from  the  locomotive 
builders. 

With  the  surplus  power  in  reserve  and  the  new  power  to  be  re- 
ceived from  the  builders  to  be  distributed  where  it  is  most  needed, 
there  is  no  doubt  but  that  all  lines  under  Federal  control  will  be  able 
to  pass  through  the  winter  with  a  sufficient  number  of  locomotives 
in  serviceable  condition  to  successfully  handle  all  business  offered. 

COMMITTEE    ON    STANDARDS    EOR    LOCOMOTIVES    AND    CARS. 

The  designs  for  standardized  locomotives  and  cars  were  prepared 
under  the  direction  of  a  committee  on  standards  for  locomotives  and 
cars,  which  is  composed  of  representative  officials  from  the  mechani- 
cal departments  of  the  various  railroads. 

This  committee  was  made  up  of  the  following : 

Mr.  H.  T.  Bentley,  superintendent  motive  power  and  machinery, 
Chicago  &  North  Western  Railway,  chairman;  Mr.  John  Purcell, 
assistant  to  vice  president,  Atchison,  Topeka  &  Santa  Fe  Railway 
System;  Mr.  Hainen,  assistant  to  vice  president.  Southern  Railway; 
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A.  G.  Trumbull,  assistant  to  general  mechanical  superintendent,  Erie 
Railroad;  H.  Bartlett,  chief  mechanical  engineer,  Boston  &  Maine 
Railroad ;  R.  W.  Bell,  general  superintendent  motive  power,  Illinois 
Central  Railroad;  W.  O.  Moody,  mechanical  engineer,  Illinois  Cen- 
tral Railroad ;  B.  B.  Milner,  engineer  motive  power,  New  York  Cen- 
tral Lines ;  R.  M-  Brown,  assistant  engineer  motive  power.  New  York 
Central  Lines;  W.  H.  Wilson,  assistant  to  vice  president.  Northern 
Pacific  Railway;  H.  Yoerg,  assistant  superintendent  motive  power, 
Oreat  Northern  Railroad ;  R.  Quayle,  general  superintendent  motive 
power,  Chicago  &  North  Western  Railway;  W.  H.  Lewis,  superin- 
tendent motive  power,  Norfolk  &  Western  Railway ;  F.  W.  Mahl,  di- 
rector of  purchases.  Southern  Pacific  Co. ;  and  J.  A.  Pilcher,  mechani- 
cal engineer,  Norfolk  &  Western  Railway. 

In  selecting  this  committee,  consideration  was  given  to  conditions 
existing  in  all  sections  of  the  country,  and  the  men  composing  the 
committee  were  drawn  from  different  sections  of  the  United  States. 
This  enabled  the  committee  to  intelligently  handle  the  standardiza- 
tion of  locomotives  and  cars  so  that  the  needs  of  all  sections  would  be 
considered  and  the  equipment  designed  made  suitable  for  all  classes 
of  service. 

The  Avork  of  this  committee  is  worthy  of  special  mention  and  the 
result  of  their  deliberations  represents  a  long  step  forward  in  loco- 
motive and  car  design. 

This  committee  has  been  continued  and  meetings  are  held  once  in 
two  months  for  the  purpose  of  considering  improvements  in  design 
so  that  the  standard  equipment  will,  at  all  times,  represent  the  most 
modern  practices. 

The  locomotive  committee  was  made  up  as  follows : 

Mr.  S.  M.  Vauclain,  vice  president  Baldwin  Locomotive  Works 
(chairman)  ;  Mr.  Henry  Rea;  Mr.  Frank  W.  Morse  (at  one  time  gen- 
eral manager  of  the  Chicago  &  Alton  and  prior  thereto  vice  president 
of  Grand  Trunk),  representing  committee  on  production  of  Council 
of  National  Defense;  Mr.  Grafton  Greenough,  vice  president  in 
charge  of  sales,  Baldwin  Locomotive  Works ;  Mr.  Andrew  Fletcher, 
president  American  Locomotive  Co. ;  Mr.  Charles  M.  Muchnic,  vice 
president  American  Locomotive  Co.;  Mr.  J.  D.  Sawyer,  American 
Locomotive  Co. ;  Mr.  J.  B.  Ennis,  vice  president  and  chief  mechanical 
engineer,  American  Locomotive  Co. ;  Mr.  John  E.  Dixon,  vice  presi- 
dent Lima  Locomotive  Corporation;  and  Mr.  W.  E.  Woodard,  vice 
president  and  mechanical  engineer  of  the  Lima  Locomotive  Corpora- 
tion. 

NEW  DEVICES  FOR  LOCOMOTIVES  AND  CARS, 

On  account  of  the  vast  number  of  new  devices  for  use  on  locomo- 
tives and  cars  which  were  submitted,  a  comprehensive  plan  for  han- 
dling this  question  was  necessary.  Detailed  instructions  were  issued 
by  circular  establishing  rules  for  the  submission  of  such  devices 
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for  the  consideration  of  the  Raih-oad  Administration  and  a  committee 
on  appliances  was  created  to  conduct  necessary  investigations  and 
to  pass  upon  the  value  of  all  devices  or  appliances  thus  submitted. 

Up  to  date  692  such  devices,  w^hich  cover  practically  everything 
used  in  locomotive  or  car  construction,  have  been  submitted.  One 
hundred  and  thirty-five  of  these  have  been  examined,  ten  of  which 
have  been  recommended  for  test  under  service  conditions.  These 
tests  will  proceed  under  the  direction  of  the  mechanical  department, 
and  a  record  will  be  kept  of  the  results,  so  that  the  value  of  the  de- 
vices in  question  may  be  correctly  passed  upon. 

ENFORCEMENT  OF  LAWS  FOR  THE  PROMOTION   OF  SAFETY. 

As  provided  in  General  Order  8,  it  was  the  purpose  to  require  com- 
pliance with  all  Federal  laws  for  the  promotion  of  safety,  but  while 
under  Federal  control  it  would  manifestly  be  no  punishment  to  im- 
pose fines ;  therefore  other  means  must  be  provided. 

By  General  Order  46  this  work  was  placed  under  the  direction  of 
the  assistant  director  of  the  Division  of  Operation,  in  charge  of  the 
mechanical  department. 

Since  the  issuing  of  General  Order  46,  108  reports  of  violations 
of  the  Federal  laws  for  the  promotion  of  safety,  totaling  682  separate 
counts,  have  been  received  from  the  Interstate  Commerce  Commission 
and  referred  to  the  mechanical  department  for  correction.  Although 
this  work  has  not  been  completely  organized,  the  Bureau  of  Safety 
and  the  Bureau  of  Locomotive  Inspection  of  the  Interstate  Commerce 
Commission  have  advised  that  substantial  improvements  in  practices 
have  been  noted  at  points  wiiere  such  violations  have  been  handled. 
It  is  believed,  therefore,  that  within  a  reasonable  time  the  organiza- 
tions at  the  various  local  points  will  be  such  that  violations  of  Federal 
laws  for  the  promotion  of  safety  will  be  reduced  to  a  minimum  and 
that  all  willful  violations  will  be  eliminated. 

EDUCATION   OF  RAn.ROAD  EMPLOYEES. 

It  has  long  been  recognized  that  the  service  rendered  by  railroad 
employees  is  capable  of  substantial  improvement  by  proper  training 
of  employees  along  industrial  lines,  and  many  railroads  have  in  ex- 
istence plans  for  furnishing  additional  training  for  their  employees. 

The  Railroad  Administration  is  in  sympathy  with  this  work  and 
plans  are  being  considered  for  establishing  a  system  of  technical 
training  for  railroad  employees  in  connection  with  the  Board  for 
Vocational  Education. 

Plans  to  establish  such  a  system  in  cooperation  with  this  board 
are  now  being  worked  out  by  the  mechanical  department  with  a  view 
to  furnishing  certain  training  on  technical  subjects  to  apprentices  in 
the  different  branches  of  work. 
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It  is  also  believed  that  this  work  may  be  profitably  extended  to 
employees  who  have  been  injured  in  the  service  to  an  extent  that  pre- 
vents them  from  following  their  usual  vocation,  but  who  with  proper 
training  may  be  fitted  to  fill  other  responsible  positions  in  railroad 
service,  thus  not  only  taking  care  of  the  injured  employee,  but  retain- 
ing for  the  Railroad  Administration  the  benefit  of  his  experience  and 
training. 

ORGANIZATION. 

The  work  of  the  mechanical  department,  division  of  operation,  has 
been  conducted  with  a  total  force  of  approximately  60.  Of  these,  28 
are  considered  as  field  men  whose  duties  are  to  conduct  investigations 
concerning  shop  practices  and  shop  output  and  to  furnish  first-hand 
information  relative  to  the  efficiency  of  the  work  performed  and  the 
general  condition  of  the  equipment.  They  are  also  used  to  conduct 
investigations  and  handle  disputes  between  shop  men  and  railroad 
officials  which  have  not  reached  the  point  where  they  should  be  re- 
ferred to  the  Division  of  Labor. 

The  office  force,  in  addition  to  handling  ordinary  correspondence, 
receives  checks  and  compares  the  reports  showing  the  general  con- 
dition of  equipment,  the  assignment  of  locomotives  to  shops  for 
repairs  as  well  as  the  assignment  of  new  locomotives  received  from 
the  builders.  It  also  includes  the  mechanical  engineering  staff,  which 
checks  up  the  designs  for  locomotives  and  cars,  receives  reports  of 
failures  of  standardized  locomotives,  and  corrects  faulty  construc- 
tion. The  mechanical  engineering  staff  also  acts  as  a  clearing  house 
for  information  concerning  standard  designs  of  locomotives  and 
cars,  distributes  drawings  and  other  data  necessary  to  the  proper 
standardization  of  equipment  and  to  keep  the  practices  up  to  the 
standard. 

CONCLUSION. 

Much  of  the  work  enumerated  herein  has  only  been  started  and 
it  will,  of  course,  require  time  for  the  comprehensive  improvements 
in  practices  to  be  fully  worked  out  and  demonstrate  their  total  value. 
Enough  has  been  accomplished  to  show  the  wide  scope  of  the  work 
and  the  ultimate  benefits  to  be  derived  from  the  improvements  which 
have  been  initiated. 

DEPARTMENT  OF  ENGINEERING  AND  MAINTENANCE. 

Mr.  C.  A.  Morse,  assistant  director  of  operation,  in  charge  of 
engineering  and  maintenance,  was  appointed  September  1,  1918, 
and  his  organization  is  engaged  in  compiling  information  reflecting 
the  physical  condition  of  the  railroads  under  Federal  control  as  of 
date  December  31,  1917,  and  in  preparing  for  the  compilation  of 
similar  information  as  to  conditions  at  the  end  of  each  year,  and 
at  the  end  of  Federal  control. 
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This  work  is  being  handled  through  a  committee  composed  of 
the  assistant  director  of  operation,  as  chairman,  with  the  engineering 
assistant  of  each  regional  director,  and  an  organization  has  been 
built  up  in  each  region  with  the  engineering  assistant  of  such 
regional  director  as  chairman,  the  committee  to  consist  otherwise  of 
the  chief  engineer  or  other  officer  handling  maintenance  on  the  vari- 
ous railroads  in  such  region. 

Forms  are  provided  upon  which  each  railroad  will  record  essen- 
tial features  in  connection  with  its  maintenance,  and  this  report 
supplemented  by  regular  inspection  reports. 

The  department  is  also  handling  matters  in  connection  with 
proper  standardization  of  practices  in  the  maintenance  of  road- 
way and  structures,  studying  questions  of  improved  appliances  and 
such  engineering  problems  as  are  directly  connected  with  main- 
tenance and  operation. 

CAR  SERVICE  SECTION. 

The  Car  Service  Section  was  the  first  of  the  agencies  created  in  the 
Division  of  Operation,  Its  primary  duty  has  been  the  relocation  of 
freight  cars  upon  the  railroads  throughout  the  country,  and  it  has 
been  the  intimate  point  of  contact  between  the  Eailroad  Administra- 
tion, on  the  one  hand,  and  various  branches  of  governmental  activi- 
ties, on  the  other. 

The  authority  given  to  this  section  has  necessarily  been  very  broad, 
and  with  Mr.  W.  C.  Kendall  as  manager  there  have  been  associated 
seven  assistant  managers,  whose  experience  as  transportation  officers 
has  covered  practically  all  of  the  regions. 

Gar  relocation. — Since  January  1,  1918,  850,000  empty  freight  cars 
have  been  relocated,  under  instructions  of  this  section,  other  than  the 
continuous  relocation  of  refrigerator  and  coal  cars. 

Campaign  for  advance  movement. — There  has  been  conducted  a 
nation-wide  campaign  to  induce  the  shipment  of  raw  materials  and 
supplies  during  the  summer  months  when  transportation  conditions 
are  relatively  easy. 

Seventy  thousand  cars  of  pulp  wood  from  eastern  Canada,  being 
practically  the  entire  movement  to  paper  mills  in  the  United  States, 
was  cleaned  up  between  May  21  and  October  T,  an  average  of  over 
500  cars  per  day,  and  the  first  time  in  several  years  this  movement 
has  been  completed  in  summer  period. 

An  advance  movement  of  9,960  carloads  of  phosphate  rock  has 
been  accomplished  to  fertilizer  plants. 

One  million  two  hundred  thousand  tons  of  sulphur  for  the  Gov- 
ernment was  provided  for  before  October  15. 

Fir  and  spruce  from  Pacific  Northwest. — A  most  important  part 
of  the  war  program  was  the  movement  of  aviation  fir  and  spruce 
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for  the  War  Department  and  ship  timbers  for  the  Shipping  Board 
from  points  in  the  Pacific  Northwest. 

This  movement,  from  April  21  to  November  20,  approximated 
150,000  cars,  of  which  12,700  were  for  the  aviation  program,  5,500 
for  the  Shipping  Board,  6,700  for  other  Government  activities, 
11,000  railway  material,  and  for  general  commercial  use  more  than 
115,000,  an  average  daily  movement  of  813  cars. 

This  territory  is  more  remote  than  any  other  from  the  base  of 
supply  for  empty  cars,  and  I  am  glad  to  report  that  the  necessities 
of  the  Government  were  fully  and  promptly  met,  notwithstanding 
the  unusually  heavy  demand  for  commercial  lumber. 

These  shipments  were  concentrated  and  moved  to  the  East  in 
solid  trainloads,  under  special  supervision. 

Car  conservation. — For  the  10  months  January  to  October,  in- 
clusive, the  average  tons  per  loaded  car  increased  2.2  tons,  or  8  per 
cent,  over  the  corresponding  period  for  1917,  the  result  of  constant 
agitation  and  the  whole-hearted  cooperation  of  shippers. 

Sailing-day  ylan  for  handling  less-than-carload  freight. — This, 
briefly,  is  a  plan  for  the  concentration  of  package  shipments  from 
a  large  center  to  a  given  locality  on  certain  specified  days,  and  the 
concentration  of  freight  to  an  individual  destination  by  one  rail- 
road. It  has  the  double  advantage  of  providing  sufficient  tonnage 
for  straight  carloads  and  enabling  the  movement  of  package  freight 
to  destination  without  transfer.  It  has  proven  successful  wherever 
Introduced. 

It  is  estimated  that  this  plan,  which  has  already  been  made  effective 
at  Baltimore.  Boston,  Milwaukee,  Norfolk,  Pittsburgh,  Philadelphia, 
Eoanoke,  Trenton,  N.  J.,  and  WilmingtX)n,  Del.,  as  well  as  several 
cities  in  the  West,  and  which  will  be  made  effective  by  January  1, 
1919,  at  New  York,  Chicago,  and  St.  Louis,  will  eliminate  at  inter- 
mediate transfer  points  the  rehandling  of  3,600,000  tons  of  package 
freight  annually,  with  its  consequent  elimination  of  loss  and  damage 
and  delay. 

Refrigerator  and  tank-car  handling. — A  branch  of  the  Car  Service 
Section  was  established  July  1,  1918,  with  office  at  Chicago,  having 
direct  jurisdiction  over  the  distribution  and  handling  of  refrigerator 
and  tank  cars,  both  railroad  and  privately  owned. 

This  work  has  been  signally  successful.  Perishable  freight  asso- 
ciations and  shippers  expressed  satisfaction  with  both  the  refrigera- 
tor-car supply  and  the  regularity  of  movement,  and  serious  car 
shortages  have  been  avoided. 

The  result  of  placing  tank  cars,  the  great  majority  of  which  were 
of  private  ownership,  under  a  single  control,  has  been  one  of  the 
most  conspicuous  successes. 

The  Eailroad  Administration  started  with  a  heavy  shortage  of 
tank  cars  in  the  oil-producing  fields  and  an  acute  oil  shortage  was 
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arising  in  the  eastern  region.  Urgent  representations  were  made  that 
the  Raih-oad  Administration  should  purchase  a  large  number  of 
tank  cars. 

Through  placing  all  of  these  cars  under  one  control  and  closely 
supervising  their  movement  the  shortage  was  entirely  overcome  and 
without  the  purchase  of  any  cars. 

The  tank-car  supply  has  been  in  excess  of  the  demand  since  about 
May  1. 

Car  record  oflce — Washington. — In  order  to  afford  prompt  in- 
formation to  the  various  Government  departments,  relative  to  the 
location  and  movement  of  cars,  a  car  record  office  has  been  main- 
tained in  Washington,  which,  from  May  15,  has  recorded  the  move- 
ment of  1,026,000  cars,  principally  for  the  War  Department,  or  an 
average  of  5,700  daily,  and  through  this  office  has  been  handled  the 
special  tracing  covering  especially  important  cars  of  Government 
freight. 

From  January  to  November  30,  inclusive,  630,000  cars  of  grain 
have  been  loaded  and  90,000  have  been  moved  under  preferential 
orders  given  by  the  Food  Administration.  Five  hundred  and  sixty 
thousand  carloads  of  material  have  been  moved  to  encampments, 
shipbuilding,  and  other  Government  projects. 

DETAILS. 

A  report  of  all  the  activities  of  the  Car  Service  Section  for  the 
period  of  Federal  control  would  require  more  space  than  can  well 
be  allotted.  Its  work  will  therefore  be  epitomized  as  briefly  as 
practicable,  and  only  its  more  important  efforts  to  meet  the  needs  of 
the  Government,  the  allies,  and  shippers,  consignees,  and  railroads 
out  of  such  measure  of  transportation  as  has  been  available  will  be 
referred  to. 

The  Car  Service  Section  consists  of  a  central  organization  at 
Washington,  with  a  Eefrigerator  and  Tank  Car  Branch  at  Chicago 
and  a  Coal  Car  Pool  Branch  at  Pittsburgh,  also  a  branch  at 
Seattle,  Wash.,  organized  originally  to  supervise  car  service  iti  the 
lumber  districts  of  the  Pacific  Northwest  in  the  interests  of  Gov- 
ernment shipments.  The  central  office  staff  embodies,  geographically 
and  otherwise,  a  car  service  and  transportation  experience  suffi- 
cient to  provide  comparatively  intimate  knowledge  of  conditions 
likely  to  arise  in  any  part  of  the  country.  The  plan  of  organization 
has  proved  helpful  in  quickly  determining  the  measure  and  method 
of  assistance  necessary  adequately  to  cope  with  transportation  diffi- 
culties presented  through  various  sources  to  the  Railroad  Adminis- 
tration. 

The  function  of  the  section  is  to  provide  an  equitable  distribution 
of  the  various  classes  of  freight-car  equipment  to  meet  the  Govern- 
ment and  commercial  requirements  of  the  country,  and  to  so  regulate 
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other  transportation  details  as  to  meet  daily  emergencies  and  to 
maintain  a  proper  balance  between  the  Government,  the  public,  and 
the  railroads  during  the  period  when  extraordinary  demands  of  all 
kinds  have  been  laid  upon  the  transportation  machinery  of  the 
country. 

To  meet  the  exigencies  of  the  war,  primary  importance  has  attached 
to  the  requirements  of  all  Government  activities.  Close  contact  has 
constantly  been  maintained  with  the  War  and  Navy  Departments, 
the  Shipping  Board,  the  War  Industries  Board,  the  War  Trade 
Board,  the  Housing  Commission,  and  the  Food  and  Fuel  Administra- 
tions, as  well  as  with  the  allies'  traffic  representatives.  Through  this 
contact  the  railroads  have  been  thoroughly  and  promptly  advised  of 
all  Government  needs,  which  have  been  met  with  the  least  possible 
disturbance  to  other  industries.  Like  contact  has  also  been  main- 
tained with  the  Canadian  Railway  War  Board,  and  necessa'ry  car 
supply  has  thus  been  made  available  for  the  large  volume  of  com- 
merce between  Canada  and  the  United  States.  Without  exception 
the  great  body  of  public  servants  repersenting  these  organizations 
have  generously  supported  every  effort  to  solve  the  transportation 
problem. 

Car  relocation. — Under  Federal  control  freedom  has  been  exer- 
cised in  moving  empty  freight  cars  of  various  classes  to  meet  require- 
ments, regardless  of  their  ownership.  Within  the  year  of  Federal 
control  fully  850,000  such  movements  have  been  made.  Practically 
700,000  of  these  have  been  box  cars  and  the  remainder  stock  cars 
and  flat  and  gondola  cars  specifically  for  lumber  tonnage.  This  does 
not  include  the  emergency  movements  of  refrigerators  or  the  con- 
tinuous relocation  of  coal  cars  under  continuing  instructions  as  re- 
quired to  equalize  the  empty  supply  among  the  various  mining  dis- 
tricts in  the  eastern,  Allegheny,  and  Pocahontas  regions.  Through 
these  means  a  comparatively  easy  car  situation  has  been  maintained 
generally  throughout  the  United  States  for  months  past.  Scatter- 
ing complaints  of  car  shortage  have  been  met  by  special  action 
directing  movement  of  available  supply  to  the  point  or  territory 
affected. 

Beginning  June  15  a  movement  of  empty  box  cars  was  directed  to 
the  grain-producing  territory  of  the  Western  and  Southwestern 
States,  with  the  intent  of  establishing  a  supply  sufficient  to  meet  the 
requirements  of  the  Food  Administration.  As  a  result,  when  the 
wheat  crop  was  ready  to  move  there  were  cars  available  in  the  terri- 
tory involved  in  sufficient  quantities  to  protect  every  requirement  in 
better  shape  than  ever  before,  and  this  supply  was  regulated  by 
further  movement  with  the  northerly  progression  of  the  harvest. 
As  an  instance  of  Federal  control  in  this  respect,  empties  moving 
westbound  for  grain  were  not  permitted  to  be  stopped  in  the  Ohio, 
Indiana,  and  Illinois  grain-producing  territory  until  those  States 
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were  actually  ready  to  load  grain,  at  which  time  cars  in  transit  west 
were  stopped  as  necessary,  so  that  the  supply  was  maintained  with- 
out waste  of  equipment. 

To  meet  the  situation  in  the  Southeastern  States  a  continuous 
movement  of  empty  box  cars  is  kept  under  way,  mainly  into  the 
lumber-producing  territory.  This  was  maintained  until  about  Octo- 
ber 15  sufficiently  to  fully  meet  all  Government  and  commercial  de- 
mands. It  then  appeared  that  inbound  loaded  movement  into  that 
territory  would  be  sufficient  for  empty  requirements.  Shortly  there- 
after a  surplus  developed,  an  altogether  unprecedented  situation. 
This  section  has  been  materially  assisted  in  car  supply  by  the  loca- 
tion there  of  various  Army  encampments,  the  necessary  movement  of 
supplies  thereto  having  made  available  box  cars  for  outbound 
loading. 

It  is  the  conviction  of  those  familiar  with  the  subject  that  only 
by  this  liquid  distribution  of  freight  cars  through  centralized  con- 
trol has  it  been  possible  to  meet  all  requirements  with  reasonable 
promptness. 

Campaign  for  advance  moveme^it. — Beginning  in  April  and  con- 
tinuoush'  thereafter  for  some  months  the  attention  of  traffic  organi- 
zations and  shippers  generally  was  called  to  the  advantages  possible 
by  shipping  raw  materials  and  supplies  during  the  summer  months 
and  prior  to  the  anticipated  period  of  heavy  traffic  normally  to  be 
expected  about  September  15.  Full  and  generous  response  was  made. 
This  not  only  relieved  the  heavy  tension  customarily  experienced 
during  the  fall  months,  but  will  further  relieve  the  railroads  during 
the  severe  winter  months.  This  will  be  of  material  advantage  alike 
to  the  shipping  public  and  the  railroads. 

A  few  instances  will  illustrate  this  campaign  and  its  results :  About 
Ma}"  15  a  movement  of  box  cars  to  Canada  was  begun  to  load  pulp 
wood  to  paper  mills,  with  the  result  that  by  October  the  Canadian 
Railway  War  Board  advised  that  the  pulp-wood  situation  in  Canada 
was  cleaned  up  for  the  first  time  in  many  years.  From  May  21  to 
October  7  a  total  of  over  70,000  cars  of  this  commodity  moved  from 
Canadian  points  to  United  States  mills,  or  an  average  of  over  500 
cars  per  day. 

Much  difficulty  has  been  experienced  by  chemical  plants  during 
past  winter  seasons  because  of  inability  to  obtain  phosphate  rock 
currently.  This  comes  principally  from  the  mines  of  Tennessee 
and  Florida.  Efforts  directed  through  the  chemical  alliance  and  the 
fertilizer  committee  at  Washington  resulted  in  these  plants  stocking 
up  during  the  summer  months,^  and  in  October  they  had  approxi- 
mately 450,000  tons  of  phosphate  rock  in  storage  at  destination,  rep- 
resenting an  advance  movement  of  9,960  carloads,  sufficient  in  most 
instances  to  keep  plants  running  for  a  two  months'  period  without 
the  receipt  of  a  single  car.  Meanwdiile,  shipments  are  being  made  to 
meet  current  requirements. 
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The  Government  program  with  respect  to  the  movement  of  sulphur 
from  the  producing  points  in  Louisiana  and  Texas  called  for  the 
movement  of  approximately  1,800,000  tons  for  the  year.  Of  this  the 
Shipping  Board  expected  to  be  able  to  handle  only  approximately 
600,000,  leaving  1,200,000  tons  for  rail  transportation,  an  average  of 
approximately  100  cars  per  day.  In  prewar  times  the  railroads  were 
never  expected  to  handle  more  than  one-fourth  this  amount.  On 
October  15  the  program  had  been  fully  met.  Not  only  was  the 
all-rail  portion  handled,  but  a  deficit  in  the  water  movement  was 
made  up  by  rail. 

In  April  special  action  was  necessary  in  connection  with  the  move- 
ment from  the  Pacific  Northwest  of  aviation  fir  and  spruce  for  the 
War  Department,  ship  timbers  for  the  Shipping  Board,  and  other 
lumber  and  miscellaneous  articles  on  Government  account,  including 
railroads,  as  well  as  regular  commercial  business.  These  arrange- 
ments continued  until  November  when  the  aviation  program  was  dis- 
continued. The  record  from  April  21  to  November  20  shows  a  total 
movement  from  this  territory  of  approximately  150,000  cars  of  lum- 
ber, of  which  12,700  were  for  the  aviation  program,  5,500  for  the 
Shipping  Board,  6,700  for  other  Government  activities,  11,000  rail- 
way material,  and  commercial  more  than  115,000,  This  reflects  an 
average  daily  movement  of  813  cars  of  lumber  from  this  section. 

The  movement  of  live  stock,  which  has  been  extremely  heav3^  has 
been  handled  with  far  less  complaint  than  ever  before.  There  was 
some  difficulty  for  a  short  time  in  providing  transportation  for  the 
western  sheep  because  of  the  abnormal!}'  high  market  which  induced 
everyone  to  ship  stock  at  the  same  time,  but  the  extent  to  which 
the  railroads  met  the  situation  is  shown  by  reports  from  the  markets 
at  Chicago.  Kansas  City,  Omaha,  St.  Joseph,  St.  Louis,  Sioux  City, 
and  St.  Paul,  where  the  receipts  of  sheep  for  the  period  August  3 
to  October  19  totaled  4,486,102  head,  as  compared  with  2,902,981  for 
the  corresponding  period  in  1917,  or  an  increase  of  54.53  per  cent. 
The  heaviest  week's  receipts  was  that  of  September  28  when  the  mar- 
ket report  shews  587,014  arrivals. 

Coal  and  coke. — One  of  the  heaviest  tasks  for  the  railroads  during 
the  past  year  has  been  in  providing  necessary  transportation  for  fuel. 
This  has  only  been  accomplished  by  effective  cooperation  between 
the  Fuel  Administration  and  the  Railroad  Administration.  It  has 
been  necessary  to  adopt  extraordinary  measures,  and  these  as  a  rule 
have  been  cheerfully  met  by  shippers,  whose  rights  were  at  times  very 
considerably  affected.  Foremost  among  these  measures  was  the 
joint  action  of  the  two  administrations  in  zoning  the  distribution  of 
bituminous  coal,  the  purpose  being  to  avoid  waste  of  transportation 
by  prohibiting  unduly  long  hauls  to  destinations  which  could  other- 
wise be  served  and  especially  where  such  prohibition  avoided  the  cross 
hauling  theretofore  prevailing  to  a  considerable  degree.  The  effect 
of  this  zoning  has  been  to  assign  to  each  of  the  producing  districts  a 
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certain  fixed  area  within  which  to  market  its  coal,  any  shipments 
outside  of  this  area  to  be  made  only  by  permit  of  the  Fuel  Adminis- 
tration. 

Two  of  the  individual  coal  problems  of  the  country  are  those  of 
supplying  the  coal  needs  of  New  England  and  the  Northwestern 
States,  the  latter  from  the  upper  Lake  docks.  The  New  England 
movement  must  of  necessity  be  handled  largely  by  ocean,  and  this 
was  made  difficult  in  the  early  part  of  the  year  by  the  lack  of  ship- 
ping. By  cooperation  with  the  Shipping  Board  this  difficulty  was 
overcome,  and  by  the  end  of  September  the  New  England  program, 
both  all-rail  and  ocean,  was  so  far  met  that  the  administrator  for 
that  district  was  unable  to  absorb  coal  as  rapidly  as  it  was  being 
shipped,  and  toward  the  end  of  October  requirements  for  the  year 
were  reduced.  The  coal  for  the  Northwest  must  of  necessity  be 
handled  during  the  season  of  open  navigation  on  the  Great  Lakes, 
and  the  program  of  the  Fuel  Administration  this  year  has  been  fully 
accomplished  with  less  demand  for  equipment  than  ever  before  and 
practically  no  congestion  of  movement. 

The  foundation  of  successful  operation  in  the  steel  industry  lies 
in  an  adequate  supply  of  coke,  by-product  coal,  and  steam  coal. 
Every  effort  had  been  made  during  the  year  to  maintain  adequate 
supply  of  these  fuels  at  such  plants,  and  it  is  a  matter  of  record  at 
the  War  Industries  Board  that  practically  all  of  the  transportation 
needs  of  coke,  by-product  coal,  and  fuel  coal  for  the  steel  industries 
have  been  promptly  and  adequately  met. 

A  step  of  much  importance  was  taken  by  the  establishment  of 
uniform  rules  for  rating  of  coal  mines  by  which  car  supply  is  directed. 
These  were  made  effective  as  of  October  10,  1918.  Previously  roads 
were  using  different  methods  and  with  varying  interpretations.  On 
the  uniform  basis  which  now  obtains  a  more  equitable  distribution 
of  cars  as  between  districts,  railroads,  and  mines  is  possible  than 
heretofore. 

A  factor  which  has  an  important  bearing  on  the  question  of  coal- 
car  supply  is  the  extent  to  which  this  type  of  equipment  is  used  in 
handling  stone,  sand,  and  gravel  for  construction  and  road-building 
purposes,  and  curtailment  of  such  noncoal  use  has  been  necessary. 
Cheerful  cooperation  and  assistance  has  been  received  from  all  ship- 
pers thus  adversely  affected. 

Car  conservation. — Full  credit  is  due  the  shipper  for  the  patriotic 
way  in  which  he  has  responded  to  requests  for  conservation  of  freight- 
car  equipment  by  heavier  loading.  During  the  nine  months  Jan- 
uary to  September  there  was  an  increase  per  loaded  car  of  2.3  tons 
over  the  corresponding  period  for  1917.  This  has  not  been  accom- 
plished merely  by  the  physical  effort  of  loading  more  heavily.     It 
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has  involved  on  the  part  of  the  shipping  public  not  merely  additional 
labor  in  loading  into  the  car,  but  also  changes  in  the  size  of  packages, 
changes  in  the  manner  of  constructing  packages,  and  changes  also  in 
the  manner  of  placing  goods,  particularly  manufactured  articles, 
within  the  packages.  Thus,  hogshead  used  for  the  loading  of  to- 
bacco have  been  reduced  in  size  to  permit  double  tiering,  handles 
have  been  removed  from  baby  carriages,  grain  cradles,  and  other 
agricultural  implements,  wagons,  wheelbarrows,  and  other  vehicles 
formerly  shipped  in  large  quantities  set  up,  have  been  shipped 
knocked  down.  Shippers  of  barreled  goods,  such  as  oil,  sirup,  mo- 
lasses, tanning  extract,  and  the  like,  by  using  dunnage,  are  also  mak- 
ing double  tiering  possible.  In  a  general  way  the  result  sought  by 
the  carriers  and  shippers  both  has  been  "making  one  car  do  the 
work  of  two,"  but  often  greater  conservation  has  been  accomplished 
by  the  double  and  triple  loading  of  small  lots  in  one  car. 

All  of  this  has  been  accomplished  very  largely  as  a  result  of  ap- 
peals to  the  patriotism  of  the  shippers  and  carriers'  representatives, 
coupled  with  a  showing  that  acquiescence  in  this  policy  would  prove 
the  most  ejffective  cure  for  the  existing  car  shortage.  The  result  has 
been  to  the  mutual  advantage  of  all  concerned,  but  it  would  be  unfair 
to  let  this  opportunity  go  by  without  taking  advantage  thereof  to 
express  the  administration's  hearty  thanks  for  the  very  effective  co- 
operation of  the  shipping  public  and  all  the  railroads  generally  in 
making  a  success  of  this  plan  of  curing  a  car  shortage.  Invaluable 
aid  has  also  been  given  to  the  campaign  by  the  various  depart- 
ments of  the  Government,  particularly  the  war  administrations,  with 
which  almost  daily  contact  has  been  had  on  the  subject.  The  eco- 
nomic reports  are  of  such  importance  that  every  effort  should  be 
made  to  continue  this  effective  utilization  of  equipment;  indeed,  a 
reversal  to  former  methods  and  practices  in  car  loading  would 
speedily  bring  about  a  renewal  of  the  former  unsatisfactory  car- 
shortage  conditions.  The  result  has  been  to  the  mutual  advantage 
01  all  concerned.  It  is  hoped  that  efforts  with  the  shippers  to  con- 
tinue these  methods  of  cooperation  with  the  railroads  may  prevail. 

Sailing  day  plan  for  handling  less-than-carload  freight. — An  im- 
portant feature  of  the  activities  of  the  Car  Service  Section  is  the 
development  of  the  sailing  day  plan  for  handling  less  carload  mer- 
chandise freight.  During  the  past  two  or  three  years  there  has  been 
an  increasing  tendency  toward  congestion  at  large  centers  and  at 
transfer  points,  due  to  excessive  accumulations  of  less  carload 
freight.  The  sailing  day  plan  has  been  inaugurated  for  the  pur- 
pose of  assembling  less  carload  shipments  to  eliminate  the  necessity 
for  transfer,  thus  insuring  improved  service  and  increased  car  effi- 
ciency. Eegional  committees  have  been  appointed  to  supervise  the 
concentration  and  consolidation  of  less  carload  freight  from  com- 
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nion  points  via  one  or  more  designated  routes  based  on  the  volume 
of  traffic  and  direct  routing.  At  points  common  to  several  railroads 
subcommittees  have  been  formed  composed  of  representatives  of  rail- 
roads involved  and  in  numy  cases  including  representatives  of  the 
chambers  of  commerce.  Up  to  the  present  time  this  work  has  taken 
definite  form  at  Baltimore,  Boston,  Milwaukee,  Norfolk,  Pittsburgh, 
Philadelphia,  Eoanoke,  Trenton,  and  Wilmington,  Del.  As  a  spe- 
cific instance  of  what  can  be  accomplished,  through  cars  of  merchan- 
dise are  now  being  loaded  from  Boston  and  other  eastern  points  to 
San  Francisco.  It  is  expected  that  by  January  1  next,  sailing  day 
plans  will  be  effective  at  New  York,  Chicago,  and  St.  Louis,  with 
work  in  other  sections  progressing  satisfactorily.  While  it  is  too 
early  as  yet  to  estimate  results,  present  indications  are  that  the 
handling  of  an  average  of  30  tons  per  day  can  be  eliminated  at  each 
of  the  400  transfer  points  now  in  operation  throughout  the  United 
States.  The  fe^iture  of  most  importance  is  improvement  in  service, 
the  expediting  of  freight,  the  reduction  of  loss  and  damage  incident 
to  rehandling,  and  the  elimination  of  the  necessity  of  embargoes. 

It  is  not  to  be  expected  that  the  sailing-day  plan  can  be  universally 
adopted  without  some  opposition,  but  it  is  confidently  believed  that 
causes  for  complaint  can  be  cured  in  detail,  and  that  the  plan  funda- 
mentally is  economically  sound. 

Embargoes  and  permits. — The  Car  Service  Section  is  responsible 
for  supervision  of  the  embargoes  issued  by  railroads.  Inasmuch  as 
such  supervision  has  never  before  been  attempted  by  a  central  or- 
ganization methods  and  practices  have  been  allowed  to  develop 
naturally  and  restrictions  have  been  imposed  only  as  a  real  neces- 
sity therefor  appeared.  The  inevitable  result  is  some  lack  of  uni- 
formity. An  improvement  in  distribution  was  made  early  in  the 
3^ear,  whereby  the  roads  of  the  country  were  divided  into  26  zones 
through  which  embargoes  were  simultaneously  issued  to  each  road 
and  forwarded  to  the  Car  Service  Section.  Formerly  a  railroad 
originating  an  embargo  transmitted  it  to  each  of  its  connections 
and  each  connection,  in  turn,  transmitted  it  to  its  connections,  with 
a  consequent  piling  up  of  duplications  and  delay.  These  zones  have 
since  been  revised  and  reduced  in  number  and  further  simplifications 
to  conform  more  closely  to  regional  lines  is  in  prospect. 

On  January  1,  1918,  there  were  reported  on  all  roads  a  total  of 
144,539  cars  accumulated  for  various  reasons  in  excess  of  current 
movement.  This  represents  the  number  of  cars  immobile,  of  no  im- 
mediate service  to  the  public  and  a  detriment  to  current  operation  of 
the  railroads.  These  accumulations  are  followed  from  week  to  week, 
reports  from  all  roads  being  required  regularly,  and  attention  is 
directed  to  and  necessar}'  action  taken  in  the  more  flagrant  cases.  As 
of  November  22  reports  total  less  than  40,000  cars.  A  certain  por- 
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tion  of  these  figures  represents  a  normal  condition,  as  for  instance, 
the  number  of  cars  under  load  with  export  at  the  ports  awaiting 
delivery  to  vessels  are  included.  There  are  certain  other  so-called 
accumulations  which  are  inevitable,  as,  for  instance,  cars  awaiting 
recorisignment.  Altogether  these  deductions  account  cars  normally- 
accumulated  should  range  from  20,000  to  25,000  cars. 

There  is  a  direct  bearing  between  these  figures  and  the  embargo 
situation.  On  the  1st  of  January  embargoes  in  eastern  territory  were 
more  or  less  general  in  scope.  As  conditions  improved  and  conges- 
tion was  relieved  the  necessity  for  general  embargoes  gradually  ceased. 
At  present  no  general  embargoes  are  outstanding,  practically  all  now 
in  effect  being  local  in  character,  and  as  a  rule  due  to  the  condition  at 
individual  destinations.  Embargoes  are  still  in  effect  governing  the 
handling  of  domestic  and  export  freight  to  and  through  the  North 
Atlantic  ports  and  should  be  maintained  in  the  interests  of  control 
of  war  and  postwar  conditions. 

Because  of  the  increasing  activities  of  Government  departments 
and  of  the  transportation  conditions  which  prevailed  last  winter 
and  early  spring,  individual  railroads  and  various  Government 
organizations  were  attempting  to  authorize  special  movements  of 
Government  and  other  important  freight  in  violation  of  existing 
embargoes.  This  made  necessary  a  uniform  embargo  and  permit 
system  in  order  to  eliminate  existing  confusion. 

This  permit  system  proceeded  upon  two  lines,  one  providing 
general  and  continuing  exemption  from  embargoes  for  essential 
commodities,  and  the  second  providing  special  exemption  from  em- 
bargoes for  individual  shipments  according  as  the  needs  of  the  indi- 
vidual consignee  concerned  and  the  public  welfare  might  demand. 
To  effect  the  general  exemptions  a  list  of  standard  exemptions  to 
embargoes  was  issued  under  date  of  February  11,  1918.  This  gave, 
in  the  order  of  their  importance,  great  freedom  of  movement  to 
Government  freight,  fuel,  food,  and  essential  commodities  and  was 
practicable  and  readily  adopted  by  all  roads  where  a  complete  em- 
bargo was  not  necessar3\  It  avoided  the  necessity  for  issuing  per- 
mits for  individual  movements  to  a  very  considerable  degree. 

Experience  soon  demonstrated,  however,  that  general  exemptions 
could  not  adequately  meet  public  needs,  and  recourse  was  ultimately 
had  to  the  plan  of  permitting  special  shipments.  These  permits  were 
controlled  and  regulated  very  carefully,  and  the  final  test  as  to 
whether  or  not  they  should  be  issued  was  the  need  of  the  destination 
community  for  the  commodity  and  the  ability  of  the  consignee  to 
accept  and  unload  the  goods  without  car  delay.  The  needs  of  some 
Government  departments  were  met  by  authorizing  the  issue  of  neces- 
sary permits  by  a  representative  of  the  Railroad  Administration 
assigned  to  the  departments  concerned.    In  other  cases,  particularly 
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M-here  the  destination  was  for  war  reasons,  one  habitually  congested 
without  such  traffic  control,  committees  representing  the  administra- 
tion were  established  to  meet  the  situation.  The  Car  Service  Section 
furnished  the  medium  for  such  control  by  permit  when  provision 
otherwise  had  not  been  made,  and  generally  acted  as  a  clearing  house 
for  and  check  upon  all  such  traffic  control  representatives  and  com- 
mittees. 

The  "permit  system"  has  fully  justified  itself.  Every  effort  has 
been  made  to  utilize  it  without  undue  discrimination.  To  its  success- 
ful operation  is  due  in  considerable  measure  the  great  improvement 
in  movement  which  has  been  had  during  Federal  control. 

It  is  the  policy  of  the  Railroad  Administration  that  railroad  em- 
bargoes shall  be  issued  only  when  operating  reasons  demand.  Excep- 
tions have  been  necessary  incident  only  as  to  proper  control  of  food, 
fuel,  and  raw  materials  by  Government  war  administrations. 

Among  other  activities  of  the  Car  Service  Section  are  those  involv- 
ing the  arrangements  for  certain  important  movements  as  requested 
by  the  War  and  Navy  and  other  Government  departments.  This 
work  developed  with  the  ending  of  that  of  the  priorities  director, 
since  which  the  Car  Service  Section  has  operated  as  liaison  office 
between  these  Government  departments  and  the  various  railroads. 

Many  trades  bodies,  usually  in  connection  with  war  administra- 
tions of  the  Government,  have  maintained  organizations  at  Washing- 
ton for  this  general  purpose,  and  these  have  provided  a  medium  for 
direct  interchange  of  information  as  to  transportation  problems  of 
those  industries.  This  has  served  as  a  means  to  give  to  the  adminis- 
tration better  perspective  as  to  transportation  conditions,  embargoes, 
and  other  similar  operating  questions  in  so  far  as  these  industries 
have  been  affected. 

Refrigerator-car  department. — The  refrigerator  department  of  the 
Car  Service  Section  was  organized  with  headquarters  in  Chicago 
July  1,  1918.  Under  this  plan  an  abnormally  heavy  movement  of 
perishable  commodities  has  been  handled  in  refrigerator  cars  with 
general  satisfaction.  Assurances  have  been  received  from  perishable- 
freight  associations  and  shippers,  as  well  as  private  and  railroad  car 
owners,  that  the  car  supply  this  season  as  compared  with  the  past 
seasons  has  been  mucch  more  efficient  and  satisfactory.  Series  short- 
ages have  been  avoided,  and  the  few  minor  shortages  which  have  oc- 
cured  have  been  local  and  of  short  duration.  Cooperation  has  been 
readily  extended  by  the  private  refrigerator  lineg,  and  this  has  per- 
mitted a  free  interchange  of  equipment  and  more  general  use  of  sea- 
sonal surpluses  to  meet  demands  in  all  territories. 

Tank  car. — A  system  of  reports  has  been  required  from  railroads 
respecting  tank-car  movements,  the  purposes  being  to  develop  within 
the  organization  of  the  individual  road  information  indicating  the 
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number  and  causes  of  delays,  together  with  the  time  involved.  This 
has  been  salutary  in  effecting  a  much-needed  improvement  in  the 
supply  of  equipment  and  the  service.  Large  unit  movements  of  tank- 
car  shipments  have  been  arranged,  and  without  these  tank-car  re- 
quirements could  not  have  been  fully  met.  Apprehension  by  the  oil 
division  of  the  Fuel  Administration  that  there  would  be  a  failure  in 
tank-car  supply  has  proved  unfounded.  Complaints  of  delayed  move- 
ment have  been  greatly  reduced  in  number.  Average  miles  per  tank 
car  per  day  show  material  increases. 

Gar-record  ofice. — The  car-record  office  of  the  Car  Service  Section, 
established  on  May  15  for  the  purpose  of  affording  information  to 
the  various  Government  departments  relative  to  the  location  and 
movement  of  cars,  has,  from  its  inception  to  the  present  time,  re- 
corded movement  of  1,026,000  cars,  or  an  average  of  5,700  daily,  and 
has  furnished  information  as  required  to  the  various  departments, 
especially  the  War  Department,  which  was  interested  in  a  far  greater 
number  of  cars  than  any  otlier  department.  Eequests  have  been 
received  and  handled  for  special  tracing  covering  the  movement  of 
about  16,000  cars.  This  office  furnished  a  medium  for  tracing  for  all 
departments  and  has  relieved  individual  railroads  materially.  The 
results  of  the  work  have  been  entirely  satisfactor3^ 

Miscellaneous  -figures. — Ninety  thousand  cars  of  grain  have  been 
moved  under  preferential  orders  given  by  the  Food  Administration. 

Six  hundred  and  thirty  thousand  cars  grain  loaded  during  season 
(to  diite).    Figures  compiled  and  furnished  various  offices. 

Six  thousand  requests  received,  for  expedited  placement  and  move- 
ment of  cars,  chiefly  from  AVar  Department. 

Five  hundred  and  sixty  thousand  cars  moved  to  encampments, 
shipbuilding,  and  other  points,  requiring  in  many  cases  close  super- 
vision. 

Inspectors. — A  corps  of  experienced  and  competent  inspectors  is 
maintained.  These  men  travel  throughout  the  country  and  keep  the 
section  advised  concerning  such  matters  as  utilization  of  available 
capacity  of  freight  cars,  the  movement  and  distribution  of  empty 
freight  equipment,  the  progress  of  special  movements  (as,  for  ex- 
ample, coal  for  the  Northwest  via  the  Lakes,  coal  for  New  England, 
etc.),  delays  to  loaded  cars  account  lost  billing,  embargoes,  etc.,  the 
extent  to  which  employees  are  kept  informed  regarding  requirments 
for  hnndling  freight  cars,  etc.  They  are  also  used  for  the  prompt 
development  of  facts  in  serious  cases  of  complaint  made  by  shippers. 
Much  valuable  information  is  obtained  through  their  work. 

AuxiUaivj  committees. — In  the  development  of  the  work  of  the 
Railroad  Administration  terminal  managers  have  been  placed  at 
various  transportation  centers  charged  with  responsibility  and  hav- 
ing authority  for  coordinating  the  terminals  of  the  various  lines  in 
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the  interest  of  the  public  as  a  whole.     This  has  made  posyible  the 

slimiiiatiou  of  the  largo  iininboi'  of  Car  Service  Section  coininittees 

which    were   taken   over    with   the    rjiilroads   at   the   time    Federal 

control  became  elective  r.nd  throiioh  which  the  conmiission  on  car 

service  (the  present  Car  Service  Section)  sought  to  bring  about  in 

part  by  agreement  what  the  terminal  managers  now  accomplish  by 

direction. 

SAFETY. 

The  Safet^y  Section  was  created  February  19.  1918,  with  Mr. 
Hiram  W.  Belnap,  formerly  Chief  of  the  Bureau  of  Safety  of  the 
Interstate  Commerce  Commission,  as  manager. 

This  section  has  been  most  effective  in  its  work  and  in  the  creation 
of  uniform  practices  for  the  enhancement  of  safety  on  the  several 
railroads  and  has  created  organizations  on  those  lines  where  none 
previously  existed.  The  particular  function  of  this  section  has  been 
not  onl}'  to  emphasize  and  educate  the  employees  in  the  matter  of 
safety  requirements  provided  for  by  existing  laws,  but  to  go  much 
further  than  this  and  to  locate  unsafe  practices  of  every  character 
and  point  out  the  remedy. 

The  death  of  Mr.  Belnap,  which  occurred  on  October  12,  was  a 
very  great  loss  to  the  Railroad  Administration,  but  the  section  has 
been  continued  under  Mr.  A.  F.  Duffey,  assistant  manager. 

TROOP  MOVEMENT. 

The  Troop  Movement  Section  has  been  under  the  direction  of 
George  Hodges. 

The  prompt,  efficient,  and  safe  movement  of  troops  has  been  a  first 
consideration  throughout  the  period  of  Federal  control,  and  nothing 
has  been  permitted  to  interfere  with  it. 

From  the  1st  of  January  to  the  armistice  there  have  been  moved 
a  total  of  6,496,150  men,  an  average  of  625,434  per  month.  The  maxi- 
mum was  reached  in  July,  when  1,147,013  men  were  moved. 

Four  outstanding  points  may  be  emphasized : 

One  million  seven  hundred  and  eighty-five  thousand  three  hundred 
and  forty-two  drafted  men  were  picked  up  at  4,500  separate  points 
in  larger  or  smaller  units  and  moved  on  schedule  to  their  training 
camps,  in  many  cases  upAvard  of  a  day's  journey,  and  in  all  cases 
were  fed  in  transit.  The  amount  of  detail  involved  in  routing, 
scheduling,  moving,  and  feeding  these  men  can  hardly  be  over- 
estimated. 

Four  million  thirty-eight  thousand  nine  hundred  and  eighteen 
men  in  9,109  special  trains  mo\ed  an  average  distance  of  855  miles, 
unquestionably  the  largest  long  distance  troop  movement  in  history. 

One  million  nine  hundred  and  four  thousand  and  fourteen  men 
were  brought  into  the  crowded  port  terminals  for  embarkation  over- 
seas without  interference  with  the  heavy  traffic  of  other  kinds  already 
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being  handled  tlirougli  these  ports  and  in  the  territory  adjacent 
thereto.  During  one  period  of  30  daj^s  more  than  20  troop  trains 
each  day  were  brought  into  the  port  of  New  York. 

During  the  period  there  were  but  14  train  accidents  involving 
either  death  or  injury  of  enlisted  men. 

The  Troop  Movement  Section  has  had  exclusive  charge  of  this 
work  since  the  beginning  of  Federal  control  and,  under  a  different 
designation,  handled  it  for  the  railroads  prior  to  that  time. 

The  report  of  the  section  attached  hereto,  marked  "  Exhibit  D," 
gives  in  detail  the  performance  during  the  period  of  Federal  control 
and,  for  conA^enience,  to  cover  the  period  of  the  war,  the  data  has 
been  expanded  to  include  the  period  from  May  1,  1917,  to  November 
10,  1918. 

A  perfect  understanding  existed  at  all  times  with  the  General  Staff 
of  the  Army. 

TROOP  MOVEMENT  SECTION. 

The  Troop  Movkment. 

january,  1918,  to  novemreb  10,  1918. 

Troops  moved : 

(a)   Drafted  men  from  their  homes 1.785,342 

(&)   On   regular  trains 671,890 

(c)  On  special  trains 4.038,918 

Total 6,  49G.  150 

(d)  Average    per    month 625,434 

(e)  Maxiimim  July,  1918 1,147,013 

Equipment  furnished  : 

(a)   Pullman,  standard  and  tourist 49,282 

(h)   Coaches  for  special  troop  trains 54,058 

Estimated   coaches   for   draft  and   regular   train 

movements 63,892 

167, 232 

(c)   Baggage    and    express    cars    for    special    troop 

trains 8,431 

Estimated  baggage  and  express  cars  for  drafted 
men    3.  770 

12, 201 

((/)   Freight  cars  for  special  troop  trains 13,569 

Total 193.002 

Special  troop  trains: 

(a)   Number    run 9,109 

Estimated  number  required  for  drafted  men 3,  770 

12, 87n 
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Averages  special  troop  trains: 

(a)  Number  cars  per  train 12.2 

(b)  Distance  liandled  per  train . 854.6 

(c)  Number  liours  per  train 42.6 

(d)  Number  miles  per  hour 20.0 

(e)  Number  men  per  train 443.4 

Accommodations : 

(a)  Number  men  handled  in  Pullman  cars 1,868,210 

(&)  Number  men  handled  in  coaches 4,627,940 

(c)  Percentage  in  Pullman  cai's ^ 40.  3 

Accidents  involving  death  or  injury : 

(a)  Number 14 

(&)  Number  of  men  killed 36 

(c)  Number  of  men  injured 306 

Analysis  of  movements  to  ports : 


To- 


Direct. 


Transferred  from  New  York 
to— 


Camp 
Merritt. 


Camp 
Mills. 


Camp 
Upton. 


Total. 


Camp  Merritt . . 

Camp  Mills 

Camp  Upton... 

Hoboken 

Philadelphia. . . 
Newport  News. 

Quebec 

Montreal . . . 

Boston 

Portland 

Halifax 

Baltimore 

Morrison 


Total. 


513, 

478, 
249, 
286, 
37, 
222, 

12, 
20, 


2,137 


1,055 

7,611 

1,072 

976 

504 


3,509 
11,891 
9,077 


1,557 
1,400 


2,256 
364 
2,301 
4,697 
5,379 
1,996 


529 


513,357 

478,572 

249,297 

286,893 

50, 776 

223, 168 

6,068 

30,057 

42,649 

3,068 

2,683 

3,433 

13,993 


1,836,815 


13,355 


36,322 


17,522  I  1,904,014 


A  statement  covering  the  entire  period  from  May  1,  1917,  to  No- 
vember 10,  1918,  will  be  found  as  an  appendix. 

Attention  is  directed  to  the  comparative  freedom  from  accident, 
due,  in  our  opinion,  largely  to  the  steadfast  maintenance  of  a  low 
rate  of  speed. 

INDUSTRIAL  AND  CAMP  MOVEMENTS. 

At  the  peak  of  the  activities  incident  to  the  prosecution  of  the  war 
it  was  necessary  to  provide  for  the  daily  movement  to  and  from  in- 
dustrial plants  and  camps  of  205,587  persons  in  each  direction.  To 
perform  this  work,  2,319  passenger-equipment  cars  were  in  daily  use. 

LABOR  MOVEMENTS. 

In  September,  1918,  this  section  was  directed  to  undertake  the 
handling  of  such  labor  movements  as  were  being  made  under  the 
direction  of  the  Employment  Service  of  the  Department  of  Labor. 

Contact  was  established  in  each  State  and  large  industrial  center 
with  representatives  of  that  department,  and  the  work  has  been  car- 
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ried  through  successfully  since  that  time.  The  demands  made  upon 
this  section  by  it  have  not  been  great ;  our  records  show  that  we  were 
obliged  to  take  action  in  cases  involving  only  25,157  persons. 

THE  GENERAL  PASSENGER-EQUIPMENT  SITUATION. 

On  October  28  this  section  was  directed  to  undertake  the  handling 
of  all  passenger-equipment  cars.  A  survey  made  as  of  November  1 
showed  the  following: 

Coaches  and  baggage  and  express  cars  as  of  Nov.  1,  1918. 


Coaches. 


Num- 
ber. 


Per 
cent. 


Baggage  and 
express. 


Num- 
ber. 


Per 

cent. 


Assigned: 

To  camp  and  industrial  service 
To  regular  train  service 

To  protect  regular  trains 

Extra  cars  not  in  assigned  runs 

In  shop 

Total  reported 


2,628 
16,707 
2,060 
2, 336 
2, 342 


26,073 


10.0 
64.1 
7.9 
9.0 
9.0 


S9 
6,730 

737 
1,029 

975 


100.0 


9,560 


0.9 
70.4 

7.7 
10.8 
10.2 


100.0 


From  these  figures  it  is  manifest  that  taking  the  country  as  a  whole, 
there  is  a  sufficient  number  of  passenger-equipment  cars  to  perform 
the  service  required  and  that  the  problem  is  primarily  to  make  such 
equipment  available  where  the  necessity  is  greatest. 

Without  any  specific  instructions  or  preliminary  arrangements 
this  section  has  virtually  placed  in  general  use  cars  which  were  avail- 
able in  all  sections  of  the  country.  Unless  this  had  been  done,  it  would 
have  been  quite  impossible  to  handle  the  traffic  which  has  moved- 


THE  EXPRESS  SITUATION. 

In  line  with  the  policy  of  making  use  of  cars  of  any  initial  to  meet 
the  situation,  we  have  not  hesitated  to  send  into  the  heavy  express  dis- 
tricts in  the  East  baggage  and  express  cars  of  all  ownerships  to  meet 
the  requirements  of  the  holiday  traffic.  This,  of  course,  is  a  temporary 
measure  inasmuch  as  no  opportunity  has  hitherto  existed  for  an 
analysis  of  the  express  traffic  as  a  whole. 

A  study  of  this  situation  should  undoubtedly  be  made,  primarily 
to  ascertain  the  normal  and  seasonal  flow  of  the  express  traffic  and  the 
relationship  between  the  roads  handling  other  than  local  traffic.  This 
study  will  be  undertaken  with  a  view  to  accurate  knowledge  upon 
which  proper  recommendation  and  action  may  be  based  in  the  future. 
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IflE    DEMOBILIZATION    OF    TKOOPS. 

It  will  be  noted  that  the  creation  of  the  Army  and  sending  approxi- 
mately 2,000,000  men  to  ports  of  embarkation  involved  the  transpor- 
tation of  upwards  of  8,700,000  men. 

It  is  estimated  that  to  demobilize  these  troops  will  involve  the  trans- 
portation of  not  less  than  7,250,000.  Methods  for  handling  this  to 
the  best  advantage  are  gradually  being  worked  out  in  connection 
with  the  proper  organizations  of  the  General  Staif,  and  wdiile  the 
problems  are  new  and  can  not  be  dealt  with  upon  any  precedent  it 
is  not  anticipated  that  any  insurmountable  difficulty  Avill  be  en- 
countered. 

THE  COMMON   USE  OF  PASSENGER  EQUIPMENT. 

To  accomplish  the  demobilization  and  to  properly  serve  the  express 
traffic  a  continuation  of  the  policy  of  the  common  use  of  coaches  and 
baggage  and  express  cars  must  necessarily  be  continued  until  the 
occasion  therefor  is  removed. 

PERSONNEL. 

The  work  of  this  section  has  been  performed  by  the  following  forces : 

In  the  Washington  office,  3  heads  of  departments  and  27  clerks. 

In  the  country  at  large,  6  depai'tment  general  agents;  dividing 
the  United  States  between  them,  54  camp  general  agents  and  the 
necessary  force  of  60  clerks. 

In  addition  there  has  been  on  each  railroad  an  authorized  official 
to  whom  all  directions  as  to  troop  and  other  movements  were  trans- 
mitted and  who  made  himself  responsible  for  Iheir  proper  carrying 
out.    The  number  of  these  is  204. 

To  deal  with  the  draft  there  was  placed  in  the  office  of  the  governor 
or  adjutant  general  of  each  State  a  representativie  of  the  passenger 
department  of  some  road  serving  the  territory  to  deal  with  the  in- 
numerable questions  relating  to  the  movements  of  drafted  men.  The 
number  of  these  is  49. 

The  work  which  has  been  performed  by  this  section  would  have 
been  impossible  except  for  the  continuous  and  cordial  cooperation  of 
the  War  Department  and  the  Eailroad  Administration. 

MAY,  1917,  TO  NOVEMBER  10,  1018. 

Troops  moved : 

(a)   Drafted  men  from  their  homes 2,287,926 

(6)  On  regular  trains 1,380,564 

(c)  On  special  troop  trains 5,046,092 

Total 8,  714,  582 

(d)  Average  per  month 502,764 

(e)  Maximum,  July,  1918 1,147,013 
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Equipment  furnished: 

(a)  Pullman,  standard  and  tourist 70,413 

(&)   Coaches  for  special  troop  trains 65,954 

Estimated   coaches   for   draft   and   regular   train 

movements 69,  802 

206, 169 

(c)   Baggage  and  express  cars  for  special  troop  trains-        11,  709 

Estimated  baggage  and  express  cars  for  drafted 

men 4,  576 

16, 285 

id)   Freight  cars  for  special  troops  trains 23,075 

Total 245,529 

•Special  troop  trains : 

(a)  Number  run 11,959 

Estimated  number  required  for  drafted  men 4,  576 

16, 535 

Average  special  troops  trains: 

(a)  Number  cars  per  train 12.  6 

(&)   Distance  handled  per  train 875.  4 

(c)  Number  hours  per  train 44.2 

(d)  Number  miles  per  hour 19.8 

(e)  Number  men  per  train 421 

Accommodations : 

(a)  Number  handled  in  Pullman  cars 2,671,074 

(b)  Number  of  men  handled  in  coaches 6,043,508 

(c)  Percentage  in  Pullman  cars 30.6 

Accidents  involving  death  or  injury: 

(a)  Number 16 

(b)  Number  of  men  killed 39 

(c)  Number  of  men  injured 335 

Analysis  of  movements  to  ports: 


Camp  Merritt... 

Camp  Mills 

Camp  Upton.... 

Hoboken 

Philadelphia 

Newport  News . 

Quebec 

Montreal 

Boston 

Portland 

Halifax 

St.  Johns 

Baltimore 

Morrison 


Total  - 


To- 


Direut. 


532, 
525, 
251, 
447, 
47, 
249, 

IS 
20, 


150 


Transferred  from  New  York 
to— 


Camp 
Merritt. 


2,137 
680 


1,055 

7,611 

2,13S 

976 


504 


2,100,928 


15, 101 


Camp 
Mills. 


10,295 
364 

3,509 
13,S13 

9,077 


1,557 
1,233 
1,400 


41,248 


Camp 
Upton. 


2,256 


2,301 
4,697 
5,379 
1,996 


529 


17,158 


Total. 


532, 754 

525,557 

251,852 

447, 870 

62,616 

250, 404 

6,068 

37,907 

42,943 

4,134 

2,683 

1,233 

3,4,33 

4,981 


2,174,455 


OPERATING  STATISTICS  SECTION. 

This  section  was  created  May  6,  1918,  and  after  careful  considera- 
tion and  report  upon  the  subject  had  been  made  by  a  committee  of 
executive  and  accounting  officers  selected  from  railroads  in  all 
sections  of  the  country. 
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The  plan  for  standardizing  statistical  practice  became  effective 
August  1,  1918.  Except  in  two  particulars — the  computation  of  net 
ton-miles  from  the  train  reports  and  the  distribution  of  locomotive 
hours — there  is  no  material  departure  from  the  practices  already 
established  on  the  majority  of  the  railroad  mileage,  but  it  was  made 
uniform  throughout.  The  statistics  are  available  within  a  reason- 
able time,  considering  the  magnitude  of  the  figures,  and  are  compiled 
individually  for  all  Class  I  railroads  under  Federal  control  and 
separated  into  regions. 

Because  the  cost  of  materials  and  labor  have  been  steadily  climb- 
ing, comparisons  of  transportation  costs,  expressed  in  money,  are 
valueless,  but  the  comparisons  of  physical  performance  afforded  by 
these  statistics  are  most  instructive  and  helpful  to  the  operating 
officers. 

For  the  first  10  months  of  1918  we  have  the  following  comparisons 
in  physical  performance  with  the  same  period  in  1917 : 


1918 


1917 


Ton-miles  per  mile  of  road  per  day. 

Tons  per  loaded  ear 

Tons  per  freight-train  mile 

Total  ton-miles  per  freight  locomotive  per  day. 


5,263 

29 

682 

38, 162 


Total  ton-miles  per  freight  car  per  day  i j  495 


5,168 

26.8 

655 

37,851 

502 


1  The  decrease  in  ton-miles  per  freight  car  per  day  was  due  entirely  to  the  necessities  for  the  long-dis- 
tance movement  of  empty  cars  to  care  for  emergency  situations. 

The  creation  of  the  Operating  Statistics  Section,  with  Prof.  W.  J. 
Cunningham  as  manager,  on  May  6,  1918,  grew  out  of  the  recom- 
mendations of  the  committee  on  operating  statistics  appointed  April 
11,  to  report  upon  what  should  be  done  to  furnish  operating  statistics, 
and  to  bring  about  uniformity  in  statistical  methods  and  reports. 

The  functions  of  this  section  are: 

(1)  To  decide  upon  operating  statistical  standards,  and  to  make 
them  effective; 

(2)  To  act  as  a  clearing  house  for  the  receipt  of  the  standardized 
forms,  and  for  the  analysis  of  the  operating  results,  as  well  as  for 
the  dissemination  of  the  figures  in  detail  and  in  summarized  form; 

(3)  To  make  such  special  analyses  of  the  results  of  any  particular 
road,  groups  of  roads,  or  regions,  as  may  be  required,  and  to  report 
upon  other  specific  subjects  referred  to  it  for  special  study. 

The  first  was  a  problem  of  organization  of  ideas  and  the  promul- 
gation of  instructions.  The  second  and  third  were  problems  of 
office  organization  and  operation,  in  effectively  utilizing  the  in- 
formation made  available  by  the  neAv  reports. 

The  first  object  has  been  attained  in  that  practical  uniformity  in 
operating    statistical    practice   has    been    accomplished.      Complete 
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figures  arc  now  available  for  all  class  1  roads  (those  having  operat- 
ing revenue  in  excess  of  $1,000,000  per  year),  under  Federal  control, 
and  the  figures  are  compiled  on  uniform  bases.  Tlie  new  plan  has 
done  for  operating  statistics  what  the  classifications  of  the  Inter- 
state Commerce  Commission  have  accomplished  for  railroad  ac- 
counting. It  is  now  possible  to  compare  not  only  the  accounting 
returns  but  also  the  operating  statistical  returns  of  the  individual 
roads  without  the  qualifications  and  the  uncertainties  heretofore 
unavoidable  because  of  variations  in  statistical  practice.  The  aim 
of  the  new  plan  has  been  to  continue  the  best  in  current  practice 
without  imposing  undue  hardship  or  unnecessary  expense.  While 
believed  to  be  scientifically  comprehensive,  and  to  give  the  funda- 
mentally important  information,  the  new  plan  has  not  been  carried 
so  far  toward  the  ideal  as  to  be  impractical  or  unjustifiably  burden- 
some. The  objects  of  the  new  forms,  as  announced  in  Circular  No. 
15,  Division  of  Operation,  July  15.  1918,  are: 

(a)  To  furnish  the  Director  General,  the  director,  Division  ot 
Operation,  and  the  regional  directors  with  the  basic  data  and  the 
significant  averages,  ratios,  and  unit  costs,  which  relate  to  or  fur- 
nish indices  of  operating  efficiency.  In  so  far  as  it  is  practicable, 
the  information  on  these  forms  will  be  utilized  in  supplying  through 
the  operating  statistics  section  of  the  Division  of  Operation  the 
statistical  requirements  of  the  several  sections  of  the  Division  of 
Operation,  or  of  other  divisions. 

(b)  To  provide  uniform  bases,  methods,  and  forms  which  will 
insure  uniformit}^  in  practice  and  avoid  any  question  as  to  com- 
parability in  so  far  as  bases  and  methods  are  concerned. 

It  is  believed  that  these  objectives  have  been  reached. 

As  to  the  second  purpose  of  the  operating  statistics  section,  sub- 
stantial progress  has  been  made  in  organizing  the  statistical  ma- 
terial and  making  it  available  for  the  purposes  of  administrative 
control.  The  basic  data  and  the  significant  averages  for  each  road 
and  for  each  region  are  summarized  monthly,  and  the  summaries 
are  distributed  not  only  to  the  officers  of  the  central  administration, 
but  also  to  the  regional  directors,  district  directors.  Federal  man- 
agers, and  general  managers.  It  is  now  possible  for  the  local 
managers  to  compare  their  operating  results  with  those  of  other- 
roads,  to  note  wherein  the  comparison  is  favorable  or  unfavorable, 
and  to  apply  corrective  measures  accordingly.  While  it  may  appear 
that  the  reports  are  required  primarily  for  the  use  of  the  central 
administration,  as  a  matter  of  fact  as  much  importance  was  attached 
to  the  purpose  of  affording  more  comprehensive  information  to  the 
local  managers  and  of  encouraging  them  to  make  greater  use  of 
statistics  for  local  control.  It  is  recognized  that  statistics  are  valu- 
able only  to  the  extent  that  the}^  are  used,  and  that  the  greatest 
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measure  of  value  conies  from  local  rather  than  from  central  use. 
There  is  gratifying  evidence  of  a  tendency  to  take  more  interest 
in  the  returns.  This  greater  interest  on  the  part  of  those  directly 
responsible  for  results  must  inevitably  be  translated  into  terms  of 
increased  efficiency. 

The  third  function  of  the  operating  statistics  is  still  in  the  early 
stages  of  development.  Many  requests  have  been  made  upon  this 
office  for  detailed  anal^ysis  of  the  operating  results  of  certain  roads, 
or  groups  of  roads,  and  for  reports  on  specific  features  of  opera- 
tion, particularly  on  matters  which  are  quasi-operating  and  quasi- 
accounting  in  character.  It  is  believed  that  this  part  of  the  work 
of  the  section  will  increase,  and  that  more  frequent  opportunity  will 
be  given  for  useful  service  in  making  special  studies  and  of  utiliz- 
ing its  large  store  of  valuable  operating  data. 

DEVELOPMENT  OF  ORGANIZx\TION. 

As  has  already  been  stated,  the  creation  of  the  Operating  Statistics 
Section  on  May  6, 1918,  grew  out  of  the  recommendations  of  the  com- 
mittee on  operating  statistics  appointed  on  April  11,  1916: 

(a)  To  make  an  examination  of  the  reports  and  statistics  sent  in  by 
the  principal  railroads  in  response  to  the  request  of  April  5,  through 
the  regional  directors,  for  copies  of  monthly  statements  "  used  by 
transportation  officers  to  measure  efficiency  and  cost  of  their  opera- 
tions " ; 

(h)  To  suggest  bases  for  standardizing  such  reports  and  methods: 
and 

(c)  To  submit  recommendations  concerning  the  creation  of  an 
Operating  Statistics  Section  of  the  Division  of  Operation. 

The  committee,  in  the  order  of  appointment,  consisted  of  Mr. 
(leorge  R.  Martin,  vice  president.  Great  Northern  Railway,  represent- 
ing the  Northwest:  Mr.  J.  G.  Drew,  vice  president,  Missouri  Pacific 
Railroad,  representing  the  Southwest ;  Mr.  W.  J.  Cunningham,  pro- 
fessor of  transportation.  Harvard  University,  representing  New! 
England :  Mr.  J.  J.  Ekin,  general  auditor,  Baltimore  &  Ohio  Railroad, 
representing  trunk-line  territory ;  and  Mr.  J.  B.  Duke,  assistant  comp- 
troller. Southern  Railway,  representing  the  South  and  Southeast. 
In  the  early  meetings  of  the  committee,  which  began  on  April  11.  Mr. 
F.  A.  Deverell,  assistant  general  auditor.  Baltimore  &  Ohio  Rail- 
road, represented  Mr.  Ekin,  and  Mr.  A.  E.  Fowler,  auditor  of  dis- 
bursements, Southern  Railway,  represented  Mr.  Duke.  Later  the 
southern  region  was  represented  by  Mr.  H.  W.  MacKenzie,  comp- 
troller. Seaboard  Air  Line,  and  the  eastern  lines  were  given  further 
representation  by  the  appointment  of  Mr.  W.  C.  Wishart,  statistician, 
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New  York  Central  Lines.     The  committee  had  the  assistance  also  of 
Mr.  George  W.  Lamb,  accounting  staff  officer,  southern  region. 

The  force  of  the  section  has  expanded  gradually  as  its  work  has 
enlarged.  At  this  date  it  numbers  21  employees.  It  will  undoubt- 
edly be  necessary  to  add  to  the  force  as  the  work  of  the  section  is 
further  enlarged  in  making  a  more  complete  check  of  the  reports 
and  in  compiling  additional  summaries.  The  effective  utilization  of 
the  large  amount  of  information  for  the  purposes  of  administrative 
control,  both  centrally  and  locally,  is  still  in  the  early  stages  of 
development. 

UNIFORMITY  IN   OPERATING  STATISTICS. 

The  accounting  classifications  of  the  Interstate  Connnerce  Com- 
mission have  brought  about  practical  uniformity  in  railroad  account- 
ing. The  annual  returns  made  by  each  railroad  to,  and  published 
by  the  commission,  are  fairly  comparable  in  so  far  as  accounting 
methods  are  concerned.  The  commission's  requirements,  however, 
have  extended  but  casually  into  the  domain  of  operating  statistics, 
and  there  has  been  a  marked  lack  of  uniformitj'^  in  the  bases  and 
in  the  methods  and  forms  used  for  compiling  data  which  relates  to 
operating  efficiency  from  the  viewpoint  of  ph^'sical  performance. 

In  designing  the  standard  forms  and  in  prescribing  standard 
methods,  the  aim  has  been  to  utilize  all  of  the  operating  statistical 
data  required  by  the  Interstate  Commerce  Commission  (such  as 
train-miles,  locomotive-miles,  car-miles,  and  operating  expense  ac- 
counts), and  to  build  upon  that  structure  the  additional  information 
which  is  considered  essential  to  a  complete  and  scientific  exhibit  of 
physical  performance  and  of  unit  costs  of  operation.  It  is  the  inten- 
tion that  the  new  forms  should  take  the  place  of  existing  reports 
which  relate  to  the  same  phases  of  operation,  so  as  to  avoid  duplica- 
tion. In  some  cases,  where  there  is  a  diffusion  of  statistics,  they 
should  bring  about  a  net  decrease  in  statistical  work. 

There  have  been  wide  divergencies  in  statistical  practice  in  differ- 
ent sections  of  the  country  and  on  different  railroads.  Some  railroads 
have  well-organized  statistical  departments  and  have  compiled  and 
issued  complete  and  satisfactory  monthly  exhibits  of  operating  re- 
sults, for  the  information  of  their  own  officers.  Others  have  had  very 
little  other  than  monthly  figures  compiled  to  meet  the  requirements 
of  the  Interstate  Commerce  Commission  in  its  annual  report.  The 
new  standards  are  designed  to  continue  the  best  in  current  practice 
of  roads  well  organized  statistically  and,  at  the  same  time,  to  avoid 
placing  too  heavy  a  burden  on  the  larger  number  of  roads  which 
have  not  been  as  progressive  in  that  respect. 
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It  was  considered  advisable  in  the  beginning  to  limit  the  initial 
requirements  to  the  more  important  features  of  operation,  the  inten- 
tion being  to  supplement  these  from  time  to  time  with  additional 
requirements  until  a  complete  system  is  made  effective. 

The  new  forms  are  numbered  O.  S.  1  to  O.  S.  8,  inclusive  (the 
prefix  O.  S.  denoting  "  Operating  Statistics  ").  Each  form  will  now 
be  referred  to  in  order. 

FORM   O.   S.    1,   FREIGHT-TRAIN    PERFORMANCE. 

As  the  freight  service  offers  the  largest  opportunities  for  statisti- 
cal control,  the  task  of  designing  a  standard  report  afforded  the 
widest  field  for  harmonizing  differences  in  statistical  practice  and  in 
setting  scientific  standards.  In  addition  to  the  statistics  required  by 
the  Interstate  Commerce  Commission's  classification  of  train-miles, 
locomotive-miles,  and  car-miles,  the  form  calls  for  the  following  data 
not  heretofore  generally  available,  viz : 

.  Gross  ton-miles. — The  gross  weight  of  the  train  (cars,  contents, 
and  caboose),  multiplied  by  the  miles  the  train  is  moved.  This  rep- 
resents the  gross  transportation  product  of  train-miles  and  locomo- 
tive-miles. It  is  the  product  which  may  be  credited  to  the  operating 
department  and  against  which  the  direct  expenses  of  wages  of  train 
crews,  fuel,  and  other  engine  and  train  supplies  may  be  charged,  and,, 
subject  to  the  qualifications  of  related  statistics,  is  the  measure  by 
which  train  and  locomotive  efficiency  may  be  judged.  Gross  ton- 
miles  have  been  computed  by  a  substantial  majority  of  railroads, 
particularly  in  the  West,  but  the  practice  has  not  been  followed  so 
generally  in  the  East.  A  check  of  the  statistical  reports  of  all  rail- 
roads in  May  developed  the  fact  that  gross  ton-miles  were  figured^ 
either  for  the  whole  or  for  part  of  the  line,  on  railroads  comprising 
approximately  three-quarters  of  the  total  mileage  of  class  1  roads 
in  the  United  States.  These  statistics,  however,  were  made  available 
only  to  the  executives  and  operating  officials  of  the  roads.  They  sel- 
dom were  made  public,  and  as  between  railroads  the  figures  were 
exchanged  only  to  a  limited  extent.  Moreover,  there  was  a  lack  of 
uniformity  both  as  to  the  scope  of  the  statistics  and  as  to  the  methods 
of  compiling  and  of  utilizing  the  figures. 

Net  ton-miles. — The  net  weight  of  the  freight  in  the  train,  multi- 
plied by  the  miles  the  train  is  moved.  This  is  the  net  transportation 
product  of  train-miles  and  locomotive-miles.  For  the  purposes  of 
train-efficiency  statistics  no  distinction  is  made  between  revenue  tons 
and  nonrevenue  tons  (locomotive  fuel  and  other  railroad  freight). 

The  only  train-production  statistics  available  generally  for  com- 
parative purposes  have  been  the  net  ton-miles  based  on  waybills. 
These  are  required  annually  by  the  Interstate  Commerce  Commission 
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and  are  used  as  a  basis  for  obtaining  certain  averages  published  in 
their  annual  reports.  For  reasons  which  will  be  mentioned  later,  the 
waybill  net  ton-miles  are  defective  as  a  monthly  base  for  measuring 
train,  locomotive,  and  car  efficiency.  The  new  forms  call  for  net  ton- 
miles,  as  well  as  gross  ton-miles,  to  be  based  on  the  conductors'  train 
reports.  The  figures  differ  from  the  net  ton-miles  heretofore  avail- 
able, as  the  latter  have  been  based  on  the  waybills  as  taken  into  the 
revenue  accounts.  Ton-miles  computed  from  the  waybills  rarely  cor- 
respond with  the  tons  actually  moved  in  the  period  for  which  train- 
miles  are  reported,  because  of  the  delay  in  taking  the  interline  way- 
bills into  account.  There  is  always  a  "  lap  over  "  of  interline  waybill 
ton-miles  omitted  from  the  preceding  period  and  a  shortage  of  inter- 
line waybill  ton-miles  produced  in  the  current  period,  but  not  taken 
into  account  until  the  next  period.  In  theory  the  "lap  over  "  should 
balance  the  shortage,  but  in  actual  practice  the  discrepancj'  is  often 
so  great  as  to  iuA'alidate  waybill  tonnage  as  a  measure  of  train  per 
formance  for  any  particular  month.  The  adoption  of  the  universa' 
interline  waybill  has  increased  the  extent  of  this  "  lap  over."  More- 
over, the  "  short  routing"  of  freight  and  the  common  use  of  parallel- 
iniT  lines  and  terminals  under  unified  governmental  operation  make 
it  impracticable  in  man}'  cases  for  the  freight-auditing  department 
accurately  to  credit  the  tonnage  to  the  road  which  should  re  ■oi^  e  the 
credit,  and,  furthermore,  there  are  great  difficulties  in  allocating 
waybill  ton-miles  to  the  operating  divisions  of  any  one  road.  Be- 
sides, the  waybill  computations  usually  are  not  complete  until  the 
15th  of  the  second  month  following  that  to  which  the  figures  apply, 
and  the  information  is  then  too  late  to  be  of  current  value  for  operat- 
ing statistical  purposes. 

It  was  decided,  therefoi-e.  to  require  that  the  net  ton-miles,  as  well 
as  gi'oss  ton-miles,  the  train-miles,  the  locomotive-miles,  and  the  car- 
miles,  should  be  comi^uted  from  the  conductors'  train  reports.  The 
complete  figures  from  this  source  are  available  one  month  earlier  than 
thos;^  taken  from  the  waybills.  This  practice  insures  the  comparabil- 
ity of  all  of  these  related  data  and  definitely  allocates  the  transpor- 
tation product  to  the  particular  period  under  review. 

Tinting  fo7i-ndJes. — The  potential  production  in  gross  ton-miles 
based  on  the  rated  trainload  for  each  freight  train  run;  in  other 
words,  the  gross  ton-miles  which  would  have  been  produced  had  every 
freight  train  been  loaded  to  100  per  cent  of  the  slow  freight  rating 
for  normal  weather  conditions.  This  potential  production  when  com- 
pared with  the  actual  production  in  gross  ton-miles  affords  a  measure 
of  train  loading  efficiency.  The  "  Per  cent  of  gross  ton-miles  to  rating 
ton-miles"  shows  the  degree  of  success  of  the  efforts  to  attain  maxi- 
mum utilization  of  the  tractive  power  of  the  locomotive. 


EXTENSION   OP   GOVERNMENT  CONTROL  OF   RAILROADS.         177 

Train  hours. — The  aggregate  elapsed  time  of  trains  between  the 
time  of  leaving  the  initial  terminals  and  of  arriving  at  the  final  ter- 
minals. This  information  makes  it  possible  to  take  account  of  the 
time  element,  an  important  factor  which  has  not  generally  been  fea- 
tured in  operating  statistical  reports.  It  provides  a  base  upon  which 
conclusions  may  be  reached  as  to  the  effect  of  operating  policies  on 
train  speed  and  on  the  ton-mile  production  per  train  hour.  The  unit 
"  Ton-miles  per  train  hour "  is  obtained  by  dividing  the  ton-miles 
by  the  train  hours  or  by  multiplying  the  average  tons  per  train-mile 
by  the  average  train  speed  in  miles  per  hour.  Train  efficiency  may 
be  increased  by  increasing  the  speed  with  the  same  trainload  or  by 
increasing  the  trainload  and  moving  it  at  the  same  speed,  or  by 
increasing,  both  load  and  Speed.  An  increase  in  the  trainload,  if  ac- 
companied by  relatively  greater  decrease  in  speed,  will  result  in  a  net 
loss  in  ton-miles  per  train  hour.  The  tw-o  elements,  weight  and 
speed,  should  be  considered  both  separately  and  together.  Their 
effect  is  combined  in  "  Ton-miles  per  train  hour." 

From  the  basic  data  on  the  first  page  of  the  report  certain  averages 
are  derived  and  reported  on  page  2.  These  averages  show  the  rela- 
tion between  locomotive-miles  and  train-miles,  the  average  cars  per 
train,  the  gross  tons  and  net  tons  per  train-mile  and  per  train  hour, 
the  train  speed  in  miles  per  hour,  the  average  carload,  the  per  cent  of 
loaded  to  total  car-miles,  the  per  cent  of  net  ton-miles  to  gross  ton- 
miles,  and  the  per  cent  of  actual  gross  ton-miles  to  potential  gross 
ton-miles.  All  of  the  figures  are  compared  with  those  of  the  pre- 
vious year  and  are  reported  by  directions,  so  that  the  extent  and  the 
effect  of  unbalanced  traffic  may  be  traced. 

FORM  O.  S.  2,  PASSENGER,  MIXED,  AND  SPECIAL  TRAIN  PERFORMANCE. 

This  report  calls  for  less  detail  than  Form  O.  S.  1,  as  there  is  not 
the  same  need  for  passenger-train  statistics,  nor  the  same  possibilities 
of  statistical  control.  The  report  calls  only  for  the  monthly  train, 
locomotive,  and  car  mile  statistics  required  annually  by  the  Inter- 
state Commerce  Commission,  but  it  affords  a  comparison  of  the  in- 
formation as  to  the  extent  of  the  passenger,  mixed,  and  special  train 
service,  their  ratios  to  total  train-miles,  the  ratio  of  locomotive-miles 
to  train-miles,  and  the  average  cars  per  train  (separated  by  classes 
of  cars),  in  each  of  the  three  classes  of  service. 

FORM  O.   S.    3,  LOCOMOTIVE  PERFORMANCE. 

Form  O.  S.  3  calls  for  statistics  of  performance  and  of  fuel  con- 
sumption of  freight,  passenger,  and  yard  switching  locomotives.    The 
averages  show  the  locomotive  load  (gross  ton-miles  in  freight  service 
and  car-miles  in  passenger  service),  the  locomotive-miles  per  locomo- 
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tive-day  and  the  pounds  of  coal  consumed  per  locomotive-mile,  per 
gross  ton-mile,  and  per  passenger  car-mile  in  the  three  classes  of 
service. 

FORM  O.  S.   4,  DISTRIBUTION  OF  LOCOMOTIVE  HOURS. 

This  form  requires  information  as  to  the  average  number  of 
locomotives  in  each  class  of  service  and  a  complete  record  of  the 
hours  spent  on  the  road  between  terminals,  at  the  terminals  before 
beginning  and  after  completing  the  road  run,  in  the  engine  house, 
and  in  the  shop.  Every  hour  of  the  day  of  each  locomotive  must  be 
accounted  for.  This  report  furnishes  information  not  heretofore 
available  in  comprehensive  form,  and  it  provides  a  valuable  check 
on  locomotive  utilization.  The  report  enables  the  supervising  officers 
to  form  intelligent  conclusions  as  to  the  adequacy  of  the  motive 
power,  to  determine  whether  too  much  time  is  spent  at  terminals,  in 
engine  houses  and  in  shops,  and  to  take  steps  to  increase  the  per- 
centage of  time  on  the  road  in  productive  service. 

FORM  O.   S.    5,  FREIGHT-CAR   UTILIZATION. 

Form  O.  S.  5  provides  an  exhibit  which  shows  the  average  number 
of  serviceable  freight  cars  on  the  line  daily  and  the  number  in  un- 
serviceable condition.  This  information,  in  connection  with  other 
basic  data  relating  to  ton-miles  and  car-miles,  furnishes  the  signifi- 
cant units  of  car  performance : 

(a)  The  tons  per  loaded  car; 

(h)  The  per  cent  of  loaded  to  total  car-miles; 

(c)  The  average  car-miles  per  car-day;'  and 

(d)  The  ton-miles' per  car-day. 

The  unit  last  named  is  the  resultant  of  the  first  three,  and  com- 
bines the  effect  of  the  carload,  the  per  cent  of  loads,  and  the  car 
miles  per  car  day.  It  may  be  noticed  that  the  carload  and  the  per  cent 
of  loaded  car  miles  are  shown  also  on  Form  O.  S.  1.  The  reason 
for  the  duplication  is  that  Form  O.  S.  1  relates  only  to  freight 
trains  while  Form  O.  S.  5  includes  both  freight  and  mixed  trains. 
Mixed  trains  are  necessarily  taken  into  account  on  Form  O.  S.  5, 
as  the  averages  are  based  on  total  freight  car  days,  including  freight 
cars  moving  part  of  the  time  in  mixed  trains. 

The  underlying  theory  of  Forms  O.  S.  1  to  5,  inclusive,  is  that 
the  operating  department  is  charged  with  a  given  number  of  loco- 
motive days  and  car  days,  and  is  credited  with  its  production  in 
ton-miles.  The  production  in  ton-miles,  in  turn,  is  related  to  the 
operating  department's  expenditure  in  train  miles,  locomotive  miles, 
and  car  miles,  and  the  supplementary  statistics  throw  light  on  the 
components  of  the  train  load  and  the  carload,  as  well  as  upon  the 
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eii'cct  of  changes  in  the  nature  of  the  commodities  hinidlcd,  in  the 
bahmce  of  traffic,  in  the  proportion  of  preference  freight  trains,  and 
in  other  physical,  traffic,  or  operating  features.  The  desiderata  are 
that  each  locomotive  and  car  should  be  kept  employed  to  its  capacity, 
and  should  produce  the  maximum  of  ton-miles  with  the  minimum 
of  train,  locomotive,  and  car  miles.  The  statistics  show  clearly  the 
relation  between  the  ton-mile  production  and  the  utilization  of  equip- 
ment, and  the  relation  between  the  actual  and  the  potential  train 
production. 

FORM   O.    S.    6,   LOCOMOTIVE   AND   TRAIN    COSTS. 

This  report  deals  with  the  direct  costs  of  locomotive  and  train 
operation,  in  both  freight  and  passenger  service.  The  costs  of 
locomotive  repairs,  engine-house  expenses,  wages  of  train  and  engine 
crews,  locomotive  fuel,  locomotive  supplies,  and  train  supplies  are 
related  to  the  units  of  performance,  i.  e.,  train  miles,  locomotive 
miles,  car  miles,  and  gross  ton-miles. 

These  cost  statistics  are  confined  to  what  are  known  as  the  "  di- 
rect," or  "out-of-pocket"  expenses;  that  is  to  say,  those  which  vary 
in  a  large  measure  with  the  train  and  locomotive  miles  and,  there- 
fore, are  under  the  control  of  the  operating  department. 

FORM  O.   S.    7,  CONDENSED  INCOME  ACCOUNT  AND  OPERATING  EXPENSES  BY 

PRIMARY  ACCOUNTS. 

Form  O.  S.  7  follows  exactly  the  condensed  income  account  re- 
quired monthly  and  the  operating  expense  accounts  required  yearly 
by  the  Interstate  Commerce  Commission.  With  it  is  required  a 
monthly  explanation  of  the  noticeable  fluctuations  in  operating  ex- 
penses, so  that  the  changes  may  be  analyzed  and  checked  against 
the  phj^sical  performance  items  reported  on  the  other  forms. 

FORM  O.  S.   8,  FREIGHT  AND  PASSENGER  TRAFFIC  STATISTICS. 

This  form  is  now  being  printed,  and  will  be  made  effective  with 
the  month  of  November.  It  calls  monthly  for  the  information  now 
required  annually  by  the  Interstate  Commerce  Commission  with 
respect  to  tons  carried  and  ton-miles  (based  on  waybill  computation), 
passengers  carried,  and  passengers  carried  one  mile,  freight  revenue 
and  passenger  revenue,  and  gives  monthly  the  averages  now  reported 
yearly  to  the  Commission  and  published  in  its  annual  reports. 

UTILIZATION  OF  DATA  FOR  PURPOSES  OF  STATISTICAL  CONTROL. 

The  reports  on  the  new  forms  as  they  come  to  this  section  are 
checked  and  analyzed.     Errors  in  computation,  obvious  misunder- 
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Standings  in  the  interpretation  of  instructions,  and  questionable 
items  in  the  basic  data,  are  called  to  the  attention  of  the  individual 
railroads  and  of  the  regional  directors.  After  verification  the  figures 
are  summarized  by  regions  (with  the  details  for  each  road),  and  the 
monthly  summaries  are  printed  in  quantity  sufficient  to  supph^  each 
railroad  and  regional  director,  as  well  as  the  officials  of  the  central 
administration.  The  form  and  extent  of  these  monthly  summaries 
are  still  in  the  development  stage. 

When  the  Operating  Statistics  Section  was  organized  it  took  over 
the  compilation  and  publication  of  the  monthly  report  of  freight 
operations  begun  in  1917  by  the  Bureau  of  Railway  Economics,  act- 
ing for  the  American  Eailwaj^  Association,  and  the  summaries  have 
been  continued  monthly  since  April,  1918,  in  slightly  amended  form. 
These  summaries  show  for  each  class  1  road,  and  for  each  district  and 
region,  the  volume  of  freight  traffic,  the  train-miles,  locomotive  miles, 
car  miles,  and  number  of  locomotives  and  cars  in  service,  as  w-ell  as 
the  significant  averages,  such  as  the  trainload,  carload,  per  cent  of 
loaded  cars,  car  miles  per  car  day,  locomotive  miles  per  locomotive 
day,  and  net  ton  miles  per  car  day,  and  per  locomotive  day.  Effective 
with  the  figures  for  the  month  of  October  the  monthly  summaries 
have  been  enlarged  to  include  additional  information  from  the  new 
O.  S.  Forms. 

As  now  being  published,  there  are  four  sets  of  monthly  statistical 
summaries,  which  show  the  following  information  for  individual 
roads,  districts,  regions,  and  total : 

(1)    FREIGHT-TRAIN    PERFORMANCE    (EXCLUDING   MIXED   AND   SPECIAL 

TRAINS). 

(Statistics  in  practically  all  items  shown  by  directions  and  in  com- 
parison with  the  same  jDeriod  of  previous  year.) 

Average  miles  of  road  operated. 

Net  ton-miles  per  mile  of  road  per  day. 

Net  ton-miles  per  train-hour. 

Train  speed  in  miles  per  hour. 

Net  ton-miles  per  train-mile. 

Per  cent  of  net  ton-miles  to  gross  ton-miles. 

Per  cent  of  loaded  to  total  car-miles. 

Net  ton-miles  per  loaded  car-mile. 

Gross  ton-miles  per  train-mile. 

Per  cent  of  gross  ton-miles  to  rating  ton-miles. 

Per  cent  of  locomotive-miles  to  train-miles. 
All  of  the  basic  data  from  which  the  foregoing  averages  are  de- 
rived are  shown  on  pages  2  and  3  of  the  monthly  summary. 
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(2)  UTILIZATION  OF  FREIGHT  EQUIPMENT    (FREIGHT  AND  MIXED  TRAINS). 

Average  number  of  locomotives,  (a)  serviceable;  (b)  unservice- 
able; (<?)  total. 

Average  number  of  cars  on  line  daily,  (a)  serviceable;  (h)  un- 
serviceable; (c)  total. 

Per  cent  of  unserviceable  to  total  equipment,  (a)  locomotives; 
(b)  freight  cars. 

Miles  per  locomotive-day,  (a)  serviceable  locomotives;  (b)  total 
locomotives. 

Net  ton-miles  per  loaded  car-mile. 
Per  cent  loaded  to  total  car-miles. 
Car-miles  per  car-day. 
Net  ton-miles  per  car-day. 

(3)  NUMBER  OF  LOCOMOTIVES  AND  DISTRIBUTION  OF  LOCOMOTIVE   HOURS. 

(Divided  to  shoAv  separately  the  data  for  freight,  passenger, 
switch,  other,  and  total.) 

Average  number  of  locomotives  on  line. 

Distribution  of  locomotive-hours,  showing  for  each  class  of  service 
the  hours  and  per  cent  of  total  hours,  {a)  on  road;  {b)  at  terminals; 
((?)  in  engine  houses;  {d)  stored;  and  {e)  total. 

f4)     CONDENSED    INCOME    ACCOUNT. 

A  monthly  statement  has  been  prepared  since  August,  which  shows 
for  each  class  1  road  and  for  each  region  the  principal  items  of  the 
income  account — operating  revenues,  operating  expenses,  net  oper- 
ating revenues,  net  Federal  income,  average  "  standard  return,"  and 
per  cent  of  "  standard  return  "  earned,  both  for  the  month  and  for 
the  cumulative  period  of  the  calendar  year. 

ADDITIONAL    SUMMARIES    TO    BE    ISSUED. 

It  is  the  intention,  beginning  with  the  month  of  November,  to 
issue  monthly  summaries  of  "  passenger-train  performance "  and 
"  locomotive  and  train  costs." 

Effective  with  the  returns  for  the  month  of  December  this  section 
plans  to  begin  the  work  of  compiling  monthly  reports  showing  the 
number  of  cars  of  less-carload  freight,  as  well  as  statistics  which 
show  the  average  carload  for  certain  selected  commodities  moving 
in  carloads.  These  statistics  have  recently  been  compiled  by  the 
Association  of  Transportation  and  Car  Accounting  Officers  for  the 
Car  Service  Section  of  the  Railroad  Administration. 
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GRAPHIC  CHARTS. 

In  addition  to  tlie  monthly  statements  this  section  has  published 
graphic  charts  showing  comparisons  between  districts  and  regions  of 
gains  or  losses  in  the  significant  units  of  train  and  equipment  effi- 
ciency. These  charts  are  confined  to  the  more  important  features 
(Of  operation.  They  are  doing  much  to  arouse  an  interest  in  the 
figures  and  to  increase  the  effort  to  improve  operating  efficiency. 
It  is  the  intention  to  extend  the  use  of  charts  as  the  other  work  of  the 
section  becomes  better  organized. 

GENERAL. 

When  the  Operating  Statistics  Section  was  created  it  was  under- 
stood that  it  should  be  the  clearing  house  for  all  statistics  relating 
to  the  Division  of  Operation,  and  that  its  data  and  compilations 
should  be  available  to  all  other  divisions  or  sections,  to  the  end  thai 
duplication  of  reports  and  overlapping  in  compilation  of  similar 
data  might  be  avoided.  The  plan  is  working  satisfactorily.  The  re- 
ports and  summaries  of  this  section  are  utilized  by  other  sections  of 
the  Division  of  Operation  (such  as  the  Car  Service,  Mechanical.  Fuel 
Conservation,  and  Maintenance  Sections),  and  to  some  extent  by  the 
Division  of  Traffic  and  the  personal  staff  of  the  Director  General. 

While  the  new  operating-statistics  plan  was  designed  primarily  to 
supply  the  central  administration  Avith  necessary  information  apply- 
ing to  each  road,  the  forms  were  drawn  so  as  to  be  equally  valuable 
for  intrarailroad  purposes.  Many  roads  are  substituting  them  for 
forms  heretofore  made  up  by  divisions  and  districts,  and  it  is  hoped 
that  eventually  they  will  be  universally  adopted  as  standard  for 
divisional  statistical  purposes. 

The  railroads  in  all  sections  of  the  country  have  cooperated  cheer- 
fully in  making  the  new  plan  a  success,  and  they  are  displaying  an 
earnest  effort  to  meet  the  requirements  of  the  new  forms.  There  is 
gratifying  evidence  that  the  adoption  of  the  standard  methods  and 
the  more  general  distribution  of  summaries  showing  the  operating 
results  for  all  railroads  are  doing  much  to  increase  the  interest  in 
operating  statistics.  The  success  of  the  new  plan  is  to  be  measured 
by  the  use  which  is  made  locally  of  the  reports  of  the  individual 
roads  and  the  interest  which  is  taken  in  the  summaries.  The  results 
thus  far  are  encouraging. 

TELEGRAPH  SECTION. 

The  Telegraph  Section,  with  Martin  H.  Clapp  as  manager,  was 
created  July  1,  1918,  and  to  this  section  has  been  assigned  the  work 
of  coordinating  the  telegraph  and  telephone  facilities  of  the  rail- 
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roads  under  Federal  control.  A  great  deal  has  been  accomplished 
in  this  direction,  and  the  work  is  steadily  progressing. 

Consideration  is  being  given  to  the  relations  between  the  railroads 
and  the  commercial  telegraph  companies  now  also  under  Federal  con- 
trol, and,  in  conjunction  with  a  committee  appointed  by  the  Postmaster 
General,  the  subject  of  these  relations  is  being  thoroughly  gone  into. 

Instructions  have  been  issued  providing  for  the  use  of  symbols  and 
a  brevity  code  in  composing  telegrams,  and  study  is  being  given  to 
testing  newly  inA'ented  telegraph  and  telephone  devices. 

FUEL  CONSERVATION  SECTION. 

This  section  was  created  May  1,  1918,  with  Mr.  Eugene  McAuliffe 
as  manager,  and  representatives  who  had  had  practical  experience  in 
the  use  of  locomotive  fuel,  as  well  as  in  its  production,  were  assigned 
to  each  region. 

There  has  been  constant  cooperation  with  the  Fuel  Administration, 
and  a  consistent  effort  has  been  made  to  improve  the  quality  of  coal 
purchased  for  locomotive  use,  as  well  as  to  instruct  enginemen  in 
proper  and  economical  firing.  The  cost  of  fuel  to  the  railroads,  now 
aggregating  about  $173,000,000  annually,  exclusive  of  road  haul  on 
users'  rails,  represents  the  largest  single  item  of  operating  expense 
other  than  labor. 

The  response  made  to  the  work  of  this  section  on  the  part  of  both 
officers  and  men  has  been  of  the  most  extraordinary  and  gratifying 
character.  Meetings  have  been  held  throughout  the  country,  which 
were  attended  by  railroad  officials  and  men,  producing  coal  operators 
and  representatives  of  the  Fuel  Administration  lending  their  presence 
and  support. 

The  marked  improvement  in  the  measure  of  supervision  and  super- 
vising methods  established  and  the  specific  attention  given  to  the 
selection  and  inspection  of  coal  at  mines,  as  well  as  the  economical 
use  of  same  on  locomotives  and  in  stationary  plants,  has  resulted 
in  very  material  fuel  savings  on  the  several  railroads,  and  the  re- 
vised methods  of  distribution  which  have  been  worked  out  will  result 
in  economy  in  road  hauls. 

Everv  change  worked  out  under  the  advice  of  the  Fuel  Conserva- 
tion Section  has  received  the  fullest  approval  of  the  regional  direc- 
tors and  the  various  operating  heads,  with  the  result  that  methods 
established  will  be  permanently  maintained. 

While  deprived  of  the  stimulus  of  war  necessity,  work  in  the  Fuel 
Conservation  Section  will  move  along  continuously  broadening  lines, 
the  recent  extraordinary  increase  in  fuel  costs  rapidly  bringing  this 
angle  of  railroad-operating  expense  into  such  marked  prominence  as 
to  warrant  continual  refinement  in  purchasing,  operating,  and  main- 
tenance methods;  the  question  of  determining  the  most  economical 
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grade  of  coal  for  use  on  the  heavier  type  of  locomotives,  the  best 
method  of  obtaining  the  maximum  return  in  fuel  economy  from  use 
of  the  locomotive  superheater,  the  possibilities  of  the  locomotive 
feed-water  heater,  and  the  determination  of  methods  that  will  reduce 
the  stand-by  fuel  losses  of  large  locomotives  present  problems  worthy 
of  the  most  serious  consideration. 

EXPORTS  CONTROL  COMMITTEE. 

Mention  has  been  made  elsewhere  in  this  report  of  the  lack  of  co- 
ordination between  the  rail  lines  and  the  vessels  handling  overseas 
traffic.  The  control  of  all  shipping,  both  for  the  United  States  and 
for  the  allied  Governments  reaching  American  ports,  had  been  given 
to  the  Shipping  Control  Committee,  of  which  Mr.  P.  A.  S.  Franklin 
is  chairman. 

On  June  11,  1918,  by  agreement  between  the  Secretary  of  War,  the 
Secretary  of  the  Navy,  and  yourself  as  Director  General  of  Rail- 
roads, the  Exports  Control  Committee  was  organized,  with  Mr. 
George  D.  Ogden,  representing  the  Railroad  Administration,  as 
chairman;  Maj.  Gen.  George  W.  Goethals,  United  States  Army,  rep- 
resenting the  War  Department ;  Rear  Admiral  C.  J.  Peoples,  repre- 
senting the  Navy  Department;  Mr.  P.  A.  S.  Franklin,  representing 
the  Shipping  Control  Committee;  and  Mr.  D.  W.  Cooke,  represent- 
ing the  allies. 

The  duties  and  responsibilities  of  the  Exports  Control  Committee 
were,  by  order,  defined  as  follows : 

1.  To  inform  itself — 

{a)  As  to  the  probable  amount  of  freight  which  must  be  exported 
for  the  prosecution  of  the  war. 

(h)  How  this  war  freight  can  best  be  routed  through  the  various 
ports. 

(c)  How  much  of  other  essential  export  traffic  has  to  be  handled. 

(d)  The  amount  of  local  traffic  necessary  for  each  port. 

2.  The  committee  will  have  authority  to  select  the  port  to  which 
specified  freight  will  be  transported  for  transshipment  overseas  for 
the  use  of  the  War  and  Navy  Departments,  the  allied  Governments, 
and  others. 

3.  It  shall  be  the  responsibility  of  the  committee  to  decide  the 
distribution  of  the  combined  amount  of  all  exports  as  between  the 
various  ports,  so  as  to  facilitate  its  handling  at  and  avoid  congestion 
in  any  one  port. 

It  will  be  seen  that  there  was  represented  in  this  committee  both 
the  rail  and  the  ocean  steamship  lines  and  the  control  of  all  ship- 
ments of  every  character  for  overseas  for  the  allies  and  for  the 
United  States. 
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The  "work  of  this  committee  has  been  intelligently  and  sympa- 
theticallj^  directed,  and  there  has  been  as  a  result  of  its  activities  a 
most  satisfactory  coordination  between  the  rail  and  ocean  lines. 
Freight  for  overseas  from  the  interior  has  been  allowed  to  come 
forward  only  on  permits,  and  these  permits  were  issued  where  there 
was  a  practical  certainty,  barring  onl}'  the  exigencies  of  the  war, 
that  ships  would  be  promptly  available. 

IN  GENERAL. 

It  is  not  unnatural  that  with  so  fundamental  a  change,  and  with 
the  large  number  of  officers  and  men  involved,  there  should  have  been 
some  uneasiness  and  uncertainties  arise,  and  we  have  not  been  with- 
out in  the  earlier  period  of  Federal  control  some  evidences  of  de- 
moralization in  service  as  a  result  of  these  conditions,  but  the  fact 
that  there  were  so  few  is  a  most  gratifying  evidence  of  the  partriotism. 
and  discipline  of  the  officers  and  men  in  railroad  service. 

The  Railroad  Administration  was  organized  in  a  period  of  un- 
precedented business,  aggravated  by  weather  conditions,  which  as  to 
severity  and  duration  have  never  been  equaled. 

The  needs  of  a  government  at  war  involving  the  greatest  variety 
of  activities,  many  of  them  in  localities  heretofore  relatively  unim- 
portant and  with  an  insufficiency  of  facilities,  had  to  be  satisfied. 

Fuel  for  industries  and  homes,  as  well  as  food  for  the  domestic 
population  and  our  Army  abroad  and  for  the  allies,  had  to  be  pro- 
vided concurrently  with  an  unprecedented  commercial  and  industrial 
activity. 

The  fact  that  this  was  done  and  that  the  railroads,  emerging  from 
the  stress  of  weather  conditions  in  March,  were  functioning  normally 
by  May  1,  and  have  continued  to  do  so,  speaks  for  itself. 


TRAFFIC. 


The  Division  of  Traffic  was  established  on  February  9,  1918, 
with  Mr.  Edward  Chambers,  one  of  the  best  known  railroad  traffic 
experts  of  the  country,  as  director. 

As  was  both  natural  and  proper,  the  first  efforts  following  the 
organization  of  the  Division  of  Traffic  were  directed  toward  effect- 
ing economies  in,  and  increasing  the  efficiency  of,  those  features  of 
the  transportation  system  lying  under  the  jurisdiction  of  this  divi- 
sion as  Avere  most  clearly  susceptible  of  immediate  improvement 
under  Federal  control.  The  following  is  a  brief  review  of  the  re- 
sults accomplished  in  this  particular  direction: 

The    Abandonment    of    Competition,    Consolidation    of    Ticket 
Offices,  and  Resultant  Economy. 

Since  comi^etition  for  freight  and  passenger  traffic  between  the 
various  divisions  of  the  Government  railroad  system  ceased  with 
the  assumption  of  Federal  control,  the  solicitation  of  traffic  and 
special  exploitation  of  passenger  routes  were  discontinued.  In 
pursuance  of  this  policy  the  efforts  of  the  soliciting  forces  of  the 
various  railroads  were  directed  in  other  channels. 

In  place  of  the  separate" ticket  offices  formerly  maintained,  con- 
solidated offices  have  now  been  opened  in  practically  all  of  the 
larger  cities  at  which  the  travpling  public  can  not  only  secure  rail 
and  sleeping  or  parlor  car  transportation,  via  any  route,  but  have 
their  baggage  checked  as  well.  General  freight  information  is  also 
either  furnished  at  the  information  bureaus  or  the  inquirer  directed 
to  the  proper  department.  In  New  York  City  several  consolidated 
offices  in  widely  separated  districts  have  been  established  for  the 
greater  convenience  of  the  public.  Ninety-eight  consolidated  ticket 
offices  have  been  opened.  But  3  more,  which  will  complete  this  pro- 
gram, remain,  and  these  will  be  opened  in  the  near  future.  These 
101  consolidated  offices  are  in  lieu  of  and  more  adequately  serve 
the  public  than  the  total  of  56-1  passenger  offices  which  were  in 
existence  prior  to  Federal  control. 

The  effect  of  these  consolidated  offices  has  been  a  much  better 
distribution  of  the  traffic.  Passengers  finding  that  sleeping  or 
parlor  car  space  is  not  available  via  one  route  are  able  to  select 
186 
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another  without  the  inconvenience  of  leaving  the  building.  Re- 
gardless of  what  disposition  may  be  finally  made  of  the  railroads 
now  under  Federal  control,  these  consolidated  offices  should  unques- 
tionably remain  in  existence  to  the  lasting  advantage  and  con- 
venience of  the  traveling  public. 

In  addition  to  the  very  considerable  saving  effected  by  the  con- 
solidation of  both  the  "on"  and  "off-line"  ticket  offices  and  the 
closing  of  the  "off-line"  freight  offices,  further  economies  have  re- 
sulted through  the  removal  of  "on-line"  commercial  freight  offices 
from  private  to  railroad  property.  My  report  to  the  President,  cov- 
ering the  seven  months'  period  ended  July  31,  1918,  showed  a  total 
saving  as  a  result  of  this  policy  of  $16,566,633.  To  this  amount  a 
substantial  sum  has  since  been  added,  the  detailed  figures  of  which 
will  be  given  in  the  regional  directors'  reports. 

UNNECESSARY  PASSENGER  TRAINS  ELIMINATED. 

For  the  purpose  of  conserving  transportation  energy  and  that 
every  available  passenger  coach,  sleeping  car.  and  locomotive  might 
be  released  for  use  in  the  movement  of  troops,  and  that  track  and  ter- 
minal facilities  might  be  cleared  of  unnecessary  passenger  trains  so 
that  essential  food,  fuel,  war  supplies,  and  freight  of  all  kinds  might 
be  moved  expeditiously  and  economically,  it  was  decided  to  eliminate 
those  passenger  trains  that  gave  a  duplicate  service  and  were  run 
mainly  for  competitive  reasons,  and,  after  careful  study,  to  eliminate 
a  number  of  other  trains  where  it  could  be  done  without  too  great 
inconvenience  to  the  traveling  public.  That  the  comfort  and  conven- 
ience of  the  traveling  public  might  be  discommoded  as  little  as  pos- 
sible, the  policy  of  staggering  trains  between  commercial  centers  was 
adopted  so  that  the  traveler  might  be  free  to  use  the  train  leaving  at 
the  most  convenient  hour. 

As  an  indication  of  the  saving  effected,  and  unnecessary  passenger 
train  miles  eliminated  under  this  plan.  I  might  mention  that  during 
the  first  seven  months  of  Federal  control  an  aggregate  of  21,000.000 
miles  a  year  were  done  away  with  in  the  territory  west  of  Chicago 
and  the  Mississippi  River,  while  in  the  eastern  district  26,420,000 
miles  were  eliminated.  Without  this  saving  in  motive  power  and 
equipment,  the  millions  of  troops  transported  from  one  section  of  the 
countiy  to  another,  often  for  long  distances,  could  not  have  been 
handled  with  such  signal  success. 

Considerable  progress  is  still  being  made  in  reducing  passenger 
train  mileage,  though  the  closing  of  the  war  and  gradual  return  to 
normal  conditions  is  resulting  in  the  restoration  of  some  trains  that 
were  discontinued.  The  net  results  accomplished  will  be  included  in 
the  reports  of  the  regional  directors. 
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CONSOLIDATION  OF  TERMINALS. 

Other  reforms  that  were  and  are  still  being  worked  out  in  the 
passenger  service  include  the  common  use  of  the  same  terminals  by 
railroads  formerly  in  competition  and  using  separate  terminals. 
The  most  conspicuous  example  of  the  latter  innovation  is  the  use  of 
the  Pennsylvania  Terminal  in  New  York  for  through  trains  via  the 
Baltimore  &  Ohio  between  Washington  and  New  York. 

The  same  principle  has  been  applied  as  rapidly  as  possible  in  the 
consolidation  of  freight  terminals.  The  saving  of  switching  costs 
that  has  resulted,  and  the  greater  rapidity  with  which  cars  have  been 
handled  and  loaded  and  unloaded,  is  already  apparent.  The  neck 
of  the  transportation  bottle  is  the  freight  terminal,  and  if  the  prompt- 
ness with  which  cars  can  be  handled  there  is  increased,  the  conges- 
tion, which  has  in  the  past  so  greatly  reduced  the  carrying  capacity 
of  our  entire  railroad  system,  will  be  greatly  relieved. 

In  the  changes  made,  or  still  under  contemplation,  the  prime  pur- 
pose has  been  the  convenience  and  service  to  the  public.  The  neces- 
sary readjustments  may  have  caused  some  temporary  dislocation,  but 
the  ultimate  results  will  be  increased  efficiency  and  capacity. 

ABRIDGMENT  OF  TIME-TABLES   AND  CURTAILMENT  OF   ADVERTISING. 

In  the  interest  of  economy  railroad  time-tables  have  been  simpli- 
fied and  abridged,  extraneous  and  unnecessary  matter  has  been  elimi- 
nated, and  the  waste  which  previously  existed  in  the  distribution  of 
time-tables  entirely  stopped.  That  all  unnecessary  passenger  travel 
might  be  restricted  during  the  progress  of  the  war  both  general  and 
special  advertising  were,  to  a  very  large  extent,  discontinued.  The 
annual  estimated  saving  from  these  two  sources  is  fixed  at  $7,000,000. 
During  the  coming  year,  because  of  the  changed  conditions  and  the 
possible  necessity  of  creating  passenger  travel,  general  and  particu- 
larly special  advertising  will  to  a  large  extent  be  resumed. 

DEMURRAGE   RULES,    REGULATIONS,   AND    CHARGES. 

In  order  to  effect  the  prompt  release  of  equipment  and  discourage 
the  improper  practice  of  using  the  cars  of  the  carriers  as  storage 
warehouses,  the  national  code  of  demurrage  rules  and  regulations 
was  modified  and  the  charges  increased,  following  the  expiration  of 
the  free  time  allowed,  which  itself  has  not  been  changed,  to  $3  per 
car  for  each  of  the  first  four  days,  $6  for  each  of  the  next  three  days, 
and  $10  for  each  succeeding  day.  It  was  neither  expected  nor  de- 
sired that  any  increased  revenue  should  accrue  to  the  railroads  by  this 
means.  What  was  wanted  and  what  resulted  was  a  considerable  in- 
crease in  the  supply  of  equipment,  thereby  made  available  for  other 
uses. 
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SHORTENING  FREIGHT  ROUTES. 

FolloAYing  the  instnictions  contained  in  General  Order  No.  1  as  to 
the  routing  of  freight,  extensive  studies  were  immediately  made  with 
the  purpose  of  developing  new  routes  which  should  be  not  only 
shorter  but  also  more  efficient  and  economical  than  those  previously 
in  use.  Material  progress  has  been  made  in  this  direction,  especially 
in  the  West,  where  the  opportunities  because  of  the  longer  average 
hauls  are  much  greater  than  in  the  East.  Not  only  have  the  carriers 
profited  through  the  saving  in  car,  train,  and  engine  miles,  but  the 
shipping  public  has  benefited  because  of  the  fact  that  the  speedier 
handling  via  shorter  routes  has  made  more  empty  cars  available  than 
u'ould  otherwise  have  been  the  case. 

COORDINATION   WITH   OTHER   GOVERNMENTAL  DEPARTMENTS. 

With  the  object  of  coordinating  the  railroad  service  more  com- 
pletely and  harmoniously  with  the  other  war  agencies  of  the  Govern- 
ment, representatives  of  the  Division  of  Traffic,  each  bearing  the 
title  of  Manager  Inland  Traffic,  were  appointed  to  cooperate  with 
and  direct  the  traffic  of  the  Food  Administration,  the  Fuel  Adminis- 
tration, Oil  Division  of  Fuel  Administration,  the  War  and  Navy  De- 
partments, the  War  Industries  Board,  and  the  United  States  Ship- 
ping Board.  As  a  result  of  their  work,  the  prompt  and,  wherever 
necessary,  preferred  movement  of  war  supplies  for  the  United  States 
and  its  allies  was  made  possible.  Their  complete  and  practical  knowl- 
edge of  the  transportation  systems  of  the  country  enabled  (hem  to 
direct  shipments  via  the  most  efficient  routes,  thus  speedily  relieving 
the  congestion  that  had  previously  existed,  while  at  the  same  time, 
through  a  proper  distribution  of  the  traffic,  they  were  able  to  ar- 
range for  its  movement  in  solid  and  maximum  trainloads,  thereby 
insuring  a  uniform  and  constant  flow. 

To  the  end  that  equipment  might  be  conserved  as  much  as  possi- 
ble, the  managers  of  inland  traffic,  cordially  assisted  and  supported 
by  the  heads  and  section  chiefs  of  the  various  activities  to  Avhich  they 
were  assigned,  together  with  the  patriotic  and  practically  unanimous 
cooperation  of  the  shipping  public,  were  able  to  increase  the  carload 
minimum  on  most  of  the  commodities  transported  and,  in  many  in- 
stances, bring  about  their  double  loading  as  well. 

It  would  be  difficult  to  say  too  much  in  praise  of  the  services  of 
each  and  every  one  of  these  gentlemen,  and  now  that  their  work  will, 
within  a  comparatively  short  time,  be  finished,  I  can  not  refrain 
from  expressing  herein  my  recognition  of  the  very  efficient  manner 
in  which  each  of  them  accomplished  his  difficult  and  delicate  task. 
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OTHER    ACTIVITIES. 

The  preceding  sections  have  dealt  with  those  portions  of  our  labor 
and  its  results,  the  necessity  for  which  was  obvious  if  the  war  was  to- 
be  prosecuted  to  a  successful  and  satisfactory  conclusion,  or  the  rail- 
roads of  the  country  Avere  to  be  coordinated  and  economically  oper- 
ated as  one  complete  whole. 

The  following  paragraphs  deal  with  other  activities  of  the  freight 
and  passenger  departments  of  the  division : 

TRAINING  OF  TICKET  CLERKS. 

As  a  result  of  the  draft  law  as  well  as  the  higher  wage  paid  in 
some  branches  of  industry,  the  number  of  trained  men  familiar  with 
schedules,  routes,  fares,  etc.,  and  competent  to  act  as  ticket  sellers 
was  greatly  reduced.  To  relieve  this  situation  and  the  resultant 
congestion  and  delay  at  the  ticket  offices  and  larger  railroad  stations^ 
several  schools  for  the  instruction  of  men  and  women  as  ticket  clerks 
were  established  in  different  sections  of  the  country.  The  plan 
proved  successful  and  took  care  of  the  emergency  war  conditions. 
Many  women  ticket  sellers,  at  the  same  salaries  paid  men  filling  simi- 
lar positions,  are  now  in  the  service  and  are  proving  satisfactory  and 
efficient. 

.     REDUCED   FARES  FOR   SOLDIERS  AND   SAILORS. 

Rates  of  approximately  1  cent  per  mile  for  soldiers  and  sailors  on 
furlough  and  of  2  cents  per  mile  for  soldiers  and  sailors  discharged 
from  the  service,  the  latter  to  cover  their  movement  from  point  of 
demobilization  to  the  points  to  which  they  are  allowed  travel  ex- 
penses by  the  Government  have  been  made  effective. 

During  the  period  of  the  war  a  low  uniform  fare  was  also  estab- 
lished for  workmen  at  all  war  industry  plants  to  which  special  train 
service  was  operated. 

DINING-CAR  SERVICE. 

Because  of  the  necessity  for  the  further  conservation  of  food  and 
in  order  that  the  dining-car  equipment  of  the  carriers  might  be 
utilized  to  its  maximum  efficiency,  the  plan  was  adopted  upon 
October  1,  1918,  of  serving  table  d'hote  luncheons  and  dinners  at  a 
uniform  price  of  $1,  except  upon  a  few  limited  trains  where  $1.25 
is  charged  for  dinner. 

The  saving  effected  in  the  way  of  food  and  the  increased  number 
of  meals  served  justified  the  practice.  As  a  permanent  plan,  how- 
ever, the  table  d'hote  system  has  not  yet  passed  the  experimental 
stage  and  some  modification  may  be  found  desirable. 
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IMPROVED  rASSENGER-TRAIN   SERVICE. 

The  removal  of  competition  between  the  individual  carriers  by 
reason  of  Federal  control  and  unified  operation  has  made  possible 
the  rearrangement  of  train  schedules  so  as  to  permit  of  many  ad- 
ditional connections  at  junction  points,  thereby  making  for  greater 
jDublic  convenience.  Considerable  progress  is  still  being  made  in 
this  direction.  The  maintenance  of  passenger  schedules  thus  giving 
"  on-time  "  service  has  been  greatly  improved,  and  unnecessary  dupli- 
cate and  lightly  patronized  sleeping  cars  are  still  being  eliminated. 

FARES,    TARIFFS,    AND    TICKETS. 

Considerable  progress  has  been  made  in  the  issuance  of  permanent 
tariffs  carrying  the  advanced  fares,  in  connection  with  which  cir- 
cuitous routes  are  being  eliminated,  and  tariffs,  rules,  and  regulations 
standardized.     The  work  is  rapidly  approaching  completion. 

A  standard  basis  of  approximately  30  cents  per  mile  has  been 
adopted  for  the  mov-^mont  of  special  cars,  such  as  mine  rescue,  hos- 
pital, public  health,  and  fish  distributing  cars,  which  are  operated  by 
the  Federal  Government,  the  States,  and  the  Red  Cross. 

A  basis  of  standard  ticket  forms  for  use  on  all  Federal  controlled 
roads  has  been  completely  worked  out  and  mileage  scrip  books,  good 
on  all  carriers  under  Government  operation,  are  in  effect. 

BAGGAGE. 

Standard  baggage  rules  for  the  entire  country  have  been  adopted 
and  put  into  operation. 

GENERAL  ORDER   NO.    28. 

In  order  to  provide  for  the  increase  in  wages  allowed,  the  higher 
prices  that  were  and  are  being  paid  for  all  materials  and  supplies, 
and  the  rising  costs  of  operation  generally.  General  Order  No.  28 
was  issued,  effective  June  25,  1918,  as  to  freight  rates,  and  June  10, 
1918,  as  to  passenger  fares  and  baggage  charges,  by  means  of  which 
an  average  advance  of  25  per  cent  was  made  in  freight  rates  through- 
out the  country,  and  passenger  rates  were  raised  to  a  minimum  of 
3  cents  per  mile  where  they  were  previously  lower.  Commutation 
fares  were  also  advanced  10  per  cent. 

It  was  also  ordered  that  two  adult  tickets  for  a  drawing  room  in 
a  sleeping  car,  two  adult  tickets  for  a  compartment,  one  and  one- 
half  adult  tickets  for  a  section,  and  five  adult  tickets  for  exclusive 
occupancy  of  a  drawing  room  in  a  parlor  car  shall  hereafter  be 
required  to  the  end  that  the  carriers  might  be  at  least  partially  com- 
pensated for  the  occupancy  of  space  beyond  the  normal  requirements 
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and  the  general  traveling  public  might  not  be  excluded  from  the 
use  of  Pullman  space  unnecessarily  preempted. 

In  addition  to  the  foregoing,  the  order  carried  a  provision  for  a 
further  charge  for  one-half  cent  per  mile  for  transportation  in  stand- 
ard sleeping  cars  and  parlor  cars  and  one-quarter  cent  per  mile  for 
passengers  traveling  in  tourist  sleeping  cars.  This  increase  in  fare, 
which  was  in  addition  to  the  charge  made  for  the  occupancy  of 
berths  in  sleeping  cars  or  seats  in  parlor  cars,  has  since  been  can- 
celed, the  war  necessity  which  created  it  having  ceased  to  exist. 

These  advances  in  freight  and  passenger  rates,  made  only  after 
a  thorough  investigation  of  the  then  existing  conditions  as  well  as 
a  careful  estimate  of  the  probable  results,  were  designed,  as  has 
been  said,  to  increase  the  net  operating  revenues  of  the  railroads  b}' 
an  amount  about  equal  to  the  greater  cost  of  operation,  thereby 
leaving  sufficient  net  operating  income  to  insure  the  standard  rate 
of  return  as  fixed  by  law,  without  drawing  upon  the  Government's 
other  sources  of  revenue. 

Some  criticism  has  been  made  of  the  manner  in  which  this  order 
was  issued,  as  well  as  its  method  of  application.  These  I  believe  to 
be  the  result  of  a  lack  of  knowledge  of  the  complications  surround- 
ing the  situation  and  its  necessities.  It  was  only  after  the  Federal 
control  act  had  been  passed  by  the  Congress  and  approved  by  the 
President,  March  21,  1918,  that  any  steps  could  be  taken  to  meet 
these  constantly  rising  costs.  To  anyone  familiar  with  the  rate  fabric 
of  the  country  and  its  application  by  means  of  literally  hundreds  of 
thousands  of  tariffs  containing  millions  of  items,  it  was  manifestly 
a  physical  impossibility  to  secure  the  advances  by  the  substitution 
of  new  tariffs  with  corrected  items  in  any  period  of  less  than  several 
years.  Our  efforts,  therefore,  after  conference  with  and  by  the  gener- 
ous aid  of  the  Interstate  Commerce  Commission  were  directed  toward 
some  plan  which  would  not  only  increase  all  of  the  rates  within  the 
shortest  possible  time,  but  also  spread  that  increase  as  equitably  and 
fairly  as  possible  over  the  entire  country.  General  Order  No.  28 
was  the  result,  and  experience  has  shown  that  it  accomplished  the  end 
that  had  to  be  attained  with  the  least  possible  disturbance  of  busi- 
ness conditions. 

Sufficient  time  has  not  yet  elapsed  to  judge  of  the  final  effect  of 
these  increases  as  related  to  the  net  operating  income  but  it  is  hoped 
that  with  the  return  to  more  nearly  normal  conditions  reductions 
may  gradually  be  made. 

ORGANIZATION    OF    FREIGHT    TRAFFIC    COMMITTEES. 

In  order  to  bring  about  greater  efficiency  as  well  as  expedition  in 
the  method  of  handling  changes  of  rates,  rules,  and  regulations  affect- 
ing the  transportation  of  shipments  by  freight,  three  general  freight 
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traffic  committees  have  been  appointed  with  headquarters  at  New 
York  City,  Atlanta,  and  Chicago,  having  jurisdiction,  respectively, 
over  the  territories  embraced  within  the  official,  southern,  and  west- 
ern classifications. 

Serving  under  these  general  committees  are  district  freight  traffic 
committees,  to  which  either  the  carriers  or  shippers  may  propose 
changes  and  by  which  recommendations  are  made  to  the  proper  gen- 
eral committee.  These  committees  are  conveniently  located  at  Bos- 
ton. New  York,  Philadelphia,  Buffalo,  Pittsburgh,  Detroit,  Cincin- 
nati, Chicago-Eastern,  St.  Louis-Eastern,  Eichmond,  Louisville, 
Atlanta,  Birmingham,  Jacksonville,  New  Orleans-Southern,  Chicago- 
Western,  St.  Louis- Western,  New  Orleans- Western,  St.  Paul,  Kan- 
sas City,  Dallas.  Denver,  Portland,  and  San  Francisco.  Situated  as 
they  are  at  the  larger  trade  centers  in  the  various  sections  of  the 
country,  they  permit  of  easy  access  either  by  mail  or  in  person  of  any 
individual,  corporation,  or  carrier  desirous  of  placing  a  subject  before 
them. 

That  the  interests  of  the  shipping  public  might  be  properly  pro- 
tected and  served,  the  Division  of  Traffic  cooperating  with  that  of 
Public  Service  and  Accounting,  has  instituted  the  innovation  of  hav- 
ing upon  each  of  these  various  committees  one  or  two  members  who 
have  been  selected  with  the  approval  of  the  Director  of  Public  Serv- 
ice by  the  general  business  interests  of  the  section  over  which  their 
particular  committee  has  jurisdiction.  These  shippers'  members  en- 
gage actively  in  the  deliberations  of  their  respective  committees  and 
have  voice  and  authority  equal  to  that  of  the  individual  railroad 
members  in  the  reports  and  recommendations  made.  Among  those 
who  are  familiar  with  the  work  done,  the  results  accomplished  are 
regarded  as  very  satisfactory. 

SAILING   DAYS. 

This  plan,  the  title  of  which  for  land  transportation  is  somewhat 
of  a  misnomer,  has  for  its  purpose:  First,  the  allocation  of  all  less 
than  carload  traffic  destined  to  certain  designated  common  points  to 
those  lines  which  form  the  shortest  routes  and  atford  the  most  effi- 
cient service;  and  second,  the  movement  from  distributive  centers  to 
the  smaller,  or  noncompetitive  points,  upon  all  lines  under  Govern- 
ment control,  upon  specified  and  convenient  days  of  the  week.  Its 
adoption,  through  the  elimination  of  some,  and  heavier  loading  of 
others,  has  already  resulted  in  the  saving  of  thousands  of  cars  which 
have  been  made  available  for  other  use,  besides  furnishing  the 
shipper  and  receiver  of  less  than  carload  traffic  better  service,  througli 
the  avoidance  of  transfers  with  the  consequent  extra  handling  and 
117900— 19— VOL  1 13 
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danger  of  loss  and  damage,  than  has  heretofore  been  their  lot. 
Specific  figures  showing  the  total  number  of  cars  saved  will  be  sup- 
plied in  the  reports  of  the  regional  directors. 

COMPRESSION  or  AND  EXPORT  BILLS  OF  LADING  ON  COTTON. 

For  some  time  past  considerable  uneasiness  has  existed  in  the  cot- 
ton-producing sections  of  the  country  over  the  question  of  an  in- 
creased allowance  for  the  compression  of  cotton  in  transit.  The  com- 
presses have  contended  they  could  not,  under  existing  conditions, 
perform  the  service  for  the  carriers,  in  such  instances  as  the  latter 
assumed  the  expense,  without  some  increase  in  the  amount  allowed 
for  compression  out  of  the  through  rate.  This  difficulty,  with  the 
assistance  of  the  War  Industries  Board,  has  been  adjusted  by  increas- 
ing the  former  allowance  from  50  to  100  per  cent,  at  the  same  time 
increasing  the  minimum  loading  to  75  bales  per  car,  with  a  conse- 
quent saving  in  equipment. 

The  issue  of  through  export  bills  of  lading  via  all  ports  has  been 
resumed  to  the  great  advantage  as  well  as  relief  of  cotton  and  all 
other  shippers. 

STANDARD   CONTAINERS. 

After  many  conferences  and  by  mutual  agreement  with  the  in- 
terested shippers  a  circular  has  been  issued  as  a  supplement  to  the 
southern  classification,  which  contains  specifications  of  standard  con- 
tainers for  fresh  fruits  and  vegetables  and  loading  rules  governing 
the  same. 

The  provisions  of  the  circular,  which  are  entirely  satisfactory  to 
the  trade,  will  have  the  efl'ect  of  greatly  reducing  the  loss  and  dam- 
age heretofore  experienced  in  the  handling  of  these  commodities,  a 
result  not  only  of  advantage  to  the  carriers  but  also  to  the  consuming 
public.  A  standard  package  for  boots  and  shoes  has  also  been  deter- 
mined upon  by  mutual  agreement  with  the  shippers  and  consider- 
able progress  is  being  made  toward  similar  practice  in  other  lines 
of  business. 

RELATIONS     WITH     SHORT    LINES. 

The  adjustment  of  divisions  with  the  so-called  "Short  Lines," 
including  the  settlement  of  many  intricate  questions  in  connection 
therewith,  with  a  view  to  the  fair  and  equitable  treatment  of  such 
lines,  whether  relinquished  from  Federal  control  or  continued  under 
Federal  control  by  special  agreement,  is  proceeding  rapidly. 

CONSOLIDATED   FREIGHT    CLASSIFICATION. 

At  the  present  time  there  are  in  general  use^  some  three  different 
freight  classifications  applying  to  interstate  traffic,  while  many  States 
have  their  own  particular  classifications  applying  to  intrastate  traffic. 
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These  various  classifications  contain  some  fifteen  thousand  items. 
The  carload  minima  vary  and  they  differ  in  other  essential  details. 
It  often  happens  that  a  shipment  mo\ino;  through  two  or  more  classi- 
fication territories  is  snbjected  to  different  rules  in  the  course  of  its 
journey  and  it  is  necessary  for  a  shipper  forwarding  goods  from  an 
eastern  point  to  a  point  west  of  the  Mississippi  River  to  be  familiar 
not  only  with  the  rules  and  classifications  applying  east  of  the  river, 
but  those  applying  west  of  the  river  as  well.  Great  confusion  in  rat- 
ings and  classifications  and  many  overcharges  and  claims  have  been 
the  result.  To  simplify  this  situation  a  consolidated  classification 
was  prepared  upon  which  hearings  throughout  all  sections  of  the 
country  as  well  as  at  Washington  have  now  been  completed  by  the 
Interstate  Commerce  Commission. 

The  formal  recommendation  of  the  latter  bod;/  has  not  been  re- 
ceived, but  it  is  our  hope  to  place  this  consolidated  classification  in 
effect  within  a  very  short  time,  to  the  end  that  the  many  present 
existing  discriminations  may  be  removed  and  a  further  step  taken 
toward  that  uniformity  which  is  so  much  to  be  desired. 

MODIFICATIONS    IN    CHARGES    AND    TRACTICES. 

Many  modifications  in  former  charges  and  practices  have  been 
made  b}^  our  freight  rate  department  by  means  of  which  additional 
advantages  and  increased  opportunities  have  accrued  to  the  general 
public.  The  vigorous  and  successful  prosecution  of  the  war  has  also 
been  furthered  by  means  of  these  same  modifications,  among  which 
may  be  mentioned  the  following: 

The  arrangement,  with  the  assistance  of  the  Department  of  Agri- 
culture, for  a  reduction,  upon  proper  certification,  in  the  freight 
charges  on  cattle  feed  moving  into  the  drouth-stricken  districts  of 
the  Northwest  and  Southwest  and  the  encouragement  by  means  of 
the  establishment  of  emergency  through  rates,  of  the  shipment  of 
stock  cattle  from  the  latter  section  to  the  grass  and  range  lands  of 
the  East  and  Southeastern  sections. 

The  establishment  at  the  request  of  the  Food  Administration  of  a 
storage-in-transit  privilege  on  dressed  meats,  thereby  enabling  the 
packers  lacking  sufficient  cold-storage  facilities  at  their  plants  to 
keep  their  products  moving  without  congestion  or  d^lay  toward  the 
Atlantic  seaboard  for  overseas  movement ;  also  of  wheat  flour  rates 
in  western  territory  upon  various  wheat  flour  substitutes  to  the  end 
that  the  smaller  dealers  might  carry  a  complete  supply,  therebj'  in- 
creasing the  domestic  consumption  of  such  substitutes  and  releasing 
increased  amounts  of  wheat  and  flour  to  our  allies  and  our  own 
Army  overseas.  « 

The  reduction  in  manganese  ore  rates  from  western  mines  to 
eastern  furnaces  to  replace  Brazilian  ores  impossible  of  procurement 
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1)ccaiise  of  the  shortage  of  bottoms,  thereby  Gnablinc;  the  furnaces  to 
continue  the  production  of  ferromanoancse  so  necessary  in  the  manu- 
facture of  hifrh-grarle  steel  and  munitions  of  war. 

The  establisliment  of  throuo;h  rates  on  coal  between  points  and  in 
territories  where  they  were  not  heretofore  effective  to  the  end  that 
the  Fuel  Administration  micht  the  more  readily  carry  out  its  plan 
for  tlie  economical  and  efficient  distribution  of  this  very  essential 
commodity. 

The  installation  of  Iog;  rates  in  the  spruce  sections  of  the  North- 
west, that  the  production  of  aeroplanes  minht  be  facilitated  as  well 
as  hastened.  Eates  were  also  established  upon  castor  beans,  to  the 
end  that  the  production  of  castor  oil,  a  very  necessary  commodity  in 
the  operation  of  the  aeroplanes,  might  be  increased. 

The  foregoing;  are,  of  course,  but  a  few  of  the  many  new  rates  which 
have  been  established  or  modifications  which  have  been  made  in  exist- 
ing rates.  Many  readjustments  have  also  been  made,  the  most  note- 
worthy of  Avhich  has  been  the  establishment  of  a  uniform  scale  of 
class  rates  for  application  within  Oklahoma,  by  means  of  which  the 
rates  in  that  State  were  placed  more  nearly  upon  a  parity  with  those 
existing  in  the  State  adjoining.  This  scale  has  proven  entirely  satis- 
factory to  the  Oklahoma  State  Railroad  Commission,  as  well  as  the 
shipping  public. 

CONSOLIbATlON    AXD    SIMPLIFICATION    OF   TARIFFS. 

A  plan  is  well  ur.dor  way  for  the  simplification  and  consolidation 
of  freight  tariffs  which  it  is  believed  will  not  only  save  approximately 
$2,000,000  per  annum  in  the  tariff  printing  bill  of  the  railroads  but 
put  the  tariffs  in  a  great  deal  better  shape  for  use  by  the  shipping 
public  and  railroad  employees. 

Under  past  practices  there  have  been  some  so-called  bureau  tariffs 
containing  the  rates  of  all  roads  in  a  certain  section,  but  to  a  large  ex- 
tent each  railroad  has  continued  to  publish  sei)arately  the  rates  be- 
tween points  on  its  lines  or  with  its  connections.  This  means  that 
where  two  or  more  lines  serve  the  same  points  the  publication  of  the 
rates  is  duplicated  sometimes  as  many  as  20  times.  This  has  not  only 
been  very  expensive,  but  has  also  frequently  resulted  in  rates  or  reg- 
ulations applying  via  one  carrier  different  from  those  via  another 
between  the  same  points  and  in  changes  in  rates  being  made  effective 
on  different  dates  via  different  routes. 

These  separate  tariffs  contain  many  ndes,  practices,  etc.,  which 
vary  slightly  on  different  roads  or. in  different  sections  without  good 
reason,  all  of  which  has  made  the  freight  tariff's  very  confusing  and 
difficult  of  propel^  application. 

New  tariff  publishing  bureaus  have  already  been  established  at 
several  important  points,  and  freight  tariff  revision  committees  have 
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t)een  appointed  in  eastern,  southern,  and  western  territories  to  carry 
on  the  work  of  consolidating  and  simplifying  the  tariffs. 

AGRICULTURAL   SECTION. 

The  Agricultural  Section  of  the  Division  of  Traffic,  with  Mr, 
J.  L.  Edwards  as  manager,  Avas  established  for  the  twofold  purpose 
of  more  closely  coordinating  the  agricultural  development  work  of 
the  railroads  under  Federal  control  with  the  allied  departments  of  the 
(jrovernment  and  of  prosecuting  this  Avork  with  increased  vigor.  !<  or 
the  accomplishment  of  the  former  a  policy  of  close  and  complete  co- 
operation with  the  Department  of  Agriculture  and  the  Food  Ad- 
ministration was  early  adopted  and  has  since  been  followed,  while 
the  latter  purpose  was  made  effective  by  directing  the  chief  efforts  of 
the  agricultural  agents  of  the  carriers  toward  aiding  in  the  most 
practical  and  energetic  manner  possible  the  campaigns  undertaken 
everywhere  for  increased  food  production. 

For  carrying  on  the  work  of  the  Agricultural  Section,  the  48 
States  have  been  divided  between  two  general  committees  with  spe- 
cial subconmiittees  to  the  end  that  the  agricultural  departments  of 
the  railroads  in  each  State  and  in  the  country  at  large  may  cooper- 
ate with  each  other  and  with  the  appropriate  Federal,  State,  and 
county  authorities,  including  also  civic  bodies,  manufacturers-  of 
farm  implements  and  fertilizers,  local  bankers  and  business  men, 
that  the}'  may  harmonize  and  coordinate  their  efforts  along  definite 
lines  and  that  possible  duplication  of  work  may  be  eliminated. 

The  experimental  or  scientific  part  of  the  work  is  no  longer  un- 
dertaken by  the  agricultural  departments  of  the  railroads,  but  is 
left  to  the  United  States  Department  of  Agriculture  and  the  several 
States.  The  railroad  agricultural  agents'  work  is  more  along  the 
lines  of  dealing  with  the  transportation  problems  involved;  encour- 
aging the  production  of  new  or  different  farm  products  and  increas- 
ing that  of  old ;  bettering  their  quality  and  preparation  for  market ; 
aiding  in  finding  markets;  and  bringing  about  improvements  in 
farm  methods  as  approved  by  competent  authorities. 

With  the  coming  of  peace  and  restoration  of  normal  conditions, 
the  movement  of  returning  soldiers,  industrial  workers,  and  others 
to  the  farms  is  expected  to  assume  large  proportions.  The  agricul- 
tural representatives  of  the  railroads  have  cooperated  in  all  sections 
in  getting  together  the  information  necessary  in  the  consideration 
of  the  plans  proposed  by  the  Department  of  the  Interior  for  re- 
claiming land  for  returning  soldiers.  They  have  also  prepared  a 
great  deal  of  information  on  the  subject  of  farming  opportunities 
along  the  several  railroads  that  prompt  and  intelligent  reply  may- 
be made  to  the  many  inquiries  which  are  coming  in  from  prospec- 
tive farm  settlers  in  this  and  foreign  countries. 
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It  is  our  belief  that  the  opportunities  for  profitable  farming  have 
never  been  so  good  as  now  and  that  with  the  wider  diffusion  of 
modern  agricultural  knowledge  and  the  strong  demand  for  farm 
products  at  fair  prices  there  will  be  in  the  next  few  years  a  meas- 
ure of  general  advancement  among  progressive  farmers  never  ap- 
proached before. 

THE  EXPEESS  AND  MAIL  SITUATION. 

Early  in  the  perixpd  of  governmental  operation  of  the  railroads  it 
became  apparent  that  the  activities  of  the  several  express  companies 
should  be  coordinated  with  the  various  railroads  under  Federal  con- 
trol. Each  railroad  had  its  separate  contract  with  the  express  com- 
IJany  operating  over  its  line  and  the  percentage  of  gross  revenue 
which  the  railroads  received  from  the  express  companies  varied  con- 
siderably. Other  features  of  the  contracts  differed  materially,  some 
calling  for  routing  of  a  proportionate  amount  of  competitive  traffic 
over  certain  railroads,  and  it  was  obvious  that  with  the  operation  of 
the  railroads  under  a  single  control,  the  discontinuance  of  needless 
trains  of  a  competitive  character  and  the  reduction  of  train  service 
to  meet  war  conditions,  the  only  way  to  treat  the  express  situation 
was  to  make  one  uniform  contract  operative  during  Federal  control. 
Consolidation  on  the  part  of  the  express  companies  during  this  period 
also  became  essential,  and  after  continued  negotiations  between  the 
express  companies  and  the  Director  General  an  agreement  was  made, 
effective  July  1,  1918,  under  wliich  the  several  express  companies 
formed  a  corporation  known  as  the  American  Railway  Express  Co. 
for  the  purpose  of  carrying  en  the  express  transportation  business 
upon  the  railroads  under  Federal  control,  and  also  on  certain  non- 
Federal  controlled  lines  which  were  essential  to  round  out  the  ex- 
press transportation  system  in  the  United  States. 

Under  this  agreement  the  express  company  pays  to  the  Kaiiroad 
Administration  50^  per  cent  of  the  gross  revenue  earned  on  the  trans- 
portation of  express  matter  as  compensation  for  the  rail  transporta- 
tion, this  representing  the  average  payment  for  the  past  three  years 
to  the  indi\idual  railroads  by  the  various  express  companies.  Fol- 
lowing this  the  express  company  pays  its  operating  expenses,  the 
balance  being  subject  to  a  division  between  the  express  company  and 
the  Railroad  Administration  on  a  basis  which  makes  it  unnecessary 
to  guarantee  any  definite  amount  of  net  earnings  to  the  express  com- 
pany based  upon  the  previous  three  years'  average  of  those  com- 
panies, some  of  which  had  made  substantial  net  earnings,  while  others 
had  shown  a  deficit.  The  agreement  also  has  the  effect  of  requiring 
the  express  companies  to  put  forth  their  very  best  efforts  and  in- 
dividual initiative,  as  their  net  returns  are  based  upon  the  results  of 
their  successful  op'.'ration. 
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The  increased  cost  of  labor,  as  well  as  of  everything  else  which 
entered  into  the  expense  of  condncting  the  express  business,  soon  made 
it  apparent  that  the  10  per  cent  advance  in  rates  granted  by  the  Inter- 
state Commerce  Commission,  and  effective  upon  July  15  last,  was  not 
great  enough  to  cover  actual  operating  expenses  and  allow  the  ex- 
press company  any  net  return.  A  further  advance  was  therefore 
ordered  to  become  effective  January  1,  1919,  which  it  is  hoped  will 
provide  sufficient  funds  to  cover  the  increased  wages  recommended 
by  the  Board  of  Railway  Wages  and  Working  Conditions,  as  well  as 
permit  of  some  net  return  to  the  express  company. 

Express  traffic  is  now  sent  by  the  quickest  route,  circuitous  routes 
having  been  eliminated;  cars  for  handling  express  are  used  regard- 
less of  individual  ownership,  thus  increasing  the  express  car  avail- 
abilit}'  by  several  hundred  cars.  A  sufficient  number  of  new  express 
cars  have  been  ordered  to  provide  for  the  needs  of  the  railroads  based 
upon  their  average  requirements  for  the  past  five  years,  and  it  is 
expected  that  the  express  business  in  the  near  future  will  be  placed 
upon  a  firm  foundation  with  a  stabilized  organization,  and  with  a 
premium  for  individual  initiative  coupled  with  a  degree  of  Federal 
control,  all  of  which  should  work  to  the  advantage  of  the  patrons, 
the  railroads,  and  the  express  company  itself. 

The  Express  and  Mail  Section,  under  the  direction  of  Mr.  F.  S. 
Holbrook  as  manager,  is  also  working  in  close  cooperation  with  the 
Postal  Department  to  the  end  that  the  mail  service  may  be  as  efficient 
and  expeditious  as  possible. 

CONCLUSION. 

It  should,  I  think,  be  borne  clearly  in  mind  that  whatever  incon- 
venience the  traveling  and  shipping  public  have  suflfered  during  the 
past  12  months  of  governmental  operation  has  been  due  to  the  abso- 
lute necessity  of  first  devoting  our  transportation  agencies  to  the 
vigorous  and  successful  prosecution  of  the  war.  Only  that  part  of 
the  motive  power  and  freight  and  passenger  equipment  remaining 
after  our  troops  had  been  moved  to  cantonments  or  from  canton- 
ments overseas,  and  supplied  with  all  the  necessaries  of  life  and  war, 
could  be  devoted  to  the  commercial  traffic  of  the  country.  The  serv- 
ice rendered  under  such  conditions  can  not  and  ought  not  to  be  taken 
as  the  measure  of  what  might  be  expected  through  Federal  control 
under  normal  conditions,  or  in  a  time  of  peace.  As  a  matter  of  fact, 
our  inconveniences  were  luxuries  as  compared  with  the  situation 
which  existed  in  England  or  on  the  Continent. 

There  remains  a  great  deal  of  work  which  has  been  undertaken  and 
is  not  3'et  completed,  such  as  the  unification  of  rules  and  practices 
covering  the  transportation  of  live  stock ;  the  preparation  of  a  consoli- 
dated tariff  governing  the  handling  of  perishable  freight;  the  con- 
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solidation  and  niotlificatioii  of  the  (leiiiuiTafje.  Aveighing.  and  inspec- 
tion bureaus  in  each  of  the  three  chissification  territories  to  the  end 
that  existing  discriminations  ma}'  be  removed  to  the  benefit  of  both 
the  shipper  and  the  carrier  and  uniforinit}-  in  practice  and  rulings 
established. 

One  of  the  most  important  and  fast  developing  traffic  questions 
relates  to  the  efficient  and  proper  handling  of  import  and  particularly 
export  traffic.  There  is  every  indication  that  the  efforts  of  the  manu- 
facturers and  producers  of  the  United  States,  with  the  assistance  of 
our  proposed  merchant  marine,  will  result  in  a  much  more  successful 
invasion  of  foreign  markets  and  a  considerably  greater  volume  of 
traffic  than  has  heretofore  sailed  from  our  harbors.  We  are  there- 
fore giving  immediate  consideration  to  the  rate  situation,  service  be- 
tween ports  and  producing  points,  unification  of  port  practices  and 
charges,  and  the  elimination  of  undue  competition  between  ports^ 
with  the  thought  in  mind  that  each  producing  section  shall  have  its 
proper  standing  and  be  given  all  the  encouragement  possible  to  de- 
velop the  traffic. 

Given  the  opportunity,  it  will  be  our  aim  to  bring  these  and  other 
importaut  matters  to  a  satisfactory  conclusion. 


LABOR. 


The  Division  of  Labor  of  the  Railroad  Administration  was  created 
in  Circular  No.  1  issued  on  February  9,  1918,  wherein  W.  S.  Carter, 
president  of  the  Brotherhood  of  Locomotive  Firemen  and  Engine- 
men,  was  appointed  Director  of  the  Division  of  Labor.  It  has  been 
the  purpose  of  this  division  to  create  a  better  feeling  between  em- 
ployees and  ofiicials  of  the  railroads  than  existed  previous  to  govern- 
mental control. 

On  January  18,  1918,  General  Order  No.  5  was  issued,  creating 
a  railroad  wage  commission  and  directing  a  general  mvestigation  of 
the  compensation  of  persons  in  the  railroad  service,  the  relation  of 
railroad  wages  to  wages  in  other  industries,  and  other  matters  per- 
taining to  conditions  of  employment  of  railroad  employees  be  made. 
This  commission  devoted  several  months  to  the  work,  submitting 
recommendations  to  the  Director  General  on  which  General  Order 
No.  27  was  based. 

General  Order  No.  8  was  issued  on  February  21,  1918,  and  directed 
that  safety  appliance  laws  be  observed,  that  excessive  hours  of  serv- 
ice be  avoided  where  possible,  and  that  matters  of  controversy  arising 
under  interpretations  of  existing  wage  agreements,  and  other  matters 
not  relating  to  wages  and  hours  of  service  would  take  their  usual  course. 

This  order  also  provided  that  "no  discrimination  will  be  made  in 
the  employment,  retention,  or  conditions  of  employment  of  em- 
ployees because  of  membership  or  nonmembership  in  labor  organiza- 
tions." 

Unquestionably  these  mitial  orders  did  much  to  bring  about  a 
better  feehng  on  the  part  of  those  employees  who  believed  they  had 
not  been  treated  justly  in  the  past. 

ADJUSTMENT  OF  LABOR  CONTROVERSIES. 

One  of  the  principal  purposes  of  the  creation  of  the  Division  of 
Labor  was  to  provide  means  whereby  the  controversies  that  con- 
stantly arise  between  railroad  officials  and  employees  would  be 
promptly  and  equitably  adjusted.  An  inabiUty  to  adjust  these  con- 
troversies imder  past  practices  resulted  in  strikes,  threatened  strikes, 
or  a  constant  unrest  among  employees  to  the  extent  that  the  effi- 
ciency of  the  service  had  greatly  diminished  at  the  time  that  the 
roads  were  taken  over  under  Federal  control. 
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It  is  but  fair  to  say  that  neither  the  operating  officials  nor  the  em- 
ployees were  entirely  to  blame  for  so  midesirable  a  situation.  While 
on  some  roads  there  had  never  been  a  liberal  policy  toward  employees 
of  certain  classes,  a  study  of  past  relations  will  reveal  the  fact  that 
not  so  many  years  ago  the  labor  policy  of  a  railroad  was  developed 
entirely  by  the  operating  officers.  At  that  time,  committees  of  em- 
ployees, with  the  knowledge  that  their  immediate  operating  officers 
had  the  authority  to  grant  wage  increases,  revise  wage  agreements, 
and  adjust  personal  grievances,  entered  into  negotiations  with  their 
respective  officials  with  an  open  mind,  and  with  the  belief  that  if 
evidence  and  argument  could  be  presented  that  would  prove  their 
contentions,  the  operating  officials  of  the  road  would  at  least  grant 
some  relief  from  the  conditions  of  employment  against  which  com- 
plaint was  made. 

In  those  days  wage  increases  were  granted  from  time  to  time, 
wage  agreements  were  revised  so  as  to  include  rules  more  favorable 
to  employees,  and  personal  grievances  arising  out  of  the  adminis- 
tration of  discipline  were  disposed  of  usually  without  a  strike  or  a 
threat  of  a  strike. 

It  is  alleged  by  employees  that  with  a  concentration  of  financial 
control  of  the  railroads,  either  by  groups  or  districts,  operating 
officials  lost  all  authorit}^  over  the  labor  policies  upon  the  respective 
railroads,  with  the  Result  that  it  was  alleged  that  the  operating 
officials  of  a  railroad  were  no  longer  permitted  to  exercise  their  own 
judgment  in  disposing  of  these  matters. 

With  the  creation  of  "general  managers'  associations"  covering  a 
comparatively  large  territory,  came  "district  movements"  by  em- 
ployees for  the  adjustment  of  wage  matters. 

During  the  two  or  three  years  antedating  Federal  control  of  the 
railroads  an  alarming  situation  was  created,  in  that  the  employees' 
organizations  as  a  whole  and  through  federations,  found  themselves 
confronted  with  similar  federations  on  the  part  of  the  iiailroads,  the 
roads  being  represented  by  conference  committees,  and  the  conference 
committees  being  subordinate  to  "advisory  committees."  It  was 
alleged  by  employees  that  these  conference  committbes  of  all  of  the 
principal  railroads  in  a  district  were  not  permitted  to  grant  the 
demands  of  employees  or  even  to  make  favorable  compromises 
without  the  consent  of  the  advisory  committee.  The  advisory 
committee,  it  is  alleged,  was  the  agent  of  the  great  banking  institu- 
tions that  controlled  the  financial  policy  of  all  the  railroads. 

Arbitrations  have  been  resorted  to  in  the  later  yeare  in  these 
district  movements,  with  the  result  that  employees  reached  the  con- 
clusion that  an  arbitration  award  depended  entirely  upon  the  frame 
of  mind  of  the  neutral  arbitrator.  Persons  selected  to  perform  this 
function  were  liberal  in  their  awards  in  accordance  with  the  liberality 
of  their  minds,  when  appointed  upon  such  arbitration  boards. 
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There  seems  to  have  been  a  pubUc  opinion  that  any  man,  even 
indirectly  connected  with  labor,  would  be  unqualified  to  act  as  a 
neutral  arbitrator,  with  the  result  that  most  estimable  frentlemen 
who  had  never  had  any  connection  with,  and  who  had  little  knowl- 
■edge  of,  labor  conditions  were  called  upon  to  act  as  umpires  in  these 
great  contests.  It  was  alleged  by  the  employees  that  usually  these 
arbitrators,  having  no  technical  knowledge  of  wage  schedules, 
often  made  awards  that  were  difficult  of  interpretation,  if  they  did 
not,  hi  fact,  bring  about  conditions  the  very  opposite  to  that  intended 
by  the  neutral  arbitrator.  It  also  became  apparent  that  in  the 
application  of  the  arbitration  award,  the  officials  of  a  railroad  were 
the  sole  administrators  thereof,  with  the  result  that  after  employees 
had  been  led  to  believe  that  an  arbitration  award  brought  them 
much  relief,  it  was  applied  in  a  manner  that  ''took  away  from  them 
more  than  had  been  given  them." 

Later,  provisions  were  made  for  submitting  controversies  over  the 
application  of  an  arbitration  award  back  to  the  arbitration  board, 
or  to  some  other  umpire,  but  this  resulted  in  the  continuation  of 
controversies  over  a  period  of  two  or  three  j^ears. 

It  may  be  truthfully  said  that  at  the  time  the  reih'oads  passed 
under  Federal  contj'ol,  because  of  these  vexatious  contentions,  the 
morale  of  railway  employees  had  sunk  to  a  low  degree.  In  many 
instances  there  was  an  entire  absence  of  esprit  de  corps,  so  necessary 
for  efficient  operation. 

It  was  with  the  knowledge  of  this  alarming  situation,  and  with  a 
determination  to  restore  harmonious  relations  between  employees 
and  the  railroads,  and  thereby  increase  the  efficiency  of  the  railroads, 
that  the  Division  of  Labor  of  the  Railroad  Administration  was 
created. 

With  an  intimate  knowledge  on  the  part  of  the  officers  of  the 
division  of  the  relations  between  the  railroads  and  their  employees 
during  the  past  years,  innovations  were  proposed,  the  practicabil- 
ities of  which  were  first  questioned  b}''  some  railroad  officials  and 
by  some  railroad  employees.  It  was  suggested  that  at  least  for  all 
classes  of  employees  who  were  working  under  w^age  agreements, 
bipartisan  boards  be  created  for  the  purpose  of  adjusting  any  differ- 
ences of  opinion  which  might  arise  between  the  employee  and  the 
official,  upon  which  there  would  be  equal  representation  of  the  rail- 
roads and  of  the  employees  without  the  presence  of  any  "neutral"  or 
umpire.  It  was  believed  that  when  partisans  were  equally  divided, 
and  when  they  realized  they  were  occupying  judicial  positions,  they 
would  abandon  their  partisanship  and  earnestly  and  efficiently  exer- 
cise the  function  of  a  judge. 
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In.  carrying  out  this  plan  three  raihvay  boards  of  adjustment  have 
been  created,  as  follows: 

Railway  Board  of  Adjustment  No.  1  was  created  March  22,  1918, 
by  the  issuance  of  General  Order  No.  13.  This  order  is  a  "Memoran- 
dum of  understanding"  reached  between  the  Regional  Directors  and 
the  representatives  of  the  Brotherhood  of  Locomotive  Engineers, 
Order  of  Railway  Conductors,  Brotherhood  of  Railroad  Trainmen, 
and  Brotherhood  of  Locomotive  Firemen  and  Enginemen, 

Railway  Board  of  Adjustment  No.  2  was  created  May  31,  1918,  by 
the  issuance  of  General  Order  No.  29.  This  order  is  a  "Memorandum 
of  understanding"  reached  between  the  Regional  Directors  and  the- 
representatives  of  the  International  Association  of  Machinists,  Inter- 
national Brotherhood  of  Boilermakers,  Iron  Ship  Builders  and 
Helpers  of  America,  International  Brotherhood  of  Blacksmiths  and 
Helpers,  Brotherhood  Railway  Carmen  of  America,  Amalgamated 
Sheet  Metal  Workers'  International  Alliance,  and  Internationa, 
Brotherhood  of  Electrical  Workers. 

Railway  Board  of  Adjustment  No.  3  was  created  November  13, 
1918,  by  the  issuance  of  General  Order  No.  53.  This  order  is  a  "  Memo- 
randum of  understanding"  reached  between  the  Regional  Directors 
and  the  representatives  of  the  Order  of  Railroad  Telegraphers, 
Switchmen's  Union  of  North  America,  Brotherhood  of  Railway 
Clerks,  and  United  Brotherhood  of  Maintenance-of-Way  Employees. 

The  "Memorandum  of  understanding"  upon  which  the  work  of 
these  railway  boards  of  adjustment  were  based  outlines  the  functions 
of  these  boards,  but  a  brief  description  of  the  methods  of  procedure 
are  given  as  follows: 

All  controversies  growing  out  of  the  interpretation  or  application 
of  the  provisions  of  wage  schedules  or  agreements  in  effect,  which 
were  not  promptly  adjusted  by  the  officials  or  employees  on  any  of 
the  individual  railroads  under  Federal  control,  and  all  personal 
grievances  or  controversies  arising  imder  interpretation  of  wage 
agreements  and  all  other  ilisputes  arising  between  officials  of  a  rail- 
road and  its  employees  were  to  be  handled  in  the  usual  manner  by 
the  committees  of  the  em.ploj^ees  and  the  officials  of  the  railroads  up 
to  the  chief  operating  officer  of  the  railroad  (or  some  one  oflicially 
designated  by  him).  If,  after  this  usual  process,  an  amicable  adjust- 
ment was  not  reached,  then  it  became  obligatory  (by  virtue  of  the 
"Memorandum  of  understanding  ')  on  l)oth  the  part  of  the  railroads 
and  officials  of  employees'  organizations  to  submit  the  matter  in 
controversy  to  the  railway  board  of  adjustment  having  jurisdiction. 
Provisions  were  made  for  joint  submission  of  facts  and  brief  argu- 
ment in  each  case  submitted,  and  if  it  was  deemed  advisable,  such 
railway  board  of  adjustment  could  call  for  additional  information, 
either  oral  or  written,  and  when  the  matter  had  been  entirely  investi- 
gated a  decision  would  be  rendered  bv  the  board. 
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Horo  it  might  bo  said  that  in  the  beginning  fears  were  expressed 
that  employees  would  protest  against  unfavorable  decisions,  to  the 
extent  that  the  purpose  of  the  creation  of  the  boards  would  be 
defeated.  A  knowledge  of  the  lo^^alty  of  employees  to  their  organiza- 
tions, and  a  familiarity  with  the  strict  discipline  enforced  by  these 
organizations  in  matters  of  agreement,  led  those  who  had  intimate 
knowlotlge  of  the  situation  to  know  that  a  decision  thus  reached 
would  be  faithfully  observed  by  the  employees. 

Brief  reports  of  the  work  of  these  several  railway  boards  of  adjust- 
ment are  herewith  attached. 

Methods  having  been  thus  provided  for  classes  of  employees 
having  agreements  on  a  comparatively  large  number  of  railroads, 
there  were  yet  perhaps  a  million  employees  for  which  no  disposition 
had  been  made.  For  the  purpose  of  providing  prompt  and  proper 
methods  of  adjusting  controversies  affecting  these  employees,  an 
assistant  director  of  the  Division  of  Labor  was  appointed,  whose 
especial  duty  was  to  investigate  all  complaints,  endeavor  to  bring 
about  amicable  adjustments,  and  practically  perform  for  these 
emploj'ees  the  work  accomplished  hj  the  railway  boards  of  adjust- 
ment. 

In  the  prosecution  of  this  work,  four  representatives  of  the  Division 
of  Labor  have  been  appointed,  whose  duties  require  them  to  be 
almost  constantly  in  the  field  making  personal  investigations  of 
matters  referred  to  the  Division  of  Labor  by  employees.  In  the 
selection  of  persons  for  the  performance  of  this  work  regard  was  had 
for  their  past  experience  and  ability  in  this  or  similar  class  of  work, 
with  the  result  that  a  large  number  of  complaints  have  been  investi- 
gated and  adjusted. 

''Closed  Shop"  v.  "Nonunion  Shop." 

In  many  industries  a  contest  has  long  existed  between  certain 
employers  and  unions  of  employees  over  rights  of  employees  to 
become  members  of  labor  organizations,  and  over  alleged  discrimi- 
nations against  employees  because  of  their  connection  therewith.  It 
is  claimed  by  employees,  in  many  instances,  that  unless  all  employees 
in  the  class  in  the  industry  are  members  of  the  union,  the  employer 
discriminates  against  the  employees  who  are  members  or  else  favors 
the  employees  who  are  not  members. 

In  this  contest,  and  for  their  own  protection,  employees  have  often 
demanded  the  ''closed  shop."  On  the  other  hand,  certain  employers 
have  insisted  on  maintaining  what  they  have  called  the  "  open  shop." 
Theoretically,  employees  do  not  discriminate  against  any  employee 
in  the  "closed  shop"  because  it  is  alleged  that  any  employee  in  the 
shop  may  become  a  member  of  the  union.  Theoretically,  the  em- 
ployer does  not  discriminate  against  the  union  man  in  the  open  shop. 
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Many  roads  forbade  the  employment  of  employees  who  were 
members  of  certain  organizations  and  had  thus  maintained  nonunion 
conditions,  with  the  result  that  on  a  considerable  portion  of  the  rail- 
roads, for  certain  classes  of  employees,  committees  of  employees  had 
never  functioned,  and  wage  bargaining  had  been  prevented. 

Previous  to  the  assumption  of  Federal  control,  on  these  raiboads 
and  for  these  classes  of  employees,  almost  continuous  dissensions  had 
arisen,  with  the  result  that  in  many  instances  strikes  had  been  pre- 
cipitated, many  of  which  were  lost  by  the  employees  and  nonunion 
conditions  prevailed.  For  the  purpose  of  elimmating  this  constant 
conflict,  which  necessarily  adversely  affected  the  efficiency  of  the 
service,  and  because  the  Government  was  now  in  control,  Article  V 
of  General  Order  No.  8,  issued  under  date  of  February  21,  1918, 
contained  the  following: 

No  discrimination  will  be  made  in  the  employment,  retention,  or  conditions  of 
employment  of  employees  because  of  membership  or  nonmembership  in  labor 
organizations. 

The  immediate  result  of  the  foregoing  order  was  (1)  the  assertion 
on  the  part  of  representatives  of  the  employees  that  they  had  never 
contended  for  a  closed  shop  except  as  a  protection  to  the  members 
of  the  union,  and  that  nonunion  employees  would  be  assured  the 
same  rights  and  benefits  and  treatment  under  existing  union  wage 
agreements  as  were  accorded  to  the  union  employees,  and  (2)  the 
employees  on  the  railroads  where  they  had  never  been  permitted  to 
become  members  of  the  organisations  were  almost  immediately 
organized  into  the  unions. 

STANDARDIZATION    OF    W^AGES. 

With  the  development  of  trade  unions  in  all  industries  has  come  the 
demand  for  the  same  rate  of  wages  for  the  same  character  of  works 
and  the  result  has  been  that  there  is  a  constant  and  pressing  demand 
on  the  part  of  employees  for  a  standardization  of  wages. 

On  the  other  hand,  each  individual  is  of  the  opinion  that  so  long 
as  some  other  person  is  required  to  work,  or  is  willing  to  work  at  a 
less  rate  of  wages,  it  produces  a  dangerous  competitive  situation 
wherein  there  is  an  incentive  for  the  employer  to  dismiss  the  higher 
paid  man  and  retain  the  lower  paid  man,  and  thus  reduce  labor  cost. 
The  demand  for  a  standard  wage  and  working  day  was  made  apparent 
at  the  hearmgs  of  the  first  Federal  Wage  Commission,  appointed  early 
in  the  present  year,  but  it  was  not  deemed  expedient  by  that  com- 
mission to  attach  much  importance  to  this  demand. 

On  the  other  hand,  the  wage  commission  was  imbued  ^y\ih  the 
humanitarian  idea  that  the  "increased  cost  of  living"  had  fallen 
heaviest  upon  the  lowest  paid  employees,  and  therefore  the  percentage 
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of  increase  for  the  lower  paid  man  should  be  greater  than  the  per- 
centage of  increase  for  the  higher  paid  man,  and  that  this  percentage 
should  be  based  upon  wages  in  efiect  in  December,  1915. 

It  so  happened  that  during  the  two  years  of  1916  and  1917  great 
progress  had  been,  made  in  the  standardization  of  wages  through 
negotiations  of  employees  with  railroad  companies  and  consequently 
many  differentials  were  eliminated.  With  the  application  of  the 
graduated  percentages  of  increases  provided  for  in  General  Order 
No.  27,  which  order  was  based  upon  the  recommendation  of  the  first 
wage  commission,  all  these  differentials  were  reestablished. 

General  Order  No.  27  created  a  Board  of  Railroad  Wages  and 
Working  Conditions,  and  said: 

No  problem  so  vast  and  intricate  as  that  of  doing  practical  justice  to  the  2,000,000 
railroad  employees  of  the  country  can  be  regarded  as  completely  settled  and  disposed 
of  by  any  one  decision,  or  order;  therefore  the  Board  of  Railroad  Wages  and  Working 
Conditions  is  hereby  established  and  will  take  up  as  presented  any  phases  of  the 
general  problem  relating  to  any  class  of  employees  or  any  part  of  a  class  of  employees 
which  may  justly  call  for  further  consideration. 

The  duties  prescribed  for  this  Board  of  Railroad  Wages  and  Work- 
ing Conditions  were — 

To  hear  and  investigate  matters  presented  by  railroad  employees  or  their  repre- 
sentatives affecting — 

(1)  Inequalities  as  to  wages  and  working  conditions  whether  as  to  individual  em- 
ployees or  classes  of  employees. 

(2)  Conditions  arising  from  competition  with  employees  in  other  industries. 

(3)  Rules  and  working  conditions  for  the  several  classes  of  employees,  either  tor 
the  country  as  a  whole  or  for  different  parts  of  the  country. 

In  the  report  of  this  board  it  will  be  shown  that  rapid  advances 
toward  standardization  of  wages  of  all  railroad  emj^loyees  have  been 
made,  and  but  for  the  possible  early  return  of  the  railroads  to  private 
control  it  could  sa'i'ely  be- said,  that  the  logical  conclusion  of  the  work 
of  the  present  Board,  of  Railroad  Wages  and  Working  Conditions 
would  be  standardized  rates,  standardized  days,  and  other  standard- 
ized conditions  of  erpployment  for  all  emplo3"ees  on  railroads  under 
Federal  control. 

THE    EIGHT-HOUR   DAY. 

The  demand  for  an  eight-hour  day  has  been  pressed  by  employees 
in  all  industries,  r  While  on  a  considerable  number  of  railroads  some 
classes  of  employees  had  secured  the  eight-hour  day  through  nego- 
tiations, perhaps  in  no  industry  of  such  importance  had  there  been 
so  little  recognition  by  the  employer  of  the  eight-hour  day  as  with 
the  railroads.  The  recent  eight-hour  movement  of  men  engaged 
in  engine  and  train  service  culminated  in  the  enactment  of  the 
eight-hour  law,  applicable  to  such  employees  as  were  connected 
with  the  operation  of  trains. 


208         EXTENSION   OF   GOVEENMENT  CONTROL  OF   RAILROADS. 

Practically  all  of  the  representatives  of  employees  that  appeared 
before  the  first  wage  commission  were  earnest  in  their  demalicls 
for  the  eight-hour  day,  but  it  did  not  appear  to  the  first  wage  com- 
mission as  being  practical  during  the  war  period.  Nevertheless, 
in  the  issuance  of  General  Order  No.  27,  provisions  were  made  for 
the  "basic  eight-hour  day,"  which  assigned  a  certain  portion  of 
the  new  rates  of  wages  to  the  first  eight  hours  of  work  and  a  similar 
portion  to  the  usual  hours  in  excess  thereof,  with  a  pro  rata  over- 
time rate  for  all  hours  worked  in  excess  of  those  in  effect  for  employ- 
ees on  January  1,  1918. 

This  plan  for  an  eight-hour  day  was  but  the  foundation  for  the 
real  eight-hour  day,  which  it  was  proposed  could  be  put  in  effect 
when  the  war  was  ended  and  our  soldiers  returned  and  were  seeking 
employment  and  the  supply  of  labor  was  sufhcient  to  reduce  the 
work  of  employees  to  an  eight-hour  period. 

Through  investigations  by  the  present  Board  of  Railroad  Wages 
and  Working  Conditions  supplementary  orders  have  been  issued 
that  have  made  great  advances  toward  an  ultimate  eight-hour  day 
for  all  railroad  employees.  ■  Where  classes  had  through  negotiations, 
and  previous  to  Federal  control,  secured  the  eight-hour  day  to  a 
considerable  extent,  with  time  and  one-half  for  overtime,  such 
practice  was  extended  to  all  employees  in  that  class.  .Where  classes 
have  not  secured  the  eight-hour  day  with  time  and  one-half  for 
overtime,  great  advances  liave  already  been  made  by  extending  to 
them  the  eight-hour  day  with  pro  rata  overtime  for  the  ninth  and 
tenth  hour  and  time  and  one-half  for  all  hours  worked  in  excess 
thereof. 

STANDARD    WORKING    RULES. 

• 

Because  of  the  increased  cost  of  living,  increased  wages  were  of 
far  greater  concern  during  the  present  year  to  employees  than  the 
standardization  of  working  rules.  Nevertheless,  requests  have  been 
fded  for  standard  working  rules  for  several  classes  of  employees  to  be 
applicable  to  all  railroads  under  Federal  cojitroL  Where  classes, 
through  negotiations,  had  secured  wage  agreements,  including  rules, 
the  demand  was  not  so  persistent,  but  for  the  great  number  of  em- 
ployees who  had  never  been  privileged  to  work  under  fixed  regula- 
tions of  employment  the  demand  was  urgent,  with  the  result  that 
in  Supplements  to  General  Order  No.  27  rules  have  been  established 
providing  for  the  administration  of  discipline  and  the  maintenance 
of  the  seniority  principle  for  more  than  a  million  'employees. 

Notwithstanding  the  fact  that  on  a  majority  of  railroads  employees 
connected  with  the  skilled  shop  trades  have  had  agreements  which 
included  working  regulations,  recently  these  employees  have  pre- 
sented a  request  for  a  standardization  of  working  rules  on  all  rail- 
roads under  Federal  control. 
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EMPLOYMENT    OF    WOMEN. 

The  employment  of  women  (and  of  children)  has  often  been  opposed 
in  many  industries  by  employees  affiliated  with  labor  organizations 
upon  the  theory  that  women  may  be  more  successfully  exploited  than 
men,  and  with  the  result  that  in  many  industries  into  which  women 
are  introduced  as  employees  to  any  considerable  extent  the  wages 
will  not  be  increased  and  perhaps  decreased,  and  that  the  working 
conditions  will  not  be  favorable. 

A  large  number  of  women  have  always  been  employed  by  the  rail- 
roads, but  because  of  war  conditions  this  number  rapidly  increased, 
and  in  many  instances  women  were  not  paid  the  same  wages  as  men. 
To  assure  women  employees  of  the  railroads  of  fair  treatment,  the 
following  was  included  as  Article  V  of  General  Order  No.  27,  issued 
under  date  of  May  25,  1918: 

"WTien  women  are  employed,  their  working  conditions  must  be  healthful  and  fitted 
to  their  needs.  The  laws  enacted  for  the  government  of  their  employment  must  be 
observed  and  their  pay,  when  they  do  the  same  class  of  work  as  men,  shall  be  the 
same  as  that  of  men. 

Under  such  a  rule  it  is  evident  that  women  will  be  justly  treated, 
but  conditions  of  employment  that  will  be  suitable  to  men  are  in 
many  instances  not  suitable  for  women.  To  assure  the  women  em- 
ployees of  the  railroads  of  not  only  fair  treatment  and  wages,  but 
suitable  working  conditions,  the  Women's  Service  Section  was  created 
on  August  28,  1918. 

The  work  done  by  this  section  has  been  very  thorough,  considering 
the  limited  time  in  which  it  has  been  in  operation,  and  a  detailed 
report  of  its  work  is  attached. 

FIRST  ANNUAL  REPORT  OF  RAILWAY   BOARD    OF   ADJUSTMENT  NO.  1. 

This  board,  known  as  Railway  Board  of  Adjustment  No.  1,  was 
created  by  virtue  of  an  agreement  entered  into  March  22,  1918,  be- 
tween the  regional  directors  of  the  railroads  under  Government  con- 
trol and  the  chief  executives  of  the  four  transportation  organizations 
representing  engineers,  firemen,  conductors,  trainmen,  and  yardmen. 
This  agreement  was  approved  by  the  Director  General  of  Railroads 
and  made  effective  by  General  Order  No.  13. 

In  conformity  with  the  provisions  of  this  agreement  the  regional 
directors,  Messrs.  R.  H.  Aishton,  C.  H.  Markham,  and  A.  H.  Smith, 
selected  the  following  as  members  of  the  board : 

J.  W.  Higgins,  executive  secretary,  Association  of  Western  Rail- 
ways. 

Charles  P.  Neill,  manager,  Bureau  of  Information  of  the  South- 
eastern Railways. 
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John  G.  Walber,  secretary,  Bureau  of  Information  of  the  Eastern 
Railways. 

E.  T.  Whiter,  assistant  general  manager,  Pennsylvania  Lines  West. 
The   chief  executives   of   the   four   transportation   organizations, 

respectively,  selected  the  following  as  members  of  the  board : 

F.  A.  Burgess,  assistant  grand  chief  engineer.  Brotherhood  of 
Locomotive  Engineers. 

W.  N.  Doak,  vice  president,  Brotherhood  of  Railroad  Trainmen. 

Albert  Phillips,  vice  president,  Brotherhood  of  Locomotive  Firemen 
and  Enginemen. 

L.  E.  Sheppard,  senior  vice  president.  Order  of  Railway  Conductors. 

As  article  6  of  the  agreement  between  the  regional  directors  and  the 
executives  of  the  four  transportation  organizations  refers  to  the 
"Commission  of  Eight"  and  transfers  the  jurisdiction  which  that 
body  had  previously  had  to  the  new  board  created  by  the  agreement 
in  question,  it  seems  appropriate  to  embody  here  a  preliminary  state- 
ment explaining  the  origin  and  jurisdiction  of  the  Commission  of 
Eight. 

When,  in  March,  1917,  the  Committee  of  the  Council  of  National 
Defense,  at  the  request  of  the  President  of  the  United  States,  inter- 
vened in  the  controversy  then  existing  between  the  railways  of  the 
country  and  the  four  transportation  organizations  over  the  demand 
for  an  eight-hour  day,  it  was  agreed  by  the  National  Conference  Com- 
rnittee  representing  the  railways  and  the  executives  of  the  four 
organizations  to  accept  as  a  settlements  of  the  controversy  whatever 
award  the  Committee  of  the  Council  of  National  Defense  should  make. 
The  Committee  of  the  Council,  under  date  of  March  19,  1917,  handed 
down  an  award  which  was  formally  accepted  by  the  representatives 
of  the  parties  to  the  controversy. 

The  National  Conference  Committee  of  the  railways  represented 
over  150  railways,  and  practically *each  of  these  roads  had  elaborate 
and  complex  agreements  in  effect  with  two  or  more  of  the  transpor- 
tation organizations.  There  were,  therefore,  in  all  hundreds  of  indi- 
vidual contracts,  each  with  its  own  peculiar  provisions,  to  which  the 
award  of  the  Committee  of  the  Council  of  National  Defense  had  to 
be  applied,  and  it  was  fully  appreciated  by  each  side  that  in  this 
process  innumerable  controversies  would  inevitably  develop.  Imme- 
diately upon  the  acceptance  of  the  award  the  Conference  Committee 
and  the  executives  of  the  four  organizations  entered  into  a  further 
agreement  to  create  a  standmg  commission  of  eight  members,  four 
to  be  chosen  by  the  National  Conference  Committee  and  four  by  the 
railroad  brotherhoods,  to  pass  upon  the  application  of  the  award  to 
the  agreements  on  the  individual  roads. 
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It  was  agreed  that  the  award  of  the  Committee  of  the  Council  of 
National  Defense  should  be  sent  to  the  managements  of  the  individual 
roads  represented  by  the  National  Conference  Committee  and  to  the 
respective  committees  representing  the  organizations  on  each  of 
those  roads,  with  instructions  to  meet  as  soon  as  possible  to  revise 
their  existing  agreements  to  conform  to  the  provisions  of  the  award* 
Each  management  and  committee  was  then  to  transmit  to  the  Com- 
mission of  Eight  a  joint  statement  showing  what  they  had  agreed 
upon  as  a  proper  revision  of  existing  agreements  to  conform  to  the 
provisions  of  the  award,  and  the  items  upon  which  they  had  been 
unable  to  reach  agreement.  The  Commission  of  Eight  was  empow- 
ered to  decide  not  only  the  controversies  arising  over  the  application 
of  the  award  to  the  agreements,  but  also  to  pass  upon  whether  the 
revisions  agreed  upon  by  the  managements  and  committees  were 
proper  applications  of  the  award. 

The  board  was  intentionally  composed  of  an  even  number  from  each 
side,  and  a  majority  decision  was  to  be  binding. 

The  commission  met  in  May,  1917,  and  held  sessions  each  month 
until  March  22,  1918,  on  which  date  it  was  superseded  by  this  board. 
By  that  date  it  had  practically  completed  its  work,  and  had  only  a 
few  questions  before  it  that  for  want  of  time  had  not  been  disposed  of. 
In  every  instance  the  action  of  the  commission  on  all  matters  before 
it  was  unanimous. 

The  above  review  of  the  work  of  the  Commission  of  Eight  has  been 
gone  into  because  it  is  believed  that  the  experience  of  this  commission 
(composed  of  equal  members  from  each  side)  in  being  able  to  reach 
unanimous  agreements  on  all  the  matters  growing  out  of  the  applica- 
tion of  the  award  of  the  Committee  of  the  Council  of  National  Defense 
had  a  very  direct  influence  on  the  action  of  the  regional  directors  and 
the  heads  of  the  brotherhoods  in  making  their  agreement  to  create 
another  similarly  constituted  board  with  enlarged  jurisdiction  to 
supersede  that  commission. 

It  was  recognized  at  the  outset  by  the  parties  to  the  creation  of 
this  board  that  mutual  respect  and  confidence  on  the  part  of  its 
members  was  a  prime  requisite  for  its  successful  functioning,  and  four 
of  the  members  of  the  Commission  of  Eight  were  named  for  member- 
ship on  the  new  board,  the  other  four  not  being  longer  available 
because  of  press  of  other  duties. 

Starting  with  this  advantage,  the  work  of  this  board  from  the 
beginning  has  been  marked  by  mutual  understanding  and  good  will 
and  by  the  absence  of  friction  or  any  appearance  of  biased  partisan- 
ship. In  the  appended  statement  it  will  be  seen  that  up  to  November 
30,  decisions  had  been  rendered  by  the  board  in  292  cases,  and  between 
that  date  and  this  Wiitin^  additional  decisions  have  been  rendered 
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bringing  the  total  up  to  331.  While  in  accordance  with  the  agreement 
creating  the  board  a  majority  vote  of  the  membership  is  decisive,  in 
every  one  of  the  decisions  rendered  the  action  of  the  board  has  been 
unanimous.  While  the  agreement,  further,  provides  that  in  the 
event  of  a  deadlock  the  case  may  be  referred  up  to  the  Director 
General  for  a  decision,  no  occasion  has  up  to  this  time  arisen  to  invoke 
this  provision  of  the  agreement. 

Board  of  Adjustment  No.  1  held  its  initial  meeting  at  Washing- 
ton, D.  C,  April  8,  1918,  the  full  membership  being  present.  It 
organized  by  the  selection  of  Mr.  Charles  P.  Neill  as  chairman  and 
Mr.  L.  E.  Sheppard  as  vice  chairman  for  the  ensuing  calendar  year. 
Later  on  IVIr.  Sheppard  had  to  be  withdrawn  from  the  board  to 
devote  his  time  to  duties  at  headquarters  as  senior  vice  president  of 
the  Order  of  Railway  Conductors,  and  Mr.  W.  M.  Clark,  another  vice 
president  of  that  organization,  was  named  in  his  place  by  President 
Garretson  of  the  O.  R.  C.  Mr.  F.  A.  Burgess,  Assistant  G.  C.  E.  of 
the  Brotherhood  of  Locomotive  Engineers,  was  chosen  vice  chair- 
man, to  fill  out  the  unexpired  term  of  Mr.  Sheppard.  With  these 
exceptions  the  membership  and  the  organization  of  the  board  has 
remained  unchanged  up  to  this  time. 

In  ]:)ursuance  of  its  adopted  policy  of  rotating  its  chairmanshid 
and  vice  chairmanship,  ]\ir.  F.  A.  Burgess,  at  the  present  session  of 
the  board,  has  been  elected  chairman  and  Mr.  E.  T.  Wliiter,  vice 
chairman,  for  the  term  beginning  January  1,  1918. 

The  board  has  been  in  session  the  greater  part  of  each  month  since 
its  initial  session  on  April  S  of  this  year,  and  at  the  beginning  of  its 
December  session  had  disposed  of  309  cases.  In  most  of  these  cases 
hearings  have  been  held  at  the  request  of  one  or  the  other  party  to 
the  controversy,  or  of  both,  to  permit  of  the  presentation  of  oral 
testimony  and  argument.  There  is  appended  hereto  a  statement 
showing  the  number  of  cases  on  the  docket  of  the  board  at  the  close 
of  November  and  the  disposition  made  of  these  cases. 

Status  of  Docket  of  Railway  Board  op  AnjusTMENT  No.  1. 

Number  of  rapes  entered  iipon  the  docket  under  General  Order  No.  13 408 

Number  of  cases  in  which  decisions  have  been  rendered ~ 292 

Number  of  cases  disposed  of  locally  (Nos.  6.  15,  16,  17.  19.  231.  and  286) 7 

Number  of  cases  withdrawn  at  hearings  (Nos.  144,  145,  150,  151,  192,  27fi,  310, 

311,  and  313) 9 

Number  of  cases  in  which  decisions  were  not  rendered,  account  beine  .without 

jurisdiction  (Nos.  96  and  1241 2 

Total  numl)er  of  cases  disposed  of 307 

Number  ot  cases  on  the  docket  as  of  November  30  and  not  yet  disposed  of 101 

Number  of  cases  for  which  hearings  have  been  set  for  December  session 51 

Number  of  case?  now  ready  for  action  of  the  board  (Nos.  IIS  and  230) 2 
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Number  of  cases  held  up  or  covering  which  additional  data  has  been  requested 
CNos.  194,  274,  279,  297,  31.2,  314,  315.  31G,  317,  318,  319,  320,  322,  327.  329,  and 

331 ) 16 

Number  of  cases  on  docket  under  General  Order  No.  27 23 

Number  of  cases  on  which  recommendations  have  been  made 2 

Number  of  cases  held  to  determine  jurisdiction 21 

November  30,  1918. 

RAILWAY  BOARD  OF  ADJUSTMENT  NO.  2. 

This  board  was  established  in  accordance  with  the  understanding 
reached  in  General  Order  No.  29,  dated  May  31,  between  the  Re- 
gional Directors  representing  the  railways  which  may  have,  or  may 
hereafter  have  agreements  with  the  International  Association  of 
Machinists,  International  Brotherhood  of  Boilermakers,  Iron  Ship 
Builders  and  Helpers  of  America,  International  Brotherhood  of 
Blacksmiths  and  Helpers,  Brotherhood  of  Railway  Carmen  of 
America,  Amalgamated  Sheet  Metal  Workers'  International  Alli- 
ance, and  International  Brotherhood  of  Electrical  Workers,  and  the 
ofhcers  of  those  crafts. 

The  Director  General  of  Railroads  issued  a  circular  dated  June 
21,  1918,  on  the  organization  of  this  board. 

The  first  meeting  of  the  board  was  held  in  Wasliington  on  June 
21,  with  the  following  gentlemen  present,  representing  the  various 
railways  and  crafts: 

Mr.  A.  C.  Adams,  superintendent  of  shops,  Readville,  Mass.,  New  York.  New 
Haven  &  Hartford  Railroad. 

Mr.  H.  J.  Carr,  member  chief  executi^•e  board  representing  International  Associa- 
tion of  Machinists 

Mr.  Otto  E.  Hoard,  vice  president.  Amalgamated  Sheet  Metal  Workers'  Interna- 
tional Alliance. 
Mr.  F.  H.  Knight,  acting  president.  Brotherhood  of  Railway  Carmen  of  America. 
Mr.  W.  S.  Murrian,  ex-superintendent  motive  power,  Southern  Railway. 
Mr.  F.  J.  McNulty,  international  president,  International  Brotherhood  of  Elec- 
trical Workers,  who  was  elected  vice  chairman. 

Mr.  W.  H.  Penrith,  assistant  general  manager,  Chicago  <k  Alton  Railroad. 
Mr.  E.  F.  Potter,  assistant  to  general  manager,  Soo  Line  Railroad,  who  was  elected 
chairman. 

Mr.  G.  W.  Pring,  vice  president.  Railway  Employees'  Department,  American 
Federation  of  Labor,  representing  International  Brotherhood  of  Boilermakers,  Iron 
Ship  Builders  and  Helpers  of  America. 

Mr.  E.  A.  Sweeley,  master  car  builder,  Seaboard  Aii-  Line  Railroad. 
Mr.  R.  J.  TurnbuU,  inspector  of  transportation,  Atlantic  Coast  Line  Railroad. 
Mr.  G.  C.  Van  Domes,  general  vice  president,  International  Brotherhood  of  Black- 
smiths and  helpers. 

Mr.  McNulty  on  August  19  advised  the  board  that  he  would  be 
temporarily  absent  in  Europe  on  Government  work,  and  Mr.  G.  M. 
Bugniazet,  vice  president  of  the  International  Brotherhood  of 
Electrical  Workers,  was  appointed  to  act  in  his  stead  as  a  member 
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of  the  board  during  his  absence;  IVIr.  G.  W.  Pring  being  elected 
acting  vice  chairman  in  the  absence  of  Mr.  McNulty. 

Regular  meetings  of  the  board  began  on  Tuesday,  July  2,  1918, 
and  have  been  held  practically  continuously  from  that  date. 

The  board  to  date  has  had  147  controversies  presented  to  it  for 
adjustment  and  has  rendered  128  decisions.  The  board  has  been 
obliged  to  hold  up  some  of  the  cases  pending  decisions  of  the  Board 
of  Railroad  Wages  and  Working  Conditions,  and  others  pending  fur- 
ther information  from  the  parties  to  the  controversies. 

In  addition  to  the  controversies  above  referred  to,  the  board  has 
had  considerable  correspondence  both  with  the  railways  and  the 
grafts,  endeavoring  to  guide  them  right  in  the  presentation  of  matters 
which  would  properly  come  before  this  board,  there  seemingly 
having  been  more  or  less  misunderstanding  on  the  part  of  both  the 
railways  and  the  crafts  as  to  how  the  controversies  should  be  prop- 
erly submitted.  At  this  date  there  seems  to  be  a  better  under- 
standing on  the  part  of  both  the  railways  and  the  crafts,  and  the 
controversies  are  reaching  us  in  very  much  better  shape. 

The  decisions  of  this  board  are  based  on  the  orders  of  the  Director 
General  of  Railroads  and  agreements  between  the  crafts  and  the 
railroads,  and  as  almost  every  railroad  had  a  different  agreement 
with  the  crafts  on  their  respective  lines  it  was  necessary  for  this 
board  to  make  a  careful  collection  and  compilation  of  the  agree- 
ments in  force  on  the  various  railroads. 

While  much  time  has  been  expended  in  considering  some  of  these 
■controversies,  it  is  felt  that  on  the  whole  it  was  well  spent,  and, 
so  far  as  the  board  is  aware,  its  decisions,  taken  as  a  whole,  have 
met  with  the  approval  of  both  the  railroads  and  the  crafts. 

It  is  further  felt  that  the  creation  of  this  board  has  had  a 
stabilizing  effect  as  between  the  railway  employees  and  railway 
employers. 

During  the  first  two  months  of  the  existence  of  this  board  the 
controversies  were  slow  in  reaching  the  board,  owing  to  the  fact 
that  aU  concerned  had  not  yet  become  familiar  with  the  manner  in 
which  these  matters  should  be  submitted. 

RAILWAY  BOARD  OF  ADJUSTMENT  NO.  3. 

General  Order  No.  53  created  Railway  Board  of  Adjustment  No.  3 
under  date  of  November  13,  1918.  The  board  was  organized  in 
accordance  with  the  order,  consisting  of  the  following  members: 

Mr.  II.  A.  Kennedy  (chairman),  terminal  manas^er,  Twin  Cities. 
Mr.  T.  H.  Gerrey  (vice  chairman),  vice  president  Brotherhood  of  United  Mainte- 
nance of  Way  Employees. 
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Mr.  S.  N.  Harrison,  receiver,  Wisconsin  <k  Michiti^an  Railroad. 

Mr.  F.  Ilartenstien,  superintendent  Washin,c;ton  Terminal. 

Mr.  E.  A.  Gould,  formerly  general  manager  Cincinnati,  Hamilton  &  Dayton  Rail- 


way. 

Mr.  G.  E.  Kipp,  vice  president,  Order  of  Railroad  Telegraphers. 

Mr.  W.  A.  Titus,  vice  president,  .Switchmen's  Union. 

Mr.  Richard  P.  Dee,  vice  grand  president,  Brotherhood  of  Railway  Clerks. 

But  one  case  has  been  submitted  to  the  board,  upon  which  no 
action  has  been  taken  (Dec.  1,  1918)  due  to  additional  information 
being  reauired. 

WOMEN'S  SERVICE  SECTION,  SEPTEMBER  1  TO  DECEMBER  1,  1918. 

This  section  was  created  August  28,  with  Miss  PauHne  Goldmark 
as  manager,  to  "give  consideration  to  conditions  of  employment  of 
women  on  railroads  under  Federal  control^" 

In  view  of  the  growing  importance  of  women  in  the  railroad  serv- 
ice and  the  diverse  problems  which  follow  their  introduction  in  a 
new  field  of  industry,  it  was  deemed  advisable  to  create  this  special 
agency.  For  the  first  time  women  were  entering  new  occupations 
side  by  side  with  men,  and  it  was  important  to  determine  whether 
such  work  was  suited  to  their  strength  and  aptitudes,  or  whether  it 
was  too  heavy  or  performed  under  undesirable  conditions.  If  this 
proved  to  be  the  case,  then  it  would  be  necessary  to  discontinue  their 
employment  in  certain  occupations  and  to  transfer  them  to  other 
more  suitable  fields.  Moreover,  there  was  need  of  more  careful  pro- 
vision of  the  comfort  facilities  which  were  often  overlooked  when 
women  took  the  place  of  men.  And  finally,  it  was  important  to 
insure  observance  of  wage  orders  giving  women  the  same  rate  of 
pay  as  men  for  the  same  class  of  work. 

NUMBER    OF    WOMEN    EMPLOYED    IN    THE    RAILROAD    SERVICE. 

The  first  statistics  of  the  number  of  women  employed  in  the  rail- 
road service  were  collected  as  of  January  1,  April  1,  July  1,  and 
October  1 ,  and  showed  the  following  increases : 

Table  I. — Number  of  women  employed  by  the  railroads  according  to  territory. 

[First-class  roads.) 


Jan.  1. 

Apr.  1. 

July  1. 

Oct.  1. 

Eastern  territory 

32,049 
6,332 
22, 174 

34,938 
6,937 
23,979 

45,702 
8,724 
27,944 

54,466 

Southern  territory 

11  447 

Western  territory 

35,383 

Total 

60,555 

65,854 

82,370 

101,296 
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Further  classification  according  to  occupations  follows: 

Table    II  •. — Number  of  women  employed  by  the  railroads  according   to  character  of 

occupation. 

[First-class  roads.) 

SUMMARY   OF   EASTERN,  SOUTHERN,  AND   WESTERN   TERRITORY,    1918. 


Classes  of  employees. 


Attendants 

Bridge  tenders 

Car  department 

Clerical  or  semiclerical 

Cleaning 

Elevator  operators 

Messenger  service 

Personal  service .'. . 

Roundhouse  work 

Shopwork 

Signal  service 

Station  agents,  assistants,  agent-operators 

Supervisors  of  women  employees 

Switch  tenders  and  other  yard  work 

Telegraph  operators 

Telephone  operators  (train  orders,  blocking,  etc.) 

Track  work 

Train  service 

Warehouse  and  docks  (includes  trucking) 

Watch  women 

other  service 

Grand  total 


Jan.  1. 


807 

2 

381 

47,192 

3,492 

16 

359 

2,187 

354 

1,392 

36 

379 

52 

10 

1,538 

1,385 

60 

24 

324 

204 

361 


60,555 


Apr.  1. 


934 

6 

421 

51,468 

3,666 

15 

430 

2,300 

397 

1,443 

40 

426 

52 

18 

1.693 

1,322 

133 

30 

420 

232 

408 


65, 854 


July  1. 


1,443 
11 

928 

61,320 

4,632 

34 

557 

2,480 

923 

3,178 

186 

300 

78 

17 

2,158 

1,729 

817 

71 

792 

293 

423 


82,370 


Oct.  1. 


2,390 

12 

684 

73,285 

5,555 

97 

73. 

2,796 

1,365 

5,091 

220 

377 

113 

50 

2,396 

2,6ia 

872 

100 

1,461 

518 

565 


101,298 


I  Further  subdivisions  of  this  table  appear  as  Appendix  1. 

The  greatest  number,  as  might  be  expected,  are  employed  in  the 
clerical  and  semiclerical  occupations.  Of  the  101,296  employed 
October  1,  1918,  73,285  were  working  as  clerks  of  all  kinds,  stenog- 
raphers, accountants,  comptometer  operators,  etc.  In  this  class 
are  employed  for  the  first  time  numerous  ticket  sellers  and  bureau  of 
information  clerks.  They  were  found  well  fitted  for  this  type  of 
work,  and  special  instruction  agencies  w^ere  opened  by  the  Govern- 
ment in  several  cities  to  give  them  the  necessary  training. 

The  next  largest  group  of  5,555  appears  in  woman's  traditional 
occupation  of  cleaning.  They  clean  stations,  offices,  etc.,  and  are 
employed  in  the  yards  to  clean  coaches  and  Pullman  cars,  both  inside 
and  outside.  For  the  first  time,  beginning  about  a  year  and  a  half 
ago,  they  were  engaged  to  do  the  heavier  work  of  wiping  locomotives 
in  the  roundhouse.  These  engine  wipers  increased  from  215  in 
January  to  881  in  October.  Roundhouse  w^ork  of  all  kinds  em- 
ployed 354  January  1  and  1,365  October  1. 

In  personal  service,  including  work  in  dining  rooms  and  kitchens 
as  matrons,  jani tresses,  laundresses,  and  hospital  nurses,  there  were 
2,796  employed  October  1. 

In  railroad  shops,  women  entered  the  greatest  variety  of  new 
occupations.  Approximately  5,000  were  employed,  ranging  from 
common  laborers  to  skilled  mechanics,  earning  the  machinist's  or 
carmen's  rate  of  pay. 

Only  100  women  were  found  in  actual  train  service. 
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The  variety  of  occupations  is  surprising.  One  of  the  railroads 
reports  the  employment  of  women  in  99  different  positions. 

The  following  list  covers  in  general  the  occupations  in  which  women 
are  employed  outside  the  clerical  and  semiclerical  and  common  labor: 

Turntable  operators. 

Packers  of  journal  boxes. 

Attendants  in  tool  rooms  and  storerooms. 

Telegraphers  and   telephoners  in  block-signal  work  (including  interlocking 

switches). 
Lever  women  in  signal  towers. 
Checkers  in  freight  houses. 
Car  clerks. 

Operators  on  bolt-threading  machines. 
Operators  on  nut-tapping  machines. 
Operators  on  car-bearing  machines. 
Operators  on  turret  lathes. 
Operators  on  angle-cock  grinders. 
Hammer  operators. 
Crane  operators. 

Air-brake  cleaners,  repairers,  and'  testers. 
Electric  welders. 

Oxy-acetylene  cutters  and  welders. 
Core  makers. 

ORGANIZATION    OF    THE    W^OMEn's    SERVICE    SECTION. 

In  order  to  get  first-hand  information  as  to  actual  conditions  under 
which  women  were  working,  four  field  agents  were  appointed  on 
the  staff  of  the  Women's  Service  Section  (Miss  Rose  Yates,  Massa- 
chusetts; Miss  Edith  R.  Hall,  New  York;  Miss  Helen  Ross,  Missouri; 
and  Miss  Florence  E.  Clark,  Indiana).  They  were  engaged  early  in 
October  and  have  been  occupied  approximately  six  weeks  in  making 
field  inspections. 

The  general  directions  for  the  employment  of  women  were  given  in 
General  Order  No.  27,  Article  V,  as  follows:  (1)  That  where  women  are 
employed  "their  working  conditions  must  be  healthful  and  fitted  to 
their  needs";  (2)  that  "the  laws  enacted  for  the  government  of  their 
employment  must  be  observed";  and  (3)  "their  pay,  when  they  do 
the  same  class  of  work  as  men,  shall  be  the  same  as  that  of  men."  To 
insure  that  these  general  directions  are  being  observed  by  the  rail- 
roads is  the  special  function  of  the  Women's  Service  Section.  The 
scope  of  its  work,  therefofe,  includes  supervision  of  all  the  factors 
affecting  the  industrial  welfare  of  the  women  employees. 

The  field  agents  are  reporting  on  the  exact  character  of  labor 
required,  the  suitability  of  the  work,  and  the  environment,  including 
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dressing,  wash  room  and  toilet  facilities.  They  are  also  determining 
whether  State  labor  laws  as  to  hours  of  work  are  being  observed  and 
wliether  the  correct  rates  are  being  paid,  insuring  equal  pay  for  equal 
work  irrespective  of  sex. 

On  a  number  of  roads  a  systematic  survey  of  all  the  various  occupa- 
tions in  which  women  are  used  has  been  carried  out  or  is  in  process  of 
being  carried  out.  No  uniform  method  of  inspection  has  been 
adopted.  For  the  most  part,  special  types  of  work  in  which  there  is 
apparent  need  of  readjustment  have  been  selected  for  investigation. 
Special  reports  have  accordingly  been  made  on  the  employment  of 
women  as  truckers,  as  parcel-room  attendants,  as  block  operators 
m  signal  towers,  and  also  on  certain  occupations  which  involve  ex- 
posure to  weather  and  undue  physical  strain,  such  as  loading  and  un- 
loading lumber,  iron,  etc.  Further  special  attention  has  been  given 
to  complaints  of  the  incorrect  classification  of  women  under  the 
wage  orders.  The  Women's  Service  Section  presents  complaints  and 
questions  needing  correction  to  the  proper  oflicials  and  in  most  in- 
stances has  secured  the  necessary  changes  and  adjustments  on  the 
presentation  of  the  facts. 

DATA    FROISI    FIELD    INSPECTIONS. 


The  number  of  field  inspections  made  by  the  Women's  Service 
Section  amount  to  407.  This  covers  the  employment  of  3,590 
women. 

Inspections  have  been  made  in  1 1  States  and  the  District  of  Colum- 
bia. Practically  all  the  occupations  in  which  women  are  employed 
are  herein  included,  so  that  the  data  secured  in  these  inspections  can 
be  considered  representative  of  general  conditions  of  employment. 

Table  III. — Employment  of  3,590  women  according  to  class  and  hours  of  work. 


Total 
number 
women. 

Hours  of  work  per  week. 

48  or  less. 

49  to  54. 

55  to  60. 

61  or 
more. 

Attendants 

118 

60 

2,140 

411 

130 

141 

335 

123 

18 

84 

5 

25 

58 

3 

2,023 

207 

120 

68 

18 

0 

0 

2 

4 

20 

48 

32 

76 

57 

3 

6 

148 

7 

0 

30 

0 

3 

8 

9 

30 

20 

3 

0 

161 

47 

18 

SO 

0 

1 

4 

Car  department 

16 

Clerical  workers 

11 

Cleaners 

127 

Personal  service 

4 

Roundhouse 

67 

Shop  work 

S 

Block  operators 

69 

Track  work 

0 

Warehouse  and  docks 

2 

Watch  women 

1 

other  service 

1 

Total 

3,590 
100 

2.523 
70.3 

410 
11.4 

347 
9.7 

310 

Per  cent 

8.6 
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Table  IV. — Number  0/  women  according  to  age  and  night  work. 


Total 
number. 


Day- 
work. 


Night 
work. 


Per  cent. 


Number  of  women 

Number  of  women  under  21 . 


3,590 
963 


3,267 
914 


323 
49 


8.99 
5.08 


The  323  women  here  enumerated  as  employed  at  night  were  not 
emploj'ed  for  overtime  but  on  regular  night  shifts,  beginning  or  ending 
between  6  p.  m.  and  6  a.  m.  For  the  most  part  these  shifts  ended  at 
midnight,  12.30,  1.30,  2,  2.30,  3,  5.30.  7,  9,  or  10  a.  in.  Block-signal 
operators,  coach  cleaners,  and  scrub  women,  as  well  as  clerks  in 
roundhouses,  are  ])redominatingly  represented  among  these  night 
workers. 


Table  V. — Xinnber  of  employees  having  no   regular  urekly 

clashes  of  work. 


of  rest  according  to 


(Attendants 

Car  depiirtment 

Cleru'al  work 

Cleaners 

I'ersonil  service 

Roundhouse  work 

Shopwork 

Block  operators  (telegraph  and  telephone;. 

Track  work 

Warehouse  and  docks 

Watch  women 

Other  service 


Total. 


Number 
vvorkine  7 
days  week. 


2 
3 

41 
128 
71 


Total 
number  of 
employees. 


118 

CO 

,140 

411 

130 

141 

335 

123 

IS 

84 


3,  590 


Per  cent. 


1.7 

5.0 

2.1 

31.1 

.54.6 
40.4 


100.0 


1.2 
CO.O 
4.0 


This  group  of  433  women  is  scheduled  to  work  365  days  a  year. 
Classified  according  to  hours  of  labor,  they  are  distributed  as  follows : 

Table  VI. — Number  of  employees  ivorking  seven  days  a  week  according  to  hours  per  week 

and  hours  on  Sunday. 


Hours  of  work.                | 

Number  of 
employees. 

Per  week. 

On  Sunday. 

54  hours 

81 

and  under. 

5J  to  6.1 

8.5 

50 

8 

11 

60 

t) 

80 

03 

9 

1 

66i 

9* 

1 

68 

lOi 

158 

70 

10 

2 

77 

11 

1 

80i 

Hi 

15 

84 

12 

In  connection  with  these  statistics,  it  should  be  said  that  the 
excessive  length  of  hours  has  been  brought  to  the  attention  of  the 
officials  and  steps  are  being  taken  to  reduce  them. 
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WOMEN    REMOVED    FROM    UNSUITABLE    OCCUPATIONS. 

It  became  apparent  several  months  ago  that  the  employment  of 
women  in  certain  occupations  was  objectionable.  Their  use  as 
section  laborers,  for  instance,  was  judged  by  the  Director  General  to 
be  unsuitable  owing  to  the  heavy  work  and  to  the  surroundings, 
women  and  young  girls  being  employed  in  gangs  with  men  along  the 
tracks  at  long  distances  from  any  house  or  station. 

Objection  was  also  taken  to  the  employment  of  women  as  truckers 
in  depots  and  warehouses  on  account  of  the  excessive  physical  exertion 
required.  In  view  of  the  wages  now  paid  it  was  believed  possible  to 
secure  men  and  to  transfer  the  women  to  some  class  of  work  suitable 
to  their  strength  and  with  proper  regard  to  their  health.  The 
railroads  were  accordingly  asked  by  the  Director  General  to  discon- 
tinue their  employment  both  as  section  laborers  and  as  truckers,  Sep- 
tember 27,  1918. 

Similarly,  the  work  of  calling  train  and  engine  crews  was  not 
approved  for  women  (Nov.  7,  1918).  The  service  requires^  that  the 
caller  must  find  the  train  or  engine  man  for  whom  she  is  looking, 
who  is  often  asleep  at  his  home,  hotel,  or  boarding  house  or  caboose, 
where  he  must  be  awakened  and  his  signature  secured  as  acknowl- 
edging the  call.  For  obvious  reasons  the  raih'oads  were  requested 
to  dismiss  women  from  this  occupation. 

Under  these  orders,  on  one  railroad  emplo3ring  more  than  2,000 
women,  223  employed  as  laborers  and  193  employed  as  truckei^s  were 
transferred  to  other  jobs  or  dismissed.  Another  railroad  which  in 
August  employed  145  truckers  has  now  entirely  given  up  this  form 
of  work  for  women.  The  full  cooperation  of  the  railroad  officials 
has  been  secured  in  making  these  important  changes. 

IMPROVEMENT    OF    COMFORT    FACILITIES 

The  sudden  growth  in  the  number  of  women  employed  has  not 
always  been  accompanied  by  proper  supervision  for  health  and 
comfort.  It  has  therefore  proved  necessary  in  many  places  to  secure 
better  equipment  and  improvement  of  conditions  of  employment. 
One  special  hardship  has  been  the  inaccessible  location  of  toilets^ 
sometimes  entailing  a  long  walk  out  of  doors.  In  one  case,  girls 
were  obhged  to  walk  800  feet  across  the  yards  to  reach  the  toilet ;  in 
another  case  there  was  until  recently  no  toilet  nearer  the  roundhouse, 
where  women  were  employed,  than  a  station  an  eighth  of  a  mile  away. 
This  is  reached  only  by  crossing  busy  traclvs  or  by  mounting  a  long 
flight  of  steps  to  the  yard  bridge.  Girls  employed  in  an  outl^ang 
storehouse  in  another  yard,  are  obliged  to  walk  about  three  city 
blocks  to  reach  the  nearest  facilities. 
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In  still  other  cases  o})erators  who  are  on  ni(2;ht  duty  have  had  no 
toilet  available  at  all,  as  the  station  was  locked  and  no  key  was 
provided;  or  else  the  woman  or  girl  feared  to  go  alone  into  a  deserted 
and  unlighted  station  and  unlock  tlie  door  for  herself. 

These  are  only  a  few  of  the  instances  which  have  come  to  the 
attention  of  the  Railroad  Administration  through  the  Women's  Serv- 
ice Section.  Some  toilets  are  not  properly  separated  from  the  offices 
or  workrooms;  many  are  poorly  kept,  and  in  one  case  a  trough  closet 
with  unscreened  seats  was  provided,  which,  though  intended  for 
women  and  so  marked,  was  sometimes  used  by  men  as  well. 

These  conditions  have  been  remedied  or  are  in  process  of  being 
remedied,  but  there  is  no  doubt  that  women  are  still  suffering  hard- 
ships of  this  kind  for  which  there  is  no  legitimate  excuse. 

Less  serious  from  the  point  of  view  of  health  but  still  harmful 
is  the  failure  to  provide  dressing  and  wash  rooms.  After  working 
in  a  roundhouse  or  shop,  in  the  yards,  or  even  after  cleaning  coaches, 
a  woman  should  be  given  a  place  where  she  can  wash  up  and  change 
her  clothes  before  going  home.  The  new  practice  of  wearing  uni- 
forms, w-hich  should  be  encouraged  as  a  safety  measure  for  all  posi- 
tions except  the  clerical,  makes  it  indispensable  to  provide  these 
accommodations.  For  lack  of  them,  women  have  been  found 
changing  their  clothes  in  unsuitable  places  and  without  the  neces- 
sary privacy.  The  failure  to  provide  accommodations  has  been 
complained  of  by  a  number  of  self-respecting  workers,  and  their 
grievance  was  held  to  be  justified. 

There  should  be  ho  evasion  of  the  responsibilities  of  making  proper 
provision  for  them  if  they  are  employed  at  all.  The  above  facts 
make  clear  the  advisability  of  employing  women  in  groups  rather 
than  alone  or  in  twos  or  threes,  as  is  now  often  the  case.  I  The 
expense  and  difficulty  of  providing  facilities  for  them  is  thus  brought 
down  to  a  minimum,  and  conditions  of  employment  can  be  made 
decent  and  safe. 

STEPS    TAKEN    TO    REDUCE    DANGERS    OF    NIGHT    WORK. 

Recently  the  Women's  Service  Section  received  inquiries  whether 
women  might  be  employed  on  night  shifts  as  watch  women.  Owing 
to  seniority  rights  among  railroad  employees,  the  last  comers  are 
given  the  most  undesirable  hours.  The  position  was  taken  that 
older  men  who  may  be  incapacitated  for  more  active  work  should 
be  emplo3'ed  on  these  shifts  and  the  employment  of  women  restricted 
to  the  daytime.  Where  women  have  been  found  working  in  iso- 
lated positions  at  night  in  roundhouses  or  telephone  offices  the 
moral  hazards  have  made  it  necessary  to  secure  their  transfer, 
especial!}'  when  girls  are  cmplo^^ed,  to  daytime  shifts. 
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A  sorioiis  situation  was  found  in  one  special  class  of  work,  namely, 
block  oporatins;  in  signal  towers.  An  investigation  of  198  girls 
and  women  so  employed  shows  the  following: 

Table  VII. — Employment  of  women  as  block  operators,  according  to  age  and  day  and 

night  work. 


Pav 
Number  of  women.  work 


Under  21  years  of  age. 
Over  21  years  of  age... 


Total. 


Night 
work. 


'51 

98 


149 


Total. 


66 
132 


'  Five  girls  17  and  IS  years  of  age  included. 

The  hours  of  work  run  from  52^-  per  week  to  70.  One  woman  was 
employed  77  hours,  but  by  far  the  greater  number  were  on  duty  63 
hours.     All  work  seven  days  a  week,  thus  averaging  9  hours  a  day. 

In  order  to  understand  the  full  significance  of  these  figures  it  should 
be  explained  that  most  of  the  operators  work  in  lonely  towers  and 
stations  at  a  distance  from  towns  or  houses.  MgCny  have  been  camp- 
ing out  in  box  cars  next  to  their  towers — tw6-  or  three  young  girls 
thus  live  alone,  sometimes  in  very  isolated  surroundings.  ,  There  have 
been  two  well-authenticated  accounts  of  attacks  upon  girl  operators 
at  night  by  men  marauders.  This  is  clearly  not  suitable  work  for. 
young  women  unless  they  are  fully  protected  at'all  times.  Such  pro- 
tection must  in  future  be  assured  or  women  dismissed  from  work 
requiring  such  unsuitable  living  and  working  conditions. 

Objection  has  been  made  to  the  employment  of  girls  under  21  as 
cleaners  in  the  yards  at  night  as  involving  moral  hazards  which  would 
not  be  tolerated. 

OPINIONS  SECURED  AS  TO  WOMEN 'S  ABILITIES  IN  VARIOUS  OCCUPATIONS. 

The  opinions  of  officials  as  to  women's  abilities  in  the  various  lines 
of  work  are  important  as  indicating  the  future  place  of  women  in  the 
railroad  service. 

It  appears  that  whenever  women  have  been  given  proper  instruc- 
tions they  have  proved  their  value  in  practically  all  the  clerical  and 
semiclerical  occupations.  Old  prejudices  are  rapidly  disappearing, 
and  they  are  being  recognized  by  many  officials  as  a  permanent  addi- 
tion to  the  labor  force.  Many  superintendents  and  chief  clerks  report 
that  they  are  careful  and  conscientious,  as  well  as  capable  of  obtaining 
a  good  grasp  of  the  scope  of  the  work. 

In  the  shops,  too,  there  is  evidence  that  women  have  been  equal  to 
the  new  jobs,  not  only  in  processes  requiring  little  skill  but  in  some 
of  the  trades  caUing  for  a  high  degree  of  intelligence  and  training. 
They  are,  for  instance,  doing  electric  welding,  having  advanced  from 
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flat  work  to  welding  of  all  kinds.  They  are  also  doing  oxy-acetylene 
burning  and  welding.  In  one  shop  20  welders  are  employed.  The 
fact  that  some  are  earning  the  full  mechanic's  rate  is  proof  of  their 
proficiency. 

They  are  also  cleaning  and  repairing  and  testing  air-brake  equip- 
ment. In  one  shop  three  young  women  have  full  charge  of  all  the 
triple-valve  work  in  emergency  repairs.  They  are  giving  satisfaction 
without  the  help  of  any  man  operator.  This  exceptional  achievement 
is  the  result  of  careful  training  and  the  selection  of  the  proper  type  of 
worker,  as  well  as  a  real  desire  to  develop  women  as  a  new  source  of 
labor.  They  have  responded  to  this  treatment,  take  pride  in  their 
work,  and  are  doing  it  well.  The  shop  foreman  says  that  he  would 
1)6  willing  to  match  the  three  girls  in  his  shop  against  any  three  men 
in  the  country,  and  he  considers  the  tester  by  all  odds  the  most  skillful 
in  the  division.  Similar  opinion  was  expressed  by  the  superintendent 
of  motive  power,  by  whose  order  the  experiment  of  placing  women  in 
charge  of  this  shop  was  tried.  The  Federal  manager,  too,  commented 
favorably  on  their  performance. 

Another  set  of  workers  who  have  done  well  are  the  box  packers. 
Of  one  group  the  master  mechanic  says  that  he  considered  their 
work  entirely  satisfactory.  The  car-shop  foreman  says  that  he 
considers  their  work  just  as  reliable  as  that  of  any  man;  in  fact, 
more  carefully  done.  "They  take  more  interest  and  are  more  im- 
pressed with  the  harm  likely  to  result  from  neglect." 

Regarding  women  as  turntable  operators,  general  satisfaction  is 
expressed  by  the  officials  of  several  roads.  One  operator,  for  instance^ 
is  reported  as  keeping  herself  posted  on  the  order  in  which  the  engines 
are  scheduled  to  go  out,  and  moving  the  table  into  readiness  in  ad- 
vance of  the  signal.  A  foreman  said  of  her  that  she  was  far  superior 
to  any  man  they  had  ever  had  in  being  always  on  the  job,  alert  to 
any  emergency,  and  generally  intelligent  in  her  work.  The  district 
superintendent  remarked  that  for  the  first  time  in  the  history  of  the 
road  the  engines  were  going  out  exactly  on  time.  Of  the  operator 
on  another  turntable  he  said,  "Look  at  that  turntable  operator,  for 
instance,  she's  right  on  the  job  when  sh'e's  needed,  pleasant  to  every- 
body and  instead  of  standing  in  a  muck  of  dirt  and  tobacco  she's 
got  the  place  cleaned  out  trim  and  tidy." 

With  respect  to  common  laborers,  there  is  wide  diversity  of  opinion 
depending  upon  the  kind  of  women  employed.  In  the  lighter  job  of 
cleaning  the  tracks,  sweeping  cinders,  and  collecting  scrap,  many 
older  women  who  are  no  longer  vigorous  have  been  emploj^ed,  but 
admittedly  only  as  a  war-time  expedient,  as  they  can  not  be  depended 
on  for  long-continued  effort.  From  many  quarters  there  have  been 
complaints  of  the  unsatisfactory  character  of  the  work.     This  may 
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in  part  be  due  to  the  lack  of  efficient  supervision,  the  women  often 
slacking  on  their  jobs  and  wasting  time. 

In  certain  localities,  foreign  women  of  peasant  type  and  especially 
the  colored  women  have  succeeded  in  doing  very  heavy  lifting  and 
carrying.  But  on  the  whole  it  is  true  of  the  women  laborers  that 
their  work  involves  too  great  muscular  exertion.  They  have  handled 
lumber,  loading  and  unloading  it  in  the  yards,  sometimes  handling 
lengths  weighing  100  to  200  pounds.  They  have  also  lifted  great 
weights  of  scrap  iron.  Work  of  this  kind  should  undoubtedly  be 
discontinued  not  only  because,  like  trucking,  it  involves  possible 
physical  injury,  but  also  because  women  are  not  in  the  long  run 
able  to  measure  up  to  the  work  and  carry  it  on  effectively.  Thf 
same  criticism  is  made  oi  women  as  attendants  in  parcel  rooms  on 
account  of  the  great  amount  of  lifting  required.  As  soon  as  men  are 
available  for  these  positions  women  will  be  shifted  to  other  work. 

On  the  railroads,  as  elsewhere  in  industry,  the  women  of  the 
United  States  when  the  war  began  did  not  feel  the  obligation  ex- 
perienced in  England  to  leave  their  wonted  occupations  and  take  the 
places  of  men.  Though  some  women  were  undoubtedly  influenced 
by  the  opportunity  for  patriotic  service,  the  attraction  for  the  most 
part  lay  in  the  high  wages  that  were  offered.  About  a  year  and  a 
half  ago,  before  the  railroads  were  put  under  Federal  control,  women 
were  first  engaged  on  account  of  th(  shortage  of  labor  and  also  because 
they  could  be  obtained  for  less  pay  than  men.  The  wage  orders  of 
the  Railroad  Administration  have  put  an  end,  however,  to  this  under- 
cutting of  men's  wages. 

It  may,  in  general,  be  said  that  a  fine  class  of  women  have  been 
secured.  In  most  cases  they  have  received  wages  higher  than  any 
previously  earned  by  women  except  in  positions  of  much  responsi- 
bility or  those  requiring  special  skill.  The  women  are  eager  to  remain 
with  the  railroads,  as  they  have  shown  by  their  anxiety  to  retain 
their  positions  and  share  in  all  the  privileges  of  the  service.  They 
appreciate  the  recognition  given  by  the  Government  to  the  labor  of 
women,  especially  the  equality  of  wages  assured  to  them. 
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Number  of  women  employed  and  character  of  employment  by  aubdivisiona  for  dates  of 
Jan.  1,  Apr.  1,  July  1,  and  Oct.  1,  1918. 

[Class  1  Roads.] 

EASTERN,  SOUTHERN,  AND  WESTERN  TERRITORY. 


Class  of  employees. 

Jan.  1. 

Apr.  1. 

July  1. 

Oct.  1. 

1.  Attendants: 

Bureau  of  information 

29 
31 
290 
376 
38 
43 

31 
30 
334 
450 
45 
44 

30 
68 
346 
808 
69 
122 

84 

Parcel  room 

81 

Station 

490 

Storeroom 

1,464 

Tool  room 

68 

Other  attendants 

203 

Total 

807 

934 

1,443 

2,390 

2.  Bridge  tenders: 

Day  work 

2 

6 

11 

\\ 

Night  work 

1 

Total 

2 

6 

11 

12 

3.  Car  department: 

Coach  and  car  carpenters,  helpers,  and  apprentices 

35 

86 
3 
28 

51 

92 

3 

29 

46 
88 
13 

81 

1 

104 

595 

65 

Coach  and  car  equipment  painters 

52 

Coach  and  car  inspectors 

46 

Pattern  makers,  helpers,  and  apprentices 

3 

Upholsterers  and  seamstresses 

98 
131 

109 
137 

124 

Other  car  work. . .        

394 

Total 

381 

421 

928 

684 

Accountants          

428 

41, 868 

118 

784 

3,994 

461 

45,356 

140 

843 

4,668 

700 

53, 786 

221 

1,234 

5,379 

767 

65,305 
373 

Ticket  sellers  and  clerks 

1  576 

Other  office  clerks  (including  telephone  work  but  excepting 
telephone  train  operation) 

5,264 

Total 

47, 192 

51.468 

61,320 

73,285 

Car  cleaners  (inside) 

1,791 
430 

1,151 
55 
65 

1,888 
449 

1,155 
108 
66 

2,644 
590 

1,101 
179 
118 

'3,704 

Car  cleaners  (outside) 

Stations  and  offices 

1,286 
284 

Other  cleaners 

281 

Total 

3,492 

3,666 

4,632 

5,555 

16 

15 

34 

97 

7.  Messenger  service: 

356 
3 

423 
7 

553 

4 

727 

Night  work 

9 

Total 

359 

430 

557 

736 

8.  Personal  service; 

Cooks,  dishwashers,  stewardesses,  waitresses 

1,170 
859 
158 

1.229 
915 
156 

1,188 

1,149 

143 

1,478 
1,128 

Janitresses,  maids,  and  i  natrons 

Other  service 

190 

Total 

2,187 

2,300 

2,480 

2,796 

Calling  crews 

17 
29 
73 
20 
215 

16 

28 

76 

35 

242 

40 

26 
120 

16 
683 

38 

66 

Cleaning  headlights  and  lanterns 

20 

Roundhouse  clerks 

204 

Supplying  engines 

27 

1.000 

Turntable  operators 

48 

Total 

354 

397 

923 

1,365 

>  Including  outside. 
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Number  of  ivomen  employed  and  character  oj  employment  by  subdivisions  for  dates  oj 
Jan.  1,  Apr.  1,  July  1,  and  Oct.  1,  ^9/5— Continued. 

iClass  1  Roads— Continued. I 

EASTERN,   SOUTHERN,    AND  WESTERN  TERRITORY— Continued. 


Class  of  employees. 


10.  Shopwork: 

Black^smiths,  helpers,  and  apprentices 

Boilermakers,  helpers,  and  apprentices - 

Coppersmiths,  sheet-metal  workers,  pipe  fitters,  helpers, 

and  apprentices - 

Electricians,  helpers,  and  apprentices 

Laborers  (inside  work) 

Laborers  (outside  work) 

Machinists,  helpers,  and  apprentices 


Total . 


11.  Signal  service: 

Maintenance 

Manipulation  (daywork) . . . 
Manipulation  (night  work). 


Total. 


12.  Station  agents,  assistants,  and  agent  operators  . 

13.  Supervisors  of  women  employees 

14.  Switch  tenders  and  other  yard  work 


16.  Telegraph  operators: 

Daywork 

Night  work 


Jan.  1. 


18 

49 

.389 

318 


1,392 


36 


379 


10 


1,153 
385 


Apr.  1. 


9 

26 

646 

4:33 

323 


1.'143 


426 


Total. 


16.  Telephone  operators  (train  orders,  Mocking  and  reporting 
trains): 

Daywork 

Night  work 


Total. 


17.  Track  work: 

Ballast  trimmers 

Cutting  and  pulling  weeds  and  other  right-of-way  cleanng. 

Repairing  track 

Other  track  work 


Total 

18.  Train  service . 


19.  Warehouse  and  docks: 

Billing  and  report  clerks 

Pushing  trucks  and  handling  freight. 
Yard  clerks  (outside  work) 


Total. 


1,538 


1,219 

474 


July  1. 


26 
4 

14 

27 

1,558 

1,203 

346 


Oct.  1. 


3,178 


174 


186 


300 


1,501 
657 


1,693 


998 
387 


1,385 


150 
96 

78 


20.   Watch  women: 

Crossings  (daywork) 

Crossings  (night  work) 

Other  watch  women  (daywo  •-  k) . . , 
Other  watch  women  (night  ^'ork). 


Total. 


12.  Other  service: 

Pumpers 

Mail  carriers  and  librarians. 
Miscellaneous  employees . . . 


324 


186 

2 

16 


,S89 
433 


1,322 


133 


30 


166 
189 
65 


204 


16 
'345' 


361 


Total 

Grand  total 60,555 


214 

2 

15 

1 


2,158 


1.260 
469 


1,729 


84 
192 

51 
490 


817 


412 
319 
61 


792 


269 

1 

21 

2 


19 
'389 


293 


23 

18 
382 


518 


32 
21 

512 
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Senator  Underwood.  Mr.  Chairman,  if  the  administraticMi's 
testimony  is  through,  I  would  suggest  that  we  go  into  executi^'e 
session,  and  determine  what  we  shall  do  for  next  week. 

Senator  Townsend.  I  think  that  is  wise. 

The  Chairman.  1  was  just  following  out  the  program  already 
outlined.  All  in  favor  of  the  suggestion  for  an  executive  session 
say  "aye" — — 

Director  General  McAdoo  (interposing).  Mr.  Chairman,  before  you 
adjourn,  may  I  say  that  as  this  is  the  last  time  I  shall  have  the 
pleasure  of  appearing  before  this  committee  officially,  I  should  like 
to  take  advantage  of  the  opportunity  to  thank  you  all — as  I  do  most 
warmly — for  the  uniform  courtesy  and  consideration  you  have  shown 
me  throughout  my  term  of  office,  and  the  great  pleasure  it  has  given 
me  to  be  associated  with  you  in  all  of  the  large  tasks  that  we  have 
tried  to  work  out  together.  I  have  enjoyed  your  friendship  and  my 
intercourse  with  you  more  than  I  can  describe.  I  shall  keep  enshrined 
in  my  heart  the  memory  of  these  delightful  friendships,  and  shall 
follow  your  careers,  individually  and  collectively,  with  genuine 
solicitude  and  interest.     [Applause.] 

The  Chairman.  Mr.  Secretary,  I  think  I  voice  the  sentiments  of 
this  committee  and  of  the  body  that  I  in  part  represent,  when  I  say 
that  you  carry  the  confidence  and  esteem  of  all  of  us,  in  the  work 
that  you  have  done,  and  in  the  very  patriotic  and  able  manner  in 
which  you  have  met  the  great  problems  that  have  confronted  you. 
[Applause.] 

Director  General  McAdoo.  Thank  you,  sir. 

(Whereupon,  at  12.23  o'clock,  the  committee  went  into  executive 
session,  and  at  12.30  o'clock  p.  m.  adjourned  until  Monday,  January 
6,  1919,  at  10  o'clock  a.  m.) 
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MONDAY,  JANUARY  6,   1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington,  D.  C. 
The  committee  met,  pursuant  to  adjournment,  in  room  410,  Senate 
Office  Building,  at  10  o'clock  a.  m.,  Senator  Ellison  D.  Smith  (chair- 
man) presiding. 

Senator  Townsend.  I  move  you,  Mr.  Chairman,  that  in  deference 
to  the  memory  of  Col.  Theodore  Koosevelt,  who  died  this  morning, 
the  committee  now  adjourn  until  to-morrow  morning. 
Senator  Pomerene.  I  second  that  motion. 
Senator  Watson.  I,  too,  second  that. 

The  Chairman.  It  has  been  moved  and  seconded  that,  out  of  re- 
spect to  the  memory  of  Col.  Theodore  Roosevelt,  whose  death  has 
been  announced  this  morning,  the  committee  stand  adjourned  until 
to-morrow  morning  at  10  o'clock. 

The  motion  was  unanimously  carried. 

The  Chairman.  It  is  so  ordered,  and  the  committee  stands  ad- 
journed until  Tuesday,  January  7, 1919,  at  10  o'clock  a.  m. 
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TUESDAY,  JANUABY  7,   1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce. 

Washington,  D.  G . 

The  committee  met  in  room  410,  Senate  Office  Building,  at  10 
o'clock  a.  m.,  pursuant  to  adjournment.  Senator  Ellison  D.  Smith 
(chairman)  presiding. 

The  Chairman.  The  committee  will  come  to  order. 

Mr.  Clark,  you  are  to  represent  the  Interstate  Commerce  Commis- 
sion in  this  investigation  by  the  Interstate  Commerce  Committee  in 
its  efforts  to  arrive  at  some  solution  of  the  problem  that  now  con- 
fronts us  with  respect  to  the  transportation  systems  of  this  country. 
We  have  operated  under  the  old  system,  and  we  have  had  now  this 
interim  of  Government  control.  We  now  desire  you  to  give  us  what 
information  you  have  with  reference  to  the  part  your  commission 
has  taken  under  both  systems,  so  that  we  may  have  the  viewpoint  of 
the  Interstate  Commerce  Commission  with  reference  to  the  two 
methods  used  thus  far. 

STATEMENT  OF  MR.  EDGAR  E.  CLARK,  OF  THE  INTERSTATE 
COMMERCE  COMMISSION. 

Senator  Watson.  Before  Mr.  Clark  begins,  I  would  like  the  privi- 
lege of  asking  whether  or  not  he  represents  the  views  of  the  commis- 
sion and  was  selected  for  that  purpose? 

Commissioner  Clark.  I  was  just  going  to  say.  Senator,  that  the 
commission  has  talked  these  matters  over  a  great  deal.  We  have  dis- 
cussed all  the  various  angles  that  have  occurred  to  us  or  that  have 
been  suggested  by  others,  and  I  have  here  a  memorandum  which 
represents  the  views  of  the  commission  with  the  exception  of  one 
member,  who  has  an  individual  addendum  to  the  memorandum, 
which  I  shall  present. 

Senator  Cummins.  The  unanimous  view  of  the  commission? 

Commissioner  Clark,  Yes,  sir;  so  far  as  stated  in  this  memoran- 
dum. This  memorandum  is  not  argumentative  nor  statistical.  It 
undertakes  to  state  concisely  certain  purposes  we  think  should  be 
aimed  at  and  certain  things  which  we  think  should  be  accomplished. 

The  Chairman.  I  would  like,  at  this  juncture,  to  state  that  the 
committee,  before  we  began  these  hearings,  expressed  the  desire  for 
each  organization  which  is  to  present  views  before  this  committee,  to 
select  a  representative,  so  that  he  or  the  representatives,  might  ex- 
press the  views  of  the  body  they  represent,  and  that  was  along  the 
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line  that  Senator  Watson  asked  his  question.  I  make  this  statement 
SO  that  the  different  organizations  will  understand  our  desires. 

Commissioner  Clark.  The  commission  designated  me  to  appear 
here  under  that  understanding.  I  should  like  to  suggest  that  I  read 
this  memorandum,  which  is  brief,  and  then  I  should  like  to  comment 
on  certain  portions  of  it,  and  in  connection  with  that  comment  I 
should  be  glad  to  undertake  to  answer  any  questions  which  may  be 
put  to  me. 

Then  I  have  had  prepared,  in  our  Bureau  of  Statistics,  some  figures 
which  will  answer  questions  which  have  been  asked  and  which  have 
not  been  answered  in  the  examination  heretofore,  which  I  should  like 
to  present  as  a  sort  of  an  appendix  to  my  statement. 

The  Chairman.  You  may  proceed. 

Commissioner  Clark.  It  is  unnecessary  to  dilate  upon  the  vital 
importance  of  transportation  to  the  country,  its  commerce  and  in- 
dustries, or  to  picture  the  immensities  of  the  transportation  business 
and  of  the  plant  which  it  employs.  The  questions  now  presented 
should  be  considered  in  a  spirit  as  big  and  broad  as  are  the  interests 
to  be  affected  thereby.  The  legislation  to  be  enacted  in  answer  to 
those  questions  should  be  based  upon  a  policy  as  broad  as  the  terri- 
tory to  which  it  applies,  and  the  law  in  which  our  governmental 
policy  is  announced  should  be  as  big  as  the  business  to  which  it 
relates.  Governmental  regulation  of  corporations  engaged  as  com- 
mon carriers  should  reach  the  corporate  activities  wherever  those  ac- 
tivities may  lawfully  go  in  serving  the  public  as  interstate  carriers. 
The  responsibilities  of  operation  under  governmental  regulation  must 
be  accepted  by  the  carrier  corporations  and  the  responsibilities  that 
go  with  such  regulation  should  be  accepted  in  full  by  the  Govern- 
ment. 

In  our  last  annual  report  we  said,  with  regard  to  the  future  of  the 
railroads,  that  whatever  line  of  policy  is  determined  upon,  the  funda- 
mental aim  or  purpose  should  be  to  secure  transportation  systems 
that  would  be  adequate  for  the  Nation's  need  even  in  time  of  national 
stress  or  peril  and  that  will  furnish  to  the  public  safe,  adequate,  and 
efficient  transportation  at  the  lowest  cost  consistent  with  that  service, 
and  that  to  that  end  there  should  be  provision  for  the  following : 

1.  The  prompt  merger,  without  friction,  of  all  the  carriers'  lines, 
facilities,  and  organizations  into  a  continental  and  unified  s^^stem  in 
time  of  stress  or  emergency.  The  thought  underlying  this  is  that,  in 
the  light  of  recent  experiences,  the  President  should  be  by  law  au- 
thorized in  time  of  national  stress  or  peril  to  assume  possession,  con- 
trol, and  operation  of  the  transportation  systems  of  the  country  to 
such  extent  as  may  be  necessary  to  serve  and  protect  the  general  pub- 
lic safety  and  welfare.  Such  action  was  found  to  be  essential  about 
one  year  ago.  It  is  hoped  that  such  an  emergency  will  not  again 
arise,  but  it  seems  wise  to  provide  for  it  if  it  should  come,  and  that 
all  cavil  and  controversy  as  to  the  lawful  power  to  act  should  be,  by 
statute,  set  at  rest.  The  Franco-Prussian  War  led  the  British  Gov- 
ernment to  provide  by  law,  in  1871,  a  plan  for  taking  over  for  gov- 
ernmental needs  the  railroads  of  Great  Britain.  It  did  not  need  or 
use  that  power  until  in  connection  with  the  world  war  which  began 
in  1914.  The  further  thought  is  that  there  may  possibly  arise  a 
national  stress  or  emergencv,  not  the  direct  outgrowth  of  a  war  in 
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which  we  are  engaged,  which  would  warrant  and  justify  the  exercise 
of  such  a  power.  If  the  power  is  provided  by  law,  it  does  not  neces- 
sarily follow  that  it  will  be  used,  and  it  must  be  presumed  that  no 
President  would  exercise  it  except  upon  appropriate  or  proper 
occasion. 

2,  Merger  within  proper  limits  of  the  carriers'  lines  and  facilities 
in  such  parts  and  to  such  extent  as  may  be  necessary  in  the  general 
public  interest  to  meet  the  reasonable  demands  of  our  domestic 
and  foreign  commerce.  The  thought  underlying  this  is  that  it  might 
become  necessary  or  be  found  desirable  in  the  general  public  interest 
to  permit,  encourage,  or  require  carriers  within  limits  as  to  extent, 
territory,  and  time  to  merge  their  lines  and  facilities  or  the  opera- 
tion thereof.  The  exercise  of  such  a  power  would  necessarily  be 
an  administrative  function. 

3.  Limitation  of  railway  construction  to  the  necessities  and  con- 
venience of  the  Government  and  of  the  public  and  assuring  construc- 
tion to  the  point  of  these  limitations.  The  thought  underlying  the 
first  part  of  this  suggestion  is  that  in  some  instances,  for  speculative 
or  competitive  reasons,  railroads  have  been  built  in  excess  of  the 
reasonable  demand  and  in  excess  of  the  necessities  of  the  territory 
built  into,  as  well  as  of  its  reasonably  prospective  traffic.  A  rail- 
road once  built  ordinarily  must  be  operated  and  permitted  to  earn 
a  living.  The  public  should  not  be  burdened  with  the  maintenance 
of  two  or  more  railroads  when  one  would  substantially  answer  every 
legitimate  purpose.  In  this  connection  it  would  be  desirable  that 
in  the  exercise  of  its  powers  the  Congress  should  say  that  no  railroad 
shall  be  constructed  or  extended  that  is  to  engage  or  is  engaged  in 
interstate  commerce  unless,  in  addition  to  required  authority  from 
the  State,  a  certificate  of  public  convenience  and  necessity  is  secured 
from  Federal  authority.  The  thought  underlying  the  second  part 
of  this  suggestion  is  that  a  railroad  having  been  permitted,  by  public 
franchise  and  the  powers  that  go  with  it,  to  build  into  a  given  terri- 
tory, it  should  be  required  to  properly  serve  and  develop  that  terri- 
tory. And  in  developed  territory  it  is  important  to  provide  for  the 
extension  of  short  branch  or  spur  lines  or  spur  tracks  to  communities 
and  industries  that  should  be  served  and  that  can  furnish  sufficient 
traffic  to  justify  such  extension. 

In  some  of  the  States  the  State  officers  are  authorized  to  require 
such  extensions,  but  in  such  cases  they  are  necessarily  primarily 
concerned  with,  if  not  confined  to,  a  consideration  of  State  traffic. 
Some  of  the  States  have  not  vested  such  authority  in  any  State 
official.  Ordinarily  such  extensions  would  be  desired  for  the  pur- 
pose of  facilitating  or  making  possible  the  transportation  of  inter- 
state traffic.  The  desirability  of  uniformity  is  obvious.  The  exer- 
cise of  Federal  authority  should  not  depend  upon  whether  or  not 
the  State  has  acted  and  should  not  be  different  as  to  the  State  that  has 
legislated  on  the  subject  and  the  State  that  has  not  so  legislated. 
It  therefore  seems  desirable  that  the  Congress  should  exercise  its 
jurisdiction  in  this  regard  in  a  plenary  way  and  that  where  such 
extensions  are  desired  in  connection  with  the  movement  of  presently 
existing  or  prospective  interstate  traffic  and  the  carrier  is  unwilling 
to  construct  them,  it  may,  upon  proper  showing  and  after  full  hear- 
ing, be  required  to  do  so  by  the  Federal  tribunal. 


234  EXTENSION    OF    GOVERNMENT   CONTROL   OF   RAILROADS. 

4.  Development  and  encouragement  of  inland  waterways  and  coor- 
dination of  rail  and  water  transportation  systems.  This  means  the 
coordination  of  rail  and  water  transportation  systems  by  establish- 
ment and  maintenance  of  through  routes  between  rail  and  water 
carriers  and  reasonable  joint  rates  applicable  thereto,  divided  upon 
reasonable  bases,  whenever  and  wherever  such  through  routes  will 
facilitate  or  economize  in  the  movement  of  traffic  and  serve  a  real 
public  interest.  The  law  now  prohibits  a  rail  carrier  from  increasing 
a  rate  which  has  been  reduced  to  meet  water  competition  unless  some 
justification  for  the  increase  can  be  shown  other  than  the  elimina- 
tion of  water  competition.  Where  there  is  legitimate  water  compe- 
tition and  legitimate  reason  or  occasion  therefor,  neither  the  railroads 
nor  the  water  carriers  should  be  permitted  to  reduce  their  competitive 
rates  below  a  reasonable  compensatory  level  for  the  purpose  of 
stifling  the  competition.  Eates  that  are  on  a  level  lower  than  is 
reasonably  compensatory  are  not  a  public  benefit.  If  they  cover  all 
the  traffic  the  carriers'  bankruptcy  and  destruction  are  inevitable.  If 
it  has  other  traffic  it  is  certain  that  it  will  endeavor  from  that  other 
traffic  to  recoup  its  losses  under  the  noncompensatory  rates.  A  well- 
directed  and  proper  coordination  of  rail  and  water  transportation 
systems  will  of  itself  be  an  encouragement  to  the  development  of 
inland  waterways. 

We  suggested  five  plans  which  we  thought,  doubtless,  would  be 
proposed  for  adoption  as  our  future  governmental  policy,  and  said 
that  additional  plans  and  modifications  or  combinations  of  those  men- 
tioned might  be  listed. 

Much  can  be  said  on  either  side  as  to  the  relative  advantages  and 
disadvantages  which  accrue  from  or  necessarily  attend  either  Gov- 
ernment ownership  and  operation  or  private  ownership  and  opera- 
tion. It  seems  obvious  that  no  plan  of  private  ownership  should  be 
considered  unless  it  be  under  a  broadened,  extended,  and  amplified 
governmental  regulation.  Considering  and  weighing  as  best  we  can 
all  of  the  arguments  for  and  against  the  different  plans,  we  are  led 
to  the  conviction  that  with  the  adoption  of  appropriate  provisions 
and  safeguards  for  regulation  under  private  ownership  it  would  not 
be  wise  or  best  at  this  time  to  assume  Government  ownership  or 
operation  of  the  railroads  of  the  country. 

The  law  provides  that  Federal  control  shall  not  continue  beyond 
21  months  after  the  promulgation  of  a  treaty  of  peace.  The  wisdom 
of  thus  providing  a  reasonable  period  after  the  passing  of  the  impera- 
tive necessities  of  our  Government  in  actual  prosecution  of  warfare, 
within  which  to  readjust  or  make  preparations  for  readjustment  of 
traffic  conditions  and  to  round  out  or  prepare  financial  arangements 
is  hardly  open  to  question.  Carriers'  properties  formerly  composing 
a  system  are  now  under  the  jurisdiction  of  two  or  more  regional 
directors  or  Federal  managers,  the  current  of  traffic  has  been  in  some 
instances  materially  changed,  and  financial  complications  exist. 
Comparatively  few  contracts  for  compensation  have  been  perfected 
between  the  transportation  companies  and  the  Government.  Our 
expression  in  favor  of  return  to  private  ownership  and  operation  is 
therefore  not  to  be  understood  as  favoring  a  return  of  the  properties 
in  a  precipitate  way.  A  reasonable  period  for  readjustment  or  prep- 
aration should  be  afforded  and  reasonable  notice  should  be  given  that 
upon  a  given  date  the  properties  will  be  restored  to  their  owners?. 
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The  experiences  under  Federal  control  have  still  further  demon- 
strated, as  had  previously  been  shown  in  proceedings  before  and  re- 
ports of  the  commission,  that  there  is  necessarily  a  direct  relationship 
betAveen  the  wages  paid  to  railroad  employees  and  the  rates  which  the 
carrier  companies  must  and  may  charge.  The  largest  item  of  ex- 
pense in  operation  of  a  railroad  is  that  of  wages.  Manifestly,  from  a 
social  standpoint  as  well  as  from  the  standpoint  of  the  nature  of  the 
emjiloyment.  and  because  of  the  great  importance  to  the  public  as  well 
as  to  the  railroads  of  loyal  and  devoted  service  on  part  of  the  em- 
ployees, unaffected  by  excitement  of  wage  controversies,  and  of  unin- 
terrupted operation  of  the  carrier  properties,  the  railroad  employees 
should  be  adequately  compensated.  For  the  same  reasons  every  rea- 
sonable provision  should  be  made  to  insure  proper  compensation  for 
the  employees,  a  minimum  of  friction  over  questions  of  compensation 
or  hours  or  conditions  of  service,  and  avoidance  of  interruption  to 
the  operation  of  the  properties. 

In  the  event,  therefore,  of  a  continuance  of  the  policy  of  private 
ownership  and  operation  under  governmental  regulation,  we  think 
that  the  following  matters,  mentioned  in  our  annual  report,  require 
legislative  consideration,  in  connection  with  which  the  following  sug- 
gestions should  be  carefully  w^eighed  : 

1.  Eevision  of  limitations  upon  united  or  cooperative  activities 
among  common  carriers  by  rail  and  by  water.  Under  the  policy  here- 
tofore followed  by  our  Government  all  efforts  to  restrict  the  full  play 
of  competition  between  carriers  have  been  frowned  upon  or  pro- 
hibited. Obviously  competition  between  carriers  that  is  wasteful  or 
unnecessarily  expensive  lays  an  added  burden  upon  the  rate  payers. 
Elimination  of  wasteful  or  unduly  expensive  competition  in  rates 
or  service  is  desirable,  and  under  the  exercise  by  the  Government  of 
its  power  to  regulate  the  service  and  the  rates  which  the  carriers 
may  charge  and  to  require  an  abatement  of  all  unjustly  discrimina- 
tory, unduly  prejudicial,  or  unduly  preferential  charges,  regulations, 
or  practices,  carriers  might  well  be  permitted  and  encouraged  to  co- 
ordinate their  activities  and  merge  or  consolidate  their  lines  to  such 
an  extent  as  is,  after  thorough  investigation  and  full  hearing,  sanc- 
tioned by  the  regulating  body.  The  rates  should  not  be  higher  than 
the  shipper  may  reasonably  be  required  to  pay  and  should  not  be 
lower  than  the  carrier  may  reasonably  be  required  to  accept.  The 
regulating  tribunal  should  have  authority  to  prescribe  not  only  the 
maximum  which  the  carrier  may  charge  but  also  the  minimum.  This 
power  would  restrain  an  individual  carrier  from  furthering  its  own 
ends  at  the  expense  of  others  by  unwise  and  unwarranted  upsetting 
of  reasonable  rate  adjustments.  If  the  rates  and  charges  are  by 
regulation  confined  within  the  reasonably  narrow  limits  between  the 
maximum  and  minimum  reasonable  charges,  no  public  interest  can 
be  injured  by  the  carriers  all  maintaining  charges  within  those  limits. 
If  without  unduly  lowering  or  restricting  the  standard  of  service 
economy  in  maintenance  and  operation  can  be  secured  by  cooperative 
agreement  or  consolidation,  under  governmental  supervision  and 
approval,  of  two  or  more  lines,  the  public  is  not  injured,  while  the 
sum  available  for  improvements  and  betterments  of  the  carrier  prop- 
erties is  augmented. 

2.  Emancipation  of  railway  operation  from  financial  dictation.  It 
would  serve  no  good  purpose  to  recite  the  many  instances  in  compara- 
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lively  recent  years  in  which,  through  financial  deals  for  which  it  is 
difficult  to  find  any  word  of  excuse,  railroad  properties  have  been 
bankrupted  or  saddled  with  almost  overwhelming  burdens  of  in- 
debtedness, which  have  not  increased  the  amount  or  value  of  property 
devoted  to  the  public  service,  have  not  improved  the  service  rendered, 
and  have  on  the  whole  had  the  effect  of  increasing  the  charges  for 
service.  There  should  be  some  way  by  which  under  the  law  these 
things  could  be  prevented,  or,  if  not  prevented,  by  which  the  perpe- 
trators could  be  required  to  adequately  answer  for  their  acts.  A 
transportation  line  operating  by  virtue  of  a  public  grant  and  upon 
which  the  industrial,  commercial,  and  social  life  of  communities  de- 
pends, should  not  be  a  football  of  speculation.  The  records  in  investi- 
gations made  and  reported  upon  by  us  in  cases  of  financial  wrecking 
of  railroad  companies  suggest  the  advisability  of  extending  the  terms 
of  the  Clayton  Act  with  reference  to  common  or  interlocking  direc- 
tors so  as  to  render  them  applicable  to  common  carrier  corporations, 
even  when  they  are  not  competitors.  Consideration  of  these  questions 
and  a  corrective  for  the  abuses  referred  to  lead  to 

3.  Regulation  of  issues  of  securities.  The  advisability,  desirability, 
and  propriety  of  public  or  governmental  regulation  of  the  issuance  of 
securities  by  public  service  corporations  is  conceded  generally  by 
thinking  and  fair-minded  men.  A  proper  Federal  regulation  of  the 
issuance  of  securities  by  the  corporations  engaged  in  interstate  trans- 
portation and  supervision  of  the  application  of  the  proceeds  there- 
from would  go  far  toward  preventing  the  abuses  referred  to  in  the 
preceding  paragraph.  The  commission  is  on  record  for  several  years 
past  as  favoring  such  supervision  and  regulation  of  the  issuance  of 
securities. 

4.  Establishment  of  a  relationship  between  Federal  and  State  au- 
thorities which  will  eliminate  the  twilight  ?one  of  jurisdiction  and 
under  which  a  harmonious  rate  structure  and  adequate  service  can  be 
secured,  state  and  interstate.  If  the  Government  is  to  assume,  as  it 
should,  all  of  the  responsibilities  that  properly  go  with  an  amplified 
and  broadened  exercise  of  its  regulatory  powers,  and  the  regulation  is 
to  be  adequate,  the  regulating  body  must  have  authority  and  powers 
which  it  has  not  heretofore  had  over  questions  of  service  and  physical 
operation  of  the  carriers.  In  this  way  onh^  can  an  adequate  service 
be  secured  and  kept  in  harmony  Avith  a  reasonable  level  of  rates.  The 
conflict  of  jurisdiction  as  between  Federal  Government  and  the  States 
could  probably  be  resolved  through  harmonious  cooperation  if  the 
Federal  tribunal  could  be  authorized  to  cooperate  with  State  au- 
thorities by  utilizing  their  services  in  appropriate  instances  and  to 
an  appropriate  extent. 

5.  Restrictions  governing  the  treatment  of  competitive  as  compared 
with  noncompetitive  traffic.  This  subject  is  necessarily  linked  with 
what  has  been  said  relative  to  revision  of  limitations  upon  united  or 
cooperative  activities  among  common  carriers  by  rail  or  by  water. 
If  those  limitations  are  appropriately  broad  there  would  seem  to  be 
no  occasion  for  different  charges,  terminal  or  otherwise,  as  between 
so-called  competitive  and  so-called  noncompetitive  traffic,  or  for  many 
of  the  old  annoying  and  expensive  restrictions  surrounding  milling 
and  other  services  in  transit. 

6.  The  most  efficient  utilization  of  equipment  and  provision  for 
distributing  the  burden  of  furnishing  equipment  on  an  equitable 
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basis  among  the  respective  carriers.  Under  broad  revision  of  limita- 
tions upon  cooperative  activities  among  carriers  they  could  form 
equipment  pools,  which  would  add  efficiency  in  the  standardization 
of  construction  and  in  the  utilization  of  equipment.  Under  the  ex- 
tension of  authority  to  the  regulating  tribunal  to  require  adequate 
service,  carriers  that  are  disposed  to  shirk  their  duty  could  be  re- 
quired to  provide  themselves  with  the  equipment  necessary  to  the 
furnishing  of  an  adequate  service. 

7.  A  more  liberal  use  of  terminal  facilities  in  the  interest  of  proper 
movement  of  commerce.  Here  again  a  broad  revision  of  the  limita- 
tions upon  cooperative  activities  among  the  carriers  would  naturally 
bring  a  more  liberal  use  of  the  existing  terminal  facilities  and  would 
undoubtedly  bring  about  agreements  between  competing  carriers 
under  which  existing  terminal  facilities  would  be  opened  to  traffic 
which  is  now  and  heretofore  has  been  excluded.  If  the  regulating 
body  is  empowered  to  require  adequate  service,  it  could  require  the 
enlargement  of  terminals,  if  that  action  w^ere  necessary  in  the  public 
interest,  and  could  require  that  terminals  be  opened  to  traffic  in  so 
far  as  is  reasonably  and  properly  in  the  interests  of  the  commerce 
of  the  locality.  Where  this  power  was  exercised,  the  regulating 
tribunal  would,  as  a  matter  of  course,  determine  the  reasonable  com- 
pensation to  be  paid  to  the  owning  carrier  for  the  use  of  its  property 
by  the  carriers  or  traffic  so  using  that  property. 

8.  Limitations  within  which  common-carrier  facilities  and  services 
may  be  furnished  by  shippers  or  receivers  of  freight.  The  carrier 
may  provide  facilities  by  ownership,  lease,  or  hire.  If  they  are 
leased  or  hired  on  reasonable  terms  from  those  who  are  not  shippers 
or  receivers  of  freight,  no  public  interest  is  affected  by  the  arrange- 
ment. If  the  regulating  body  has  power  to  require  an  adequate 
service,  it  could  determine  what  constitute  proper  facilities  and  the 
extent  to  which  and  the  instances  in  which  they  shall  be  provided  by 
the  carrier.  If  the  regulating  body  has  power  to  require  the  most 
efficient  utilization  of  equipment,  it  can  determine  the  instances  in 
which,  and  the  extent  to  which,  special  equipment  or  facilities  may 
properly  be  demanded  of  the  carriers. 

Transportation  service  and  adequate  service  are  demanded  by  the 
welfare,  the  industry,  the  commerce,  and  the  social  life  of  the  whole 
people.  Securing  that  class  of  service  is  more  important  than  is 
the  question  of  whether  it  shall  be  furnished  at  a  slightly  higher  or  a 
slightly  lower  charge.  An  adequate  service  can  not  be  provided 
except  from  adequate  revenues  and  as  a  result  of  adequate  expendi- 
tures for  maintenance,  improvement,  and  expansion.  Private  capital 
can  not  be  induced  to  invest  in  railroad  securities  unless  it  can  be 
reasonably  assured  of  the  security  of  the  investment  and  an  appro- 
priate return  thereon.  It  necessarily  follows  that  the  patrons  of  the 
transportation  companies  must  pay  rates  that  will  yield  revenues 
sufficient  to  justify  rendering  the  quantity  and  character  of  service 
demanded.  The  charges  should  not  be  higher  than  those  that  will 
yield  proper  compensation  for  the  service  performed  and  appropriate 
return  upon  the  property  devoted  to  the  public  use.  If  through 
enlightened,  broadened,  and  wise  regulation  that  proper  balance 
betwppn  7'eyenues.  or\  thp  orip  hand,  and  returns  to  capital  and  ex- 
penditures in  operation,  maintenance,  and  improvement,  on  the  other 
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hand,  can  be  established,  the  public  will  be  well  served  at  reason- 
able charges,  the  employees  of  the  transportation  companies  will  be 
adequately  compensated  for  their  work,  and  the  shippers  and  re- 
ceivers Avill  secure,  at  reasonable  rates,  an  adequate  service.  It  would 
seem  to  foyow  necessaril.y  that  the  securities  of  the  corporations 
would  become  stabilized,  and  that  when  it  becomes  necessary  to 
utter  additional  securities  under  governmental  supervision,  capital 
seeking  investment  would  readily  respond  to  the  call. 

Commissioner  Woolley  did  not  agree  wdth  the  other  meinbers  of 
the  commission,  and  I  shall  now  read  his  memorandum. 

Senator  Pomerene.  May  I  ask  for  my  information — I  was  not 
here  when  you  started,  Mr.  Commissioner — do  these  views  which  you 
present  represent  the  views  of  the  other  members  of  the  Interstate 
Commerce  Commission? 

Commissioner  Clark.  They  represent  the  views  of  the  other  mem- 
bers of  the  Interstate  Commerce  Commission  with  the  exception  of 
Commissioner  Woolley,  and  I  call  attention  right  there,  Senator,  to 
the  fact  that  this  memorandum  was  agreed  to  by  the  commission  in 
conference  in  its  present  form  on  the  21st  of  December. 

Mr.  Woolley  says : 

If  the  railroads  under  Federal  control  are  to  be  turned  back  to  their  owners, 
then  I  subscribe  to  the  nienioranduni  submitted  by  my  colleagues,  except 
wherein  it  says.  "  considering  and  weishins  as  best  we  can  all  of  the  arguments 
for  and  against  different  plans,  we  are  led  to  the  conviction  that  with  the 
adoption  of  appropriate  provisions  and  safeguards  for  regulation  under  private 
ownership,  it  would  not  be  wise  or  best  at  this  time  to  assume  Government 
ownership  or  operation  of  the  railways  of  the  country,"  with  the  following  two 
additional  reconnnendations : 

(1)  With  power  to  supervise  the  issuance  of  railroad  seciu'ities,  to  prescribe 
service  regulations,  and  to  fix  the  minimum  as  well  as  the  maximum  trans- 
portation rates  vested  in  the  Interstate  Connnerce  Commission,  the  commission 
should  also  be  made  the  tribunal  to  which  carriers  and  employees,  organized 
and  unorganized  would  appeal  for  adjustment  of  any  differences  arising  be- 
tween them ;  also,  it  should  have  authority  to  investigate  from  time  to  time 
the  living  conditions  of  railroad  workers,  to  insure  regularity  of  employment, 
and  to  fix  a  miuinunn  wage.  Congress  should  require  the  carriers,  possibly  by 
amending  section  10  of  the  Clayton  Antitrust  Act,  to  make  all  purchases  of 
materials,  sui»plies.  etc.,  through  competitive  bids  in  the  open  market,  and  their 
correspondence  and  other  docinnents  bearing  on  transactions  of  this  nature 
should  be  sub.iect  to  inspection  by  representatives  of  the  Interstate  Commerce 
Commission.  This  body  would  then  be  in  a  position  to  act  on  full  information 
in  prescriliing  reasonable  rates,  in  seeing  that  there  is  a  fair  return  on  capital 
invested,  and  in  adjusting  labor  disputes;  labor  itself  w<mld  know  that  its 
rights  were  being  protected  even  in  cases  where  its  demands  might  not  be  ap- 
proved by  the  commission.  If  some  such  plan  is  not  adopted  by  Congress, 
clerks  and  unorganized  labor  generally,  having  no  effective  means  of  protecting 
their  rights,  will  inevitably  be  the  first  to  suffer  upon  the  least  shrinkage  of  in- 
come after  retura  of  the  roads  to  private  control. 

(2)  The  carriers  should  be  i-equired  to  set  aside  fixed  portions  of  their 
gross  annual  incomes  for  depreciation,  the  percentage  to  be  determined  in  each 
case  by  the  Interstate  Commerce  Commission.  This  would  insure  uniformity 
of  method  in  caring  for  the  properties,  and  publication  of  the  percentage  pre- 
scribed in  each  instance  would  safeguard  the  interests  of  the  purchasers  of 
their  securities.    Chairman  Daniels  and  I  are  practically  in  accord  on  this  point. 

I  believe  the  period  of  Federal  control  should  be  extended,  as  recounnended  by 
Director  General  McAdoo,  for  a  number  of  reasons,  some  of  which  are : 

(1)  With  the  Government  borrowing  more  than  $20,000,000,000  in  a  period  of 
two  years  and  with  railroad  securities,  largely  speaking,  depre.ssed  or  in  a  meas- 
ure discredited.  I  fail  to  see  where  the  money  is  coming  from  to  insure  to  the 
United  States  an  effiicent  and  articulate  growing  transportation  system,  vitally 
necessary  in  the  great  period  of  reconstruction  just  beginning,  if  the  roads  are  to 
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be  returned  to  their  owners  for  operation.  In  spite  of  the  clamor  from  several 
quarters  against  further  Federal  control,  the  fact  remains  that  following  the 
statement  of  the  Director  (Jenornl  th;it  the  roads  may  he  given  back  at  an  early 
date,  if  the  period  of  Federal  control  is  not  lengthened,  there  came  shrinkages  in 
market  quotations  of  many  railroad  stocks,  in  some  instances  as  much  as  20 
per  cent. 

(2)  Some  of  our  great  railroad  systems  have  credit  sufficient  to  raise  in  the 
open  market  the  new  money  which  will  necessarily  be  required  from  time  to 
time  for  the  development  of  their  properties.  For  instance,  the  Pennsylvania, 
the  Burlington,  or  the  Santa  Fe  may  find  it  possible  to  float  bonds  or  notes,  but 
I  think  it  will  not  be  seriously  contended  that  a  majority  of  the  railroads  now 
under  Federal  control  could  do  likewise.  Especially  would  they  find  it  difficult 
if  so-called  "  broker  management "  shoud  be  definitely  removed,  as  is  in  effect 
recommended  by  a  ma.iority  of  the  commission.  It  is  hardly  possible  that  our 
great  financial  houses  would  under  the  circumstances  be  willing  or  able  longer 
to  market  large  issues  of  railroad  stocks  in  order  to  secure  additional  funds. 

(3)  A  real  danger  spot  is  the  so-called  "  Weak  Sisters."  That  many  not 
already  bankrupt  might  be  thrown  into  the  hands  of  receivers  almost  immedi- 
ately upon  return  to  private  control  is  hardly  debatable ;  that  most  of  them  are 
indispensable  links  in  our  national  trausiiortation  system  and  should  be  im- 
proved and  developed  is  generally  admitted.  The  Government  is  the  only  pos- 
sible source  of  financial  help  for  this  class  of  roads. 

(4)  Our  public  utilities,  with  approximately  $260,000,000  of  bonds  maturing 
in  the  next  six  months,  have  been  under  a  heavy  strain  for  some  time.  If  the 
financial  waters  should  be  seriously  disturbed  through  the  forcing  of  the  weak 
members  of  the  present  Federal  control  group  into  bankruptcy  many  of  these 
utilities  would  find  it  difficult  to  weather  the  storm. 

(5)  Probably  for  the  first  time  in  our  history  all  classes  of  railroad  labor  have 
received  under  Federal  control  at  least  reasonable  compensation.  The  rights  of 
imion  and  nonunion  workers  have  been  alike  c<)nsi<lered.  with  the  result  that 
ample  living  wages  have  been  granted.  These  workers  demand  that  the  recent 
increases  be  not  withdrawn  or  reduced.  Certain  adjustments,  with  a  view  to 
establishing  proper  relationships  of  wages  for  given  classes  of  employment,  may 
be  necessary,  but,  generally  speaking,  I  think  the  workers  in  so  demanding  have 
a  strong  case. 

(6)  Thcnigh  the  present  freight  rate  structure  is  undoubtedly  the  best  that 
could  have  been  devised  under  competitive  conditions  and  the  act  to  regulate 
connnerce.  long  and  ably  administered  by  the  Interstate  Commerce  Commission, 
I  am  firmly  of  the  opinion  that  there  is  urgent  need  of  a  new  system  of  rate 
making,  and  I  see  no  hope  of  its  being  achieved  except  under  Federal  control 
or  with  the  Government  owning  the  railroads.  The  so-called  rate  blankets, 
grouping  of  communities,  basing  points,  etc..  outgrowth  of  competitive  condi- 
tions in  my  humble  opinion  make  for  favoritism  and  are  highly  uneconomic. 
In  a  word,  the  f'-eight  rate  has  been  frequently  used  as  a  sort  of  protective 
tariff  by  means  of  which  favored  cities  or  connnunities  have  prospered  at  the 
expense  of  others.  The  freight  rate  should  be  made,  under  proper  classification, 
on  the  basis  of  a  terminal  charge  plus  straight  mileage.  We  are  coming  to  it 
some  day,  because  it  is  the  only  just  and  logical  plan,  and  I  think  the  sooner  it 
is  perfected  and  adopted  the  better. 

(7)  I  am  aware  that  our  year's  trial  of  Federal  control  has  not  been  an 
unqualified  success ;  but  to  iny  mind  the  good  accomplished  far  outweighs  the 
shortcomings  and  is  a  promise  of  better  things  for  the  future. 

(8)  The  pi'oposal  to  return  the  railroads  to  private  control,  though  widely 
discussed  by  railroad  men,  financiers,  and  shippers,  has  not  yet,  so  far  as  I  am 
aware,  been  productive  of  any  concrete  plan  which  which  would  carry  the  un- 
dertaking safely  over  the  breakers  obviously  ahead. 

Now,  Mr.  Chairman,  with  regard  to  this  expression  of  Commis- 
sioner Woolley,  I  want  to  say  that  the  majority  of  the  commission  did 
not  incorporate  into  the  memorandum  which  I  have  read  any  specific 
expressions  in  regard  to  legislation  or  governmental  policy  affecting 
the  question  of  wages  and  conditions  of  employment  of  the  employees. 

The  suggestion,  as  made  by  Commissioner  Woolley,  is  that  these 
({uestions  should  be  brought  to  the  Interstate  Commerce  Commission. 
The  policy  of  the  Federal  Government  since  1898  has  been  reflected 
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ill  the  Erdman  arbitration  law,  superseded  by  the  so-called  New- 
lands  Act,  and  under  both  of  those  acts  the  Government  has  pro- 
vided, apparently  in  the  largest  possible  measure,  means  for  media- 
tion, conciliation,  and  arbitration  at  the  expense  of  the  Government, 
and  we  of  the  majority  did  not  think  there  was  justification  for  our 
suggesting  that  the  effort  along  those  same  lines  should  be  taken  out 
of  the  hands  of  those  in  whom  Congress  has  reposed  it  and  be  placed 
in  our  hands,  because  we  were  not  able  to  suggest  any  cogent  reasons 
why  we  should  be  any  more  successful  at  efforts  of  conciliation, 
mediation,  and  arbitration  than  others  who  have  handled  and  are 
handling  those  questions,  and  apparently  that  is  as  far  as  the  efforts 
of  the  Government  can  go  in  that  direction,  unless  the  Government 
is  going  to  adopt  a  more  repressive  policy. 

We  did  not  include  in  the  majority  memorandum  any  reference  to 
the  question  of  reserves  or  charges  for  depreciation,  for  the  reason 
that  we  can  not  see  that  there  is  any  occasion  for  any  further  legis- 
lation on  that  subject.  The  commission  now  has  power  to  require 
the  carriers  to  set  up  depreciation.  It  has  exercised  that  authority 
only  to  the  extent  of  requiring  a  charge  for  depreciation  on  rolling 
stock.  It  is  a  very  complicated  question,  as  to  just  what  is  the  proper 
charge  for  depreciation.  It  seems  obvious  that  any  uniform  charge 
for  depreciation  must  have  in  it  some  element  of  arbitrary  determina- 
tion, because  the  conditions  are  not  exactly  the  same  on  any  two  rail- 
roads. The  question  of  the  life  of  two  locomotives,  exactly  alike, 
at  the  same  day,  brand  new,  one  placed  on  one  road  and  the  other 
on  another  is  entirely  different.  It  depends  very  largely  on  the 
degrees  of  skill,  intelligence,  and  care  that  are  exercised  and  the  way 
in  which  those  locomotives  are  used,  cared  for,  and  maintained. 
Again,  the  actual  depreciation  of  the  property  of  a  carrier,  especially 
rolling  stock  and  property  that  is  continually  in  use,  as  well  as  the 
depreciation  of  roadway  and  structures,  varies  from  year  to  year, 
depending  upon  the  character  of  the  weather.  An  extremely  hard 
winter  is  very  much  more  wearing  upon  tracks  and  upon  rolling 
stock  than  is  a  mild,  open  winter,  and  for  these  reasons  the  majority 
of  the  commission  did  not  incorporate  anything  on  that  point. 

Senator  Kellogg.  You  already  have  the  power. 

Commissioner  Clark.  We  have  the  power,  and  have  exercised 
it  to  the  extent  that  I  have  stated,  and  we  have  directed  the  be- 
ginning of  a  further  investigation  of  that  subject,  because  in  the 
wholly  unexpected  condition  growing  out  of  the  taking  over  of  these 
railroads  by  the  Government,  and  the  necessity  for  insuring  compen- 
sation in  accordance  with  the  terms  of  the  Federal-control  act.  there 
has  been  shown  more  plainly  than  ever  before,  as  a  practical  measure, 
the  importance  of  charges  for  depreciation,  because  it  is  obvious  that 
you  can  not  get  at  the  true  railroad  operating  income  without  some 
consideration  and  allowance  for  depreciation.  But  the  importance 
of  that  as  a  practical  matter  never  emphasized  itself  as  it  has  in  con- 
nection with  the  unprecedented  events  of  the  last  year. 

Senator  Cummins.  You  have  the  power  now  to  establish  a  uniform 
rule  for  depreciation  and  allowance  to  be  made  for  that  item,  have 
you  not? 

Commissioner  Clark.  I  think  so;  yes,  sir.  And  it  is  a  question— - 
well,  as  I  say,  we  have  already  directed  a  very  careful  inquiry  into  it, 
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and  are  going  Into  it  and  through  with  it.  I  do  not  mean  it  will  be 
done  within  a  short  time,  but  we  will  go  through  and  endeavor  to,  as 
far  as  possible,  do  that,  and  with  a  minimum  of  arbitrary  allowance 
endeavor  to  bring  about  a  complete  system  of  depreciation  charges 
as  nearly  uniform  and  as  proper  as  they  can  be  made. 

Senator  Cummins.  So  Mr.  WooUey's  suggestion  upon  that  point  is 
rather  a  comment  upon  the  work  of  the  commission  than  a  recom- 
mendation for  further  legislation. 

Commissioner  Clauk.  We  do  not  see  the  occasion  for  any  legisla- 
tion.   If  there  is  any  fault,  it  is  of  the  commission. 

Now,  I  will  only  comment  upon  one  other  point  in  Mr.  Woolley's 
paper,  and  that  is  his  silggestion  for  an  entirely  new  system  of  rate 
making,  and  the  views  he  expresses  with  regard  to  the  system  now 
more  or  less  in  vogue — and  which  has  been  in  vogue  for  a  great  many 
years — of  grouping  places  under  a  common  rate.  That  system  obtains 
mainly  with  regard  to  the  transportation  of  natural  products,  such  as 
coal  and  lumber,  and  I  think  I  can  illustrate  my  thought  on  it  best 
b}''  the  simplest  kind  of  an  illustration. 

There  is  a  substantial  area  underlaid  with  coal.  Mines  are  opened 
at  various  points.  They  all  seek  the  largest  consuming  markets  within 
their  reach,  and,  in  order  to  avoid  unnecessary  competition  between 
the  carriers  that  serve  those  fields  and  those  markets,  and  in  order  to 
give  the  purchasers  in  those  markets  an  equality  of  opportunity  to 
purchase  of  any  mine  in  that  field,  and  the  miners  or  operators  in  that 
field  an  equal  opportunity  to  sell  in  competing  markets,  the  rates  from 
all  of  the  mines  in  a  given  group  are  made  the  same.  Now,  my 
simple  illustration  is  this :  If  you  take  two  mines  seeking  a  common 
large  consuming  market,  and  depending  upon  that  market  for  their 
ability  to  operate  their  mines,  if  the  reasonable  rate  from  the  nearest 
mine  is  80  cents  and  the  reasonable  rate  from  the  more  distant  mine 
is  $1,  the  group  rate  would  be,  norm.ally,  90  cents.  Now,  if  you 
displace  that  90-cent  rate  with  rates  of  80  cents  and  a  dollar,  respec- 
tively, from  those  two  mines,  it  seems  to  be  morally  certain  that  the 
purchasers  in  that  market  will  not  get  any  coal  from  the  mine  which 
has  the  80-cent  rate  except  at  a  price  as  high  as  it  can  make  and  still 
retain  a  shade  of  advantage  over  the  mine  which  has  to  pay  the  dollar 
rate,  so  that  the  mine  operators  of  the  mine  which  is  a  little  more 
distant  would  be  put  at  a  relative  disadvantage  and  the  purchasers 
would  not,  as  I  see  it,  gain  any  advantage  in  the  price  of  coal  which 
they  would  have  to  purchase. 

Senator  Kellogg.  May  I,  right  there,  Mr.  Commissioner,  ask  a 
question  ? 

Commissioner  Clark.  Yes. 

Senator  Kellogg.  Take  another  illustration :  I  suppose  the  Missis- 
sippi Valley,  or  certainly  including  the  State  of  Ohio,  to  the  Kocky 
Mountains,  is  the  great  grain  and  food  producing  country.  A  mile- 
age rate  to  the  seaboard  on  food  products  would  certainly  not  be  in 
the  interest  of  the  great  masses  of  the  people  along  the  seaboard,  or 
the  people  in  the  interior. 

Commissioner  Clark.  I  should  not  think  so,  and  I  should  think  if 
you  project  a  railroad  out  into  a  grain-growing  belt,  where  they  must 
depend  upon  grain  for  any  product,  and  progressively  increase  that 
rate  on  a  strictly  mileage  "basis,  you  eventually  get  to  a  point  where 
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they  can  not  grow  any  grain  because  the  price  of  grain  is  fixed  pri- 
marily at  Liverpool,  and 

Senator  Kellogg.  It  is  governed  a  great  deal  by  the  surplus  in 
the  foreign  markets,  is  it  not? 

Commissioner  Clark,  Yes,  by  the  surplus  in  the  foreign  markets, 
and  the  price  in  Xcav  York  is  made  with  reference  to  that,  and  the 
fi'eight  rates  are  taken  into  consideratioiL 

Senator  Cummins.  But  would  not  that  entirely  depend  on  the  ex- 
tent of  the  demand  ? 

Commissioner  Clark.  Yes 

Senator  Cummins.  And  if  the  demand  was  sufficient  to  require 
the  distant  regions  to  send  in  their  supplj^,  they  Avould  still  be  able 
to  market  it  at  a  higher  price.  But  that,  as  you  suggested  before, 
would  fix  the  value  of  the  grain  in  the  entire  market,  because  those 
that  could  get  it  there  more  cheaply  would,  of  course,  take  advantage 
of  the  cost  of  transportation  from  the  more  distant  regions. 

The  Chairman.  Would  not  that  necessarily  lead  to  the  thought 
that  you  have  expressed  here,  about  allowing  the  roads,  under  cer- 
tain regulations,  to  merge?  Take,  for  instance,  your  illustration 
about  the  grain  and  coal  supplies,  if,  in  a  certain  undeveloped  terri- 
tory there  was  an  independent  railroad  organization  which  led  up 
to  and  connected  with  a  larger  and  stronger  road  that  can  take  a 
greater  tonnage,  how  would  you  adjust  that  rate  on  the  small  road, 
or,  we  may  say,  the  weaker  road,  lying  almost  entirely  in  a  sparsely 
inhabited  territory,  so  as  to  produce  a  competitive  rate,  and  in  order 
to  enable  the  growers  or  producers  in  that  territory  to  compete  in 
the  markets,  to  Avhich  you  referred?  To  apply  your  suggestion  that 
the  rate  that  would  be  applied  within  a  given  territory  would  have 
to  be  uniform  and  a  blanket  rate,  how  could  that  small  road  live  on 
the  rate  that  the  larger  road,  going  through  an  extensive  traffic- 
producing  territory,  gets? 

Commissioner  Clark.  Ordinarily,  Senator,  it  can  not. 

The  Chairman.  Precisely. 

Commissioner  Clark.  And  that  is  one  reason  why  we  think  the 
public  interest  would  be  served  by  allowing  the  large  road  to  take 
in  that  small  road,  and  then  the  traffic  which  it  originates  tends  to 
swell  the  traffic  over  the  mileage  of  the  big  road;  it  is  merged  into 
the  property,  and  what  is  lost  temporarily — and  which  it,  standing 
alone,  could  not  carrj^ — by  merging  it  into  the  operations  of  the  big 
company,  becomes  scarcely  discernible. 

The  Chairman.  In  other  words,  the  excess  earnings  that  the  longer 
road  might  make  through  the  standardized  or  developed  country 
by  taking  in  the  smaller  road  and  merging  it,  would  be  allowed  to 
compensate  for  such  losses  as  might  be  sustained  by  the  smaller  road 
in  going  through  this,  Avhat  we  might  call,  poorer  territory. 

Commissioner  Clark.  Yes,  sir;  and  it  has  been  my  experience, 
through  many  years,  that  where  there  has  been  a  small,  independent 
road  on  the  verge  of  bankruptcy,  unable  to  properly  serve  the  terri- 
tory Avhich  was  dependent  on  it,  and  it  has  been  absorbed  by  one  of 
the  large,  strong  sA^stems,  it  has  been  improved ;  the  conditions  of  the 
employees  have  been  improved,  their  pay  has  been  increased,  and  the 
hours  of  work  have  been  bettered,  and  the  service  rendered  to  the 
community  has  been  greatly  improved. 
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NoAv,  giving  full  significance  to  the  idea  which  has  underlaid  the 
legislation  heretofore,  that  it  is  unwise  to  permit  any  suppression  of 
competition,  it  seems  to  me,  as  to  the  majority  of  my  colleagues,  that 
no  possible  public  harm  can  come  from  those  absorptions  of  such  lines 
so  long  as  the  Government  holds  its  regulating  hand  upon  the  charges 
which  the  company  may  make  to  its  patrons. 

The  Chairman.  And  so  your  proposal  to  operate  these  roads  under 
a  properly  regulated  control  system  necessarily,  in  the  main,  would 
eliminate  competition  and  would  decide  what  was  the  proper  com- 
pensation for  the  service  rendered  ? 

Commissioner  Clark.  That  is  our  idea  exactly,  and  it  is  a  great 
deal  easier  to  regulate  one  large,  Avell-organized  corporation  than  it 
is  to  ]-egulate  half  a  dozen  poorly  financed  and  poorly  organized  cor- 
porations that  do  not  care  how  they  go  into  bankruptcy,  whether  this 
way  or  that  way  [indicating]. 

Senator  Gore.  Is  it  not  your  thoughi.  that  under  certain  regulations 
the  Government  should  encourage  these  mergers? 

Commissioner  Clark.  Yes,  sir. 

Senator  Gore.  I  was  not  here  when  you  began,  but  it  is  my  under- 
standing that  you  think  that  the  Clayton  Act  should  be  extended,  so 
as  to  permit  mergers  under  the  jurisdiction  of  the  Interstate  Com- 
merce Commission? 

Commissioner  Clark.  Yes,  sir ;  our  idea  is  that  sound  public  policy 
would  permit  the  consolidation  of  lines,  even  though  they  are,  in  some 
degree,  competitive,  or  there  is  a  possibility  of  competition  between 
them,  whenever  that  consolidation  is  approved  by  the  proper  Federal 
authority  to  Avhich  that  power  has  been  delegated,  after  a  full  investi- 
gation and  public  hearings. 

Senator  Gore.  The  interstate-commerce  act  prohibits  pooling.  Do 
you  not  think  that  act  should  be  modified,  so  that  the  roads  which  do 
not  merge  or  consolidate  may  be  permitted  to  enter  into  reasonable 
pooling  arrangements? 

Commissioner  Clark.  What  I  have  said  would  go  to  that  proposi- 
tion also. 

Senator  Gore.  The  present  law  prohibits  free  routing.  Do  you 
not  think,  under  a  comprehensive  system  of  regulation,  that  you 
should  permit  the  carriers  the  privilege  of  free  routing? 

Commissioner  Clark.  I  think  the  present  law  invites  uneconomic 
routing  and  routes.  This  would  be  largely  eliminated  by  some  of  the 
consolidations  to  which  I  have  referred. 

Senator  Gore.  Does  not  the  privilege  on  the  part  of  the  shipper  to 
route  freight  give  the  individuals  the  power  to  congest  or  divert  or, 
really,  to  regulate  the  transportation  of  the  country,  without  any 
reference  to  its  economical  administration? 

Commissioner  Clark.  Yes;  it  fixes  their  will  in  the  matter  as  the 
controlling  rule,  and  irrespective  of  what  may  be  the  actual  condi- 
tions at  the  time,  and  irrespective  of  how  much  economy  might  be 
attained,  or  how  much  expedition  might  be  secured  by  some  other 
routing. 

Senator  Gore.  Did  you  ever  consider  the  desirability  of  the  Gov- 
ernment purchasing  the  rights-of-way  of  the  railroads,  permitting 
the  tracks,  crossties,  equipment,  rolling  stock,  and  everything  of  that 
sort  to  belong  to  the  railroads,  but  for  the  Government  to  buy  the 
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rights-of-way,  and  thereby  to  stop  the  continued  increase  of  the  so- 
called  "  unearned  increment " ;  to  fix  that  at  the  present  stage,  what- 
ever it  may  be? 

Commissioner  Clark.  No  ;  we  have  never  considered  that.  Senator. 

Senator  Gore.  I  wish  you  would  run  that  through  your  mind 
sometime. 

Commissioner  Clark.  I  certainly  will. 

Senator  Underwood.  Mr.  Commissioner,  on  this  question  of  com- 
petition, I  take  it,  from  your  recommendations,  that  the  commission 
has  reached  the  conclusion  that  where  there  is  loroper  regulation, 
there  is  no  necessity  for  competition? 

Commissioner  Clark.  Yes,  sir. 

Senator  Underwood.  That  the  two  do  not  go  hand  in  hand,  but 
that  they  are  rather  in  conflict  with  each  other ;  and  that  if  you  have 
no  regulation,  you  should  have  competition? 

Commissioner  Clark.  Undoubtedly. 

Senator  Underwood.  But  if  you  have  proper  regulation,  there  is 
no  necessity  for  competition? 

Commissioner  Clark.  Yes. 

Senator  Underwood.  Now,  taking  that  as  the  basis;  we  have  rate 
regulation  now,  which  probably  ought  to  be  amplified ;  but  we  have 
no  uniform  or  extended  system  of  regulation  of  service  and  facili- 
ties; that  is  correct,  is  it  not? 

Commissioner  Clark.  That  is  correct. 

Senator  Underwood,  Now,  if  we  should  abolish  the  Sherman  anti- 
trust law  and  the  antipooling  law,  it  could  be  accomplished  without 
affecting  our  system  of  regulation  of  rates;  but  for  facilities  and 
service,  there  being  no  regulation,  if  we  should  allow  the  railroads  to 
combine  into  one  or  more  large  corporations,  would  it  not  be  neces- 
sary to  provide  for  the  regulation  of  facilities  and  service,  before  that 
were  accomplished? 

Commissioner  Clark.  Oh,  yes;  and  that  is,  I  think,  quite  clearly 
stated 

The  Chairman  (interposing).  Do  you  not  recommend  that  in  your 
brochure? 

Commissioner  Clark.  Yes. 

Senator  Underwood.  I  was  not  here  at  the  time  that  was  presented. 
Now,  I  want  to  ask  3^ou  another  question :  There  are  two  great  diffi- 
culties that  confront  the  Congress  in  passing  legislation,  and  which 
confront  the  country  in  handling  this  question.  One  is  the  question 
of  capitalization,  and  the  other  is  the  question  of  rates,  is  it  not? 
Those  are  the  basic  questions  that  underlie  all  the  others  ? 

Commissioner  Clark.  Well,  I  should  add  the  question  of  "  operat- 
ing expenses  " — more  particularly  that  of  wages. 

Senator  Underwood.  But  the  operating  expense,  of  course,  is  based 
on  rates.  When  you  have  the  revenue,  there  is  no  trouble  in  taking 
care  of  the  operating  expenses,  and  it  is  an  incident ;  so  that  the  basic 
proposition  in  regard  to  operating  expenses,  which  included  the  wages 
and  all  other  questions,  is  really  the  question  of  rates.  If  the  rate  is 
sufficient  the  railroad  can  take  care  of  the  balance;  and,  on  the  other 
hand,  if  the  capitalization  is  based  on  watered  stock  or  fictitious 
issues  of  securities,  then  there  is  a  danger  to  the  property  which  is 
unnecessary  ? 
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Commissioner  Clark.  Uncloubtedly. 

Senator  Underwood.  So,  I  take  it  that  the  cardinal  propositions 
that  confront  the  Congress  in  passing  legislation  are  the  regulation 
of  the  issuance  of  securities  and  the  control  of  the  system  of  rates. 
There  are  many  other  questions,  but  those  are  the  basic  questions. 

Commissioner  Clark.  Both  of  which  we  strongly  recommend. 

Senator  Underwood.  I  am  in  accord  with  your  recommendation 
about  the  issuance  of  securities,  if  we  can  do  so,  and  as  far  as  we  can 
do  so,  and  I  want  to  ask  if  you  have  investigated  the  question  as  to 
how  far  we  can  provide  for  the  issuance  of  securities  where  the  cor- 
poration is  a  State-organized  corporation;  where  it  gets  its  power 
to  issue  securities  from  the  State  government,  how  far  can  the  Fed- 
eral Government  invade  that  jurisdiction? 

Commissioner  Clark.  I  think,  Senator,  that  is  controlled  by  the 
principle  which  has  been  so  clearly  announced  by  the  Supreme  Court, 
that  in  matters  which  come  within  the  jurisdiction  of  the  Congress, 
under  the  commerce  clause,  in  so  far  as  the  Congress  has  not  seen  fit 
to  act,  the  State  may  act;  but  when  the  Congress  speaks,  the  State 
action  must  give  way. 

Senator  Underwood.  I  think  you  are  right  about  that  in  matters 
regulatory ;  I  do  not  think  there  can  be  any  question  about  that.  But 
here  is  a  fixed  status.  Has  the  Government  of  the  United  States  the 
power  to  scrap  and  put  out  of  existence  an  organization  created  by 
the  State,  except  through  the  taxing  power  ?  Of  course,  in  the  bank 
cases  it  has  been  decided  that  we  could  levy  a  10  per  cent  tax  on  State 
banks,  and  that  the  court  would  not  determine  whether  the  tax  was 
levied  for  revenue  or  for  other  purposes,  and  thereby  destroy  the 
State  institution ;  but  without  the  exercise  of  the  taxing  power  for  the 
purpose  of  destruction,  what  power  has  the  Federal  Government  got 
to  destroy  a  State  institution? 

Senator  Kellogg.  May  I  make  a  suggestion  there  ? 

Senator  Underwood.  I  am  asking  the  question  for  information  and 
light,  and  not  as  a  statement  of  conclusion. 

Senator  Kellogg.  As  I  understand  it,  the  issuance  of  stock  is  a 
corporate  function  which  the  State  has  granted  to  the  corporation, 
and  quite  likely  the  Federal  Government  could  not  amend  the  charter 
so  as  to  change  the  form  of  the  stock  or  anything  of  that  kind ;  but 
the  Federal  Government,  in  its  regulatory  power,  may  say,  "  You 
shall  not  issue  under  your  State  charter  unless  you  comply  with  Fed- 
eral regulations  as  to  its  being  paid  for,"  so  as  to  prevent  the  over- 
stocking of  a  corporation  engaged  in  interstate  commerce  in  which 
the  United  States  is  interested.  That  is  a  repressive  regulation,  not 
an  amendment  of  the  charter  or  a  grant  of  power.  Is  not  that  your 
idea? 

Commissioner  Clark.  And  the  further  thought  that  what  we  sug- 
gest— and  which  is  as  important  as  the  feature  to  which  you  have 
referred — is  a  supervision  of  the  expenditure  of  the  proceeds  from 
these  added  securities. 

Senator  Kellogg.  Oh,  I  include  that. 

Commissioner  Clark.  No  railroad  has,  in  my  judgment,  ever  been 
embarrassed  financially  if  the  proceeds  from  the  sale  of  its  stocks 
and  bonds  have  been  devoted  to  the  development  of  the  property. 
It  is  the  diversion  of  the  proceeds  of  these  securities  to  other  channels 
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that  leaves  the  raih-oad  with  a  burden  of  debt  that  it  can  not  carry. 
Then,  again,  Senator  Underwood.  I  suggest  that,  to  my  mind,  this 
would  be  in  no  sense  a  destruction  of  the  creation  of  the  State.  I 
think  it  would  be  the  salvation  of  many  of  them. 

Senator  Underwood.  Of  course,  it  probably  would. 

Commissioner  Clark.  I  am  not  trying  to  discuss  this  as  a  tech- 
nical question  of  law,  but  I  have  noted  that  when  a  railroad  which 
has  been  built  under  a  State  charter,  created  b}'  a  State  franchise, 
defaults  on  its  bonds,  the  receivership  is  in  a  Federal  court  and  not 
a  State  court. 

Senator  Underwood.  That  is  usually  due  to  the  fact  that  it  is  a 
foreign  corporation. 

Commissioner  Clark.  Yes. 

Senator  Underwood.  And  not  due  to  any  right  under  the  commerce 
clause  of  the  Federal  Constitution.  It  is  the  mere  fact  that  it  is  a 
foreign  corporation  in  the  State  in  which  the  legal  procedure  is  com- 
menced, and  that  carries  it  to  the  Federal  court. 

Commissioner  Clark.  The  Congress  has  said  that  certain  appli- 
ances shall  be  used  by  railroads  engaged  in  interstate  commerce,  and 
that  there  shall  be  certain  limitations  upon  the  hours  of  service  of 
the  employees,  and  the  courts  have  uniformly  held  that  those  regula- 
tions prescribed  by  the  Congi-ess  supersede  all  State  law. 

Senator  Underwood.  I  do  not  question  that,  Mr.  Commissioner,  at 
all.  In  my  judgment,  there  is  no  broader  power  in  the  Federal  Con- 
stitution than  the  commerce  clause.  It  is  the  broadest  power  of  all 
the  powers  the  Federal  Government  has,  unless  it  be  the  power  to 
make  war,  and  the  powers  growing  out  of  that.  And  as  long  as  it  is 
regulatory  I  can  see  beyond  question  that  it  goes  to  the  entire  borders 
of  the  country;  but  when  it  comes  to  a  question  of  prescribing  the 
terms  on  which  a  State  charter  shall  operate,  or  fixing  the  terms  of 
the  operation  of  a  charter  secured  from  one  sovereign  by  another 
sovereign,  I  have  some  doubts  about  it.  I  am  in  thorough  accord 
with  the  view  that  railroad  securities  should  be  controlled  by  the 
Government;  I  think  it  is  absolutely  necessary,  if  we  are  going  on 
under  private  ownership :  but  I  wanted  to  ask  you  if  the  commission 
had  investigated  the  question  as  to  how  far  we  could  go.  Noav,  of 
course,  I  think  it  will  be  helpful  in  most  cases,  but  the  laws  that  we 
pass  in  Congress  must  be  uniform ;  it  must  reach  to  every  railroad : 
it  must  apply  to  every  railroad.  Now.  while  it  might  be  a  just  law 
and  very  helpful  to  a  number,  it  might  be  destructive  to  the  last  one. 
A  law  providing  for  the  issuance  of  securities  on  account  of  the  weak- 
ness or  some  other  conditions  in  some  of  these  corporations  might 
destroy  the  corporation  entirely,  and  if  it  did,  then  it  would  raise 
the  question  as  to  whether  or  not  the  Congress  has  the  power,  under 
the  commerce  clause  of  the  Constitution,  to  pass  legislation  that  is 
destructive  of  the  rights  under  the  State  charter.  Now,  I  wanted  to 
ask  you  if  the  commission  had  reviewed  this  question  from  that 
standpoint. 

Commissioner  Clark.  No;  I  do  not  think  the  commission  has;  in 
fact,  I  know  that  the  commission  has  not  gone  into  it  that  deeply,  as 
a  purely  legal  question.  Senator.  We  have  entertained  no  doubt  of 
the  power  of  the  Congress  to  regulate  these  matters,  especially  in 
view  of  the  fact  that  the  capitalization  of  a  railroad  and  its  efforts 
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to  carry  the  burden  of  debt  that  it  has  assumed,  and  to  secure  divi- 
dends upon  its  stocks,  however  heavy  the  stock  issue  nuiy  be,  have 
always  had,  necessarily,  more  or  less  effect  upon  the  attempts  of  that 
railroad  at  least  to  fix  charges  upon  the  public. 

Senator  Gore.  Have  you  considered  the  advisability  of  Federal 
incorporation  of  all  interstate  carriers^ 

Commissioner  Clark.  We  have  talked  of  that.  Senator  Gore,  but 
we  have  not  undertaken  to  make  this  memorandum  argumentative, 
nor  have  we  suggested  the  exact  terms  of  any  bill.  We  realize  that 
there  are  many  angles  to  these  various  questions. 

Senator  Gore.  What  I  had  in  mind  was  that  that  uiight  be  the 
only  w^ay  to  arrive  at  control  of  these  issues. 

Senator  Underwood.  I  was  going  to  ask  about  that. 

Senator  (tore.  Excuse  me.  Senator. 

Senator  Underwood.  Certainly.  When  you  come  down  to  the  ques- 
tion of  Federal  incorporation,  the  Federal  Government  probably  has 
the  power  to  charter  a  Federal  corporation  for  the  purpose  of  carry- 
ing on  interstate  commerce.  I  do  not  think  there  is  much  question 
about  that;  but  most  of  these  corporations,  if  not  all,  now  hold  their 
charters  fro  mthe  States.  If  we  conclude  to  pass  a  law  providing 
Federal  incorporation,  the  railroads  now  exercising  the  power  held 
from  the  States,  has  the  Federal  Government  any  poAver  to  enforce 
the  adoption  of  a  Federal  charter  by  the  railroad  and  the  surrender 
of  its  State  charter  ? 

Commissioner  Clark.  I  should  be  very  sceptical  about  that. 

Senator  Underwood.  It  seems  to  me  it  is  a  very  doubtful  propo- 
sition. On  the  other  hand,  it  has  been  contended  by  some  that  we 
might  condemn,  through  the  right  of  eminent  domain,  the  roads  that 
are  exercising  State  charters  and  in  that  way  force  the  adoption  of 
a  Federal  charter ;  but  I  want  to  ask  you  if  the  commission  has  investi- 
gated the  question  in  any  way  as  to  whether  the  Congress  has  the 
right  and  the  power  to  pass  a  law  that  would  require  a  corporation 
performing  a  public  service,  at  present  holding  a  charter  from  a 
State,  under  the  power  of  eminent  domain,  to  surrender  that  or  to 
take  awa}^  the  exercise  of  the  right  of  public  service  under  a  State 
charter  and  force  it  to  accept  a  Federal  charter? 

Commissioner  Clark,  No;  I  have  never  heard  it  suggested  that 
the  power  of  the  Congress  would  extend  that  far,  and  I  have  never 
heard  it  suggested  in  our  own  discussions  of  this  matter  that  there 
was  any  occasion  for  such  extreme  action.  We  think  that  a  proper 
and  broad  supervision  of  the  issuance  of  these  securities — bonds  and 
stocks — and  of  the  expenditure  of  the  moneys  derived  therefrom,  Avill 
be  sufficient  to  avoid  the  things  which  we  think  ought  to  be  avoided, 
and  to  which  I  have  referred  in  this  paper. 

Senator  Underwood.  You  think  under  private  ownership  that  is 
as  far  as  it  is  necessary  to  go  in  this  regulations  of  the  issuance  of 
securities  and  the  control  of  the  receipts  of  the  corporation  ? 

Commissioner  Clark.  AVe^do. 

Senator  Underwood.  Now,  on  the  other  hand,  let  me  ask  you  this 
question:  The  basic  principle  on  which  these  railroads  can  run  and 
prosper  is,  of  course,  the  receipts;  that  is,  the  collections  from  freight 
and  passenger  traffic.  Now,  from  the  standpoint  of  the  shipper, 
has  the  cresent  svstem  of  allowinc:  the  railroads  to  initiate  the  rate. 
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and  the  commission  to  pass  on  each  separate  case,  proved  satisfactory 
to  the  shipping  public? 

Commissioner  Clark.  It  has  been  very  satisfactory  to  some  of 
them,  and  it  is  very  unsatisfactory  to  others.  With  so  many  railroads 
exercising  the  power  to  initiate  rates,  and  with  the  competition  be- 
tween them  in  full  play,  the  power  of  the  shipper  with  a  large  ton- 
nage is  very  great ;  and  it  is  to  correct  evils  and  difficulties  that  grow 
out  of  those  facts  that  leads  us  here,  and  has  led  us  in  our  reports  in 
previous  years  to  recommend  that  we  have  the  power  to  prescribe  the 
minimum  below  which  they  may  not  go,  as  well  as  the  maximum 
above  which  they  may  not  go. 

Senator  Underwood.  Now,  if  the  railroad  Avere  guaranteed,  by 
proper  legislation,  sufficient  return  from  its  freight  and  passenger 
rates  to  run  the  railroad — to  take  care  of  betterments,  improvements, 
and  repairs — and  a  reasonable  return  on  its  capital  invested,  would  it 
not  be  better  to  give  to  the  commission,  or  whatever  central  body  the 
Congress  may  put  it  in  the  hands  of,  the  entire  power  to  intitate 
and  make  rates? 

Commissioner  Clark.  I  am  not  sure  that  it  would  not  be  even 
better  than  a  limitation,  or.  rather,  better  than  to  leave  them  to  ini- 
tiate the  rates,  with  the  limitations  which  I  have  suggested  upon  the 
powers  of  the  commission.  It  necessarily  follows  that  if  you  are 
going  to  adopt  a  policy  such  as  you  suggest — and,  really,  that  is  the 
sound  public  policy — you  can  not  fix  the  rates  with  regard  to  the 
conditions  and  circumstances  of  an  individual  carrier,  where  there 
are  two  or  more  competing  carriers  for  the  same  business  and  between 
the  same  points.  Their  physical  conditions  are  not  the  same;  the 
natural  legitimate  investment  in  the  two  properties  would  not  be  the 
same,  and  their  actual  cost  of  doing  the  business  would  not  be  the 
same,  and,  therefore,  a  rate  upon  which  one  of  them  might,  in  its 
present  condition,  thrive  and  prosper,  would  be  inadequate  for  the 
other;  and,  therefore,  if  you  are  going  to  maintain  both  of  those 
properties  under  the  public  policy  which  contemplates  that  they 
shall  be  operated  as  public  servants  and  properly  serve  the  public 
that  depends  upon  them  respectively,  you  must  take  into  considera- 
tion the  conditions  of  both  of  them.  There  must  be  something  in  the 
way  of  an  averaging  of  those  conditions  in  determining  the  reason- 
able rate. 

Senator  Poikdexter.  VHny  could  they  not  be  required,  under  the 
power  of  the  Congress,  to  regulate  interstate  commerce,  to  pool  their 
earnings,  and  divide  them? 

Commissioner  Clark.  Senator,  that  would  be  a  part  of  and  covered 
by  the  suggestion  which  we  have  made  here  of  the  revision  of  the 
limitations  upon  the  competitive  activities  of  the  carriers.  Our  sug- 
gestion is  that  not  only  ought  there  to  be  opportunity  to  absorb  into 
the  larger  systems  the  poor  and  weak  railroads  that  are  unable 
to  furnish  the  right  kind  of  service,  and  unable  to  further  finance 
themselves,  but  that  there  should  be  a  wiping  out  of  the  lim- 
itations upon  the  consolidation  or  unification  of  the  carriers' 
competitive  facilities  and  lines,  to  such  extent  as  may  be  approved  by 
the  designated  Federal  authority  after  full  investigation  and  public 
hearing,"so  that  everybody  may  know  Avhat  the  proposition  is ;  so  that 
everybody  may  know  what  is  said  in  support  of  it ;  so  that  everybody 
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may  knoAv  what  objections,  if  any,  are  advanced:  and  a  report  of  that 
tribunal  or  authority,  whatever  it  was,  on  the  subject  would  state  to 
the  public  what  ought  to  be  done,  and  why  it  ought  to  be  done,  and 
there  would  be  no  public  interest  injured,  that  we  can  see. 

Senator  Poindexter.  That  Avould  remove  the  difficulty  you  have 
just  mentioned,  of  having  to  make  the  rate  for  both  lines,  so  that  the 
more  expensive  one  should  earn  a  dividend? 

Commissioner  Clark.  Well,  I  did  not  go  so  far  as  to  suggest  that 
the  more  expensive  one  should  earn  dividends,  because  there  are  some 
of  them  that  never  can  earn  dividends  on  their  present  capital  under 
any  rate  that  would  be  considered. 

Senator  PoI^^DExTER.  What  is  your  solution  of  the  problem  you 
have  just  mentioned,  where  the  rate  would  be  profitable  to  one  road 
and  not  profitable  to  the  other? 

Commissioner  Clark.  A  rate  that  would  give  them  a  reasonable 
return  on  the  property  that  they  devote  to  the  public  service. 

Senator  Underwood.  If  you  had  the  power  to  fix  the  rate — not  a 
rate  that  would  be  reasonable  so  far  as  the  specific  charge  on  a  ton 
of  pig  iron  or  a  basket  of  feathers  is  concerned,  but  a  reasonable 
rate  that  would  yield  a  fair  return  on  the  investment  in  the  property 
actually  devoted  to  the  public  service — the  commission  would  dis- 
criminate as  to  how  much  of  that  capital  investment  was  fictitious 
and  how  much  of  it  was  real  ? 

Commissioner  Clark.  Yes. 

Senator  Underw^ood.  And  you  have  that  power  now  ? 

Commissioner  Clark.  Yes. 

Senator  Underwood.  Now,  if  the  Congress  should  give  the  com- 
mission the  power  to  initiate  the  rate  on  the  basis  of  a  reasonable 
return  to  the  railroad,  in  those  cases  where  it  was  a  question  of 
through  rates  and  competitive  rates  you  could  establish  the  rates  on 
the  same  basis,  but  as  to  those  rates  that  were  not  competitive  you 
could  allow  a  sufficient  return  in  order  to  meet  the  financial  obliga- 
tions of  the  property.    Could  not  that  be  done  ? 

Commissioner  Clark.  I  think  so ;  yes,  sir ;  and  that  leads  me,  Mr. 
Chairman,  to  offer  right  here  a  statement  that  I  had  made  up  in 
our  Bureau  of  Statistics  from  the  official  reports  of  the  carriers  to 
the  commission. 

Senator  Kellogg.  Have  you  any  extra  copies  of  that? 

Commissioner  Clark.  Yes ;  I  have  three  copies  altogether,  Senator. 

Senator  Underwood.  I  would  like  to  have  you  put  one  of  them  in 
the  record. 

Commissioner  Clark.  Yes;  I  intended  to  put  this  in  the  record. 
There  has  been  a  great  deal  said,  especially  since  1910,  when  the 
railroads  may  be  said  to  have  first  begun  to  press  the  commission  for 
general  increases  in  their  rates,  about  the  "  credit  of  the  railroads," 
and  a  great  many  newspapers  and  magazine  writers  have  dilated 
upon  the  fact  alleged  by  them  that  the  credit  of  the  railroads  had 
been  destroyed  by  niggardly  regulation,  and  those  statements  have 
been  aimed  especially  at  the  Interstate  Commerce  Com.mission. 

Now,  as  of  some  interest  in  that  connection.  I  had  these  figures 
drawn  off  from  their  annual  reports  to  the  commission  for  the  years, 
beginning  1900  and  ending  with  1916,  the  last  year  for  which  we  had 
these  figures  available. 
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This  statement  shows  the  miles  of  road,  the  amount  of  funded  debt, 
the  amount  of  stock  outstanding,  the  amount  of  interest  on  the 
funded  debt,  the  amount  paid  in  dividends,  the  percentage  of  out- 
standing stock  upon  which  dividends  were  paid,  the  average  rate 
of  dividends  for  the  roads  that  did  pay  dividends,  the  operating 
revenues,  the  operating  expenses,  the  taxes  and  the  operating  income, 
the  surplus  at  the  close  of  the  year,  the  book  cost  of  the  property — 
that  is,  taking  the  carrier's  book  investment  account  at  its  face  value, 
although,  as  we  have  commented  in  some  of  our  reports,  prior  to 
1907  there  was  no  accurate  guide  whatever  to  the  amount  of  monej^ 
actually  invested  in  the  property,  and,  finally,  the  percentage  of  rail- 
way operating  income  to  the  book  cost  of  the  property,  that  book 
cost  being  what  I  have  just  suggested. 

Now,  it  was  not  until  August  28,  1906,  that  the  act  which  gave  the 
commission  power  to  fix  a  rate  became  effective,  and  I  just  want  to 
point  out  a  few  of  these  figures  as  illustrative  of  what  they  show- : 

In  1906  the  funded  debt  of  the  steam  roads  of  the  United  States — 
1  will  read  in  round  numbers — was  $7,766,000,000;  in  1916  it  was 
$10,938,000,000. 

In  1906  their  outstanding  stock  amounted,  at  face  value,  to  $6,803,- 
000,000 ;  in  1916,  $8,743,000,000. 

In  1906  the  interest  on  their  funded  debt  was  $322,555,000 ;  in  1916 
it  was  $474,534,000. 

In  1906  they  paid  in  dividends  $272,795,000.  In  1916  they  paid 
in  dividends  $342,109,000. 

In  1906,  66.5  per  cent  of  the  outstanding  stock  paid  dividends.  In 
1916,  60.38  per  cent  paid  dividends. 

Senator  Pomerene.  What  were  those  figures,  again '? 

Commissioner  Clark.  In  1906,  66.5  per  cent  of  the  outstanding 
stock  paid  dividends.  In  1916,  60.38  per  cent  paid  dividends.  There 
was  a  smaller  percentage  of  outstanding  stock  on  which  dividends 
were  paid  in  1916  than  in  1906. 

Senator  Pomerene.  And  in  1906  was  what? 

Commissioner  Clark.  Sixty-six  and  one-half  per  cent.  The  aver- 
age rate  of  dividend  for  the  roads  paying  dividends  in  1906  was 
6.03  per  cent.    In  1916  it  was  6.48  per  cent. 

In  1906  the  operating  revenue  was  $2,325,000,000.  In  1916  it  was 
$3,472,000,000. 

The  operating  expenses  in  1906  were  $1,536,000,000,  and  in  1916 
$2,277,000,000. 

The  operating  income  in  1906  was  $714,000,000,  and  in  1916  it  was 
$1,043,000,000. 

Now,  I  call  especial  attention  to  these  figures :  The  surplus  at  the 
close  of  the  year — and  that,  you  understand,  is  what  is  left  after  in- 
terest charges  have  been  met  and  Avhatever  dividends  were  declared 
have  been  paid — the  aggregate  surplus  at  the  close  of  the  year  in 
1906  was  $636,000,000,  and  at  the  close  of  1916  it  was  $1,935,000,000. 

The  book  cost  of  the  propertv,  as  shown  hj  the  carriers'  books, 
was  $12,420,000,000  in  1906,  and"'  $17,684,000,000  in  1916. 

Senator  Poindexter.  What  w^as  the  increase  in  mileage  in  that 
period? 

Commissioner  Clark.  The  mileage  in  1906  was  224.363,  and  in 
1016  it  was  254,251 — an  increase  of  30,000  miles. 
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Senator  McLean.  You  have  taken  just  two  years.  Those  details 
would  vary  greatly  in  comparing  other  years,  I  suppose? 

Commissioner  Clark,  They  show,  the  figures  which  I  have  read,  a 
practically  uniform  increase;  that  is,  a  progressive  increase.  1  will 
not  say  "  uniform,"  but  a  "  progressive  "  increase  of  these  several 
items.  The  average  rate  of  dividend  has  fluctuated  between  6.03  per 
cent  and  8.07  per  cent. 

Senator  Undekwood.  In  other  words,  you  think  those  figures — and 
they  apparently  do — point  to  the  fact  that  the  investor  in  railroad 
securities  need  not  be  apprehensive  of  Government  regulation,  so  far 
as  his  security  is  concerned  ? 

Commissioner  Clark.  They  point  to  the  fact,  Senator — and,  as  I 
stated  before,  they  are  their  own  figures;  thej^  are  not  ours,  except  as 
we  have  taken  them  from  their  reports — that,  in  the  aggregate,  their 
increase  in  revenue  has  kept  pace  with  all  increased  investment,  and 
the  operating  income  has  increased  more  than  the  increase  in  the 
number  of  miles;  and  the  surplus  has  increased  marvelously.  That 
surplus  must  have  been  earned. 

Senator  Underwood.  Unquestionably;  and  it  is  apparent  fi-om 
these  figures,  as  a  whole,  that  the  condition  of  railroad  securities  has 
improved,  rather  than  depreciated,  under  Government  regulation, 
because  the  surplus  at  the  close  of  the  year,  in  proporticm  to  the  mile- 
age, is  very  much  greater  now  than  it  was  in  1906  ? 

Commissioner  Clark.  If  you  will  pardon  the  interruption,  that  is 
why  we  do  not  understand  the  continued  reiteration  of  the  statement 
that  the  credit  of  the  railroads  has  been  destroyed  by  the  process  of 
regulation. 

Senator  Gore.  Mr.  Commissioner,  is  not  this  another  significant 
fact  to  be  taken  into  consideration  in  that  connection :  That  the 
tendency  of  the  rate  of  interest  has  been  generally  upward,  and  the 
consequence  is  that  while  bonds  of  all  sorts  have  tended  to  fall  off  in 
value,  railroad  bonds  have  stood  up  as  well,  under  that  tendency,  as 
bonds  of  other  descriptions,  which  shows  that  this  tendency  is  due  to 
general  causes,  and  is  not  related  to  railroad  securities  alone? 

Commissioner  Clark.  I  think.  Senator,  it  was  very  abundantly 
shown  in  connection  with  what  w^e  call  "  the  15  per  cent  case,"  that 
taking  the  market  quotations  and  the  market  prices  as  indicative, 
there  had  been  no  more  impairment  of  the  values  of  Government  se- 
curities than  of  industrials  or  other  public  securities. 

Senator  Gore.  You  mean  "  railroad  "  securities. 

Commissioner  Clark.  Yes. 

Senator  Gore.  You  said  "  Government "  securities. 

Commissioner  Clark.  Yes?    I  meant  "  railroad  "  securities. 

Senator  Gore.  That  tendency  has  been  due  to  general  causes? 

Commissioner  Clark.  Yes. 

Senator  Underw^ood.  If  the  Congress  were  to  adopt  the  policy  of 
rate  regulation,  and  should  authorize  the  commission  to  prescribe  the 
rate,  of  course,  subject  to  an  appeal  to  the  courts,  as  they  have  now, 
but  to  initiate  the  rate  instead  of  the  railroad  company  initiating 
the  rate,  on  the  basis  that  the  railroad  company,  as  a  whole — 
not  in  detail  but  as  a  whole — should  have  a  reasonable  return  on  its 
invested  capital,  as  well  as  an  amount  necessary  to  run  the  road, 
would  not  that  have  a  tendency  to  stabilize  railroad  securities,  rather 
than  otherwise? 
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Coniinissioner  Clakk.  I  should  think  it  would  completely  stabilize 
them.    It  would  be  more  than  a  tendency. 

Senator  Underwood.  And  it  would  do  away  with  the  difficulty  of 
the  railroad  marketing  its  securities,  where  it  had  a  good  property, 
and  would  go  hand  in  hand  with  the  efforts  of  the  Government  to 
regulate  the  issuance  of  railroad  securities,  would  it  not? 

Commissioner  Clark.  I  think  it  would. 

Senator  Underwood.  Now,  on  the  other  hand,  would  not  that  sys- 
tem be  very  much  better  for  the  shipping  public?  Would  it  not 
be  a  better  system  for  the  business  man  who  is  interested  in  shipping 
his  freight  under  the  present  system? 

Commissioner  Clark.  I  think  so,  and  I  think  it  would  tend  to 
quiet  a  great  many  apprehensions  that  the  shipping  public  now  has. 
There  is  more  or  less  suspicion  in  the  minds  of  men  as  to  why  a 
railroad  does  a  certain  thing,  and  there  is  more  or  less  scepticism  as 
to  the  accuracy  of  the  representations  that  are  made  in  support  of  it. 
If  the  policy  which  you  suggest  were  adopted  by  the  Government, 
and  the  administration  of  it  committed  to  the  commission,  the  com- 
mission would  have  the  responsibility  of  determining  what  was  a 
reasonable  level  of  rates,  and,  having  done  that,  the  public  as  well 
as  the  railroads,  in  my  judgment,  would  accept  it;  and  manj^  of  these 
questions  that  are  now  brought  up  in  the  form  of  complaints,  and 
which  cause  endless  instances  of  litigation,  would  never  arise,  because 
the  determination  would  have  been  made  in  advance  and  there  would 
be  no  further  controversy  at  all. 

Senator  Underavood.  Now,  let  me  ask  you  this :  Where  a  railroad 
initiates  a  rate  that  is  not  satisfactory  to  the  shipper,  and  the  shipper 
is  required  to  appear  to  the  Interstate  Commerce  Commission  for  re- 
lief, through  what  period  of  time  does  a  case  of  that  kind  usually 
drag? 

Commissioner  Clark.  That  depends  altogether  upon  the  number 
of  rates  involved,  and  the  number  of  commodities,  and  the  extent  of 
the  territory  over  which  they  apply.  Some  of  them,  simple  in  their 
nature,  are  disposed  of  promptly;  but  where  there  is  a  large  volume, 
or  a  large  number  of  rates,  and  wide  territory  affected,  it  takes 
longer;  as,  for  example,  a  proposal  for  a  general  increase  in  rates 
upon  a  percentage  basis,  or  some  other  uniform  method,  raises  a  great 
many  protests,  the  interests  of  a  great  many  people  are  involved,  and 
that  takes  substantially  longer.  In  some  proceedings  it  has  taken  a 
year  to  investigate. 

Senator  Underwood.  Where  it  is  a  large  shipper,  with  large  in- 
terests involved,  there  is  not  so  much  difficulty  in  his  pursuing  his 
contention  to  an  ultimate  conclusion  before  the  commission,  and  ulti- 
mately before  the  courts;  but  if  it  is  a  small  shipper,  with  a  small 
amount  involved,  he  is  practically  under  the  present  system,  driven 
to  accepting  the  rates  initiated  by  the  railroads,  and  can  not  pursue 
his  appeal  ?    Is  not  that  so  ? 

Commissioner  Clark.  No;  I  do  not  think  that  is  quite  accurate, 
Senator.  There  are  probably  instances  of  that  kind,  but  every  town 
of  importance,  nowadays,  has  its  chamber  of  commerce  or  board  of 
trade  or  traffic  association,  and  they  handle  these  things  for  the  in- 
dividual members. 

Senator  Underwood.  What  I  was  leading  up  to  was  tl^s 


EXTENSION   OF   GOVERNMENT  CONTROL  OF  RAILROADS.         253 

Commissioner  Clark  (interposing).  And,  if  you  will  pardon  me 
just  a  moment,  there  are  a  good  many  instances  in  which  the  State 
commissions  are  charged  by  the  States  with  that  duty — of  prosecut- 
ing complaints  of  that  kind  before  the  Interstate  Commerce  Com- 
mission. 

Senator  Underwood.  What  I  am  leading  to  is  this — it  is  not  a 
criticism  of  the  Commission 

Commissioner  Clark.  Oh,  I  understand  that. 

Senator  Underwood.  It  is  simply  conditions  to  which  I  am  refer- 
ring; but  I  Avas  leading  in  my  mind  to  this,  that  if  we  charged  the 
Interstate  Commerce  Commission  with  the  authority  and  duty  of 
establishing  all  rates  on  the  basis  I  spoke  of  before  Avould  it  not  be 
more  responsi^'e  to  the  needs  of  the  shippers  ?  In  other  words,  if  there 
were  complaint  as  to  the  injustice  of  a  rate  would  not  the  complain- 
ant have  a  better  opportunity  to  get  relief  than  he  would  under  the 
present  system? 

Conmiissioner  Clark.  I  think  so,  and  I  think  he  would  have  less 
occasion,  after  the  system  once  got  down  to  a  smooth  working  basis, 
to  complain  of  it,  because  all  those  things  would  be  taken  into  consid- 
eration in  determining  the  rates. 

Senator  Underwood.  Then  I  judge  that,  speaking  for  the  commis- 
sion, you  think  that  if  we  can  pass  legislation  that  will  properly  regu- 
late the  issuance  of  securities,  and  put  the  power  to  initiate  rates  and 
to  establish  rates  on  the  railroads  throughout  the  country  in  the  hands 
of  the  commission — the  absolute  powder — that,  to  a  large  extent,  we 
would  have  relieved  the  evils  and  the  troubles  that  have  been  com- 
plained of  in  the  past? 

Commissioner  Clark.  I  think  you  would  want  the  supervision  of 
physical  operation,  to  which  you  referred  a  few  moments  ago. 

Senator  Underwood.  Of  course,  that  goes  with  it,  as  I  understand. 

Commissioner  Clark.  Yes ;  I  think  that  would  go  very,  vary  far. 

Senator  Watson.  Mr.  Commissioner,  if  I  catch  the  purport  of  your 
reconunendations,  all  the  members  of  your  commission,  save  Mr. 
Woolley,  are  against  the  five-year  extension  asked  for  by  the  Director 
General  ? 

Commissioner  Clark.  Well,  we  are  against  it  to  the  extent  that  we 
do  not  think  it  is  a  wise  policy. 

Senator  Watson.  Precisely ;  and  all  the  members  of  your  commis- 
sion, except  possibly  Mr.  Woolley,  are  opposed  to  Government  own- 
ership ? 

Commissioner  Clark.  Yes,  sir.  That  is — I  do  not  want  to  be  mis- 
understood on  that  score — one  or  more  members  of  the  commission, 
in  their  discussion  of  various  things,  have  said  that  if  such  and  such 
a  thing  which  has  been  suggested  by  somebody,  were  to  be  adopted, 
they  would  be  in  favor  of  Government  ownership. 

Senator  Watson.  Oh.  certainly. 

Commissioner  Clark.  But  assuming  governmental  regulation,  the 
commission  is  opposed  to  Government  ownership. 

Senator  Watson.  And  all  the  members  of  your  commission,  with 
the  ])ossible  exception  of  Mr.  Woolley.  deem  it  unwise  to  cast  the  rail- 
roads back  into  the  hands  of  their  owners  without  some  legislation? 

Commissioner  Clark.  Unqualifiedly. 
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Senator  WatsOjs:.  And  all  the  members  of  your  commission,  with 
the  possible  exception  of  Mr.  Woolley,  believe  in  private  ownership, 
private  management,  and  broadened  governmental  control? 

Commissioner  Clark.  Yes,  sir. 

The  Chairman.  May  I  ask  a  question  right  there  ? 

Senator  Watson.  Certainly. 

The  Chairman.  Carrying  out  the  plan  suggested  here,  would  it  not 
be,  to  all  intents  and  purposes,  a  unification  of  the  entire  railroad 
system  of  America  ? 

Commissioner  Clark.  Well,  it  would  make  possible  that  unifica- 
tion, in  so  far  as  it  is  necessitated  by  the  interests  of  the  public. 

The  Chair]man.  That  is  the  point  I  am  getting  at.  It  would  be 
unification  of  the  entire  railroad  system  of  the  country  under  the  con- 
trol of  whatever  body  the  Congress  might  see  fit  to  set  up,  having  the 
power  to  saj^  where  a  road  should  be  built,  and  taking  charge  of  the 
physical  property  in  reference  to  the  manner  in  which  it  should  be 
operated,  the  use  of  terminals,  and  establishing  uniform  service,  re- 
gardless of  whether  the  community  were  developed  or  undeveloped, 
and  bringing  about  a  condition  of  unified  service. 

Senator  Watson.  That  is  what  I  wanted  to  come  to  a  little  later 
on.  Mr.  Commissioner,  as  I  understand  the  report  of  the  commission, 
you  are  in  favor  of  the  elimination  of  all  competition;  is  that  right? 

Commissioner  Clark.  Except  the  competition  of  service. 

Senator  Watson.  How  do  you  distinguish  betAveen  "competition 
of  service  "  and  other  kinds  of  competition,  if  you  would  have  the  rail- 
roads operated  as  a  unified  whole  ? 

Commissioner  Clark.  Our  suggestion  is  not  so  complete  a  unifica- 
tion as  exists  at  the  present  moment.  Our  suggestion  is  for  the  elimi- 
nation of  unnecessary  and  wasteful  competition;  and,  speaking  only 
illustratively,  it  has  not  been  my  thought  at  all  that  if  the  commission 
were  endowed  with  the  power  that  is  here  suggested  it  exercise  it  to 
the  extent,  for  example,  of  permitting  a  consolidation  or  merger  of 
the  New  York  Central  system  and  the  Pennsylvania  Railroad  sys- 
tem; but  there  may  be  a  good  many  small  roads  between  them,  con- 
necting Avith  one  or  the  other  of  them,  which  it  would  be  in  the  public 
interest  to  have  one  or  the  other  of  them  absorb  and  make  it  a  part 
of  a  big  healthy  member  of  society. 

Senator  Kellogg.  I  do  not  understand  that  ,you  believe  that  all 
competition  as  to  service  between  the  great  carrier  lines  of  this 
country  should  be  eliminated  ? 

Commissioner  Clark.  Not  at  all.  Senator. 

Senator  Watson.    No. 

The  Chairman.  But  you  have  suggested,  Mr.  Commissioner,  that 
proper  service  should  be  enforced,  regardless  of  competition? 

Commissioner  Clark.  Yes,  sir. 

The  Chairman.  And  the  competition  that  would  come  would  be  in 
the  way  of  a  desire  to  render  the  public  better  service  in  order  to 
prove  their  greater  efficiency ;  but  you  Avould  enforce  proper  service, 
regardless  of  competition  ? 

Commissioner  Clark.  Yes. 

Senator  Gore.  Do  you  not  think,  Mr.  Commissioner,  that  it  would 
be  better  to  merge,  under  the  supervision  of  the  Interstate  Com- 
merce Commission,  all  the  railroads  of  the  country  into  two  or  three 
national  railroad  systems,  covering  the  whole  country?     Would  not 
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that  be  better  th.m  arbitrarily  or  artificially  dividing  the  country 
into  different  regions — this  regional  proposition? 

Commissioner  Clark.  I  have  never  been  able  to  quite  see  the  beau- 
ties or  the  benefits  of  the  so-called  regional  system,  Senator. 

Senator  (iIore.  AVould  not  such  a  regional  system  be  reversing  the 
law  of  progress,  and  tend  to  disintegration  rather  than  to  integration? 

Commissioner  Clark.  I  think  it  would  be  a  great  deal  better  public 
policy,  and  that  everybody  would  be  better  off  and  better  served 
if  the  railroads  were  consolidated  into  a  comparatively  few  large  sys- 
tems of  road. 

Senator  Gore.  Any  regional  segregation  of  the  country,  no  matter 
how  wise,  would  be  artificial  in  its  nature? 

Commissioner  Clark.  Yes,  sir.  I  would  not  have  any  difficulty,  so 
far  as  I  am  concerned,  in  approving  the  extension,  under  one  corpora- 
tion, of  a  railroad  from  the  Atlantic  to  the  Pacific,  if  they  wanted 
to  do  it. 

Senator  Gore.  If  we  had  two  or  three  systems  extending  from  the 
Atlantic  to  the  Pacific,  and  from  the  Great  Lakes  to  the  Gulf,  which 
would,  of  course,  result  in  competition  for  service  and  give  the  traffic 
of  the  country  a  choice  between  them,  that  would  be  better  than  any 
artificial  subdivision,  it  seems  to  me. 

Commissioner  Clark,  I  think  that  would  be  better. 

Senator  Gore.  Of  course,  with  lateral  arteries  connecting  in  be- 
tween, here  and  there. 

Commissioner   Clark.  Yes. 

Senator  Gore.  Have  you  considered  at  all  the  unification  of  the 
railway  transportation  of  the  country  with  the  merchant  marine? 

Commissioner  Clark,  No;  we  have  not.  We  have  considered  the 
question  of  coordination  of  the  rail  systems  Math  water  systems  serv- 
ing our  domestic  traffic. 

Senator  Gore.  Senator  Watson,  continue  the  point  you  had  in 
mind,  and  then  there  are  two  or  three  questions  I  wish  to  ask  later  on. 

Senator  Watson.  I  was  just  trying  to  get  at  the  thing  they  recom- 
mend here. 

Senator  Ivellogg.  Eight  on  that  point,  I  did  not  understand  that 
Commissioner  Woolley  recommended  Government  ownership,  or  rec- 
ommended turning  back  the  roads  without  the  opportunity  for  legis- 
lation.    Did  I  misunderstand  it? 

Commissioner  Clark.  I  do  not  think  that  I  have  said  that  he 
does. 

Senator  Watson.  No, 

Senator  Kellogg,  I  inferred  from  Senator  Watson's  question 

Commissioner  Clark  (interposing).  He  said:  "The  members  of 
your  commission,  with  the  possible  exception  of  Commissioner 
Woolley," 

Senator  Watson,  Yes;  and  inasmuch  as  he  did  not  make  it  clear, 
I  did  not  care  to  fix  his  status  definitely. 

Senator  Cummins,  Mr.  Woolley  makes  his  position  rather  clear  in 
his  own  statement. 

Senator  Watson.  You  do  not,  then,  believe,  Mr.  Commissioner,  in 
paying  a  fixed  dividend,  as  is  now  paid  under  the  standard  return  to 
all  railroads,  regardless  of  the  amount  of  traffic  or  the  service  ren- 
dered ? 
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Commissioner  Clark.  I  do  not  think  I  quite  catch  the  point  of  that 
question. 

Senator  Watson.  We  are  now  paying  fixed  dividends  to  stock- 
holders ? 

Commissioner  Clark.  No  ;  I  do  not  think  so. 

Senator  Watson.  Under  the  existing  law? 

Conmiissioner  Clark.  The  Government  has  pledged  itself  to 

Senator  Watson  (interposing).  A  standard  return? 

Commissioner  Clark.  It  has  pledged  itself  to  pay  to  the  carriers, 
as  compensation  for  the  use  of  their  properties  during  the  period  of 
Federal  control,  a  sum 

Senator  Watson  (interposing).  Equal  to  the  standard  return? 

Commissioner  Clark.  Equal  to  the  railway  operating  income  for 
the  test  period. 

Senator  Watson.  Precisely. 

Commissioner  Clark.  But  it  works  out,  as  to  a  good  many  of  these 
railroads,  that  that  guaranteed  standard  return  is  a  deficit. 

Senator  Watson.  Are  you  in  favor  of  continuing  that  sort  of  op- 
eration or  control  ? 

Commissioner  Clark.  Not  after  the  period  within  which  we  can 
reasonably  emerge  from  the  present  Federal  control. 

Senator  Watson.  Precise^.  That  is  what  I  wanted  to  get  at.  If 
you  were  to  eliminate  all  competition  of  every  kind  then  you  could 
not  get  a  new  railroad  built  in  the  country,  could  you  ? 

Commissioner  Clark.  Yes;  you  could  require  the  railway  that 
was  serving  that  territory  to  build  it.  That  is  one  of  our  proposi- 
tions. 

Senator  Watson.  Suppose  it  is  an  undeveloped  country;  suppose 
it  is  a  new  country,  with  no  railroads  built  down  through  it,  would 
you  compel,  then,  the  nearest  trunk  line  railroad  to  that  territory  to 
build  a  railroad  off  into  it  ? 

Commissioner  Clark.  Yes.  There  are  not  what  I  would  call  large 
regions  in  the  continental  United  States  that  are  not  near  railroads 
already  constructed.  Now,  a  railroad  having  been  given  a  right  to 
build  into  what  was  previously  an  undeveloped  territory  ought  not 
to  be  permitted,  as  a  public  servant,  to  build  as  far  as  its  selfish  de- 
sires or  its  competition  with  some  other  road  dictates,  and  to  stop 
there,  regardless  of  the  needs  of  that  territory ;  but  the  railroad,  hav- 
ing been  given  a  public  franchise  under  which  it  goes  in  there,  the 
Government  should  exercise  its  right  to  require  it  to  develop  the  ter- 
ritory into  which  it  has  built. 

Senator  Watson,  And  to  build  as  many  side  lines  as  may  be  neces- 
sary for  that  purpose  ? 

Commissioner  Clark.  Yes. 

Senator  Watson.  That  is  what  I  wanted  to  find  out — your  idea 
about  it.  Now,  is  it  or  is  it  not  true — I  am  quite  sure  that  a  good 
many  of  us  believe  it  to  be  true — that  before  the  railroads  were  taken 
over  by  the  Government  many  of  them  were  on  the  point  of  financial 
collapse;  that  they  could  not  finance  their  betterments;  they  could 
not  even  make  their  renewals;  they  could  not  go  into  the  market  and 
borrow  money;  is  that  true  or  not? 

Commissioner  Clark.  As  I  have  stated,  the  records  for  the  three 
years  included  in  the  test  period — that  is,  from  June  30,  1914,  to 
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June  30,  1917 — show  that  as  to  quite  a  number  of  them  they  made 
a  deficit  instead  of  havinf^  an  operating  income. 

Senator  Watson.  Yes;  that  was  true.  And  is  it  not  true  that,  at 
least  in  part,  that  was  due  to  the  fact  that  unreguLated  securities  were 
selling  at  a  higher  level  in  the  market  than  regulated  securities  at 
that  time  ? 

Commissioner  Clark.  I  do  not  know  as  to  that,  Senator.  I  would 
not  have  any  opinion  on  it.  I  may  say  that  I  have  never  been  able 
to  accept,  in  my  own  mind,  a  very  strong  or  direct  connection  be- 
tween the  selling  price  of  securities  on  the  New  York  Stock  Exchange 
and  the  real  worth  of  the  securities  or  the  property  underlying  them. 

Senator  Watson.  I  am  asking,  only  as  a  matter  of  fact 

Commissioner  Clark  (interposing).  Yes;  I  understand. 

Senator  Watson  (continuing).  Whether  or  not  that  was  not  true? 

Commissioner  Clark.  I  do  not  know  about  that. 

Senator  Watson.  Has  your  commission  considered  the  question  of 
whether  or  not  you  favor  one  man  at  the  head  of  the  railroad  trans- 
portation system  of  the  country,  with  a  place  in  the  Cabinet  ? 

Commissioner  Clark.  Yes ;  we  have  talked  on  that. 

Senator  Watson.  May  I  ask  what  are  your  views  about  that? 

Commissioner  Clark.  Well.  I  do  not  think  that  is  a  desirable 
plan. 

Senator  Watson.  Why? 

Commissioner  Clark.  It  was  suggested  the  other  day  by  the  Direc- 
tor Greneral  that  one  man  could  make  up  his  mind  somewhat  quicker 
than  a  commission 

Senator  Watson  (interposing).  Yes;  and  that  is  the  reason  I  am 
asking  you  the  question. 

Commissioner  Clark.  And  there  is  no  doubt  that  if  you  have  a 
man  who  has  the  capacity  for  making  up  his  mind  at  all,  he  can  make 
up  his  mind  more  quickly  than  can  several  men;  but  we  think  that 
several  minds  studying  a  question,  and  with  an  effort  to  bring  their 
originally  conflicting  views  into  harmony,  and  considering  the  views 
of  each  other,  are  much  more  calculated  to  reach  the  right  result; 
for  the  same  reason  that  the  Senate  does  not  have  one  man  as  a 
Committee  on  Interstate  Commerce,  we  think  that  it  is  undesirable  to 
have  one  man  to  run  all  these  railroads  of  the  United  States — the 
most  tremendous  industry  in  the  United  States,  with  the  sole  excep- 
tion of  agriculture. 

Senator  Watson.  Precisely,  and  I  entirely  agree  with  you,  so  far 
as  that  is  concerned.  That  is  one  of  the  things  recommended,  and  I 
wanted  your  views  on  the  subject.  I  am  told,  without  knowing,  that 
that  is  one  of  the  provisions  contained  in  the  recommendations 
recently  formulated  by  the  railroad  men  themselves.  I  do  not  know 
whether  that  is  true  or  not,  but  I  am  told  that,  and  that  is  why  I 
wanted  your  views  on  it. 

Commissioner  Clark.  Assuming  that  to  be  true,  we  would  still 
disagree  with  it. 

Senator  Watson.  Now,  you  say  in  your  statement  that  you  are  in 
favor  of  eliminating  the  twilight  zone  which  seems  to  hover  on  the 
borderland  between  Federal  and  State  jurisdiction.  Will  you  be  a 
little  more  specific  about  that,  and  tell  us  just  what  you  mean  and 
how  that  is  to  be  done? 
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Commissioner  Clark.  Our  suggestion  is  that  it  could  probably  be 
resolved  by  cooperation  between  the  State  and  Federal  authorities, 
if  the  Federal  commission  were  authorized  to  so  act  and  to  utilize 
the  services  of  the  State  commissions  in  appropriate  instances  and  to 
an  appropriate  extent.  Now,  there  are  a  great  many  of  the  activities 
of  State  commissions — and  when  I  speak  of  the  "  activities,"  I  mean 
many  of  the  matters  committed  to  their  jurisdiction — which,  of 
course,  have  no  effect  whatever  upon  interstate  commerce  or  its 
regulation. 

Senator  Watson.  Yes. 

Commissioner  Clark.  In  the  matter  of  rates  there  come  instances 
of  conflict  if  the  State  prescribes  a  lower  scale  of  rates  than  the  inter- 
state rates;  and  we  have  been  called  upon  in  a  great  many  instances 
to  exercise  our  power  to  remove  alleged  undue  ^jrejudice  arising  from 
that,  and  in  some  instances  we  have  had  to  exercise  that  power. 
Now,  we  are  all  learning  out  of  the  experience  of  these  days,  and  we 
have  rather  an  abiding  faith  that  with  a  spirit  of  cooperation — not  to 
delegate  our  power  at  all,  or  to  redelegate  that  which  has  been  dele- 
gated to  us — if  we  could  be  authorized  to  cooperate  with  the  State 
commissions,  and  in  some  of  these  matters  to  utilize  the  State  com- 
mission's services  it  would  build  up  a  spirit  of  cooperation  and  a 
unity  of  work  that  would  necessarily  bring  about  a  unity  of  purpose 
and  eventually  overcome  most  of  these  difficulties.  It  might  not  en- 
tirely do  so,  but  we  think  it  is  well  worth  trying,  and  that  it  promises 
good  results.  We  think  that  the  same  spirit  is  entertained  by  a  great 
majority  of  the  members  of  the  State  commissions,  and  we  believe 
that  they  would  enter  cordially  into  a  plan  or  effort  of  that  sort. 

Senator  Pomerene.  May  I  ask  just  one  question?  Mr.  Commis- 
sioner, you  have  made  certain  well-defined  suggestions  here  to  the 
committee,  and  through  the  committee  to  the  Congress,  as  to  certain 
regulations  and  changes  in  regulations.  I  do  not  understand  that 
your  commission  expected  the  Congress  to  take  five  years  to  con- 
sider them  before  acting  upon  them? 

Commissioner  Clark.  No;  we  had  no  such  idea.  Senator. 

Senator  Poindexter.  What  is  your  view.  Mr.  Clark,  about  sub- 
commissions,  or  a  division  of  the  Interstate  Commerce  Commission 
into  a  number  of  subordinate  bodies,  subject,  of  course,  to  the  con- 
trol of  the  central  body,  distributed  over  the  country  in  regions,  or 
with  respect  to  systems  of  railroad,  so  as  to  increase  the  ability  of 
the  commission  to  deal  with  the  vast  problems  that  are  under  its 
jurisdiction? 

Commissioner  Clark.  Why.  Senator.  I  have  found  one  particu- 
lar difficulty  in  bringing  my  mind  to  favor  that  plan,  and  that  is 
the  practical  impossibility  of  regioning  the  country  in  a  way  that 
would  not  separate  carriers'  lines,  or  what  are  natural  traffic  terri- 
tories; but  those  difficulties  are  not  insurmountable.  The  virtue,  as 
I  see  it,  of  that  plan  would  be  to  bring  the  members  of  the  commis- 
sion in  the  various  regions  more  directly  in  contact  with  the  people 
whose  business  they  were  really  handling.  Necessarily,  the  central 
body  would  have  to  exercise  careful  scrutiny  of  the  decisions  of  the 
subordinate  commissions  in  the  regions  in  order  to  ])reservc  tl\at 
degree  of  uniformitv  which  the  Supreme  Court  and  others  have  al- 
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ways  recognized  as  the  particular  i^urpose  of  the  act  to  reguhite 
commerce. 

The  Chairman.  Mr.  Commissioner,  we  would  like  to  have  you 
appear  again  to-morroAv,  because  we  have  not  quite  completed  the 
questions  we  wanted  to  ask  you,  and  the  hour  for  our  recess  hav- 
ing arrived,  the  committee  will  stand  adjourned  until  to-morrow 
morning. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  to  Wed- 
nesday, January  8,  1919,  at  10  o'clock  a.  m.) 
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RAILROADS. 


WEDNESDAY,  JANUARY  8,  1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington^  D.  C. 
The  committee  met,  pursuant  to  adjournment,  in  room  410,  Senate 
Office  Building,  at   10  o'clock    a.    m.,  Senator    Ellison    D.    Smith 
(Chairman)  presiding. 

STATEMENT  OF  MR.  EDGAR  E.  CLARK— Resumed. 

The  Chairman.  Mr.  Clark,  you  may  take  the  chair,  and  resume 
your  statement. 

Commissioner  Clark.  I  presented  yesterday,  Mr.  Chairman,  some 
figures  which  you  have  now  had  printed.  I  wanted  to  comment  on 
those  figures,  simply  to  explain  one  rather  abrupt  increase,  or  de- 
crease, as  you  may  call  it,  in  the  amount  of  dividends. 

In  1912  the  amount  paid  in  dividends  was,  in  round  numbers, 
something  over  $400.000,000 ;  and  in  1911  it  was  $460,000,000.  Now, 
in  1911  the  Oregon  Short  Line  Railroad  Co.  declared  a  dividend  of 
68.68  per  cent  on  $100,000,000  of  stock;  and  in  1912  they  declared 
a  dividend  of  10  per  cent.  The  Houston  &  Texas  Central  Eailroad 
Co.  in  1911  declared  a  20  per  cent  dividend  on  $10,000,000  of  stock; 
and  in  1912  nothing. 

The  Chicago,  Milwaukee  &  Puget  Sound  Railway  Co.  in  1911 
declared  a  dividend  of  5  per  cent  on  $100,000,000,  and  nothing  in 
1912.  Those  facts  account  for  a  very  substantial  part  of  that 
$60,000,000  fluctuation. 

Senator  Pomerene.  Was  there  any  special  reason  for  those  differ- 
ences in  dividends  there  ? 

Commissioner  Clark.  We  are  not  advised  as  to  that,  Senator.  We 
simply  have  the  report  of  the  action. 

Senator  Pomerene.  I  see. 

Commissioner  Clark.  The  decline  in  1915  compared  with  1914  is, 
we  think,  largely  explained  by  the  fact  that  the  Union  Pacific  Rail- 
road Co.  in  1914  paid  extra  dividends  amounting  to  $74,020,372. 

Senator  Watson.  Let  me  ask  you  a  question  brought  out  by  the 
interrogation  of  Senator  Pomerene.    You  say  that  if  a  railroad  com- 

261 


262  EXTENSION   OF   GOVERNMENT  CONTHOL  OF   RAILROADS. 

paiiy  doihircd  ti  good  dividend  one  year  and  nothing  the  next  year, 
you  did  not  examine  into  the  cause  of  that?    You  only  took  the  fact? 

Commissioner  Clark.  We  might  have  had  some  occasion,  in  an 
individual  case,  to  inquire  into  it,  but  unless  there  was  some  special 
reason  for  it,  Ave  did  not. 

Senator  AVatson.  It  was  not  the  policy  of  the  Commission,  then, 
to  inquire  into  the  payment  of  dividends? 

Commissioner  Clark.  No. 

Senator  Watson.  Whether  large,  small,  or  nothing? 

Commissioner  Clark.  No.  The  railroad  companies,  according  to 
the  judgment  of  their  boards  of  directors,  pass  their  dividends  and 
utilize  the  funds  for  investment  in  property,  sometimes.  The  com- 
mission has  no  powers  to  direct  in  any  measure  what  the  dividends 
shall  be. 

Senator  Watsok.  No. 

Commissioner  Clark.  And  w^e  simply  take  these  figures  from  their 
reports.  All  of  these  facts  are  stated  in  their  annual  reports  to  the 
commission.  I  do  not  know,  Mr.  Chairman,  but  what,  before  I  re- 
sume comment  on  some  features  of  the  paper,  I  might  present  some 
figures  which,  as  I  said  yesterday,  I  had  had  prepared,  as  responsive 
to  questions  that  were  asked  the  Director  General,  and  as  to  which 
he  did  not  have  the  information. 

We  get  informally  each  month  from  the  president  of  the  Railway 
Car  Manufacturers'  Association  a  statement  of  the  cars  built  and 
the  orders  for  cars  unfilled,  and  a  comparison  of  those  fi^ires  for 
the  respective  months  of  1918  with  one-twelfth  of  the  annual  output 
of  1917  has  been  made,  and  I  have  had  a  compilation  of  those  figures 
made  by  months,  from  January  to  November,  inclusive. 

Senator  Pomerene.  Of  1917? 

Commissioner  Clark.  For  1918,  compared  with  one-twelfth  of  the 
annual  output  of  1917. 

Senator  Pomerene.  I  see. 

Commissioner  Clark.  The  output  of  1917,  averaged  by  dividing 
the  total  by  12,  shows  an  output  of  freight  cars  of  10,295  monthly. 
The  output  for  1918  was  smallest  in  April,  when  it  was  5,829:  and  it 
ran  along  at  6,000,  7,000,  and  8,000  each  month,  except  in  March, 
when  it  was  slightly  over  10,000. 

The  Chairman.  What  was  the  average  for  the  months  in  1918? 

Commissioner  Clark.  Seven  thousand  six  hundred  and  seventy- 
seven  was  the  average  monthly  output  of  freight  cars  in  1918  for  the 
11  months,  and  the  average  for  1917  was  10,295.  The  average 
monthlv  output  of  passenger  cars  in  1918,  for  the  11  months,  was 
74:  and  the  average  monthly  output  for  the  year  1917  was  135.  I 
will  file  this  statement. 

The  Chairman.  Yes:  let  it  go  in, 

(The  statement  above  referred  to  appears  in  full  below,  as 
follows:) 
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Eciru'MKNT  Statistics. 

[Compiled  from  figures  submitted  by  Prof.   E.   F.   Goss,   president   Railway   Car  Manufac- 
turers' Association.] 

Month! !/  out  put  of  cars  (luring  1918  in  comparison  with  monthly  output  for  1917  ; 
monthly  figures  for  1917  based  on  one-twelfth  of  total  output  for  that  year. 
Figures  are  for  first  11  months  only. 


Output. 

On  order  and  undelivered  at  end  of 
month. 

Nionth. 

Freight. 

Passenger. 

Freight. 

Passenger. 

1918 

1917 

191S 

1917 

1918 

1917 

1918 

1917 

January 

6,312 

10.  295 

31 
62 

253 
40 

127 
52 

123 
33 
31 
33 
24 

135 
135 
135 
135 
135 
135 
135 
135 
1.35 
1,35 
135 

73,042 
6-1,689 
62, 260 
51,507 
144,904 
136, 936 
139, 821 
162,027 
162, 285 
191.093 
183',  891 

575 
513 

643 
388 
487 
514 
332 
361 
336 
303 

February 

S,  757          10.  295 

March .  '     

10, 322 
5, 829 
S,  .551 
8,042 
7,419 
7,064 
6, 095 
7, 107 
8, 945 

10, 295 
10, 295 
10,295 
10, 295 
10. 295 
10,295 
10, 295 
10, 295 
10, 295 

May . 

June 

July 

Aucust 

Septenil)i>r 

October 

Noyemlior 

Total 

84,443 

113,245 

809 

1,485 

1 

1 

Estimating  December  output  for  1918  as  one-eleventh  of  total  for  11  months 
produces  the  following  figures: 


Freight  cars. 

Passenger  cars. 

1918 

1917 

1918 

1917 

92, 124 

123,  .540 

883 

1,620 

Montlily  average 

7,677 

10,295 

74 

135 

Senator  Watson.  How  about  locomotives,  Mr.  Clark? 

Commissioner  Clark.  We  have  no  such  reports  as  to  locomotives, 
Senator,  and  no  such  complete  or  accurate  information.  This  infor- 
mation as  to  cars  is  from  the  source  which  I  have  indicated,  and  that 
includes  all,  or  substantially  all,  of  the  manufacturers  in  the  United 
States. 

Senator  Pomerene.  Is  there  any  special  reason  why  you  should 
keep  that  account  with  regard  to  freight  cars  and  not  with  regard  to 
locomotives  ? 

Commissioner  Clark.  We  do  not  keep  that  account.  Senator.  1 
said  that  the  president  of  this  association  of  manufacturers  sends  it 
to  us  informally,  as  a  matter  of  information.  He  sends  that  state- 
ment in  detail  each  month,  and  I  have  taken  his  monthly  statements 
and  recapitulated  them  in  condensed  form. 

Senator  Pomerene.  I  see. 

Commissioner  Clark.  There  has  been  a  good  deal  of  discussion 
about  the  financial  results  from  operation,  and  a  comparison  of  those 
for  1917 
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Senator  Watson  (interposing).  That  is,  under  governmental  op- 
eration ? 

Commissioner  Clark.  Yes ;  and  the  suggestion  was  made  by  some 
one  that  it  would  be  interesting,  if  not  illuminating,  to  draw  a  com- 
parison of  the  results  under  Federal  control  with  the  average  of  the 
three-year  test  period. 

I  have,  therefore,  had  made  a  statement  from  the  reports  of  the 
carriers,  showing  for  each  of  the  months  from  January  to  and  in- 
cluding October  the  items  which  make  up  the  revenues  from  railway 
operations. 

Senator  Watson.  That  is,  January  to  October  of  1918  ? 

Commissioner  Clark.  As  compared  with  1917,  and  as  compared 
with  the  average  of  the  three  years  included  within  the  test  period. 

Senator  Watson.  What  was  the  date  of  the  taking  over  of  the 
railroads  in  1917? 

Commissioner  Clark.  January  1. 

Senator  Watson.  It  was  on  1st  day  of  January  ? 

Commissioner  Clark.  Yes. 

Senator  Watson.  I  had  forgotten  the  date. 

Senator  Pomerene.  It  was  1918  ? 

Commissioner  Clark.  Yes.  They  actually  took  physical  posses- 
sion of  them  the  28th  day  of  December,  1917,  but  in  an  accounting 
sense  it  w'as  January  1,  1918. 

Senator  Watson.  So  that  the  whole  of  1917  was  under  private 
management  ? 

Commissioner  Clark.  All  of  1917  was  under  private  management 
and  the  10  months  of  1918  shown  were  under  Federal  control,  and 
that  statement  is  made  up  by  months.  It  will  show  for  itself  how  it 
averages,  and  it  really  does  not  convey  any  special  new  information, 
except  the  average  of  the  three-year  test  period,  which  has  not  been 
compiled  before  or  presented. 

In  that  connection,  in  order  to  make  my  own  position  in  the  matter 
entirely  clear,  I  want  to  say  that  I  do  not  think  that  the  comparison 
with  the  average  of  the  three  years  during  the  test  period  approxi- 
mates very  closely  a  fair  comparison  with  the  corresponding  months 
in  1918,  and  for  this  reason :  During  a  very  substantial  part  of  the 
year  1917  we  were  actual  belligerents  in  the  war.  The  carriers  had 
been  obliged  to  make  substantial  increases  in  wages  and  to  meei  very 
largely  increased  costs  of  fuel  and  other  supplies.  They  had  applied 
to  the  commission  for  general  increases  in  their  rates;  the  carriers 
in  the  eastern  district  were  accorded  that  15  per  cent  increase  about 
the  middle  of  the  year,  and  the  stress  of  operation  was  great  on  ac- 
count of  the  war  conditions.  Without  attempting  to  recite  all  those 
difficulties  I  simply  point  out  that  during  a  very  substantial  part  of 
1917  the  carriers  were  operating  under  war  conditions  and  under 
increased  wages,  necessitating  increased  rates,  all  of  which  condi- 
tions were  reflected  in  perhaps  a  more  acute  way  in  1918,  so  that  I 
think  that  the  nearest  approximation  to  a  fair  comparison  that  can 
be  found  is  the  respective  months  in  those  two  years.  Of  course, 
some  of  those  months  in  1918  are  affected  substantially  by  the  fact 
that  in  that  month  they  took  into  account  payments  made  for  back 
wages,  with  the  result  that  in  June  the  operating  expenses  Avere  some- 
thing over  110  per  cent  of  the  revenues. 
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Senator  Cuminhns.  Mr.  Clark,  in  order  that  I  may  bear  it  in 
mind,  if  I  should  want  to  ask  you  some  question  about  it  hereafter, 
does  the  table  to  which  you  now  refer  show  the  aggregate  operating 
income— the  total  operating  income  of  all  the  railroads  reported  to 
the  Interstate  Commerce  Commission? 

Commissioner  Clark.  Yes,  sir. 

Senator  Cummins.  For  the  three-year  period — the  average  of  the 
three-year  period? 

Commissioner  Clark.  It  shows  the  average  for  each  month  for  the 
three-year  period. 

Senator  Cummins.  What  is  the  total  average?  Is  that  footed  up? 
What  I  want  to  know  is  what  is  the  amount  of  the  guaranty  ? 

Commissioner  Clark.  Yes ;  the  statement  is  here  for  the  10  months 
ending  with  October. 

Senator  Cummins.  No  ;  I  am  speaking  now  of  the  average  operat- 
ing income  for  the  three  years  that  were  taken  as  a  test  in  the  present 
law. 

Commissioner  Clark.  The  average  monthly  income  was,  for  that 
period,  $229,681. 

Senator  Cummins.  The  monthly  income  was  $229,000? 

Commissioner  Clark.  The  average  for  the  three  years. 

The  Chairman.  You  mean  $229,000  for  all  the  roads? 

Senator  Cummins.  $229,000,000,  I  should  think. 

Senator  Watson.  That  can  not  be  right,  Mr.  Clark. 

Senator  Cummins.  I  will  withdraw  the  question. 

Commissioner  Clark.  Excuse  me.  I  was  l/>oking  at  the  mileage 
operated.  That  was  my  mistake.  The  railroad  operating  income 
iverage  was  $779,694,244,  as  shown  in  the  statement  at  the  end. 

Senator  Cummins.  The  statement  does  not  show,  then,  what  we 
really  have  agreed  to  pay  or  guaranteed  in  the  way  of  an  operating 
income  ? 

Commissioner  Clark.  Substantially  the  figures  that  I  have  just 
stated. 

Senator  Cummins.  For  all  the  railroads? 

Commissioner  Clark.  Yes. 

Senator  Cummins.  How  much? 

Commissioner  Clark.  $779,694,244. 

The  Chairman.  That  is,  per  month? 

Senator  Cummins.  Oh,  no. 

The  Chairman.  That  is  for  the  entire  time? 

Commissioner  Clark.  That  is  the  average  for  the  10  months.  The 
average  of  the  three-year  period 

Senator  Cummins.  I  am  not  speaking  of  the  10  months,  I  am  ask- 
ing, according  to  the  test  period,  what  have  we  agreed  to  pay  per 
year  ? 

Commissioner  Clark.  Well,  I  have  not  those  figures  exactly. 
Senator. 

Senator  Cummins.  He  has  given  the  amount  we  would  have  to  pay 
for  10  months.  I  was  wondering  whether  he  had  it  for  the  whole 
year  ? 

Commissioner  Clark.  No;  that  has  not  been  figured. 

Senator  Cummins.  I  want  to  know  how  much  we  are  to  pay  for  the 
year  1918. 


266  EXTENSION    OF   GOVERNMENT  CONTEOL    OF    RAILROADS. 

Senator  Watson.  It  is  a  little  over  $900,000,000. 

Commissioner  Clark.  I  have  not  those  figures  for  any  period 
except  for  the  10  months,  because  all  of  these  figures  have  been  made 
on  the  basis  of  a  comparison  of  the  10  months  of  P^ederal  control 
with  the  corresponding  period  of  the  previous  year,  and  any  state- 
ment Avhich  we  might  make  from  the  reports  of  the  carriers  to  us 
as  the  aggregate  and  the  average  railw^ay  operating  income  for  the 
year  or  12  months  of  the  test  period  would  not  be  exactly  what  the 
Government  has  obligated  itself  to  compensate  them  for,  because 
our  figures  would  include  carriers  that  were  not  taken  under  Federal 
control  and  as  to  which  there  was  no  guaranty. 

Senator  McLean.  The  Director  General,  in  his  statement,  insisted 
that  these  figures,  whatever  they  might  show,  ,would  not  be  a  fair 
test,  because  the  conditions,  under  any  circumstances,  were  so  ab- 
normal, and  that  consequently  the  entire  experiment  should  be  con- 
tinued, in  his  opinion,  five  years.    What  do  you  think  of  that? 

Commissioner  Clark.  I  certainly  would  not  be  reckless  enough  to 
say  that  the  conditions  were  not  abnormal.  They  were  abnormal. 
The  conditions  were  abnormal  in  1917 — very  much  so — and  there- 
fore I  say  that  the  nearest  approximation  that  we  can  reach  to  a  fair 
comj)arison  of  the  results  from  operation  are  the  figures  for  1918, 
compared  with  the  corresponding  months  of  1917 ;  but  we  are  not  im- 
pressed with  the  idea  that  the  Congress  will  get  any  great  fund  of 
information  and  experience  that  would  be  helpful  in  a  final  solution 
of  this  by  extending  the  experimental  period  of  the  present  form  of 
Federal  control  for  five  years. 

Senator  McLean.  Do  you  think  that  six  months  or  a  year  longer 
would  be  sufficient  for  Congress  to  get  possibly  all  the  information 
that  would  be  of  value? 

Commissioner  Clark.  I  hesitate  to  express  an  opinion  as  to  how 
long  it  ought  to  take  Congress  to  get  the  information  it  .wants,  and 
to  make  up  its  mind  with  regard  to  it;  but  with  all  due  respect,  my 
judgment  would  be  that  within  one  year  the  Congress  could  gather 
all  the  information  that  it  is  possible  to  gather,  and  probably  legis- 
late or  put  into  legislative  form  the  policy  which  it  will  adopt  for  the 
future.  I  do  not  see  that  continued  Federal  operation  in  this  present 
form  would  cast  any  illumination  upon  these  other  considerations. 

Senator  McLean.  That  is  what  I  wanted  to  develop. 

Commissioner  Clark.  We  all  have  our  individual  ideas  as  to  what 
the  situation  would  probably  be  at  the  end  of  the  five-year  experi- 
ment. 

Senator  Underwood.  The  question  of  continuation  of  Government 
operation,  or  the  continuation  of  the  present  administration,  is  merely 
a  question  of  operation.  That  is  the  only  thing  it  determines,  is  it 
not? 

Commissioner  Clark.  I  think  so. 

Senator  Underwood.  And  the  operation  is  in  the  hands  of  the  same 
kind  of  railroad  men  that  it  was  before  the  railroads  were  taken 
over — there  is  no  difference  in  the  class  of  men  who  are  operating 
the  railroads  now  and  those  who  were  operating  them  when  the  Gov- 
ernment took  them  over,  is  there  ? 

Commissioner  Clark.  No;  the  actual  operation  is  in  the  hands  of 
men  who  have  been  in  it  for  a  good  many  years,  and  who  were  in  it 
when  the  railroads  were  taken  over,  and,  in  the  main,  they  are  now 
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on  the  same  properties  they  were  employed  on  when  the  Federal 
control  commenced.  Of  course,  there  is  a  difference  in  the  direction 
and  the  source  from  which  final  determination  emanates,  and  under 
Federal  control  a  good  many  things  can  be  done  that  could  not  be 
done  by  the  carriers  under  private  operation  and  management  under 
existing  law.  Of  course,  what  they  might  do  under  other  laws  has 
never  been  demonstrated. 

Senator  Underwood.  All  those  matters  relate  to  questions  of  opera- 
tion, though,  do  they  not  ? 

Commissioner  Clark.  Yes;  and  financing. 

Senator  Underwood.  The  only  financing  that  is  involved  is  the 
Government's  pocketbook  ? 

Commissioner  Clark.  There  is  some  advantage  in  having  a  revolv- 
ing fund,  even  if  it  does  not  revolve. 

Senator  McLean.  The  present  system  is  one  which  no  one  would 
believe  could  be  made  permanent  with  satisfaction,  is  it  not? 

Commissioner  Clark.  I  sliould  think  that  was  an  accurate  state- 
ment. Senator. 

Senator  McLean.  And  a  year's  time  w'ould  be  sufficient  to  get  all 
the  information  that  could  possibly  be  gotten,  for  the  purpose  of 
framing  a  system  which  we  hope  might  be  made  permanent,  which 
would  ha^e  some  chance  of  being  a  solution  of  the  problem? 

Commissioner  Clark.  Yes;  it  is  hardly  to  be  hoped  that  we  will 
be  able  to  evolve  a  perfect  system;  but,  as  I  have  said,  modification 
of  legislative  action  probably  in  different  particulars  from  time  to 
time  may  accomplish  it. 

Senator  McLean.  You  stated  yesterday  that  from  35  to  40  per 
cent  of  the  roads  were  not  self-sustaining  at  the  present  time? 

Commissioner  Clark.  No;  I  did  not  say  that.  I  "said  that  the 
figures  of  their  experience  in  the  test  period  and  their  average  annual 
railway  operating  income,  as  to  a  considerable  number  of  roads,  was 
a  deficit,  but  I  did  not  state  the  percentage  of  the  roads. 

Senator  McLean.  I  thought  you  did. 

Connnissioner  Clark.  No. 

Senator  McLean.  Do  you  know  the  percentage? 

Commissioner  Clark.  No;  I  do  not. 

Senator  McLean.  Whatever  that  percentage  is,  it  is  a  very  im- 
portant factor,  is  it  not,  in  the  solution  of  this  problem? 

Commissioner  Clark.  I  think  so. 

Senator  McLean.  Take,  for  instance,  competing  roads:  I  think 
you  stated  yesterday  that  you  thought  it  probable  that  those  roads 
would  be  absorbed ;  that  is,  that  what  we  may  call  the  poor  roads 
would  be,  in  time,  absorbed  by  the  large  and  profitable  roads? 

Commissioner  Ci^rk.  I  said  I  thought  it  would  be  a  sound  public 
policy  to  permit  that  to  be  done,  under  proper  public  regulation, 
and  under  certain  clearly  defined  terms  and  conditions,  to  be  ap- 
proved after  full  public  hearing. 

Senator  McLean.  Has  not  just  that  thing  happened  in  England, 
for  instance,  where  consolidations  have  been  permitted? 

Connnissioner  Clark.  I  could  not  testify  as  to  what  has  been 
done  in  England,  Senator. 

Senator  McLean.  That  has  been  stated  by,  I  think,  Mr.  Acworth. 
who  is  something  of  an  expert  in  such  matters. 
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Coiinnissioner  Clark.  Yes;  I  so  understand. 

Senator  McLean.  That  those  weaker  roads,  where  they  are  com- 
peting and  where  the  rates  could  not  be  raised,  have  been  absorbed, 
as  Mr.  Root  said  with  regard  to  Cuba,  "  for  having  a  nuisance 
vahie." 

Connnissioner  Clark.  I  have  personally  observed,  through  a  good 
many  years  of  more  or  less  familiarity  with  railroad  conditions  in 
this  country,  a  great  many  instances  of  a  property  struggling  along 
in  an  independent  and  separate  existence,  unable  to  earn  any  profit, 
and  barely  able  to  earn  operating  expenses,  and,  therefore,  of  neces- 
sity furnishing  a  very  poor  service  with  very  poor  equipment  on  a 
very  poor  railroad,  taken  in  by  a  large  and  strong  system  and 
promptly  developed  into  a  good  railroad,  furnishing  good  service, 
and  I  think  that  the  public  interest  was  thereby  served.  It  was 
merged  into  a  large,  strong  system.  Standing  on  its  own  legs  and 
dependent  on  its  own  resources  and  its  own  ability  to  finance  itself, 
etc.,  it  had  yielded  but  a  bare  and  meager  existence,  but  when  it 
became  part  of  a  large  system  it  contributed  fairly  ratably  to  the 
revenues  of  that  large  system  when  the  entire  earnings  of  that  system 
from  traffic  originating  on  that  road  Avere  considered  in  connection 
with  the  entire  service  performed. 

Senator  McLean.  Suppose  we  take  a  noncompeting  road — a  good 
road  which  has  gone  wrong,  like  the  New  Haven  Road.  I  am  re 
ceiving  letters  from  the  stockholders  of  that  road ;  I  live  in  that  sec- 
tion of  the  country,  and  they  are  urging  me  to  support  Government 
ownership  of  all  the  railroads,  their  idea  being  that  their  stock  will 
thereby  be  redeemed.  Do  you  think  there  is  very  much  prospect  of 
that? 

Commissioner  Clark.  I  can  not  conceive  of  that  being  possible  if 
my  understanding,  which  I  think  is  correct  in  a  general  way,  as  to 
the  conditions  of  that  property  is  correct.  In  other  words,  it  is  my 
impression  that  if  the  Government  were  to  acquire  that  property  it 
would  acquire  it  at  something  near  its  true  value,  and  that  the  pro- 
ceeds would  not  be  sufficient  to  pay  the  obligations  of  the  company 
which  have  preference  over  the  stock. 

Senator  McLean.  You  think  that  if  the  Government  should  take 
that  road  there  would  not  be  very  much  equity  for  the  stockholders? 

Commissioner  Clark.  That  is  my  impression. 

Senator  McLean.  Would  it  be  possible  to  raise  the  rates  suffi- 
ciently high  to  pay  for  the  service,  we  will  say,  on  some  of  the  lines 
of  the  New  Haven  Road?  Do  you  think  that  would  be  possible? 
I  remember  not  very  many  years  ago  we  Avere  paying  3  and  4  cents 
a  mile  on  the  branch  roads,  and  that  was  at  a  time  when  a  dollar  was 
Avorth  twice  as  much  as  it  is  noAv.  If  we  should  keep  up  comparative 
values,  Ave  would  be  paying  now  6  or  8  cents  a  mile  on  those  roads, 
and  I  am  sure  that  would  not  be  popular.  But  would  it  be  fair  and 
possible,  do  you  think,  to  raise  some  of  those  rates  where  they  are 
noncompeting,  so  that  they  would  pay  for  the  service? 

Commissioner  Clark.  Senator.  I  haA^e  an  impression  that  the  rates 
in  NcAV  England  are  pretty  high  now.  They  have  been  increased 
several  times.  They  Avere  increased  very  substantiall}'  by  authority 
of  the  commission  shortly  before  Federal  control  came  on.  and  since 
then  another  increase  of  25  per  cent  on  those  increased  rates — sub- 
stantially 25  per  cent — has  been  put  on. 
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Senator  McLean.  It  is  costing-  us  7  and  8  cents  a  mile  to  ride  in 
a  Ford  car,  but  we  are  all  riding  in  them.  And  the  question  is 
whether  the  patrons  of  the  road  would  be  willing  to  and  ought  not 
to  pay  what  the  service  is  worth,  but  I  will  not  continue  that. 

Commissioner  Ci^^rk.  So  far  as  their  willingness  is  concerned,  I 
sliould  say,  judging  from  their  expressions  which  they  have  ahvays 
presented  to  the  commission  in  connection  with  any  proposed  in- 
crease, there  would  not  be  an  oversupply  of  willingness. 

Senator  McLean.  No;  but  if  the  service  was  worth  it,  do  you 
think  it  would  be  fair? 

Commissioner  Clark.  Oh,  I  do  not  think  that  it  is  fair  to  draw 
any  comparison  between  the  cost  of  riding  in  a  privately  owned  auto- 
mobile and  the  cost  of  riding  on  a  common-carrier  railroad. 

Senator  McLean.  No  ;  that  is  true.  It  is  simply  a  question  of  the 
ability  of  the  person  to  pay;  that  is  all.  It  might  be  used  as  an 
argument  quietly. 

Commissioner  Clark.  The  theory  of  common-carrier  service  in 
this  country  is  that  the  carrier  shall  carry  for  all  who  offer,  and  the 
ability  to  pay  is  not  a  measure  of  the  value  of  the  service. 

Senator  McLean.  Do  you  think  the  Pennsylvania  Eailroad  or  the 
New  York  Central  Railroad  could  afford  to  pay  more  for  the  New 
Haven  Railroad  than  the  Government? 

Commissioner  Clark.  Oh,  I  would  not  undertake  to  express  judg- 
ment on  that.  The  New  York  Central  Railroad  does  not  need  it; 
it  has  the  Boston  &  Albany. 

Senator  McLean.  Take  the  Pennsjdvania.  I  understand  they  own 
a  large  block  of  the  stock  of  the  New  Haven  to-day.  Do  you  think 
they  could  afford  to  handle  it  better  than  the  Government  and  would 
handle  it  more  economically  and  serve  the  public  better  ? 

Commissioner  Clark.  So  far  as  my  personal  opinion  may  be  worth 
anything,  yes.  The  Pennsylvania  Railroad  has  spent  a  very  large 
sum  of  money  on  the  Long  Island  Railroad  in  making  a  connection 
with  the  New  Haven  Railroad  for  through  service,  and  it  would 
appear  that  the  systems  would  link  up  very  well. 

Senator  Watson.  Mr.  Commissioner.  Senator  McLean  was  asking 
you  a  while  ago  about  the  percentage  of  the  railroads  that  are  in  the 
hands  of  receivers.  Some  figures  have  been  handed  to  me  now  which 
show  that  in  1916  there  were  76,000  miles  of  railroad,  or  26  per  cent 
of  the  mileage,  in  the  hands  of  the  receivers,  and  40  per  cent  of  the 
stock  was  not  paying  dividends.  Has  that  percentage  increased  in 
the  10  years  from  1906  to  1916?  Your  figures  applied,  I  think,  to 
those  10  years? 

Commissioner  Clark.  I  referred  only  to  the  two  years  1906  and 
1916,  but  the  statement  shows  each  intervening  year  from  1906  to 
1916,  inclusive,  and  it  shows  the  mileage  that  was  in  the  hands  of 
receivers  during  each  of  those  respective  years.  To  what  year  did 
you  refer? 

Senator  Watson.  Mr.  Plumb  has  just  handed  me  the  figures  which 
show  that  in  1906  only  about  3  per  cent  of  the  railroads  were  in  the 
hands  of  receivers  and  in  1916  about  26  per  cent  were  in  the  hands 
of  receivers. 

Senator  McLean.  If  that  is  so.  do  you  think  that  fact  would  affect 
the  credit  of  the  prosperous  roads? 
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Commissioner  Clark.  No  ;  I  do  not  think  that  the  fact  that  certain 
impecunious  raih'oads  have  been  forced  into  bankruptcy  a-ffects  the 
credit  of  a  road  that  is  financially  sound  and  solvent. 

Senator  McLean.  Take  the  steel  industry  or  the  textile  industry. 
If  there  were  a  constantly  increasing  percentage  of  concerns  in  those 
industries  which  were  unable  to  make  both  ends  meet,  would  not  that 
affect  the  credit  of  those  lines  of  industry  somewhat? 

Commissioner  Clark.  No.  I  think  the  people  who  furnish  the 
loans  study  the  reasons  for  all  of  these  things,  and  the  fact  that  rail- 
road properties  go  into  receiverships  in  the  manner  in  which  the 
Rock  Island,  and  the  Frisco,  and  the  Cincinnati,  Hamilton  &  Dayton, 
and  the  Pere  Marquette,  and  the  Wabash  &  Pittsburgh  Terminal 

Senator  McLean  (interposing).  What  is  the  average  dividend  for 
1916,  taking  the  good  and  bad  roads  together  ? 

Commissioner  Clark.  You  mean  the  average  amount  of  dividend 
on  the  stock  that  did  pay  dividends? 

Senator  McLean.  Yes. 

Commissioner  Clark.  Six  and  forty-eight  hundredths  per  cent. 

Senator  McLean.  That  does  not  include  the  roads  that  did  not  pay 
any  dividends.     What  is  the  average  for  all? 

Commissioner  Clark.  Oh,  I  have  not  figured  out  what  the  amount 
paid  in  dividends  would  have  been  on  all  of  the  outstanding  stock. 

Senator  McLean.  It  would  not  have  been  over  4  per  cent,  would  it? 

Commissioner  Clark.  I  have  not  made  any  figures  on  that.  I  do 
not  know  what  the  percentage  would  be,  and  I  would  not  think  that 
those  figures  were  of  any  value,  if  you  could  get  them,  because,  as  I 
said  yesterday,  as  to  some  companies  there  is  a  large  amount  of  out- 
standing stock  that  never  did  represent  any  investment,  and  it  never 
has  paid,  and  probably  never  will  pay,  any  dividends,  and  I  do  not 
think  it  ought  to. 

Senator  McLean.  Of  course,  if  other  industries  were  making  very 
much  larger  profits,  naturally  capital  would  seek  investment  in  those 
industries  rather  than  in  the  railroads? 

Commissioner  Clark.  Capital  seeking  investment  in  railroads  is 
controlled  by  one  of  two  considerations:  It  is  either  invested  as  an 
investment,  with  a  confident  belief  that  it  is  a  good  investment,  or  it 
is  invested  on  a  bet — pure  speculation. 

Senator  Watson.  That  would  happen  only  with  a  new  line,  would 
it  not? 

Commissioner  Clark.  No,  sir;  it  happens  with  regard  to  many  of 
these  lines.  One  man  goes  to  a  broker  in  New  York  and  says, 
"•  Sell  so  many  thousand  shares  of  such  and  such  a  stock  on  my  ac- 
count," and  another  man  goes  to  another  broker  and  he  says.  "  You 
buy  so  many  shares  of  such  and  such  a  stock  for  my  account."  Now, 
if  you  call  that  "  investment,"  it  is  investment  for  purely  speculative 
purposes.     It  really  is  not  an  investment  at  all. 

Senator  Watson.  Well,  of  course,  in  that  sense,  Mr.  Clark,  all  in- 
vestment is  speculative.  A  man  does  not  invest  in  anything  unless 
he  thinks  he  is  going  to  make  money  out  of  it. 

Commissioner  Clark.  But  a  man  invests.  Senator,  in  some  things 
with  the  expectation  of  leaving  his  money  there  for  a  term  of  years 
and  of  securing  a  reasonable  or  acceptable  interest  on  it  during  that 
period  and  feels  certain  that  he  is  going  to  get  his  money  back  at 
the  end  of  that  period. 
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Senator  Underwood.  Like  investing  in  Government  bonds,   v 

Commissioner  Clark.  Exactly.  And  another  man  buys  a  hun- 
dred shares  of  railroad  stock  without  ever  expecting  to  keep  it 

Senator  Pomerene  (interposing).  The  same  way  that  he  plays 
poker. 

Commissioner  Clark.  Exactly,  and  when  the  time  comes  to  settle 
he  gets  the  difference  between  the  purchase  price  and  the  sale  price, 
although  no  stock  has  actually  passed  from  one  hand  to  the  other. 

Senator  McLean.  The  prospect  that  railroad  stocks  would  go  up 
has  not  been  very^ood  for  the  last  8  or  10  years,  has  it  ? 

Commissioner  Clark.  That  depends  on  what  stock  you  are  speak- 
ing of. 

Senator  McLean.  Yes. 

Commissioner  Clark.  I  think  it  has  not  been  10  years  since  tlie 
stock  of  the  New  Haven  Railroad  was  selling  at  250. 

Senator  McLean.  I  think  it  is  just  about  10  years  ago.  Perhaps 
I  had  the  period  too  long.  Say  five  or  six  years  ago.  Nobody  who 
pretends  to  be  posted  in  such  matters  would  recommend  anj^one  to 
invest  iv  railroad  securities.  Well,  that  is  all:  I  do  not  care  to  pur- 
sue that  any  further. 

Senator  Pomerene.  Mr.  Clark,  let  me  ask  you  a  question.  The 
Director  General  recommends  the  continuation  of  the  present  Gov- 
ernment control  for  a  period  of  five  years.  You  stated  a  moment 
ago  that  you  though  Government  control  for  another  year  would 
be  a  sufficient  length  of  time  within  which  to  perfect  tlie  changes 
which  you  recommended  yesterday. 

Commissioner  Clark.  Yes. 

Senator  Pomerene.  Now,  assume,  for  the  sake  of  the  argument, 
that  these  railroads  might  be  turned  over  in  the  immediate  future, 
as  was  hinted  they  might  be  in  the  event  the  five-year  control  was 
not  permitted  by  the  Congress.  Is  there  any  reason  why  these  re- 
forms that  you  have  suggested — and  when  I  say  "  reforms  "  I  mean 
both  legislative  and  administrative — could  not  be  carried  out,  even 
if  the  roads  were  turned  back  to  the  owners? 

Commissioner  Clark.  No;  but  the  effect  of  them  would  be  sub- 
stantially less. 

Senator  Pomerene.  What  do  you  think  would  be  the  advantages 
of  making  these  reforms,  legislatively  speaking,  before  the  roads 
were  turned  back,  and  what  would  be  the  disadvantages  if  the  roads 
were  turned  back  immediately  ? 

Commissioner  Clark.  If  the  roads  were  turned  back  immediately, 
without  any  of  these  legislative  changes,  they  would  be  confronted 
with  the  limitations  of  the  existing  law.  and  would  be  unable  to  do 
promptly  many  of  the  things  which  I  am  certain  they  would  do  if 
the  law  were  different.  They  would  be  unable  to  continue  under 
private  ownership  under  those  conditions  some  of  the  advantages 
which  we  all  admit  accrue  from  unified  operation  under  Federal 
controL  There  would  be,  I  think,  a  great  disturbance  of  financial 
arrangements;  and  a  good  many  of  these  carriers,  as  I  have  been  told, 
had  their  organizations  substantially  dissipated;  and  it  would  seem 
to  me  and  it  would  seem  to  the  commission  that  it  is  most  desirable 
that  these  reforms  be  provided  first,  so  that  the  carriers,  upon  the 
resumption  of  the  operation  of  their  properties,  might  have  the  ad- 


272  EXTENSION    OF    GOVERNMENT  CONTEOL   OF   EAILROADS. 

vantages  of  them  to  start  with.  There  is  everything  in  getting  started 
right  in  most  anything  in  this  world ;  and  to  put  it  concretely,  I  think 
if  I  had  my  way  I  would  say,  "  This  period  of  Federal  control  will 
terminate  on  a  given  date;  these  roads  will  be  turned  back  to  their 
owners  under  the  laws  as  they  are  in  the  meantime  formulated  by 
the  Congress,"  and  I  would  fix  the  date  far  enough  ahead,  so  that  I 
would  feel  reasonably  sure  that  the  legislation  could  be  enacted,  and 
everybody  would  know  when  the  roads  were  to  be  turned  back  and  all 
of  this  uncertainty  and  all  of  this  disturbance  of  the  morale  on  both 
sides  which  we  hear  spoken  of  would  be  done  away  with. 

Senator  Pomerene.  Then  it  is  your  judgment  that  even  if  we  do 
not  extend  Government  control  for  five  years  the  Director  General 
ought  to  retain  control  of  these  roads  for  a  reasonable  length  of  time 
in  order  to  permit  Congress  to  effect  these  changes  ? 

Commissioner  Clark.  Why,  Senator,  as  a  sound  proposition,  and 
to  speak  with  blunt  frankness,  I  think  that  now  the  war  is  over  the 
Congress  ought  to  withdraw  from  the  President  the  power  to  sur- 
render these  roads  on  an  hour's  notice  and  that  Congress,  which 
must  determine  the  future  policy,  ought  to  say  when  they  will  go  back 
to  their  owners. 

Senator  McLeak.  That  is  not  easily  done.  You  may  have  noticed 
in  the  papers  of  yesterday  that  the  farmers  of  the  country  had  a  re- 
construction convention,  I  think,  in  this  city,  and  they  unanimously 
adopted  resolutions  in  favor  of  Mr.  McAdoo's  five-year  extension, 
and  you  may  have  noticed  that  Mr.  McAcloo  three  or  four  days  ago 
gave  a  statement  to  the  press  that  wages  would  not  be  reduced  if 
the  five-year  period  was  continued. 

Commissioner  Clark.  I  am  not  arguing  that  they  would  be  reduced 
if  it  was  not  continued. 

Senator  McLean.  I  am  speaking  about  the  question  of  the  case 
with  which  the  legislation  could  be  secured.  He  also  stated  that 
2,500,000  employees  were  very  much  pleased,  and  that  they  all  have 
votes. 

Senator  Watson.  I  am  informed,  Senator  McLean,  that  that  was 
an  unauthorized  statement  about  a  resolution  having  been  adopted 
by  the  farmers. 

Senator  McLean.  Well,  I  noticed  it  in  the  Star,  I  think  it  was, 
last  night.  I  know  that  a  Mr.  Baker,  from  Michigan,  stated  that  the 
railroads  ought  to  remain  in  the  control  of  the  Government,  because 
beans  which  were  selling  in  Michigan  at  18  cents  a  quart  were  50  cents 
a  quart  in  Washington. 

Senator  Townsend.  I  did  not  understand  Mr.  Baker  to  say  that, 
Senator  McLean.  Mr.  Baker's  argument,  as  reported  in  the  paper, 
was  that  the  farmer  ought  to  have  a  better  show  than  he  is  having 
under  present  conditions. 

Senator  Watson.  Whatever  it  was,  I  understand  it  was  unauthor- 
ized. 

Senator  McLean.  The  statement  was  that  the  increase  in  price  was 
due  to  the  transportation  charges ;  and  if  you  have  the  labor  organi- 
zations and  the  farmers  in  favor  of  a  5-year  period,  the  President, 
with  his  veto,  will  very  likely  be  able  to  accomplish  the  purpose. 

Senator  Townsend.  The  mere  statement  of  the  fact  that  you  have 
made  would  show  that  Mr.  Baker  could  not  have  been  arguing  in 
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favor  of  the  retention  by  the  Government,  because  these  practices 
obtain  under  Government  control. 

Senator  Cummins.  I  would  like  to  assure  the  Senator  from  Con- 
necticut that  no  one  Avho  has  a  right  to  speak  for  all  of  the  farmers 
will  assert  that  they  are  unanimous  in  favoring  the  extension  pro- 
posed by  the  Director  General. 

Senator  McLean.  Oh,  I  understand  that;  they  are  not  now,  but 
these  things  become  popular  somehow,  and  they  are  not  understood. 

Senator  Watson.  Not  very  long  ago  the  National  Grange  had  its 
annual  gathering  at  Buffalo,  representing  a  million  farmers,  and 
there  was  a  very  large  assemblage  j^resent,  and  without  a  single 
dissenting  voice  they  passed  a  resolution  unanimously  against  Gov- 
ernment ownership,  and  there  was  not  anything  said  about  a  5-year 
extension  at  that  time.  I  represent  something  of  a  farming  con- 
stituency, and  I  have  not  found  any  farmers  to  be  in  favor  of  this  pro- 
posed 5-year  extension. 

Senator  McLean.  I  am  very  glad  to  hear  the  commissioner  take 
the  position  which  he  has,  and  I  hope  the  other  members  of  the  com- 
mission Avill  realize  that  their  duty — that  those  of  them  who  believe 
as  he  does — will  feel  that  it  is  their  duty  to  corroborate  his  state- 
ment, because  I  think  it  is  a  matter  of  education,  and  it  is  very  easy 
for  propaganda  taken  up  by  the  present  administration  to  become 
popular,  and  when  it  does,  you  know,  Congress  for  some  reason  or 
other  is  inclined  to  take  the  popular  side — is  apt  to. 

Senator  Pomerene.  The  views  that  you  have  expressed  here,  as  I 
understand,  Mr.  Commissioner,  represent  the  views  of  the  commis- 
sion, save  perhaps  Mr.  WooUey? 

Commissioner  Clark.  The  paper  which  I  read  represents  the 
unanimous  views  of  the  commission,  except  as  they  are  departed  from 
by  Commissioner  Woolley  in  his  separate  expression.  It  plainly 
states  the  view  that  it  would  be  unwise  to  return  these  properties  pre- 
cipitately, and  without  paving  the  way  with  legislative  action. 

Senator  Underwood.  Before  you  conclude,  I  want  to  refer  to  a 
matter  you  had  before  the  committee  yesterday :  The  commission,  as 
a  whole,  favored  the  permission  of  merger  of  various  lines  of  rail- 
road, as  I  understood  you  ? 

Commissioner  Clark.  Yes,  sir. 

Senator  Underwood.  Now,  am  I  correct  in  understanding  that  you 
favored  a  permissive  merger,  and  not  a  mandatory  merger? 

Commissioner  Clark.  That  was  our  idea. 

Senator  Underwood.  You  do  not  propose  that  the  Government 
should  force  merger? 

Commissioner  Clark.  No,  sir. 

Senator  Underwood.  But  where  it  was  agreeable  to  the  small  line, 
or  the  two  lines,  to  merge  under  certain  regulations,  you  favored  the 
merger  ? 

Commissioner  Clark.  Yes. 

Senator  Underwood.  Now,  I  want  to  ask  you  in  reference  to  short- 
line  roads.  I  think  it  is  a  very  important  part  of  this  question  for 
Congress  to  solve,  and  yet  there  are  certain  rights  that  ought  to  be 
protected.  Now,  if  we  allowed  the  merger  by  consent  of  the  main 
trunk  lines  in  a  certain  neighborhood,  and  they  did  not  absorb  in 
that  merger  the  short-line  feeders  that  were  independent,  what 
would  become  of  those  short- line  feeders? 
117900— 19— VOL  1 18 
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Commissioner  Clark.  They  would  probably  have  a  difficult  exist- 
ence, if  not  a  short  existence,  as  independent  properties;  but  my 
own  thought  on  that — and  I  hope  the  thought  of  the  others — is  that 
the  Federal  authority,  whatever  it  may  be,  from  which  approval  for 
a  merger  must  b-^  secured,  after  full  hearing  in  a  public  way,  would 
withhold  approval  from  any  such  arrangement  as  you  suggest.  It 
was  not  our  thought  that  it  would  be  carried  so  far  as  to  merge,  for 
example,  the  Pennyslvania  and  the  New  York  Central  systems;  but 
the  main  thought  was  the  absorption  of  these  other  lines  that  you 
sj)eak  of,  which  are  good  feeders  for  the  larger  systems,  and  which,  as 
parts  of  the  larger  systems,  could  be  made  very  useful. 

Senator  Underwood.  I  think,  in  the  main,  your  proposition  is  un- 
doubtedly correit;  but  I  think  that  in  providing  legislation  we 
should  endeavor  to  safeguard  property  interests,  to  keep  them  froaii 
being  drowned.  For  instance,  take  two  lines  of  railroad  that  are 
the  main  trunk  lines  carrying  th,'  traffic  of  the  country;  you  may 
have  a  very  successful  short-line  railroad  that  is  running  between 
them.  Now,  if  those  two  lines  are  merged  without  any  action  what- 
ever, except  the  distribution  of  freight,  that  short  line  could  be 
drowned  out. 

Commissioner  Clark.  It  certainly  could. 

Senator  Underwood.  Now,  wdiat  are  your  suggestions  to  the  com- 
mittee in  case  we  should  determine  to  follow  your  suggestion  and  to 
allow  the  merger  of  different  lines,  b}"  consent;  not  compulsory,  but 
by  consent;  what  are  your  suggestions  that  we  could  put  into  that 
legislation  that  would  protect  the  condition  I  spoke  of? 

Commissioner  Clark.  I  want,  in  making  a  suggestion,  to  disclaim 
any  tliought  of  what  is  frequently  spoken  of  as  a  disposition  on  the 
part  of  a  tribunal  to  extend  its  own  jurisdiction;. but  assuming,  for 
the  purpose  of  answering  the  question,  and  illustratively,  that  the 
administrative  power  were  lodged  in  th,^  Interstate  Commerce  Com- 
misison;  my 'idea  would  be  that  the  general  rule  of  law  laid  down 
by  the  Congress  should  be  a  rule  allowing  very  wide  discretion  to 
the  commission  in  administering  it,  and  depending  upon  the  com- 
mission's exercise  of  sound  judgment  in  carrying  out  that  policy,  by 
withholding  its  approval  in  instances  such  as  you  refer  to,  where 
the  approval  would  plainly  leave  an  independent  property  stranded. 

Senator  Underavood.  Now,  I  agree  with  you  on  the  general  state- 
ment of  the  proposition,  but  when  you  come  to  the  details,  my  mind 
is  not  clear  how  it  could  be  accomplished.  For  instance,  suppose 
that  we  grant  the  right  of  merger,  and  the  Southern  Railway  and 
the  Seaboard  Air  Line  conclude  to  merge,  and,  as  a  general  proposi- 
tion, it  meets  with  the  approval  of  th »  committee  as  a  wise  merger. 
Assuming  that  there  is  some  short-line  railroad  running  in  between 
them,  where  it  is  merely  a  question  of  permissive  merger,  how  would 
the  ( ommission,  if  it  were  passed  up  to  them,  so  regulate  this  matter 
in  allowing  the  merger  of  the  two  main-line  railroads  as  to  protect 
the  short  lines  that  were  in  that  neighborhood,  and  keej)  them  from 
being  submerged  ? 

Commissioner  Clark.  If  that  short  line  appeared  in  the  proceed- 
ing, which  would  be  public,  and  presented  the  situation  in  which  it 
would  be  left,  and  indicated  its  willingness  to  part  with  its  property 
at  a  reasonable  price,  the  commission  could  say  to  the  Seaboard  Air 
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Line  and  the  Southern  Railway,  "  Your  proposition  is  all  right,  as 
far  as  it  goes ;  but  it  does  not  go  quite  far  enough.  You  can  not  merge 
your  two  properties  and  leave  this  other  property  outside,  because  it 
can  have  no  existence  except  at  your  sufferance." 

Senator  Underwood.  And,  on  the  other  hand,  take  the  short 
line 

Commissioner  Clark  (interposing).  And,  on  the  other  hand,  if  the 
short-line  railroad  said,  "  We  do  not  care  to  part  with  our  property,"' 
I  think  it  would  have  to  stand  by  its  election. 

Senator  Underwood.  In  other  words,  you  do  not  contemplate  in 
this  merger  the  power  being  granted  to  the  commission  in  the  legis- 
lation of  directing  the  line  of  disposition  of  freight? 

Commissioner  Clark.  Yes;  under  the  regulation  of  physical  op- 
eration we  do  contemplate  power  in  the  commission  or  other  ap- 
propriate authority  to  require  coordination  of  facilities,  terminals,  or 
otherwise,  where  it  is  plainly  in  the  public  interest;  but  we  have  no 
idea  of  compulsory  financial  merger  of  separate  entities. 

Senator  Toavnsexd.  Why  not,  Mr.  Clark,  if  it  can  be — I  do  not 
know  whether  it  can  be — but  why  not  have  some  power  to  compel  the 
proper  disposition  of  these  things? 

Connnissioner  Clark.  It  has  seemed  to  me,  and  still  seems,  that  the 
Government  is  powerless  to  require  the  persons  in  possession  of  that 
property  to  sell  it  to  others  on  terms  unacceptable  to  them,  unless  the 
Government  exercises  the  power  of  eminent  domain  and  condemns  the 
property  and  then  sells  it  itself. 

,  Senator  Town  send.  Is  not  that  the  large  argmnent  in  favor  of 
Government  ownership  and  control — the  disposition  of  these  proper- 
ties that  otherwise,  as  Senator  Underwood  says,  might  be  stranded  ? 

Commissioner  Clark.  Well,  I  had  not  understood  it  so.  Of  course, 
Government  ownership  of  an  individual  line  of  railway  is  possible. 
Government  ownership  of  a  few  of  the  strong  lines  would  be  pos- 
sible ;  but  I  have  assumed  that  if  the  Government  undertook  owner- 
ship of  the  railroads  of  the  country,  it  would  undertake  it  in  a  suf- 
ficiently comprehensive  way  so  that  it  would  not  leave  out  the  so- 
called  "  weak  sisters." 

Senator  McLean.  The  "  weak  sisters "  certainly  will  not  be  any 
worse  off  than  they  are  now. 

Commissioner  Clark.  There  are  some  of  them  that  could  not  very 
well  be  worse  off. 

Senator  Cummins.  Mr.  Clark,  I  have  in  mind  to  ask  you  a  few 
questions  with  regard  to  the  subject,  treating  it  a  little  more  funda- 
mentally. You  have  been  a  member  of  the  Interstate  Commerce 
Commission  for  about  17  years,  have  you  not  ?  ? 

Commissioner  Clark.  A  little  over  12  years,  sir. 

Senator  Cummins.  I  thought  it  was  longer  than  that.  It  has  been 
during  that  time  that  the  struggle  for  a  general  increase  in  rates  has 
occurred  ? 

Commissioner  Clark.  Yes ;  I  think  that  may  be  accurately  said  to 
have  begun  in  1910. 

Senator  Cummins.  And  you  are  familiar  with  the  reasons  which 
have  been  given  by  the  railway  companies  for  an  increase  from  time 
to  time? 

Commissioner  Clark.  Yes. 
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Senator  CuariNriNS.  I  suppose  tliat  it  may  be  accepted  as  true  that 
transportation  should  be  furnished  to  the  people  at  the  lowest  possi- 
ble cost  consistent  with  fairness  to  the  capital  involved  and  to  the 
compensation  paid  to  those  who  operate  the  property? 

Commissioner  Clark.  And  consistent  with  good  service. 

Senator  Cumimins.  The  two  items  of  cost  and  transportation  may 
be  generally  classified  in  this  w^ay,  I  assume:  first,  the  capital  charge, 
and  second,  the  expense  of  maintenance  and  operation.  Those  are 
the  two  items  of  cost  in  transportation,  are  they  not  ? 

Commissioner  Clark.  Yes;  those  are  the  two  principal  items,  and 
they  are  tlie  two  items  that  must  be  met  if  operation  is  to  go  for- 
ward. 

Senator  Cummins.  Yes.  I  do  not  know  of  any  other  items,  but 
there  maj^  be.  Now,  I  will  exclude  for  a  few  moments  the  question 
of  securing  adequate  facilities,  the  additions,  betterments,  and  ex- 
tensions that  may  be  necessary  from  time  to  time  to  furnish  adequate 
transportation,  and  look  at  the  plant  that  we  have  that  is  devoted  to 
that  purpose : 

The  railroads  have  been  claiming  for  years  that  the  capital  in- 
volved in  the  undertaking  should  be  rewarded  with  a  return  of  any- 
where from  7  to  10  per  cent  upon  the  value  of  the  property  which 
IS  devoted  to  the  service,  have  they  not? 

Commissioner  Clark.  Yes;  they  have  preferred  those  claims. 

Senator  Cummins.  We  are  paying  now,  or  guaranteeing  now, 
something  like  a  billion  dollars  as  a  capital  charge,  are  we  not,  under 
the  law  which  is  in  existence  for  all  the  railroad  companies  in  the 
country  ? 

Commissioner  Clark.  Yes;  I  think  it  may  be  accurately  stated  as 
a  "  capital  charge,"  and  if  you  will  pardon  me,  I  will  say  that  since 
you  asked  me  that  question  a  few  moments  ago,  I  have  received  by 
telephone  from  the  office  the  average  cost  per  annum  to  the  Govern- 
ment for  the  use  of  the  carriers'  properties,  based  on  the  Federal 
control  act.     It  is  $929,966,992. 

Senator  Cummins.  That  does  not  include,  however,  the  roads 
which  are  not  in  Government  control  ? 

Commissioner  Clark.  No. 

Senator  Cummins.  And  when  you  consider  the  capital  charge 
which  is  being  earned  by  those  roads,  it  would  amount,  as  a  whole,  to 
something  like  a  billion  dollars? 

Commissioner  Clark.  Yes,  sir. 

Senator  Cummins.  And  the  proposal  of  the  Director  General,  as 
I  understand  it,  is  to  continue  that  ca]3ital  charge  for  a  period  of  at 
least  five  years?     You  understand  it  so? 

Commissioner  Clark.  I  do. 

Senator  Cummins.  The  railroads  themselves  in  their  long  hear- 
ings before  you  have  insisted  upon  a  much  larger  capital  charge  than 
that,  as  T  remember  the  course  of  their  arguments? 

Commissioner  Clark.  Well.  I  have  never  made  any  figures  on  that. 
Senator.  We  have  had  no  such  proceedings  as  involved  all  the  rail- 
roads of  the  country. 

Senator  Cummins.  Can  you  give  the  committee  any  idea  or  fair 
estimate  of  the  value  of  all  the  railroads  in  the  country,  as  claimed 
by  the  railroads  themselves? 


EXTENSION    OF    GOVERNMENT   CONTROL  OF   RAILROADS.         277 

Commissioner  Clark.  Yes;  those  figures  are  available.  You  nicuu 
the  value  of  the  property  ? 

Senator  Cummins.  I  do  not  mean  the  book  cost,  but  I  mean  the 
value  which  they  insist  upon  for  their  properties  ? 

Commissioner  Clark.  No;  we  ha^e  no  such  tigures,  and  1  do  not 
think  they  are  available  anywhere.  In  the  Kansas  City  Southern 
case,  the  valuation  case  which  has  been  contested  more  vigorously 
than  any  other  and  which  is  now  in  the  courts  on  a  mandamus  pro- 
ceeding,"^ the  position  of  the  company  is  that  the  value  of  that  prop- 
erty is  determined  by  capitalizing  its  actual  and  potential  earnings, 
and  that  the  value  of  the  property  is  divided  into  tangible  and  in- 
tangible values.  The  tangible  values  are  ascertained  by  actual  in- 
ventory. Then  they  say  the  intangible  values  are  the  difference  be- 
tween the  tangible  values  and  the  earnings  of  the  com,pany  capitalized. 

Senator  Cum:mins.  I  assume  that  we  can  not  arrive  at  a  conclusion 
upon  that  subject  with  very  much  accuracy,  in  view  of  the  stage  at 
which  the  valuation  proceedings  now  is,  but  it  is  perfectly  safe  to 
assume  that  the  railroads  are  insisting  that  their  property  is  Avorth 
more  than  the  capitalization — about  $17,000,000,000,  is  it  not? 

Commissioner  Clark.  I  would  not  be  justified  in  saying  that  they 
claim  that.  I  have  never  heard  any  such  contention  on  the  part  of 
the  railroads,  as  a  whole. 

Senator  Cummins.  Well,  the  book  value  or  cost  of  their  properties, 
as  shown  by  their  reports,  is  more  than  their  capitalization,  is  it  not? 

Commissioner  Clark.  No;  it  is  not  quite  as  much.  Senator.  If 
3'ou  will  look  at  this  statement  you  will  see  that  the  amount  of  funded 
debt  in  191G  was  ten  billion  nine  hundred  and  thirty-eight  million 
and  the  amount  of  outstanding  stock  was  eight  billion  seven  hundred 
and  forty-three  million.  That  makes  something  over  nineteen  and 
one-half  billion,  and  the  book  cost  of  the  property  for  the  same  year 
was  seventeen  billion  six  hundred  and  eighty-four  million. 

Senator  Cummins.  However,  the  capitalization  Avhich  you  have 
just  given  includes  what  is  known  as  duplicate  or  intercorporate  capi- 
talization, does  it  not? 

Commissioner  Clark.  Oh,  it  does,  undoubtedly,  include  more  or 
less  duplication  of  capitalization. 

Senator  Cummins.  And  the  commission  has  very  often  said  that 
that  duplicate  capitalization  amounts  to  two  or  three  billions  of 
dollars,  I  think. 

Commissioner  Clark.  It  probably  does. 

Senator  Cummins.  So  that  if  that  amount  were  deducted  from  the 
total  capitalization  which  you  have  named  the  net  capitalization 
Avould  not  equal  the  book  cost  of  the  property  ? 

Commissioner  Clark.  On  those  figures  it  would  be  about  equal — 
nineteen  and  one-half  billion  as  compared  w'ith  seventeen  and  one- 
half  billion. 

Senator  Cummins.  The  way  it  looks  to  me  is  that  when  we  are 
approaching  a  problem  for  the  purpose  of  reducing,  if  we  can  in 
fairness  to  all  the  interests  involved,  the  cost  of  transportation,  the 
initial  inquiry  ought  to  be :  "  Is  there  any  way  in  which  we  can  re- 
duce the  capital  charge?  "    Have  you  considered  that  question? 

Commissioner  Clark.  Why,  yes;  I  have  considered  it;  but  I  do  not 
think  that  I  have  arrived  at  any  conclusion  that  would  enlighten  the 
committee  on  it. 
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Senator  Cummins.  Assuming  that  we  are  paying  now — and  I  may 
say  in  passing  that  I  think  the  sum  is  excessive — a  billion  dollars  per 
3^ear  as  a  capital  charge,  if  we  could  put  the  capitalization — all  the 
capitalization — upon  the  basis  of  the  bonds  which  are  now  outstand- 
ing, there  would  be  a  great  reduction  in  the  capital  charge,  would 
there  not  ? 

Commissioner  Clark.  Yes;  considering  the  stock  and  bonds  as 
included  in  the  word  "  capital." 

Senator  Cummins.  The  railroads  now  have  outstanding  about 
11,000.000,000  of  long-time  bonds,  or,  as  it  is  called  in  your  state- 
ment, "  funded  indebtedness?  " 

Commissioner  Clark.  Yes. 

Senator  Cuinimins.  That  part  of  the  capital  bears,  as  I  remember, 
an  interest  charge  of  about  44  or  4f  per  cent.  Is  that  in  accordance 
with  your  recollection? 

Commissioner  Clark.  I  think  that  is  approximately  accurate; 
yes,  sir. 

Senator  Cummans.  If  we  assume  that  all  the  railroad  property  at 
this  time  is  worth  $17,000,000,000,  which  I  do  not  concede,  nor  do 
I  controvert — I  do  not  know,  but  it  is  somewhere  in  that  neighbor- 
hood— a  4^  per  cent  capital  charge  would  amount  to  about  $760,- 
000,000  a  year,  would  it  not?  That  is  a  mere  ^computation — and  as 
compared  with  what  we  are  now  paying,  it  would  mean  a  saving 
to  the  people  of  this  country  of  $250,000,000  a  year,  and  as  com- 
pared with  the  claim  of  the  railroad  companies  for  return  it  would 
amount  to  a  great  deal  more  than  that,  would  it  not  ? 

Commissioner  Clark.  Yes;  if  the  reduction  could  be  made. 

Senator  Cummins,  Now,  I  do  not  intend  to  enter  upon  or  to  ask 
your  opinion  critically  upon  a  method  of  reducing  that  capital 
charge,  but  it  is  quite  apparent  that  there  is  a  way  in  which  it  can 
be  reduced,  is  it  not? 

Commissioner  Clark.  I  suppose  there  is,  Senator.  I  suppose 
there  is  more  than  one  way  in  which  it  could  be  done,  but  I  have 
not  given  critical  study  to  it. 

Senator  Cummins.  If  we  could  reduce  it  we  would  have  made  an 
advance  in  this  problem  or  upon  this  problem  that  would  result  in 
a  saving  to  the  people  of  this  country  of  anywhere  from  $250,000,000 
to  $400,000,000  per  year,  a  thing  that  I  think  is  well  worth  consider- 
ing and  conserving.    I  now  go  to  the  other  item  of  cost,  which  is 

Senator  Saulsbury  (interposing).  Your  proposition  would  not  go 
to  the  extent  of  w^iping  out  the  stock  of  all  of  the  railroads  all  over 
the  country,  would  it? 

Senator  Cummins.  No  ;  not  at  all.  We  neither  have  the  power 
nor,  I  hope,  the  inclination  to  be  in  the  least  unfair  to  the  capital 
involved.  We  would  ascertain  in  some  fashion  the  value  of  the  rail- 
road propert}^  as  it  now  is,  and  we  would  represent  it  in  some  way 
with  a  form  of  security  that  could  be  disposed  of  at  4i  per  cent 
interest. 

Senator  Saulsbury.  Your  question  of  the  commissioner  seems  to 
be  whether  it  was  not  obvious  that  it  could  be  done,  and  I  thought 
you  had  an  immediate  answer,  and  I  wanted  to  know  what  it  was. 

Senator  Cummins.  To  me  it  is  quite  obvious  that  it  can  be  done 
and  that  it  ought  to  be  done,  with  the  result  not  only  of  absolute 
securitv  to  those  who  now  own  the  railroad  properties  for  the  entire 
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value  of  their  securities,  but  with  a  very  great  saving  to  the  people 
of  the  country  in  the  cost  of  transportation.  But  I  pass  that  phase 
of  the  matter  now  and  come  to  the  other  item  of  cost,  which  is  the 
larger  item,  and  possibly  the  more  difficult  item  to  deal  with,  namely, 
the  cost  of  maintenance  and  operation.  In  this  I  am  considering  the 
plant  just  as  it  is,  without  provision  for  enlargement  and  betterment, 
those  provisions  constituting  an  entirely  different  phase  of  the  mat- 
ter. The  two  methods  that  could  be  adopted  for  operating  and  main- 
taining the  property  are:  First,  directly  by  the  Government,  with 
all  the  employees  of  the  service  Government  employees;  and  the 
other  is  through  the  medium  of  private  corporation.  In  your  opin- 
ion, wdiich  is  the  most  economical  and  efficient,  Government  opera- 
tion or  private  operation  ? 

Commissioner  Clark.  I  am  of  the  opinion  that  private  operation 
on  the  whole  is  the  most  economical :  that  it  is.  more  economical  than 
Government  operation  would  be. 

Senator  Cummins.  Will  you  give  me  your  reasons  for  that  con- 
clusion ? 

Commissioner  Clakk.  I  think  that  there  is  a  larger  incentive  for 
saving  and  I  think  that  there  is  less  probability  of  expenditures  for 
the  purpose  of  meeting  the  insistence  of  residents  of  certain  locali- 
ties, etc.;  and  I  think  that  private  operation  and  control  in  any 
large  industry  is  more  apt  to  keep  pace  with  and  to  adopt  improved 
methods. 

Senator  Cummins.  How  much  or  what  part  of  your  conclusion  is 
based  upon  political  influence? 

Commissioner  Clark.  Well,  in  my  judgment,  that  would  have  its 
play  and  would  bring  about  expenditures  that  would  not  be  made, 
in  the  absence  of  any  pressure  of  that  sort,  by  business  men  of  good 
judgment,  or  a  man  in  charge  of  the  property,  if  he  acted  solely  on 
his  judgment  as  to  the  advisability  of  it  as  a  business  proposition. 

Senator  Cummins.  There  is  no  part  of  your  conclusion  based  upon 
the  opinion  that  compensation  of  employees  ought  to  be  reduced  ? 

Commissioner  Clark.  Oh,  no ;  not  at  all,  sir. 

Senator  Cummins.  It  is  your  judgment,  as  I  gather,  that  for  a 
long  period  of  time  railroad  employees  have  been  inadequately  pair 
or  compensated? 

Commissioner  Clark.  Yes,  sir. 

Senator  Cummins.  And  that  the  action  of  the  Director  General 
finally,  but  the  wage  board  primarily,  has  not  raised  the  compensa- 
tion, other  things  being  considered,  beyond  a  fair  point? 

Commissioner  Clark.  Speaking  generally,  that  is  my  view. 

Senator  Cummins.  Yes. 

Commissioner  Clark.  There  may  be  some  individual  instances 
where  there  ought  to  be  adjustment.     I  do  not  know. 

Senator  Cummins.  Yes.  So  that  there  is  no  probability  that  the 
wages  of  the  men  or  the  compensation  of  the  employees,  speaking  of 
them  broadly,  will  or  ought  to  be  reduced  ? 

Commissioner  Clark.  I  think  that  is  correct. 

Senator  Cummins.  But  I  take  it  that  it  is  your  opinion  that  these 
employees  will  render  better,  more  efficient  service  if  they  are  em- 
ployed by  private  corporations  than  if  they  were  employed  directly 
by  the  Government? 
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Commissioner  Clark.  I  think  that  during  a  substantial  period  of 
Government  ownership  it  would  probably  develop  that  that  would 
be  so. 

Senator  Cummins.  Is  that  because  of  your  observation  generally 
with  regard  to  work  undertaken  and  carried  forward  by  the  Govern- 
ment? 

Commissioner  Clark.  Yes,  sir. 

Senator  Cummins.  That  in  the  greater  number  of  instances  it  is 
somewhat  wasteful  and  inefficient  and  extravagant? 

Commissioner  Clark.  It  is  very  apt  to  get  into  a  rut. 

Senator  Cummins.  Have  you  any  record  of  what  it  has  cost  the 
people  of  this  country,  as  a  whole,  to  do  the  work  that  has  been  done 
in  the  last  year  in  railway  service  ? 

Commissioner  Clark.  No,  I  have  not. 

Senator  Cummins.  There  has  been  presented  here,  and  I  think  you 
presented  it,  a  table  showing  the  cost  of  operation  ? 

Commissioner  Clark.  Yes. 

Senator  Cummins.  For  the  last  10  months? 

Commissioner  Clark.  Yes. 

Senator  Cummins.  How  soon  could  you  bring  that  down  to  include 
the  entire  year? 

Commissioner  Clark.  Why,  I  presume  it  would  take  two  months, 
because  we  make  it  up  from  monthly  reports. 

Senator  Cummins.  There  are  but  two  months  that  are  still  out  ? 

Commissioner  Clark.  Yes. 

Senator  Cu:mmins.  Are  the  preliminary  reports  for  December  in 
the  hands  of  the  commission? 

Commissioner  Clark.  I  do  not  think  any  of  the  December  reports 
are  in,  Senator.  I  presume  that  a  good  share  of  the  November  re- 
ports are  in. 

Senator  Cummins.  Mr.  McAdoo  said  that  he  would  be  able  to 
furnish  those  figures  immediately.    Where  does  he  get  them? 

Commissioner  Clark.    I  do  not  know. 

Senator  Cummins.  Your  reports  will  be  based  entirely  upon  the 
reports  of  the  railway  companies  themselves? 

Commissioner  Clark.  That  is  correct. 

Senator  Cummins.  And  not  from  any  report  that  has  been  made, 
or  which  is  expected  to  be  made  by  the  Railroad  Administration? 

Commissioner  Clark.  Yes,  sir. 

Senator  Cummiiss.  Have  you  any  way  of  ascertaining  what  it  has 
cost  us  to  operate  the  railroads,  in  so  far  as  the  administration  is 
concerned?  I  mean,  the  expenses  that  have  not  been  reported  to 
you  by  the  several  railroad  companies  ? 

Commissioner  Clark.  I  understood,  from  Avhat  the  Director  Gen- 
eral said  the  other  day,  that  the  expenditures  of  the  central  organiza- 
tion here  at  Washington  had  not  been  included  in  the  statements  of 
operating  expenses,  and  we  have  no  information  wliatevcr  as  to 
those  expenj-es  and  no  means  of  securing  it.  unless  by  request  upon 
him. 

Senator  Cummins.  AVhat  part  of  what  might  be  known  as  the 
regional  expenses  is  included  in  the  reports  of  the  railway  com- 
panies?   Is  the  salary  of  the  regional  director  included? 

Commissioner  Clark.  I  can  not  say  with  certainty.  Senator,  but 
my  impression  is  that  it  is  not.    The  figures  which  we  have  are  made 
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up  from  the  nionthly  reports  of  the  carriers.  Now,  the  regional  di- 
rector is  as  much  the  officer  of  one  carrier  in  that  region  as  of  an- 
other, and  I  do  not  understand  (hat  tliey  prorate  his  salary.  I  think 
that  there  might  be  some  regional  expenses  common  to  all  of  the 
roads  in  the  region  that  are  not  included  in  our  figures. 

Senator  Cum^iiis^s.  So  that  all  the  expenses  of  the  (government, 
Avhether  in  AVashington  or  in  the  various  districts,  which  are  com- 
mon to  all  the  railroads  of  that  district  are  not  included  in  your 
report  ? 

Commissioner  Clark.  That  is  my  understanding.  Senator, 

Senator  Cummins.  And  you  have  no  Avay  of  ascertaining  what 
they  have  been? 

Commissioner  Clakk.  None.  That  is,  we  have  no  more  means  of 
ascertaining  it  than  any  other  citizen  has. 

Senator  Cummins.  Mr.  Clark,  you  recognize,  of  course,  that  the 
great  difficulty  in  the  adjustment  of  rates  in  the  past,  or  one  of  the 
great  difficulties,  has  been  that  tAvo  roads  w^hich  must  do  business 
upon  the  same  rates  can  not  do  business  with  the  same  outcome; 
that  is  to  say,  the  rates  that  will  make  one  road  rich  wall  put  another 
road  into  bankruptcy? 

Commissioner  Clark,  That  Avould  be  so ;  yes. 

Senator  CuM:\riNS,  And  there  was  no  solution  of  the  problem  under 
the  existing  law,  was  there? 

Commissioner  Clark.  Except  as  the  commission  has  solved  it  by 
saying  that  it  Avould  not  fix  those  rates  on  the  basis  of  the  cost  of 
service  by  the  shortest  and  best-equipped  line,  or  the  richest  line, 
but  would  take  into  consideration  the  needs  of  the  other  line. 

Senator  Cummins.  That  is  true;  and  that  resulted  in  giving  to  one 
railroad  more  than  it  ought  to  have,  viewed  from  the  standpoint 
that  I  think  most  people  occupy,  and  giving  to  another  railroad  less 
than  it  ought  to  have  for  its  service,  did  it  not? 

Commissioner  Clark.  I  think  so^  yes. 

Senator  Cuimmins.  Now,  the  only  w^ay  in  wdiich  that  element  in 
the  former  problem  can  be  removed  is  by  absorption,  is  it  not? — 
combination  of  the  railroads  of  the  country? 

Commissioner  Clark.  That  Avould  greatly  simplify  it,  because 
then  they  could  utilize  the  most  economical  line,  and  still  they  would 
get  the  earnings  of  both. 

Senator  Cummins.  And  you  are  a  thoroughgoing  believer  in  the 
concentration  or  consolidation  of  the  raihvays  of  the  country  into 
comparatively  few  systems? 

Conunissioner  Clark.  I  am ;  yes,  sir. 

Senator  Cum3iins.  But  you  have  no  hope,  have  you,  that  the  rail- 
roads Avill  voluntarily  enter  into  such  consolidation,  doing  full  justice 
to  the  smaller  and  weaker  roads? 

Commissioner  Clark.  Oh,  I  think  that  there  w^ould  be  a  A'ery 
strong  tendency  in  that  direction  and  that  it  Avould  gradually  grow, 
and  that  there  would  be  a  very  large  number  of  absorptions  and 
consolidations  if  it  were  permitted. 

Senator  Cummins.  Wliy  not  do  the  thing  which  seems  to  be 
necessary,  and  that  will  help  to  accomplish  the  end  we  have  in  view, 
namely,  adequate  transportation  at  the  lowest  possible  cost — and  com- 
pel the  consolidations  which  are  necessary  to  bring  about  that  result? 
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Commissioner  Clark.  I  should  not  object  to  that  at  all,  although, 
as  I  said  in  response  to  Senator  Townsend's  question,  I  have  never 
considered  it  from  that  standpoint. 

Senator  Cummins.  I  think  your  answer  was  perfectly  sound  in 
one  way,  but  it  did  not  present  an  obstacle  that  could  not  be  over- 
come? 

Commissioner  Clark.  Oh,  no. 

Senator  Cummins.  The  very  moment  that  the  Government  became 
the  owner  in -any  fashion  of  these  properties,  it  could  then  divide 
them  according  to  the  views  which  you  entertain  and  accomplish  this 
end? 

Commissioner  Clark.  Yes. 

Senator  Cummins.  Why  should  we  not  do  it  ? 

Commissioner  Clark.  iVs  I  said,  I  have  no  objection  to  offer  to 
that  at  all. 

Senator  Cummins.  Do  you  not  think  it  ought  to  be  done? 

Commissioner  Clark.  I  think  it  is  a  more  direct  way  of  reaching 
what  I  believe  to  be  a  desirable  condition. 

Senator  Gore.  Would  not  one  trouble  be  that  of  buying  something 
that  a  man  did  not  want  to  sell — forcing  a  man  to  sell  something 
that  he  did  not  want  to  part  with? 

Senator  Cummins.  The  Government  can  always  make  a  man  sell, 
whether  he  wants  to  sell  or  not.  It  can  not  make  him  buy;  but  the 
alternative  is,  if  we  can  not  find  anybody  to  buy  we  can  operate  the 
railroads  ourselves — the  Government  can.  So  we  are  not  without 
hope,  even  in  that  contingency.  Now,  I  want  to  draw  your  attention 
to  the  existing  law.  Mr.  McAdoo  has  urged  that  it  be  continued  in 
operation  for  five  years — and  I  suppose  he  meant  five  years  after 
the  treaty  of  peace;  I  think  he  meant  until  the  1st  of  January, 
1924 — with  its  provisions  respecting  compensation,  its  absolute  power 
over  rates,  over  the  laws  of  the  States,  and  so  on.  Has  the  commis- 
sion ever  had  occasion  to  construe  that  law;  I  mean  with  regard  to 
the  power  of  the  President  over  rates? 

Commissioner  Clark.  Yes,  Senator;  to  this  extent,  that  we  have 
interpreted  it  in  our  minds  for  practical  application.  We  have 
reached  the  conclusion  that  the  Federal-control  act  confers  noon  the 
President  power  to  initiate  rates  and  that  it  deprives  us  of  the  exer- 
cise of  the  power  to  suspend  rates  so  initiated  by  him;  that  it  with- 
draws from  us  the  power  to  investigate  with  a  view  to  changing 
rates  so  initiated,  upon  our  own  motion ;  and,  summed  up,  it  limits  us 
to  consideration  of  those  rates  in  instances  in  which  they  are  com- 
plained of  by  parties  at  interest. 

Senator  Townsend.  After  they  have  gone  into  effect? 

Commissioner  Clark.  Yes ;  after  they  have  gone  into  effect. 

Senator  Cummins.  I  know  you  have  construed  it  with  reference  to 
the  power  of  the  Interstate  Commerce  Commission  over  what  might  be 
called  the  "certificate  of  conditions"  justifying  a  certain  rate;  but 
has  this  part  of  the  law  come  under  your  consideration?  Section  10 
provides  that  carriers,  while  under  Federal  control,  shall  be  subject 
to  all  laws  and  liabilities  as  common  carriers,  whether  arising  under 
State  or  Federal  law,  or  at  common  law,  except  in  so  far  as  may  be 
inconsistent  with  the  provisions  of  this  act.  or  any  other  act  applicable 
to  such  Federal  control,  or  with  any  order  of  the  President.     Have 
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you  held  that  the  President  nia}^  not  only  initiate  rates  and  put  them 
into  effect  immediately,  but  may  set  aside  any  law  of  Congress  with 
regard  to  transportation  or  with  regard  to  common  carriers'^ 

Commissionei-  Clark.  No ;  we  have  not  assumed  to  formulate  an 
interpretation  of  the  provision  of  that  act,  which  seems  to  be  so  broad 
as  to  confer,  as  a  war  measure,  upon  the  President  powers  which  are 
limited  only  by  what  he  deems  to  be  necessary,  and  to  set  aside  other 
laws  and  orders,  in  so  far  as  they  are  inconsistent  with  his  orders. 
Now,  whether  or  not  an  existing  law  would  be  inconsistent  with  such 
an  order  is  a  matter  of  judgment,  on  which  we  would  not  be  authorized 
to  pass,  and  we  have  had  no  concrete  case  which  has  brought  that 
before  us. 

Senator  Cummins.  Later  paragraphs  in  section  10  seem  to  give  to 
the  Interstate  Commerce  Commission  the  right  to  review  a  rate  put 
in  by  the  Director  General.  You  have  had  no  occasion  to  interpret 
that  authority  in  connection  with  the  general  authority  of  the  Presi- 
dent to  set  aside  all  laws  ? 

Commissioner  Clark.  No;  we  have  had  a  large  number  of  cases 
before  us  in  which  the  Director  General  has,  by  amendment  to  the 
complaint,  been  made  a  party  defendant.  We  have  decided  several 
such  cases,  in  which  we  have  ordered  changes  in  the  rates,  or  in  the 
rate  adjustment,  as  initiated  by  the  Director  General.  There  has 
been,  so  far  as  I  know,  no  resistance  of  any  of  those  orders. 

Senator  Cummins.  For  instance,  take  the  law  relating  to  carrier 
liability  for  personal  injury;  the  question  has  not  been  up  before  you 
in  any  way  as  to  Avhether  the  President  could  set  aside  that  law  'I 

Commissioner  Clark.  No. 

Senator  Cummins.  Now,  passing  on  to  another  part  of  the  statute, 
there  is  a  great  deal  that  has  been  said  here  about  the  conflict  between 
the  State  authority  and  the  Federal  authority,  especially  with  regard 
to  rates,  and  the  commission  has  assumed,  has  it  not,  that  the  Presi- 
dent has  the  authority  to  set  aside  all  State  laws  or  regulations  of 
State  commissions  upon  that  subject  ? 

Commissioner  Clark.  We  have  assumed  that  this  act  gave  him  the 
power  to  prescribe  the  rates  for  intrastate  traffic  on  roads  under  Fed- 
eral control. 

Senator  Cummins.  In  that  connection  have  you  considered  and 
passed  upon  section  15,  which,  as  you  may  remember,  was  added  to 
the  bill  upon  the  floor  of  the  Senate  as  an  amendment.    It  provides : 

That  nothing  in  this  act  shall  be  construed  to  amend,  repeal,  impair,  or  affect 
the  existing  laws  or  powers  of  the  States  in  relation  to  taxation  or  the  lawful 
police  regulations  of  the  several  States  except  wherein  such  laws,  powers,  or 
regulations  may  affect  the  transportation  of  food,  war  material,  Government 
supplies,  or  the  issuance  of  stocks  and  bonds. 

I  think  the  commission  recognizes  that  a  State,  in  fixing  a  rate 
for  a  common  carrier,  whether  directly  by  the  legislature  or  indi- 
rectly through  a  commission,  is  exercising  a  police  power,  does  it  not? 

Commissioner  Clark.  I  so  understand.  That  has  been  frequently 
mentioned  in  our  conferences,  and  I  have  heard  no  dissent  from  it. 

Senator  Cummins.  Then,  if  that  be  so,  where  does  the  Director 
General  get  the  authority  to  set  aside  rates  that  have  been  established 
by  the  States,  whether  through  legislation  or  through  commissions? 
If  that  right  is  expressly  reserved  in  the  act  under  which  the  Director 
General  is  proceeding,  where  is  the  authority  for  doing  that  thing? 
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Commissioner  Clark.  I  know  of  no  statutory  authority  for  the 
Director  General  doing  anything,  except  the  act  from  which  you  are 
reading. 

Senator  Cummixs.  The  question  that  I  have  just  suggested  has  not 
been  before  the  commission,  I  suppose  ? 

Commissioner  Clark.  No,  sir.  The  question  has  been  brought  up, 
indirectly  aixl  informally,  as  to  whether  or  not  under  that  act  the 
provision  that  the  commission  may  review,  upon  complaint,  rates 
initiated  by  the  President,  makes  of  the  commission  the  sole  tribunal 
to  which  complaint  may  go  as  to  an  intrastate  rate,  and  w^e  have  a 
concrete  case  of  that  kind  now  before  us  and  which  we  are  investi- 
gating. 

Senator  To\vnsend.  From  what  State? 

Commissioner  Clark.  Illinois;  the  transportation  of  water. 

Senator  Cum3iiiSS.  That  brings  me  to  this  question:  We  now  have 
a  limitation  upon  Government  operation  or  possession  of  21  months 
after  the  war  closes.  Do  you  think  that  for  21  months,  or  whatever 
period  may  lapse  before  final  disposition  is  made  of  this  subject,  the 
President  ought  to  continue  to  have  the  powder  to  make  rates  and  to 
put  them  into  effect,  beyond  the  intervention  of  the  Interstate  Com- 
merce Commission? 

Commissioner  Clark.  I  see  only  one  substantial  reason  to  present 
in  advocacy  of  the  continuance  of  that  power,  and  that  is  the  argu- 
ment that  the  Government  has  assumed  the  payment  of  compensation 
for  the  roads,  and  ought  to  earn  that  compensation  from  the  opera- 
tion of  the  properties  if  that  can  be  clone  w^ithin  reasonable  limits. 

Senator  Cummins.  But  the  Interstate  Commerce  Commission  can 
represent  the  Government  of  the, United  States  quite  as  effectually 
and  quite  as  intelligently  upon  that  subject  as  the  Director  General, 
can  it  not?  Here  are  certain  moneys  that  have  to  be  earned,  of 
course,  and  we  must  raise  them  in  some  fashion  or  other ;  but  operat- 
ing these  roads  as  a  w^ar  necessity  and  for  war  purposes,  why  should 
the  rates  imposed  upon  the  people  of  the  country  be  made  sufficient  to 
fulfill  the  guaranty  that  has  been  executed  or  which  is  to  be  executed 
for  return? 

Commissioner  Clark.  Well,  Senator,  in  considering  the  advisabil- 
ity of  this  unified  control,  under  the  exercise  of  Federal  authority,  I 
have  always  believed  that  it  would  result  in  the  payment  by  the  Gov- 
ernment of  important  sums,  which  I  think  are  a  proper  part  of  our 
war  expenses. 

Senator  Cummins.  Yes. 

Commissioner  Clark.  Nom\  I  think  the  (lovernment  is  going  to 
have  to  make  those  payments  in  larger  or  smaller  amounts,  dependent 
upon  conditions  and  circumstances. 

Senator  Cum^iins.  Undoubtedly. 

Commissioner  Clark.  And  whatever  course  is  adopted.  I  do  not 
believe  that  the  Government  will  ever  come  out  of  this  thing  Avith 
enough  earnings  from  these  railroads  to  pay  the  obligations  which 
the  Government  must  meet  as  the  result  of  its  taking  them  over. 

Senator  Cummins.  I  agree  that  if  the  Government  operates  the 
roads,  for  any  inefficiency  or  want  of  economy  that  may  be  found  in 
that  operation,  I  suppose  the  shippers  will  have  to  pay  for  it:  but 
the  roads  being  operated  for  war  i:»ui-poses.  if  they  do  not  earn  tlie 
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income  that  is  necessary  to  make  iiood  the  o-uaranty,  it  ouoht  to  be 
liaid  out  of  the  Treasury  and  not  extorted  from  the  shippers  of  the 
conntry,  oiio-]it  it  not? 

Commissioner  Clark.  Under  those  circumstances,  it  seems  to  me  a 
very  proper  part  of  our  war  expenses. 

Senator  Cummins.  And  it  is  not  likely  that  the  Interstate  Com- 
merce (\immission  would  adjust  rates  so  that  deficits  which  were  oc- 
casioned by  war  movement  woidd  be  taken  from  or  made  up  by  the 
shippers,  is  it? 

Commissioner  Clark.  We  have  never  adjusted  rates  on  any  such 
principle. 

Senator  Cuimmins.  That  probably  is  one  of  the  reasons  that  the 
Director  General  wants  to  continue  the  operation  of  these  roads;  at 
least,  I  can  conceive  that  it  Avould  be  very  conA^enient  for  him  to  do  it 
in  that  way. 

Senator  Watson.  How  much  does  that  involve,  Senator? 

Senator  Cu:mmins.  It  involves  for  this  year  about  $140,000,000, 
and  what  it  will  involve  next  year  no  human  beinc:  can  tell. 

Senator  Gore.  You  say  that  you  have  passed  on  a  cfood  many 
complaints  in  relation  to  rates  initiated  by  the  Director  General? 

Commissioner  Clark.  I  said  we  had  had  a  good  many  complaints 
to  which  the  Director  General  had,  by  amendment,  been  made  a  party. 

Senator  Gore.  Allowing  some  and  disallowing  others,  I  suppose? 

Commissioner  Clark.  Yes. 

Senator  Gore.  Has  there  seemed  to  be  any  uniform  objection  raised 
to  the  rates  initiated  by  the  Director  General  ?  In  other  words,  has 
the  objection  generally  been  that  the  rates  are  too  high,  or  too  low,  or 
that  they  are  thrown  out  of  line  with  other  rates? 

Commissioner  Clark.  The  complaint  against  those  rates  is  usually 
Avith  respect  to  relative  adjustments;  and  while  not  admitting  that 
the  rates  as  they  now  stand  are  reasonable  per  se,  the  shippers  gen- 
erally withhold  olijection  to  the  level  of  rates.  I  think  it  is  only 
proper  to  say  that  throughout  this  whole  period  there  has  been  mani- 
fest a  feeling  of  great  loyalty  on  the  part  of  the  shippers  of  the  coun- 
try in  accepting  the  rates  and  withholding  complaints  and  objec- 
tions to  them,  recognizing  that  they  are  a  part  of  the  war  program. 

Senator  Gore.  My  theory  is  that  the  chief  difficulty  is  in  maintain- 
ing the  relation  to  other  rates,  and  I  voted  against  giving  the  power 
to  the  Director  General  for  that  reason.  I  think  the  commission  is 
better  qualified  to  do  that  than  the  Director  General  or  anybody  else; 
and,  for  that  reason,  I  wanted  to  know  if  you  could  state  any  common 
grourtd  that  seemed  to  characterize  these  complaints. 

Commissioner  Clark.  Those  that  we  have  decided  have  been  of  the 
character  that  I  have  suggested. 

Senator  Gore.  That  is.  with  regard  to  the  relative  adjustment? 

Commissioner  Clark.  Yes;  complaint  against  the  relative  adjust- 
ment of  rates,  and  Ave  haA^e  required  readjustment  Avhich,  in  our  judg- 
ment, made  a  fairer  rate  basis. 

Senator  Gore.  That  is  what  I  thought. 

The  Chairman.  Inasmuch  as  there  are  several  members  of  the 
committee  Avho  desire  to  ask  Mr.  Clark  some  further  questions,  I 
Avould  ask  him  to  come  back  for  a  short  Avhile  to-morroAv  moi'ning,  the 
hour  for  adjournment  now  haA-ing  arriA^ed. 
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I  would  state  thiit,  not  knowing  whether  the  commission  has  any 
other  member  it  would  like  to  be  heard,  under  the  schedule  that  we 
have  adopted,  that  after  Mr.  Clark's  testimon3^  the  railroads  will 
be  the  next  to  be  heard,  and  if  Mr.  Clark  gets  through  to-morroAv 
during  the  morning  session,  I  hope  the  railroads  will  be  prepared  and 
have  their  witness  here. 

Mr.  Alfred  P.  Thom.  Mr.  Chairman,  the  first  witness  we  will  have 
is  Mr.  T.  De  Witt  Cuyler,  who  will  find  it  absolutely  necessary  to  be 
in  Philadelphia  to-morrow^  night ;  and  I  was  wondering  if  it  would  be 
possible  to  make  an  arrangement  whereby  he  may  have  three-quarters 
of  an  hour  or,  say,  an  hour  of  to-morrow^  morning's  session.  We 
would  like  that,  if  it  could  conveniently  be  done. 

Senator  Cummins.  I  think  that  would  be  all  right,  if  the  other  wit- 
nesses of  the  commission  are  here. 

The  Chairman.  How  Avould  it  do  to  set  aside  our  regular  session 
to-morrow"  morning  for  the  railroads,  and  have  Mr.  Clark  subject  to 
call  by  the  committee  later? 

Senator  Cummins.  That  is  satisfactory. 

The  Chairman.  Then,  it  will  be  so  understood. 

Senator  Pomerene.  Before  we  adjourn,  Mr.  Chairman,  I  wish  to 
say  that  I  have  before  me  here  certain  correspondence  wdiich  took 
place  between  Mr.  McChord,  of  the  Interstate  Commerce  Commission, 
and  Mr.  Francis  H.  Sisson,  Vice  President  of  the  Guarant}^  Trust 
Co.,  of  New  York,  which  grew  out  of  a  speech  made  by  Mr.  Sisson 
relative  to  the  administrative  action  of  the  Interstate  Commerce  Com- 
mission. 

I  have  asked  Commissioner  McChord 's  permission  to  have  this  cor- 
respondence introduced  into  the  record,  and  I  think  that  the  mem- 
bers of  the  committee,  as  well  as  other  students  of  this  subject,  will 
find  it  very  instructive ;  and  I,  therefore,  ask  that  this  correspondence 
be  incorporated  in  the  record  of  this  hearing,  at  this  point. 

The  Chairman.  Without  objection,  that  will  be  done. 

The  correspondence  above  referred  to  by  Senator  Pomerene  appears 
in  full  below,  as  follows : 

Interstate  Commerce  Commissiox. 

WasJiington,  D.  C,  October  15,  1918. 
Mr.  Francis  H.  Sisson, 

Vice  President  Guaranty  Trust  Co.,  New  Yark,  N.  Y. 

My  Dear  Mr.  Sisson  :  A  few  days  ago  I  received  by  mail  a  copy  of  your 
address  on  September  24,  1918,  before  the  savings  bank  section  of  the  American 
Banlvers'  Association  in  convention  at  Chicago,  111.  I  assume  that  the  copy 
was  sent  me  at  your  direction. 

I  have  read  your  address  with  care.    I  quote  the  concluding  paragrarti : 

"  It  is  sincerely  to  be  hoped  that  there  may  come  a  larger  degree  of  apprecia- 
tion of  the  meaning  of  transportation  in  the  life  of  our  people  and  of  the 
high  importance  of  its  fair  and  constructive  treatment.  The  ambitions  of 
politicians  seeking  an  issue,  the  selfishness  of  shippers  fighting  to  save  dimes 
and  losing  dollar,  the  prejudices  of  theorists,  the  mistakes  of  the  past,  and  the 
animosities  of  the  present  should  not  be  allowed  to  interfere  with  the  solution 
of  the  problem  in  the  public  interest.  The  public  stake  in  this  situation  is 
greater  even  than  that  of  the  investor,  and  unless  railroad  investments  are 
protected  by  the  public  the  public  itself  will  be  the  greatest  sufferer.  The  need 
of  the  hour  is  sympathetic  understanding.  Upon  that  basis  alone  can  a  sound 
future  be  built  for  our  railways,  and  upon  a  sound  transportation  system  alone 
can  we  build  a  sound  and  prosperous  economic  life." 

In  this  brief  and  succinct  statement  you  have  epitomized  the  situation  as  I 
see  it.     Men  who,  amidst  the  stress  of  business  and  professional  cares  stop 
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now  and  tluMi  to  look  aliojid,  forosoc  problems  of  siirpassinK  iniportiince  that 
will  confront  this  Nation  wlien  millions  of  soldiers  ground  their  arms  and  seek 
civil  employment ;  and  when  other  millions  of  workers  now  ensaged  in  pro- 
ducing the  necessities  of  war  turn  their  attention  to  the  production  of  the 
things  needed  in  time  of  peace.  The  problem  must  be  solved  with  as  little  jar 
as  possible  to  the  active  operation  of  our  economic  and  industrial  forces.  On 
the  one  hand  we  might  have  Bolshevism,  which  is  no  government,  and  on 
the  other  we  might  have  autocratic  power,  which  is  all  government.  Neither 
extreme  is  conceivable  as  a  possible  solution  of  the  n)atter.  There  is  a  middle 
ground  where  the  just  rights  of  the  capitalist,  the  laborer,  and  the  public  may 
be  preserved.  It  is  of  more  importance  to  the  capitalist  just  at  this  time  to 
recognize  his  obligations  to  the  workman  and  the  public  than  at  any  other 
period  in  the  world's  history.  In  order  to  save  to  himself  his  just  share  of 
the  prosperity  that  is  to  flow  from  the  new  conditions  which  the  war  will 
bring  about,  he  must  stand  shoulder  to  shoulder  with  his  fellow  men  in  a 
concerted  effort  to  put  an  end  to  old  abuses  and  w^'ongs.  I  think  you  realize 
this.  You  apparently  are  given  to  clear  thinking,  and  for  that  reason  I  take 
this  opportunity  of  calling  your  attention  to  unjust  criticism  of  the  Interstate 
Commerce  Commission,  which  you  make  in  the  address  before  me  and  which 
you  have  made  in  other  addresses. 

I  can  but  think  that  you  have  adopted  statements  of  others  and  have  made 
strictures  upon  governmental  agency,  which  has  for  more  than  30  years  endeav- 
ored to  consider  transportation  systems  submitted  to  its  regularly  authority  with 
a  view  to  the  best  interests  of  the  whole  public,  which,  of  course,  includes  the 
railroads,  the  shippers  and  receivers,  and  the  investors  without  that  careful 
consideration  of  the  facts  that  is  generally  characteristic  of  your  public  utter- 
ances. 

For  example,  you  stated  in  your  address  on  September  24,  of  this  year,  the 
following: 

"  It  may  be  flatly  stated  that  the  decline  in  the  value  of  railway  securities 
in  the  past  has  been  chiefly  due  to  the  refusal  of  the  Interstate  Commerce  Com- 
mission and  other  regulating  bodies  to  permit  the  railways  to  charge  adequate 
rates ;  and,  under  private  management  of  the  roads,  the  value  of  railway  secu- 
rities can  not  be  maintained  in  the  future  unless  the  commission  will  allow  the 
companies  to  charge  adequate  rates." 

In  April,  1918,  you  delivered  another  address  in  Chicago,  in  which  you  said : 

"  The  railroads  had  not  kept  pace  with  the  growth  of  the  country  and  could 
not  bear  the  added  burdens  of  the  war.  Lack  of  credit  born  of  governmental 
regulation,  had  wrought  this  finish.  The  decline  of  railroad  ci'edit  followed 
the  enactment  of  the  Hepburn  Act  and  the  amendment  giving  the  Interstate 
Conunerce  Commission  power  to  suspend  rates  was  continued  with  deadly  cer- 
tainty. Rates  moved  ever  downward,  expenses  piled  ever  upward,  uneconomic 
laws  and  nmltiplied  regulations  consumed  the  revenues.  Banks  and  investors 
looked  elsewhere  and  the  unremitting  conflict  of  the  public  wrought  its  own  un- 
doing *  *  *  A  lack  of  understanding  and  vision,  on  the  part  of  the  Inter- 
state Commerce  Commission,  and  a  too  ready  yielding  to  political  sentiment 
have  rendered  it  not  the  constructive  friend  of  transportation  which  it  should 
be,  but  transportation's  fearful,  hectoring  keeper." 

In  this  connection  I  invite  your  attention  to  statements  made  by  Mr.  Julius 
Kruttschnltt,  the  chairman  of  the  executive  committee  of  the  board  of  direc- 
tors of  the  Southern  Pacific  System,  while  under  cross-examination  in  a  con- 
gressional hearing  in  the  city  of  Washington  in  March,  1917. 

"  Q.  Another  thing  that  you  have  mentioned  several  times  is  the  fact  that 
the  legislation  has  hampered  the  operation  of  the  railroads  and  thereby 
affected  their  credit.  Do  you  believe  that  the  Interstate  Commerce  Law, 
even  with  its  amendments,  as  a  whole,  has  been  detrimental  to  the  railroads 
of  the  country? 

"  A.  No  ;  I  do  not. 

"  Q.  It  has  been  highly  beneficial,  has  it  not? 

"  A.  I  think  so.  It  has  substituted  regulation  for  freedom  of  action  in  a 
great  many  directions,  but  there  has  been  compensation,  and  more  than  com- 
pensation by  the  elimination  of  abuses." 
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Thus  spoke  a  practical  railroad  man  who  has  been  in  railroad  service  all 
the  years  since  regulation  by  the  Interstate  Commerce  Commission  began  in 
April  1,  1887. 

From  1891  to  date  the  operating  revenue  of  the  carriers  has  exhibited  a 
marlied  increase  for  each  three-year  period.  The  figures  are  shown  by  the 
following  table : 

From  1891  to  1893,  inclusive $3,488,920,612 

From  1894  to  1806,  inclusive 3.298,902,635 

From  1897  to  1899,  inclusive 3,683,625,512 

From  1900  to  1902.  inclusive 4,801,951,118 

From  1903  to  1905,  inclusive 5,  958,  503,  404 

From  1906  to  1908,  inclusive 7,355,509,577 

From  1909  to  1911,  inclusive 8, 138,  201,  597 

From  1912  to  1914,  inclusive 9,210,930,125 

From  1915  to  1917,  inclusive 10,  253,  254,  882 

The  results  to  carriers  from  operation  are  shown  by  their  gross  and  net 
earnings.  The  following  table  gives  the  gross  earnings,  the  net  income  after 
payment  of  operating  expenses  and  taxes,  and  the  net  income  per  mile  of  line 
of  the  carriers  of  the  country  for  each  fiscal  year  from  June  30.  1891,  to  June 
80,  1917: 


Year  ended  Jimc  30— 

Operating 
revenues. 

Income  from 
operation. 

Average 
income 
per  mile 
of  line. 

1891           

$1,096,761,395 
1,171,407,343 
1,220,751,874 
1,073,361,797 
1,075,371,462 
1,150,169,376 
1,122,689,773 
1,247,325,021 
1, 313, 610, 118 
1,487,044,814 
1,5.88,526,0.37 
1,720,380,267 
1,900,846,907 
1,973,174,091 
2,082,482,406 
2, 325, 765, 167 
2,589,105,578 
2,589,638,832 
2,473,205,301 
2,812,141,575 
2, 852, 854'.  721 
2, 90(1, 415.  S09 
3, 193,  I17,cS34 
3.111,39n,422 
2.9.56,193,202 
3,742,041,941 
3,824,419,739 

$331,593,407 
356,35.5,822 
350,315,886 
303, 822, 201 
309, 818, 614 
337, 209,  541 
326,427.165 
385,  .524, 121 
410,303,487 
477,284,030 
507,184,395 
.555.660,088 
585, 458, 486 
574, 581,  iU 
628, 405, 576 
714, 102, 261 
760,  277. 389 
645,681,895 
732,  (H2, 083 
826, 466, 756 
7(-8,213,345 
751,266,806 
829, 963, 248 
704, 683, 079 
728,211,079 
1,043,839,822 
1,069,750,514 

$2,056 

1892         

2,104 

1893 

2,090 

1894 

1,729 

1895                  .   .   .       '.       

1,743 

1896           

1,833 

1897           

1,781 

1898 

2,088 

1899   

2,188 

1900                                     

2,479 

1901           

2, 593 

1902             

2, 776 

1903 

2,852 

1904 

2,707 

1905                                 

2, 896 

1906               

3,212 

1907           

3,343 

1908         

2,841 

1909       

3, 145 

1910                                            

3,487 

1911           ' 

3, 15(i 

1912           

3,044 

1913 

1914 

1915                  .   .           

3,420 
2, 869 
2,842 

1916 

1917 

4,053 
4,632 

Previous  to  the  year  1910  carriers  originated  their  rates  and  filed  schedules 
containing  them  with  the  commission.  The  latter  had  no  power  to  reject  or 
susjiond  such  scliedules,  except  for  matters  of  form.  In  JiUy.  1910,  Congress 
gave  the  commission  authority  to  suspend  the  optn-ation  of  tariffs  for  a  period 
not  exceeding  10  months. 

The  following  table  gives  the  average  rate  of  dividends  declared  on  dividend- 
yielding  stoclv  of  the  railroads  of  the  country  from  June  30.  1892.  to  June  30. 
1916,  and  for  the  calendar  year  1917;  the  net  operating  income  per  mile  of  road 
per  cent  of  propert.v  investment  as  shown  by  tlie  bool<s  of  the  railroads,  per  mile 
for  the  same  period ;  and  the  corporate  surplus  accunnUations  for  eacli  year 
from  1910: 
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Avcrasp 

diviiiciul 

rate. 

Ratio  of 
income 
to  cost. 

Surplus 
accumula- 
tions. 

1892 

5.35 

5.50 
5.40 
5. 75 
5.62 
5. 43 
5.29 
4.96 
5.23 
5  26 
5  35 
5.70 
6.09 
5.78 
8.03 
6.23 
5.07 
6.53 
7.50 
8.03 
7.17 
6.37 
7.07 
6.48 
6.48 
6.73 
6.78 

3.77 

4  88 
3.20 
3.26 
3.48 
3  29 
3.75 
4.02 
4.53 
4.69 
.5.02 
5,19 
4.23 
5. 10 
5.  .58 
6.61 
4.78 

5  34 

6  73 
4.87 
6.62 
6.12 
4.19 
4.09 
6  82 
6.17 
5.27 

1893 •. 

1894 

1895 

1896 

1897 

1898 

1899 

1900 

1901 

1902 

1903 

1904 

1905 

1907 

1908 

1909 

?1, 371, 107, 759 
1,726,  .830, 100 
1  789  824  875 

1911   

1912 

1913         .                                    .       .                  

1,998,863,446 
1  942  559  481 

1915 

l!  536' 787,' 176 
1,935,019,191 
2  1,59  768  716 

1916  ' 

917' 

2^628' 638*922 

'  Calendar  year. 

It  will  be  noted  tr(»iu  the  tigiires  that  at  no  time  were  earnings,  either  gross 
or  net,  as  great  as  from  July  30.  1910.  to  July  30,  1917.  Considered  from  the 
viewpoint  of  dividend  yaynieuts,  net  income  to  asserted  cost  or  surplus  accumu- 
lations, the  railroads  were  never  in  so  prosperous  a  condition. 

In  addition  to  this  the  record  is  that  the  commission  granted  increased  rates 
on  so-called  blanket  applications  by  carriers  from  July  1,  1910,  to  July  1,  1917, 
that  augmented  their  annual  revenues  by  more  than  .$350,000,000.  Increased 
rates  were  also  granted  on  individual  applications  in  a  great  majority  of  in- 
stances, the  amount  of  which  can  not  be  estimated.  Increased  passenger  fares 
were  also  granted  by  the  commission  on  application  by  carriers. 

I  submit  to  you  that  there  is  not  to  be  found  from  these  figures  any  reason, 
i-onsidering  net  revenues  and  accumulations,  why  the  well-located  and  well- 
managed  railroads  of  the  country  should  have  suffered  a  decline  of  credit  in 
recent  years. 

After  the  leading  transportation  systems  of  the  country  were  taken  over  by 
the  Government  as  a  war-emergency  measure  on  December  28,  1917,  increased 
passenger  and  freight  rates  were  put  into  effect  in  June,  1918,  by  the  Director 
General  of  Railroads,  under  authority  conferred  by  an  act  of  Congress,  for 
the  purpose,  as  stated  by  him  at  the  time,  of  insuring  their  efficient  operation 
under  the  "  high-cost  conditions  that  the  war  has  imposed."  He  referred  to 
enormous  increases  in  the  cost  of  coal  and  supplies  consumed  by  the  railroads, 
the  estimated  $300,000,000  increase  in  wages  recommended  by  the  Wage  Com- 
mission, and  additional  increases  that  would  have  to  be  granted  to  other 
classes  of  employees.     He  further  stated  that : 

"  On  account  of  these  extraordinary  increases  in  operating  costs,  which  have 
come  about  as  a  consequence  of  the  war,  if  is  estimated  that  for  the  same  ag- 
gregate business  as  last  year,  and  under  the  same  conditions  except  as  to 
prices  and  wages  the  operation  expenses  for  the  calendar  year  1918  will  be 
from  $830,000,000  to  $860,000,000  more  than  for  the  calendar  year  1917." 

The  purpose  of  the  increased  rates  granted  was  thus  stated  to  be  to  meet  the 
exigencies  of  increases  in  railroad  operation  due  to  war  conditions  and  not  on 
account  of  anything  done  by  the  Interstate  Commerce  Commission. 

The  fact  was  that  at  the  time  the  carriers  were  taken  over  they  were  in  re- 
ceipt of  the  largest  income  ever  known.  The  burdens  of  war  conditions  called 
for  Federal  operation.  Nothing  that  had  been  done  by  the  commission  was 
responsible  for  the  conditions  in  which  the  railroads  then  found  themselves. 

You  refer  to  the  fact  that  the  power  to  suspend  rates  given  to  the  commis- 
sion in  1910  was  continued  with  deadly  certainty.  The  facts  are  a  complete 
refutation  of  such  a  statement.  During  the  year  ended  December  1.  1917,  there 
passed  to  the  files  of  the  commission  131.810  tariff  publications,  a  large  number 
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of  them  including  increases  in  rates  or  clianges  in  regulations  tliat  produced 
increased  charges;  and  comparable  numbers  have  passed  to  the  files  each  year 
since  1910.  From  the  date  of  the  passage  of  the  act  in  1910,  giving  the  com- 
mission power  to  suspend  schedules,  to  November  30,  1917,  2,578  protests 
against  proposed  increased  rates  were  considered  by  the  commission.  Of  this 
number,  1,424  cases,  the  rates  were  allowed  to  go  into  effect  as  proposed.  Up 
to  said  date  1,154  cases  were  docketed  for  formal  hearing,  of  which  234  were 
dismissed  because  the  railroads  vountarily  withdrew  the  proposed  schedules ; 
in  283  cases  the  proposed  rates  were  allowed  after  hearing ;  in  188  cases  the 
increases  were  allowed  in  part;  and  in  300  cases  the  increases  were  disallowed. 
Of  the  total  number.  29  protests  were  withdrawn  by  protestants  and  the  rates 
became  effective,  and  lis  were  undisposed  of.  Practically  all  the  latter  have 
resulted  in  the  proposed  increased  rates  becoming  effective  in  other  proceed- 
ings. 

I  note  you  refer  in  your  address  to  the  decline  of  ton-mile  earnings  of  the 
carriers  in  this  country  during  certain  periods.  Without  entering  into  any 
lengthy  discussion  upon  this  point,  I  merely  suggest  for  your  consider.-ition 
the  following : 

Ton-mile  earnings  are  but  one  indication  of  the  volume  of  receipts  of  a 
carrier,  and  by  no  means  a  controlling  one.  Ton-mile  earnings  are  affected 
directly  by  the  quantity  and  grade  of  traffic  handled  and  by  the  distance  of 
the  haul.  In  some  sections  of  this  country  to-day  the  average  ton-mile  earn- 
ings exceed  1  cent.  This  average  amount  of  earnings  by  all  carriers,  however, 
is  reduced  by  tbe  earnings  on  what  we  may  term  "low-grade  traffic,'"  such  as 
iron  ore.  iron  and  steel,  Uunber,  coal,  lime,  cement,  brick,  and  the  like. 

In  recent  years  there  has  been  a  marked  increase  in  the  loading  and 
in  the  size  of  cars.  Such  of  these  low-grade  commodities  move  in  train  loads, 
both  loaded  and  empty,  thus  securing  to  the  carrier  the  largest  economies  in 
operation.  If  you  will  make  your  computations  base  on  car-mile  or  train-mile 
bases  you  will  reach  the  conclusion,  I  think,  that  the  decrease  in  ton-mile 
earnings,  to  which  you  refer,  is  not  a  true  indication  of  receipts  to  carriers 
from  business  handled. 

I  invite  your  careful  consideration  of  the  facts  here  presented.  The  figures 
as  to  gross  and  net  earnings  are  those  supplied  by  the  railroads,  and  the 
others  are  taken  from  the  records  of  the  commission.  Any  institution  is 
properly  to  he  judged  by  the  results  of  its  operations  and  activities,  and  the 
Interstate  Commerce  Conuuission  is  not  an  exception.  The  only  aim  and  pur- 
pose of  the  commission  has  been  to  carry  out  the  law.  In  doing  so  it  has, 
so  far  as  lay  in  its  power,  fostered  and  promoted  the  free  movement  of  com- 
merce throughout  the  country,  and  has  always  considered  the  interests  of  the 
railroads  as  well  as  the  shipping  and  consuming  public. 

I  trust  .vou  will  consider  this  communication  in  tbe  spirit  in  which  I  write 
it.  I  do  not  occupy  the  position  of  a  captious  critic  of  your  public  utterances. 
My  aim  is  to  give  you  the  facts  with  respect  to  certain  statements  you  have 
made  in  the  belief  that  they  must  have  been  inadvertent.  All  of  this  is  done 
in  that  spirit  so  well  stated  in  the  last  utterance  of  your  address  in  which 
you  say :  "  The  need  of  the  hour  is  sympathetic  understanding.  Upon  that 
iiasis  alone  can  a  sound  futiu"e  be  built  for  our  railways,  and  upon  a  somid 
transportation  system  alone  can  we  build  a  scmnd  and  prosperous  economic 
life." 


Yours,  very  truly. 


C.  C.  McChori). 


Ox- AR.VNTY  Tri:ST  Co.  OF  NeW  YoRK, 

I'lO  Broaduny,  New  York;  October  2//,  1918. 
Mr.  Charles  C.  McChord, 

Commissioner  Interstate  Cnnimerrc  CoiiunissiotK 

Washinfftou.  D.  C. 
My  Dear  Mk.  McChord:  Your  letter  of  the  15th  reached  me  right  in  the 
midst  of  our  liberty  loan  drive  here,  which  has  been  the  ail-engrossing  interest 
and  occupation  of  us  bankers,  as  you  may  imagine.  As  a  result  I  hjive  not  had 
the  time  to  carefully  read  or  digest  your  thoughtful  letter,  but  I  want  to  ac- 
knowledge its  receipt,  and  assure  you  that  I  shall  study  it  witli  the  greatest 
interest  and,  I  believe,  open-mindedness. 

In  approaching  this  railroad  question  I  have  no  thought  but  to  see  and 
develop  the  ti-uth  as  tbe  jjrojier  basis  for  solving  the  problem  of  the  future 
which  wp  face  in  if. 
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Thanking  you  for  writing  so  fully.  I  will  hope  to  be  able  to  write  you  further 
in  the  near  future,  I  am, 


Yours,  sincerely, 


(Signed)  F.  H.  Sisson, 

Vice  President. 


Guaranty  Trust  Co.  of  New  York. 
JJiO  Broadway,  New  York,  November  13,  1918. 
Mr.  Chari.es  C.  McChord. 

Commissioner  Interstate  Commerce  Commission, 

WasJiinf/ton,  D.  C. 

I\Iy  Dear  I\Ir.  IMcChori)  :  Since  writing  acknowledging  its  receipt,  I  have 
found  oppoi'tunity  to  read  carefully  your  letter  of  October  15.  in  which  you 
take  exception  to  the  statement  made  in  my  recent  address  in  Chicago  that  the 
decline  in  the  value  of  railway  seciH'ities  in  the  past  has  been  chiefly  due  to  the 
refusal  of  the  Interstate  Connnerce  Commission  and  other  regulating  bodies  tO' 
permit  the  railways  to  charge  adequate  rates. 

I  have  studied  your  presentation  of  statistics  as  to  the  earnings  of  the  rail- 
ways, all  of  which  finally  sift  down  to  the  return  upon  property  investment. 
Your  .-irgument  necessarily  is  that  this  return  has  been  adequate.  On  this 
point,  which  is  the  crux  of  the  whole  question,  we  differ. 

I  do  not  wish  to  reopen  the  general  argument  for  higher  rates  presented  by 
the  carriers  to  the  commission  in  the  rate  cases,  of  1910,  1914,  and  1917.  It 
appears  that  the  validity  of  the  repeated  pleas  of  the  carriers  for  living  rates 
has  been  fully  sub.stantiated  in  the  action  of  the  Government  in  advancing 
freight  rates  25  per  cent  within  a  short  time  after  the  commission  had  advanced 
eastern  rates  by  15  per  cent. 

From  the  tnble  on  the  sixth  p.-ige  of  yoin*  letter  T  have  taken  the  figures  of 
net  operating  income  from  1900  to  1917.  and  have  had  them  shown  on  the  accom- 
panying chart.  The  raise  in  interest  rates  on  cajiital  is  also  shown,  and  note 
is  made  of  the  5i  per  cent  average  income  of  eastern  carriers  in  the  three  years,. 
1911-1913,  which  the  commission  in  the  Five  Per  Cent  case  characterized  as- 
below  what  was  demanded  in  the  i)ublic  interest. 

A  study  of  this  chart  shows  that  in  the  decade  before  the  war  boom  interest 
rates  were  steadily  rising,  but  the  tendency  of  railway  income  was  unmis- 
takably downward.  During  the  same  period,  as  was  so  well  stated  by  Connnis- 
sioner  Daniels  in  the  Five  Per  Cent  case,  commodity  prices  were  rising.  The 
railroads  were  being  driven  into  an  economic  impasse. 

In  these  10  years  (1906-1915)  the  yield  on  the  investment  never  reached  6 
per  cent  and  after  the  1906-7  boom  it  reached  SVper  cent  in  only  one  year  (1910). 
In  the  last  five  years  of  the  decade  the  average  income  was  only  4.58  per  cent, 
a  figure  certainly  far  below  what  was  demanded  in  the  public  interest.  Com- 
missioner Harlan,  in  the  Fifteen  Per  Cent  case,  said  : 

"  So  long  as  we  look  to  i^rivate  interests  to  furnish  a  transportation  service- 
for  the  country  we  must  see  to  it  that  the  rewards  are  sufficient  to  attract 
capital  for  its  further  development. 

"  Under  present  conditions  this  appears  not  to  be  the  case." 

In  the  last  six  years  before  the  Government  took  over  the  operation  of  the 
railroads  the  total  amount  of  new  capital  for  American  railroads  raised  by  the 
sale  of  stock  to  the  public  was  only  $164,000,000,  or  an  average  of  less  than 
.$28,000,000  a  year,  when  the  capital  expenditures  were  averaging  $400,000,000 
a  year. 

The  public  market  for  new  railroad  stock  varnished  because  of  the  alarming 
decline  in  net  earnings,  and  the  public  put  its  savings  into  industries  showing 
a  larger  margin  of  profit  and  a  more  certain  future.  A  great  deal  of  the  capital 
invested  in  transportation  in  recent  years  failed  to  earn  its  cost,  and  this  in 
spite  of  the  fact  thfit  American  railroad  operation  led  the  world  in  efficiency  and 
economy. 

The  commission  in  1910  very  wisely  said  : 

"  It  is  not  only  a  matter  of  justice  but  in  the  truest  public  interest  that  an 
adequate  return  should  be  allowed  upon  railway  capital." 

But  the  record  of  net  operating  income  since  that  time  shows — and  it  seems 
to  me  beyond  argument — that  the  commission,  while  recognizing  the  necessity 
of  an  adequate  return  to  attract  new  capital,  failed  to  grant  the  rates  needed' 
to  earn  it.    It  was  because  of  this  that  railway  credit  declined. 
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I  cortiiinl.v  do  not  wish  to  criliclze  unjustly  the  course  of  the  commission. 
I  lielieve  T  have  some  realiziitiou  of  the  complexity  of  tlie  problems  it  lias  had 
to  deal  with,  jind  some  :iiipreciiition  of  the  earnest  efforts  it  has  made  to  adjust 
nicely  the  balance  l)etween  the  viirious  interests  involved  ;  l)ut,  nevertheless.  I 
would  be  concealing  my  honest  convictions  if  I  did  not  assert,  as  I  have  in 
public  addresses,  that  the  serious  check  to  railroad  development  in  the  years 
preceding  the  war  was  l:ir.uely  due  to  the  failure  of  the  commission  to  deal 
boldly  and  courageously  with  this  great  economic  que.stion. 

I  know  that  the  task  of  the  commission  has  been  greatly  complicated  by  con- 
flicting State  regulation  and  inadequate  legislation.  Any  form  of  regulation 
which  simply  gets  on  top  of  the  railroads  without  getting  under  them  also  is  so 
manifestly  ill  balanced  and  unfair  that  it  could  not  be  expected  to  be  adequate 
to  the  situation. 

I  have  on  numerous  occasions  had  the  opportunity  to  defend  the  Interstate 
Commerce  Commission  against  unfair  attacks,  because  of  my  sympathy  with 
and  perhaps  greater  understanding  of  the  dlfhculties  of  their  position.  Never- 
theless I  feel  that  they,  in  common  with  the  bankers,  the  railway  executives,  the 
shippers,  politicians,  and  the  general  public  have  failed  to  grasp  the  factors  in 
the  equation  with  which  they  were  dealing,  and  must  in  some  measure  share  the 
blame  with  the  rest  of  us  for  permitting  the  railroad  situation  to  drift  on  the 
rocks  of  insufficient  revenues,  insufficient  credit,  and  insufficient  efficiency. 

I  very  much  appreciate  your  writing  me  so  fully  in  regard  to  the  matter,  and 
hope  that  thoughtful  men  like  yourself  may  be  disposed  to  address  themselves 
strictly  to  the  working  out  of  this  transportation  problem  in  the  best  interests 
of  100,000,000  people  who  are  so  dependent  upon  it,  for  in  the  final  analysis  that 
only  will  be  in  the  interest  of  others  which  is  in  the  common  interest. 
Yours,  sincerely, 

(Signed)  F.  H.  Sisson. 


Interstate  Commerce  Commission, 
Washington,  D.  C.  Noremher  18,  1918. 
Mr.  Francis  H.  Sisson, 

Vice  I'resifient  Gnarantti  Trust  Co.  of  New  York, 

Neio  York,  N.  Y. 

My  Dear  Mr.  Sisson  :  I  am  in  receipt  of  your  letter  of  November  13,  in  further 
response  to  my  letter  of  October  15. 

You  say  that  you  have  studied  my  presentation  of  statistics  as  to  the  earnings 
of  the  railways,  "  all  of  which  finally  sift  down  to  the  return  upon  property 
investment."  You  state  that  my  argument  necessarily  is  that  this  return  has 
been  adequate,  and  then  yon  say  "  on  this  point,  which  is  the  crux  of  the  whole 
question,  we  differ." 

In  the  first  place,  whatever  may  be  my  views  with  respect  to  this,  I  did  not  say, 
nor  do  I  think  that  it  necessarily  follows  from  anything  I  did  say,  that  returns 
to  all  the  railways  of  the  country  were  adequate.  What  I  endeavored  to  estab- 
lish was  that  under  regulation  by  the  Interstate  Commerce  Commission  there 
had  been  practically  a  steady,  long-continued,  upward  tendency  in  the  gross  and 
net  earnings  of  railways;  that  there  was  the  same  general  upward  trend  in  divi- 
dend rates  on  dividend-paying  stock:  and  that  the  same  was  true  of  surplus 
accumulations.  The  figures  I  inesented  were  not  qnestionc'd  by  yon.  ;ind  could 
not  well  he  (piestioned  by  anyone,  because  they  were  furnished  l)y  the  railways. 

I  invite  yoiu'  attention  to  the  following  tal»le.  which  gives  the  total  railway 
capital  stock  outstanding,  1908-1916.  excluding  only  switching  and  terminal 
<-oinpanies,  giving  also  the  percentage  ratio  of  net  income  to  stock  : 


Year  ended— 

Stock. 

Net  income. 

Ratio  of 
net  in- 
come to 
stock. 

June  30— 

1908                

$7,300,739,273 
7,612,411,226 
8,010,730,010 
8,363,275,892 
8,552,447,276 
8,599,992,8.54 
8,6,54,215,242 
8,635,319,368 
8,743,106,639 
8,755,403,517 

$443,986,915 
441,062,743 
,583,191,124 
M7, 280, 771 
453,12.5,324 
544,201,074 
395,631,642 
354,786,729 
671,398,243 
735,341,165 

Per  cent. 
6.08 

1909      

5.78 

1910                               

7.28 

1911                        

6.54 

1912               

5.30 

1913                                   

6.33 

1914                        

4.57 

1915             V 

4.11 

1916                                   

7.68 

Dec  31   1916       

8.40 
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The  following  (able  gives  the  relation  between  the  balance  of  net 
income  after  the  dedncticn  of  all  dividends  and  sinking-fund  charges 
charged  to  income  of  class  1  steam  railroads,  1912-1917: 


Net  income 

Dividends  and 
income  applied 

Year  ended  — 

above  fixed 
charges. 

to  sinking  and 

other  reserve 

liinds. 

balance. 

J 

Per  cent. 

June  30— 

1912 

$405,784,509 
485,745,995 
350,721,618 

$345,125,171 
335,923,753 
386,719,305 

$60,659,338 
150,722,242  ; 
135,997,687  '. 

14  9 

1913 

31.0 

1914 

1915 

316,156,078 

270,540,368 

45,615,710 

14.4 

1916 

603,222,893 

293,629,565 

309,593,328 

51.3 

Pec.  31— 

1916 

646,880,673 

321,294,292 

325,586,381  ' 

50  :< 

1917 

589,044,923 

332,811,967 

256,232  956 

43.5 

1  Deflcienfiy 

Yon  will  note  thjit,  except  for  the  stilnioiiiinl  .ve;ir  1014,  there  is  the  sjijue 
teiidenc-y  of  increase  in  the  percent!! jies.  These  two  tjihles.  sni»])lenuMUini:  those- 
.Liiven  in  my  letter,  further  support  my  contention  that  re.nnlation  hy  the  com- 
luission  has  not  had  a  tendency,  as  stated  by  you,  to  teduce  eariiinjis. 

If  return  on  i)roiierty  investment  is  the  crux  of  the  whole  (piestion.  as  yotv 
su.iiiiest.  I  am  inclined  to  think  th;it  with  respect  to  that  we  do  not  occupy  com- 
mon ii^round.  The  actual  investment  of  the  railroads  of  the  country  is  not 
known.  What  we  have  is  the  investment  as  shown  by  the  hooks  of  the  railroads. 
That  showini:.  as  you  must  know,  is  the  maximum.  Inve.stijiation  lias  demon- 
strated that  the  .-iclual  investment  is  very  much  less  than  is  shown  by  the  books. 
As  will  appear  hiter  in  this  letter,  the  book  investment  of  a  number  of  raili'oads 
in  this  country  is  by  no  means  a  reliable  basis  from  which  to  determine  returns. 
If  the  book  investment  is  to  be  decreased  by  material  amounts,  of  course  the 
returns  will  be  likewise  materially  increased. 

The  following  gives  the  railway  operating  income  compared  with  total  rail- 
way capital  and  investment,  as  shown  by  the  books  of  class  1  railroads, 
1908-1916 : 


Year  ended. 


Total  railway 
capital. 


Investment. 


June  30— 

1908 $16, 198, 731, 489  j$13, 213, 


Railway 
operating 
income. 


1909 16,992,530,340 

1910 17, 774, 426, 871 

1911 IS, 437, 820, 946 

1912 ,  18, 989, 345, 476 

1913 19, 028, 535, 973 

1914 19,401,083,881 

1915 19,719,893,944 

1916 19,681,193,092 

December  31—  i 

1916 19,630,610,082  ', 


13,609 
14,557, 
15,612, 
16,004, 
16,58S, 
17, 153, 
17,437, 
17, 684, 


766,540 
183, 515 
816.099 
378,845 
744, 966 
603, 109 
785,568 
666  690 
736,585 


$645, 
732, 
826, 
768, 
751, 
S31, 
705, 
728, 
1,043, 


681,895 
642,083 
466,756 
213,345 
266, 806 
343,282 
883, 489 
212,079 
839,822 


Return 

on 
invest- 
ment. 


4.89 
5.38 
5.68 
4.92 
4.69 
5.01 
4.12 
4.18 
5.90 


Ratio  of 

operating 

income  to 

railway 

capital. 


3.99 
4.31 
4.65 
4.17 
3.96 
4.37 
3.64 
3.69 
5.30 


17,837,624,883       1,100,545,422 


6.17 


5.63 


You  will  note  the  marked  difference  between  capital  and  investment.  Of 
cour.se,  it  would  be  un])rotitable  for  you  and  me  to  engage  in  a  controversy,  in 
which  many  good  men  have  taken  part,  over  the  right  of  railroads  to  earn  a 
return  upon  outstanding  capital  ,)s  conii)ared  with  investment.  I  wish,  how- 
ever, to  a.aain  direct  your  attention  to  the  continued  upward  tendency  of  the 
percentage  of  return  to  support  my  contention  that  regulation  by  the  Interstate 
Commerce  Comm'ssion  has  not  be.-^n  productive  of  declining  returns,  as  stated 
by  you.  I  insist  that  figures  furnished  ])y  the  railroads  themselves  show- 
exactly  the  opposite  of  your  contention. 

You  further  state  in  your  letter: 

"It  api)ears  that  the  validity  of  the  repeated  pleas  of  the  carriers  for  living 
nites  lias   l)een    fully   substantiateil    in   the  action   by   the  Government   in   ad 
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vancing  freight  rates  25  per  cent  within  a  short  time  after  tlie  commission 
liad  advanced  eastern  rates  by  15  per  cent." 

If  you  will  refer  to  page  7  of  my  former  letter,  you  will  note  that  the 
Director  General  gave  reasons  why  it  was  necessary  to  increase  freight  rates, 
passenger  fares,  and  baggage  charges.  Those  reasons  had  not  the  remotest 
relation  to  anything  the  commission  had  failed  to  do.  Conditions  growing  out 
of  the  war  necessities  were  the  mainspring  of  the  action  taken.  I  invite  your 
attention  to  another  statement  made  by  the  Director  General  when  the  notice 
of  the  proposed  increase  in  rates  was  given  to  the  public.    It  is  as  follows : 

"  In  this  connection,  it  is  important  to  make  clear  that  no  part  of  the 
increase  in  rates  now  initiated  is  on  account  of  the  making  of  additions  and 
betterments  or  the  purchase  of  new  equipment  or  other  expenditures  charge- 
able to  investment  account.  The  increases  initiated  are  solely  on  account  of 
increased  burdens  tending  to  diminish  railway  operating  income." 

Is  it  not  a  signihcant  fact  that  the  leading  railroads  of  the  country  are 
apparently  perfectly  willing  to  accept  as  compensation  to  them  for  their  use 
during  control  by  the  Federal  Government  the  average  net  operating  income 
they  had  received  under  rates  in  effect  for  three  years  previous  to  July  1,  1917? 
Am  I  not  fully  justitieil  if  I  take  an  appeal  from  your  statements  and  deduc- 
tions to  the  railroads  themselves? 

In  your  letter  yoii  make  the  following  statement : 

'•  In  the  last  six  years  before  the  Government  took  over  the  operation  of 
the  railroads  the  total  amount  of  new  capital  for  American  railroads  raised 
by  the  sale  of  stock  was  only  $164,000,000,  or  an  average  of  about  $28,000,000 
a  year,  when  capital  expenditures  were  averaging  $400,000,000  a  year." 

The  authority  for  the  figures  you  give  is  not  stated.  From  reports  to  tlie 
commission  by  the  carriers  it  is  estimated  that  approximately  $392,000,000  of 
new  stock  was  issued  for  the  five  and  one-half  years  from  June  30,  1911,  or 
about  $71,000,000  a  year.  Our  records  show  that  approximately  $400,000,000 
jt  year  was  expended  on  capital  during  the  period.  Of  this  amoimt  approxi- 
mately $190,000,000  a  year  was  expended  from  earnings.  A  comparable  amomit 
has  been  expended  from  earnings  for  a  great  many  years. 

Turning  now  to  property  investment  as  the  basis  for  returns,  we  face  a  very 
important  controversy,  about  which  I  express  no  opinion,  as  to  whether  capital 
investment  from  earnings  should  be  included  when  a  return  is  to  be  calculated 
on  the  operation  of  a  public  utility.  I  leave  the  matter  at  this  point  with  the 
suggestion  that  a  determination  of  that  controversy  may  have  an  important 
bearing  on  the  question  of  the  adequacy  of  the  net  returns  to  the  carriers  of 
the  coimtry. 

You  further  state  that: 

"  I  would  be  concealing  my  honest  convictions  if  I  did  not  assert,  as  I  have  in 
public  addresses,  that  the  serious  check  to  railroad  development  in  years  pre- 
ceding the  war  was  largely  due  to  the  failure  of  the  commission  to  deal  boldly 
and  courageously  with  this  great  economic  question." 

From  this  I  understand  that  you  still  adhei-e  to  the  severe  condemnation  of 
the  conunission  you  made  in  the  public  addresses  to  which  I  referred  in  my 
previous  letter.  You  do  state  that  on  numerous  occasions  you  had  the  oppor- 
tunity to  defend  the  Interstate  Coumierce  Commission  against  unfair  attacks 
because  of  your  "  sympathy  witli  and  perhaps  greater  understanding  of  the 
difhculties  of  their  position."  It  has  never  been  my  good  fortune  until  now  to 
liear  of  any  such  defense.  NVhat  I  do  know  is  that  you  publicly  held  the  com- 
mission largely  responsible  for  the  failure  of  the  transporation  systems  of  the 
country  to  stand  the  strain  of  war  conditions,  and  that  in  your  letter  to  me  you 
attempt  to  substantiate  statements  you  have  made,  and  reaimounce  conviction 
of  their  truth. 

I  have  a  conviction  that  the  decline  of  railroad  credit  in  this  country  and 
abroad  is  due  to  other  causes  than  regulaticm  of  freight  rates,  passenger  fares, 
and  other  cliarges  by  the  conunission.  While  it  may  make  this  letter  somewhat 
long,  I  feel  I  am  fully  justitied  in  referring  to  certain  other  facts  whicli,  to  my 
mind,  had  a  controlling  influence  on  the  decline  of  railway  credit. 

The  figures  I  have  given  establish  that  if  anything  was  the  matter  with  the 
railroads  from  1910  to  1917,  so  far  as  their  credit  was  concerned,  it  is  to  be 
found  from  other  causes  than  earnings. 

I  first  cnll  your  attention  to  the  situation  in  1911.  when  the  first  rate-advance 
cases  were  decided  by  the  conunission.  In  Advances  in  Ilates-Kxtension  Case. 
30  I.  C.  C.  243.  251,  the  conunission  said: 

"  We  are  told  this  increase  in  rates  is  necessary  to  maintain  the  credit  of 
«ur  railroads,  and  this  claim  has  been  made  by  high  authority  and  with  nuich 
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insistence.  It  is  said  that  oni-  railroads  owe  at  tlie  present  time  large  sums 
which  are  being  carried  upon  short-time  paper  jind  which  should  l)e  converted 
into  funded  indebtedness ;  that  other  large  sums  must  be  had  in  the  immediate 
future  for  necessary  extensions  and  improvements;  that  the  money  for  these 
purjjoses  should  come  largely  from  foreign  investors,  since  the  rate  of  interest  in 
England  and  >ipon  the  Continent  is  lower  than  with  us,  but  that,  at  the  present 
time,  there  is,  owing  to  the  treatment  of  our  railroads  by  the  Nation  and  by  the 
various  States,  a  feeling  of  distrust  which  has  impaired  the  selling  qualities  of 
their  securities,  and  which  should  be  removed  by  a  decision  of  this  case  in  their 
favor.  *  *  *  n  niust  be  conceded,  therefore,  that  railway  rates  and  the 
treatment  of  our  railways  should  be  such  as  will  make  the  long-time  railway 
bond,  which  bears  a  proi)er  relation  to  the  value  of  the  security,  a  favorite 
with  the  investing  public.  This  record  does  not  disclose  that  railway  credit  has 
been  impaired.  *  *  *  Comparisons  that  have  been  introduced  between  the 
selling  price  of  the  railroad  bonds  and  municipal  bonds  would  seem  to  demon- 
strate that  the  price  of  the  railroad  bond  is  better  to-day,  as  measured  by  the 
price  of  the  municipal  bond,  than  it  was  10  years  ago,  and  this  would  indicate 
that  in  the  last  derade  the  credit  of  our  railways  has  gained,  not  lost.     *     *     * 

As  to  conditions  abroad  no  reliable  information  is  before  us.  Whatever 
unfavorable  impression  prevails  is  due  largely  to  the  activities  of  the  railroads 
themselves.  Never  before  have  the  net  earnings  of  the  railroads  equaled  those 
for  1910,  estimated  on  any  basis.  Never  before  has  the  gross  amount  paid  in 
dividends  been  so  large  nor  the  average  dividend  rate  as  high  as  in  the  year 
1910 ;  and  yet  in  the  face  of  this  unparalleled  prosperity  the  press  both  at  home 
and  abroad  has  been  filled,  through  railroad  influences,  with  dire  forebodings 
of  coming  disaster.  If  the  credit  of  American  railways  is  still  sound  either 
here  or  in  foreign  money  markets  it  is  not  because  of  but  in  spite  of  declara- 
tions of  railroad  operators. 

At  that  time  there  was  no  decline  of  railway  earnings  nor  was  there  any 
decline  in  prospect.  It  may  have  been  a  fact  that  there  was  somewhat  of  a 
decline  in  the  demand  for  railway  securities  at  home  and  abroad.  Sucli  decline, 
however,  was  caused  by  <'ertain  matters  that  had  no  relation  wliatever  to 
earnings. 

In  1906  the  Congress  passed  an  amendment  to  the  act  to  regular  commerce, 
which  greatly  enlarged  the  powers  of  the  commission  and  increased  the  pen- 
alties for  disobedience  of  its  orders.  Soon  after  the  passage  of  the  act  many 
of  the  leading  railroads  of  the  country  came  voluntarily  to  the  commission 
and  asked  that  the  slate  upon  which  was  written  their  sins  of  omission  and 
commission  be  washed  clean,  and  they  stated  in  that  connection  that  in  the 
future  they  would  endeavor  to  obey  the  law  in  good  faith. 

In  that  year  the  commission  instituted  an  investigation  entitled  "  In  the 
matter  of  consolidations  and  combinations  of  carriers,  relations  between  such 
carriers,  and  community  of  interests  therein,  their  rates,  facilities,  and  prac- 
tices." The  first  report  was  made  July  11,  1907,  12  I.  C.  C.  277.  The  investi- 
gation conducted  to  that  time  related  mainly  to  certain  transactions  of  the 
Union  Pacific  Raili-oad  Co.,  including  the  acquisition  of  control  of  the  Southern 
Pacific  Co..  the  purchase  of  large  amounts  of  stock  of  various  railroad  com- 
panies, and  other  matters  of  kindred  import.  In  tlie  report  a  most  astounding 
situation  with  respect  to  stock  purchases  and  manipulation  was  disclosed.  It 
is  sufficient  here  to  refer  only  to  the  Chicago  »&  Alton  Railway  Co.  In  the 
report,  at  page  296,  is  the  following  in  regard  to  that  company : 

"  In  about  seven  years,  to  .Tune  30,  1906,  the  outstanding  capital  indebtedness 
of  this  company  was  expanded  from  $33,9.51,407  to  $114,610,937.  or  an  increase 
of  about  $80,660,000,  and  there  was  expended  in  actual  improvements  and  addi- 
tions to  the  property  out  of  this  capitalization  only  about  $18,000,000,  leaving  an 
increase  of  its  stock  and  liabilities,  without  one  dollar  of  consideration,  of 
about  $62,660,000,  or  $66,190  per  mile  on  the  946.66  miles  of  road  owned  by  tlie 
company  on  .June  30,  1906." 

On  May  6,  1912,  an  investigation  of  New  England  railroads  was  undertaken, 
and  a  report  was  made  on  .Tune  20,  1912,  27  I.  C.  C,  560.  The  report  refers 
largely  to  the  New  York,  New  Haven  &  Hartford  and  the  Boston  &  ]\Iaine.  It  is 
not  necessary  here  to  refer  to  but  one  paragraph  in  the  report,  at  page  .578 : 

"  June  30,  1903,  the  total  capitalization  of  the  New  Haven  company  was  ap- 
proximately $93,000,000,  of  which  $79,000,000  was  stock  and  $14,000,000  bonds. 
The  mileage  then  operated  was  2,040  miles.  On  June  30.  1912,  the  capitalization, 
excluding  stock  premiums,  was  $417,000,000.  an  increase  of  $324,000,000.  while 
the  operated  mileage  was  2,090,  an  increase  of  .50  miles. 
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"The  bonds  and  stock  of  the  New  Haven  company  had  been  dnring  this  perio(S 
ordinarily  issued  at  not  less  than  par;  the  stock  was  sold  at  considerably  above 
par.  About  $21,()00.()0()  of  the  stock  reported  by  the  New  Haven  company  as- 
outstanding  had  been,  in  fact,  issued  to  the  New  England  Navigation  Co..  one  of 
its  subsidiary  companies,  by  which  it  was  held,  so  that  this  stock  is  still  virtu- 
ally in  the  treasury  of  the  parent  cimipany.  Disregarding  this  sl^ock,  treating 
its"  notes  and  bonds  as  issued  at  par,  and  including  the  premiums  upon  the 
capital  stock  which  had  actually  gone  into  the  hands  of  the  public,  the  New 
Haven  received  during  the  nine  years  under  consideration  from  the  issue  of 
stocks  and  securities  about  .$340,000,000.  While  the  New  Haven  operated  2.040' 
miles  in  1903,  it  only  owned  of  this  operated  mileage  438  miles.  During  the  nine 
years  this  owned  mileage  was  increased  by  about  800  miles,  and  the  New  Haven 
company  expended  approximately  $40,000,000  in  acquiring  this  additional  owned 
mileage.  It  expended  during  the  nine  years  something  over  $96,000,000  upon  it& 
railroad  for  betterments  and  equipment,  making  a  total  of  $136,000,000  devoted 
to  its  railroad  property  proper.  This  would  leave  the  sum  of  $204,000,000  which 
in  nine  years  had  been  expended  outside  its  railroad  sphere." 

In  response  to  a  I'esolutioii  of  the  Senate  of  the  United  States,  dated  Feb- 
ruary 7,  1914.  the  commission  entered  upon  a  further  investigation  into  the 
financial  transactions  of  the  New  York,  New  Haven  &  Hartford  Railroad  Co. 
Financial  InvesHgation  of  N.  Y.,  N.  H.  d-  H.  R.  R.  Co..  31  I.  C.  C,  34.  In  the 
report  the  commission  gave  in  detail  the  disastrous  results  to  the  railroad  from 
shameless  financial  operations. 

Reports  were  made  by  the  commission  in  the  St.  Louis  d-  San  Francisco  Inves- 
Hiiation,  29  I.  C.  C,  139;  Chicaf/o.  Rock  Island  d-  Pacific,  36  I.  C.  C.  43;  Cincin- 
nati, Hamilton  d  Dayton,  and  Pcre  Marqnette.  44  I.  C.  C,  1 ;  and  Wabash  Pitts- 
hui-f/h  Terminal,  48  I.  C.  C,  96. 

In  other  proceedings  such  matters  as  the  purchase  of  an  interest  in  the  Cin- 
cinnati, Hamilton  &  Dayton  Railroad  by  the  Baltimore  &  Ohio,  and  the  dis- 
tribution to  stockholders  of  $20,000,000  by  the  Louisville  &  Nashville,  as  exam- 
ples of  many  others  of  like  cbai'acter.  were  brought  to  iniblic  notice. 

These  reports  disclosed  indefensible  financiering  which  I'esulted  in  the  serious 
embai'rassment  of  some  fine  railroad  properties.  It  was  sho\\n  that  certain 
financial  interests,  when  so  minded,  freely  used  carrier  organizations  for  exploi- 
tation to  any  extent  necessary  to  accomplish  desired  ends.  Many  of  these 
matters  were  found  by  the  commission  when  its  accountants  came  to  examine 
cai'riers'  books  under  the  power  conferred  by  the  amendment  to  the  act  of  1906. 

Shortly  after  the  passage  of  that  amend)nent  the  connnission  recommended 
to  Congress  that  its  jurisdiction  be  extended  to  control  over  and  supervision 
of  railway  capitalization.  This  recommendation  has  been  repeated  j-ear  after 
year,  but  Congress  has  not  granted  the  extension  of  i)ower. 

The  increased  rates  carriers  asked  for  in  1910,  1915.  and  1916  would  not  have 
had  the  effect  of  restoring  public  confidence  in  the  financial  management  of 
the  railroads  of  the  country.  Conservatively  and  iionestly  managed  roads 
suffered  with  those  that  had  been  financially  mismanaged.  Those  who  had 
money  to  invest  lost  confidence  in  the  railroad  financial  management.  It  came 
to  be  generally  known  that  the  men  nominally  in  control  of  many  of  the  roads, 
and  who  were  capable  of  htmdling  the  i)ropertie'^  ^o  as  to  render  the  best 
service  to  enlarge  terminals  and  to  secure  facilities  for  a  rapidly  growing^ 
business,  coidd  not  act  in  a  free-handed  manner.  Those  who  owned  or  eon- 
trolled  large  blocks  of  stodi  or  other  securitii^s  were  really  running  the  roads. 
Surplus  earnings  were  largely  expended  in  accordance  with  their  dictation. 
They  knew  nothing  about  or,  at  least,  were  not  specially  interested  in  trans- 
portation requirements  of  the  public.  When  the  time  came,  as  it  was  bound 
to  come,  that  the  operation  of  the  roads  under  such  conditions  failed  to  meet 
the  demands  of  the  expanding  connnerce  of  the  ccmntry  they  found  it  necessary 
to  lay  the  blame  somewhere,  and  singled  out  the  Interstiite  Commerce  Com- 
mission. As  has  been  shown,  that  body  was  not  even  remotely  responsible 
for  any  of  the  financial  difficulties  in  which  the  transportation  sy.stems  found 
themselves. 

During  the  years  when  their  earnings  were  at  the  highest  point  carriers' 
representatives  were  informing  shippers  who  desired  better  service  and  more 
facilities  that  it  was  impossible  for  railroads  to  buy  more  engines  and  cars 
or  to  enlarge  their  terminal  facilities,  because  the  connnission  refused  to 
allow  them  to  increase  their  rates.  Newspapers  took  the  nnitter  up,  magazine 
articles  were  inspired,  speeches  were  made  at  business  men's  associations, 
and  the  propaganda  was  so  general  that  many  people  came  to  believe  what  was 
said. 
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For  ex;iiiii)lo,  the  pivsuicMit  of  ono  of  llio  leading  banks  of  the  country  said  in 
a  s|)('(H-li  in  1!)14  : 

'•  Tlie  most  iiuporlaiit  onli'.v  \vc;  would  make  on  the  debit  side  of  tlie  business 
outlook  \vt>uld  be  in  connection  with  the  operation  and  financing  f)f  the  rail- 
roads. In  spite  of  an  easy  money  market  many  railroads  lind  it  impossible  to 
refund  their  short-time  obligations,  and  continue  to  keep  going,  like  a  juggler 
playing  with  balls,  by  rapidly  and  dexterously  throwing  a  new  short-term 
obligation  into  the  market  to  take  the  place  of  another  short-term  obligation 
maturing.  Higher  expenses,  increased  wages,  taxes  that  have  doubled  in  a 
decade,  the  burden  of  new  terminals,  and  the  demand  for  improved  service 
have  all  iiad  l(.  be  mei  by  the  railroads,  while  thei'e  has  been  withheld  from 
them  permission  to  increase  their  income.  The  investor  now  hesitates  to  con- 
sider a  long-iei-m  railroad  security  as  the  safest  form  of  investment  for  his 
funil." 

On  November  IS,  liilT,  he  also  said: 

"  We  have  already  conscripted  the  railroads,  and  are  paying  them  a  rate  they 
can  not  live  on.  The  inevitable  result  is  already  apparent — they  are  inefficient, 
rendering  unsatisfactory  service  to  both  Government  and  the  public." 

In  many  addresses  made  by  yourself  you  took  the  same  position,  and  yon. 
made  the  statements  in  litlS  to  which  I  referred  in  my  letter. 

1"he  president  of  one  of  the  leading  railroads  said  in  February,  1917: 

-  *  *  *  Bi^it  bere  the  heavy  hand  of  regulation  has  been  laid  upon  the 
raili'oads.  and  the  utter  lack  of  elasticity  in  rates  makes  it  impossible  for 
them  to  do  as  other  business  institutions  do." 

On  January  9,  1912,  the  president  of  a  great  western  railroad,  in  speaking  of 
the  decision  of  the  commission  in  1911,  said: 

"  The  hardest  part  of  the  ruling  was  not  so  much  in  w'hat  the  advance  in 
rates  asked  for  meant  to  the  raili'oads  as  it  was  in  the  intimation  the  decision 
conveyed  that  the  railroads  were  getting  as  high  rates  as  they  would  be 
allowed  to  cliarge,  and  that  it  would  be  useless  to  ask  for  an  advance  in  any 
line." 

Another  prominent  railroad  president,  in  a  hearing  before  the  commission, 
declared  that  he  would  not  advise  a  friend  of  his  to  purchase  railroad  securi- 
ties of  any  kind.  Still  another  prominent  railroad  president,  in  a  like  hear- 
ing, stated  that  the  railroads  and  railroad  securities  "  had  all  gcme  to  the 
d 1." 

Other  quotations  from  statements  of  bankers,  brokers,  financiers,  and  rail- 
road officials,  from  editorials  appearing  in  daily  papers  and  magazines,  of 
which  our  records  are  full,  might  be  made  to  any  length.  The  quotations  made 
are  sufficient  to  show  the  general  trend  of  public  announcement  by  those  best 
circumstanced  to  know  the  facts. ' 

The  most  discouraging  statements  as  to  the  waning  credit  of  the  railroads- 
from  1911  to  the  spring  of  1917  have  been  made  by  their  officials  and  those  in- 
terested in  them  financially.  Nothing  the  commission  has  ever  said  or  done  was 
warrant  for  such  view^  of  the  situation.  Is  it  any  wonder  the  credit  of  the 
railroads  was  impaired?  Under  such  circumstances  the  result  could  not  have 
been  otherwise. 

It  seems  to  me  that  in  consideration  of  what  you  think  the  commission 
ought  to  have  done  you  have  lost  sight  of  w^hat  that  body  could  have  done 
under  the  limitations  prescribed  in  the  regulatory  statute.  No  member  of  the 
commission  has  ever  taken  the  position  that  the  railroads  of  the  country  are 
not  entitled  to  adequate  returns  for  service  performed.  The  commission  has 
endeavored  to  be  just  to  all  interests  involved  in  the  movement  of  traffic 
throughout  the  country.  My  object  in  writing  you  was  to  show  you.  if  I 
could,  that  when  you  held  the  commission  largely  responsible  for  all  the  ills  to 
which  the  railroads  are  now  subject  you  were  not  justified  under  the  facts. 

The  Nation  faces  stupendous  problems  of  reconstruction  in  the  immediate 
future.  A  burden  of  responsibility  rests  upon  us  all  to  see  to  it  that  as  a 
result  of  the  world  war  there  shall  come  a  greater  Nation  and  a  happier  people. 
Neither  consummation  can  be  attained  unless  all  thoughtful  men  shall  accept 
truth  and  justice  as  guides  foi-  action.  I  agree  with  you  that  recriminations  of 
old  mistakes  and  abuses  in  such  connection  can  avail  naiight  of  good. 

It  is  only  with  a  long  pull,  and  a  strong  pull,  and  a  pull  all  together  by  men 
devoted  to  the  country's  best  interests  that  a  sound  future  can  be  assured. 
This  includes  as  one  of  the  main  considerations  the  fair  and  just  treatment 
of  our  transpoi-tation  systems. 
Very  truly,  yours, 

C.  C.  McChobd. 
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The  following  statement  was  introduced  by  Commissioner  Edgar 
E.  Clark,  of  the  Interstate  Commerce  Commission,  in  connection  with 
his  testimony  given  in  the  hearing  held  January  8,  1919 : 

Monthly  summarp  of  revenues  and  expenses,  1918,  1917,  and  average  of  corre- 
sponding months  in  the  three  fiscal  years  constituting  the  test  period.  Large 
steam  roads  in  the  United  States. 

JANUARY. 


Average  miles  operated 

Railwaj^  operating  revenues: 

Freight 

Passenger 

Mail 

Express 

All  other  transportation 

Incidental 

Joint  facility — Or 

Joint  facibty — Dr 

Total 

Railway  operating  expenses: 

Maintenance  of  way  and  structures 

Maintenance  of  equipment 

Traffic 

Transportation 

Miscellaneous 

General 

Transportation  for  inventory— Cr. . 

Total 

Net  revenue  from  railway  operations. . 

Railway  tax  accruals 

Uncollectible  railway  revenue 

Railway  operating  income 

Operating  ratio 


1918 


232.849 


$188, 665, 129 
66,467,628 
4, 575, 990 
8, 785, 956 
7,571,380 
8,752,071 
389, 360 
123, 766 


285,083,748 


40, 755, 871 

66, 990, 814 

4, 912, 701 

147, 066, 612 

3,017,622 

8,434,769 

421, 639 


270, 756, 750 


14, 326, 998 

14, 684, 639 

42, 773 

'400,414 

94.97 


231,858 


$211, 651, 106 

59, 418, 166 

5,441,955 

7, 847, 754 

8, 665, 542 

7, 624, 233 

325, 3.54 

130, 365 


300, 843, 745 


32,043,121 

53,515,969 

5,324,127 

114,856,585 

2, 594, 218 

7,799,328 

636,992 


3-year  average. 


215, 496, 356 


85,347,389 

13,708,362 

51,485 

71,587,542 

71.63 


229, 990 


$181, 508, 570 
51, 583, 694 
5,061,481 
6, 598, 896 
7, 429, 723 
5, 996, 966 
297, 941 
112,325 


258,364,946 


28,217,285 

46, 658, 319 

5,031,818 

98,910,605 

2,173,804 

6,893,334 

502,884 


187,382,282 


70,982,6fri 

12,379,619 

44,029 

58, 559, 015 

72.53 


FEBRUARY. 


Average  miles  operated 

Railway  operating  revenues: 

Freight 

Passenger 

Mail 

Express 

All  other  transportation 

Incidental 

Joint  facility — Cr 

Joint  facility — Dr 

Total 

Railway  operating  expenses: 

Maintenance  of  way  and  structures 

Maintenance  of  equipment 

Traffic 

Transportation 

Miscellaneous 

General 

Transportation  for  inventory — Cr.. 

Total 

Net  revenue  from  railway  operations. . , 

Railway  tax  accruals 

Uncollectible  railway  revenue 

Tlai Iway  operating  income 

Operating  ratio 


•  1918 


232,887 


$198, 508, 874 
62, 260, 049 
4,373,656 
9,033,427 
7  867,080 
7, 349, 433 
418, 158 
126, 814 


289, 683, 833 


38,789,221 

66,363,966 

4,  .570, 100 

140, 170, 73C> 

2, 735, 689 

8,432,518 

471,390 


260, 590, 900 


29,092,933 

14,630,828 

45,996 

14,416,109 

89. 86 


1917 


231,847 


$185, 138, 707 

52,400,863 

4, 192, 730 

8, 666, 245 

7, 802, 940 

6, 9.58,  a35 

316,262  I 

113,985  ' 


3-year  average. 


265.362,397 


30,231,170 

49,  l>47, 702 

5, 2a3, 003 

113,221,798 

2, 489, 9(3 

7, 448, 7.53 

447,092 


207, 795, 297 


57, 567. 100 

13,664,826 

40, 759 

43,861,515 

78.31 


230,047 


$173,086,668 

46,812,237 

4,650,467 

6,652,496 

7, 134, 828 

.5,599,008 

290.717 

100, 178 


244, 126, 243 


27, 506, 987 
45,30.5,871 
5,031,107 
95,963,771 
2, 059, 536 
6, 690,  .524 
389. 758 


182,168,038 


61,958,205 

12,298,290 

49,  r.62 

49, 610, 253 

74.62 


J  Debit. 
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MARCH. 


Average  miles  operated 

Railway  operating  revenues: 

Freight 

Passenger 

Mail 

Express 

All  other  transportation 

Incidental 

Joint  facility— Cr 

Joint  facility— Dr 

Total 

Railway  operating  expenses: 

Maintenance  of  way  and  structures 

Maintenance  of  equipment 

Traffic 

Transportation 

Miscellaneous 

General 

Transportation  for  inventory— Cr . . , 

Total , 

Net  revenue  from  railway  operations... 

Railway  tax  accruals , 

Uncollectible  railway  revenue , 

Railway  operating  income 

Operating  ratio 


1918 


232,910 


$259, 
73, 
4, 


588,843 
170,336 
525, 634 
577, 710 
446,257 
306,434 
430, 151 
132,889 


1917 


231,673 


365,912,476 


43,805,888 
73,849,923 
4,532,054 
150,166,420 
2,982,641 
8, 565, 106 
473,846 


283,428,186 


82,484,290 

15,097,140 

78, 880 

67,308,270 

77.46 


$227,271,167 
59,031,845 
5, 123, 324 
8,501,812 
9,156,433 
7,862,605 
323,000 
120,319 


3-year  average. 


317,149,867 


35,358,498 

55,295,596 

5,349,598 

123,165,005 

2,681,219 

7,782,183 

603,650 


229,028,449 


88,121,418 

14,179,712 

60, 170 

73,881,536 

72.21 


229,920 


$200,886,785 

52,051,782 

5,002,928 

6,944,554 

7,970,939 

6,232,806 

291,682 

106, 429 


279,275,047 


31,319,578 

48,881,934 

5,094,389 

101,882,900 

2,197,271 

6,914,686 

489, 535 


195,801,223 


83,473,824 

12,562,469 

56, 802 

70,854,553 

70.11 


APRIL. 


1917 


3-year  average. 


Average  miles  operated 

Railway  operating  revenues: 

Freight 

Passenger 

Mail 

Express 

All  other  transport 

Incidental 

Joint  facility — Cr 

Joint  facility — Dr 

Total 

Railway  operating  expenses: 

Maintenance  of  way  and  structures 

Maintenance  of  Equipment 

Traffic 

Transportation 

Miscellaneous 

( icneral 

Transport  for  inventory— Cr 

Total 

Net  revenue  from  railway  operations . . 

Railway  tax  accruals 

Uncollectible  railway  revenue 

Railway  operating  income 

Operating  ratio 


233,038 


231, 783 


$263,757,312 

72, 452, 520 

4, 595, 152 

9,529,136 

10,092,773 

9, 805, 912 

524,804 

142,880 


$227, 943, 184 

60, 363, 082 

4, 973, 262 

8,564,590 

9, 490, 733 

7, 776, 212 

337, 184 

119,756 


370, 614, 729 


319,328,491 


46,906,769 
73, 155, 347 
4,232,065 
145, 474, 141 
2, 973, 136 
8, 348, 290 
434, 293 


38,651,179 

54,496,310 

5, 294, 483 

119, 176, 186 

2, 743, 159 

7, 786, 276 

520, 927 


280,655,455 


227,626,666 


89, 959, 274 

15,096,585 

40,011 

74,822,678 

75.73 


91,701,825 

14, 213, 740 

48, 010 

77,440,075 

71.28 


230,047 


$197,400,104 

53, 257, 285 

4, 902, 483 

7, 143, 426 

8, 073, 132 

6, 135, 957 

307,043 

115,020 


277,104,409 


35,389,458 

47,650,828 

5,085,736 

97, 446, 955 

2,202,082 

6, 940, 133 

488,022 


194, 227, 171 


82,877,237 

12,605,321 

52,895 

70, 219, 021 

70.09 
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Mniiflily  siaiiiHiiru  of  rccenncs  and  expenses,  1918,  1017,  etc. — Contimiwl. 

MAY. 


Average  miles  operated 

Railway  operating  revemies: 

Freight 

■    Passenger 

Mail 

K  xpress 

All  other  transportation 

Inridental 

Joint  facility — Cr 

Joint  facility— Dr 

Total 

Railway  operating  expenses: 

Maintenance  of  way  and  structures 

Maintenance  of  equipment 

Traffic 

Transportation 

Miscellaneous 

I  i  eneral 

Transport  for  inventory — Cr 

Total 

Net  revenue  from  railway  operations . . 

Railway  tax  accruals ...'. 

Uncollectible  railway  revenue 

Railway  operating  income 

Operating  ratio 


333,029 


$262,767,806 
79,184,423 
4, 562, 564 
10,232,560 
10,331,665 
10,824,500 
491,220 
152,634 


378, 242, 104 


49,310,046 
74, 704, 753 
4, 027, 961 
146, 488, 732 
3,111,318 
8,470,987 
591,494 

285,522,303 


1917 


231,801 


$251,929,055 

61,288,774 
4,994,881 
8, 878, 007 
9,979,850 
8,611,010 
349,598 
126,887 


3-year  average. 


345,904,288 


41,060,849 

57, 877, 093 

5, 453, 759 

124, 180, 933 

2,721,831 

7,905,578 

573, 097 


23S, 686, 946 


92,719,801 

15, 700, 971 

39,889 

76,978,941 

75. 49 


107, 217, 342 

14,391,659 

50,555 

92, 775, 128 

69.00 


230,08& 


$211, 627, 494 

55,072,575 

4,907,305 

7, 401, 021 

8, 650, 664 

6, 795, 908 

304, 261 

104,659 


294,654,569 


37,818,858 
49,389,720- 
5, 212, 485 
99, 892, 185. 
2, 256, 078 
7,028,420 
591,434 


201,006,312.' 


93, 648, 257 

12,740,612 

61,342 

80,846,303- 

68.22 


JUNE. 


-Vverage  miles  operated 

Railway  operating  revenues: 

Freight 

I'assenger 

Mail 

Express 

Ml  other  transportation 

Incidental 

Joint  facility— Cr 

Joint  facility— Dr 

Total 

Railway  operating  expenses: 

Maintenance  of  way  and  structures 

Maintenance  of  equipment 

Traffic 

Transportation 

Miscellaneous 

<i  eneral 

Transport  for  inventory — Cr 

Total 

Net  revenue  from  railway  operations. . . 

Railway  tax  accruals . . .". 

I'ncollectible  railway  revenue 

Railway  operating  income 

Operating  ratio 


233, 014 


$262,427,763 

94, 667, 475 

4, 489, 755 

9, 660, 579 

10,750,176 

10, 978, 472 

489,300 

154, 141 


393, 309, 379 


67,691,061 

106, 39«,  321 

5,473,481 

238, 416, 885 

4,164,830 

13,405,801 

452,074 


435, 096, 305 


41,786,926 
17,111,004 

61,733 
58, 959, 663 

110.62 


1917 


3-yearaverage. 


$247,318,427 
68,113,521  ! 
4,927,465  I 
9,345,141  i 
10,634,087 
9,124,516 
333,949 
131,237 


349, 669, 869 


41,246,833 

55,599,056 

5,456,985 

122,990,034 

2,803,174 

8, 173, 739 

687, 975 


23.5,581,846 


230, 089 


$207,972,3ir 

61,980,648 

4,880,501 

7, 847, 677 

9, 134, 793 

7,336,330 

326, 106 

122,702 


299,355,672 


38,045,906 
48, 223, 228 
5,396,851 
98,855,506 
2, 358, 141 
7,373,826 
858, 240' 


199, 395, 218 


99,960,454 

13, 290, 128 

109, 194 

86,561,131 

66.61 
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Moiilhlii  SHiiiiiKir!/  of  revenues  and  expenses,  191S,  ItUl,  etc. — Continued. 

JULY. 


Average  miles  operated 

Rail\va\  operating  revenues: 

Freight 

Passenger 

Mail 

E  xpress 

All  other  transportation 

Incidental 

Joint  facility — Cr 

Joint  facility — Pr 

Total 

Railway  operating  expenses: 

Maintenance  of  way  and  structures 

Maintenance  of  equipment 

Traffic 

Transportation 

MisceUaneoiis 

( ieneral 

Transportation  for  inventor.v — Cr. . 

Total 

Net  revenue  from  railway  operations... 

Railway  tax  accruals . . . ". 

Uncollectible  railway  revenue 

Railway  operating  income 

Operating  ratio. .  ^ 


232,337 


1917 


231,242 


$327,151,575 

104, 403, 679 

i,  430, 674 

S,  512, 912 

12,091,375 

11,434,565 

523,511 

168, 4S7 


»241,55b,482 
73, 739, 148 
4,846,049 
9, 059, 920 
9, 900, 839 
9, 076, 021 
352, 764 
136,829 


3-year  average. 


468, 379,  S04 


348,394,394 


53,904, 
82,953, 
3.817, 
164, 127, 
3, 393, 
9,022, 
474, 


316, 813, 838 


40. 740, 529 

56, 068, 842 

5, 396, 154 

125,116,519 

2, 873, 008 

8, 298, 248 

683, 922 


2:57, 809, 378 


151,565,966 

15, 803, 327 

63, 609 

135, 699, 030 

67.64 


110,585,016 

14, 898, 911 

35, 863 

95,650,242 

68.26 


229,008 


$180,928,446 

66,253,174 

4,850,427 

6,451,545 

7, 937, 147 

6, 195, 201 

294,551 

107, 890 


272, 802, 601 


35, 788, 22s 
45,141,477 
5, 203, 139 
87,744,349 
2,271,775 
6,477,512 
601,680 


182,024,800 


90, 777, 801 

11,972,944 

37,903 

78,766,954 

66.72 


AUGUST. 


1918 


1917 


3-year  average. 


Average  miles  operated 

Railway  operating  revenues: 

Freight 

Passenger 

Mail 

Express 

All  other  transportation . 

Incidental 

Joint  facility — Cr 

Joint  facility — Dr 


Total. 


Railway  operating  expenses: 

Maintenance  of  way  and  structures. 

Maintenance  of  equipment 

Traffic 

Transportation 

Miscellaneous 

General 

Transportation  for  inventory— Cr... 


Total. 


Net  revenue  from  railway  operations. 

Railway  tax  accruals 

Uncollectible  railway  revenue 

Railway  operating  income 

Operating  ratio 


232, 866 


232,202 


$349, 816, 570 

113,651,976 

4,474,822 

10,650,916 

11,992,973 

11,794,533 

527,496 

149,664 


502,759,622 


56,585,861 

115,747,516 

3,517,908 

171,597,296 

3,376,553 

8,590,329 

427, 798 


358,987,65 


143,771,957 

15,596,969 

51,907 

128, 123, 081 

71.40 


$250,281,115 

81,923.003 

4,830,148 

9,107,049 

10,050,982 

9,769,008 

402,401 

140, 105 


366,223,601 


42, 393, 551 

59,912,634 

5,609,413 

128, 893, 684 

2,968,545 

7,928,576 

787,662 


246,918,741 


119,304,860 

14,774,952 

57,017 

104,472,891 

67.42 


$195,050,082 
67,930,428 
4,893,938 
6,425,273 
8,261,395 
6,3i7,297 
316,759 
115,294 


289,109,878 


36,954,957 
46,408,029 
5,087,297 
89,499,774 
2,297,056 
6,361,027 
593, 197 


186,014,943 


103,094,935 

12,197,598 

99, 528 

90,797,809 

64.34 
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SEPTEMBER. 


1918 


1917 


3-year  average. 


Average  miles  operated 

Railway  operating  revenues: 

Freight 

Passenger 

Mail 

Express 

All  other  transportation . . 

Incidental 

Joint  facility — Cr 

Joint  facility— Dr 


Total. 


Railway  operating  revenues: 

Maintenance  of  way  and  structures. 

Maintenance  of  equipment 

Traffic 

Transportation 

Miscellaneous 

General 

Transportation  for  inventory — Cr. . . 


Total. 


Net  revenue  from  railway  operations. 

Railway  tax  accruals 

Uncollectible  railway  revenue 

Railway  operating  income 

Operating  ratio 


232,397 


$341,058,242 

105, 772, 737 

4,343,521 

13,731,911 

11,382,528 

11,492,630 

508,211 

153, 820 


488,135,960 


59.962,827 

117,967,295 

3, 457, 832 

176,977,007 

3,429,153 

9,171,051 

360, 275 


370,604,890 


117,531,070 

16,102,550 

38,567 

101,389,953 

75.92 


232,709 


242,174,017 

82, 527, 870 

4,771,814 

9, 402, 030 

9,856,985 

9,811,691 

395, 986 

141,896 


358, 798, 497 


40, 658, 262 

58,375,169 

5, 393, 805 

129,430,372 

3,067,763 

8,112,884 

721,574 


244,316,681 


114,481,816 

16,797,896 

45, 993 

97,637,927 

68.09 


229,185 


S204,216,062 

63, 147, 719 

5, 006, 200 

6,742,274 

8,398,165 

6,308,945 

315,921 

122,016 


294,013,270 


36,264,529 

46,342,787 

4,990,492 

90,755,549 

2,244,571 

6,512,337 

754,380 


186,355,885 


107,6.57,385 

12,361,001 

57, 169 

95,239,215 

63.38 


OCTOBER. 


Average  miles  oper  ited 

Railway  operating  revenues: 

Freight 

Passenger 

Mail 

E  xpress 

.Ml  other  transportation 

Incidental 

Joint  facility — Cr 

Joint  facility — Dr 

Total 

Railway  operating  expense?: 

Maintenance  of  way  and  structures 

Maintenance  of  equipment 

Traffic 

Transportation 

Miscellaneous 

(Jeneral 

Transportation  for  inventory — Cr.. 

Total 

.Vet  revenue  from  railway  operations... 

Railway  tax  accruals 

Uncollectible  railway  revenue 

Railway  operating  income 

O  perating  ratio 


1918 


232, 624 

$364,345,144 

84,715,185 
4,272,807 
12,680,618 
11,773,692 
11,168,974 
.■)24,371 
148,532 


489,332,2.59 


63, 
118, 

3, 
185, 

3. 

9, 


6(50, 493 
801,741 
462,372 
133,. 534 

304. 741 

588. 742 
579,057 


383,372,566 


1917 


105,959,693 

16, 396,  .539 

.51,929 

89,511.225 

*  78. 35 


232,9.53 

$271,395,0.58 
77, 280, 262 
4, 636, 813 
9,212,441 
10,037,416 
9,741,173 
3.'*4, 885 
143,737 


382,544,311 


40,490,983 
63,895,847 
5,701,991 
139,3.51,458 
3,010,315 
8. 409, 243 
802,618 


260,057,219 


3-year  average. 


122,487,092 

16, 621,. 554 

97, 105 

105, 768, 433 

67.98 


229,316 

$218,355,062 

57,648,160 

5,008,681 

6.881,596 

8, 602, 776 

6,309,681 

314,434 

122, 108 


302,998,272 


35,758,493 

48,002,112 

5,081,646 

95, 209, 812 

2,175,009 

6,604,490 

6.35,021 


192,196,541 


110,801,731 

12, 506,  .552 

."5, 189 

98,239.900 

63.  43 
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TEN  MONTHS  ENDING  WITH  OCTOBER. 


1918 


1917 


3-year  average, 


Average  miles  operated 

Railway  opcralin?  revenues: 

Freight 

Passenger 

Mail 

Express 

All  other  1  ransportation . 

Incidental 

Joint  facility — Cr 

Joint  facility— r>r 


232, 768 


232, 247 


229,681 


S2, 818, 178, 627 
856, 67.5, 293 
44,641,564 
102, 568, 529 
103,591,193 
103, 195, 484 
4, 838, 234 
1,454,780 


$2,357,337,826 
675,995,350 
49, 747, 292 
87, 602, 865 
95, 929, 935 
86, 494, 596 
3,. 525, 549 
1,30.5,334 


Total 4, 032, 234, 144 


3,3.5.5,328,079 


2,811,804,907 


Railway  operating  expenses: 

Maintenance  of  way  and  structure. 

Maintenance  of  eq  uipment 

Traffic 

Transportation 

Miscellaneaous 

<  ieneral 

Transportation  for  inventory— Cr.. 


Total. 


Net  revenue  from  railway  operations . 

Railway  tax  accruals 

Uncollectible  railway  revenue. ... 

Railway  operating  income 

Operating  ratio 


521,591,085 
897, 206, 220 
42,010,618 
1,666,399,250 
32, 485, 831 
92, 082, 032 
4, 689, 107 


383,027,441 
564,864,375 
54, 200, 512 
1,240, 877,  .509 
27, 954, 528 
79, 749,  a36 
6,467,277 


3, 247, 085, 929 


2, 344, 206, 924 


785,148,215 

156, 438, 077 

515, 598 

628, 194, 540 

80. 53 


1,011,121,155 

148,071,739 

551,372 

862,498,044 

69.  87 


343,064,279 
472, 004, 305 
51,214,960 
9.56,161,406 
22, 235, 323 
67, 796, 289 
5,904,151 


1,906,572,413 


905, 232, 493 

124, 914, 535 

623,713 

779, 694, 244 

67.81 


At  12.05  o'clock  p.m.  the  committee  adjourned  until  Thursday^ 
January  9,  1919,  at  10  o'clock  a.  m. 


EXTEISSIO^'  OF  TENURE  OF  GOVERNME.NT  CONTROL  OF 

RAILROADS. 


THURSDAY,  JANUARY  9,   1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington,  D.  C.    ■ 
The  committee  met,  pursuant  to  adjouniment,  in  room  410,  Senate 
Oflfice  Building,  at  10  o'clock  a.  m..  Senator  Ellison  D.  Smith  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Clark, 
you  indicated  that  you  desired  to  make  some  changes  or  corrections 
in  your  statement  of  yesterday. 

STATEMENT  OF  MR.  EDGAR  E.  CLARK— Resumed. 

Commissioner  Clark.  Mr.  Chairman,  I  have  learned  that  in  some 
quarters  the  expression  that  I  uttered  yesterday  to  the  effect  that  the 
Congi'ess  should  determine  the  date  for  the  return  of  these  properties 
has  been  misunderstood  or  misinterpreted  into  a  criticism  of  the  ac- 
tion of  the  Congress  in  vesting  that  power  in  the  President,  or  as 
intimating  a  lack  of  confidence  in  the  exercise  of  that  power  by  the 
President. 

I  want  to  make  it  entirely  clear  on  the  record  that  I  had  no  such 
thought  in  mind.  What  I  intended  to  convey — and  I  am  sure  the 
members  of  the  committee  so  understood — was  the  thought  that  the 
Congress,  being  responsible  for  the  future  policy  and  for  whatever 
legislation  may  be  enacted,  ought,  as  a  good,  sound  proposition,  also 
to  determine  the  date  upon  which  the  Federal  control  should  cease; 
and  while  I  may  have  been  unhappy  in  the  words  used,  or  in  the 
manner  of  expressing  it,  I  simply  want  to  make  it  clear  that  I  only 
meant  to  suggest  a  sound  policy  of  dealing  with  the  matter,  and  in- 
dependent of  any  feeling  or  thought  of  criticism  or  suspicion  of  any- 
body. 

The  Chairman.  Mr.  Thom,  Mr.  Cuyler  is,  I  believe,  the  one  you 
intended  to  present  as  your  first  witness  ? 

Mr.  Thom.  Yes ;  and  Mr.  Cuyler  is  present. 

The  Chairman.  If  he  is  ready,  we  will  be  glad  to  hear  from  him. 
Mr.  Cuyler,  you  will  give  to  the  stenographer  your  name  and  ad- 
dress, and  also  your  business  affiliation. 

Mr.  Cutler.  Yes,  sir. 

STATEMENT  OF  MR.  THOMAS  DeWITT  CUYLER. 

Mr.  Cutler.  My  name  is  Thomas  DeWitt  Cuyler;  my  address, 
Philadelphia,  Pa.  I  am  a  director  in  the  Pennsylvania  Railroad 
Co.  and  chairman  of  the  road  committee ;  a  director  of  the  Atchison. 
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Topeka  &  Santa  Fe  Railway  Co.  and  a  member  of  its  executive 
committee ;  director  of  the  New  York,  New  Haven  &  Hartford  Rail- 
road Co.  and  a  member  of  its  executive  committee;  and  also  occupy 
a  similar  capacity  in  the  Long  Island  Railroad  Co.,  and  in  various 
subsidiary  companies  belonging  to  those  different  roads,  and  I  am  a 
lawyer  by  profession. 

Perhaps,  Mr.  Chairman,  I  ought  first  to  explain  a  little  the  Asso- 
ciation of  Railway  Executives,  which  was  originally  known  as  the 
"  Railway  Executives  Advisory  Committee,"  and  which  was  formed 
about.  I  think,  the  year  1912.  At  that  time  the  condition  of  the  rail- 
roads, so  far  as  their  revenues  were  concerned,  had  become  so  alarm- 
ing that  the  railway  executives  felt  that  there  ought  to  be  some  com- 
mittee or  association  for  mutual  conference  and  to  consider  the  gen- 
eral railroad  situation.  I  did  not  become  chairman  of  the  commit- 
tee until  May  of  this  year,  and  had  no  connection  with  it  in  any 
Avay;  in  fact.  I  knew  but  little  of  it  until  that  time.  It  was  then 
deemed  wiser  that  someone  who  was  not  himself  a  railway  executive 
should  be  chairman  of  the  committee,  and  I  was  elected  on  the  1st 
day  of  May,  I  think.  Since  that  time  the  duties  of  the  committee 
have  been  much  more  active,  in  that  the  question  of  the  relations 
with  the  Government  under  the  Government  control  has  been  very 
potential,  and  that  committee  has  become,  so  to  speak,  a  clearing 
house  between  the  railroads  and  the  Government. 

That  association  is  composed  of  about  92  per  cent  of  the  trackage 
of  the  country,  and  there  is  a  standing  committee  of  26  members — 
it  has  recently  been  enlarged  to  that  number — and  a  subcommittee  of 
that  standing  committee  has  prepared  the  plan  that  I  have  to  submit 
to  you,  Avhich  was  in  turn  submitted  to  the  meeting  of  the  general 
managers  of  the  roads,  held  in  Philadelphia  last  Sunday. 

Before  proceeding  to  submit  to  you  the  plan  I  think  it  proper  to 
read  to  you  a  telephone  message  which  I  sent  to  Mr.  Walker  D. 
Hines  on  the  12  th  of  December,  bearing  upon  Mr.  McAdoo's  propo- 
sition for  an  extension  of  the  time  for  five  years.  My  reason  for 
doing  this  is  that  Mr.  McAdoo,  you  will  perhaps  remember,  while 
testifying  rather  created  the  impression  at  first,  although  I  think 
he  withdrew  it  afterwards,  that  the  railway  executives  had  been  fav- 
orable to  that  extension,  and  in  order  that  there  may  be  no  misun- 
derstanding on  that  subject,  I  want  to  read  this  telephone  message 
which  I  sent  to  Mr.  Hines  on  the  evening  of  December  12  and  Avhich 
I  know  was  conveyed  by  him  to  the  Director  General.  That  message 
was  the  result  of  a  talk  I  had  had  with  Mr.  McAdoo  on  Monday, 
two  days  before,  in  which  he  had  suggested  this  plan  for  an  exten- 
sion of  five  years.  I  told  him  then  that  we  would  have  a  meeting 
of  the  standing  committee  on  the  following  "Wednesday,  two  days 
afterwards,  and  that  I  would  submit  that  plan  to  them,  and  I  added 
that,  so  far  as  I  was  personally  concerned,  I  was  so  much  opposed 
to  it  that  I  was  afraid  I  could  not  submit  it  fairly,  and  it  Avas  then 
suggested  that  Mr.  Hines  might  attend  to  the  submission  of  it;  but 
it  was  finally  decided  that  I  should  do  so.  and,  as  a  result  of  that.  I 
sent  this  message  in  person,  at  the  instruction  of  the  committee,  to 
Mr,  Walker  D.  Hines.  Avho  received  it  personally,  and  it  was  taken 
down  in  shorthand.  This  was  on  December  12,  1918,  and  the  tele- 
phone message  was  as  follows: 


KXTF.XSION    OF   GOVERNMENT    CONTROL   OF    RAILROADS.         307 

As  tlio  result  of  our  inloiview  with  Mr.  McAdoo  on  Monday,  I  hiid  before 
the  standing  committee  of  the  Associiition  of  liaihvay  Executives  the  st;iie- 
inent  made  by  Mr.  McAdoo  that  (hiy  as  to  the  |)0ssil)i"lity  of  the  early  return 
of  tlu'  i-oads  or  in  lieu  thereof  the  possibility  of  extending  the  term  of  Fed- 
eral coiiti-ol  for  a  period  of  live  years.  In  view  of  Mr.  McAdoo's  letter  to  the 
chairman  of  the  Interstate  Commerce  Committees  of  the  Senate  and  House.  I 
assume  that  INIr.  McAdoo  does  not  wish  a  further  conference  on  the  subject 
with  the  sentlemen  who  were  present  at  that  meeting. 

The  executives  have  very  fully  considered  the  suggestion  of  Mr.  McAdoo 
as  to  the  extension  of  the  term,  and  have  come  to  the  conclusion  that  In  view 
of  the  time  still  remaining  for  Federal  control  it  is  unnecessary  now  to  ex- 
tend the  time.  They  felt  that  the  period  of  21  months  after  the  formal  procla- 
mation of  peace  should  furnish  ample  time  for  the  consideration  and  adoption 
<»f  any  plan  that  nnght  be  a  wise  one  tor  the  railroads  and  the  country. 

In  tlie  last  paragraph  of  the  President's  admirable  statement  as  to  the  rail- 
road i)roI)lem  he  used  the  following  language: 

"  The  one  conclusi(»n  that  I  am  ready  to  state  with  confidence  is  that  it 
would  he  a  dis-service  alike  to  the  country  and  to  the  owuers  of  the  railroads 
to  return  to  the  old  conditions  unmodified.  These  are  conditions  of  restraint 
without  development.  There  is  nothing  affirmative  or  helpful  about  them. 
What  the  counti-y  chiefly  needs  is  that  all  these  means  of  transportation  should 
he  developed — its  i-ailways.  its  waterways,  its  highways  and  its  country-side 
roads.  Some  new  element  of  policy  is  therefore  necessary — necessary  for  the 
service  of  the  public;  necessary  for  the  release  of  ci'edit  to  those  who  are  ad- 
ministering the  railways;  necessary  for  the  protection  of  their  security  hold- 
ers. The  old  policy  may  be  changed  much  or  little,  but  surely  it  can  not  always 
be  left  as  it  was.  I  hope  that  tlie  Congress  will  have  a  complete  and  impartial 
study  of  the  whole  problem  instituted  at  once  and  prosecuted  as  rapidly  as 
possible." 

With  those  expressions  the  railway  executives  are  in  entire  accord.  They 
are  now  devoting  themselves  to  this  serious  probleiu.  and  hope  to  evolve  a 
plan  tliat  many  commend  itself  to  the  owners  of  the  roads,  the  seciirity  holders, 
the  Government,  and  the  jiublic  at  large,  recognizing  a  close  relationship  with 
the  Government,  which  will  be  a  jirotection  alike  to  the  piiblic  and  the  owners 
and  the  security  holders  of  tlie  propei'ties  and  their  emjilo.vees. 

This  can  not  be  done  in  a  day,  but  we  are  extremely  hopeful  that  a  con- 
structive plan  based  on  sound  general  principles  may  be  submitted  at  an  early 
date  (either  to  the  present  Congress  foi-  their  consideration  or  to  the  Sixty- 
sixth  Congress). 

We  would  ui'ge  upon  the  Director  (Jeneral  the  importance,  in  conformit.v 
with  the  President's  statement,  of  time  to  consider  plans  for  the  future,  and 
that  any  retui'n  of  the  roads  may  be  deferred  until  at  least  this  opportunity 
has  been  afforded.  We  can  not  help" but  urge  upon  the  Director  General  the 
great  disaster  that  in  our  judgment  would  ensue  both  to  the  owners  of  the 
roads,  the  security  holders,  and  the  public  at  large  if  the  roads  should  be 
returned,  until  time  had  been  given  to  fully  considei-  these  problems. 

It  would  seem  that  the  President  had  this  distinctly  in  mind  in  the  words 
utteretl  by  him. 

The  executives,  of  course,  desire  to  aft  in  entii'e  li'rniony  with  the  Director 
General  and  to  aid  him,  as  they  have  in  the  past,  in  every  way  in  carrying 
forward  the  work  of  tlie  railroads  under  Federal  administration,  and  they  hope 
that  the  position  taken  by  them  may  commend  itself  to  his  judgment. 

Now.  that  message,  sir.  was  submitted  to  the  meeting  of  the  gen- 
eral membership  roads  last  Sunday  and  unanimously  ratified  and 
confirmed  by  them,  and  I  know  of  no  dissenting  opinion  at  all  from 
that  position. 

With  that  preface,  sir,  I  will  read  the  proposed  plan. 

The  Chairman.  Very  well. 

Mr.  CuYLER.  And  I  would  like  it  to  be  understood  that,  of  coui-se, 
this  is  a  plan  which  while  we  believe  it  is  sound  in  its  basic  prin- 
ciples and  one  that  should  be  followed,  is  not  a  hard-and-fast  plan. 
In  other  words,  it  is  not  in  the  form  of  a  bill  and  is  simply  submit- 
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ted  to  the  Senate  for  its  consideration,  as  expressing  what  the  rail- 
way executives  think  is  the  best  solution  of  the  problem. 

Mr.  Thom.  How  many  railway  executives  are  in  the  association? 

Mr.  CuYLER.  About  150  or  160. 

Mr.  Thom.  Representing  all  the  railroads? 

Mr.  CuYLER.  Ninety-two  per  cent  of  the  trackage. 

Mr.  Thom.  Are  any  short-line  railroads  represented  in  the  asso- 
ciation ? 

Mr.  CuYLER.  Recently  the  short-line  association  has  become  af- 
filiated with  us  and  is  represented  on  our  committee. 

Mr.  Thom.  How  recently  is  that? 

Mr.  CuYLER.  Within  the  last  month.  Mr.  Bird  M,  Robinson  has 
been  elected  a  member  of  the  association  and  a  member  of  the  stand- 
ing committee. 

Senator  Pomerexe.  Do  the  short  lines  approve  this  plan  that  you 
are  about  to  present? 

Mr.  CuYLER.  Yes,  sir;  Mr.  Robinson  was  present  at  the  meeting 
of  the  standing  committee  and  approved  it.  and  he  was  also  present 
at  the  meeting  last  Sunday. 

Senator  Pomerene.  Have  you  had  any  conference  with  shippers 
on  the  subject  of  this  plan  ? 

Mr.  CuYLER.  No.  sir. 

The  Chairmax".  So  we  are  to  understand  that  this  plan  practically 
represents  the  views  of  the  railroads  of  this  country? 

Mr.  CuFLER.  Yes.  sir.  The  only  large  system  that  is  not  in  it  is 
the  Southern  Railway.  They  are  not  members  of  the  association. 
But  with  tliat  exception  all  of  the  large  systems  are  members,  and 
most  of  the  small  systems.  Mr.  Fairfax  Harrison,  president  of  th( 
Southern  Railway,  attended  our  meeting  in  New  York,  at  whicl 
there  was  general  discussion  before  this  plan  was  prepared;  but  hi 
simply  attended  as  an  invited  guest,  and  I  have  not  heard  from  hin. 
at  all  as  to  the  plan. 

I  ought  also  to  add,  inasmuch  as  I  have  stated  that  I  am  not  a 
railroad  executive  myself  and  not  versed  in  the  technique  of  rail- 
roading, that  I  will  be  followed  by  Mr.  Thom,  Mr.  Kruttschnitt,  Mi 
Willard,  Mr.  Rea,  Mr.  Elliott,  and  Mr.  Bledsoe,  of  the  Atchiso' 
Railway,  all  of  whom  have  prepared  other  statements  bearing  upo 
the  details  of  the  plan.  This  plan  was  adopted  in  Philadelphia  an 
confirmed  at  a  general  meeting  in  Philadelphia  on  January  5,  191, 
and  is  as  follows : 

PBINCIPLES    WHICH    .SHOULD    BE   INCORPORATED    IN    A    PLAN    PROVIDING   FOR   GOVET- 
MENT    REGULATION    OF    CARRIERS    ENGAGED    IN    INTERSTATE    COMMERCE. 

The  fundamental  and  essential  purpose  to  be  accomplished  is  to  furnish  (e 
public  with  safe,  efficient,  and  adequate  transportation  at  the  lowest  C(t 
consistent  with  such  service  and  with  due  regard  to  the  just  interests  of  '.e 
owners  and  employees,  and  also  adequate  to  the  Nation's  needs  even  in  ties 
of  great  national  emergency  or  peril. 

It  should  be  realized  that  the  commerce  to  be  provided  for,  whether  in  pee 
or  war,  is  not  essentially  or  in  large  part  local,  but  is  In  its  most  importit 
and  controlling  aspect  interstate  and  continental.  Manifestly  any  sysra 
which  is  adopted  should  be  adequate  to  deal  with  and  supply  local  needas 
well  as  to  meet  the  larger  purposes  referred  to,  and  consequently  it  is  nes- 
sary  to  consider  whether  instrumentalities  of  commerce  whose  prindpa  ■''ic- 
tions  and  importance  are  interstate  and  continental  should,  in  matters      3t- 
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ing  their  capacity  to  serve  on  equal  terms  tlie  entire  public,  be  subjected  to 
many  local  authorities  or  to  an  authority  representing  all  localities. 

The  interests  of  the  whole  people  demand  that  in  any  plan  or  policy  which 
is  adopted  provision  shall  be  made — 

(a)  For  adequate  service  and  facilities  to  meet  not  only  the  present  require- 
ments but  the  growing  and  expanding  needs  of  our  population  and  of  our 
domestic  and  foreign  commerce. 

(b)  For  new  and  additional  construction  when  justified  by  public  con- 
venience and  necessity,  and  for  the  elimination  and  prevention  of  waste  in 
unnecessary  and  injudicious  construction. 

(c)  For  the  proper  cooi-dination  of  the  carriers'  lines,  facilities  and  organi- 
zations, and  for  the  consolidation  thereof  under  proper  limitations  whenever 
necessary  in  the  public  interest  to  meet  and  provide  for  the  reasonable  demands 
of  our  domestic  and  foreign  commerce. 

(d)  For  the  prompt  and  orderly  coordination  of  the  lines,  facilities,  and 
organizations  of  all  carriers  into  a  unified  and  continental  system  whenever 
required  in  the  public  interest  because  of  extraordinary  national  emei'gency 
or  peril. 

(e)  For  a  rate  structure  which  will  provide  sufficient  revenues  and  create- 
sufficient  credit  to  accomplish  these  purposes. 

To  this  end  the  following  principles  should  be  adopted : 

1.  Private  ownership,  management,  and  operation  of  the  American  railways 
sliould  as  a  matter  of  national  policy  be  continued. 

2.  The  power  of  regulation  of  the  instrumentalities  of  interstate  commerce, 
as  to  all  things  substantially  affecting  them,  including  all  rates,  State  and 
interstate,  should  be  exclusively  in  the  hands  of  the  National  Government,  but 
these  national  functions  .should  be  administered  through  governmental  ma- 
chinery or  agencies  responsive  to  the  needs  of  and  convenient  to  the  people  of 
the  several  States  to  the  extent  and  the  manner  hereinafter  suggested.  State 
commissions  should  not  be  interfered  with  by  the  Federal  act,  except  so  far  as 
necessary  to  carry  out  the  purposes  herein  mentioned. 

3.  The  Interstate  Commerce  Commission,  which  has  heretofore  been  the  sole 
Federal  agency  provided  by  law  to  deal  with  such  matters,  should  be  relieved 
from  its  executive  and  administrative  duties  except  as  to  Federal  valuation  and 
;is  to  accounting  ;tn(l  should  act  ns  a  qu.-isi-judiciai  body  clolhed  with  authority 
to  pass  upon  all  questions  concerning  the  reasonableness  and  adequacy  of  rates 
and  concerning  discriminations  coming  before  it  on  complaint  of  any  party 
interested  or  referred  to  it  as  Iiereinafter  provided. 

4.  A  department  of  transportation  should  be  created,  the  head  of  which, 
should  be  known  as  the  Secretary  of  transportation.  He  should  be  a  member 
of  the  President's  Cabinet  and  should  be  vested  with  the  following  powers  and. 
duties : 

(a)  To  carefully  observe  the  transportation  needs  and  transportation  facili- 
ties of  the  country  and  by  suggestion  and  cooperation  with  the  carriers  and  by 
recommendations  from  time  to  time  to  the  Interstate  Commerce  Connnission  in 
re.spect  to  the  necessity  for  rates  and  revenues  adequate  to  provide  and  main- 
tain the  proper  service  and  to  create  the  credit  required  to  meet  the  needs  of 
the  public  for  facilities,  while  at  the  same  time  protecting  the  just  interests  of 
employees,  of  owners,  of  shippers,  and  of  the  traveling  public,  to  endeavor  to 
insure  the  provisions  of  adequate  transportation  facilities  for  the  real  transpor- 
tation needs  of  each  situation.  He  should  be  charged  with  the  responsibility  of 
recommending  from  time  to  time  to  the  President  such  measures  and  policies 
as  in  his  opinion  would  promote  the  interests  of  the  public  and  the  adequacy 
of  the  tran.sportation  service. 

(b)  If  he  finds  that  a  carrier  is  at  any  time  so  congested  or  otherwise  unable 
to  pr(jperly  handle  its  traffic,  he  should  liave  power  to  distribute  such  traffic 
over  other  lines  and  routes  on  such  terms  as  between  tlie  several  carriers  as  he 
may  find  to  be  just  and  reasonable  under  the  circumstances,  subject  in  respect 
to  such  terms  to  appeal  to  the  Interstate  Commerce  Commission. 

(c)  If  he  find  it  to  be  practicable  and  in  the  public  interest,  he  should  have 
power,  in  the  event  of  the  failure  of  the  interested  carriers  to  agree,  to  require 
the  u>!e  of  the  terminals  of  any  carrier  by  another  or  other  carriex's  on  such 
terms  as  he  may  fix  as  reasonable  and  just,  subject  to  the  right  of  appeal  of 
any  interested  carrier  to  the  Interstate  Commerce  Commission. 

Id)  In  ciiscs  of  serious  national  emergency,  he  should  have  power  to  direct 
that,  during  the  continuance  of  such  emergency,  the  carriers  should  coordinate 
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Uieir  facilities  jiiid  oinM-ations  and  operate  tlieir  properties  as  a  unitied  national 
system  on  sncli  t(M'nis  as  lie  may  tind  to  he  just  and  reasonable  in  tlie  public 
interest.  Proper  provision  should  be  made  for  just  compensation  to  any  carrier 
injured  thereby. 

(e)  If  he  finds  it  necessary  in  order  to  provide  adequately  for  the  movement 
of  traflic,  he  should  have  power  to  require  any  carrier  to  distribute  its  cars  to 
other  lines  on  such  terms  as  he  may  deem  just,  subject  as  to  siich  terms  to  an 
appeal  to  the  Interstate  Commerce  Commission. 

(/)  He  should  have  power  to  require  any  carrier  to  distribute  its  cars 
aiuonj;-  its  patrons  in  accordance  with  their  needs  and  the  puDlic  interest,  in  the 
same  manner  and  to  the  same  extent  as  the  Interstate  Commerce  Commission 
is  now  by  law  authorized  to  do. 

5.  No  new  or  branch  lines  of  railroad  or  large  and  expensive  terminals  should 
be  constructed  unless  a  certificate  of  public  convenience  and  necessity  is  first 
obtained  from  the  secretary  of  transportation. 

6.  The  executive  and  administrative  functions  of  the  Interstate  Commerce 
Commission,  exce{)t  as  to  accounting  and  as  to  Federal  valuation  of  raili'oad 
properties,  should  be  transferred  to  the  secretary  of  transportation. 

7.  The  carriers  should  have  the  power  to  initiate  rates,  schedules  of  which 
should  be  tiled  with  the  Interstate  Commerce  Commission,  with  the  secretary  of 
transportation,  and  with  the  State  connnissions  of  the  States  in  which  the 
rates  are  applicable  and  through  which  the  carrier  operates:  and,  if  not  sus- 
pended as  hereinafter  provided,  such  rates  should  become  effective  30  days  after 
the  same  have  been  so  filed,  unless  a  shoi-ter  period  is  in  special  cases  authorized 
by  the  secretary  of  transportation. 

It  should  be  made  the  duty  of  the  secretary  of  transportation  to  promptly 
consider  the  new  rates  so  brought  to  his  attention,  and  he  shall  either : 

id)  Approve  the  same,  giving  his  reasons  for  such  approval,  or 

(b)  Permit  the  rates  to  go  into  effect  without  his  specific  approval  or  disap- 
proval, or 

{(■)   Disapprove  the  same,  giving  his  reasons  therefor. 

In  case  he  disapproves  any  rate  or  fails  to  specifically  approve  or  disapprove 
it,  he  may  suspend  it  ft)r  a  period  not  exceeding  sixty  days,  and  refer  the 
.same  to  the  Interstate  Connnerce  Commission  for  consideration  and  determi- 
nation. 

8.  The  statute  itself  should  provide  the  rule  of  rate-making,  and  should  re- 
quire that  rates  be  not  only  what  has  been  called  reasonable,  but  adequate  and 
sufficient  to  enable  the  carriei's  to  provide  safe,  adequate,  and  sufficient  service, 
to  protect  existing  investment,  and  to  attract  the  new  capital  necessary  in  the 
public  interest,  and,  to  that  end,  the  statute  should,  among  other  things,  specifi- 
cally provide  that  the  level  of  rates  must  properly  reflect  the  cost  of  wages  and 
all  other  expenses  incident  to  the  furnishing  of  transportation. 

9.  Rates,  whether  approved  or  (lisa])i)roved  by  the  secretary  of  transportation, 
may  by  complaint  be  brought  bcfoie  the  Interstate  Connnerce  Conunission  for 
consideration,  which  should  have  i>ower  To  jiass  ujion  the  rea ■^onableness  and 
adequacy  thereof,  subject  to  the  statutory  rule  in  regard  to  rate  making,  and 
in  any  proceedings  before  it  in  res])ect  to  rates  the  conunission  should  give  due 
consideration  to  any  reconnnendations  in  respect  thereto  made  to  it  by  the 
secretary  of  transportation.  Kates  approved  by  the  secreary  of  transjiortation 
should  be  presumed  to  be  reasonable  and  pi'ojK'r  until  found  otherwise  by  the 
commission. 

10.  In  any  iirocecdings  lu'fore  it  in  respect  to  rates  the  Interstate  Couinerce 
Commission  should  have  the  power  to  prescribe  mininuun  as  well  as  maximum 
rates  and  to  determine  the  relation  of  rates  and  differentials,  whenever  neces- 
sary or  appropriate  to  establisli  or  maintain  a  rate  structure  or  a  relation  or 
•differential  found  by  it  to  be  just  and  proper. 

11.  The  statute  should  provide  that  existing  rates  put  into  effect  by  the 
Director  General  of  Kailroads  should  be  continued  in  effect  until  changed  by 
the  Interstate  Commerce  Commission,  as  provided  by  law,  or  as  provided  in 
paragraph  7  hereof. 

12.  Any  carrier  should  l)e  given  the  right  to  complain  of  rates  of  another 
carrier  in  the  same  manner  and  to  the  same  extent  as  a  shipper  might  do. 

13.  The  Interstate  Commerce  Commission,  in  order  that  matters  within  its 
jurisdiction  may  be  dealt  with  more  promptly  and  satisfactorily  and  with  a 
fuller  appreciation  of  all  the  circumstances  and  local  conditions,  should  be 
directed  to  divide  the  United  States  into  such  number  of  regions  as  it  may  deem 
Avise,  and  certify  the  number  of  regions  and  their  boundaries  to  the  President, 
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who  should  appoint  for  each  region  a  regional  commission,  which  should  be  a 
hoard  of  primary  .iurisdiction,  consisting  of  one  meml)er  for  each  of  the  States 
embraced  therein.  The  regional  commissions  should  have  authority  to  hear 
and  determine  all  complaints  in  respect  of  matters  witliin  the  jurisdiction  of 
the  Interstate  Commerce  Commission,  arising  in  their  respective  regions,  and 
to  make  reports  thereon  to  the  Interstate  Commerce  Commission,  such  reports 
during  a  fixed  period  to  be  subject  to  exceptions  by  any  of  the  parties,  as  in 
the  case  of  reports  made  by  masters  in  chancery.  If  no  exception  is  filed 
within  the  time  limited,  and  it  is  not  otherwise  ordered  by  the  Interstate  Com- 
merce Commission,  the  orders  and  findings  of  the  regional  commissions  should 
automatically  go  into  effect.  If  there  are  exceptions,  or  the  Interstate  Com- 
merce Connnission  should  consider  the  issues  involved  of  sufficient  importance 
to  so  order,  a  hearing  should  be  had  before  it  on  such  exceptions,  or  on  the 
matters  made  subject  to  reconsideration  by  order  of  the  commission,  and  the 
order  of  the  commission  should  have  the  same  effect  as  now  provided  by  law 
in  respect  to  its  orders. 

14.  Express  rates  should  be  dealt  with  in  the  same  manner  as  freight  rates. 
Contracts  between  express  companies  and  railroad  companies  for  division  of 
express  earnings  should  not  be  effective  until  approved  by  the  secretary  of 
transportation. 

15.  Section  10  of  the  Clayton  Act  should  be  so  modified  as  not  to  unduly 
hamper  the  proper  transaction  of  business. 

16.  Existing  laws  should  he  so  far  modified  as  to  authorize,  upon  approval 
hy  the  secretary  of  transportation,  as  being  in  the  public  interest — 

(a)  Acquisition  by  a  carrier  engaged  in  interstate  commerce  of  the  proper- 
ties, stocks,  or  securities  of  another  or  other  carriers,  or  consolidations  and 
mergers  of  such  carriers. 

(?))  Agreements  between  carriers  engaged  in  interstate  commerce  in  respect 
to  rates  and  practices. 

(c)  The  pooling  of  cars  and  other  transportation  facilities. 

(d)  The  division  of  earnings  in  connection  with  the  elimination  of  unneces- 
sary train  service. 

All  such  agreements  and  arrangements  should  be  filed  with  the  Interstate 
Commerce  Commission  and  with  the  commissions  of  the  several  States  whose 
traffic  is  affected,  as  well  as  with  the  secretary  of  transportation,  and  be  open 
to  public  inspection. 

Senator  PorEREXE.  Do  you  mean  by  that  that  they  should  be  sub- 
ject to  the  approval  of  the  Interstate  Commerce  Commission? 

Mr.  Cutler.  No:  not  subject  to  their  approval;  but  simply  that 
they  should  be  filed,  and  subject  to  the  appeal  hereinafter  provided, 
to  tlie  Interstate  Commerce  Commission.     [Continuing  reacting:] 

17.  Continuity  and  regularity  of  transportation  are  absolutely  essential  to  the 
public.  Both  the  capital  invested  and  the  labor  employed  in  transportation  are 
therefore  engaged  in  a  business  vitally  affecting  the  public  interest,  and  by 
engaging  therein  assume  the  implied  obligation  not  unreasonably  to  impair  or 
interrupt  the  movement  of  trains.  Questions  of  wages  and  working  conditions 
affecting  individual  railroads  should  be  settled,  if  possible,  by  officers  of  the 
railroads  and  representatives  of  the  employees.  A  board  should  be  constituted, 
under  the  secretary  of  transpoitation,  on  which  the  employees,  the  employers, 
and  the  public  should  have  equal  representation,  with  the  duty  and  authority 
to  investigate  and  report  to  the  secretary  of  transportation  on  the  merits  of 
any  controversy,  which  the  parties  are  unable  to  adjust,  arising  in  the  railroad 
or  other  transportation  service,  either  in  regard  to  wages  or  in  regard  to  con- 
ditions of  service ;  and,  pending  such  investigation  and  report  and  for  a  reason- 
able time  thereafter,  there  should  be  no  lockout  by  the  carriers  and  no  con- 
certed action  on  the  part  of  employees  which  would  have  the  effect  of  interfer- 
ing with  or  interrupting  the  orderly  movement  of  the  United  States  mail  or 
interstate  or  foreign  commerce.  The  scale  of  wages  and  the  expense  incident 
to  any  change  in  the  conditions  of  service  recommended  in  the  reports  of  such 
hoard,  if  put  into  effect,  should  be  accepted  and  recognized  In  the  making  of 
rates  as  a  legitimate  expense  of  transportation. 

18.  Provision  should  be  made  for  the  funding  by  the  United  States  of  indebt- 
edness of  carriers  to  it  growing  out  of  Federal  control. 

19.  There  should  be  in  the  Federal  Government  the  exclusive  governmental 
power  to  supervise  and  authorize  the  issue  of  securities  by  railroad  carriers 
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engaged  in  interstate  or  foreign  commerce  or  by  liolding  companies  controlling 
any  such  carrier. 

20.  A  system  of  Federal  incorporation  should  be  adopted  into  which  should 
be  brought  all  railroad  corporations  engaged  in  interstate  or  foreign  commerce. 
Such  system  sliovdd  be  compulsory  anil  not  elective.  It  should  reserve  to  cor- 
porations reincorporating  under  it  not  only  all  of  their  contract  rights  and 
other  assets  of  all  sorts,  but  also  (except  as  to  any  feature  contrai-y  to  an  act 
of  Congress)  their  existing  charter  powers,  and  they  should  also  possess  the 
general  powers  conferred  upon  all  corporations  organized  under  the  Federal 
act.  The  system  of  incorporation  should  provide  a  means  of  consolidation  and 
merger  for  existing  corporations  engaged  in  interstate  or  foreign  commerce, 
with  the  necessary  power  of  condemnation,  provided  the  secretai-y  of  tran.sporta- 
tion  finds  that  such  consolidation  or  merger  is  not  contrary  to  the  pul)lic  interest 
and  approves  the  same. 

Now,  I  think  I  ought  to  say,  Senator,  in  further  answer  to  your 
question,  which  I  did  not  answer  very  fully,  that  this  plan  has  been 
submitted  to  some  other  associations;  for  instance,  the  Illinois  Manu- 
facturers' Association  has  had  it  before  them,  and  has  adopted  it. 

Senator  Pomerene.  What  association  is  that? 

Mr.  CuYLER.  The  Illinois  Manufacturers'  Association,  which,  I 
believe,  is  a  large  commercial  organization  in  Illinois.  The  plan 
has  also  been  submitted  to  a  meeting  of  chambers  of  commerce  of 
the  Central  West,  held  in  Chicago,  and  has  had  their  approval; 
and  also  to  various  individuals  in  different  parts  of  the  country,  who 
are  in  affiliation  and  touch  with  railroads.  We  have  felt,  however, 
that  it  was  not  proper,  in  view  of  the  fact  that  the  plan  only  received 
the  approval  of  the  general  membership  body  last  Sunday,  to  submit 
it  to  anyone  until  we  had  submitted  it  to  this  committee  here. 

The  Chairman.  Mr.  Cuyler,  I  see  that  you  recommend  here  a  cabi- 
net officer,  to  be  known  as  the  "  Secretary  of  Transportation,"  who 
would,  if  this  plan  were  carried  out,  practically  assume  the  functions 
now  exercised  by  the  Interstate  Commerce  Commission.  Will  you 
state  just  why  your  organization  prefers  that  to  the  present  arrange- 
ment? 

Mr.  Cutler.  Our  thought  is  this.  Senator:  We  believe  that  the 
present  Interstate  Commerce  Commission  is  overburdened,  and  that 
no  body  of  men  can  do  the  work  that  that  body  is  attempting  to  do, 
both  on  the  administrative  side  and  on  the  rate-making  side,  as  well 
as  on  the  judicial  side;  and  that,  in  any  event,  there  must  be  some 
relief  provided  for  that  commission :  and  we  have  felt  that  it  would 

be  a  greater  protection  to  the  country  at  large the  shippers  and 

the  railroad  owners — if  there  were  another  body  or  another  officer 
whose  duty  it  would  be  to  do  the  work  that  we  have  outlined  to  be 
done  by  the  Secretary  of  Transportation.  We  have  also  felt  that  the 
Secretary  of  Transportation,  being  a  member  of  the  Cabinet,  would 
have  the  ear  of  the  President  at  all  times,  and  would  therefore  be 
in  a  better  position  to  represent  to  him  the  needs  of  the  country  at 
large  with  respect  to  transportation. 

Of  course,  if  there  could  be  a  commission  created,  to  consist  of  a 
small  number  of  highly  paid  men,  and  you  could  get  well-trained, 
efficient  men,  whose  term  of  offi.  e  would  be  of  sufficient  length  to 
relieve  them  from  any  fear  of  political  pressure,  perhaps  that  might 
be  a  better  method. 

The  Chairman.  Are  you  not  afraid  of  the  pressure  of  political 
influence  in  constituting  a  Cabinet  officer  to  do  this  very  work? 
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_Mr.  Cutler.  We  are  not  so  much  afraid  of  that,  Senator,  as  we  are 
of  the  other.  We  believe  that  when  a  man  goes  into  the  Cabinet 
he  feels  a  keen  sense  of  high  responsibility,  which  makes  him  rise 
above  that  kind  of  pressure  to  a  very  large  extent.  That  may  not, 
in  point  of  fact,  always  he  so ;  but  we  think  that,  in  the  long  run, 
the  Cabinet  officer  you  would  get  in  that  way  would  rise  to  the 
occasion. 

Senator  Gore.  Is  it  your  idea  to  take  the  executive  powers  and 
functions  away  from  the  Interstate  Conunerce  Commission,  and  to 
delegate  them  only  to  the  Secretary  of  Transportation? 

Mr.  Cutler.  Yes ;  making  the  Interstate  Commerce  Commission  a 
quasi-judicial  body. 

Senator  (tore.  Advisory  and  quasi-judicial? 

Mr.  Cutler.  Yes. 

Senator  Gore.  Several  of  the  European  countries  have  adopted 
the  policy  of  segregating  the  executive  functions  from  the  advisory 
and  rate-making  powers,  have  they  not? 

Mr.  Cutler,  They  have,  I  believe.     I  think  that  is  so  in  France. 

Senator  Gore.  And  in  Germany,  I  understand. 

Senator  Watson.  Mr.  Cuyler,  you  provide  there  for  a  Secretary 
of  Transportation  with  certain  duties  and  powers,  and  certain  other 
duties  and  powers  are  to  remain  in  the  Interstate  Commerce  Com- 
mission. You  also  provide  for  the  retention  of  certain  power,  at 
least  inferentially,  by  the  various  State  commissions;  and  you  also 
make  provision  for  regional  commissions.  Have  you  not  more  ma- 
chinery than  is  necessary  ? 

Mr.  Cutler.  We  believe  not.  We  believe  it  would  be  an  assur- 
ance to  the  public  that  their  local  interests  in  the  several  localities 
would  be  better  safeguarded  if  there  were  in  that  locality  a  repre- 
sentative of  the  Interstate  Commerce  Commission,  who  would  be 
cognizant  of  the  peculiar  needs  of  that  particular  community. 

Senator  Pomerene.  What  relation  would  exist  between  the  re- 
gional commissions  and  the  State  commissions? 

Senator  Watson.  I  w^as  on  the  point  of  asking  that  very  question. 

Mr.  Cutler.  Only  an  advisory  relationship.  Our  idea  was  that 
the- State  commissions  should  be  relegated  practically  to  police  pow- 
ers and  duties,  but  that  they  could  make  recommendations  from  time 
to  time  to  these  regional  commissions. 

The  Chairman.  Will  you  not  repeat  what  functions  you  think  the 
State  commissions  should  perform? 

Mr.  Cutler.  We  think  the  functions  of  the  State  commissions 
should  be  limited  to  police  powers  and  duties,  and  that  they  should 
be  simply  an  advisory  body  in  their  relationship  to  the  regional 
commissions. 

Senator  Watson.  Let  us  take  a  con-rete  example,  for  the  sake  of 
illustration.  Take  the  question  of  the  construction  of  a  road,  or  a 
grade  crossing 

Mr.  Cutler  (interposing).  The  elimination  of  grade  crossings? 

Senator  Watson.  Yes.  Where  would  you  put  the  authority  to 
determine  that? 

Mr.  Cutler.  In  the  regional  commission. 

SenatoT-  Watson.  Then,  what  ]30wer,  if  any,  do  you  leave  tlie 
State  commission  under  this  proposition? 
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Mr.  CuYLER.  Upon  a  moment's  reflection,  I  think  I  may  be  wrong- 
as  to  that.  I  think  that  as  to  the  details  it  should  go  to  the  State 
commission — that  is,  purely  State  matters. 

Senator  Watson.  Has  anybody  drafted  a  bill  in  specific  terms 
setting  forth  your  plan? 

Mr.  CuYLEK.  No,  sir;  and  for  the  ^ery  reason  that  we  did  not 
want  it  regarded  in  that  shape. 

Senator  Cummins.  Mr.  Cuyler,  my  first  impression  is  that  the 
proposal  you  make  is  strikingly  similar  to  the  law  under  which  the 
roads  are  now  being  operated  without  the  guaranty.  What  is  the 
difference  between  the  plan  you  propose  and  the  plan  that  Mr. 
McAdoo  is  now  pursuing? 

Mr.  Cuyler.  There  is  one  important  thing,  and  that  is  that  Mr. 
McAdoo  in  his  present  situation  has  full  power  over  everything — 
rates  and  everything  else.  Our  proposed  plan  differs  from  the  pres- 
-ent  law  in  that  the  rate  structure  shall  at  all  times  be  adequate  to 
meet  the  demands  of  the  road  with  respect  to  wages,  operation,  and 
return  upon  investment. 

Senator  Cummins.  That  is  accomplished  by  the  guaranty  now, 
is  it  not? 

Mr.  Cuyler.  Yes:  it  is. 

Senator  Cummins.  And  you  would  propose  to  accomplish  it  in 
the  same  way  under  your  plan? 

Mr.  Cuyler,  Under  an  act  of  Congress ;  yes. 

The  Chairman.  Mr.  Cuyler,  I  want  to  ask  you  the  question  that 
was  asked  in  a  different  way  by  Senator  Watson.  Under  your  pro- 
posed plan,  what  do  you  subtract  from  or  what  duties  do  you  pro- 
pose to  take  away  from  the  State  commissions  as  they  now  exist? 

Mr.  CuYLEK.  We  would  take  from  them  their  rate-making  power. 

The  Chairman.  That  is  the  principal  thing? 

Mr.  Cuyler.  Yes.  We  feel  that  the  State  conmiissions  ought  to 
be  continued;  that  they  are  useful  bodies  and  essential  to  the  roads, 
and  that  we  should  have,  in  a  measure,  their  assistance ;  but  when  it 
comes  to  a  question  of  rate  making,  we  feel  that  is  a  national  ques- 
tion the  determination  of  which  should  be  lodged  in  some  central 
Federal  body. 

Senator  Watson.  Yon  would  give  to  the  roads  the  power  to  ini- 
tiate rates,  but  you  woidd  take  from  the  commission  the  power  to 
suspend  those  rates? 

Mr.  Cuyler.  Yes. 

Senator  Gore.  And  invest  that  power  only  in  the  secretary  of 
transportation  ? 

Mr.  Cuyler.  Yes. 

Senator  Watson.  And  is  not  that  the  main  reason  for  your  advo- 
cating the  creation  of  a  secretary  of  transportation  ? 

Mr.  Cuyler.  Well,  I  would  say  that  it  is  the  large  reason  for  it. 
The  roads  have  felt,  as  years  have  gone  by,  and  especially  for  the 
last  few  years,  that  the  question  of  rates  has  become  so  pressing  and 
so  vital  that  they  should  have  the  power  of  initiating  them,  if  it  can 
be  done. 

Senator  Watson.  If  Congress  could  pass  an  act  that  would  compel 
the  Interstate  Commerce  Commission  to  decide  a  question  of  that 
tind,  say,  in  60  days,  instead  of  waiting  a  year  or  more  to  decide  it. 
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would  not  that  somewhat  obviate  the  necessity  for  the  creation  of 
■the  proposed  secretary  of  transportation? 

Mr.  CuYLEK.  It  might,  Senator;  but,  as  I  said  before,  we  feel  that 
the  interests  involved  are  so  huge  and  vast  that  no  one  b<)dy  can 
handle  the  proposition  from  every  angle  to  the  satisfaction  of  all 
concerned. 

Senator  McLean.  I  suppose  the  regional  commissioners  might  do 
a  great  deal  of  the  detail  work  which  now  occupies  the  time  of  the 
Interstate  Commerce  Commission  and  in  that  Avay  relieve  that  body 
of  a  large  part  of  its  labors  ? 

Mr.  CuYLER.  Very  largely  so,  Senator;  and,  of  course,  they  would 
also  have  the  advantage  of  being  people  who  probably  would  live  in 
the  same  community,  and  who  would  have  the  confidence  of  the  ship- 
pers who  might  question  rates. 

Senator  McLean.  In  that  way  the  Interstate  Commerce  Commis- 
sion proper  might  have  time  enough  to  attend  to  the  executive  end 
of  their  work  ? 

Mr.  Cuyler.  That  is  a  possibility,  of  course. 

Senator  Pomerene.  Do  you  give  to  the  Interstate  Commerce  Com- 
mission the  power  to  modify  rates  on  its  own  motion  or  initiative? 

Mr.  Cuyler.  Yes,  sir. 

Senator  Gore.  The  right  of  appeal  lies  in  the  secretary  of  trans- 
portation in  regard  to  rates? 

Mr.  Cuyler.  To  the  Interstate  Commerce  Commission ;  yes. 

Senator  Pomerene.  But  only  on  complaint? 

Mr.  Cutler.  Yes. 

Senator  Pomerene.  That  is,  complaint  by  the  shipper? 

Mr.  Cuyler.  Or  a  complaint  by  one  road  against  another. 

Senator  Gore,  By  either  party  at  interest? 

Mr.  Cutler.  Yes. 

Senator  Cummins.  You  have,  I  suppose,  considered  the  difficulties 
that  would  arise  through  the  frequent  change  of  the  secretary  of 
transportation  as  a  Cabinet  officer,  and  the  fact  that  he  might  be  a 
man  who  had  very  slight  knowledge  of  transportation  and  its  prob- 
lems? 

Mr.  Cuyler.  We  realize  that,  sir. 

Senator  Cummins.  Do  you  think  it  is  wise  to  give  to  such  a  man 
the  powers  you  propose? 

Mr.  Cutler.  We  felt  this :  It  is  a  subject  that  is  open  to  more  de- 
bate and  difference  of  opinion  than  any  other,  and  there  w^as  a  great 
diversity  of  opinion  among  the  members  of  the  committee  before  we 
arrived  at  a  conclusion,  but  the  more  we  discussed  it,  the  more  we 
came  to  the  conclusion  that  it  was  the  best  solution  of  the  problem, 
and  finally  we  all  came  around  to  that  view.  For  instance,  in  the 
Standing  Committee,  W'here  there  was  at  the  start  considerable  divi- 
sion of  opinion — there  were  24  members  present  out  of  26 — they 
finally  unanimously  voted,  the  whole  24  members,  after  a  discussion 
which  lasted  from  Wednesday  morning  until  the  following  Sunday 
afternoon,  continuously,  that  it  was  the  wise  thing  to  do;  and  the 
same  way  at  the  meeting  last  Sunday  in  Philadelphia,  of  the  mem- 
bership roads,  at  which  there  were  some  150  men  present,  there  was 
extended  discussion  on  that  point,  and  the  very  point  raised  by  you, 
sir,  was  thoroughly  discussed,  and  finally  that  body  came  to  the  same 
conclusion   unanimously. 
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Senator  Goke.  Do  you  think  that  your  suggestion  for  segregating 
the  executive  powers  and  taking  them  away  from  the  Interstate  Com- 
merce Commission  should  apply  with  equal  force  to  taking  away 
from  them  the  quasi-legislative  power  to  make  rates? 

Mr.  Cutler.  We  feel  so,  Senator.  We  feel  that  it  has  been  demon- 
strated by  the  past  that  tliat  power  should  rest  in  the  roads,  subject 
to  proper  regulation. 

Senator  Goke.  Have  the  rates  made  by  the  Director  General  been 
as  satisfactory  as  those  made  by  the  Interstate  Commerce  Commis- 
sion, speaking  by  and  large;  I  mean,  with  respect  to  their  relation  to 
other  rates? 

My.  Cutler.  I  hardly  feel  myself  qualified  to  pass  upon  that.  I 
am  not  a  railway  expert  myself. 

Senator  Gore.  The  reason  I  ask  that  is  that  the  principal  factor 
in  rate  making  is  the  relation  to  other  rates,  and  not  to  disturb  the 
equilibrium  by  cutting  into  them,  where  perhaps  you  do  not  intend  to. 

Mr.  Cutler.  I  do  not  believe  that  the  rate  making  by  the  Director 
General  has  been  scientific  at  all  in  its  nature. 

Senator  Gore.  Could  it  not  be  scientifically  done  if  it  were  in  the 
hands  of  a  body  of  men  who  had  had  long  experience,  and  who  had 
surveyed  the  whole  situation,  by  comparisons  based  on  observation 
and  experience? 

Mr  Cutler.  Senator,  do  you  not  think  that  the  railroad  executives 
have  had  more  experience  than  anybody  else  in  that  way? 

Senator  Gore.  I  do;  yes. 

Mr.  Cutler.  Of  course,  their  action  should  be  subject  to  review  by 
a  judicial  body. 

Senator  Gore.  That  is  undoubtedly  true,  but  the  element  of  inter- 
est enters  there,  and  renders  them  perhaps  partial  judges,  you  see,  so 
that  it  would  have  to  be  reviewed  by  an  impartial  tribunal. 

Mr.  Cuyler.  I  have  no  doubt,  sir,  that  we  would  be  satisfied  with 
any  plan  that  would  prevent  the  interminable  delays  that  have  oc- 
curred in  the  past. 

Senator  Gore.  Your  main  objection  is  to  the  delay? 

Mr.  Cuyler.  Yes. 

Senator  Gore.  And  your  chief  desire  is  expedition? 

Mr.  Cuyler.  Exactly. 

The  CiiAiRiMAN.  Mr.  Cuyler,  I  am  very  favorable  to  this  regional 
division  of  the  Interstate  Commerce  Commission.  If  that  plan  were 
worked  out  so  that  the  needs  of  each  community  could  be  brought 
immediately  to  their  consideration,  and  then,  upon  the  recommenda- 
tion of  these  regional  commissions,  to  the  central  commission,  do  you 
not  think  that  would  be  a  very  vital  element  in  eliminating  the  delay 
you  now  complain  of  in  rate  making? 

Mr.  Cuyler.  It  might.  Of  course,  delay  would  ensue,  because  it 
would  have  to  go  first  to  the  regional  commission,  and  then  to  the 
Interstate  Commerce  Commission.  I  feel  that  if  the  Interstate  Com- 
merce Commission  is  to  continue  to  be  charged  with  the  responsi- 
bility of  rate  making,  then  some  limitation  as  to  the  time  to  be  al- 
lowed for  the  suspension  of  rates  must  be  provided  by  law.  in  order 
to  protect  the  roads. 

The  Chairman.  My  idea  is  that  a  vast  amount  of  detail  that  is  now 
imposed  on  the  central  commission  would   in  that  way  be  larcrely 
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eliminated,  and  put  onto  the  regional  commissions,  so  that  this  very 
matter  of  rate  making  could  be  more  expeditiously  attended  to  by  the 
central  commission  than  it  now  is,  because  they  now  have  to  do  all 
the  work  at  Washington  for  practically  the  entire  railroad  system 
throughout  the  country;  whereas,  by  a  proper  provision  of  law,  to 
divide  this  up  and  to  put  these  duties  upon  the  regional  commissions, 
they  would  be  largely  relieved  of  this  detail  work,  and  could  probably 
give  more  time  to  the  matter  of  rate  making. 

Mr.  CuYLER.  That  is  true,  if  it  were  provided  that  the  Interstate 
Commerce  Commission  should  act  within  a  given  time ;  but  its  powers 
of  suspension  should  not  extend  beyond  a  given  time. 

The  CiiAiBMAN.  Do  you  think  that  if  the  central  commission  were 
limited  by  law,  as  you  have  indicated,  it  would  in  a  measure  relieve 
the  necessity  of  your  suggestion  for  a  Cabinet  officer  ? 

Mr.  CuYLER.  I  think  it  would,  in  a  measure ;  but  I  still  think  that  a 
Cabinet  officer  would  be  very,  very  useful  in  directing  the  transporta- 
tion needs  of  the  country. 

The  Chairman.  I  am  rather  of  the  opinion  that  a  Cabinet  officer 
charged  with  the  powers  that  you  have  suggested  here,  and  probably 
changing  every  four  years,  as  suggested  by  Senator  Cummins,  might 
create  a  condition  in  the  railroad  business  which  would  be  like  some 
others  we  have  here;  that  we  would  never  know  what  was  fixed  or 
settled,  because  each  man  would  have  his  own  opinions,  and  might 
come  in  and  upset  all  that  had  been  done  theretofore,  more  or  less 
arbitrarily,  as  seems  to  be  the  tendency  to-day,  when  the  incumbents 
of  public  offices  are  changing  so  rapidly. 

Senator  Gore.  That  objection  would  not  lie  so  much  if  the  power 
of  the  commission  were  purely  executive? 

Mr.  Cutler.  No  ;  I  think  it  would  not. 

Senator  Gore.  Have  you  run  through  your  mind  at  all  the  question 
of  what  regions  the  country  ought  to  be  divided  into,  if  the  regional 
plan  be  adopted  ? 

Mr.  CuYLER.  I  have  not.  That  would  have  to  be  decided  by  the 
President,  but  I  take  it  that  it  would  work  itself  out  naturally. 

Senator  Gore.  Similar  to  the  present  southern,  western,  and  eastern 
tn^ffic  territories? 

Mv.  CuYLER.  Yes. 

Senator  Gore.  There  has  been  a  great  deal  of  agitation  about 
dividing  the  railroads  into  traffic  regions,  and  compelling  the  move- 
ment of  traffic  along  those  predetermined  lines,  irrespective  of  local 
conditions. 

Ml'.  Cuyler.  We  are  against  that.  We  are  against  any  regional 
'arrangement  that  would  take  away  the  competitive  features. 

Senator  Gore.  It  has  struck  nie  as  unscientific,  and  that  it  would  be 
going  backward  instead  of  forward,  but  I  was  wondering  if  your 
regional  proposition  would  not  tend  in  the  same  direction. 

Mr.  Cuyler.  I  do  not  think  so,  because  the  roads  would  remain 
practically  as  they  are. 

Senator  Gore.  ITnder  your  suggestion,  in  each  region  you  would 
have  a  representative  from  each  State  in  that  region  sitting  on  that 
regional  board? 

Mr.  Cuyler.  Yes. 

Senator  Gore.  Would  not  that  sore  of  regional  division  be  subject 
to  the  same  objection — that  its  lines  would,  after  all,  be  more  or  less 
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arbitrary,  and  would  cut  across  S3^stenis  and  cut  across  natural  traffic- 
lines? 

Mr.  CuYLEK.  But  3'ou  would  have  all  the  roads  in  existence  and 
competing-  with  one  another. 

Senator  (tore.  With  the  right  of  appeal  to  a  common  authoritj^? 

Mr.  CuYLER.  Yes. 

Senator  Gore.  I  understand ;  but  would  it  not  be  better  to  appoint 
your  representatives  from  each  State  on  a  central  body,  and  then 
when  a  question  arises,  to  assign  it  for  consideration  to  those  men 
who  were  most  familiar  Avith  the  territor}'  in  which  the  controversy 
arose,  instead  of  cutting  the  country  into  arbitrar}^  sections,  and  hav- 
ing the  representatives  from  the  States  in  those  sections  consider 
questions  which,  of  course.  Avould  overlap,  because  transportation  is 
largely  a  national  affair?  Instead  of  that,  to  let  the  Interstate  Com- 
inerce  Commission  designate  the  members  from  the  different  States 
"vvhich  might  be  involved  in  a  particular  controversy  at  a  given  time? 

Mr.  CuYLER.  In  other  words,  the  regional  director  would  have  a 
sort  of  roving  commission? 

Senator  Gore.  Yes.  Have  the  same  representative  from  the  State 
all  the  time.  Take  the  Southern  States ;  instead  of  constituting  those 
into  one  region,  with  representatives  sitting  as  a  board  for  that  re- 
gion^ — or,  let  us  take  the  Illinois  Central,  which  would  involve  two- 
regions- — from  Chicago  to  New  Orleans:  would  it  not  be  better  to  as- 
sign the  standing  representatives  from  Illinois,  Kentucky,  and  Ten- 
nessee to  decide  that  case? 

Mr.  CuYLER.  Our  only  thought  was  expedition;  that  the  complain- 
ant should  have  some  place  to  which  he  could  go  and  get  relief  at 
once. 

Senator  Gore.  Well,  that  would  be  almost  automatic  in  its  op- 
eration. 

Mr.  CuYLER.  Then,  I  should  see  no  objection  to  that  plan. 

Senator  Gore.  It  looks  to  me  as  if  a  regional  suggestion  like  yours- 
is  practically  the  same  as  a  general  subdivision  of  the  country  into 
regions,  arbitrarily,  and  not  based  upon  any  natural  division  of 
traffic. 

Mr.  CuY'LER.  There  is  some  force  in  what  you  say,  and  that  gives 
me  again  the  opportunity  to  impress  upon  you  that  this  plan  is 
altogether  tentative. 

The  Chairman.  Mr.  Cuyler,  has  your  body  considered  what  would 
be  the  effect  of  a  return  of  the  roads  to  their  old  status  before  some- 
legislation  other  than  that  we  now  have  has  been  enacted? 

Mr.  CuYLER.  Yes,  sir;  we  have  considered  that  very  seriously  and 
we  think  the  effect  would  be  most  disastrous. 

The  Chairman.  In  wdiat  respect,  particularly? 

Mr.  Cui'LER.  In  the  first  place,  the  roads  owe  vast  sums  of  money 
to  the  Government,  due  on  demand,  and  while  I  can  not  conceive  that 
the  Government  would  so  exercise  that  demand  as  to  create  a  panic 
and  ruin  to  the  roads,  at  the  same  time  it  exists.  The  Governinent 
has  taken  over  a  great  many  of  the  securities  of  the  railroads.  For 
instance,  the  NeAv  Haven  Railroad  has  borrowed  some  sixty  or 
seventy  millions  of  dollars  from  the  Government,  and  every  dollar 
of  securities  that  they  oAvn  is  in  the  Treasury  of  the  ITnited  States; 
and  so  Avith  other  roads.     Take  the   Pennsvlvania   Railroad :   Its^ 
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annual  recjuirements  on  its  lines  east  and  Avest  amount  to  about 
$20().()00,0()0  a  year.  And  just  here  lot  me  say  tliat  I  want  to  con-cct 
the  impression  that  Mr.  McAdoo  created  that  the  roads  have  not 
been  wijlinir  fo  <io  along  with  the  Director  General.  I  think  that, 
with  the  exception  of  the  allocation  of  cars,  there  has  scarcely  been 
any  refusal  to  carry  out  his  orders.  Now,  with  regard  to  the  alloca- 
tion of  cars,  tlie  Government  in  jNfarch  gave  a  huge  order  for  cars,, 
and  the  roads  were  not  consulted  in  any  way  with  regard  to  it. 
Only  about  1-i  per  cent  of  that  Government  order  has  been  filled,, 
but  we  were  asked  to  take  those  cars,  and  on  a  good  many  of  the 
roads  the  cars  wei'e  entirely  unsuitable  for  their  purposes.  For  in- 
stance, on  the  Atchison  Road  a  thousand  gondola  cars  were  assigned,. 
I  think,  to  them,  and  they  could  not  use  them  at  all  on  account  of 
the  way  that  the  road  has  been  constructed. 

Senator  Pomerene.  Were  they  the  standardized  car? 

Mr.  Cutler.  Yes;  but  the  Atchison  had  a  peculiar  car,  and  they 
could  not  use  these  cars  at  all.  On  the  Pennsylvania  Railroad  we 
were  asked  to  take  a  thousand  o5-ton  coal  cars.  Now,  our  standard 
coal  car  is  70  tons,  and  we  would  have  been  handicapped  for  per- 
haps 20  years — the  approximate  life  of  a  car — with  the  difference 
between  a  55-ton  and  a  70-ton  car,  and  that  would  have  meant  most 
uneconomical  operation  for  us.  A  good  many  of  the  roads  had  put 
in  their  orders  in  November  anti  December  for  cars  and  then  the 
Government  went  ahead,  without  consulting  the  railroads  in  any 
way,  and  placed  this  huge  order  for  cars,  and  to-day  I  think  thai 
most  of  the  roads  of  the  country  have  idle  cars  standing  on  their 
tracks.  Now,  that  is  a  very  serious  matter.  That  car  order  amounted 
in  monev  to  more  than  all  the  car  trusts  outstanding  to-day.  It  was 
an  order  of  about  $330,000,000,  I  think. 

Senator  Gore.  That  was  a  car  order  given  by  the  Government? 

Mr.  Cutler.  Yes.  last  March;  and  there  was  not  a  railroad  con- 
sulted in  advance. 

Senator  Gore.  And  those  cars  did  not  conform  to  the  standard, 
you  saj'? 

Mr.  Cutler.  On  a  good  many  roads,  no. 

Senator  Town  send.  Is  it  possible  to  have  an  economically  stand- 
ardized car? 

IVIr.  Cutler.  I  do  not  think  so.  Senator. 

Senator  Townsend.  I  understand  that  the  Commission  does  not 
think  so,  either. 

Mr.  Cutler,  And  the  same  way  with  locomotives. 

Senator  Pomerene.  You  mean  for  the  various  roads? 

Mr.  Cutler.  Yes. 

Senator  Townsend.  Why  is  that  so? 

^Ir.  Cutler.  Because  the  terminal  facilities  and  warehouses,  etc., 
on  the  various  roads  have  been  built  to  accommodate  a  certain  type 
of  car  and  can  not  be  operated  with  any  other  type  of  car  success- 
fully. 

Senator  Townsend.  Can  you  build  a  car  that  can  be  used  generally 
for  various  transportation  purposes,  economically? 

Mr.  Cutler.  I  would  rather  have  one  of  the  railroad  presidents 
here  answer  that  question. 

Senator  Tow^nsend.  Very  well. 
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The  Chairman.  Mr.  Cuyler,  what  is  the  opinion  of  your  body  as 
to  the  present  rates  inaugurated  by  the  Director  General,  and  the 
wage  scale?  How  would  that  be  effected  by  State  law,  if  they  were 
to  go  back  now  ? 

Mr.  Cuyler.  We  feel  that  those  State  laws  would  ipso  facto  be- 
come operative.  We  believe  that  if  the  roads  went  back  without 
legislation  by  Congress,  they  would  become  effective  at  once. 

The  Chairman.  Have  you  calculated  to  what  extent  that  would 
affect  your  revenues? 

Mr.  Cuyler.  No  ;  but  it  would  be  a  very  large  sum. 

Senator  Town  send.  Do  you  believe  that  if  the  roads  were  to  go 
back  now  to  private  ownership,  with  the  provision  as  to  pooling  and 
the  use  of  joint  terminals,  the  railroads  would  maintain  the  present 
scale  of  wages  ? 

Mr.  Cuyler.  I  think,  Senator,  that  is  a  question  of  the  law  of  sup- 
ply and  demand.  I  can  not  get  out  of  my  head  that  the  railroads  of 
the  country  should  be  in  exactly  the  same  position  as  any  other  busi- 
ness and  meet  the  wage  scale  ithat  is  prevailing,  in  order  to  obtain 
proper  labor.  '~ 

The  Chairman.  Do  you  think  the  present  wage  scale  that  has  been 
inaugurated  by  the  Director  General  is  wisely  and  equitably,  as  well  as 
economically,  adjusted  as  between  the  different  classes  of  labor  em- 
ployed on  the  railroads? 

Mr.  Cuyler.  I  do  not  feel  qualified  to  answer  that  question,  Sen- 
ator. 

Senator  Kellogg.  You  are  going  to  have  practical  railway  men 
here  to  answer  all  those  questions,  are  you  not? 

Mr.  Cutler.  We  are  going  to  have  Mr.  Kruttschnitt,  Mr.  Willard, 
Mr.  Rea,  Mr.  Elliott,  and  Mr.  Bledsoe  all  make  statements. 

Senator  Kellogg.  I  want  to  ask  one  question  of  you :  I  see  that  you 
have  suggested  that  the  railroads  be  permitted  to  consolidate  and 
pool  simply  upon  the  authorization  of  a  secretary  of  transportation, 
without  any  public  hearing  or  testimony  or  objections  from  the 
people  to  be  affected.    Do  I  correctly  understand  that? 

Mr.  Cutler.  No,  sir.  That  is  merely  a  skeleton  plan.  We  believe 
and  expect  that  the  bill  should  provide  that  there  be  proper  hearings 
on  all  such  applications. 

Senator  Kellogg.  Hearings  before  whom  ? 

Mr.  Cutler.  Before  the  secretary  of  transportation. 

Senator  Kellogg.  Do  you  not  believe  that  competition  as  to  serv- 
ice between  the  great  competing  routes  of  this  country  is  a  valuable 
thing  to  the  people  of  this  country  ? 

Mr.  Cutler.  Most  assuredly. 

Senator  Kellogg.  And  should  be  maintained  ? 

Mr.  Cutler.  Absolutely. 

Senator  Kellogg.  Now.  would  not  the  Interstate  Commerce  Com- 
mission be  the  proper  tribunal  to  try  that  question  of  how  many  lines 
or  what  lines  should  be  allowed  to  consolidate — because  when  it  is 
once  done,  the  rights  of  the  people  are  taken  away,  so  far  as  competi- 
tion is  concerned? 

Mr.  Cutler.  I  would  feel  that  to  be  the  case,  Senator,  if  you 
would  relieve  them  of  their  other  duties,  and  give  them  an  oppor- 
tunity to  act  expeditiously  on  such  applications.    I  think  the  Inter- 
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state  Commerce  Commission  has  done  all  that  anybody  could  possibly 
do  under  the  circumstances,  and  I  do  not  want  to  be  understood  as 
criticizing  it  in  any  way;  but  I  do  think  they  are  burdened  to  death. 

The  CiiAiRMAX.  If  the  Senator  will  excuse  me,  I  want  to  ask  you 

now  about  one  of  the  chief  things  that  occurs  to  me.    I  want  you  to 

explain  to  me  how  there  is  to  be  any  incentive  for  competition  in 

service,  when  we  propose  to  eliminate  and  practically  have  eliminated 

\  competiti,on  in  rates?     What  incentive  have  you  for  competition  in 

y  service,  oilier  than  a  philanthropic  feeling,  unless  you  get  paid  for  it? 

Mr.  CuYLER.  AVe  have  this  incentive:  That  the  road  that  gives  the 
best  competitive  service  will  get  the  business;  and,  therefore,  each 
road  is  anxious  to  do  its  very  best,  in  order  to  attract  that  business. 

The  Chairman.  The  reason  I  asked  you  that  question  was  that 
Mr.  Clark  here  suggested,  under  the  plan  he  proposed,  that  adequate 
service  would  be  enforced;  and  I  think  perhaps  there  is  some  force 
in  that,  because  we  have  got  to  have  a  unified  system  of  roads  in  this 
country;  it  seems  to  me  that  is  inevitable.  We  have  got  to  have  ter- 
minal facilities  for  serving  the  public,  regardless  of  whether  the  rail- 
roads want  them  or  not,  and  Ave  have  got  to  have  extensions  of  serv- 
ice throughout  the  country,  so  that  the  established  communities  can, 
in  part,  bear  the  burdens  of  those  that  are  now  in  process  of  devel- 
opment, and  the  service  under  these  different  plans  that  have  been 
submitted  to  us  here  will  be  more  or  less  compulsory;  and,  as  you  say, 
competition  in  service  will  mean  that  with  two  roacls  within  a  given 
competitive  community,  if  one  road  can  carry  all  the  traffic,  by  virtue 
of  its  good  service,  that  will  prove  that  the  other  road  is  not  neces- 
sary. 

]Mr.  CuYLER.  I  think  that  is  a  misfortune  of  the  other  road,  if  it  is 
not  competently  managed  so  as  to  attract  the  traffic.  I  can  give  you 
an  illustration  by  taking  the  competitive  service  between  the  Penn- 
sylvania Railroad  and  the  Philadelphia  &  Reading  between  Phila- 
delphia and  New  York.  Now,  I  do  not  believe  there  is  any  other  serv- 
ice equal  to  that,  from  the  competitive  standpoint.  The  Pennsjdva- 
iiia  Railroad  was  getting  the  great  bulk  of  that  business.  We  would 
run  hourly  trains  with  eight  or  ten  cars,  and  with  two  or  three  parlor 
cars.  Now,  the  Philadelphia  &  Reading  Railroad  decided  to  make 
its  service  more  attractive,  and  it  began  to  run  more  parlor  cars  on 
its  trains.  There  were  certain  districts,  for  instance,  in  the  north- 
eastern part  of  Philadelphia  that  thej?^  reached,  where  there  was  con- 
stant travel  between  Philadelphia  and  New  York,  and  they  began  to 
cater  to  that,  and  it  was  a  great  benefit  to  the  community,  and.  inci- 
dentally, the  Reading  has  seemed  to  feel  that  it  helps  them  in  their 
business. 

The  Chairman.  Is  it  not  your  experience,  when  one  road  has  suc- 
ceeded in  getting  all  of  the  tonnage,  or  a  majority  of  it,  under  the 
same  rates  and  charges  as  made  by  its  competitor,  and  is,  therefore, 
making  a  larger  percentage  of  return  under  that  given  rate  than  its 
competitor,  that  the  tendency  on  the  part  of  the  shipping  public  is  to 
lower  the  rate  on  the  successful  road,  because  of  the  excess  earnin^^ji 
on  the  capital  invested? 

Mr.  Cutler.  That  is  true.  Senator,  and  that  is  one  of  the  greai 
problems  that  we  have  tried  to  think  over,  and  for  which  it  is  very 
difficult  to  find  a  solution. 

HT'tMO— ID— vol.  1 •_>! 
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The  Chairman.  We  have  that  before  us  now;  that  certain  roads 
are  receiving  beyond  what  might  be  termed  a  reasonable  compensa- 
tion as  compared  with  other  roads,  and  when  we  investigate  we  find 
they  are  carrying  more  tonnage,  and,  consequently,  getting  a  larger 
dividend  on  the  capital  invested  than  the  other  roads;  but  the  ship- 
ping public  feels  that,  as  they  are  earning  this  seemingly  excessive 
amount,  the  rate  should  be  lowered ;  and  if  you  do  lower  it,  you  kill 
off  the  other  road  that,  for  one  reason  or  another,  has  not  been  car- 
rying so  large  a  volume  of  traffic;  and  yet  the  people  living  con- 
tiguous to  the  road  that  is  not  so  successful  seem  to  be  entitled  to 
the  same  rate  as  the  people  living  contiguous  to  the  successful  road, 
because  the  shippers  have  to  meet  in  a  common  competitive  market 
in  the  sale  of  their  goods,  and  if  you  lower  the  rate  on  the  successful 
road,  in  order  to  decrease  its  earnings,  the  othpr  road  will  be  driven 
out  of  business,  and  if,  on  the  other  hand,  you  increase  the  rate,  you 
will  simply  multiply  the  complaints  that  the  successful  road  is  earn- 
ing more  than  it  should  earn ;  and  if  you  make  any  difference  in  the 
rates,  in  favor  of  the  poorer  road,  you  simply  destroy  their  com- 
petitive power. 

Mr.  Cutler.  That  is  absolutely  true.  Senator,  and  there  is  no  sub- 
ject about  which  we  have  had  more  discussion  than  that  one. 

Senator  Gore.  Is  not  that  one  of  the  insoluble  problems  ? 

Senator  Watson.  You  can  not  take  away  the  natural  advantages 
of  successful  management. 

Senator  Toavnsend.  Have  you  discussed  in  your  paper — I  was,  un- 
fortunately, not  here  when  you  read  it — the  question  of  what  you  are 
going  to  do  with  the  little  road  ? 

Mr.  CuYLER.  No;  that  is  not  discussed. 

Senator  Gore.  That  has  always  struck  me  as  one  of  the  almost  in- 
soluble problems;  that  is,  the  competition  between  efficiently  man- 
aged roads  and  those  that  are  inefficiently  managed;  to  make  a  rate 
that  will  yield  a  fair  return  on  the  capital  invested,  and  j^et  be  fair 
to  the  public.  They  have  worked  out  a  system  in  Boston,  I  think, 
on  the  elevated  roads,  allowing  a  return  of,  I  think  it  is,  6  per  cent 
on  the  capital  invested,  and  where  the  earnings  do  not  equal  that, 
then  the  rates  automatically  go  up  until  they  do ;  and  when  the  earn- 
ings go  above  that  amount,  automatically  the  rate  goes  down.  Would 
there  be  any  way  of  fixing  just  and  reasonable  rates  so  that  where 
an  efficiently  managed  concern  earned  too  much  the  excess  would  go 
to  the  public? 

Mr.  Cuyt>er.  The  excess  should  be  divided  up,  yes.  You  intimated 
that  that  has  been  successful  in  Boston.  It  has  been  very  unsuc- 
cessful. 

Senator  Gore.  I  did  not  say  "successful."  I  said  it  had  been 
worked  out. 

Mr.  Cutler.  They  are  asking  an  increase  in  the  fare  on  the  Boston 
elevated  roads  up  to  10  cents.    They  are  up  to  8  cents  now. 

Senator  Pomerene.  Mr.  Cuyler.  has  the  feeling  been  general 
among  the  railway  executives  and  other  railway  people  that  the  In- 
terstate Commerce  Commission  has  not  been  liberal  enough  in  its 
advance  of  rates  ? 

Mr.  Cutler.  Yes,  sir;  we  have  felt  they  have  not  been  liberal 
enough. 
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Senator  Pomkrene,  That  is  simply  preliminary  to  what  I  was 
going  to  ask  3'ou.  Commissioner  Clark  yesterday  presented  certain 
tables  here,  and,  without  going  into  them  in  detail,  they  show  during 
the  past  10  years,  generally  speaking,  substantial  increases  in  the 
rate  of  dividend,  and  substantial  increases  in  the  surplus  account  of 
the  railroads  during  those  years. 

Mr.  Cutler.  Taking  the  roads  as  a  whole,  a  good  many  of  them 
have  improved  their  condition.  On  the  other  hand,  a  good  many 
have  not.  I  think  Mr.  Kruttschnitt  will  deal  with  that  very  fully. 
Take  the  Pennsylvania  Railroad,  for  instance,  that  road  used  to  de- 
vote as  much  of  its  net  income  each  year  to  improving  its  property 
as  it  devoted  to  dividend  payments.  We  used  to  pay  a  6  per  cent 
dividend  each  year  and  put  an  equal  amount  back  into  the  property. 
To-day  we  are  barely  panning  out  our  dividend. 

Senator  Pomerene.  That  is,  at  the  present  time? 

Mr.  Cutler.  Well,  for  the  last  three  or  four  years.  Last  year  we 
earned  7  per  cent  and  the  year  before  that  8  per  cent,  but  we  have 
gone  down  steadily. 

Senator  Pomerene.  Do  you  claim  that  that  is  due  to  war  con- 
ditions? 

Mr.  Cutler.  No  ;  this  was  long  before  that.  Our  capital  require- 
ments, with  the  tremendous  volume  of  tonnage  on  the  Penns3dvania, 
are  very  great.  Our  earnings  were  not  sufficient  to  maintain  our 
property,  after  paying  the  dividend,  and  we  have  had  to  borrow 
money,  and,  of  course,  we  have  had  to  pay  interest  on  those  loans, 
which  has  reduced  our  surplus  account. 

Senator  Townsend.  What  do  you  propose  to  do,  under  this  scheme 
of  yours,  for  maintaining  the  small  independent  road? 

Mr.  Cutler.  We  have  no  particular  plan,  sir.  We  propose,  of 
course,  to  give  the  power  to  the  secretary  of  transportation  to  permit 
mergers,  consolidations,  etc. 

Senator  Townsend.  What,  for  instance,  do  you  think  the  Penn- 
S3dvania  Eailroad  would  do  toward  consolidating  these  small  lines 
that  are  tributary  to  it — consolidating  them  into  the  Pennsylvania 
Railroad? 

Mr.  Cutler.  I  think  Ave  would  be  very  glad  to  have  them  in. 

Senator  Townsend.  All  of  them? 

Mr.  Cutler.  That  I  could  not  say,  without  studying  the  situation. 
There  are  a  great  many  of  them  that  are  tributary  to  the  Pennsyl- 
vania Railroad. 

Senator  Townsend.  Have  you  experienced  real  difficulty  in  finan- 
cing your  road  ? 

Mr.  Cutler,  Yes,  sir;  we  have.  We  find  it  more  and  more  diffi- 
cult all  the  time,  and  we  have  to  pay  a  higher  rate  for  our  money. 

Senator  Townsend.  What  makes  that  difficulty? 

Mr.  Cutler.  The  fact  that  the  margin  between  earnings  and  our 
surplus  account  is  getting  less  and  less  all  the  time,  and  also  a  feel- 
ing, I  think,  among  the  bankers  that  the  railroads  are  not  properly 
treated  by  the  Government. 

Senator  Townsend.  Do  you  not  think  that  the  railroads  have 
overworked  that  in  the  last  few  years,  and  in  other  years,  to  get 
higher  rates?  Have  they  not  practically  depreciated  their  own 
ability  to  finance  themselves? 
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Mr.  Cutler.  I  do  not  feel  that  way,  Senator,  as  to  the  roads  with 
which  I  have  been  connected. 

Senator  Townsend.  Do  you  think  if  yon  could  merge  the  small 
lines  tributary  to  the  Pennsylvania  Railroad,  that  you  could  finance 
them  under  this  scheme  of  yours? 

Mr,  Cutler.  I  think  Ave  could;  yes,  sir.  I  think  the  roads  gen- 
erally could  finance  themselves,  if  the  bankers  and  the  investing 
public  felt  that  there  was  a  proper  superstructure  of  rates  that  would 
insure  their  return. 

Senator  Tow>send.  A  large  part  of  the  matters  rests  upon  rates? 

Mr.  Cutler.  It  seems  to  us  that  it  is  the  keynote  of  the  whole  situ- 
ation. 

Senator  Town  send.  Could  you  operate  the  railroads  successfully 
on  the  present  rates? 

Mr.  Cutler.  Assuming  the  present  rate  of  wages  and  cost  of  ma- 
terials, and  everything  of  that  kind? 

Senator  Townsexd.  Yes. 

Mr.  Cutler.  No,  sir;  and  I  do  not  think  the  Government  could 
either. 

Senator  Townsend.  You  think  you  would  have  to  have  higher 
rates  in  order  to  maintain  the  railroads,  even  under  the  present  con- 
ditions of  Government  control? 

Mr.  Cutler.  I  think  so,  undoubtedly.  I  think  you  will  find,  in  any 
event,  that  the  Government  will  very  shortly  have  to  increase  its  rates, 
although  it  is  not  perhaps  my  province  to  say  so. 

Senator  Town  send.  The  Director  General  maintains  that  they  will 
be  lowered. 

Mr.  Cutler.  So  I  understand. 

Senator  Kellogg.  But  every  move  he  is  making  now  is  upward. 

Mr.  Cutler.  Yes. 

Senator  Townsend.  You  do  not  think  it  is  probable  that  the  pres- 
ent administrator  could  reduce  the  rates  on  the  roads  in  the  next  five 


years 


Mr.  Cutler.  I  think  not  only  that  he  could  not  reduce  them,  but 
even  on  the  present  rates  a  deficit  will  be  shown  in  1919. 

Senator  Townsend.  What  would  be  the  effect  if  you  had  charge 
of  the  roads  and  attempted  to  reduce  wages? 

Mr.  CuTi.ER.  Senator.  T  think  it  would  be  a  bold  man  m'Iio  would 
answer  the  question.  I  come  from  the  quiet  town  of  Philadelphia, 
and  I  do  not  want  to  get  into  trouble. 

Senator  Gore.  Do  you  think  if  the  Government  owned  the  roads  it 
would  ever  reduce  the  wages? 

Mr.  CuTT.ER.  I  do  not  think  it  would. 

Senator  Toavnsend.  If  the  Goverment  should  continue  to  control 
the  railroads,  it  is  almost  certain  that  wages  would  not  be  lowered, 
is  it  not? 

Mr.  CuTT.ER.  I  belieA^e  so.  I  may  say  that  T  am.  perhaps,  not  an 
unbiased  witness  on  that  subject,  because  I  am  so  strong  in  my  feel- 
ing that  the  railroads  ought  to  be  permitted  to  conduct  their  business 
the  same  as  any  other  line  of  business,  in  that  respect. 

Senator  Townsend.  If  you  were  to  take  charge  of  the  roads,  under 
this  scheme  of  yours,  can  you  with  equal  certainty  say  whether  the 
wages  would  be  lowered  or  not? 
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Mr.  CuYLEK.  No,  sir;  I  think  that  has  got  to  be  dependent  entirely 
upon  trade  conditions. 

Senator  Town  send.  And  yon  would  expect  a  higher  rate  for  traffic 
even  than  is  paid  at  the  present  time,  under  the  present  administra- 
tion? 

Mv.  CuYLER.  II"  wages  are  to  be  maintained  as  they  now  are,  and 
the  cost  of  materials  and  supplies  keeps  up,  yes. 

•Senator  Town  send.  And  you  would  have  one  man,  appointed  by 
the  1^-esident,  to  initiate  those  rates? 

Mr.  CuYLEiJ.  No;  we  would  give  the  power  of  initiation  to  the 
railroads. 

Senator  Townsend.  Oh,  yes;  and  that  is  where  you  differ  from  the 
]3 resent  plan? 

Mr.  CuYLER.  Yes. 

Senator  Townsend.  I  understood  Senator  Cummins  to  say  it  was 
quite  like  the  present  scheme. 

]Mr,  CuYLER.  Well,  it  is  in  a  good  many  ways. 

Senator  Townsend.  But  not  in  that? 

Mr.  CuYLER.   No. 

Senator  Towsend.  Under  the  present  system,  the  Government 
originates  the  rates;  and  under  your  scheme,  the  railroads  would 
originate  the  rates  ? 

Mr.  CuYLER.  Exactly. 

Senator  Townsend.  If  you  will  kindly  repeat  that  to  me,  so  that 
I  maj'^  understand  it — what  rights  have  the  public,  under  that 
scheme,  after  you  once  originate  them? 

Mr.  Cuyler.  They  have  the  power  of  appeal  at  once  to  the  Inter- 
state Commerce  Commission. 

Senator  Townsend.  Do  you  provide  that  the  Interstate  Commerce 
Commission  shall  be  supreme  in  its  decision? 

]Mr.  Cuyler.  Yes. 

Senator  Townsend.  And  you  w'ould  base  that  upon  the  present 
definition  of  "  just  and  reasonable  rates"? 

Mr.  Cuyler.  Yes,,  excepting  this,  that  we  provide  very  fully  in 
the  plan  that  the  rates,  as  a  basic  proposition  of  law,  must  at  all 
times  be  sufficient  to  provide  for  meeting  the  wage  scale,  the  cost 
of  operation,  and  a  return  upon  the  investment. 

Senator  Townsend.  Are  not  those  things  now  necessarily  con- 
sidered by  the  Interstate  Commerce  Commission  as  part  of  the  cost 
of  operation  ? 

Mr.  Cuyler.  We  do  not  feel  so. 

Senator  Townsend.  Do  you  think  the  Commission  ignores  the 
question 

Mr.  Cuyler  (interposing)  :  I  do  not  think  they  ignore,  but  I  do 
not  think  they  take  a  very  full  or  broad  view  of  it:  and,  besides,  it 
is  not  compulsory  wnth  the  Commission  to  do  so;  they  may  or  may 
not.  and  they  may  differ  from  time  to  time.  Under  the  proposed 
law.  that  is  compulsory  on  the  Commission ;  it  would  have  to  recog- 
nize those  conditions. 

Senator  Townsend.  You  propose  a  new  definition  for  the  estab- 
lishment of  rates  ? 

Mr.  Cuyler.  Only  this  change:  that  the  rate  structure  must  be 
sufficient,  as  I  said,  to  meet  the  wages,  the  cost  of  operation,  and  a 
return  on  capital  invested. 
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Senator  Pomerene.  This  is  the  language,  Senator,  contained  in 
that  statement : 

8.  The  statute  itself  should  provide  the  rule  of  rate  making  and  should  re- 
quire tliat  rates  be  not  only  what  has  been  called  reasonable,  but  adequate 
and  sulht'iont  to  enable  the  carriers  to  pruvide  safe,  adequate,  and  sufficient 
service,  to  protect  existing  investment  and  to  attract  the  new  capital  necessary 
in  the  pul)lic  interest,  and,  to  that  end,  the  statute  should,  among  other  things, 
specifically  provide  that  the  'level  of  rates  must  properly  reflect  the  cost  of 
wages  and  all  other  expenses  incident  to  the  furnishing  of  transportation.  * 

Senator  Toavnsend.  Thank  you,  Senator.  Now,  if  I  understand 
that  correctly,  under  this  plan  the  railroads  and  their  employees 
could  practically  determine  what  the  public  must  pay  for  the  use  of 
the  railroad  facilities? 

Mr.  CuYLER.  Yes,  sir. 

Senator  Town  send.  And  the  people  would  have  nothing  to  say 
about  it? 

Mr.  Cuyler.  No,  except  the  right  of  appeal  on  complaint. 

The  Chairman.  Mr.  Cuyler,  you  provide  here  for  mergers,  con- 
solidation, and  joint  use  of  terminals.  The  Director  General  of 
Railroads,  I  take  it,  bases  his  hope  or  his  expectation  of  lowering  the 
rates  upon  that  very  principle — the  joint  use  of  terminals,  the  pool- 
ing of  facilities,  and  the  common  use  of  the  means  of  constructing 
cars  and  engines.  To  what  extent  do  you  think  that  would  economize 
in  the  cost  of  transportation? 

Mr.  CuTX,ER.  I  think.  Senator,  it  would  economize  to  some  extent, 
but  not  nearly  so  much  as  one  would  suppose.  I  can  not  carry  the 
figures  in  my  mind,  but  I  saw  some  figures,  and  I  think  Mr.  Krutt- 
schnitt  has  them,  as  to  the  extent  of  saving  by  the  short  haul ;  using 
the  shortest  road  as  against  the  long  haul. 

Mr.  Kruttschniti'.  Yes,  I  haA^e  made  some  studies  on  that. 

The  Chairjian.  Well,  we  will  come  to  that  when  Mr.  Kruttschnitt 
is  on  the  stand. 

Mr.  Cuyler.  You  will  find  it  a  surprisingly  small  percentage. 

Senator  Underavood.  Mr.  Cuyler,  I  haA'e  read  this  paper  Avith  a 
good  deal  of  interest  and  have  listened  to  your  statement,  and  there 
are  some  A-ery  interesting  suggestions  that  you  make.  I  think  your 
paper  divides  itself  into  two  parts,  as  far  as  I  have  studied  it :  One 
is  the  fundamental  principles  that  a^ou  propose  to  change  by  legisla- 
tion, or  rather  to  establish  or  reestablish  by  legislation,  and  the  other 
is  new  machinery.  For  instance,  I  take  it  that  the  regional  commis- 
sions, the  creation  of  a  secretary  of  transportation,  and  all  matters 
of  that  kind  are  merely  matters  of  machinery  for  carrying  out  the 
principles  ? 

Mr.  Cutler.  Yes,  sir. 

Senator  Underavood.  And  that  there  is  no  principle  particularly 
invoh-ed  in  those  suggestions  as  to  which  is  the  best  system  to  adopt 
to  carry  out  the  principle. 

Mr.  Cuyler.  Yes. 

Senator  Underavood.  Now,  I  am  not  so  much  interested  in  the  ma- 
chinery, because  at  this  time,  although  Ave  can  not  write  a  workable 
bill  without  considering  it  in  the  end,  I  think  the  committee  wants 
to  make  recommendations  that  will  last,  and  avc  haA^e  got  to  establish 
the  fundamental  principles  first,  and  then  let  the  machinery  be 
adapted  to  suit  them. 
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Xow.  I  want  to  ask  you  Avliat  are  the  fundamental  underlying 
principles  that  you  propose  that  we  should  pass  legislation  upon? 

Mr.  CuYLEK,  The  rate  making. 

Senator  U^DEinvooi).  You  say,  "the  rate  making,"  but  what  you 
really  reconnnend  here  is  that  the  Government  shall  make  a  guar- 
anteed return  to  the  rate-making  powers? 

Mr.  Cutler.  That  is  what  it  practically  amounts  to,  Senator. 

Senator  Underavood.  That  is  proposition  No.  1,  as  a  matter  of 
principle  ? 

Mr.  Cutler.  Yes. 

Senator  Underwood.  Then,  a  second  proposition  of  principle  that 
3'ou  say  should  be  established  is  that  the  Government  should  control 
and  regulate  the  future  issuance  of  railway  securities? 

Mr.  Cutler.  Yes,  sir. 

Senator  Underwood.  And  as  a  third  matter  of  principle  that  you 
lay  down  and  recommend,  the  antitrust  laws  and  the  antipooling 
laws  should  be  repealed  as  to  railroads,  under  certain  conditions,  so 
that,  Avith  proper  regulations,  you  can  effect  combinations? 

Mr.  Cutler.  Yes. 

Senator  Underwood.  Those,  as  I  have  studied  your  paper,  are  the 
three  main  principles  on  which  you  propose  that  legislation  be 
enacted.     Are  there  any  more? 

jNIr.  Cutler.  No.  I  think.  Senator,  you  have  very  clearly  covered 
them  all.  As  you  say,  the  others  are  questions  of  machinery,  as  to 
which  men  may  differ  as  to  the  best  plan. 

Senator  Underwood.  Now,  I  do  not  think  there  is  much  question 
anywhere  as  to  the  necessit}^  for  legislation  for  the  future  regula- 
tion of  the  issuance  of  securities  in  some  form;  and  if  there  is  any 
difference  it  is  largely  on  the  questions  of  machinery,  and  how  it 
should  be  brought  about,  and  not  as  to  principle? 

Mr.  Cutler.  Yes. 

The  Chairman.  Do  you  not  also  recommend  here  the  elimination 
of  State  charters  and  the  subsitution  of  Federal  charters  for  the 
roads  ? 

Mr.  Cutler.  Yes ;  we  do.     That  is  a  fundamental  part  of  it. 

Senator  Underwood.  You  recommend  a  Federal  charter  instead  of 
the  State  charters? 

Mr.  Cutler.  Yes;  but,  after  all.  Senator,  that  is  really  machinery. 

Senator  Gore.  Do  you  not  think  we  might,  without  disturbing  the 
State  charters,  and  without  resorting  to  Federal  incorporation,  allow 
the  charters  to  remain  as  they  are,  emanating  from  the  States,  and 
adopt  a  system  of  Federal  license,  so  far  as  interstate  carriers  are 
concerned,  and  arrive  at  regulation  of  the  issuance  of  stock  in  that 
way? 

Mr.  Cutler.  I  think  we  might,  but  I  do  not  think  you  would  en- 
tirely compose  the  situation  between  the  National  Government  and 
the  States. 

Senator  Gore.  That  might  be  true,  but  I  am  thinking  of  a  hurdle 
that  is  usually  pretty  hard  to  take — the  State  proposition. 

Senator  Underwood.  Mr.  Cuyler,  I  think  all  minds  meet  on  the 
necessity  for  the  regulation  of  future  issuance  of  securities.  I  do  not 
think  there  is  very  much  contention,  so  far  as  I  have  heard,  as  to 
the  advisability  of  repealing  the  antitrust  laws,  and  the  pooling  laws, 
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if  proper  regulations  can  be  made  to  protect  the  public  interest;  so 
that,  really,  the  principles  that  j'oii  enunciate  work  themselves  down 
practically,  eliminating  the  question  of  whether  you  shall  work 
with  a  Federal  charter  or  a  State  charter,  to  the  question  of  a  guar- 
antee of  a  return  to  the  railroad  that  will  enable  it  to  carry  on  its 
daily  work,  with  a  reasonable  return  on  the  capital  invested. 

]NIr.  Cutler.  Yes,  sir. 

Senator  Underwood.  That  is  what  it  comes  down  to  ? 

Mr.  CuYLER.  Yes. 

Senator  Underwood.  That  is  the  main  issue,  as  I  see  it,  that  lays 
before  the  committee,  about  which  there  is  any  contest.  The  question 
of  that  guaranteed  return  rests  on  the  exercise  of  the  rate-making 
power,  through  which  you  tax  the  public  to  produce  this  guaranty? 

Mr.  CiTTLER.  Yes. 

Senator  Underwood.  Now,  you  represent,  primarily,  the  invested 
capital  in  the  railroads — the  privately  invested  capital;  and  that  is 
what  your  interest  is?  Although  you  may  be  interested,  personally, 
or  otherwise,  in  operation,  the  direct  interest  you  represent  is  the 
capital  invested  by  private  individuals,  as  I  take  it? 

Mr.  Cltyler.  I  think  it  is  hard  to  separate  the  two.  Senator.  One 
goes  Avith  the  other. 

Senator  Underwood.  The  operation,  of  course,  goes  with  the  other, 
but  it  is  an  incident? 

Mr.  CuYLER.  You  can  not  have  inefficient  operation  and  produce 
the  desired  results  from  the  standpoint  of  capital. 

Senator  Underwood.  What  I  mean  is  that  the  reason  you  are  here 
is  not  because  you  are  an  operator,  but  because  you  represent  capital 
invested  in  the  properties? 

Mr.  CuYLER.  I  would  not  sa}^  that,  except  in  so  far  as  the  railroad 
executives  represent  the  shareholders  and  the  stockholders,  who  are 
the  owners  of  the  property. 

Senator  Underwood.  I  realize  that,  but  perhaps  I  do  not  make 
myself  clear.  What  I  mean  is  this:  That  if  you  did  not  represent 
private  property  interests  in  this  proceeding,  you  would  have  no 
standing  before  this  committee,  because  the  mere  fact  that  you 
wanted  to  represent  j^ourself,  and  to  continue  a  job  that  you  and 
your  associates  might  like  to  hold,  would  give  you  no  standing  be- 
fore this  committee ;  and  it  is  the  fact  that  you  represent  great  inter- 
ests of  capital  that  fixes  your  standing  here? 

Mr.  Cutler.  Yes. 

Senator  Underwood.  Now,  what  I  Avant  to  know  is  if  the  Congress 
were  to  enact  legislation  that  would  guarantee  to  this  great  interest, 
the  private  capital  invested,  what  you  say  ought  to  be  guaranteed  to 
it,  and  if  there  were  sufficient  return  from  the  rate-making  power  to 
carry  on  the  railroads,  to  pay  for  the  necessary  betterments  and  re- 
pairs for  the  continuation  of  it :  and  with  a  reasonable  return  on  the 
property  invested,  Avhat  right  would  the  interests  that  you  represent 
haA'e  to  go  further  than  that,  so  far  as  the  public  is  concerned? 
Would  not  that  action  foreclose  any  rights  that  the  interests  you  rep- 
resent have  to  demand  action  at  this  table? 

Mr.  Cutler.  You  mean  by  that.  Senator,  in  the  way  of  a  guar- 
antee of  return  by  the  Government? 

Senator  Underwood.  No.  If  the  Congress  were  to  guarantee,  by 
the  exercise  of  the  taxing  power  to  collect  freight  rates  and  passen- 
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ger  rates,  to  the  capital  invested  that  you  represent,  that  there 
would  be  enough  return  made  on  each  solvent  railroad  to  run  that 
railroad,  to  provide  for  betterments,  improvements,  repairs,  and  ex- 
tensions, possibly,  and  then  a  reasonable  return  on  the  capital  used, 
what  further  right  have  you  got  to  ask  anything  of  the  public  in 
reference  to  that  ? 

Mr.  CuYLEij.  I  do  not  feel  that  we  have  any  further  right  to  ask. 
If  our  rate  superstructure  is  sound,  that  is  all  we  have  to  ask. 

Senator  Underwood.  That  is  the  way  I  feel  about  it,  so  our  minds 
meet.  If  you  ask  us  to  give  you  that  right  by  establishing  it  in  the 
law — not  as  to  the  reasonableness  of  a  single  rate,  but  the  reasonable- 
ness of  a  body  or  budget  of  rates,  that  will  allow  you  to  carry  on 
the  transportation  business — what  right  have  you  to  ask  of  the 
committee  that  it  shall  continue  to  give  the  powder  of  the  establish- 
ment of  rates  for  the  railroads? 

Mr.  CuYLER.  Onlj^  that  we  are  engaged  in  a  great  public  operation, 
and  that  we  should  have,  to  that  extent,  independence  of  action. 

Senator  Underwood.  Suppose  we  take  out  the  public  and  put  the 
Government  in  place  of  it,  and  the  Government  guarantees  to  you 
that  you  are  going  to  have  a  specific  return  on  your  property — 
enough  to  run  the  railroad,  and  for  betterments,  improvements,  ex- 
tensions, and  repairs,  and  to  pay  a  reasonable  return  on  your  capital 
— when  it  comes  down  to  exercising  the  power  to  regulate  the  rates, 
would  you  expect  to  exercise  that,  or  would  j'ou  expect  the  Govern- 
ment to  exercise  it  so  that  it  could  make  good  that  guarantee? 

Mr.  Cutler.  I  think  we  ought  to  do  it.  I  do  not  think  we  should 
be  trammeled  to  that  extent,  because,  after  all,  Senator,  you  must 
remember  that  the  rate  we  ask  is  only  sufficient  to  take  care  of  the 
current  expenses  of  operation,  the  cost  of  improvements  and  bet- 
terments, and  a  return  on  the  capital  invested — a  fair  return. 

Senator  Underwood.  There  are  two  sides  to  this  question :  The 
capital-invested  side,  which  is  a  right  and  proper  one,  and  the  pub- 
lic or  shipping  side,  which  is  interested  in  the  efficient  maintenance 
and  operation  of  these  arteries  of  transportation.  The  original 
charters  fixed  the  right  in  the  interest  of  the  public,  and  that  public 
interest  still  remains  with  us.  Now,  I  believe  that  unless  the  invested 
capital  can  have  a  sufficient  return  out  of  its  rates  to  carry  on  the 
business  and  to  pay  its  interest,  the  railroad  will  fail  and  will  go 
into  bankruptcy. 

Senator  Cummins.  May  I  ask  a  question  there,  Senator  Under- 
wood, in  connection  with  the  inquiry  you  have  just  made? 

Senator  Underwood.  Certainly. 

Senator  Cummins.  If  the  Government  is  to  guarantee  a  return 
upon  the  capital  invested,  why  should  not  the  people  get  that  cap- 
ital at  the  rate  that  is  common  to  Government-guaranteed  capital? 

]Mr.  Cutler,  You  ask  me  that  ? 

Senator  Cummins.  Yes. 

Mr.  Cutler.  My  understanding  of  that  is  that  I  do  not  believe — 
I  suppose  you  have  in  mind  your  very  striking  plan — but  I  feel  this : 
In  the  first  place  I  do  not  believe  the  American  people  will  ever 
consent  to  invest  the  vast  amount  they  will  have  to  invest  in  order 
to  buy  these  roads,  and  then  give  them  up.  I  think  if  you  once  get 
them  into  your  hands,  you  will  find  it  difficult  to  get  them  into  the 
hands  of  private  companies,  because  I  think  it  would  be  very  hard 
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to  organize  private  companies  with  so  little  return  as  an  induce- 
ment, to  take  over  the  property. 

Senator  Underwood,  Now,  coming  back  to  my  other  proposition, 
you  say  that  if  the  Government  were  to  guarantee  you  an  ample  re- 
turn on  your  property  invested,  you  still  think  that  the  directing 
force  of  the  railroads  should  have  the  right  to  make  the  rates,  instead 
of  the  Government,  which  would  be  guaranteeing  the  return  to  you? 
You  would  not  do  that  in  your  own  private  business?  You  would 
not  make  a  guarantee  that  there  should  be  a  return  on  a  particular 
piece  of  property,  and  then  allow  the  other  man  to  exercise  the 
power  as  to  the  rental  values  and  other  things  of  that  kind? 

Mr.  CuYLER.  No;  but  I  do  not  know  whether  the  case  is  quite 
analogous.  It  seems  to  me  that  if  we  provide  this  right  of  appeal, 
and  protect  the  shippers  and  protect  the  people  of  the  country  at  large, 
so  that  the  rate  can  not  go  beyond  wdiat  is  a  proper  rate  to  cover  these 
various  items  that  we  have  discussed,  there  is  not  so  much  surrend- 
ered. 

Senator  Underwood.  That  is  just  the  question  I  am  coming  to.  I 
believe  in  doing  the  fair  thing  by  these  railroad  properties,  and  I 
think  we  have  got  to  do  the  fair  thing,  if  we  expect  to  continue  them 
as  live  corporations  to  serve  the  public.  And  if  w'e  do  not  do  the 
proper  thing,  they  will  go  to  the  wall,  and  we  will  have  no  transpor- 
tation system.  It  is  my  purpose  to  treat  them  as  fairly  as  I  know 
how ;  but  there  is  another  interest  which  I  think  is  as  great  and  as 
vital  as  yours,  and  that  is  the  interest  of  the  shipping  public,  and  that 
depends  upon  the  proper  adjustment  of  these  freight  rates. 

Mr.  Cutler.  That  is  true,  Senator. 

Senator  Underwood.  Assuming  that  the  law  guarantees  to  you  a 
fair  return,  such  as  you  have  suggested  yourself,  then  I  assume  that 
the  aggregate  of  those  rates  could  not  exceed  the  amount  of- that 
guaranty ;  that  in  the  budget  making  they  would  have  to  come  up  to 
that  amount.  So  it  comes  down  to  a  question  of  whether  that  budget 
shall  primarily  be  fixed  by  you  or  fixed  by  the  law?  Now.  is  it  not 
in  the  interest  of  the  shipper  that  in  fixing  the  relative  items  of  that 
budget,  the  shipping  public  should  have  a  voice  with  regard  to  the 
rate  on  which  the  traffic  and  the  commerce  of  the  Nation  must  move, 
rather  than  private  individuals  selected  by  stockholders,  wdio  are  not 
interested  from  a  public  standpoint  primarily  at  all? 

Mr.  CuYLER.  In  answer  to  that.  Senator,  I  am  frank  to  say  that  I 
think  there  is  a  good  deal  of  force  in  what  you  say :  and  if  we  can 
attain  what  Ave  ask  for  in  this  paper,  in  the  way  of  protection  in  rate 
making,  then  I  think  there  is  nothing  further  that  we  would  ask. 

Senator  Underwood.  And  if  the  rate  is  guaranteed  by  the  Govern- 
ment, the  Government  should  have  the  fixing  of  it,  and  not  the  private 
capital  invested? 

Mr.  CuYLER.  I  should  not  object  to  that  m3'-self,  speaking  per- 
sonally. 

Senator  Kellogg.  This  subdivision  8,  it  seems  to  me,  has  been  prop- 
erly interpreted  by  Senator  Townsend.    It  says  : 

The  statute  itself  should  provide  the  rule  of  rate  making  and  should  require 
that  rates  be  not  only  what  has  been  called  reasonable,  but  adequate  and  suffi- 
cient to  enable  the  carriers  to  provide  safe,  adequate,  and  sullicient  service  to 
protect  existing  investment  and  to  attract  the  new  capital  necessary  in  the 
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inililic  interest,  and,  to  that  end,  the  statute  should,  among  other  things,  spe- 
.  ifically  provide  tliat  tlie  level  of  rates  must  properly  reflect  the  cost  of  wages 
and  all  other  expenses  incident  to  the  furnishing  of  transportation. 

Now,  with  the  exception  of  protectmo;  the  existing  investment, 
assiimino-  the  existing  investment  to  be  a  fair  and  reasonable  invest- 
ment, that  ])rovision  simply  declares  a  rule  of  law  by  which  the  com- 
mission shall  be  guided  in  fixing  a  reasonable  rate,  does  it  not? 

Mr.  Cutler.  Yes. 

Senator  Kellogg.  And  the  rule  of  law  now  is  that  the  rates  shall 
be  adequate  to  furnish  these  things,  and  they  reflect  the  cost  of  wages 
and  other  expenses?  Do  you  mean,  in  addition  to  this,  that  the  Gov- 
ernment should  pay  those  things  ? 

Mv.  Cutler.  No,  sir. 

Senator  Kellogg.  Then,  the  power  to  decide  whether  the  rate 
of  a  railroad  is  adequate  to  pay  the  cost  of  operation  and  to  furnish 
or  to  attract  the  necessary  capital,  and  to  enable  the  carriers  to 
provide  safe  and  adequate  transportation,  must  be  left  to  a  govern- 
mental  conmiission,   must  it  not? 

Mr.  Cutler.  It  must. 

Senator  Kellogg.  Or  else  the  public  would  have  no  protection? 

Mr.  Cutler.  No. 

Senator  Kellogg.  Then,  what  I  understand  is  that  you  wish  a 
rule  of  law  laid  down,  which  is  practically  the  rule  of  law  of  to-day, 
and  will  you  tell  me  what  guaranties  you  could  provide  for  the 
enforcement  of  that  law,  beyond  conferring  on  some  commission 
the  duty  to  properly  interpret  and  enforce  the  law? 

Mr.  Cutler.  We  clo  not  feel.  Senator,  that  that  is  the  rule  of  law 
as  carried   out  by  the  Interstate  Commerce  Commission  to-day. 

Senator  Kellogg.  Well,  as  to  existing  investment,  they  are  not 
obliged  to  take  that  into  consideration.  I  do  not  know  what  the 
''  existing  investment  "  means. 

Senator  Pomerene.  They  do  aim  to  do  all  these  things  in  their 
present  rate  making? 

]Mr.  Cutler.  Yes,  but  the  machinery  is  so  complex  and  long- 
drawn-out,  that  conditions  change  before  it  is  decided. 

Senator  McLean.  It  is  all  a  question  of  fact  upon  which  there 
may  be  a  very  wide  difference  of  opinion? 

Mr.  Cutler.  Except  this.  Senator,  that  the  railroad  credit  has 
gone  down  steadily,  and  it  is  a  great  deal  more  difficult  for  the  rail- 
roads to  borrow  the  necessary  money  to  meet  their  requirements. 

The  Chairman.  Did  I  understand  joii  to  say  that  your  criticism 
of  the  Interstate  Commerce  Commission  is  not  that  they  have  not 
the  power  under  the  law  to  do  what  you  propose  here,  but  that  the 
delay  is  so  great  that  the  conditions  change  before  the  relief  comes? 

jNIr.  Cutler.  Yes,  to  a  very  large  extent,  and  I  think  that  would 
be  very  much  helped  by  giving  the  carrier  the  power  to  initiate 
the  rate. 

Tlie  Chairman.  Taking  the  line  of  argument  developed  by  Sena- 
tor Underwood  a  while  ago,  by  analogy,  did  you  ever  know  of  a 
railroad  company  that  leased  its  line  and  it  property  to  another 
railroad  company,  and  retained  the  right  to  make  the  rates  on  the 
leased  property? 

Mr.  Cutler.  No,  I  never  did. 
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The  Chaikinian.  Is  not  that  an  analogous  situation  to  this? 

Mr.  CtJYLER.  Yes.  to  some  extent  it  is. 

The  Chairman.  If  a  man  guaranteed  you  a  certain  amount  of  re- 
turn on  your  porperty,  and  paid  you  that  return,  you  would  have 
no  furtlier  interest  in  the  rate  he  charged  for  service,  would  you? 

Mr.  CuYLER.  No,  provided,  of  course,  that  the  property  were 
maintained  properly  in  the  meantime. 

Senator  Kellogg.  The  rule  of  law  is  that  the  Government  is 
to  fix  rates  for  an  industry  that  is  impressed  with  a  public  service, 
and  while  the  Government  has  the  right  to  fix  the  rates,  the  rates 
must  be  reasonable  and  adequate,  and  that  means  that  they  should 
be  sufficient  to  pay  the  honest  cost  of  operation — I  do  not  mean 
padded  cost:  I  mean  the  honest  cost  of  operation 

Mr.  Cutler.  Yes. 

Senator  Kellogg.  And  a  reasonable  return  on  the  capital,  and  to 
furnish  reasonably  adequate  transportation  facilities;  that  is  the 
rule  of  law  now,  is  it  not? 

Mr.  Cutler,  It  is,  but  when  vou  come  to  work  it  out,  in  point  of 
fact 

Senator  Kellogg  (interposing).  Yes,  but  it  has  to  be  worked 
out  by  some  public  authority,  or  else  the  raidroads  will  do  it  them- 
selves; they  will  get  the  guarantee,  and  will  not  be  subject  to  public 
regulation  at  all — you  do  not  mean  that,  of  course? 

Mr.  Cutler.  Oh,  no. 

Senator  Kellogg.    Of  course  not. 

Mr.  Cutler.  I  do  not  mean  that  we  should  be  beyond  public 
control  at  all:  but  I  do  insist  that  the  condition  of  the  railroads 
under  existing  law  is  such  that  there  is  no  inducement  for  people 
to  buy  their  stock,  or  even  their  bonds.  The  market  price  of  long- 
time railroad  bonds,  that  are  of  undoubted  value,  is  steadily  de- 
creasing all  the  time. 

Senator  Gore.  Well,  that  is  true  of  industrials  also,  and  bonds 
generally,  is  it  not? 

Mr.  Cutler.  Xot  to  the  same  extent.  Senator,  I  think.  Take 
the  Pennsylvania  Railroad  stock:  There  is  a  stock  that  sold  at  par. 
50,  and  in  the  seventies  and  eighties,  and  is  selling  now  below  par — 
a  railroad  that  has  maintained  its  dividends  for  generations.  It  is 
just  a  lack  of  confidence  on  the  part  of  the  people. 

Senator  Gore.  Is  not  this  one  of  the  conditions  that  has  operated 
to  depreciate  railway  bonds:  that  a  large  amount  of  bonds  would 
mature  when  the  bond  market  was  unsatisfactory,  and  they  would 
issue  short  time  notes,  running  for  two  or  three  years,  and  then 
would  find  that  the  bond  market  was  worse  than  when  the  bonds 
were  issued? 

Mr.  Cutler.  That  is,  to  an  extent,  true,  but  take  long  time  bonds: 
There  is  a  security  that  is  greatly  in  favor,  and  which  trustees  would 
like  to  buy. 

Senator  Gore.  But  the  demand  for  bonds  has  decreased  as  the 
rates  of  interest  have  increased;  but  do  you  not  think  there  has 
been  an  unfavorable  reaction  due  to  the  agitation  carried  on  in 
the  country  by  railroads  themselves  for  an  increase  in  rates?  I 
have  noticed  on  the  folders  of  the  railroads  advertising  matter  ap- 
pealing to  the  public  to  favor  an  increase  of  rates.  Has  not  all 
that  agitation  tended  to  depress  the  credit  of  the  railroads? 
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^Ir.  Ctyleij.  TTndoubtedly,  if  the  security  holder  feels  that  the 
rates  are  not  sufficient,  it  makes  him  skeptical.  Now,  all  that  talk 
ahont  the  railroads  beinc:  in  a  state  of  collapse  when  the  Govern- 
ment took  them  over — as  a  matter  of  fact  the  railroads  were  never 
in  a  more  highly  organized  and  efficient  condition  than  when  the 
Government  took  them  over. 

Senator  Gore.  If  the  railroads  had  been  allowed  to  pool  their 
traffic  and  earnings,  and  to  route  their  freight,  and  had  not  been 
harrassed  with  conflicting  preferential  orders,  do  you  not  think 
they  could  have  met  the  situation? 

Mr.  C'uYLKR.  I  think  they  could  have  met  the  situation  better  than 
the  Government  met  it. 

Senator  Gore.  The  Government  did  not  have  to  respect  the  anti- 
pooling  laws,  and  all  that? 

Mr.  Cutler.    No,  and  if  the  Government  had  been  embarrassed 
in  that  Avay,  the  proposition  would  have  broken  down. 
Senator  Gore.    I  think  so  too. 

Senator  Underwood.  If  you  will  allow  me  to  make  a  suggestion 
there,  Senator.  If  we  knew  the  value  of  the  railroads  in  advance  of 
legislation,  and  were  going  to  fix  that  value  at  so  many  billions  of 
dollars,  and  then  guarantee  a  fixed  return  of  four  or  five  or  six  per 
cent,  the  incentive  would,  to  some  extent,  undoubtedly  be  diminished 
as  to  the  efficiency  of  the  road? 
Senator  Gore.  Yes. 

Senator  Underavood.  But,  as  I  understand,  the  proposal  that  these 
gentlemen  make  is  not  for  Congress  at  this  time  to  arbitrarily  fix  the 
value  of  this  property,  but  to  leave  to  a  Government  board — what- 
ever it  may  be — the  right  to  determine  what  is  a  reasonable  rate  on 
the  value  of  that  property — some  might  call  it  "  invested  capital ;" 
some  might  say  "  on  the  capital  used,"  but  at  any  rate,  the  Commis- 
sion, or  the  Secretary  of  Transportation,  or  whoever  the  Government 
authorit}'-  might  be,  would  determine  what  was  a  reasonable  return 
on  that  property  invested;  and,  of  course,  that  question  would  re- 
solve itself  not  merely  around  the  question  of  the  actual  cost  of  the 
machinery  that  was  involved,  but  also  around  the  efficiency  and  the 
capacity  of  the  railroad  to  perform  its  service;  and,  therefore,  there 
would  be  an  incentive  to  render  as  efficient  and  satisfactory  service  as 
possible. 

Senator  Gore.  Would  it  be  your  idea.  then,  to  allow  the  roads  to 
retain  at  least  a  part  of  the  earnings  in  excess  of  the  guaranteed 
amount  ? 

Senator  Underavood.  Of  course,  that  Avould  be  a  matter  of  detail. 
Senator  Gore.  If  you  did  that,  undoubtedly  the  incentive  would 
remain. 

Senator  Underwood.  That  is  a  mere  matter  of  machinery.  The 
general  proposition  is  for  a  guaranteed  return. 

Senator  Gore.  If  thev  received  the  same  earnings  without  refer- 
ence to  efficiency,  the  effort  to  maintain  efficient  operation  would  dis- 
appear, because  they  would  only  be  interested  in  the  guarantee. 

Senator  T"''nderwood.  It  seems  to  me  that  the  value  of  the  road,  and 
its  opernting  ability,  would  be  among  the  things  that  would  come  be- 
fore the  board  that  fixed  the  reasonable  return:  and.  therefore,  the 
question  of  efficiencv  would  still  exist.  Of  course,  I  recognize  that 
Avith  a  fixed  flat  valuation  of  the  railroad,  and  a  flat  return,  there 
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Avoiild  be  no  incentive ;  but  that  is  not  the  proposal  that  is  before  us. 

Mr.  CcYLEu.  I  should  be  ver}^  sorry  to  see  any  legislation  that 
Avould  in  any  way  militate  against  efficiency  of  operation  of  the  rail- 
roads. 

Senator  Townsend.  I  want  now  to  emphasize  what  I  think  appears 
in  3^our  plan :  It  seems  to  me  that  you  have  devised  a  scheme  that 
would  properly  protect  the  railroads  and  their  employees,  but  it  oc- 
curs to  me  that  it  has  overlooked,  to  some  extent,  what  I  regard  as 
the  principal  object  of  maintaining  a  transportation  system,  and  that 
is  the  service  to  the  public.  lam  not.  and  have  not  been,  favorable  to 
Government  ownership,  because  I  felt  that  private  ownership  could 
be  properly  regulated;  but  it  seems  to  me  that  the  scheme  that  you 
have  presented  here  largely  ignores  the  people — the  public,  for  Avhom 
primarily  these  roads  were  built,  and  for  whom  they  should  be  oper- 
ated ;  that  it  has  left  them  rather  at  a  disadvantage.  That  is  the  way 
it  occurs  to  me. 

Mr.  Cutler.  We  have  felt.  Senator,  that  we  have  safeguarded  that 
by  the  appeal  to  the  Interstate  Commerce  Commission,  which  has 
the  judicial  power  to  protect  all. 

Senator  Townsend.  If  you  are  going  to  change  the  present  law — 
and  3^ou  assume  that  yon  are — although  I  do  not  see  that  you  have, 
particularly — but  you  assume  in  your  discussion  that  you  are  giving 
certain  powers  to  the  railroads  in  the  matter  of  the  payment  of 
wages,  and  in  other  matters  which  must  be  vital  in  determining  what 
the  people  shall  pay  for  the  use  of  the  railroads,  and  the  Interstate 
Commerce  Commission  has  nothing  to  do  with  that,  under  your 
definition  ? 

Mr,  Cutler.  If  we  can  not  agree  with  the  emplo3'ees  as  to  wages, 
for  instance,  we  provide  for  arbitration.  In  other  words,  we  have 
provided  a  scheme  bv  which  we  think  the  transportation  systems  of 
the  country  can  be  maintained  at  their  highest  efficienc3^  and  at  the 
same  time  that  the  rate  shall  not  go  be^^ond  the  point  where  the 
Interstate  Commerce  Commission  can  not  control  it. 

Senator  Townsend.  Do  you  think  3'ou  have  provided  any  very 
adequate  protection  for  the  public  interest  in  reference  to  the  capital 
used  or  employed  in  the  railroad  business  ? 

Mr,  Cutler,  We  think  we  have. 

Senator  Townsend,  I  did  not  hear  that,  but  it  occurs  to  me  that 
that  is  of  very  great  importance  to  the  public. 

Mr.  Cutler.  It  is  vital.  Senator. 

Senator  Townsend.  That  is,  to  know  how  j^ou  are  using  the 
capital,  what  your  capital  is,  and  whether  it  is  actually  invested  for 
the  public? 

Mr.  CuTi.ER.  We  have  provided  that  no  securities  shall  be  issued, 
except  by  consent  of  the  Secretary  of  Transportation,  on  his  cer- 
tificate. 

Senator  Toavnsend,  Is  there  any  appeal  from  his  decision  on  that  ? 

Mr.  Cutler.  I  think  not. 

Senator  TTnderwood.  Mr.  Cuyler,  in  3^our  plan  is  not  the  propo- 
sition of  allowing  you  to  initiate  the  rate  a  weakness  to  the  system 
you  propose,  rather  than  an  asset?  You  propose  that  you  shall 
initiate  the  rate,  subject  to  appeal,  and  then,  as  I  understand  it,  the 
rate  that  3'ou  initiate  goes  up  in  detail  to  the  Interstate  Commerce 
Commission  to  determine  whether  it  is  a  reasonable  and  just  rate 
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or  not,  in  detail.  On  the  other  hand,  you  are  contending  that  you 
are  entitled  to  a  budget  that  will  be  sufficient  to  maintain  your 
])roperty.  Now.  wlien  the  rate  goes  to  the  Interstate  Commerce 
Conuuission  in  detail,  how  is  that  commission  going  to  pass  on  what 
is  a  reasonable  budget?  Is  not  that  the  very  difficulty  from  which 
the  railroads  are  sutfering  to-day — that  the  question  is  passed  on  in 
detail  and  the  budget  is  not  before  them?  On  the  other  hand,  if 
the  law  provided  that  they  should  allow  you  a  budget  sufficiently 
large  to  meet  the  requirements  that  you  contend  for,  then  the  com- 
mission, or  whatever  body  would  determine  it,  could  pass  on  the 
reasonableness  of  the  budget,  and  not  on  the  reasonableness  of  the 
rate,  and  that  Avotld  be  more  of  a  guarantee,  it  seems  to  me,  of  what 
you  really  desire,  than  to  allow  them  merely  to  pass  on  the  reason- 
ableness of  specific  rates,  where  appeal  is  taken? 

Mr.  Cutler.  It  seems  to  me.  Senator,  that  the  only  difficulty  with 
a  budget  is  that  we  could  not  have  a  hard  and  fast  budget,  because 
the  transportation  conditions  change,  perhaps  monthly,  all  the  time. 

Senator  Underwood.  That  is  true,  but  if  the  power  to  fix  that 
budget  were  left  in  a  governmental  body,  that  body  would  be  just  as 
capable  of  fixing  the  reasonableness  of  the  budget  as  the  reasonable- 
ness of  the  rate? 

Mr.  Cutler.  I  simply  come  back  to  what  I  said  in  the  beginning, 
that  if  we  are  permitted  to  maintain  the  property,  and  to  provide 
adequate  transportation  facilities,  and  to  protect  our  investment, 
we  hav^e  no  quarrel  with  any  plan  that  may  be  devised  with  that 
end  in  view. 

Senator  Cummins.  Mr.  Cuyler,  I  made  a  comment  a  few  moments 
ago  to  the  effect  that  there  seemed  to  me  to  be  a  very  close  parallel 
between  the  plan  you  propose  and  the  plan  under  which  the  rail- 
roads are  now  being  operated,  and  that  the  essential  difference — 
the  only  one  that  I  see — is  that  we  now  give  to  the  railroads  a  defi- 
nite guaranty,  while  under  your  plan  the  guaranty  would  be  indefi- 
nite. I  want  to  get  your  views  about  one  or  two  things,  because 
easily  enough,  I  may  be  mistaken  in  my  conclusion. 

First,  you  propose  to  take  away  from  the  Interstate  Commerce 
Commission  its  administrative  and  executive  functions,  and  to  leave 
it  with  only  judicial  or  quasi-judicial  functions;  that  is  your  first 
proposition? 

]SIr.  Cutler.  Yes. 

Senator  Cummins.  And  you  propose  to  give  to  a  secretary  of 
transportation,  who  shall  be  a  Cabinet  officer,  and  not  a  permanent 
official,  the  administrative  functions  now  exercised  by  the  Interstate 
Commerce  Commission,  together  with  certain  other  functions  that 
you  specify  in  your  plan;  that  is  true,  is  it  not? 

Mr.  Cutler.  Yes  sir. 

Senator  CuMisriNS.  I  note  that  you  say  that  among  the  other 
powers  of  the  secretary  of  transportation,  "there  should  be — 

(a)  To  carefully  observe  the  transportation  needs  and  transportation  facili- 
ties of  the  coinitry.  and,  hy  suggestion  and  cooperation  with  the  carriers,  and 
by  recommendations  from  time  to  time  to  the  Interstate  Connnerce  Commission, 
in  respect  to  the  necessity  for  rates  and  revenues  adequate  to  provide  and  main- 
tain the  proper  service. 

And  so  on.    Now.  that  is  just  what  the  present  law  does,  is  it  not? 
Mr.  Cutler.  I  am  not  familiar  with  the  terms  of  the  present 
law. 
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Senator  Cummins.  It  o-ives  to  an  adnunistrative  or  an  executive 
officer  the  right,  and  imposes  upon  him  the  duty,  of  advising  a  judi- 
cial tribunal  with  respect  to  the  way  in  which  the  case  should  be 
decided  ? 

Mr.  Cutler.  I  am  not  familiar  enough  with  the  present  law  to  ex- 
press an  opinion  on  that,  Senator. 

Senator  Cummins.  Why  do  you  permit  in  your  phin.  as  the  law 
now  permits,  an  executive  officer  to  recommend  to  a  judicial  officer 
what  should  be  done? 

Mr.  Cutler.  We  feel  that  if  there  were  one  man,  and  he  a  Cabinet 
officer,  that  he  w^ould  be  so  imbued  with  the  importance  of  proper 
management  of  the  railroads,  that  he  would  keep  in  close  touch 
with  the  situation,  and  that  he  w^ould  be  much  more  easy  to  consult 
with  than  a  larger  body  would  be. 

Senator  Cummins.  Yes.  At  any  rate,  that  is  exactly  the  authority 
given  to  the  President  or  to  the  director  general  in  the  present  law, 
is  it  not? 

Mr.  Cutler.  Oh,  you  were  speaking  of  the  Federal  control  act? 

Senator  Cummins.  Yes. 

Mr.  Cutler.  I  thought  you  meant  the  Interstate  Commerce  act. 

Senator  Kellogg.  I  think  that  under  the  Federal  control  act  the 
director  general  absolutely  fixed  the  rates? 

Mr.  Cutler.  He  does. 

Senator  Cummins.  That  is  simply  in  issuing  them  and  putting 
them  into  effect,  but  when  a  case  comes  before  the  Interstate  Com- 
merce Commission,  the  director  general  is  given  authority  to  make 
certain  recommendations  or  certain  certificates,  which  are  expected 
to  control,  to  a  degree,  the  action  of  the  judicial  officers.  In  your 
paragraph  (h)  you  give  to  the  secretary  of  transportation  authority 
to  at  any  time  distribute  the  traffic  over  such  lines  and  routes,  and 
on  such  "terms  as  between  the  several  carriers,  as  he  finds  to  be  just 
and  reasonable  under  the  circumstances? 

Mr.  Cutler.  Yes. 

Senator  Cummins.  Now,  that  is  just  what  the  Federal  control  act 
gives  to  the  director  general,  is  it  not? 

Mr.  Cutler.  Yes. 

Senator  Cummins.  And  the  only  modification  with  regard  to  that 
is  that  you  suggest  there  should  be  an  appeal  to  the  Interstate  Com- 
merce Commission  from  the  action  of  the  secretary  of  transportation? 

Mr.  Cutler.  Yes,  sir. 

Senator  Cummins.  Under  what  rule  of  law,  or  by  what  guide 
w^ould  the  Interstate  Commerce  Conmiission  act  in  such  circum- 
stances ? 

Mr.  Cutler.  On  the  question  of  cost  of  operation,  the  Avages,  and 
the  return  on  the  capital. 

Senator  Cummins.  It  would  not  be  acting  judicially,  but  admin- 
istratively, would  it  not,'  under  such  circumstances? 

Mr.  Cutler.  I  take  it  that  it  Avould  be  a  judicial  review  of  the 
order  of  the  secretaiy  of  transportation. 

Senator  Cummins.  But  in  order  to  secure  a  judicial  review,  there 
must  be  some  law^  or  some  test,  or  some  standard.  Now,  what  would 
be  the  test  ? 

Mr.  Cutler.  The  test  would  be  whether  there  was  an  adequate 
return  to  meet  those  purposes. 
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Senator  Cummins.  The  only  test  would  be  whether  the  carrier  w^as 
able  to  properly  handle  the  traffic?  Now,  in  paragraph  (c)  you 
give  to  the  secretary  of  transportation  the  authority  to  require  a 
common  use  of  terminals  at  any  time  if  he  finds  it  to  be  in  the 
public  interest.  Now,  that  is  just  what  the  director  general  is 
authorized  to  do  under  the  present  Federal  control  act. 

Then  you  provide,  in  paragraph  (d)  that  in  cases  of  serious  na- 
tional emergency,  he  should  have  power  to  direct  that  during  the 
continuance  of  such  emergency  the  carriers  should  coordinate  their 
facilities  and  operations  and  operate  their  properties  as  a  unified 
national  systeni  on  such  terms  as  he  may  find  to  be  just  and  reason- 
able in  the  public  interest.  Proper  provision  should  be  made  for 
just  compensation  to  any  carrier  injured  thereby,  it  concludes. 

Now,  that  is  giving  to  the  secretary  of  transportation  a  power 
which  Congress  included  in  the  P'ederal  control  act,  and  you  propose 
that  the  secretary  of  transportation  shall  determine,  without  any 
appeal  or  anv  review,  when  a  "  national  emergency  "  has  arisen  and 
how  long  it  may  exist.  We  have  given  that  authority  during  the 
war,  but  without  defining  what  a  "  national  emergency "  is.  Do 
you  think  it  is  wise  to  give  such  power  as  that  to  the  secretary  of 
transportation  ? 

Mr.  CuYLER.  We  have  felt,  so  far  as  the  Federal  control  act  is 
concerned,  that  a  great  many  of  its  features  are  very  wise  provisions 
in  relation  to  the  railroads,  but  not  under  a  one-man  power. 

Senator  Cummins.  They  would  be  under  one-man  power  under 
such  circumstances,  would  they  not? 

Mr.  Cutler.  Yes,  but  only  in  case  of  such  emergency. 

Senator  Cummins.  And  a  "  serious  national  emergency  "  might  be 
held  to  be  an  inadequacy  of  transportation? 

Mr.  Cuyler.  We  would  have  no  objection  to  such  limitations  being 
put  in  there  as  would  prevent  that. 

Senator  Cummins.  If  the  secretary  of  transportation  felt  that 
thib  roads  were  not  performing  their  full  duty,  and  were  not  answer- 
ing their  full  responsibility,  he  could  make  perpetual  just  such  a 
situation  as  we  are  now  experiencing? 

Mr.  Cuyler.  If  that  is  so.  there  should  be  provisions  put  into  it 
that  would  properly  safeguard  against  that. 

The  Chairman.  The  hour  for  recess  having  arrived,  the  committee 
will  stand  adjourned  until  10  o'clock  tomorrow  morning,  at  which 
time  we  will  ask  you  to  appear  again,  Mr.   Cuyler. 

]Mr.  Cutler.  I  have  to  go  to  Philadelphia  to  preside  over  a  large 
meeting  to-night,  and  I  have  another  meeting  there  to-morrow. 

The  Chairman.  Are  any  of  these  other  gentlemen  who  will  appear 
here  entirely  competent  to  answer  questions  similar  to  those  you 
have  been  answering  ? 

Mr,   Cutler.   Oh.   entirely   so,  sir. 

The  Chairman.  Then,  will  that  be  satisfactory? 

Senator  Cummins.  Oh,  that  will  be  satisfactory  to  me ;  yes. 

The  Chairman.  Then  we  will  adjourn  now  until  10  o'clock  to- 
morrow morning. 

(Whereupon,   at   12.0.5    o'clock   p.   m.,   the   committee   adjourned 
until  Friday,  January  10.  1919,  at  10  o'clock  a.  m.) 
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FRIDAY,   JANUARY   10,    1919. 

United  States  Senate, 
Committee  on  Interstate  Comimerce, 

Washington^  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
Senator  Ellison  D.  Smith,  (Chairman)  presiding. 
The  Chairman.  The  committee  will  come  to  order. 
Mr.  Clark,  you  may  now  continue  your  testimony  before  the  com- 
mittee. 

STATEMENT  OF  MR.  EDGAR  E.  CLARK— Resumed. 

Commissioner  Clark.  Mr.  Chairman,  I  understood,  when  you  ad- 
journed the  other  evening,  that  some  of  the  members  of  the  commit- 
tee desired  to  interrogate .  me  further.  When  I  presented  the  two 
memorandums  from  the  Commissioners,  I  said  that  I  would  read 
them,  and  then  go  back  and  comment  on  them;  but  on  looking  over 
the  record,  I  find  that  practically  every  subject  on  which  I  had  in- 
tended to  comment  has  been  explored  by  inquires  from  members  of 
the  committee,  and.  therefore,  I  do  not  think  I  care  to  add  anything 
in  the  way  of  initial  comment. 

I  have  extracted  from  our  annual  reports,  and  from  some  of  our 
reports  in  cases,  expressions  of  the  commission  on  the  subject  of  su- 
pervision of  securities,  which  may  or  may  not  be  of  interest  to  the 
committee,  and  which  I  will  put  in,  or  not,  as  you  may  wish. 

The  Chairman.  We  will  be  very  glad  to  have  you  put  them  in. 

(The  matter  above  referred  to  appears  in  full  below  as  follows:) 

EXTRACTS  FROM  ANNUAL  REPORTS  AND  FORMAL  CASES  OF  THE  COMMISSION   RELATIVE 
TO    SECURITIES    OF   RAILROAD    CORPORATIONS. 

[Annual  Report  of  1908,  pp.  S4-S6.] 

A  second  ronsidprn  tion  whir-li  leads  the  commission  to  ui'se  npon  Congress 
provision  for  an  anthoritntive  valuation  of  railway  property  is  tlie  importance 
which  the  question  of  capitalization  has  assumed"  in  recent  years.  No  one  at 
the  present  time  can  say  whether  railways  are  undercapitalized  or  overcapi- 
talized :  or,  should  ob.iection  be  made  to  that  way  of  putting  the  question,  no 
one  can  say,  with  the  information  in  hand,  whicli  of  the  roads  are  undercap- 
italized and  which  are  overcapitalized.  A  valuation  adequate  to  the  problem 
in  hand  should  not  stop  with  the  simple  statement  of  an  amount:  on  the  con- 
trary, it  should  anal,vze  the  amount  ascertained  according  to  the  sources  from 
which  the  value  accrues,  and  show  the  economic  character  as  well  as  the  In- 
dusti-ial  sianifieance  of  the  several  forms  of  value.  In  no  other  way  is  it  possi- 
ble to  arrive  at  an  intelligent  understanding  of  that  complex  situation,  sug- 
gested by  the  phrase  "  railway  capitalization." 

******* 
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The  prohleiH  uf  railway  valuation  toufhes  the  figure  wlilfh  should  he  allowed 
as;  a  measure  of  the  corporate  investment  placed  at  the  service  of  the  publi ; 
the  proheleni  of  railway  capitalization,  on  the  other  liand,  as  that  word  has 
(Millie  to  he  understood,  pertains  to  the  amount  of  securities  that  should  be  issued 
hy  a  corporation  and  distributed  to  investors  as  the  evidence  and  measure  of 
their  respective  interests.  What  interest,  if  any,  has  the  public  in  the  amount 
and  the  kinds  of  securities  issued  by  public  service  corporations? 

The  reasonable  limit  of  stock  and  bond  issues,  from  the  point  of  view  of 
sound  corporation  finance,  is  plain.  No  conservative  management  will  increase 
securities  beyond  the  ability  of  assured  earnings  to  support  the  increased  In- 
terest charges  or  dividend  payments.  To  go  beyond  this  would  be  to  enter  the 
domain  of  speculation.  There  may  be  cases  in  -which  it  is  wise,  even  in  the  in- 
terest of  investors,  to  draw  securities  against  future  expectations,  but  speaking 
generally,  and  from  the  public  point  of  view,  it  is  better  that  a  corporation  whose 
solvency  depends  upon  the  use  of  speculative  securities  should  acknowledge  at 
once  the  necessity  of  reorganization,  rather  than  that  the  fund  of  the  country's 
assured  ci'edits  should  be  diluted  by  Injecting  into  it  paper  of  a  speculative 
character.  This  assumption  must  approve  itself  to  every  observer  of  business 
conditions  who  appreciates  the  importance  of  a  stable  fund  of  business  credits, 
and  if  Congress  believes  it  within  the  sphere  of  the  Government  to  take  official 
notice  of  the  distress  and  suffering  incidental  to  commercial  crises  and  business 
depressions,  it  can  not  proceed  far  along  such  a  line  of  thought  without  being 
forced  to  recognize  that  the  amount  and  character  of  corporate  securities  is  an 
Important  element  in  the  situation. 

The  direct  interest  of  the  commission  in  the  matter,  however,  arises  from 
the  fact  that  Congress  has  made  this  body  a  tribunal,  when  complaint  is  made, 
for  inquiring  into  the  reasonableness  of  railway  rates.  It  has  frequently  been 
urged  that  capitalization  exercises  no  influence  upon  rates,  but  such  an  asser- 
tion is  at  best  a  partial  truth.  When  one  holds  in  mind  how  persistently  the 
courts  oppose  the  enforced  approach  of  railway  tariffs  to  the  line  of  confisca- 
tion ;  when  one  comes  to  realize  how  eager  the  carriers  are  to  restore  to  their 
proiierty  accounts  the  value  of  the  improvemenfs  of  past  years  paid  for  out 
of  revenues ;  when  one  clearly  understands  that  so  long  as  railways  which 
operate  on  different  levels  of  cost  continue  to  compete  for  the  same  traffic, 
there  must  result  a  permanent  differential  profit  to  the  more  fortunate  road ; 
and,  finally,  when  one  reflects  upon  the  fact  that  securities  once  issued  are  ordi- 
narily beyond  recall  and  beyond  control,  it  is  tiiflicult  to  see  how  one  can  assert 
that  the  kind  and  amount  of  securities  issued  by  a  public  service  industry  have 
no  bearing  on  the  problem  of  railway  tariffs  as  that  problem  must  be  regarded 
by  the  commission  and  by  the  courts.  It  is  in  fact  the  setting  in  which  the 
problem  is  most  frequently  submitted  for  judicial  consideration. 

The  commission  desires  to  avail  itself  of  this  opportunity  of  expressing  to 
Congress  its  judgment  that  some  adequate  method  of  Federal  t'ontrol  over 
railway  capitalization  is  required  by  the  interests  involved. 

[Annual  Report  of  1909,  pp.  8,  9.] 

The  need  of  exercising  control  over  railway  capitalization  is  again  urged 
upon  the  attention  of  the  Congress.  Upon  this  subject,  constantly  increasing 
in  importance,  we  can  not  better  express  our  views  than  by  quoting  the  follow- 
ing from  our  last  annual  report. 

(Here  follows  above  quotation  from  1908  report.) 

[Annual   Report   of   1910,   pp.    35-36.] 

We  have  set  forth  in  T>revious  reports  the  reasons  which  have  actiuited  us 
in  recommending  reasonable  control  of  railway  capitalization,  and  without  here 
repeating  the  same,  we  deem  it  proper  to  add  that  subsequent  observation 
and  experience  confirm  our  conviction  as  to  the  wisdom  and  urgent  need  of 
proper  legislation  for  this  purpose. 

In  view  of  the  action  taken  by  Congress  in  providing  for  a  special  com- 
mission for  the  investigation  of  the  questions  involved  in  the  Federal  control 
of  the  issues  of  stocks  and  bonds  by  interstate  carriers,  it  may  be  proper, 
merely  as  a  matter  of  information,  to  call  attention  to  a  few  of  the  provisions 
in  the  uniform  system  of  accounts  pronuil?iated  by  the  connnission  which 
bear  directly  or  indirectly  upon  the  question  in  hand. 

First.  The  construction  accounts  promulgated  by  the  commission  lay  down 
the  rule  that  all  charges  to  property  should  be  the  money  value  and  not  the 
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debt  ViiUie  of  the  transactions  recorded.  This  means  that  so  far  as  construc- 
tion accounts  are  controlled  by  the  commission's  orders,  the  "cost  of  property," 
which  is  the  first  item  on  the  asset  side  of  the  balance  sheet,  must  be  the  cost 
in  money  and  not  tlie  cost  in  debt.  The  beneficial  effect  of  thi.s  rule  is  limited 
by  the  fact  that  the  jurisdisction  of  the  connnission  does  not  extend  to  con- 
struction companies,  nor  does  there  seem  to  be  any  feasible  means,  without 
further  leirislation,  of  controUiiifj  chariies  to  the  property  accounts  of  a  carrier 
which  represent  a  lump  sum  for  the  purchase  of  constructed  properties. 
Further  le.uislation  by  Congress  is  required  before  the  purpose  of  the  rule  above 
recited  cau  be  completely  realized. 

Second.  The  accounfin?  rules  promulgated  by  the  commission  further  pro- 
vide that  all  additions  and  betterments,  regardless  of  the  source  from  which 
the  money  to  pay  for  such  additions  and  betterments  may  be  derived,  shall  be 
maile  a  charge  to  the  property  account.  The  purpose  of  this  rule  is  to  prevent 
the  accunudation  of  what  have  sometimes  been  called  "secret  reserves"  and 
thus  obviate  the  danger  of  having  these  reserves  restored  to  the  books  at  some 
future  time  and  made  the  basis  of  siieculative  manipulations. 

Ttiird.  The  accounting  orders  of  the  commission  require  that  all  additions 
and  betterments  paid  for  out  of  revenues  rather  than  from  the  proceeds  of 
securities  sold  should  be  set  up  on  the  liability  side  of  the  balance  sheet  as  a 
specific  item.  This  raises  at  once  the  question  of  the  equity  in  the  value  of 
such  improvements.  Is  this  an  equity  of  the  stockholder  or  of  the  public?  On 
this  point  the  commission  expresses  no  opinion;  it  does,  however,  in  the  system 
of  accounts  promulgated  require  that  the  amount  of  such  improvements  be 
separately  stated  in  order  that  when  the  question  of  increased  capitalization  is 
under  consideration,  whether  by  stock  dividend  or  otherwise,  the  amount  in- 
volved will  be  a  definite  and  not  an  uncertain  amount. 

Quite  a  numlier  of  other  points  might  be  named  bearing  upon  the  general 
question  of  the  control  of  the  issue  of  stocks  and  bonds,  but  sufficient  has  been 
said  to  make  clear  the  statement  that  the  commission's  system  of  accounts  has 
been  drawn  in  full  recognition  of  the  possibility  that  it  may  be  used  in  the 
administration  of  a  law  which  shall  give  to  some  Federal  body  supervisory 
control  of  capitulation. 

[Annual  Report  of  1911,  pp.  92-94,  96,  97.] 

In  our  last  anniial  report  we  stated  some  considerations  in  support  of  Federal 
control  of  railway  cai:)italization  as  follows. 

(Here  follows  above  quotation  from  1910  report.) 

In  regard  to  the  control  of  capitalization  the  above  reference  to  previous 
utterances  of  the  commission  may  suffice.  Pursuant  to  an  act  of  Congress,  the 
President  has  appointed  a  special  commission  to  investigate  the  entire  subject 
of  railway  securities.  We  are  advised  that  the  report  of  the  railroad  securities 
commission  will  be  submitted  to  this  Congress,  and  for  that  reason  we  refrain 
from  a  more  extended  discussion  of  the  subject  of  capitalization  in  the  present 
annual  report. 

******** 

The  act  requires  that  the  annual  report  shall  contain  such  recommendations 
as  to  additional  legislation  relating  to  the  regulation  of  commerce  as  the  com- 
mission may  deem  necessary. 

6.  To  provide  for  the  regulation  and  control  of  capitalization  and  suitable 
provisions  for  the  valuation  of  railway  property. 

[Annual  Roport  of  1912,  pp.  70,  71.] 

In  previous  reports  the  commission  has  called  the  attention  of  Congress 
to  the  desirability  of  legislation  upon  various  subjects;  among  others,  a 
physical  valuation  of  railroads,  a  uniform  classification,  a  more  explicit  defini- 
tion of  the  authority  of  this  commission  over  telegraph  and  telephone  lines, 
and  control  over  railway  capitalization.  We  here  renew  our  previous  recom- 
mendations without  taking  time  to  restate  the  reasons  already  given. 

[Annual  Report  of  1913,  p.  82.] 

In  previous  reports  the  commission  has  indicated  the  desirability  of  legisla- 
tion upon  the  subject  of  control  over  railway  capitalization.  Without  at- 
tempting to  add  to  the  reasons  previously  advanced,  we  renew  those  recom- 
mendations. 
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[Annual  Report  of  1014,  p.  65.] 

For  the  reasons  stated  in  our  last  and  previous  annual  reports  we  renew 
our  reconiniendatioiis  therein  contained,  to  the  effect — 

*  *  *  *  *  *  * 

That  there  should  he  appropriate  and  adequate  legislation  upon  the  subject 
of  control  over  railway  capitalization. 

[Annual  Report  of  1015,  p.  G9.] 
(Same  as  in  report  of  1914.) 

[Annual  Report  of  1916,  p.  92.] 
(Same  as  in  reports  of  1914  and  1915.) 

[Annual  Report  of  1917,  p.  69.] 
(Same  as  in  reports  of  1914-10.) 

[Annual  Report  of  1918,  p.  3.] 

If  the  policy  of  private  ownership  and  operation  under  regulation  is  con- 
tinued, the  following  sub.1ects  will  require  legislative  consideration  *  *  * 
(3)   Regulation  of  issues  of  securities. 

[Consolidation  and  Combinations  of  Carriers,  12  I.  C.  C,  277,  306.] 

The  time  has  come  when  some  rea.sonable  regulation  should  be  imposed 
upon  the  issuance  of  securities  by  railways  engaged  in  interstate  commerce. 
We  are  aware  that  in  the  construction  of  new  lines  of  railway,  developing 
new  territory,  it  has  been  necessary  in  many  instances  to  sell  railway  securi- 
ties at  large  discount,  and  to  sell  bonds  with  stock  bonuses,  and  even  in  such 
cases  it  has  many  times  been  difficult  to  raise  the  necessary  capital.  Men  will 
not  invest  their  money  and  take  the  risk  for  small  rates  of  interest. 

But  this  principle  does  not  apply  to  old  established  railway  systems  having 
good  credit.  Such  railways  should  be  prevented  from  inflating  their  securities 
for  merely  speculative  purposes.  Railroads  should  be  encouraged  to  extend 
their  systems  and  develop  the  country.  It  is  of  the  iitniost  importance  also 
that  railway  securities  should  be  safe  and  conservative  investments  for  the 
public,  and  should  yield  good  and  ample  return  for  the  money  invested.  Rea- 
sonable regulation  will  tend  to  make  them  safer  and  more  secure  investments, 
and  thereby  benefit  not  only  the  railway  companies  but  the  public. 

■:       .  [The  New  England  Investipration,  27  L  C.  C.  560,  618. ]• 

In  conclusion  this  conunission  desires  to  call  attention  to  one  lesson  from 
this  investigation  of  national  application. 

No  student  of  the  I'ailroad  pi-oblem  can  doubt  that  a  most  prolific  source  of 
financial  disaster  and  complication  to  railroads  in  the  past  has  been  the  desire 
and  abilit.v  of  i-ailroad  managers  to  engage  in  enterprises  outside  the  legiti- 
mate oi)eration  of  their  railroads,  especially  by  the  acquisition  of  other  railroads 
and  their  securities.  The  evil  which  results,  first,  to  the  investing  public,  and, 
finally,  to  the  general  public,  can  not  be  corrected  after  the  transaction  has 
taken  ])lace:  it  can  be  easily  and  effectively  iirohibited.  In  our  opinion  the 
following  propositions  lie  at  the  fountain  of  all  adequate  regulation  of  inter- 
state railroads: 

1.  Every  interstate  railroad  should  be  prohibited  from  expending  money  or 
incurring  liability  or  acquiring  property  not  in  the  operation  of  its  railroad  or 
in  the  legitimate  improvement,  extension,  or  development  of  that  railroad. 

2.  No  interstate  railroad  should  be  permitted  to  lease  or  purchase  any  other 
railroad,  nor  to  acquire  the  stocks  or  securities  of  any  other  railroad,  nor  to 
guarantee  the  same,  directly  or  indirectly,  without  the  approval  of  the  Federal 
Government. 

3.  No  stocks  or  bonds  should  be  issued  b.v  an  interstate  railroad  excei)t  foi' 
the  ])urposes  sanctioned  in  the  two  preceding  paragraiihs.  and  none  should  be 
issued  Mithout  the  approval  of  the  Federal  Government. 

It  ma.v  be  nnwis(^  to  attempt  to  specify  the  price  at  which  and  the  maimer 
in  which  railroa<l  stocks  and  securities  shall  be  disposed  of.  but  it  is  easy  and 


EXTENSION   OF   GOVERNMENT  CONTROL  OF   RAILROADS.         343 

safe  to  define  the  purpose  for  which  they  may  be  issued  and  to  confine  the  ex- 
penditure of  tlip  money  realized  to  that  purpose.  That  sucli  a  measure  of 
reirulation  is  necessary,  and  that  it  can  only  be  administered  through  Ihe  Na- 
tional Government,  is  the  necessary  conclusion  from  the  facts  developed  in  this 
proceed  in. ir. 

[Financial  Relations,  etc.,  L.  &  N.  R.  R.  Co.,  33  I.  C.  C,  168,  172.] 

The  above  facts  illustrate  the  manner  in  which  permanent  improvements  on 
the  Louisville  &  Nashville  have  in  the  past  to  a  large  extent  been  made  out  of 
earnings  and  subse(]uently  charged  to  the  capital  account.  As  the  commission 
in  its  animal  reports  has  previously  pointed  out,  only  by  the  fullest  publicity 
and  public  supervision  of  stock  and  bond  issues  may  such  increasing  of  the 
capital  accounts  of  carriers  at  the  expense  of  the  public  be  prevented. 

[Financial  Transactions.  C,  R.  I.  &  T.  Ry    Co.,  36  I.  C.  C,  43,  61.] 

By  this  case  the  need  of  some  limitations  on  the  issuance  of  stocks  and  bonds 
by  conunon  carriers,  whether  directly  or  through  holding  company  devices  or 
otherwise,  is  again  demonstrated. 

[Teie  Marquette  R.  R.  Co.  and  C.  H.  &  D.  Ry.  Co.,  44  I.  C.  C,  1,  222.] 

The  ('xi)l()itation  in  1903,  1904  and  1905  of  the  Pere  Marquette  and  the 
Cincinnati,  Hamilton  &  Dayton  was  not  an  incident  of  railroad  construction. 
The  properties  had  long  been  established.  Whatever  control  or  regulation  of 
the  issue  of  railroad  securities  was  exercised  by  the  States  in  which  these 
roads  oi)ei'atp  was  inadequate  to  prevent  the  exploiting  or  to  forestall  subse- 
quent hasty  and  unwise  reorganization.  To  this  extent  that  these  flotations 
ultimately  lodged  in  the  hands  of  innocent  investors,  whether  here  or  abroad, 
the  jiublic  was  deeply  wrong.  Whatever  control  or  regulation  was  liad 
of  the  properties  and  operations  of  the  two  roads  was  not  sufficient  to 
keep  them  in  condition  to  satisfactorily  serve  the  population  dependent  upon 
them.  The  result  has  been  the  same  with  each ;  financial  disaster  to  the 
carriers,  serious  loss  to  the  holders  of  their  securities,  deterioration  of  their 
physical  properties,  and  a  marked  impairment  of  ability  to  perform  their  func- 
tions as  public  servants. 

******* 

Can  the  like  of  what  has  befallen  these  two  roads  be  made  impossible  here- 
after? Perhaiis  not  entirely,  so  long  as  financial  circles  continue  complaisant 
toward  financial  exploitations  which  prove  successful.  But  it  will  help  if 
minority  stockholders  are  more  watchful  of  their  interests  and  if  bondholders 
assert  their  rights  before  their  security  fades  away  for  lack  of  upkeep,  purposely 
neglected  in  order  to  pay  interest  and  dividends  unearned.  It  would,  in  our 
opinion,  render  such  exploitation  more  difficult  if  the  issuance  and  marketing  of 
fill  securities  of  common  carriers  were  subject  to  Federal  regulation.  As  to 
that  we  renew  the  recommendations  repeatedly  made  to  the  Congress  in  our 
annual  rejiorts. 

[Tlie  Wabash  Pittsburgh   Terminal   Investigation,   48   I.    C.   C,   96,   144.] 

This  case  illustrates  again  the  great  need  for  control  of  security  issues  and 
emphasizes  the  wisdom  of  the  conunission's  requirement,  which  has  been 
in  effect  since  1907,  that  the  charges  to  the  accounts  reflecting  the  carriers' 
investment  in  road  and  equipment  shall  be  based  upon  the  cash  cost  of  the 
property. 

[Proposed  Increases  in   New  England,  49  I.   C.  C,  421,  434.] 

Until  this  commission,  or  some  other  governiuental  body  with  adequate 
powei-,  pei'manently  controls  the  issue  of  carrier  securities,  and,  within 
rea.sonable  limitations,  the  application  of  the  proceeds  thereof,  stockholders 
and  other  investors  in  carrier  securities  are  certain  from  time  to  time  to 
be  subjected  to  such  perils  of  mismanagement  and  resultant  losses  as  have 
accrued  to  the  stockholders  of  the  New  Haven,  the  Rock  Island,  the  Pere 
IMarquette.  the  Cincinnati,  Hamilton  &  Dayton,  and  others.  We  say  this 
with  reference  to  future  conditions,  not  overlooking  the  adequate,  but  tem- 
porary, safeguards  now  obtaining  under  Federal  control. 

After  a  railroad  corjioration  like  the  New  Haven  and  some  of  our  other 
well-locateil  nnd  prosperous  railroads  has  had  a  long  career  of  business  success, 
and  reasonablv  safe  in;inagenient.   its  stock  l)ecoines  widely  distributed   among 
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iiivostors  wlio  it.-iy  little  or  no  attention  to  guarding  their  investments.  But 
this  situation,  fraught  with  grave  danger  to  he  invesing  public,  is  one  with 
wiiich  the  ('ongress  must  deal.  As  the  law  now  is,  this  commission  is  power- 
less to  afford  any  real  remedy  for  past  misdoings  or  in  the  future  to  protect 
other  similar  bodies  of  stockholders  from  depredations  and  losses  of  an 
analogous  kind.  AVe  can  do  no  more  than  investigate  and  condemn  after  the 
evil  has  been  accomplished,  and  make  a  "  report "  of  losses  and  sufferings 
which  we  wei-e  powerless  under  the  law  to  prevent.  Private  capital  invested 
in  carrier  companies  can  not  be  generally  safe  under  such  lack  of  security  regu- 
lation as  has  existed  prior  to  Federal  control. 

This  commission  has  frequently  in  its  annual  reports  to  Congress  urged  the 
necessity  of  remedial  legislation  along  the  lines  indicated  above. 

The  Chairman.  Mr.  Clark,  complaint,  or  at  least  reference,  was 
made  yesterday  to  the  delays  of  the  Interstate  Commerce  Commis- 
sion in  passing  upon  certain  rates  and  complaints  which  come  before 
the  commission  I  would  like  for  you  to  state  to  the  committee  why 
all  these  delays,  which  are  said  to  be  so  vexing  and  disastrous, 
should  occur,  and  what  is  your  view  with  respect  to  a  remedy  for 
such  delays. 

Commissioner  Clark.  I  am  reminded  of  a  comment  a  gentleman 
made  yesterday  afternoon  in  argument  before  the  commission.  In 
answering  the  argument  of  the  representative  of  the  other  side, 
said  he  was  reminded  of  a  headline  in  a  London  paper — 
"  Important  if  true !  "  I  will  begin,  Senator,  by  saying  that  if  any 
tribunal,  or  even  if  an  individual,  is  to  pass  upon  the  reasonableness 
and  propriety  of  proposed  rates  before  they  are  made  effective,  it 
involves  necessarilj'  time  in  which  to  present  the  opposing  views  and 
the  facts,  and  time  in  which  to  analyze  the  record  and  to  consider  it; 
and  the  length  of  that  time  depends  altogether  upon  the  importance 
of  the  case. 

The  Chairman.  Is  your  commission  so  organized  that  when  these 
proposed  changes  in  rates  are  presented  to  you,  you  address  your- 
selves immediately  to  the  subject? 

Commissioner  Clark.  We  think  that  we  address  ourselves  with 
reasonable  promptness  to  it ;  and,  with  the  exception  of  the  Five  Per 
Cent  case,  I  do  not  think  there  is  any  room  to  complain  of  delay 
on  the  part  of  the  commission.  That  case  did  take  a  long  time,  and 
it  took  a  very  wide  range.  The  commission  determined  to  em- 
ploy special  counsel  in  that  case,  and  a  great  many  questions  were 
brought  in  and  investigated,  and  the  proceeding  was  long,  and  it 
took  a  good  while  for  the  commission  to  decide  it.  That,  however, 
has  not  been  true  of  subsequent  cases.  The  Fifteen  Per  Cent  case 
was  not  delayed  by  the  commission.  I  think  it  was  settled  with  as 
much  expedition  as  could  ever  be  expected  in  a  case  of  that  im- 
portance, and  covering  the  field  that  it  covered. 

One  great  trouble  with  these  things  is  the  expression  of  opinion 
by  people  who  do  not  base  their  opinions  on  knowledge  of  the  facts 
or  a  consideration  of  anything  but  the  thought  uppermost  in  their 
minds  at  the  moment.  I  have  read  in  the  morning  expressions  from 
officials  of  railroads  who  were  impatient  at  the  delay  of  the  com- 
mission, and  on  that  same  day  have  listened  to  appeals  from  counsel 
for  railroads  in  the  case  in  question  for  further  time  in  which  to 
prepare;  so  that  it  has  two  sides.  But  a  tribunal  that  is  charged 
with  the  responsibility  of  investigating  and  deciding  a  question  of 
that  kind  must,  necessarily,  desire  to  do  it  right — to  make  its  de- 
cision sound — and  it  seems  to  me  as  inconsistent  to  say  that  a  tribunal 
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of  that  sort  shall  make  a  decision  within  a  specified  time  as  it  would 
be  for  the  Senate  to  tell  this  committee  to  make  up  its  mind  and 
report  a  bill  on  a  given  date.  There  will  necessarily  be  sorne  delays ; 
and  when  I  say  "delays"  I  mean  there  will  be  necessarily  a  con- 
sumption of  time  in  considering  these  questions,  so  long  as  there  is 
to  be  an  investigation  of  rates  before  they  become  effective,  and  the 
only  way  to  avoid  it  is  to  abandon  that  effort. 

The  Chairiman.  You  have  been  on  the  commission  a  good  number 
of  years,  and  your  experience  in  these  matters  leads  you  to  believe 
that  there  has  been  no  unnecessary  delay  in  the  handling  of  these 
matters,  does  it? 

Commissioner  Clark.  Except  as  I  have  stated;  and  wdien  I  say 
"  unnecessary  delay  "  I  do  not  mean  to  be  understood  as  saying  that 
the  delay  in  the  Five  Per  Cent  case  was  unnecessary.  I  think  prob- 
ably we  made  the  mistake  of  carrying  that  matter  out  into  branches 
of  inquiry  that  were  not  squarely  at  issue,  and  which  did  consume 
more  time  than  we  would  consume  again  on  a  case  of  that  kind. 

Senator  Cummins.  The  chief  delay  is  the  time  consumed  in  getting 
the  testimony  in  before  you  ? 

Counnissioner  Clark.  Yes,  sir;  the  principal  delay  is  in  getting 
the  case  submitted. 

Senator  Cummins.  And  that  time  is  consumed  by  the  respective 
sides  of  the  controversy? 

Commissioner  Clark.  Yes,  sir. 

Senator  Cummins.  In  endeavoring  to  inform  the  commission  with 
regard  to  the  facts? 

Commissioner  Clark.  Yes,  sir. 

Senator  Cummins.  Of  course,  if  one  man  decides  a  controversry 
without  any  hearing  at  all,  he  can  decide  it  rather  promptly? 

Connuissioner  Clark.  Oh,  yes. 

Senator  Cummins.  And  that  reminds  me.  I  refer  you  to  what  is 
known  as  General  Order  No.  28,  which  upset  all  the  rates  of  the 
country.  The  Railroad  Administration  has  been  continuously  en- 
gaged since  that  time  in  modifying  and  seting  aside  parts  of  that 
order,  has  it  not? 

Commissioner  Clark.  Yes,  sir;  and  that  has  been  true  in  every 
case  where  any  general  increase  in  rates  has  been  made  in  a  hurry. 
I  approved  j^esterday,  or  voted  to  approve,  an  application  for  au- 
thority to  increase  a  rate  to  correct  a  clerical  error  which  was  made 
in  establishing  rates  under  our  order  in  the  Fifteen  Per  Cent  case ;  and 
the  error  was  perpetuated  by  increasing  it  a  percentage  under  the 
Director  General's  Order  No.  28,  and  now  it  is  discovered  that  a  year 
or  a  year  and  a  half  ago  there  was  a  clerical  error,  which  is  now 
obvious.  It  was  there  all  the  time,  but  it  had  not  been  discovered. 
That  is  a  very  common  thing,  that  we  receive  applications  for  the 
commission  to  correct  clerical  errors  that  have  been  in  the  tariffs 
for  two  years  or  more. 

Senator  McLean.  Who  is  responsible  for  those  errors? 

Commissioner  Clark.  The  compilers  of  the  tariffs.  I  am  not 
speaking  in  criticism,  but  these  questions  are  more  complex  and 
difficult  that  the  average  person  appreciates.  It  is  a  very  common 
thing  for  the  carriers  to  require — and  we  recognize  the  reasonablo- 
ness  of  the  requirement — months  in  which  to  check  out  and  file  a 
readjustment  of  rates  under  an  order  of  the  commission. 


346  EXTENSION    OF    GOVERNMENT   CONTROL   OF   RAILROADS. 

The  Chairman.  Mr.  Clark,  is  it  not  true  that  the  rate  structure  is 
so  interrelated  that  any  appreciable  change  in  any  rate  situation 
affects  all  the  rate  structure? 

Commissioner  Clark.  AVell,  I  would  not  say  that  it  would  affect 
all  of  them,  Senator;  but  it  is  true  that  if  you  change  the  adjustment 
on  one  commodity,  it  frequently  disturbs  the  adjustment  on  other 
commodities  that  are  competitive  and  analogous.  If  you  change- 
the  adjustment  in  one  locality,  it  affects  the  adjustment  in  other 
localities. 

The  Chairman.  That  was  the  idea  that  I  had  in  mind. 

Commissioner  Clark.  And  speaking  not  as  of  the  moment,  but 
under  normal  conditions,  it  was  impossible  to  change  a  rate  on  grain 
between  any  two  important  points  east  of  the  Missouri  Eiver  without 
affecting  practically  all  of  the  rates  on  grain,  because  of  the  highly 
competitive  condition  and  situation  as  between  carriers  and  between 
grain  markets. 

Senator  McLean.  Mr.  Clark,  it  has  been  generally  understood 
that  the  Interstate  Commerce  Commission  had  so  much  to  do  that,  of 
necessity,  many  important  matters  had  to  be  postponed  or  delayed ; 
and  now  there  is  a  project  for  increasing  the  membership  of  the  com- 
mission in  order  that  the  commission  may  be  relieved,  and  that  the 
work  may  be  more  expeditiously  handled. 

Commissioner  Clark.  Yes;  we  requested  an  enlargement  of  the 
commission,  coupled  with  authority  to  subdivide  and  to  work  in 
subdivisions,  partially  for  that  reason  and  partially,  and  veiy  largely, 
for  the  reason  that  these  valuation  questions  were  coming  on;  and, 
as  I  said  to  this  committee  at  that  time,  it  was  physically  impossible 
for  any  man  to  perform  the  duties  devolving  upon  a  commissioner. 
under  the  prime  and  original  purposes  of  the  act,  and  at  the  same 
time  to  acquaint  himself  fully  with  the  principles  and  details  of 
valuation  matters. 

Whether  or  not  there  are  enough  commissioners;  whether  or  not 
there  are  enough  subdivisions  at  the  present  time,  no  one  can  say, 
because  that  plan  has  not  had  a  fair  tr}'^  out.  We  ran  into  very  ab- 
normal conditions  immediately  after  it  was  put  into  effect,  and  have 
been  in  them  ever  since.  Now,  that  leads  me  to  say  that  if  the  ideas 
which  we  have  suggested  here  be  adopted,  and  if  the  commission 
should  be  charged  with  any  duty  of  supervision  of  capitalization, 
my  own  impression  is  that  it  would  necessitate  building  up  a  new 
bureau  or  subdivision  of  the  commission;  because  I  think  that  is  a 
subject  to  which  a  subdivision  of  the  commission  should  devote  its 
entire  time  and  not  have  to  think  of  anything  else ;  and  I  think  there 
would  be  enough  applications  to  occupy  fully  their  time;  and,  of 
course,  like  the  matter  of  rate  adjustment,  no  careful  man  or  com- 
mission or  subdivision  of  a  commission  would  pass  upon  a  question 
of  that  kind  without  going  to  the  bottom  of  the  facts,  and  without 
fully  understanding  what  was  proposed,  and,  so  far  as  humanly 
possible,  the  future  effect  of  it. 

Senator  Watson.  The  commission  now  divides  up  into  subcom- 
mittees ? 

Commissioner  Clark.  Yes. 

Senator  Watson.  And  the  subcommittee  hears  and  reports  to  tlie 
full  commission? 
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Coinmissionei"  Clark.  Xo,  it  decides  it. 
Senator  Watson.  The  subconiniittee  finally  decides  it? 
Commissioner  Clark.  Yes. 

Senator  Watson.  I  remember  something  of  the  discussion  at  the 
time. 

Connnissioner  Clark.  That  is,  it  is  authorized  to  do  so,  and  many 
cases  are  disposed  of  in  that  way.  In  a  case  involving  some  novel 
question  not  theretofore  decided  by  the  commission,  the  subdivision 
naturally  says.  "  Here  is  a  case  upon  which  the  commission  ought 
to  pass,"  and  it  is  brought  before  the  full  commission. 

Senator  Watson.  The  present  railroad  administration  has  a  divi- 
sion of  finance  and  purchase^  one  division  of  operation,  one  of  traffic, 
and  one  to  consider  legal  matters;  one  on  labor, one  on  capital  expen- 
ditures, and  one  on  public  service  and  accounting.  What  would  you 
think  of  that  kind  of  an  organization,  subordinate  and  subsidiary 
to  the  commission  itself?  For  instance,  a  matter  comes  up  having 
reference  to  finances.  You  have  a  man  at  the  head  of  that  par- 
ticular department,  under  you — not  on  the  commission,  but  subordi- 
nate to  the  commission — and  he  and  his  aides  take  up  and  consider 
that  whole  question  and  finally  report  to  the  commission,  which 
finally  decides  it.  Now,  it  occurs  to  me  that  the  difficulty  is  not 
with  the  connnission,  or  with  the  jurisdiction  of  the  commission,  but 
v\-ith  the  machinery  of  the  commission.  That  is  to  say,  that  you  have 
not  enough  machinery,  or  it  is  not,  in  some  way  or  other,  properly 
organized  to  secure  the  most  effective  results  in  the  least  time.  Now. 
if  that  be  true,  would  not  some  such  organization  as  that  be  helpful 
to  you? 

Commissioner  Clark.  I  think  so.  Senator.  The  theory  of  the  law, 
however,  is  that  the  commission  shall  decide  these  things — and  the 
"  commission "  is,  of  course,  the  commissioners.  It  has  been  run- 
ning in  my  mind  that  the  proper  way  to  deal  with  these  various  sub- 
jects is  through  subdivision,  leaving  the  subdivision  to  which  the 
subject  is  referred  with  power  to  deal  with  it ;  not  only  to  investigate 
it  and  analyze  it,  but  to  decide  it.  That  puts  the  responsibility  for 
decision  upon  the  man  who  does  the  investigating.  If  a  small  num- 
ber of  commissioners  were  charged  with  the  responsibility  of  deter- 
mining all  these  questions  through  subordinate  officers,  such  as  you 
suggest,  it  would  be  impossible  for  them  to  go  into  the  details  and 
to  analyze  each  matter  personally;  and  it  would  resolve  itself,  I  am 
afraid,  into  the  necessity  for  taking  the  judgment  of  that  officer; 
while  I  think  that  the  judgment  of  a  subdivision  of  the  commission 
that  was  studying  that  subject,  would  be  better.  And  so  my  idea 
of  the  organization  would  be  to  have  a  subdivision  of  the  commission 
that  would  deal  with  the  questions  of  capital  supervision,  etc.,  and 
decide  them,  subject  to  appeal  to  the  entire  commission. 

The  Chairman.  Mr.  Clark,  do  you  think  that  a  division,  or  the 
creation  of  regional  conmiissions,  something  after  the  manner  of 
the  circuit  courts — not  for  them  to  move  from  one  section  to  another, 
but  dividing  the  country  up  into  subdivisions,  regional  commis- 
sions— do  you  think  that  would  be  helpful  ? 

Commissioner  Clark.  I  have  never  thought  so,  Senator,  and  for 
this  reason:  The  Supreme  Court  of  the  United  States  has  pointed 
out  in  a  most  emphatic  way  that  the  underlying  and  controlling  pur- 
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pose  of  the  act  to  regulate  commerce  is  to  secure  uniformity  of  treat- 
ment of  i:»atrons  of  the  railroads,  and  that  there  is  a  necessity  of 
uniformity  there  that  does  not  present  itself  in  the  average  litigation 
in  the  courts. 

Senator  Poindexter.  Do  you  have  reference  to  any  particular  case 
there  ? 

Commissioner  Clark.  I  can  give  you  the  citation  to  that  case.  I 
do  not  have  it  in  mind  at  the  moment.  There  are  some  others  of  the 
commission  around  here  who,  perhaps,  can  give  it  to  you.  I  refer  to 
the  case  in  Avhich  the  Supreme  Court,  as  said  by  some,  read  section  9 
out  of  the  act. 

Senator  Poindexter.  I  vould  like  to  have  that  reference. 

Commissioner  Clark.  I  will  be  glad  to  furnish  that,  Senator. 
Texas  &  Pacific  Ry.  Co.  v.  Abilene  Cotton  Oil  Co.  (204  U.  S.,  426). 
I  can  not  think,  for  the  moment,  of  the  title  of  the  case.  The  court 
said  that  this  necessity  for  uniformity  was  such  that,  under  the  act 
to  regulate  commerce,  the  courts  could  not  determine  questions  of 
fact;  they  could  not  substitute  their  judgment  for  that  of  the  com- 
mission; and  they,  in  effect,  said  that  appeals  from  the  decisions  of 
the  commission  could  be  on  but  three  grounds:  First,  has  the  com- 
mission proceeded  in  a  lawful  way  and  given  the  full  hearing  re- 
quired by  the  law  ?    Second,  has  the  commission 

Seilator  Poindexter  (interposing).  Exceeded  its  jurisdiction? 

Commissioner  Clark.  Has  the  commission  exceeded  its  jurisdic- 
tion, or  has  the  commission  decided  in  such  arbitrary  way  as  to  shock 
the  sense  of  justice? 

The  Chairman.  My  idea  was  this,  Mr.  Clark 

Commissioner  Clark.  If  you  will  pardon  me  just  a  moment,  I 
want  to  pursue  that.  Senator,  a  litle  bit  further.  In  the  case  of  ordi- 
nary litigation  in  the  courts — and  I  am  speaking  of  civil  cases — it  is 
a  question  of  rights  or  equity,  as  between  individuals.  In  adminis- 
tering this  act  to  regulate  commerce,  it  is  a  question  of  the  rights  of 
the  whole  public.  An  individual  shipper  can  come  before  the  com- 
mission and  complain  of  a  single  rate.  Now,  that  is  not  simply  a 
question  as  between  that  shipper  and  that  railroad,  but  it  is  a  ques- 
tion of  what  is  a  reasonable  rate  for  anybody  and  everybody  who 
wants  to  ship  that  commodity  between  those  points. 

So  that  there  is  that  distinction,  and  tliat  necessity  for  uniformity, 
which,  to  my  mind,  is  an  objection  against  distributing  the  juris- 
diction of  these  questons  among  regions.  Of  course,  the  difRculty  is 
not  insuperable,  because  a  central  body  which  would  have  appellate 
jurisdiction  would  probably  take  upon  itself  the  initial  duty  of  care- 
fully watching  all  of  the  decisions  of  the  regional  commissions,  in 
order  to  detect  conflict  between  them,  and  would  bring  before  it,  on 
its  own  motion,  two  cases  in  Avhich  there  had  been  conflicting  deci- 
sions, so  as  to  resolve  the  conflict;  so  that  is  not  an  insuperable 
difficulty. 

It  was  suggested  yesterday,  as  I  gathered  from  the  questions  and 
answers,  that  he  regional  plan  might  be  on  the  basis  of  the  three 
great  classification  divisions,  and,  in  the  same  connection,  it  was 
suggested  that  there  should  be  on  the  regional  board  a  representative 
from  every  State  included  within  the  region;  and  that  Avas  con- 
nected with  criticism  of  the  Interstate  Commerce  Commission  about 
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delay  in  deciding  cases.  I  submit  that  I  care  not  where  you  go  to 
select  the  men  to  make  up  the  tribunal,  if  they  are  tryincr  to  perform 
their  duty  it  will  take  22  or  25  of  them  longer  to  make  up  their 
minds  than  it  will  five  or  seven. 

Senator  Kellogg.  Let  me  ask  you  right  there,  Mr.  Clark,  if  I  do  not 
interrupt  you,  what  do  you  think  of  the  plan  for  the  commission 
having  certain  subsidiary  officers  or  connnissioners,  if  I  may  call 
them  such — not  commissioners  having  the  same  authority  that  you 
have,  but  representing  the  commission  in  different  parts  of  the 
country — to  whom  people  could  appeal  for  relief,  or  to  state  their 
grievances,  or  lay  before  the  local  commissioners  things  that  they 
'  wanted  remedied  ? 

Commissioner  Clark.  I  have  thought  some  of  that  and  am  think- 
ing some  of  it  now,  Senator,  and  I  think  that  plan  contains  possi- 
biUties  of  great  helpfulness  and  great  good,  if  we  can  get  the  right 
men. 

Senator  Kellogg.  Yes.  As  matter  of  fact,  however,  you  can  not 
have  distinct  regional  control  over  rates  that,  of  necessity,  are  inter- 
locked all  over  the  United  States ; 

Commissioner  Clark.  That  is  the  way  it  has  seemed  to  me. 
Senator  Kellogg.  You  must  have  some  final  power? 
Commissioner  Clark.  A  regional  body  composed  of  a  given  num- 
ber of  states,  upon  which  each  State  would  have  a  representative, 
would  recognize  geographical  boundary  lines  between  States,  but  it 
would  have  no  reference  whatever  to  the  point  at  which  it  cut  a 
railroad  in  two,  or  where  it  cut  the  application  of  rates. 

The  Chairman.  The  question  I  was  asking  you,  Mr.  Clark,  was 
more  particularly  on  this:  This  country  is  so  vast,  the  territory  is  so 
great,  the  distances  are  so  great,  that  when  you  have  to  lay  down  a 
principle  of  law  to  govern  those  rates,  the  courts  might  be  established 
without  any  reference  whatever  to  geographical  lines ;  but  have  them 
at  convenient  points  so  that  those  who  would  have  to  appear  before 
them  could  reach  them  more  expeditiously,  without  crossing  the 
continent  to  come  to  Washington:  and  you  suggested  a  moment  ago 
that  this  appellate  court  might  sit  here  to  review  the  different  de- 
cisions, and,  on  its  own  motion,  to  call  attention  to  instances  Avhere 
the  law  had  been  improperly  adjudicated  by  the  regional  court. 
Now,  do  you  not  think  that  under  a  division  of  that  kind,  not  with 
regard  to  States,  but  for  the  convenience  of  the  public,  to  establish 
them  at  convenient  places,  that  it  might  be  helpful  ? 

Commissioner  Clark.  As  I  say,  Senator,  I  do  not  think  that  the 
objections  that  occur  to  one's  mind,  and  to  some  of  which  I  have 
referred,  are  at  all  insuperable.  I  think  there  is  a  very  Avidespread 
feeling  or  desire  to  get  more  closely  in  contact  with  the  representa- 
tives of  the  commission — more,  I  think  in  what  we  call  "  informal 
matters  "  than  in  tlie  instance  of  a  formal  case.  As  has  been  pointed 
out  in  our  annual  reports,  we  have  conducted  for  a  number  of  years, 
as  a  facility,  what  we  call  a  "special  docket,"  upon  which,  where  a 
carrier  recognizes  the  obligation,  moral  and  probably  legal  if  it 
were  tested,  to  pay  reparation  to  a  shipper,  to  refund  an  imreason- 
able  charge,  it  makes  application  to  pay  that  to  that  shipper;  shows 
that  it  has  corrected  its  taritf,  and  is  prepared  to  maintain  that  rate, 
and  to  apply  it  to  all  others;  Ave  accept  that  as  a  complaint  and 
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answer  admitting  the  complaint,  and  enter  an  order.  We  carefully 
scrutinize  it,  but  we  dispose  in  that  way  of  thousands  and  thousands 
of  cases,  which,  otherwise  would  necessitate  formal  procedure.  Now, 
it  is  in  such  matters  as  those,  and  where  a  man  wants  some  informa- 
tion, or  a  little  guidance,  that  he  desires  this  personal  touch;  and 
that  could  be  attained,  I  think,  through  the  plan  which  you  suggest, 
or  through  the  plan  which  Senator  Kellogg  suggests.  I  do  not 
think  there  are  any  insuperable  difficulties  about  it.  But  I  have  felt 
that  the  idea  of  regional  commissions,  each  exercising  in  its  own 
region  all  of  the  powers  of  the  commission,  subject  only  to  appeal  to 
the  central  body,  would  necessitate  a  multiplication  of  organization 
and  records  that  would  be  somewhat  formidable.  The  law  pro- 
hibits a  carrier  from  engaging  in  transportation,  except  under  a 
tariff  lawfulh^  filed  with  the  commission.  It  prohibits  it  from 
charging  either  more  or  less  or  different  compensation  than  that  so 
named  in  that  tariff;  and  that  official  file  of  tariffs  is  an  essential 
thing  for  a  body  that  is  going  to  decide  rate  cases.  I  have  in  mind 
one  case  in  which  a  complainant  alleged  and  testified  that  the  rate 
between  two  certain  points  on  a  given  commodity  was  so  many  cents 
per  hundred  pounds.  The  carrier  admitted  in  its  answer  and  its 
witness  admitted  on  the  stand  that  that  was  correct.  As  matter  of 
fact,  the  tariff  on  file  with  the  commission  contained  a  different  rate. 
We  have  to  check  all  of  these  statements  in  the  evidence  as  to  what 
rates  are,  by  the  tariff,  and  if  you  had  regional  commissions,  it 
would  seem  to  me  imperatively  necessary  that  each  of  them  should 
have  this  official  file  of  tariffs,  to  which  it  could  refer,  and  by  which 
it  could  be  guided,  because  the  tariff  is  the  law,  regardless  of  what 
somebody  may  understand  it  to  be. 

The  Chairman.  It  seems  to  me  that  you  could  place  them  in  pos- 
session of  those  tariffs,  and  that  that  would  be  helpful,  rather  than 
a  hindrance,  for  them  to  get  in  close  intimate  touch  with  the  actual 
conditions  of  the  locality,  and  not  necessitate  a  complainant  coming 
all  the  way  to  Washington.. 

Commissioner  Clark.  He  does  not  have  to  come  to  Washington 
often.  I  am  not  objecting  to  your  plan,  but  I  want  to  make  it  clear 
that,  under  our  plan,  he  can  mail  his  complaint  to  Washington,  and 
we  serve  it,  and  when  the  case  is  set  for  hearing  it  is  set  at  or  con- 
tiguous to  the  place  from  which  the  complaint  originates.  Our 
examiners  go  out  and  hear  cases  at  points  contiguous  to  the  places 
of  residence  or  business  of  the  complainants;  and  the  only  occasion 
there. is  for  them  to  come  to  Washington  in  connection  Avith  the  case 
is  in  furtherance  of  their  desire  to  orally  argue  the  case  before  the 
commission  at  its  final  submission. 

Senator  Kellogg.  Mr.  Clark,  my  suggestion  for  your  consideration 
was  simply  that  the  commission  have,  either  appointed  by  the  Com- 
mission or  someone  else,  representatives  in  different  parts  of  the 
country  to  whom  the  people  could  apply,  and  before  whom  they 
could  appear,  and  who  would  become  thoroughly  familiar  with  local 
conditions,  of  which  both  they  and  you  could  take  advantage. 

Commissioner  Clark.  Yes. 

Senator  Kellogg.  Is  it  not  true  that  very  few  rate  adjustments 
can  be  localized  ? 

Commissioner  Clark.  It  is  true. 
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Senator  Kellogg.  For  instance,  suppose  the  rates  on  flour  from 
Minneapolis  to  the  seaboard  were  up  for  consideration  by  the  com- 
mission. Avould  it  not  atl'ect  the  rate  on  flour  to  every  milling  center 
east  of  the  Rocky  Mountains? 

Commissioner* Clark.  I  think  it  would;  and  I  think  that  if  we 
had  a  lase  in  which  that  rate  were  put  in  issue  you  would  find  im- 
mediately that  the  interests  of  Kansas  City  and  Omaha  and  of 
Chicago  and  of 

Senator  Kellogg  (interposing).    Louisville? 

Commissioner  Clark.  And  50  other  places  that  I  could  name 
would  intervene. 

Senator  Kellogg.  And  they  have  done  it  already,  have  they  not? 

Commissioner  Clark.  Yes!,  they  have  frequently  done  it;  and 
those  are  some  of  the  things  that  make  the  records  voluminous; 
those  are  some  of  the  things  that  necessitate  substantial  time  in  hear- 
ing the  parties,  and  in  bringing  the  case  to  final  submission,  where 
the  commission  can  consider  it:  and  then  the  commission  must  take 
some  time,  if  it  is  going  to  make  an  intelligent  decision,  to  analyze 
that  record. 

Senator  Kellogg.  Take  the  rate  on  iron  and  steel  products  from 
the  eastern  manufacturing  points  to  western  manufacturing  points: 
All  those  western  manufacturing  points  are  more  or  less  competitive, 
are  they  not? 

Commissioner  Clark.  DQcidedh'  so. 

Senator  Kellogg.  Reaching  clear  from  New  Orleans  to  St.  Paul 
and  Minneapolis? 

Commissioner  Clark.  Yes,  sir. 

Senator  Kellogg.  And  the  rate  structure  of  one  necessarily  affects 
the  business  of  another  community? 

Commissioner  Clt^-RK.  It  certainly  does. 

Senator  Kellogg.  Now,  my  idea  was  that  the  Commission  should 
have  local  representatives — I  should  have  said  my  mere  suggestion, 
rather — to  whom  the  people  could  apply  and  from  whom  they  could 
get  local  information  as  to  conditions,  and  who  could  act,  perhaps 
subject  to  your  revision — the  central  power  could  still  retain  its 
jurisdiction  all  over  the  United  States — I  just  wanted  you  to  con- 
sider that. 

The  Chair:\l\x.  Mr.  Clark,  have  you  anything  else  that  you  care 
to  comment  upon? 

Senator  Kellogg.  I  have  just  one  or  two  further  questions:  As  I 
understand,  Mr.  Clark — unfortunately  I  had  to  be  absent  on 
Wednesday  and  did  not  hear  all  of  your  examination — but.  as  I 
understand/  your  recommendations  are  that  the  Interstate  Commerce 
Commission  should  have  exclusive  jurisdiction  of  regulating  the 
issue  of  raihvay  securities  of  all  railways  engaged  in  interstate  com- 


merce 


Commissioner  Clark.  I  do  not  think  I  went  so  far  as  to  say  we 
should  have  exclusive  jurisdiction.  That  is  a  question  upon  which 
there  are  many  convictions  as  to  just  how  far  the  jurisdiction,  or 
rather,  as  to  just  how  far  the  supervision  sliould  go,  and  just  what 
form  it  should  take. 

"We  said  in  our  paper — a  majority  of  the  commission — that  proper 
Federal  regulation  of  the  issuance' of  securities  by  the  corporations 
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engao-ed  in  interstate  transportation,  and  supervision  of  the  api)lica- 
tion  of  the  i)roceeds  therefrom,  woukl  go  far  toward  preventing  the 
abuses  referred  to  in  the  preceding  paragraph.  Xow,  I  have  just  put 
into  the  record  extracts  from  our  annual  reports,  and  from  some  of 
our  decisions,  touching  on  that  subject,  which  I  had  extracted  in 
brief,  as  I  thought  they  would  be  of  convenience  to  the  committee  in 
looking  over  that  question.  Some  of  the  advocates  of  supervision  of 
securities  think  that  the  Government  ought  not  only  to  authorize  the 
issuance  of  securities,  but  that  it  ought  to  put  its  stamp  of  approval 
on  the  security  itself.  Now,  others — and  in  this  connection  I  refer 
you  to  the  report  of  the  conmiission  that  was  appointed  by  the  Presi- 
dent of  the  United  States  a  few  years  ago  to  study  this  question — 
think  that  would  be  undesirable.  They  thought,  and  a  great  many 
others  think,  that  all  that  is  necessary  is  publicity  as  to  the  circum- 
stances and  conditions,  and  the  purposes  to  which  the  money  is  to  be 
put,  and  an  affirmative  permission  to  issue  the  security,  conditioned 
upon  the  application  of  the  proceeds  in  the  manner  proposed. 

Senator  Cummins.  You  are  speaking  now  of  the  so-called  Hadley 
Commission  ? 

Commissioner  Clark.  Yes,  sir. 

Senator  Kellogg.  The  commission  recommended,  as  far  back  as 
1907,  that  Congress  should  provide  for  Federal  supervision  of  the 
issuance  of  securities,  did  it  not? 
Commissioner  Clark.  Yes,  sir. 

Senator  Kellogg.  In  a  proceeding,  with  which  I  was  connected, 
before  your  commission.  Now,  as  I  understand,  the  view  of  the  com- 
mission is  it  that  so  long  as  these  railroads  are  organized  under  State 
charters,  the  commission's  power  is  supervisory  and  simply  permissive. 
The  Federal  Government  does  not  pretend  to  grant  to  a  corporation 
organized  under  the  State  law  a  charter  power  to  issue  any  stock  it 
has  not  already  the  power  to  issue ;  but  the  power  of  the  commission 
would  simply  be  permissive;  that  they  must  come  to  the  Federal 
commission  and  get  permission  to  issue  stock  of  a  corporation  en- 
gaged in  interstate  commerce;  that  is  your  idea,  is  it  not? 
Connnissioner  Clark.  Under  the  regulatory  power. 
Senator  Kellogg.  Yes. 

Senator  Cummins.  I  think,  Senator  Kellogg,  that  Mr.  Thorn,  who 
discussed  that  question  at  verv  great  length  before  Avhat  is  known 
as  the  Newlands  committee,  takes  quite  a  different  view  of  the  power 
of  the  General  Government  with  regard  to  the  issuance  of  stock. 

Senator  Kellogg.  AVell.  I  will  not  go  into  that  now.  That  is  a 
legal  question,  I  think,  very  likely.  Secondly,  Mr.  Clark,  do  you  rec- 
ommend that  the  Interstate  Commerce  Commission  should  have  ex- 
clusive jurisdiction  of  fixing  up  the  rates  of  all  railroads  engaged  in 
interstate  commerce? 

Commissioner  Clark.  No,  sir. 
Senator  Kellogg.  You  do  not? 
Commissioner  Clark.  No,  sir. 

Senator  Kellogg.  You  propose  to  reserve,  so  far  as  the  ]-)owers  of 
the  States  are  concerned,' the  local  commission's  present  authority? 

Connnissioner  Clark.  We  have  not  suggested  anything  to  the 
contrary. 

Senator  Kellogg.  Well,  I  was  not  entirelv  clear  on  that. 
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Senator  Watson.  You  have  sugoested,  however,  a  "  twilight  zone  " 
as  between  the  two  jurisdictions? 

Commissioner  Clark.  Yes. 

Senator  Watson.  And  your  only  solution  of  that  problem  is  that 
it  shall  be  worked  out  by  moral  suasion? 

Commissioner  Clark.  Yes. 

Senator  Watson.  That  is  to  say,  by  conference  and  trying  to* get 
together  ? 

Commissioner  Clark.  Except  that  we  suggest  that  if  we  could  be 
authorized  to  utilize  the  services  of  the  State  commissions  in  ap- 
propriate instances  and  to  an  appropriate  extent,  it  would  contribute 
largely  to  the  desired  end  in  that  direction. 

Senator  Watson.  Do  you  think,  if  you  are  to  operate  the  railroads 
as  a  unified  whole  in  the  United  States,  that  that  would  be  possible  ? 

Commissioner  Clark.  No. 

Senator  Watson.  I  mean  by  that,  is  it  possible  to  have  48  different 
commissions  and  your  own  commission  trjdng  to  manage  one  affair, 
literally,  because  the  commerce  that  originates  in  any  State  practic- 
ally becomes  interstate  commerce,  in  most  instances? 

Senator  Cummins.  I  would  like  to  hear  a  little  more  on  that. 

Senator  Watson.  That  is  what  I  want  to  hear.  I  am  trying  to  get 
his  opinion  about  this  whole  thing. 

Senator  Cummins.  I  know.  A  good  many  people  have  mentioned 
the  "  twilight  zone." 

Senator  Watson.  That  is  what  I  am  trying  to  get  at — what  it  is. 

Senator  Cummins.  Is  there  any  "twilight  zone"?  The  law  does 
not  recognize  any  twilight  zone  ? 

Senator  Watson.  Commissioner  Clark,  in  his  statement  the  other 
day,  said  that  there  was  a  "  twilight  zone."  You  used  that  expres- 
sion, did  you  not? 

Commissioner  Clark.  Yes. 

Senator  WatsOn.  In  what  you  read  the  other  day.  Now,  what  I 
am  trying  to  find  out  is  what  that  "  twilight  zone  "  is,  and  how  far 
it  extends,  and  how  you  propose  to  dissipate  it,  and  I  asked  you  that 
the  other  day,  in  a  way:  we  do  not  get  to  ask  questions  connectedly 
here,  you  know ;  we  all  break  in,  and  I  did  not  get  to  follow  it  up ; 
but,  in  answer  to  what  I  asked  you,  you  said  you  thought  that  by 
having  conferences  and  consultations  you  could  overcome  that  diffi- 
culty, and  possibly  agree  on  rates.  Now,  in  my  judgment,  that  is 
the  weakest  of  all  the  suggestions  you  have  made.  Senator  Cummins 
suggests  that  there  is  no  "  twilight  zone,"  and  I  have  had  some  doubt 
on  that  question  in  my  own  mind ;  but  if  there  be,  can  you  overcome 
it  by  moral  suasion  ? 

Commisioner  Clark.  In  speaking  of  a  "  twilight  zone,"  I  believe 
w^e  adopted  a  phrase  that  had  already  been  coined ;  but  I  will  try  to 
explain  my  understanding  of  it.  The  act  to  regulate  commerce 
provides  that  its  terms  shall  not  apply  to  the  transportation  of  per- 
sons or  property  wholly  within  one  State. 

Senator  Watson.  Yes. 

Commissioner  Clark.  And  which  is  not  shipped  to  or  from  a  for- 
eign country.  Now,  tliere  was  a  great  deal  of  controversy  as  to  the 
power  of  the  Interstate  Commerce  Commission  to  abate  unjust 
discriminations  or  undue  preferences  or  prejudices  between  State  and 
1 1 7900— 19— VOL  1 23 
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interstate  rates,  which  was  adjudicated  by  the  Supreme  Court  in  the 
Shreveport  case,  in  which  the  law  Avas  interpreted  as  requiring;  us 
to  order  a  discontinuance  of  an  undue  prejudice  against  interstate 
commerce,  or  an  undue  preference  to  State  commerce;  and  in  that 
Shreveport  case  we  entered  such  an  order,  and  it  was  litigated,  and 
there  were,  of  course,  very  strongly  opposed  views ;  but  the  Supreme 
Court  sustained  the  view  that  the  commission  had  that  power  and 
that  duty.  We  have  had  a  number  of  cases  of  that  kind  in  various 
sections  of  the  country.  It  is  not  a  local  question.  The  Shreveport 
case  was  precipitated  by  the  action  of  the  Legislature  of  the  State 
of  Louisiana,  directing  the  Louisiana  commission  to  present  the 
question  to  us,  and  making  an  appropriation  to  pay  the  expenses 
of  the  proceeding.  Now,  not  a  great  wdiile  after  that  decision  in  the 
Shreveport  case,  we  had  just  the  same  kind  of  a  complaint  from 
Natchez,  Miss.,  against  Louisiana,  and  we  have  had  numerous  cases 
in  which  Missouri  interests  have  complained  of  undue  prejudices 
against  them  because  of  the  conditions  in  Illinois,  and  from  Illinois 
people  complaining  of  the  situation  created  by  Missouri.  Those  are 
only  cited  as  illustrative. 

Now,  we  think  that  question  of  the  right  of  the  Interstate  Com- 
merce Commission — and  when  I  sav  the  "  right,"  I  mean  the  duty — ■ 
to  order  carriers  to  cease  and  desist  from  discriminations  of  that  kind, 
has  been  settled. 

Senator  Watson.  And  that  you  have  a  clearly  defined  right? 

Commissioner  Clark.  And  that  we  have  the  power  to  do  that  thing. 

Senator  Cummins.  If  5^ou  use  the  term  "  twilight  zone  "  as  syn- 
omymous  with  a  variety  of  opinion  I  can  understand  it. 

Senator  Watson.  Well,  that  creates  a  twilight  zone. 

Senator  Cummins.  Then  we  are  living  entirely  in  a  twilight  zone? 

Senator  Watson.  We  are  here. 

Senator  Cuminiins.  The  whole  subject  is  a  twilight  zone  if  that  is 
true. 

Senator  Watson.  I  do  not  agree  with  you  about  that,  Senator.  I 
think  there  are  some  very  well-defined  propositions  in  connection 
with  this  railroad  matter. 

Senator  Cummins.  As  soon  as  the  matters  reach  the  Supreme 
Court,  and  are  decided  there,  I  suppose  they  may  be  said  to  be  in 
the  sunlight.  But  I  wanted  to  know  if  the  term  was  used  in  the  sense 
of  differences  of  opinion  as  to  our  constitution  and  as  to  the  authority 
conferred  upon  the  Interstate- Commerce  Commission,  because  each 
man  has  an  opinion  of  his  own  with  regard  to  the  relative  rights  of 
the  States  and  the  General  Government. 

Commissioner  Clark.  I  have  tried  to  explain  my  view  of  it,  and 
I  think  that  is  the  view  of  the  commission,  that  there  is  no  further 
question  as  to  the  duty  of  the  commission  to  deal  with  those  cases. 
That  is  evidenced  by  the  fact  that  we  are  continually  dealing  with 
them,  and  we  are  entering  our  orders  in  those  instances  in  which  we 
find  that  the  prejudice  is  undue;  but  I  do  not  know  of  any  difference 
of  opinion,  at  least  among  us,  on  the  proposition  that  if  transporta- 
tion is  wholly  within  one  State,  and  the  property  is  not  transported 
to  or  from  a  foreign  country,  we  have  no  jurisdiction  Avhatever  over 
the  measure  of  that  rate  or  the  conditions  that  are  imposed  by  that 
State. 
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Senator  Watson.  Suppose  there  is  in  a  train  running,  say,  from 
Chicago  down  to  Mattoon,  111.,  one  car  that  has  no  safety  appliances 
on  it,  while  the  other  cars  in  that  train  have;  do  you  not  hold  that 
one  car  to  be  an  interstate  car,  and  can  you  not  compel  the  putting 
on  of  safety  appliances  ? 

Commissioner  Clark.  Yes,  Senator;  and  that  has  been  very 
definitely  decided  by  the  Supreme  Court. 

Senator  Watson.  Precisely. 

Commissioner  Clark.  But  let  me  call  your  attention  to  the  fact 
that  the  jurisdiction  of  the  act  is  different  from  that  of  the  safety 
appliance  acts;  I  mean  that  the  safety  appliance  acts  are  different 
from  the  act  to  regulate  commerce  in  that  respect. 

Senator  Watson.  Do  you  mean  by  that  that  it  is  differently  worded 
in  the  statute  ? 

Commissioner  Clark.  Very  differently  worded. 

Senator  Poindexter.  But  that  does  not  affect  the  power  of  Con- 
gress at  all  ? 

Commissioner  Clark,  No;  but  the  safety  appliance  act  says  that 
no  carrier  engaged  in  interstate  commerce  shall  permit  the  use  on  its 
line  of  any  car  not  equipped  with  safety  appliances ;  whereas,  the  act 
to  regulate  commerce  says  that  it  applies  to  common  carriers  engaged 
in  the  transportation  of  persons  and  property  from  one  State  or 
district  to  another;  and  then  it  provides  that  it  shall  not  apply  to 
the  transportation  of  property  wholly  within  one  State.  The  act 
to  regulate  commerce  does  not  apply  in  all  its  provisions  to  carriers 
that  are  engaged  in  interstate  commerce,  while  the  safety  appliance 
act  does. 

Senator  Watson.  And  by  proper  definition,  therefore,  you  thiiik 
you  could  make  all   commerce  practically  interstate  commerce,  do 


you 


Commissioner  Clark.  Oh,  no ;  I  do  not  suggest  that  at  11.  Under 
the  safety  appliance  act  the  Supreme  Court  decided  that  a  I'ttle  rail- 
road out  in  Colorado  that  has  no  physical  connection  wnth  any  other 
railroad,  was  engaged  in  interstate  commerce,  because  it  was  carry- 
ing express  matter  that  had  been  shipped  and  was  moving  in  inter- 
state commerce,  and  was,  therefore,  amenable  to  the  safety  appliance 
law.  Now,  no  court  would  hold  that  that  carrier  was  subject  to  the 
act  to  regulate  commerce  because  it  happened  to  be  carrying  an  ex- 
press package  that  had  been  delivered  to  it  by  an  automobile,  and 
would  be  taken  from  it  b}^  another  automobile.  There  was  no  physi- 
cal connection  between  it  and  any  other  railroad. 

Senator  Watsox.  In  your  judgment,  would  not  the  Congress  have 
power  to  make  such  definitions  of  interstate  commerce  as  would  in- 
clude the  traffic  hauled  on  that  little  railroad,  if  it  was  taken  on  its 
trains,  and  afterwards  taken  out  of  the  state? 

Commissioner  Clark.  My  view,  for  what  it  may  be  worth,  of  the 
power  of  Congress  under  the  commerce  clause  of  the  Constitution  is 
that  it  is  so  broad  that  I  am  unable  to  suggest  an  argument  that  the 
Congress  could  not  do  anything  under  it. 

The  Chairman.  There  is  quite  a  considerable  twilight  zone  there? 

Commissioner  Clark.  No,  I  do  not  think  so.  I  think  it  is  a  case 
of  midnight  sun ;  it  shines  all  the  time. 
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Senator  Kellogg.  Mr.  Clark,  do  you  know  whether  the  raih-oad 
Administration  is  keeping  the  accounts  of  operating  expenses  accord- 
ing to  the  rules  and  divisions  or  subdivisions  fixed  by  the  Interstate 
Commerce  Commission  ? 

Commissioner  Clark.  In  saying  "  subdivisions "  do  you  mean 
classifications  ? 

Senator  Kellogg.  Yes,  classifications,  I  should  have  said. 

Commissioner  Clark.  I  understand  that  it  is. 

Senator  Kellogo.  In  other  words,  that  transportation  expenses  are 
subdivided  into  supervision,  station  service,  yard  service,  and  train 
and  locomotive  service,  casualties,  miscellaneous  transportation  ex- 
penses, joint  facilities  account,  and  total  transportation  expenses? 

Commissioner  Clark.  I  understand  that  the  accounting  officers, 
who  are  now  employees  of  the  Federal  Administration,  on  the  sev- 
eral railroads,  are  keeping  their  accounts  in  accordance  with  the 
classification  prescribed  by  the  commission. 

Senator  Kellogg.  Then,  you  could  make  up  for  this  commitee  a 
comparison  between,  say,  10  months  of  1918  with  ten  months  of 
1917 — or  the  whole  year,  when  you  get  the  reports — subdividing  them 
on  the  divisions  I  have  referred  to  ? 

Commissioner  Clark.  Yes ;  we  could  make  up  a  comparative  state- 
ment subdividing  them  insofar  as  they  are  required  to  be  subdivided 
by  our  reports. 

Senator  Kellogg.  Yes. 

Commissioner  Clark.  Our  reports,  or,  rather,  the  reports  to  us, 
do  not  contain  all  of  the  detail  that  could  be  worked  out  from  the 
books,  because  it  would  make  a  report  so  refined  that  it  would  be  of 
little  value. 

The  Chairman.  At  that  point,  just  let  me  read  this  letter  from 
Secretary  McAdoo,  bearing  upon  what  is  being  developed  now. 

Senator  Kellogg.  Very  well. 

The  Chairman.  This  is  a  letter  addressed  to  me  by  Director  Gen- 
eral McAdoo,  under  date  of  January  7,  1919,  and  it  reads  as  follows: 

Dear  Senator  Sjiith  :  Permit  me  to  call  your  attention  to  the  attached  let- 
ter from  Mr.  G.  H.  Parker,  of  the  United  States  Railroad  Administration,  con- 
cerning railroad  returns  for  the  month  of  November,  191S,  which  became 
available  since  my  statement  before  the  Senate  committee  last  week-end.  which 
indicate,  when  considered  in  connection  with  the  ten  months  ending  October, 
that  the  operating  income  of  the  Class  I  railroads  under  Federal  control  for 
the  calendar  year  1918  will  fall  short  by  about  $196,000,000  of  paying  the 
standard  return,  whereas  I  stated  to  your  committee,  on  the  basis  of  the  best 
estimates  then  available,  that  this  shortage  would  be  about  $136,000,000.  Please 
permit  me  to  correct  my  statement  accordingly.  You  will  observe  that  the  dif- 
ference between  the  actual  November  figiu'es  and  the  estimate  for  November 
was  almost  wholly  due  to  reduction  in  operating  revenue  (or  gross  earnings) 
and  to  the  increased  wages,  including  back  pay. 

It  is,  of  course,  important  that  we  give  you  the  benefit  from  time  to  time,  as 
rapidly  as  the  facts  develop,  of  the  most  accurate  information  obtainable.  But 
the  fact  that  these  estimates  are  necessarily  subject  in  this  way  to  revision 
lends  additional  emphasis  to  the  point  which  I  made  before  your  committee 
that  it  is  impossible  to  predicate  satisfactory  conclusions  upon  the  present 
necessarily  incomplete  results  for  even  a  single  year  of  Federal  control,  es- 
pecially under  war  conditions.  Railroad  accounts  are  so  complicated  that  it 
will  pi-obably  be  the  first  of  March,  1919,  before  a  satisfactory  showing  can  be 
given  of  the  actual  results  for  the  calendar  year  1918,  together  with  a  reason- 
ably accurate  analysis  as  to  be  the  reasons  for  the  showing. 
Cordially  yours, 

W.  G.  McAdoo. 

Hon.  Ellison  D.  Smith, 

United  States  Senate. 
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Now,  accompanying  that  letter  is  a  letter  from  Mr.  G.  H.  Parker, 
which  I  suspect  I  had  better  also  read,  as  it  bears  right  on  this  point 

[reading]  : 

Washington,  January  7,  1919. 
Walker  D.  Hines,  Esq.. 

Assistant  Director  General, 

United  States  Railroad  Administration. 
Dear  Sir:  I^ast  week  by  your  direction  I  ocmpleted  the  best  estimate  that 
was  then  capable  of  being  made  of  operating  income  for  the  Class  I  railroads 
under  the  control  of  the  director  general  for  the  year  1918,  basing  this  esti- 
mate upon  the  return  then  available  for  the  10  months  ending  with  October, 
1918.  This  estimate  showed  that  the  operating  income  would  fall  short  by 
about  .$136,000,000  of  meeting  the  standard  return  for  the  year  1918. 

This  week  the  returns  for  the  month  of  November  have  become  available  to 
a  large  extent  (although  not  yet  completely)  and  they  indicate  that  the  operat- 
ing income  for  the  month  of  November  will  be  less  by  about  $28,000,000  than 
the  amount  which  we  were  able  to  estimate  last  week. 

This  falling  off  is  accounted  for  by  a  falling  off  in  business  resulting  in  a 
decrease  in  revenues  to  the  extent  of  $6,000,000  and  by  an  increase  in  exjienses 
(due  almost  wholly  to  increased  wages,  including  back  pay)  of  $22,000,000. 

On  the  basis  of  the  November  figures  and  on  the  basis  of  the  operations  for 
the  10  months  ending  with  October,  it  now  seems  reasonable  to  estimate  that 
the  operating  income  for  the  year  1918  will  fall  ^hort  of  paying  the  standard 
return  by  about  $196,000,000. 
Yours,  very  truly, 

G.  H.  Parker,  Assistant. 

Commissioner  Clark.  Senator  Kellogg,  I  do  not  know  whether  you 
were  here  when  I  put  into  the  record  a  statement  showing  all  of  the 
detail  that  is  shown  on  this  summary 

Senator  Kellogg  (interposing).  Yes,  I  was  here;  I  saw  that. 

Commissioner  Clark.  And  comparing  the  10  months  of  1918  with 
the  corresponding  calendar  months  of  1917,  and  with  the  average  of 
the  same  calendar  months  for  the  test  period,  that  is,  the  result,  the 
operating  income. 

Senator  Kellogg.  I  saw  that,  and  I  was  here  when  that  was  put  in, 
and  I  asked  a  few  questions  about  it,  but  item  No.  40  in  the  summary 
you  put  in  is  "  Transportation,"  and  transportation  is  divided  into  va- 
rious subheads  under  your  reports,  is  it  not  ? 

Commissioner  Clark.  Yes,  sir. 

Senator  Kellogg.  And  those  subheads  are  "  Supervision,"  "  Station 
service,"  "  Yard  service,"  and  so  on  ? 

Commissioner  Clark.  Those  subdivisions  are  shown  in  our  annual 
report  blank ;  that  is,  what  these  several  accounts  contain. 

Senator  Kellogg.  You  could  give  us  a  comparative  statement,  then, 
dividing  transportation  into  these  various  subheads,  or  should  we 
ask  that  from  the  railroad  administration  ? 

Commissioner  Clark.  No;  we  could  make  up  a  statement  of  that 
kind,  Senator.  I  imagine  it  would  take  some  little  time  to  do  it,  be- 
cause I  do  not  think  we  could  make  it  up  except  by  going  through  the 
annual  reports  and  taking  it  off  from  each  one  of  them,  and  recapitu- 
lating it  in  a  statement. 

Senator  Kellogg.  I  will  ask  the  chairman  to  confer  with  the  rail- 
road administration,  and  I  will  make  up  a  list  of  the  things  I  would 
like  to  have ;  or,  if  it  is  satisfactory  to  the  committee,  we  may  suggest 
that  you  make  it  up. 

Commissioner  Clark.  Very  well. 

The  Chairman.  Are  there  any  further  questions? 

Senator  Townsend.  Yes;  I  have  a  good  many  questions. 
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Senator  Kfxlogg.  I  am  through. 

Senator  Poindexter.  Speaking  about  harmonizing  with  the  vari- 
ous State  commissions,  Mr.  Clark,  as  matter  of  fact  the  Federal  Gov- 
ernment, whether  it  has  already  acted  by  Congress  or  not,  has  com- 
plete jurisdiction  over  every  railroad  that  is  engaged  in  interstate 
commerce,  has  it  not? 

Commissioner  Clark.  I  think  so. 

Senator  Poindexter.  And,  consequently,  has  power  to  regulate  any 
road  and  the  trains  running  on  it,  even  though  those  trains  are  carry- 
ing commerce  solely  within  the  State ;  and,  that  being  so,  is  it  not  ex- 
tremely desirable  to  have  uniformity  of  regulation  of  roads  and  of 
all  transportation  agencies  throughout  the  country  ? 

Commissioner  Clark.  Yes;  I  think  that  uniformity  is  most  de- 
sirable. 

Senator  Poindexter.  We  have  not  got  it  now. 

Commissioner  Clark.  No. 

Senator  Poindexter.  And  how  would  you  bring  it  about?  I  did 
not  hear  your  statement  as  to  how  you  would  bring  about  this  uni- 
formity of  regulation. 

Commissioner  Clark.  *Our  suggestion  was  that  this  conflict,  or 
these  differences,  which  were  all  included  in  that  term  "twilight 
zone."  could  be  very  largely  removed ;  that  they  could  be  minimized, 
at  least,  if  not  entirely  overcome,  by  a  proper  measure  of  coopera- 
tion between  the  Federal  commission  and  the  State  commissions ;  and 
that  the  spirit  that  should  underlie  such  an  effort  would  grow  with 
the  effort  itself,  and  that  it  would  be  a  great  contribution  in  that 
direction  if  the  Federal  commission  were  authorized  to  utilize  the 
services  of  the  State  commissions  in  appropriate  ways  and  to  op- 
propriate  extent.  We  had  in  mind  there  that  there  come  up  ques- 
tions— perhaps,  questions  of  fact,  or  even  cases — that  could  be  re- 
ferred to  these  State  commissions  for  information  or  for  advice, 
and  that  we  should  extend  the  idea  of  having  the  State  commissions 
and  our  representatives  sit  together  in  making  a  common  record 
in  a  case  that  involved  some  question  that  might  be  independently 
before  us  and  before  the  State  commission  at  the  same  time,  or  which 
might  involve  the  question  of  whether  or  not  the  action  of  the 
State  had  created  or  perpetuated  undue  prejudice  against  interstate 
shippers.  • 

Senator  Poindexter.  What  is  your  solution  of  the  situation,  where 
there  is  a  difference  of  opinion  between  the  local  commission  and 
the  Interstate  Commerce  Commission? 

Commissioner  Clark.  Well,  under  our  suggestion,  Senator,  if  it 
were  a  question  of  undue  prejudice  against  interstate  commerce, 
our  commission  would  have  to  decide  it,  and  if  it  were  a  question 
that  was  outside  of  our  jurisdiction,  it  would  be  left  to  the  State, 
as  it  is  at  the  present  time. 

Senator  Poindexter.  Is  it  not  entirely  feasible  to  devise  a  law  by 
which  the  local  commissions  could  be  utilized,  and,  at  the  same  time, 
the  Interstate  Commerce  Commission  be  given  control  over  them, 
in  so  far  as  and  to  the  full  extent  of  its  power  to  regulate  interstate 
commerce  ? 

Commissioner  Clark,  I  think  so. 

Senator  Pomerene.  You  mean  to  act  as  a  sort  of  a  court  of  appeals 
from  the  State  commission  ? 
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Senator  Poindexter.  That  would  be  a  detail,  whether  as  a  court 
of  appeals  or  by  direct  initiative  of  the  Interstate  Conunerce  Com- 
mission. I  have  not  undertaken  to  define  how  it  should  be  done, 
but  I  was  askino;  for  the  opinion  of  Mr.  Clark  as  to  whether  or  not 
we  could  preserve  the  local  commissions  and  at  the  same  time  secure 
harmony  and  nnifomiity  of  reo-nlation  under  the  supreme  authority 
of  the    Interstate    Commerce    Commission. 

Commissioner  Clark.  I  think.  Senator,  that  an  illustration  of  that 
is  the  fact  existing  to-day  that  we  have  both  State  and  Federal  in- 
spection of  grain,  and,  in  some  places,  the  same  individual  is  the 
Federal  and  State  inspector;  and  there  is,  apparently,  no  conflict 
and  no  difficulty  about  that. 

Senator  Poindexter.  Now,  there  are  two  very  distinct  classes  of 
duty  performed  by  the  Interstate  Commerce  Commission :  One  is 
of  a  quasi-judicial  character,  in  the  determination  of  reasonable 
rates  and  the  making  of  general  rules  and  regulations ;  and  the  other 
is  the  execution  of  those  orders — the  application  of  them  to  traffic, 
and  seeing  to  what  might  be  called  the  daily  supervision  or  opera- 
tion of  the  railroads — quite  distinct  duties.  What  is  your  judgment. 
Mr.  Clark,  as  to  the  division  of  those  two  classes  of  governmental 
supervision,  and  placing  the  purely  administrative  and  executive 
supervision  under  an  administrator,  we  will  say,  for  lack  of  a  better 
term — a  railroad  administrator — and  leaving  the  Interstate  Com- 
merce Commission  to  devote  all  of  its  time  to  hearings,  and  to  the 
formulation  of  general  rules,  and  to  the  determination  of  reasonable 
rates,  and  such  like  duties? 

Commissioner  Clark.  We  have  suggested  in  our  memorandum 
here.  Senator,  conferring  upon  the  commission  rather  broad  powers 
of  regulation  of  physical  operation,  which  we  have  never  had.  But 
putting  aside  the  mere  question  of  regulation  of  trains  and  physical 
operation,  the  great  difficulty  with  separating  the  functions  as  you 
suggest  is  that  very  frequently  the  undue  prejudice  or  the  unjust 
discrimination  rests  in  a  practice  and  not  in  the  rate  itself;  it  re- 
sults from  the  manner  in  which  it  is  applied;  and  we  have  never 
considered  it  from  the  standpoint  of  separation  of  those  duties. 
What  are  ordinarily  termed  the  "  police  powers  " — and  I  appreciate 
that  the  making  of  rates  has  been  held  to  be  a  police  power;  but  I 
do  not  include  that  in  the  expression  at  the  moment — of  the  State 
commissions  is  something  that  we  have  never  felt  any  occasion  to 
interfere  with.  We  feel  that  a  State  commission  is  just  as  well 
qualified  to  say  whether  or  not  a  certain  repair  should  be  made  to  a 
station  as  we  are.  There  have  been  some  questions  of  alleged  inter- 
ference with  interstate  commerce  by  State  commissions  in  their  re- 
quirements as  to  the  running  of  trains.  Some  of  those  questions  have 
gone  to  the  courts;  but  none  has  come  to  us,  because  we  have  never 
had  any  power  to  say  that  a  railroad  should  either  take  off  or  put 
on  a  train. 

Senator  Poindexter.  Then,  I  understand  that  your  recommenda- 
tion is  that  supervision  of  service  and  of  operation  should  be  con- 
tinued under  the  Interstate  Commerce  Commission  rather  than  dele- 
gated to  a  purely  executive  official? 

Commissioner  Clark.  I  think  it  is  better  to  rest  it  with  the  body 
that  has  supervision  of  the  rates  and  their  applications  and  prac- 
tices in  connection  with  the  transportation  of  freight. 
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Senator  Poindexter.  How  will  the  Interstate  Commerce  Com- 
mission, which  is  sitting  hearing  cases  and  studying  very  often  ab- 
struse and  more  or  less  abstract  questions  as  to  general  rules  of 
transportation,  perform  the  work  of  supervision  of  the  operation  of 
trains  and  of  traffic? 

Commissioner  Clark.  In  the  same  way  that  we  perform  the  duties 
of  administering  the  safety-appliance  act,  the  locomotive-and-boiler- 
inspection  act,  and  the  hours-of-service  act. 

Senator  Poindexter.  How  do  you  do  that  ? 

Commissioner  Clark,  Organize  bureaus  of  competent  men  to  do 
it,  and  lay  down  rules  of  procedure. 

Senator  Poindexter.  And  they  report  directly  to  the  Interstate 
Commerce  Commission? 

Commissioner  Clark.  They  handle  all  of  the  details  of  those 
things.  They  have  no  power  to  enter  orders,  but  they  supervise  all 
of  the  inspection  and  investigation,  and  take  care  of  the  suits. 

Senator  Poindexter.  How  are  the  orders  entered  ?  They  have  no 
power  to  enter  orders.  They  see  that  there  is  some  defect  in  opera- 
tion or  some  inefficiency  in  service ;  some  failure  of  the  road  to  com- 
ply w^ith  the  rules  of  the  Interstate  Commerce  Commission,  but  they 
have  no  power  to  correct  that,  and  it  takes  a  considerable  while,  does 
it  not,  before  they  can  get  an  order? 

Commissioner  Clark.  Well,  you  do  not  have  to  enter  an  order 
in  a  case  of  that  kind,  Senator,  because  the  law  provides  a  penalty 
for  that.  These  inspectors  are  continually  in  touch  with  the  local 
officers,  and  they  call  to  their  attention  things  that  are  not  sufficiently 
important  to  report  as  infractions  of  the  law.  However,  where  they 
discover  infractions  of  the  law  they  report  them  to  the  chief  of  the 
bureau  and  he  takes  it  up  with  the  attorney  for  the  bureau,  and 
they  determine  whether  or  not  it  is  a  proper  case  to  present  to  the 
United  States  attorney  for  a  suit  for  penalty. 

Senator  Poindexter.  The  only  remedy  is  a  case  in  court — litiga- 
tion? 

Commissioner  Clark.  That  is  all. 

Senator  Poindexter.  Would  it  not  be  a  gi-eat  deal  better  to  have 
an  official  with  authority  to  make  a  decision  and  to  put  it  into  effect, 
subject  to  revision  by  some  tribunal — perhaps  by  the  Interstate  Com- 
merce Commission? 

Commissioner  Clark.  That  feature  has  been  incorporated  in  the 
locomotive-inspection  law,  because  there  the  inspectors  are  by  law 
authorized  to  order  the  locomotive  out  of  service  if  she  is  in  a  con- 
dition that  they  think  justifies  that  act;  and  they  do  it  sometimes, 
and  we  haA^e  had  very,  very  little  complaint  of  their  acts. 

Senator  Poindexter.  That  is  all. 

Senator  Townsend.  Mr.  Clark,  is  there  very  much  conflict  between 
your  commission  and  the  State  commissions? 

Senator  Clark.  No,  sir. 

Senator  Townsend.  Do  the  State  commissions  manifest  a  disposi- 
tion to  work  in  harmony  with  the  orders  of  the  Interstate  Com- 
merce  Commission? 

Commissioner  Clark.  I  think  that,  speaking  generally,  there  is 
a  very  substantial  disposition  on  the  part  of  the  State  commissions 
to  follow  the  decisions  of  the  Interstate  Commerce  Commission. 
I  do  not  mean  to  say  that  they  do  that  blindly,  but  they  give  a  great 
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deal  of  weight  to  the  decisions  which  our  commission  may  have  made 
in  the  same  situation  or  on  the  same  subject.  There  are  some  ex- 
ceptions to  that  statement. 

Senator  Townsend.  One  of  the  reasons  that  the  raih-oads  havegiven 
for  unified  control  or  for  some  different  control  is  that  they  are 
subject  to  48  forms  of  regulation.  Is  there  much  conflict,  in  refer- 
ence to  the  fixing  of  rates,  between  the  Federal  commission  and  the 
State  connnissions'^ 

Commissioner  Clark.  There  are  a  good  many  cases  in  which  com- 
paint  IS  brought  against  tlie  carriers  of  undue  prference  to  State 
traffic,  or  undue  prejudice  against  interstate  traffic,  on  account  of 
the  different  adjustments  in  the  State  and  interstate. 

Senator  Poinierene.  That  is,  of  rates? 

Commissioner  Clark.  Yes,  of  rates. 

Senator  Townsend.  What  suggestion  have  you  to  cure  that  con- 
dition, if  any? 

Coumiissioner  Clark.  I  have  no  suggestion,  further  than  that 
which  I  have  just  undertaken  to  explain  as  the  view  of  the  commis- 
sion, that  a  great  deal  can  be  accomplished  in  that  w^ay  through  a 
measure  of  cooperation  with  them,  which  is  not  now  provided  for, 
or  for  which  there  is  no  authority.  I  do  not  know  that  it  would  be 
possible  to  remove  it  all  in  that  way,  but  we  think  a  very  substan- 
tial portion  of  it  could  be. 

Senator  Poindexter.  Would  it  not  be  desirable  to  make  it  very 
clear  in  the  law  that  the  Interstate  Commerce  Commission  shall  have 
power  to  review  the  regulations  of  all  the  State  commissions,  and 
have  authority  to  require  them  to  be  harmonized  in  accordance  with 
their  orders,  in  such  way  as  they  might  direct,  and  to  such  extent 
as  the  Interstate  Commerce  Commission  might  decide  to  be  desirable  ? 

Commissioner  Clark.  That  would  conduce  to  a  rapid  approach 
to  harmony  in  those  things.  As  I  have  stated,  we  have  these  com- 
plaints from  neighboring  States.  They  see-saw  back  and  forth  and 
they  come  to  us.  Now%  if  the  States  had  uniform  rates,  and  they 
were  not  unduly  prejudicial  against  interstate  commerce,  there  would 
not  be  any  of  that  conflict ;  but  it  grows  out  of  the  fact  that  the  States 
have  exercised  their  power  to  fix  rates  on  intrastate  shipments  which 
are  lower  than  those  applied  to  interstate  shipments,  and  the  inter- 
state shippers  complain  of  the  discrimination. 

Senator  Townsend.  The  director  general  gave  a  good  many  reasons 
here  the  other  day  in  favor  of  continuing  the  railroad  operation  in 
the  hands  of  the  Government  for  the  next  five  years,  or  for  five  years 
after  the  termination  of  the  w^ar  by  a  treaty  of  peace.  Among  other 
things,  he  seemed  to  think  it  was  absolutely  essential,  in  order  that 
the  Congress  might  act  intelligently,  that  the  physical  valuation  of 
railroads  which  is  now  in  process  should  be  completed.  What  has 
been  your  feeling  about  that?       What  is  your  opinion  about  that? 

Commissioner  Clark.  I  think  it  is  very  desirable  that  that  work 
should  be  completed  as  rapidly  as  possible,  but  I  am  not  very  san- 
guine as  to  an  early  completion  of  it,  because  I  do  not  believe  that 
any  of  the  important  principles  are  going  to  be  accepted,  except 
after  litigation. 

Senator  Pomerene.  Will  you  allow  me  to  ask  just  a  preliminary 
question  there? 

Senator  Townsend.  Certainly. 
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Senator  Pomerene.  Would  you  care,  Mr.  Clark,  to  express  an 
opinion  as  to  when  that  will  be  completed  ? 

Commissioner  Clark.  Senator,  I  could  not  express  any  intelligent 
opinion  about  that. 

Senator  Townsend.  When  it  shall  have  been  completed — that  is, 
when  the  first  heat  shall  have  been  run  in  that  race — then  it  has  got 
to  be  brought  up  to  date  again,  has  it  not?  It  has  got  to  be  kept 
up  to  date  and  constantly  revised,  in  order  to  make  it  of  any  par- 
ticular value? 

Commissioner  Clark.  The  act  provides  that  after  it  has  once  been 
determined,  it  shall  be  kept  up  to  date,  and  that  all  changes  shall  be 
taken  into  account;  and,  manifestly,  that  is  necessary,  if  it  is  to  be 
of  any  lasting  or  permanent  value.  It  would  not  be  of  any  advantage 
to  any  of  us  now  to  know  that  in  1905  a  certain  railway  was  worth 
so  much  money,  because  it  may  have  been  the  same  railroad  or  it 
may  have  been  a  very  different  railroad;  the  conditions  might  have 
been  very  different;  so  that,  for  present  use.  the  question  is:  What  is 
it  worth  to-day? 

The  Chairman.  What  is  your  opinion  of  the  real  practical  value 
of  this  physical  valuation  in  determining  the  questions  that  come 
before  us,  or  that  come  before  your  body? 

Commissioner  Clark.  Well,  the  principal  value,  as  it  seemed  to  us 
when  we  recommended  the  work,  was  that  the  carrier  has  a  con- 
stitutional right  against  confiscation  of  its  property  by  regulation, 
and  in  some  important  cases  the  carriers  have  put  in  a  large  volume 
of  evidence  as  to  the  value  of  their  properties,  and  there  was  nobody 
to  contradict  them.  The  courts  had  no  guide  nor  any  authentic 
valuation,  except  that  of  the  carriers  themselves,  and  except  in  in- 
stances where  the  States  had  made  valuations  of  properties  within 
the  State  boundaries.  And  we  thought  that  a  valuation  of  the 
properties  was  the  only  way  in  which  to  determine,  with  reasonable 
accuracy  or  reasonable  approximation,  the  value  of  the  property 
devoted  to  the  public  use,  which  the  courts  had  held  was  the  measure 
or  the  standard  basis  upon  which  to  determine  the  carrier's  right 
to  earn. 

Senator  Poindexter.  How  about  taking  the  market  value  of  the 
stock  and  the  market  value  of  the  bonds  of  the  roads? 

Commissioned  Clark.  I  should  think  you  would  have  a  founda- 
tion of  sand. 

Senator  Poindexter.  You  do  not  attach  much  importance,  then, 
to  the  market  value? 

Commissioner  Clark.    No. 

Senator  Gore.  The  law  requires  ascertainment  of  the  reproduc- 
tion value — the  cost  of  reproduction? 

Commissioner  Clark.    Yes. 

Senator  Gore.  The  cost  of  reproduction  to-day,  if  it  should  be  ob- 
tained, on  the  basis  of  the  prevailing  high  prices,  as  compared  with 
the  cost  of  reproduction  five  years  ago,  would  be  50  per  cent  higher 
now  than  it  was  then  ? 

Commissioner  Clark.  It  would  be  very  much  higher  and,  I 
presume,  that  much. 

Senator  Gore.  And  if  two  years  from  now  there  comes  a  general 
decline  in  prices,  as  we  all  anticipate  there  will — the  cost  of  re- 
production two  years  from  now  would  be  much  less  than  to-dav? 
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Coininissioner  Clark.  Yes,  that  is  so.  Of  course,  the  reprodiic- 
lion  vnliie  fluctuates  with  the  uiaterial  markets. 

Senator  Gore.    So  that  is  a  shifting  standard  all  the  while? 

Conunissioner  Clark.    Yes. 

Senator  Gore.  And  the  physical  valuation  of  properties  is  only 
one  of  many  factors  in  the  ascertainment  or  determination  of  rates? 

Commissioner  Clark.    I  think  so. 

Senator  Townsend.  Mr.  Clark,  my  colleagues  are  so  much  quicker 
than  I  that  they  anticipate  the  examination  that  I  Avas  contem- 
plating. 

Senator  Gore.    I  beg  your  pardon.  Senator. 

Senator  ToAVNSEiSiD.  Oh.  that  is  all  right.  You  do  it  better  than 
I  could.  But  I  wanted  to  get  your  idea,  Mr.  Clark,  of  the  value  or 
importance  that  should  be  attached  to  physical  valuation.  Were 
you  familiar  with  the  somewhat  celebrated  case  that  occurred  in 
Michigan,  when  in  1902,  I  think  it  was,  26  railroad  companies  con- 
tested our  ad  valorem  tax  law  up  there  as  to  its  constitutionality, 
and  the  State,  with  which  I  was  connected  at  that  time,  in  the 
defense  of  the  suit,  undertook  to  find  out  what  the  value  of  the 
railroads  was,  because  the  railroads  contended  that  the  rates  fixed  by 
the  railroad  commission  were  higher  than  the  rates  placed  upon 
ordinary  property,  and  that  rate  was  used  as  the  basis  for  fixing 
the  railroad  rates — the  rate  of  taxation.  You  may  recall  that  at 
that  time  we  had  a  physical  valuation  of  every  spike  and  tie  and 
every  particle  of  property  that  was  owned  by  the  railroads;  we 
also  attempted  two  other  methods  of  finding  the  value  of  the  rail- 
road property ;  one  by  capitalization  of  their  earnings  for  an  average 
period  of  time,  and  the  other  through  the  stock  and  bond  proposi- 
tion, as  suggested  by  Senator  Poindexter.  And  the  remarkable 
thing  about  that  Avas  that  with  all  the  millions  of  dollars  worth 
of  property  involved,  the  three  methods,  if  I  recall  the  figures  cor- 
rectly, came  out  within  about  $6,000,000  of  each  other.  So  my  object 
in  asking  you  the  question  was  to  develop  whether  or  not  in  this 
emergency  the  commission,  if  it  were  left  to  it,  could  determine  ap- 
proximately what  the  value  of  the  railroad  properties  in  the  country 
was,  without  this  physical  valuation  being  completed? 

Commissioner  Clark.  Yes,  I  think  we  could  determine  approxi- 
mately w^hat  they  are  w^orth,  but  I  do  not  think  that  determination 
would  stand  in  the  courts,  unless  it  were  made  in  a  way  that  it  could 
be  defended. 

Senator  Townsend.  Could  you  not  defend  the  stock  and  bond 
proposition  suggested  by  Senator  Poindexter?  The  courts  have  ac- 
cepted that  in  other  cases. 

Commissioner  Clark.  I  have  never  been  able  to  convince  myself 
that  the  market  quotations  of  stocks  or  bonds  of  a  railroad  are  an 
accurate  guide  as  to  the  value  of  the  property  or  even  of  the  secur- 
ities themselves. 

Senator  Townsend.  At  any  rate,  taken  for  a  term  of  years,  under 
normal  conditions,  it  gives  you  a  fairly  good  idea  of  what  men 
familiar  with  those  properties  think  their  value  is? 

Commissioner  Clark.  Yes,  it  does;  but  it  requires  very  careful 
analysis  to  determine  what  that  capitalization  represents — what 
is  behind  it.  Take  two  railroads,  operating  side  by  side,  and  one 
may  be  capitalized  at  $130,000  a  mile,  and  the  other  at  $60,000  a  mile. 
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Senator  Poindexter.  You  cannot  arrive  at  absolute  accuracy  by 
any  method,  can  you? 

Commissioner  Clark.  I  do  not  think  you  can. 

Senator  Poindexter.  You  are  bound  to  have  a  certain  factor  of 
error  ? 

Commissioner  Clark.  You  can  arrive  at  almost  absolute  accuracj' 
in  an  inquiry  into  the  physical  value  of  the  railroad  property,  but 
then  you  are  up  against  the  difficulty  of  the  value  of  its  intangible 
assets. 

Senator  Poindexter.  And  by  the  time  you  make  a  determination 
as  to  the  value  of  the  intangible  assets,  the  physical  value  of  it  has 
changed  ? 

Commissioner  Clark.  Yes. 

Senator  Townsend.  The  intangible  assets  are  not  susceptible  of 
exact  inventory? 

Commissioner  Clark.  No  ;  that  has  to  be  a  matter  of  judgment. 

Senator  Townsend.  You  have  got  to  use  the  best  methods  of 
judgment  known  to  determine  the  intangible  value? 

Commissioner  Clark.  Yes. 

Senator  Townsend.  You  did  not  think  that  the  fact  that  we  did 
not  have  this  physical  valuation  now  was  an  insuperable  obstacle  in 
deternjining  what  the  value  of  the  railroads  is  for  the  purpose  of 
enacting  new  legislation?     I  do  not  think  I  misunderstood  you. 

Commissioner  Clark.  No ;  I  do  not  think  it  is  an  insuperable  ob- 
stacle. I  do  not  think  that  knowledge  is  at  all  essential  to  the  deter- 
mination of  the  questions  which  press  for  determination  now,  except 
possibly  you  may  want  to  consider  the  question  of  Government 
ownership — the  purchase  of  the  property. 

Senator  Poindexter.  How  much  is  that  physical  valuation  work 
going  to  cost,  Mr.  Clark? 

Commissioner  Clark.  The  main  work.  Senator,  of  our  Bureau  of 
Valuation  will  be  completed  within  the  next  two  years.  After  that 
the  work  of  all  our  field  forces,  engineers,  and  accountants,  etc., 
will  be  simply  that  of  keeping  up  with  the  changes  that  have  been 
made  and  that  are  made  from  time  to  time,  so  that  those  forces  will, 
in  the  main,  be  dispersed.  The  work  is  costing  approximately 
$3,000,000  a  year. 

Senator  Townsend.  How  many  years  have  you  been  at  it? 

Commissioner  Clark.  Well,  it  has  not  cost  that  much  each  year 
since  we  have  been  at  it.     I  do  not  remember  the  date  we  began. 

Senator  Pomerene.  What  proportion  of  the  work  is  completed 
now? 

Commissioner  Clark.  I  should  rather  furnish  that  a  little  later, 
Senator.  We  have  those  figures — the  best  estimates  that  can  be 
made — from  the  Director  of  Valuation,  but  I  have  not  them  in  mind. 
I  am  rather  sure  that  he  insists  that  the  field  work,  as  we  call  it — 
that  is,  the  inventory  and  the  engineering — will  be  completed  in  1921, 

Senator  Townsend.  This  cost  of  $3,000,000  a  year  is  a  Government 
expense,  is  it? 

Commissioner  Clark.  Yes. 

Senator  Toavnsend.  What  other  cost  is  there?  Is  the  railroad  put 
to  any  expense  in  this  matter? 

Commissioner  Clark.  Oh,  yes;  a  very  substantial  expense.  I 
presume  their  expense,  in  the  aggi'egate,  is  as  great  as  that  of  the 
Government. 
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Senator  Poindexter.  But  tlie  railroad's  expense  is  all  ultimately 
paid  for  by  tlie  people  in  rates,  is  it  not? 

Commissioner  Clark.  Yes. 

Senator  Gore.  The  railroads  have  some  people  of  their  own  who 
go  along  with  your  people,  have  they  not? 

Commissioner  Clark.  Yes,  sir;  especially  in  the  engineering 
measurements,  for  determining  the  reproduction  cost;  the  quantities 
that  have  been  placed  in  fills,  and  the  quantities  that  have  been 
removed  from  cuts,  and  the  quantities  of  ties  and  rails,  etc.  Every 
effort  is  made  to  straighten  out  any  little  differences  that  may  arise 
on  the  ground,  and  they  try  to  settle  there  anything  that  might 
grow  into  a  controversy  later. 

Senator  Toavnsend.  I  want  to  ask  three  or  four  questions  in  con- 
nection with  Mr.  McAdoo's  testimony.  Among  other  things  that 
Mr.  McAdoo  urged  as  reasons  for  Government  control  was  that  he 
could  standardize  equipment.  I  want  to  ask  you  if  equipment  could 
be  standardized — engines,  cars.  etc. — consistently  with  the  highest 
economy  and  efficiency? 

Commissioner  Clark.  I  think  that  some  degree  of  standardiza- 
tion— and  a  greater  degree  than  now  exists — is  not  only  attainable, 
but  very  desirable;  but  complete  standardization  is  not  at  all  prac- 
ticable, in  my  judgment. 

Senator  Townsend.  Why? 

Commissioner  Clark.  The  locomotive  that  is  adapted  for  service 
on  a  level  road  is  not  suited  for  service  on  a  road  that  has  adverse 
grades.  The  car  that  is  suitable  for  moving  coal,  for  example,  from 
the  mines  to  the  lakes  or  to  the  ports,  or  to  industries  that  have 
equipped  themselves  with  trestles  for  the  use  of  those  cars,  would 
not  be  at  all  adapted  to  the  distribution  of  coal  out  in  the  prairie 
country,  to  small  stations,  where  it  has  to  be  shoveled  out  of  the 
cars;  and  so  we  might  go  on  through  with  other  examples.  The 
box  car  is  available  for  use  and  is  used  for  more  different  commodi- 
ties than  any  other  type  of  car,  and  might,  I  think,  with  good  re- 
sults be  substantially  standardized. 

Senator  Gore.  The  question  of  bridges  has  a  good  deal  to  do  with 
the  type  of  locomotive  that  can  be  used,  has  it  not? 

Commissioner  Clark.  Yes;  the  bridges  on  a  railroad  are  built 
Avith  a  vieAv  to  the  use  of  the  motive  power  that  is  adapted  to  that 
railroad.  There  are  locomotives  that  are  built  for  use  on  heavy 
grades,  that  have  strong  tractive  power,  adapted  for  slow  movement 
on  those  grades,  that  would  not  be  at  all  usable  where  no  grades 
existed  and  the  movement  was  more  rapid. 

Senator  Townsend.  Mr.  McAdoo  also  emphasized  to  quite  an  ex- 
tent the  fact  that  the  per  diem  charges  for  the  use  of  cars  should 
be  abolished.  To  what  extent,  in  your  opinion,  could  that  be  done, 
and  do  you  think  it  ought  to  be  done? 

Commissioner  Clark.  It  seems  to  me,  Senator,  that  under  private 
ownership  the  owner  of  the  car  is  entitled  to  compensation  for  its 
use,  if  it  is  used  by  others;  and  I  see  no  way  of  compensating  it 
except  on  a  mileage  or  per  diem  basis.  It  was  suggested — and  the 
suggestion  is  not  entirely  without  merit — that  periods  of  car  short- 
age could  be  tided  over;  that  the  necessities  of  the  whole  country 
could  be  better  met  if  all  the  cars  were  owned  by  one  corporation, 
and  all  of  the  railroads  paid  for  the  use  of  them,  on  the  basis  of  use, 
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makino-  a  more  mobile  pool  of  equipment,  that  could  be  used  in  dif- 
ferent sections  of  the  country  more  satisfactorily  and  more  effect- 
ively, under  a  good  organization  of  that  kind,  than  can  be  provided 
under  separate  ownership. 

Senator  Toavnsend.  Would  it  be  practicable  to  compel  every  rail- 
road company  to  own  sufficient  cars  to  meet  every  possible  emergency 
which  might  come  to  that  road? 

Commissioner  Clark.  No,  because  I  do  not  think  you  can  deter- 
mine what  that  possible  emergency  may  be. 

Senator  Gore.  And  it  would  not  be  economical,  even  if  you 
could  ? 

Commissioner  Clark.  No,  it  would  not  be  economical,  because  it 
would  involve  the  construction  and  maintenance  of  sufficient  cars 
to  meet  the  maximum  demand  at  any  moment.  The  maximum  de- 
mand does  not  ordinarily  last  more  than  a  few  weeks,  and  the  equip- 
ment would  have  to  lie  idle  for  the  remainder  of  the  year,  accruing 
depreciation  and  eating  up  interest. 

Senator  Town  sex  d.  Mr.  McAdoo  also  dwelt  to  a  great  extent  upon 
the  fact  that  the  present  administration  of  railroads  has  been  able 
to  secure  larger  loads  or  heavier  loads;  and,  if  I  understand  him  cor- 
rectly, he  suggested  that  that  would  be  one  of  the  benefits  of  Govern- 
ment control,  such  as  he  advocated;  namely,  increasing  the  load  of 
the  car.     You  heard  his  testimony  on  that,  did  you,  Mr.  Clark? 

Commissioner   Clark.  Yes. 

Senator  Toavxsend.  What  have  you  to  say  about  that  ? 

Commissioner  Clark.  The  larger  load  you  can  carry  in  an  in- 
dividual car  and  the  larger  tomiage  you  can  haul  in  a  given  transpor- 
tation unit,  the  more  economical  ^till  be  your  transportation.  The 
increased  loading  over  former  times  was  very  evident  in  1917,  and 
has  persisted  through  1918. 

Senator  Watson.  That  was  brought  about  by  the  railway  war 
board,  was  it  not? 

Commissioner  Clark.  I  was  going  to  say  that  my  judgment  is, 
knowing  what  I  do  about  it,  that  it  is  largely  due  to  a  cordial  co- 
operation on  the  part  of  the  shippers,  who  have  recognized  the  diffi- 
culties, and  who  have  been  willing  to  load  the  maximum;  and  that 
it  has  also  been  contributed  to,  somewhat,  by  the  car  shortage.  The 
shippers  knew  they  could  not  get  all  the  cars  they  wanted,  and, 
therefore,  they  would  get  all  the  freight  they  could  into  what  they 
could  get.  It  has  been  contributed  to  by  regulations  prescribed  by 
the  War  Industries  Board  and  by  the  Food  Administration.  The 
Food  Administration  issued  an  order  that  flour  should  not  be  sold 
under  a  Food  Administration  license  in  lots  of  less  than  60,000 
pounds.  Therefore,  if  I  wanted  to  purchase  from  you  a  car  of  flour. 
I  had  to  purchase  60,000  pounds,  which  could  be  put  into  one  car, 
and  that  would  be  the  natural  result  of  it,  although  the  tariff  of  the 
railroad  under  which  the  shipment  moved  did  not  require  a  loading 
in  excess  of  40,000  pounds. 

Senator  Pomerene.  Did  not  the  railroads  themselves  insist  that  the 
cars  should  be  more  heavily  loaded? 

Commissioner  Clark.  Oh  yes;  they  did  everything  to  encourage 
that,  and  there  has  been  a  progressive  tendency  in  the  direction  of 
heavier  loading.  Cars  are  built  nowadays  with  a  very  much  larger 
capacity  than  they  used  to  have,  and  the  railroads  are  desirious  of 
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utilizing  that  increased  carrying  capacity  as  far  as  they  can,  but  their 
minimum  Aveights,  as  prescribed  in  their  tariffs,  are  controled  or 
influenced  to  a  aieat  extent  by  what  are  called  "  commercial  mini- 
mums."  The  trade  has  adjusted  itself  to  a  certain  commercial  mini- 
mum, and  they  want  to  buy  in  car  lots  of  a  given  number  of  thou- 
sand pounds,  and  the  result  is  that  a  carload  of  30,000  pounds,  recog- 
nized as  the  "  connnercial  minimum,"  moves  in  a  car  that  could  just 
as  well  carry  fifty,  sixty,  or  even  eighty  thousand  pounds  of  the 
same  commodity.  And  the  commercial  minimums  have  been  fixed 
by  some  of  the  States  through  their  commissions,  out  of  recognition 
of  the  desires  of  the  smaller  dealers  to  avail  themselves  of  the  advan- 
tages of  the  carload  rates  and  carload  movements,  and  their  inability 
to  handle  a  carload  that  is  as  large  in  volume  and  in  investment  as 
two  carloads  under  the  minimum  to  which  they  have  been  accus- 
tomed; so  that  the  question  of  car  loading  is  affected  very  substan- 
tially by  commercial  conditions,  and  the  extent  to  Avhich  those  com- 
mercial conditions  are  recognized. 

Senator  Poindexter.  I  understood  Senator  Towsend's  questjion  to 
bear  on  the  relation  of  Government  operation  to  this  maximum  load- 
ing. Suppose  that  it  is  desirable  to  have  as  large  a  load  as  possible 
in  each  car,  and  as  many  cars  in  a  train  as  can  possibly  be  handled ;  is 
it  necessary,  or  would  it,  in  your  opinion,  be  conducive  toward  that 
end  to  have  Government  ownership  and  Government  operation? 

Commissioner  Clark.  No,  I  do  not  think  that  is  at  all  essential, 
because  if  the  Government's  policy  is  to  make  that  the  prime  or  con- 
trolling consideration,  all  that  is  necessary  is  to  let  the  railroads  put 
up  the  minimum. 

Senator  Poindexter.  The  railroads  would  be  inclined  to  do  that, 
would  they,  as  a  matter  of  self-interest  ? 

Commissioner  Clark.  Yes,  they  have  shown  a  progressive  dispo- 
sition to  increase  the  minimum  weights. 

Senator  Poindexter.  Suppose  the  railroads  were  not  under  a  sys- 
tem of  enlarged  supervision  or  control,  they  could  be  required  to  do 
that,  could  they  not? 

Commissioner  Clark.  If  the  commission  had  the  power  to  fix  the 
minimum  rate  as  well  as  the  maximum.  The  minimum  weight  is  a 
part  of  the  rate.  We  are  now  authorized  to  say  to  the  carrier,  "  You 
shall  charge  a  rate  not  in  excess  of  so  much,  and  you  may  fix  a  mini- 
mum weight  not  in  excess  of  so  much,"  but  we  can  not  say  that  it 
shall  not  go  as  far  below  that  as  it  chooses  to  go. 

Senator  Town  send.  Do  the  railroads  at  the  present  time  abuse  the 
minimum  weight  provision  ?  Do  they  fix  it  too  low  for  the  economy 
of  the  shippers  and  the  public  generally? 

Commissioner  Clark.  The  shippers  do  not  think  so. 

Senator  Townsend.  And  what  if  you  did  fix  the  minimum  unduly 
high ;  would  that  be  for  the  good  of  the  public  or  otherwise  ? 

Commissioner  Clark.  I  would  say  it  would  not  be  for  the  good 
of  the  people  to  fix  it  unduly  high.  It  is  a  question  of  reason.  I 
should  think  it  could  be  made  unduly  high,  just  as  it  could  be  made 
unduly  low. 

Senator  Townsend.  There  has  been  a  good  deal  of  talk  here — and 
I  am  not  clear  about  it  myself;  I  do  not  know  but  that  the  figures 
we  have  asked  for  will  show  it — that  the  Railroad  Administrator 
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raised  the  freight  rates  of  the  country  and  then  issued  an  order  in- 
creasing the  wages  of  employees,  and  made  them  date  back  to  Janu- 
ary 1 ;  and  in  all  the  reports  that  the  administrator  has  made  here,  he 
has  introduced  that  fact  as  an  element  which  has  been  reflected  in 
the  reports  sinc9  June  last.  Do  you  know,  or  is  your  commission 
familiar  with  the  facts,  as  to  how  much  of  that  back  wage  was  paid 
in  June,  or  when  this  order  first  took  effect  ?  Was  a  large  portion  of 
the  back  wages  paid  then,  or  was  it  distributed  through  the  six  or 
seven  months  since? 

Commissioner  Clark.  I  understand  that  the  largest  amount  of  it 
that  was  paid  in  any  single  month  Avas  paid  in  June,  and  that  is 
reflected  by  the  figures  which  have  been  introduced  here,  which  will 
shoAv  that  the  operating  ratio  during  the  month  of  June  was  some- 
thing over  110  per  cent;  but  I  understand  that  the  back  wages  were 
paid  as  they  were  able  to  figure  them  out  and  get  the  payments  made, 
the  largest  single  month,  as  I  say,  being  June,  but  that  it  continued 
on  through  perhaps  September.  I  have  not  any  accurate  information 
as  to  the  amount  paid  in  any  month,  or  as  to  just  when  the  payment 
was  completed,  if  it  has  been  completed.  It  may  be  that  there  are 
some  questions  still  pending,  but  they  will  be  of  minor  importance. 

Senator  Toavnsend.  I  received  a  letter  yesterday  from  a  railroad 
man  stating  that  he  understood  his  wages  had  been  increased  back 
to  January,  but  that  he  had  not  received  that  increase  as  yet;  so  I 
imagine  that  possibly  some  of  it  is  still  pending.  I  had  thought  that 
probably  it  would  be  paid  as  promptly  as  possible,  and  that  the  sub- 
sequent months  might  be  freed  from  that  load,  and  that  Ave  could 
make  something  of  a  comparison  bctAveen  the  later  months  of  Gov- 
ernment control  and  the  corresponding  months  in  1917.  Now,  I  do 
not  knoAv  Avhether  you  were  asked  this  question  or  not,  but  I  want  to 
ask  it :  Do  you  know  whether  that  increase  in  Avages  was  scientific, 
and  applied  with  proper  justice  to  all  the  employees  of  the  railroad? 

Commissioner  Clark.  No,  I  do  not;  I  have  heard  criticisms  of  it 
in  individual  instances.  I  think  that  there  have  been  controversies 
as  to  its  application  in  individual  instances  since  that  time,  but  1 
have  no  knowledge  in  the  situation  that  would  justify  my  ofi^ering 
any  criticism  of  the  general  work  of  the  board.  I  understand  that 
their  purpose  was  to  recognize,  in  a  larger  degree  at  least,  the  lower 
paid  employees,  and  to  afford  them  what  they  deemed  to  be  appro- 
priate Avages  in  the  light  of  the  living  conditions  of  to-day. 

Senator  Gore.  And  those  engaged  in  the  operating  Avork  were  ad- 
vanced, but  not  the  station  agents? 

Senator  Toavnsend.  I  did  not  understand  your  question,  Senator. 

Senator  Gore.  I  say,  as  I  understand  the  increase  in  wages  has 
been  to  those  engaged  in  the  operating  departments,  generally. 

Commissioner  Clark.  I  understand  increases  haA^e  been  made  to  all 
employees. 

Senator  Gore.  I  was  talking  to  a  man  yesterday,  and  he  said  that 
the  station  agent  at  Rockville.  Md.,  had  not  been  increased,  and  that 
he  did  not  get  as  much  pay  now  as  the  man  Avho  flags  the  trains  as 
they  pass. 

Commissioner  Clark.  I  do  not  knoAv  about  that  particular  case, 
Senator.    I  do  knoAv  that  the  director  general  issued  an  order  quite 


EXTENSION   OP   GOVERNMENT  CONTEOL  OF   RAILROADS.         369 

lecently  affecting  the  pay  of  the  employees  that  you  have  referred 
to — the  station  agents  and  the  telegraph  agents,  etc. 

Senator  Gore.  I  have  had  two  or  three  complaints  from  those  men 
who  work  inside. 

Senator  Townsend.  Do  you  think,  Mr.  Clark,  as  a  general  propo- 
sition, that  the  increased  wages  are  too  high,  or  ought  not  to  have 
been  made? 

Commissioner  Clark.  No,  sir;  I  do  not  think  so. 

Senator  Townsend.  Now,  the  railroad  administrator  emphasized 
that — -and  I  though  it  was  for  the  purpose  of  showing  or  making  an 
appeal  to  the  laboring  men  of  the  country  that  under  Government 
control  they  would  get  higher  wages.  Now,  under  existing  law,  when 
you  pass  upon  the  justness  and  reasonableness  of  a  rate,  do  you  take 
into  consideration  what  the  railroads  pay  in  wages? 

Commissioner  Clark.  We  take  into  consideration  the  net  results 
of  operation ;  and  the  operating  expenses,  we  know,  contain  as  their 
principal  item,  the  wages  paid  to  employees ;  and  the  principal  reasons 
assigned  by  the  railroads  in  justification  of  the  proposed  15  per  cent 
increase  were  the  increased  operating  expenses  due  to  increased 
wages  Avhich  they  had  been  obliged  to  grant,  and  the  increased  cost 
of  fuel  and  other  supplies,  and  that  was  the  basis  of  our  awarding  it. 

The  Chairman.  The  usual  hour  of  adjournment  has  arrived,  but 
there  being  no  session  of  the  Senate  to-day,  we  will  continue  until 
half  past  twelve,  if  that  is  agreeable  to  you  gentlemen  ? 

Senator  Cummins.  Yes. 

Senator  Townsend.  If  an  increase  were  to  be  granted  by  the  rail- 
roads to  the  employees  generally,  the  commisison  would  take  that  into 
consideration  in  fixing  a  rate  ? 

Commissioner  Clark.  Necessarily  it  must. 

Senator  Toavnsend.  I  gathered  the  impression  from  what  was  said 
the  other  day  that  possibly  it  would  not  be  done.  You  do  not  need 
any  new  law  for  that  now,  do  you  ? 

Commissioner  Clark.  No,  sir. 

Senator  Cuminiins.  In  order  to  understand  one  of  the  tables  that 
Mr.  Clark  has  introduced,  I  want  to  ask  him  a  question  about  it.  The 
loss  and  damage  claims  that  are  paid  in  connection  with  the  move- 
ment of  freight  and  persons  are  entered  in  the  railroads'  accounts 
as  a  cost  of  transportation,  are  they  not  ? 

Commissioner  Clark.  Operating  expenses. 

Senator  Cummins.  Operating  expenses  ? 

Commissioner  Clark.  Yes. 

Senator  Cummins.  Did  the  railroads,  prior  to  the  Government's 
taking  possession,  report  the  claims  that  were  pending  and  unpaid? 

Commissioner  Clark.  No,  sir. 

Senator  Cummins.  So  that  in  the  account  or  in  the  table  that  you 
have  introduced  showing  the  comparative  cost  of  operation  during  the 
first  10  months  of  1917,  as  compared  with  the  first  10  months  of 
1919,  the  claims  that  were  paid  for  loss  and  damage  appear? 

Commissioner  Clark.  Yes,  sir. 

Senator  Cummins.  How  did  you  get  the  claims  that  were  paid  by 
the  Railroad  Administration  on  this  account? 

Commissioner  Clark.  From  the  reports  of  the  operating  expenses 
of  the  individual  carriers. 
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Senator  Cummins.  As  reported  by  the  individual  carriers? 
Commissioner  Clark.  Yes. 

Senator  Cummins.  Have  you  any  information,  or  can  you  secure  any 
information  and  give  it  to  the  committee,  with  regard  to  the  amount 
of  claims  paid  during  the  first  10  months  of  1917  and  the  amount 
paid  during  the  first  10  months  of  1918? 

Commissioner  Clark.  We  will  be  very  glad.  Senator,  to  get  those 
figures,  in  so  far  as  they  are  available.  I  hesitate  to  promise  them, 
because  I  do  not  think  they  are  reflected  in  the  monthly  reports — 
that  is,  segregated. 

Senator  Cummins.  Well,  if  they  are  not 

Commissioner  Clark  (interposing).  And  if  they  are  not,  we  would 
be  able  to  get  them  only  by  special  reports  or  from  the  annual  reports. 
Senator  Cummins.  Is  there  any  way  that  you  can  get  and  give  to 
the  committee  the  aggregate  amount  of  claims  for  loss  or  damage  to 
property  or  persons  pending  and  unpaid  on  the  1st  of  November, 
1918? 

Commissioner  Clark.  We  could  get  it  by  requiring  a  special  re- 
port from  the  individual  carriers. 

Senator  Cummins.  Would  that  be  a  difficult  thing  to  do? 
Commissioner  Clark.  Oh,  no. 

Senator  Cummins.  So  that  we  could  compare  the  amount  pending 
and  unpaid  at  the  end  of  October,  1918,  with  the  amount,  if  you  will 
get  it,  pending  and  unpaid  on  the  1st  of  November,  1917.  The  reason 
I  ask  that  is  this:  It  has  been  reported  to  me  many  times  that  the 
Eailroad  Administration  is  pursuing  a  p^olicy  of  refusing  to  recog- 
nize or  pay  the  claims  which  have  arisen  in  the  operation  of  the 
property,  or,  if  not  refusing,  at  least  making  it  very  difficult  to  reach 
any  conclusion  with  regard  to  them ;  and  I  would  like  some  informa- 
tion upon  that  point,  if  you  can  get  it. 

Commissioner  Clark.  We  will  undertake  that.  Senator.  I  know  of 
no  way  to  get  it,  except  by  special  report  from  the  carriers,  because 
we  never  get  any  report  as  to  the  number  or  volume  of  claims  pend- 
ing and  unpaid. 

Senator  Pomerene.  I  have  understood  that  an  order  has  been  is- 
sued to  the  effect  that  no  claim  shall  be  paid  unless  it  is  made  within 
four  months  from  the  time  of  shipment.    I  should  like  to  know  what 
authority  of  law  there  is  for  that  order. 
Senator  Gore.  War  power. 

Senator  Cummins.  Do  you  ask  that  of  Mr.  Clark? 
Senator  Pomerene.  Yes. 

Commissioner  Clark.  I  think  that  the  bill  of  lading  contains  such  a 
provision.    I  will  not  be  certain  about  that,  but  I  think  it  does. 

Senator  Cummins.  Just  one  question  with  regard  to  the  valuation 
proceeding.    This  valuation  was  begun  about  1912,  was  it  not? 
Commissioner  Clark.  I  think  so. 

Senator  Cummins.  Now,  you  were  required  or  asked  to  find  several 
items  of  value.  One  of  them  was  the  cost  of  reproduction  new;  an- 
other was  the  cost  of  reproduction  with  depreciation;  and  another 
was  the  original  cost  or  the  investment.  You  have  not  been  very 
successful  in  ascertaining  the  original  cost,  as  I  understand. 

Commissioner  Clark.  Because  the  records  are  not  available  from 
which  it  could  be  determined. 
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Senator  Cummins.  Yes.  The  cost  of  reproduction,  if  that  be  the 
standard  of  value,  changes  with  every  year,  does  it  not? 

Commissioner  Clark.  Yes,  sir. 

Senator  Cummins.  And  if  that  standard  were  applied  at  this  mo- 
ment it  would  be  25  or  30  or  40  per  cent  more  than  it  was  at  the  time 
the  engineers  gave  their  estimate  that  is  now  on  file? 

Commissioner  Clark.  Yes,  sir. 

Senator  Cummins.  Then  how  would  that  furnish  any  real  basis 
for  the  adjustment  of  rates — a  cost  of  reproduction  10  j-ears  ago? 

Commissioner  Clark.  I  do  not  think  it  would. 

Senator  Cummins.  If  the  railroads  are  entitled  to  a  return  upon 
the  value  of  their  property 

Commissioner  Clark  (interposing).  I  do  not  think  it  would 
furnish  a  basis. 

Senator  Cummins.  If  you  were  to  adopt,  however,  the  standard — 
and,  of  course,  the  courts  must  ultimately  pass  upon  it — of  the  in- 
vestment in  the  property,  and  consider  that  as  the  thing  protected 
by  the  Constitution  against  confiscation,  it  would  be  a  fixed  and 
permanent  standard,  and  one  that  could  be  used  so  long  as  the 
question  was  alive,  could  it  not? 

Commissioner  Clark.  Yes,  sir. 

Senator  Cummins.  I  do  not  wish  to  anticipate  the  opinion  of  the 
commission  on  these  disputed  points,  but  why  can  not  the  original 
cost  be  ascertained  by  estimate,  if  the  books  are  not  available,  just 
as  easily  as  you  can  take  the  opinion  with  regard  to  the  cost  of  repro- 
duction ? 

Commissioner  Clark.  Well,  they  do  not  take  the  opinion  as  to  the 
cost  of  reproduction.  Senator.  The  cost  of  reproduction  is  ascer- 
tained by  engineering  inquiries  on  the  ground,  and  they  measure 
the  quantities  of  dirt  or  rock  that  have  been  removed,  and  they 
apply  the  unit  prices  that  are  governed  by  a  very  careful  study 
over  a  period  of  years  immediately  preceding  the  date  of  valuation ; 
so  that  the  reproduction  cost  as  of  that  date  is  substantially  as 
accurate  an  estimate  of  reproduction  cost  as  is  the  estimate  of  what 
is  there  and  what  it  is  worth  to-day  in  its  present  condition. 

Senator  Cummins.  That  is,  what  it  would  cost  to  reproduce  it 
to-day,  but  if  you  have  the  time  at  which  the  property  was  con- 
structed, and  if  you  have  the  pri(  es  which  prevailed  at  that  time, 
which  I  would  think  would  be  accessible,  what  is  the  difficulty  of 
ascertaining  the  cost  of  the  property  at  the  time  it  was  constructed? 

Commissioner  Clark.  I  do  not  "think  there  is  any  special  diffi- 
culty about  it.  I  think  it  would  be  infinitely  simpler  than  some  of 
the  things  this  valuation  act  does  require  of  us. 

Senator  Cummins.  That  is  what  I  think. 

Commissioner  Clark.  We  are  in  court  here  now  in  the  District  on 
a  mandamus  proceeding.  The  Kansas  City  Southern  Eailway  is 
attempting  to  mandamus  us  to  do  something  which  the  Supreme 
Court,  in  the  Minnesota  rate  cases,  said  was  impossible  of  accom- 
plishment, and,  if  undertaken,  it  had  no  basis  but  pure  speculation ; 
and  yet  Mr.  Untermyer  is  down  here  asking  the  courts  of  the  Dis- 
trict of  Columbia  to  issue  a  writ  of  mandamus  ordering  us  to  do  it. 

Senator  Poindexter.  You  will  be  in  a  bad  fix  if  they  recover. 

Connnissioner  Clark.  Yes. 
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Senator  Cuiniimins.  There  is  provision  in  the  Constitution  against 
cruel  and  inhuman  legal  punishment. 

Senator  Gore.  That  would  be  justifiable  contempt,  in  that  case. 

Senator  Townsend.  Mr.  McAdoo  also  urged  here  before  the  com- 
mittee, as  one  of  the  reasons  for  Government  control,  that  we  had 
established  a  merchant  marine — are  building  one  that  is  going  to 
be  of  great  value  of  the  country — and  that  by  Government  control 
that  merchant  marine  could  be  operated  in  connection  with  the  rail- 
roads to  better  advantage  than  it  otherwise  could  be.  Now.  under 
the  present  law  you  have  control  over  joint  rates  and  rates  in  con- 
nection with  inland  waterways  and  railroads? 

Commissioner  Clark.  Yes. 

Senator  Townsend.  Is  there  any  reason  why  a  law  could  not  be 
passed  which  would  be  effective,  and  practically  giving  the  Inter- 
state Commerce  Commission  power  to  coordinate  the  operation  of  the 
ships  and  the  railroads? 

Commissioner  Clark.  I  assume  that  the  Congress  would  have  the 
right  to  place  that  duty  or  jurisdiction  where  it  might  deem  wise. 
We  have  never  entertained  the  idea  that  we  would  be  given  juris- 
diction to  determine  the  ocean  rates  of  transportation.  We  have 
power  now,  under  the  Panama  Canal  Act,  to  prescribe  preferential 
rates  to  the  port  on  railroad  traffic  which  is  for  water  transportation 
beyond ;  but  I  do  not  think  it  has  ever  been  suggested  that  we  ought 
to  have  jurisdiction  of  the  rates  from  our  ports  to  the  foreign  coun- 
tries by  water. 

Senator  Toavnsend.  Assuming  that  he  is  correct — that  it  is  desir- 
able  that  there  should  be  imifiecl  control  of  railroads  and  the  ocean 
traffic  in  our  merchant  marine,  can  you  conceive  of  any  obstacles 
that  ^vould  lie  in  the  way  of  giving  the  commission,  or  whatever 
body  we  might  select,  authority  over  the  railroad  and  the  ocean 
traffic  ? 

Commissioner  Clark.  No. 

Senator  Lewis.  Mr.  Commissioner,  I  would  like  to  ask  you  your 
judgment  as  to  tAvo  things:  first,  sir,  do  the  members  of  the  Inter- 
state Commerce  Commission,  so  far  as  j^ou  have  gathered,  feel  that 
with  the  passing  of  the  roads  into  the  hands  of  the  Government, 
either  for  five  years  or  as  a  permanent  policy,  the  Interstate  Com- 
merce Commission  would  be  abolished? 

Commissioner  Clark.  I  have  never  heard  one  of  them  raise  that 
question,  Senator. 

Senator  Lewis.  Is  it  your  judgment  or  not,  sir,  that  their  opinion 
as  to  wdiether  we  should  take  the  roads  over  is  at  all  influenced  by 
the  fact  that  the  Interstate  Commerce  Commission  would,  in  the 
natural  course  of  things,  be  abolished? 

Commissioner  Clark.  I  do  not  think  any  member  of  the  commis- 
sion has  been  influenced  in  the  slightest  by  that  thought. 

Senator  Poindexter.  That  would  not  necessarily  follow,  would  it? 
That  if  the  Government  should  take  over  the  roads  the  Interstate 
Commerce  Commission  would  be  abolished? 

Commissioner  Clark.  We  have  not  thought  of  it  from  that  stand- 
point at  all. 

Senator  Poindexter.  No;  but  it  is  obvious,  is  it  not,  that  that 
would  not  be  the  case  ? 
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Senator  CuMisrixs.  There  would  be  a  great  deal  more  for  them  to 
do  than  ever  before. 

Senator  Lewis.  The  theory  of  the  Interstate  Commerce  Commis- 
sion now  is  to  protect  the  people;  that  is,  the  Government  as  well  as 
the  roads,  so  as  to  have  an  eqnal  and  fair  adjustment  of  rates. 
Now,  if  the  Government  were  to  take  over  the  railroad  properties 
itself,  the  Government  would  not  have  to  have  a  separate  agency  to 
perform  the  duties  now  performed  by  the  Interstate  Commerce 
Commission ;  they  would  be  performed  by  the  officials  of  the  Govern- 
ment, would  they  not? 

Commissioner  Clark.  They  could  be,  Senator.  I  anticipate  that 
if  the  Government  owned  the  railroads,  it  would  find  that  it  had  on 
its  hands  a  great  many  complaints  and  controversies  raised  by  the 
shippers  throughout  the  country,  and  of  course  they  could  be  left 
for  determination,  to  the  executive  officers  of  the  railroad  bureau  or 
department,  or  whatever  it  was,  or  to  some  other  tribunal,  as  Con- 
gress might  deem  wise. 

Senator  Lewis.  So  no  fear  on  the  part  of  the  members  of  the 
Interstate  Commerce  Commission  of  losing  their  places  has  entered 
into  their  attitude  with  regard  to  the  Government  taking  over  the 
railroads? 

Commissioner  Clark.  Absolutely  not. 

Senator  Lewis.  I  have  seen  it  reported  frequently,  but  I  will  take 
the  commissioner's  word  for  it. 

Senator  Underavood.  If  the  examination  is  concluded,  I  would  like 
to  make  a  suggestion  before  we'adjourn. 

Senator  Gore.  I  would  like  to  ask  the  commissioner  one  or  two 
questions.  Mr.  Clark,  have  you.  ever  considered  the  advisability  of 
requiring  the  railroads  to  own  the  merchant  marine  ? 

Commissioner  Clark.  No,  sir. 

Senator  Gore.  Perhaps,  in  conjunction  with  the  Government? 

Commissioner  Clark.  No,  sir;  we  have  never  considered  that. 
Our  knowledge  of  the  merchant  marine  is  only  that  which  the  aver- 
age citizen  acquires  by  reading  the  newspapers,  and  we  do  not  pre- 
tend to  have  any  real  knowledge  of  it. 

Senator  Gore.  We  have  heard  a  lot  about  unifying  the  railroads 
of  the  United  States.  Of  course,  commerce  is  not  merely  national; 
it  is  largely  international.  It  has  occurred  to  me  that  if  we  would 
require  the  railroads  to  own  the  ships,  we  might  in  that  way  get  a 
larger  and  more  comprehensive  utilization  of  the  port  facilities  of 
the  country. 

Commissioner  Clark.  I  should  say.  Senator,  that  there  is  no  room 
for  contradiction  of  the  statement  that  a  close  coordination  of  effort 
and  unity  of  purpose  as  between  our  railroad  transportation  systems 
and  our  merchant  marine,  assuming  that  we  are  going  to  operate  a 
merchant  marine  in  foreign  commerce,  would  go  far  toward  ex- 
panding the  commerce  of  this  countrv,  and  would  be  of  great  benefit 
to  the  commercial  interests  of  the  country  at  large. 

Senator  Gore.  I  have  particularly  in  mind  the  fact  that  New 
York  Harbor  is  very  often  glutted  with  outgoing  commerce,  due  to 
the  desire  on  the  part  of  the  railroads  to  get  the  haul  to  New  York 
over  their  lines.  Now,  if  the  railroads  were  serving  all  the  ports, 
and  were  interested  in  the  merchant  marine,  it  would  make  no  differ- 
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ence  to  them  to  which  port  the  traffic  might  be  hauled,  and  I  think 
that  in  that  way  the  conmierce  would  be  better  distributed,  and  that 
it  might  relieve  that  congestion. 

Commissioner  Clark.  Senator,  I  am  not  willing,  even  by  silence, 
to  assent  to  the  proposition  that  the  congestion  of  this  foreign  com- 
merce at  New  York  is  entirely  due  to  a  desire  on  the  part  of  the  rail- 
roads to  haul  the  traffic  to  that  port.  The  shippers  send  their  freight 
wherever  they  choose,  over  the  open  routes.  The  shipping  interests 
on  the  Atlantic  Ocean  prefer  to  come  to  the  port  of  New  York. 

Senator  Gore.  Yes. 

Commissioner  Clark.  And  the  shippers  make  their  engagements 
with  the  ships  for  transportation  to  or  from  New  York,  and  the  rail- 
road has  but  little  election  in  that  respect. 

Senator  Gore.  Of  course,  that  may  be  true,  but  that  illustrates  the 
point  I  had  in  mind,  that  if  the  merchant  marine  were  controlled  by 
the  railroads,  and  they  were  a  common  interest,  they  might  patronize 
other  ports  and  thus  avoid  this  congestion  ? 

Commissioner  Clark.  I  think  that  economy  in  the  whole  situation 
could  be  attained  in  times  of  heavy  traffic  by  a  more  equable  distri- 
bution of  the  export  movements  through  the  various  ports. 

Senator  Gore.  Yes ;  that  is  what  I  had  in  mind. 

Commissioner  Clark.  Now,  Mr.  Chairman,  I  am  through.  I  will 
just  hand  to  the  reporter  a  little  memorandum  of  citations  and 
quotations  from  reports  of  the  commission  to  the  Congress  and  others 
in  w^hich  it  has  made  expressions  with  regard  to  the  necessity  for 
the  power  to  fix  the  minimum  rate,  which  may  be  of  some  con- 
venience to  you. 

The  Chairman.  We  will  be  very  glad  to  have  it. 

(The  memorandum  above  referred  to  appears  in  full  below,  as 
follows:) 

Wrongs  caused  by  improperly  adjusted  rates  over  independent  lines  from 
competing  cities  to  a  common  destination  can  not  be  corrected  witliout  au- 
thority to  prescribe  both  the  maximum  and  minimum  rate,  and  the  com- 
mission is  not  empowei-ed  to  do  either.  (Savannah  Bureau  of  Frt.  &  Trans,  v. 
Charleston  &  S.  R.  Co.,  7  I.  C.  C,  458;  decided  December  31,  1897.) 

The  principle  permitting  the  carrier  to  make  low  rates  to  meet  competition 
has  its  limitations;  it  will  not  justify  the  making  of  rates  which  will  not  be 
remunerative,  as  that  must  result  in  throwing  undue  burdens  upon  others. 
(1  I.  C.  C,  227;  2  I.  C.  C,  231.) 

The  Supreme  Court  has  held  that  carriers  in  meeting  competitive  rates  are 
not  justified  in  carrying  traffic  for  less  than  cost,  since  they  would  thereby 
impose  upon  noncompetitive  traffic  the  burden  of  the  loss.  (Farmers,  etc.  Club 
V.  A.  T.  &  S.  F.  Ry.  Co.  et  al.,  12  I.  C.  C,  351.) 

The  subject  of  minimum  rates  is  first  discussed  at  length  in  the  commission's 
Seventli  Annual  Report  (1893),  on  pages  38  and  39  of  which  will  be  found  the 
following : 

"  The  act  confers  upon  the  commission  the  power  to  reduce  a  rate  that  is 
unreasonbly  high,  but  not  to  raise  a  rate  that  is  unreasonably  low.  Experience 
has  fully  satisfied  us  that  this  is  a  defect  in  the  statute.  It  was  doubtless 
thought  that  the  interests  of  carriers  who  make  rates  would  be  sufficient  assur- 
ance against  unreasonably  low  rates,  and  it  would  not  have  been  unnatural 
if  legislators  had  gone  further  and  said,  at  first  blush,  if  carriers  will  not  shield 
themselves  against  too  low  rates  the  fault  is  their  own  and  they  are  entitled 
to  no  relief  at  the  hands  of  the  Government.  This  is  plausible,  and  perhaps 
would  be  sound  if  railroads  were  operated  directly  by  their  owners  in  person 
and  not  by  an  army  of  agents,  and  if  the  evils  resulting  from  unreasonably 
low  rates  did  not  disastrously  affect  business  interests  and  the  connnerce  of  the 
country. 
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"  No  fact  is  better  established  by  experience,  or  more  generally  conceded  by 
candid  experts  on  the  subject,  than  that  the  rule  of  the  statute,  viz,  that  rates 
should  be  just  and  i-easonable  and  without  preference,  unjust  discrimination  or 
favoritism  as  between  individuals,  localities,  or  particular  descriptions  of 
traffic  is  the  best  for  all  interests  concerned  in  transportation.  The  concession 
is  practically  universal;  therefore,  any  practice  of  carriers  that  violates  this 
rule  must  operate  to  the  detriment  of  one  or  more  of  such  iutcM-  sis.  It  is 
easy  to  see  that  an  unreasonably  low  rate  must  injure  the  carrier  by  depriving 
it  of  revenue  that  the  statute  ride  would  give  and  which  the  carrier  ought 
to  have.  This  loss  of  revenue  is,  as  a  matter  of  course,  equally  bad  for  the 
stockholders.  The  unreasonably  low  rate  never  happens,  as  a  rule,  except  in 
the  case  of  trafhc  to  competitive  points.  It  is  unrestricted  competition  that 
brings  rates  below  what  is  just  and  reasonable.  Revenue  lost  by  the  adoption 
of  unreasonably  low  rates  to  competitive  points  can  only  be  compensated  for 
by  rates  above  what  is  reasonable  and  just  to  noncompetitive  points.  These 
outnumber  the  competitive  points  very  largely.  Therefore,  unreasonably  low 
rates  must  always  operate  unjustly  to  a  large  proportion  of  traffic  and  a  large 
class  of  shippers.  In  a  word,  the  tendency  of  unjustly  low  rates  to  one  point 
is  in  the  direction  of  unreasonably  high  rates  to  others,  thereby  causing  a  dis- 
tribution of  the  burdens  of  transportation  which  is  unjust  and  in  violation  of 
the  spirit  and  letter  of  the  statute. 

"  Nearly  every  city  in  the  country  of  any  considerable  size  is  both  a  com- 
mercial and  a  railroad  center ;  therefore,  a  competitive  point  in  both  respects. 
The  principal  traffic  to  such  points  being  under  these  competitive  influences, 
without  statutory  restriction  as  to  rates,  they  become  unstable  and  radically 
varying,  especially  at  times  of  rate  wars  between  competitive  carriers.  Ship- 
pers mainly  agree  that  unstable  rates  are  injurious  to  business  industries 
and  to  commerce  generally.  They  claim  that  reasonable  rates  that  are  stable 
are  better  than  sporadic  low  rates  that  are  below  what  is  just  and  reasonable. 
We  are  well  satisfied  by  experience  that  the  stability  of  just  rates  can  never 
be  assured  without  the  sustaining  aid  of  the  law.  The  power  to  limit  minimum 
rates  to  competitive  points  would  tend  strongly  to  promote  stable  rates. 

"  AVe  can  anticipate  no  opposition  to  such  legislation,  as  its  purpose  and 
effect  would  be  the  protection  of  the  interests  and  rights  of  the  general  public, 
as  well  as  carriers,  and  without  possible  injury  to  the  latter,  and  it  is  believed 
it  would  render  the  administration  of  the  law  easier  and  more  successful. 

"  No  more  extended  discussion  of  the  necessities  and  advantages  of  conferring 
upon  the  commission  the  power  and  duty,  under  proper  limitations,  of  pre- 
scribing minimum  rates  as  well  as  maximum  rates  on  traffic  to  competitive 
points  is  here  submitted,  because  it  will  be  found  in  Appendix  D  to  this 
report.  We,  without  hesitation  or  doubt,  recommend  an  amendment  embody- 
ing the  proposition." 

On  page  78  of  the  same  report  the  commission  recommends  "  that  power  be 
conferred  on  the  commission  to  prescribe  minimum  as  well  as  maximum  rates 
to  competitive  points."  The  same  recommendation  is  repeated  in  the  Eighth 
Annual  Report  (1894),  page  78.  In  the  Eleventh  Annual  Reiwrt  (1897),  page 
143,  it  is  recommended  that  the  commission  should  have  power  "  to  fix  both  a 
maximum  and  minimum  rate  when  that  may  be  necessary  to  prevent  dis- 
criminations under  the  third  section."  In  the  Twelfth  Annual  Report  (1898), 
page  26.  the  commission  remarks,  after  citing  various  cases,  that : 

"  These  cases  fully  support  what  was  in  substance  said  by  the  commission 
in  its  last  report — that  without  authority  to  determine  and  order  a  maximum 
rate  after  due  hearing  and  investigation  the  commission  can  not  execute  the 
provision  in  the  first  section  of  the  law  requiring  reasonable  rates,  nor  the 
just  relations  of  rates  which  are  required  under  the  first  and  third  sections ; 
and  that  the  power  to  prescribe  a  minimum  as  well  as  a  maximum  rate  is 
necessary  to  enforce  the  prohibition  against  undue  preference  as  between 
localities  in  cases  where  the  places  involved  are  not  served  by  the  same  line." 

The  National  Convention  of  Railroad  Commissioners  in  their  report  for  1899 
voted  unanimously  to  recommend  the  immediate  passage  by  Congress  of  such 
laws  as  will  effectually  suppress  the  transportation  evils  and  abuses  described 
in  the  various  annual  reports  of  the  Interstate  Commerce  Commission.  The 
above  association  at  its  convention  in  1901  resolved  that  the  Interstate  Com- 
merce Commission  be  clothed  with  power  and  authority  to  fix  minimum,  maxi- 
mum, and  differential  charges.  The  text  of  the  resolution  is  set  out  in  full  on 
page  82  of  the  commission's  Fifteenth  Annual  Report  (1901). 
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The  following  quotations  are  taken  from  tlic  couunission's  reports  as  indi- 
cated : 

"  There  are  two  ways  in  which  this  discrimination  niisht  be  removed.  First, 
the  rate  upon  tlie  bass  mltiht  be  reduced,  but  it  would  be  unjust  to  compel 
these  defendants  to  receive  less  than  a  reasonalile  charge  for  tlie  transporta- 
tion of  that  commodity.  Second,  the  rates  on  the  burlaps  might  be  advanced, 
but  the  commission  has  no  authoritv  to  prescribe  a  mininuun  rate  (Percy 
Kent  Co.  v.  N.  Y.  C.  &  H.  R.  K.  Co.,  15  I.  C.  C.  439,  442.) 

"  If  we  were  authorized  to  tix  a  minimum  rate,  or  to  tx'eat  the  carriers  col- 
lectively as  a  single  unit  or  system,  the  adjustment  complained  of  is  one 
which  might  call  for  correction.  (Roberts  Cotton  Oil  Co.  r.  I.  C.  R.  R.  Co., 
21  I.  C.  C,  248,  251.) 

"  If  all  the  carriers  serving  the  competitive  fields  in  West  Virginia,  Ohio,  and 
Pennsylvania  were  before  the  couunission,  it  might  be  possible  for  us  to  estab- 
lish proper  differentials  on  the  basis  of  full  testimony.  All  these  carriers, 
however,  are  not  l)efore  the  commission  ;  b\;t  even  if  they  were,  the  conuuission 
would  still  be  powerless  to  prescribe  a  minimum  rate,  without  which  a  fixed 
relation  among  these  different  fiekls  hardly  can  be  enforced.  It  is  well  known 
that  Congress  has  not  yet  seen  fit  to  grant  this  power  to  the  commission. 
Again,  assuming  that  the  commission  were  to  establish  a  maximum  rate  from 
Pittsburgh  to  Ashtabula  Harbor  of  less  than  78  cents,  and  that  in  addition  we 
were  tO'  establish  the  differential  between  the  Pittsburgli  and  all  the  other 
fields,  this  Pitsburgh  rate  would  be  virtually  an  absolute  rate,  and  the  estab- 
lishment of  rates  from  the  other  districts  through  the  instrumentality  df  the 
differential  likewise  would  be  the  establishment  of  a  specific  rate  from  those 
districts.  Therefore  the  (-ommission,  by  indirection,  would  establish  absolute 
rates  from  all  these  districts  on  lake-cargo  coal.  Efficiency  and  equity  In  regu- 
lation alike  require  it ;  nevertheless,  Congress  has  not  yet  granted  such  power. 
(Boileau  v.  P.  .^  L.  E.  R.  R.  Co.,  24  I.  C.  C,  129,  133.) 

"  If  the  carriers  whicli  reach  Memphis,  and  are  parties  to  the  22-cent  rate  to 
St.  Louis,  were  required  to  withdraw  from  participation  in  the  22-cent  rate  to 
St.  Louis,  so  long  as  they  maintain  a  rate  in  excess  of  25  cents  to  IViemphis, 
it  would  simply  mean  that  the  other  lines  reaching  St.  Louis  would  obtain 
more  of  the  tralfic  to  that  point  with  less  competition.  It  can  not  be  said,  there- 
fore, that  the  maintenance  of  the  22-cent  rate  to  St.  Louis  is  the  vountary  act 
of  the  defendants  which  reach  INIemphis.  If  we  were  authorized  to  fixe  a  mini- 
nuun rate,  or  to  treat  tlie  carriers  collectively,  as  a  single  unit  or  system,  the 
adjustment  complained  of  is  one  which  might  call  for  correction.  (Memphis 
Freight  Bureau  r.  B.  &  Q.  R.  R.  Co.,  28  I.  C.  C,  543,  547.) 

"  The  allegation  that  rates  paid  by  complainants'  competitors  are  '  unreason- 
ably low  '  and  '  should  be  corrected  by  an  increase,'  while  sliowing  plainly  the 
nature  of  the  case  before  us.  does  not  present  an  issue  within  the  scope  of 
the  act  upon  which  the  commission  couhl  make  an  order,  ludess  the  relation  of 
rates  attacked  results  in  such  discrimination  or  preference  as  the  act. con- 
demns.    (Anson,  Gilkey  &  Hurd  Co.  v.  S.  P.  Co..  33  L  C.  C-,  332,  334.)" 

Commissioner  Clark.  In  conclusion,  I  want  to  say  that  I  read  at 
the  opening  of  my  statement  a  memorandiun  which  was  assented 
to  by  all  of  the  commissioners,  except  as  it  was  departed  from  in  a 
separate  memorandum  by  Commissioner  Woolley,  which  I  also  read. 
I  was  delegated  to  come  here  and  present  that  for  the  commission, 
and,  of  course,  I  Avas  authorized  by  the  commission  to  support  for 
the  whole  commission  any  statement  contained,  or  any  principle 
outlined  in  that  paper.  This  examination  has  taken  a  rather  Avide 
range,  and  I  have  been  called  upon  to  answer  off-hand  a  good  many 
questions;  and  I  think  it  is  only  fair  to  say  that  in  the  matters  of 
detail  my  colleagues  may  differ  with  me,  and  are  not  to  be  held 
bound  by  answers  that  I  have  made,  which  go  beyond  the  expres- 
sions which  are  contained  in  the  paper  which  I  was  authorized  to 
submit  for  the  whole. 

Senator  Underwood.  Mr.  Chairman,  sometime  ago  a  joint  com- 
mittee of  the  two  Houses  was  appointed  under  what  was  known  as 
the  "Newlands  resolution,"  and  took  a  great  deal  of  testimony.    Much 
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of  that  testimony  is  pertinent  to  the  inquiry  here,  and  filong  the 
same  lines,  and  is  lil^elj^  to  be  repeated,  if  it  is  not  made  a  part 
of  this  record  here.  I  wish  to  ask  that  tliat  testimony  taken  before 
tlie  Newhmds  committee  be  printed  as  an  appendix  to  this  hearing, 
and  indexed  with  it. 

Tlie  Chairman.  Without  objection,  that  will  be  done.  I  would 
like  to  have  an  executive  session,  now,  and.  Commissioner  Clark 
being  through,  all  others  than  members  of  the  committee  will  re- 
tire from  the  room. 

Mr.  Thom.  Before  you  go  into  executive  session,  I  wish  to  say 
that,  at  veiy  considerable  expense,  we  have  had  a  compilation  or  a 
synopsis — and  by  very  competent  hands— of  the  laws  of  all  the 
States  in  respect  to  corporations,  and  their  conflict  of  regulation, 
etc.  It  is  quite  voluminous,  and  it  might  be  of  sufficient  value  for 
this  committee  to  order  it  to  be  printed.  AVould  it  be  possible  for 
you  to  appoint  a  subcommittee  to  look  into  that,  and  to  determine  the 
question  whether  it  is  sufficiently  of  public  interest  to  have  it  printed? 

The  Chairman.  I  will  take  that  up  with  connnittec,  and  let  you 
know  later. 

(Whereupon,  at  12.25  o'clock  p.  m.,  the  committee  went  into 
executive  session;  and  later  adjourned  until  Monday,  January  13. 
1919,  at  10  o'clock  a.  m.) 
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MONDAY,  JANUARY   13,   1919. 

Committee  on  Interstate  Commerce, 

United  States  Senate, 

Washi7igton,  D.  C. 
The  committee  met,  pursuant  to  adjournment,  in  room  410,  Senate 
Office  Building,  at  10  o'clock  a.  m.,  Senator  Ellison  D.  Smith  pre- 
siding. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Woolley, 
you  may  proceed  in  your  own  way  in  discussing  this  question.  Would 
you  prefer  to  get  through  with  your  statement  and  then  have  questions 
asked  you,  or  do  you  prefer  to  have  them  asked  you  as  you  go  along? 
Commissioner  Woolley.  I  should  like  very  much  to  get  through 
with  mj^  statement  first.  Senator. 

The  Chairman.  Very  well,  sir;  then  you  may  proceed. 

STATEMENT  OF  MR.  EGBERT  W.  WOOLLEY,  OF  FAIRFAX,  VA., 
MEMBER  OF  THE  INTERSTATE  COMMERCE  COMMISSION. 

Commissioner  Woolley.  I  would  like,  preliminary  to  starting  my 
statement,  to  file  two  exhibits  that  I  have  here. 

The  Chairman.  You  may  do  that. 

Commissioner  Woolley.  The  first  is  a  table  of  statistics  showing 
the  market  quotations  on  railroad  stocks  as  of  July  1, 1914,  just  prior 
to  the  beginning  of  the  war  in  Europe;  then  as  of  April  7,  1917; 
October  1.  1917;  December  28,  1917;  November  12,  1918;  December 
2,  1918:  December  3,  1918;  December  10,  1918;  and  December  27, 
1918. 

Senator  Pomerene.  May  I  ask  what  was  the  special  reason  for 
selecting  those  particular  dates  ? 

Commissioner  Woolley.  The  special  reason  was  this :  That  July  1, 
1914,  shows  the  stock  market  just  at  the  beginning  of  the  period  of 
panic  prior  to  the  starting  of  the  European  war.  I  should  perhaps 
state  right  here,  Senator,  that  these  quotations  were  published  in  the 
Commercial  and  Financial  Chronicle,  which  is  a  recognized  and  re- 
liable weekly  publication  devoted  to  financial  matters,  and  that  the 
date  of  the  quotation  is  not  the  date  of  the  publication,  but  is  the 
actual  date  of  sale,  and  the  statement  is  submitted  to  show  the  state 
of  the  stock  market  at  critical  periods  prior  to  and  during  the  war 
and  following  the  signing  of  the  armistice. 

For  instance,  April  7,  1917,  would  represent  the  stock  market  the 
day  after  we  entered  the  war.     October  1,  1917,  is  a  period  at  about 
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the  beginning  of  the  congested  condition  of  the  roads,  prior  to  the 
taking  of  them  over  by  the  Federal  Government.  December  28,  1917, 
would  represent  the  date  on  which  they  were  taken  over.  November 
1'2,  1918,  is  the  da}^  following  the  signing  of  the  armistice.  December 
2,  193  8,  is  the  day  the  President  addressed  the  Congress  relating  to 
the  railroads.  December  3,  1918,  is  the  day  following.  December 
10,  1918,  is  the  day  before  Director  General  McAcloo  sent  his  letters 
to  Chairman  Smith,  of  the  Senate  committee,  and  to  Chairman  Sims, 
of  the  Ploiise  committee ;  and  December  27,  1918,  represents  the  state 
of  the  market  following  the  declared  attitude  of  the  administration 
through  the  Director  General. 

Senator  Cummins.  What  stocks  are  represented  there? 

Commissioner  Woolley.  There  is  a  long  list  of  them.  Senator. 

Senator  Cummins.  They  are  not  averages?  They  are  individual 
railroads? 

Commissioner  Woollet.  They  are  individual  railroads;  yes. 

Senator  Kellogg.  Will  you  tell  me  what  earthly  relevancy  the 
fluctuations  of  the  stock  market  in  New  York  City  could  have  to 
legislation  for  the  control  of  the  railroads  ? 

Commissioner  Woolley.  It  is  simply  an  exhibit  in  connection  with 
the  statement  that  I  made  the  other  day,  Senator,  in  regard  to  the 
ability  of  the  roads  to  finance  themselves  were  they  to  be  turned 
back.  1  stated  that  the  stocks  were  either  depressed  or  discredited, 
and  that,  in  spite  of  the  protest  in  many  quarters  that  the  roads 
should  be  returned,  following  the  statement  of  Director  General 
McAdoo  there  had  been  a  decline  in  the  prices  of  these  railroad  se- 
curities, as  shown  by  the  stock-market  quotations,  in  some  cases  of 
as  much  as  20  per  cent;  and  it  is  in  order  simply  to  amplify  that 
statement  that  I  Avish  to  file  this. 

Senator  Kellogg.  Well,  the  only  financing  the  Government  has 
done  for  the  railroads  is  to  use  about  half,  or  a  little  over  half,  of 
$500,000,000  of  a  revolving  fund  and  to  borrow  from  one  road  and 
lend  it  to  another,  is  it  not? 

Commissioner  Woolley.  You  might  express  it  that  way. 

Senator  Kellogg.  Is  there  any  other  financing  that  the  Govern- 
ment has  done? 

Commissioner  W^oolley.  No.  I  am  not  speaking  of  what  financ- 
ing the  Government  has  done.  AVhat  I  was  trying  to  show  is  that 
the  owners  of  the  securities  themselves  apparently  prefer  to  have 
the  income  on  these  securities  guaranteed  rather  than  have  them 
handed  back  to  private  control  with  the  uncertainty  of  income  to 
follow. 

Senator  Kellogg.  Had  we  not  better  rely  on  the  holders  of  the 
securities  to  say  wdiat  they  Avant  when  they  come  before  us,  rather 
tlian  upon  the  fluctuations  of  the  stock  market? 

Commissioner  Woolley.  Well,  that  is  for  you  to  say. 

Senator  Cummins,  Do  those  tables  show  the  volume  of  trading  in 
lliesc  stocks  at  those  particular  dates? 

Commissioner  AVoolley.  No  ;  they  do  not.  I  could  file  that,  if  you 
wish  it. 

Senator  Cummins.  That  is  to  say,  do  they  indicate  whether  it  is  a 
general  movement  of  the  investors  or  whether  it  is  simply  a  move- 
ment of  certain  speculators? 

Commissioner  Woolley.  No. 
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Senator  McLean.  I  take  it  you  do  not  favor  Mr.  McAdoo's  threat 
to  return  these  roads  immediately,  unless  the  five-year  plan  is  ac- 
cepted ? 

Commissioner  Woolley.  I  would  bow  to  the  discretion  of  the 
President  in  that  matter,  were  he  to  decide  differently;  but  my  opin- 
ion is  that  these  roads  should  be  continued  under  Federal  control,  as 
I  propose  to  show  here  in  the  statement  I  am  about  to  read. 

Senator  McLean.  I  understand  you  are  in  favor  of  the  five-year 
period  ? 

Commissioner  Woolley.  Yes. 

Senator  McLean.  According  to  your  statement  as  appended  to  the 
statement  given  by  Commissioner  Clark? 

Commissioner  Woolley.  Yes,  sir. 

Senator  McLean.  And  you  state  in  that  memorandum  that  Mr. 
McAdoo's  threat  caused  an  immediate  decline  in  the  prices  of  stocks, 
in  some  instances  to  the  extent  of  20  per  cent  ? 

Commissioner  Woolley.  Yes. 

Senator  McLean.  So  I  assume  from  that  that  you  do  not  favor 
that  threat  if  a  reasonable  time  could  be  had  and  legislation  could 
be  formulated? 

Commissioner  Woolley.  No.  I  told  the  Director  General  frankly 
that  I  thought  he  ought  not  to  try  to  give  the  roads  back. 

Senator  Kellogg.  About  the  security  holders :  I  understand  there  is 
a  committee  of  security  holders — at  least,  it  so  appeared  in  the 
papers — representing  a  large  number  of  security  holders  in  railroads. 
Is  that  true  ? 

Commissioner  Woolley.  I  understand  so. 

Senator  Kellogg.  Then,  is  not  that  the  best  way  of  getting  at  their 
view — to  get  it  from  the  owners  themselves? 

Commissioner  Woolley.  That  is  perfectly  agreeable  to  me.  Senator. 

Senator  Kellogg.  Do  you  think  the  fluctuations  in  the  New  York 
stock  market  are  a  very  good  index  of  what  the  security  holders 
want  or  desire  as  to  Government  ownership  or  control? 

Commissioner  Woolley.  If  you  speak  of  the  "security  holders" 
as  representing  a  small  group 

Senator  Kellogg  (interposing).  No;  I  speak  of  the  security 
holders  generally. 

Comrnissioner  Woolley.  Senator,  I  have  no  way  of  knowing  just 
how  many  security  holders  the  organization  to  which  you  have 
referred  represents. 

Senator  Kellogg.  Well,  we  can  find  out  when  they  come  before  us  ? 

Commissioner  Woolley.  I  have  found  in  the  past  that  the  stock 
market  is  sometimes  a  fairly  good  indication  of  public  feeling. 

Senator  Kellogg.  And  that  is  generally  an  indication  of  the  feel- 
ings of  the  bulls  and  bears  on  Wall  Street,  is  it  not  ? 

Commissioner  Woolley.  Sometimes. 

The  Chairman.  Mr.  Woolley,  I  would  suggest  that  that  might 
come  very  pertinently  after  you  have  finished  your  general  state- 
mjent,  as  bearing  on  the  arguments  you  may  set  forth  in  your  general 
statement. 

Commissioner  Woolley.  Of  course,  in  my  general  statement  I 
have  taken  an  entirely  different  tack  to  this,  and  it  really  would 
have  no  relation  to  it.  I  simply  wanted  to  file  the  table  in  connection 
with  what  I  said  the  other  day. 
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Senator  Cummins.  We  ought  to  let  it  be  filed,  at  any  rate. 

The  Chairman.  Oh,  I  do  not  object  to  his  filing  it,  but  I  think  he 
should  make  his  general  statement  first. 

Senator  Kellogg.  I  do  not  see  the  relevancy  of  it,  although  I  have 
no  objection  to  his  filing  it. 

The  Chairman.  It  will  be  received,  Mr.  Woolley. 

(The  statement  above  referred  to  appears  in  full  at  the  end  of 
to-day's  proceedings,  marked  "  Table  I.") 

Commissioner  Woolley.  I  have  another  exhibit  that  I  would  like 
to  file.  It  is  a  list  of  all  the  steam  railways  under  Federal  control, 
as  furnished  to  me  by  the  United  States  Kailroad  Administration 
January  2, 1919,  and  contains  data  as  to  mileage,  capital  stock,  bonded 
indebtedness,  etc.,  compiled  by  our  Bureau  of  Statistics  from  an- 
nual reports  of  the  carriers  to  the  Interstate  Commerce  Commission 
for  the  year  ended  December  31,  1917. 

The  purpose  of  filing  this  exhibit  is  to  show  the  number  of  roads 
under  Federal  control  that  are  not  in  the  hands  of  receiA'ers  as  well 
as  those  that  are  in  the  hands  of  receivers,  the  mileage,  bonded  indebt- 
edness, and  capital  stock  of  each;  and  the  recapitulation  shows  that 
there  are  altogether  under  Federal  control  194,026.73  miles  of  road 
owned ;  240,719.35  miles  of  road  operated ;  that  the  capital  stock  actu- 
ally outstanding  is  $6,713,790,760.37;  that  the  bonded  indebtedness  is 
$8,833,409,980.88.  In  other  words,  the  bonded  indebtedness  of  these 
roads  is  over  a  billion  dollars  more  than  the  capital  stock  outstanding. 

Senator  Cummins.  How  many  roads  are  included  in  the  table  which 
shows  eight  billion  of  bonded  indebtedness? 

Commissioner  Woolley.  AH  roads,  Senator,  under  Federal  con- 
trol; and  a  list  of  those  roads,  together  with  the  accompanying  data, 
is  given  in  this  exhibit. 

Senator  McLean.  Do  you  know  what  percentage  of  that  stock  is 
owned  by  the  roads? 

Commissioner  Woolley.  I  have  not  that  figure.  Senator. 

The  Chairman.  Without  objection,  that  will  be  received  also. 

(The  statement  aboA'e  referred  to  appears  in  full  at  the  end  of  to- 
day's proceedings,  marked  "  Table  II.") 

Senator  Townsend.  Have  you  just  one  copy  of  that  statement,  or 
have  3"ou  other  copies? 

Commissioner  Woolley.  I  have  only  one  copy  of  it.  Senator,  I  am 
sorry  to  say.  The  statement  was  received  by  me  only  this  morning 
from  our  Bureau  of  Statistics,  and  I  have  not  had  time  to  have  it 
copied. 

Now,  if  it  be  agreeable  I  will  start  m}^  main  statement : 

In  my  dissenting  memorandum,  which  Commissioner  Clark  kindly 
read  to  this  honorable  committee  a  few  days  ago,  I  gave  several  rea- 
sons Avhy  I  consider  it  highly  advisable  to  continue  Federal  control  of 
our  railroads  and  to  grant  the  extension  of  the  period  of  control  asked 
by  Director  General  McAdoo.  Probably  my  chief  reason,  the  one 
which  deals  Avith  the  very  fundamentals  of  the  transportation  problem 
of  the  United  States,  is  that  in  my  humble  opinion  our  freight-rate 
structure  is  unscientific,  illogical,  and  laden  with  preferences,  and 
that  a  sufficient  time,  with  conditions  normal,  must  be  granted  for 
testing  a  plan  calculated  to  do  exact  justice  to  the  whole  people  rather 
than  to  the  shipper  and  the  carrier  as  classes  of  the  people. 
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I  submit  that  in  the  suggestions  made  here  and  in  the  learned  dis- 
cussions which  have  characterized  these  hearings,  only  the  interests 
of  the  railroads  on  the  one  hand  and  of  the  shippers  on  the  other  have 
been  really  considered.  There  has  been  talk  of  the  public,  but  in 
terms  of  groups  rather  than  of  the  whole,  for  if  the  rights  and  needs 
of  the  man  on  the  farm  or  the  man  in  the  village  are  to  be  placed  on  a 
par  Avith  those  of  the  man  in  the  large  city — if  the  small  town  is  to  be 
given  equal  opportunity  with  the  big  tow^n — then  I  protest  that  this 
committee  and  the  Congress  must  make  certain  that  the  final  solution 
of  the  transportation  problem,  so  far  as  legislation  is  concerned,  shall 
guarantee  that  degree  of  unification  of  all  our  railroads,  large  and 
small,  which  will  make  possible  the  installation  of  a  nation-wide  rate 
structure  based  upon  a  terminal-plus-straight-mileage  charge.  With- 
out such  a  uniform  arrangement  no  equitable  development  of  our 
agricultural  and  mineral  resources,  our  community  life,  and  our  small 
seaports  can  be  accomplished. 

I  propose  to  demonstrate  to  this  hono7'able  committee  that  the 
freight  rate  is  not  simply  an  academic  question  to  be  settled  with 
the  consent  of  shipper  and  carrier,  but  that  it  goes  to  the  heart  of 
our  social  and  economic  problems,  and  that  upon  it  depends  almost 
wholly  the  very  existence  of  thousands  of  communities  and  the 
happiness  and  chance  to  prosper  of  millions  of  our  people.  I  pro- 
pose to  prove  that  our  commercial  development  has  been  dictated 
by  the  railroads,  that  communities  or  industries  have  developed  or 
failed  to  develop  as  the  officials  of  our  great  transportation  system 
have  decreed,  and  that  the  effect  of  the  exercise  of  the  rate-making 
power,  at  least  so  far  as  absorbing  enormous  terminal  costs  in  the 
line-haul  rate  is  concerned,  has  been  and  is  taxation  of  small  towns 
and  rural  communities  without  representation. 

The  rate  structure  under  competitive  conditions  has  been  a  gradual 
growth,  and  the  Interstate  Commerce  Commission,  under  the  pro- 
visions and  restrictions  of  the  act  to  regulate  commerce,  has  in  reality 
specialized,  rather  than  equalized,  conditions  all  over  the  land  in 
trying  to  perfect  that  structure.  Instead  of  the  number  of  situations 
calling  for  adjudications  being  gradually  decreased,  they  are  being 
increased.  This  can  be  readily  understood  when  it  is  borne  in  mind 
that  action  in  a  given  case,  as  a  rule,  involves  limited  areas,  and  that 
in  attempting,  with  only  the  carriers  and  shippers  appearing,  to 
equalize  conditions  in  a  community  or  group  of  communities,  certain 
relations  to  other  situations  are  almost  invariably  interfered  with, 
and  so  soon  as  the  new  inequalities  become  irksome,  more  actions 
are  brought  before  the  commission.  I  submit  that  it  is  time  for  the 
Government,  in  behalf  of  all  the  people,  to  announce  a  policy  of  its 
own  in  equalizing  commercial  conditions,  and  to  take  this  legislative 
function  definitely  and  permanently  out  of  the  hands  of  the  rail- 
roads. 

I  beg  to  summon  to  my  support  very  distinguished  authority. 

Twenty-two  years  ago  the  late  Mr.  Justice  Harlan,  of  the  United 
States  Supreme  Court,  saw  the  evil  of  competitive  rate  making,  even 
though  under  Federal  regulation,  when  in  his  dissent  in  the  case  of 
Interstate  Commerce  Commission  v.  Alabama  Midland  Railway  Co. 
(168  U.  S.,  144),  decided  November  8, 1897,  he  said,  at  pages  176-177: 

*  *  *  The  jiulgmeut  in  this  case,  if  I  do  not  misapprehend  its  scope  and 
effect,  proceeds  npon  the  ground  tliat  the  railroad  companies,  wlien  competitors 
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for  interstate  business  at  certain  points,  may,  in  order  to  secure  traffic  for 
and  at  tliose  points,  establisli  rates  that  will  enable  them  to  accomplish  that 
result,  although  such  rates  may  discriminate  a.uainst  intermediate  points. 
Under  such  an  interpretation  of  the  statutes  in  question,  they  may  well  be 
regarded  as  recognizing  the  authority  of  competing  railroad  companies  en- 
gaged in  interstate  commerce — when  their  interests  will  be  subserved  thereby — 
to  build  up  favored  centers  of  population  at  the  expense  of  the  business  of  the 
country  at  large.  I  can  not  believe  that  Congress  intended  any  such  result, 
nor  do  I  think  that  its  enactments,  properly  interpreted,  would  lead  to  such 
a  result. 

Commissioner  Lane,  himself  a  citizen  of  California,  in  the  case  of 
Arlington  Heights  Fruit  Exchange  et  al.  v.  Southern  Pacific  Co. 
et  al.  (22  I.  C.  C,  149),  decided  December  11,  1911,  was  so  impressed 
by  the  utter  lack  of  logic  or  equity,  so  far  as  the  public  as  a  whole 
was  concerned,  in  the  construction  of  what  is  known  as  the  California 
fruit  blanket,  that  he  said,  at  pages  157-158 : 

*  *  *  This  case,  when  broadly  regarded,  involves  a  question  of  the  highest 
national  importance.  What  is  to  be  our  policy  with  respect  to  the  movement  of 
traffic?  Shall  the  country  be  treated  as  a  whole  for  commercial  purposes,  or 
shall  it  be  infinitely  divided?  In  our  postal  service  we  deal  with  the  country 
as  a  unit.  As  to  our  railroads  there  is  no  uniform  policy,  even  upon  the  same 
lines  or  systems.  *  *  *  The  whole  continent  for  a  zone  of  2,000  miles  is 
made  to  serve  the  Pacific  coast  terminal  cities  at  uniform  rates,  while  the 
States  between  the  mountains  are  not  given  such  advantage.  So,  too,  on  Cali- 
fornia products  generally,  and  not  alone  upon  citrus  fruits,  the  United  States 
east  of  the  Rockies  is'placed  in  a  great  zone  to  which  a  uniform  rate  is  made. 
At  the  same  time  the  lumber  of  the  far  Northwest  is  not  so  treated,  nor  the 
wool  or  hides  of  the  interior. 

Perhaps  the  United  States  will  one  day  declare  a  policy  of  its  own  in  this 
regard.  Primarily  it  is  a  matter  of  national  concern  and  not  of  railroad 
policy  as  to  what  system  of  rate  making  shall  obtain,  so  long  as  the  carriers 
receive  a  reasonable  return  upon  the  value  of  their  property.  The  people  may 
say  (1)  that  railroad  rates  shall  be  made  so  as  to  carry  all  products  into  all 
markets  within  the  four  lines  of  the  country;  or  (2)  that,  after  a  certain  nar- 
row limit  is  passed,  the  whole  of  the  laud  shall  be  one  zone;  or  (3)  a  system 
of  rates  that  will  keep  producers  and  consumers  as  near  together  as  possible, 
and  eliminate  waste  in  transportation.  These  are  national  questions.  The.v  go 
to  the  very  future  of  our  industrial  life.  Upon  their  determination  depends 
the  character  of  the  farm  products  and  the  nature  of  the  industries  in  the 
various  sections  of  the  country.  The  railroad  by  its  rates  may  make  each  por- 
tion of  the  country  largely  independent  of  the  remainder,  or  it  may  make  of  the 
Nation  one  economic  and  industrial  luiit,  each  portion  thereof  doing  best  what 
nature  has  fitted  it  to  do  best.  This  is  fundamentally  the  dilference  in  the 
philosophy  which  underlies  the  two  methods  of  making  rates  which  have  been 
given  consideration  in  this  case.  Without  any  expression  of  policy  from  Con- 
gress, we  accept  the  policy  which  the  railroads  themselves  have  made,  consid- 
ering that  upon  the  whole  the  results  arising  from  such  policy  do  not  conflict 
with  the  provisions  of  the  law.  There  is  no  doubt  in  my  mind  but  that  the  com- 
mission could  not  itself  pi-escribe  a  blanket  similar  to  that  obtaining  here  and 
which  we  are  approving  because  neither  the  carriers  nor  the  shippers  wish  it 
destroyed. 

The  entire  Interstate  Commerce  Commission,  as  constituted  in 
February,  1911,  in  the  report  in  In  re  InA^estigation  of  Advances  in 
Kates  by  Carriers  in  Official  Classifi^cation  Territory  (20  I.  C.  C, 
243),  at  page  248,  said: 

The  railroad  rates  of  this  country  have  not  been  constructed  as  a  rule  upon 
any  scientific  basis,  and  this  is  especially  true  of  the  interstate  rates.  The 
traffic  officials  who  have  established  these  rates  have  generally  done  so  with- 
out any  special  inquiry  as  to  the  total  amount  of  revenue  which  ought  to  be 
produced,  or  as  to  the  part  of  that  burden  which  a  particular  commodity  ought 
to  bear. 
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On  page  240  of  the  same  report  the  connnission  said : 

The  railroad  freight  rate  affects  all  classes  of  society,  but  iu  different  ways. 
The  investor  in  railroad  securities  desires  that  the  rate  be  liberal  in  order  that 
the  intejirity  of  his  security  may  be  protected.  The  railroad  employee  believes 
that  the  rate  should  be  advanced,  since,  if  his  employer  has  ample  earnings,  he 
can  obtain  a  lar.^er  share  for  himself  in  the  way  of  increased  wages.  The 
railroad  supply  house  approves  of  the  advance  because  higher  rates  insure 
better  business  for  it 

Upon  the  other  liand.  the  manufacturer  insists  that  higher  rates  mean  to  him 
a  higher  cost  of  i)roducti()n  and  less  profit  in  the  operation  of  his  factory.  The 
merchant  urges  that  to  increase  the  transportation  charge  is  to  increase  the 
cost  of  his  connnodity  and  to  limit  the  amount  of  his  sales. 

It  should  be  noted,  moreover,  in  this  connection  that  tliose  who  are  most 
affected  by  these  advances  are  usually  not  represented  at  all  in  such  discus- 
sions. While  It  is  true  that  the  increased  rate  adds  to  the  cost  of  production, 
and  while  at  the  outset  this  increased  cost  must  perhaps  be  borne  by  the  manu- 
facturer or  wholesaler,  still  in  the  end  the  freight  rate,  like  every  other  item 
of  expense,  finds  its  way  into  the  price  paid  by  the  consumer.  The  freight 
rate  may  limit  the  operations  of  a  particular  factory  or  may  exclude  the  jobber 
from  a  particular  market,  but  the  ultimate  producer  and  consumer,  for  the 
most  part,  bear  this  burden. 

And  in  dealing  with  coal  blankets  in  Bituminous  Coal  to  Central 
Freight  Association  Territory  (46  I.  C.  C,  66),  handed  down  on 
July  13,  1917.  the  commission  practically  did  not  take  the  line  haul, 
so  far  as  mileage  was  concerned,  into  consideration.  There  was  sharp 
conflict  between  the  coal  operators  of  Ohio  and  West  Virginia.  I 
quote  from  the  report,  at  page  142: 

*  *  *  Counsel  for  the  West  Virginia  operators  succinctly  states  their 
attitude  in  the  following  language: 

*  *  *  Our  position  is  simply  this,  that  whatever  operates  to  decrease  the 
power  of  the  Ohio  operator  to  successfully  compete  in  the  markets  with  the 
West  Virginia  operator  is  a  proper  subject  of  inquiry  in  this  case,  and  it  does 
not  matter  whether  that  is  a  labor  condition,  a  natural  condition  of  the  mine, 
or  anything  else  that  stands  in  his  way  of  a  successful  competition. 

"  This  argument,"  says  the  commission,  "  is  predicated  upon  a  mistaken  view 
of  the  duty  of  the  commission.  Its  fallacy  lies  in  the  assumption  that  in 
dealing  with  a  competitive  situation  between  producing  fields  the  commission 
may,  in  disregard  of  transportation  conditions,  fix  rates  to  equalize  commercial 
and  economic  disadvantages  or  approve  existing  rates  that  effect  such  a  result. 
Under  the  law  the  commission  can  only  determine  whether  the  rates  are  just, 
reasonable,  and  nondiscriminatory." 

Again,  only  the  interests  of  the  carrier  and  the  shipper  could  be 
considered.    On  page  143  of  this  report  the  commission  said: 

With  respect  to  the  group  arrangement  in  the  territory  here  involved,  it 
seems  pertinent  to  make  some  general  observations.  A  full  measure  of  justice — ■ 
that  is,  exact  justice — is  unattainable  where  a  rate  adjustment  between  di- 
vergent and  conflicting  interests  depends  upon  a  group  system,  unless  all  con- 
siderations other  than  those  of  a  purely  transportation  character  are  elimi- 
nated. The  adjustment  prescribed  herein  does  not,  perhaps,  attain  the  fullest 
possible  measure  of  justice.  No  carrier  or  shipper  is  here  advocating  the 
breaking  up  of  the  present  group  arrangement,  and  no  witness  testified  that 
any  such  measure  was  desirable  or  would  effect  any  relief  against  the  disad- 
vantages of  which  complaint  is  made,  although  counsel  for  the  Fairmont  Dis- 
trict interests  did  upon  the  argument  advocate  such  a  measure  of  relief  for 
their  clients.  Save  for  this  one  exception  the  testimony  both  of  the  carriers 
and  shippers  seems  to  assume  that  the  maintenance  of  the  present  group  ar- 
rangement is  desirable  from  a  commercial  and  competitive  standpoint. 

The  present  grouping  may  not  be  wholly  justified  from  a  transportation 
standpoint ;  but  in  a  case  such  as  this,  where  the  group  arrangement  is  of 
long  standing  and  business  has  adjusted  itself  thereto,  the  Commission  is 
loath,  in  the  absence  of  a  clear  discrimination  resulting  therefrom,  to  disturb 
the  arrangement.     If,  however,  differences  growing  out  of  rivalry  and  inter- 
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necine  competition  between  the  shippers  from  the  different  groups  can  no 
longer  be  composed  among  the  parties  themselves,  the  Commission  will  have 
no  alternative  but  to  break  up  the  group  arrangement  and  substitute  for  the 
present  adjustment  a  rate  basis  which  will  give  to  each  of  the  several  districts 
its  just  relation  to  all  other  districts.  This  would  probably  result  in  a  dis- 
tance basis  or  relative  distance  adjustment  radically  different  from  the  present 
basis,  but  it  would  approximate  justice  and  would  give  to  each  representative 
district  the  advantage  or  disadvantage  that  naturally  goes  wuth  its  location. 
The  data,  save  for  some  minor  details  necessary  to  determine  this  relationship, 
are  of  record  in  this  proceeding,  but  for  the  reasons  indicated  it  seems  unde- 
sirable and  perhaps  not  required  by  justice  to  break  up  these  groups. 

"  Not  required  by  justice  "  to  whom?  The  public?  No.  to  the  car- 
riers or  the  shippers. 

Only  a  few  weeks  ago  Mr.  Joseph  N.  Teal,  general  counsel  of  the 
Portland  Traffic  &  Transportation  Association  of  Portland,  Oreg., 
in  an  address  on  The  Future  Course  of  Rate  Making — his  views 
are  important  because  he  is  recognized  as  among  the  foremost  of  the 
lawyers  who  represent  the  shippers  of  the  United  States  before  the 
Commission  said : 

Throughout  the  country  generally  "  big  places "  and  "  big  business "  have 
l)een  favored  by  the  X'ate-making  powers,  with  resulting  concentration  of  busi- 
ness in  these  favored  localities.  Almost  any  tariff  will  furnish  illustrations 
of  this  practice.  The  effect  of  this  policy  is  to  encourage  the  growth  of  favored 
places,  and  to  limit  or  prevent  growth  of  others.  And  the  greater  the  growth, 
the  more  the  favors  that  are  demanded  and  given.  The  result  is  observable 
tliroughout  the  country  in  the  enormous  business  concentrated  and  done  in  a 
few  great  cities.  Witli  whatever  of  value  results  from  this  concentration  go 
also  correspondingly  grave  social  and  economic  problems,  which  always  ac- 
company congested  population.  High  cost  of  living,  poor  surroundings,  intensive 
competition  amongst  the  workers,  family  life  mider  very  hard  conditions, 
poverty,  and  other  ills  are  some  of  the  penalties  paid  for  concentration  of 
business  and  population,  to  say  notliing  of  depriving  other  communities  with 
equal  rights  of  equal  opportunities,  and  thus  of  preventing  the  spreading  out 
and  diffusing  of  industrial  development  throughout  the  land.  The  European 
war  has  brought  home  to  us,  as  nothing  else  could,  both  the  weakness  and 
danger  of  concentrating  our  manufacturing  plants  in  a  few  places  and  In 
limited  territorial  areas. 

The  principle  that  has  governed  the  I'ailroads  in  Ihe  m;iking  of  rates  in  this 
counti'y  has  been  frequently  defined  as  "All  that  the  traffic  will  bear."  In  an 
address  before  the  National  Rivers  and  Harbors  Congn^ss  at  Washington. 
D.  C,  on  December  9,  1914,  ^Ir.  Louis  D.  Brandeis.  now  Mr.  .Justice  Brandies 
of  the  Supreme  Court  of  the  United  States,  exiilained  the  effect  of  the  operation 
of  this  rule.     He  said: 

"  It  meant,  on  the  one  hand,  that  where  there  was  no  competition  the  traffic 
would  have  to  bear  everything  which  the  carrier  attempted  to  put  upon  it — 
everything  that  it  could  bear  and  still  move.  That  w:is  a  great  hardship,  not 
only  up(m  individual  shippers,  liut  even  more  upon  particular  comnumities  not 
blessed  with  competitive  methods  or  systems  of  transportation. 

"  But  '  what  the  traffic  would  bear  '  involved,  on  the  other  band,  something 
extremely  bad  for  the  carriers:  it  involved  charging  no  more  than  the  com- 
petitive traffic  would  betir;  and  the  result  was  a  scramble  foi'  traffic  among 
competitive  lines,  in  which  may  carriers  became  bankrupt." 

"  It  also  mennt."  said  Mr.  Teal,  "  irreparable  barm  to  the  jmblic  in  the 
annihilation  of  transportation  on  the  inland  waterways  of  this  comitry. 

"  It  was  a  rule  of  thumb,  and  probably  is  yet,  for  the  rate  maker  to  assiune 
that  5  mills  per  ton  per  mile  represents  the  cost  of  service,  and  with  this  in 
mind  he  made  his  rates.  It  was  known  that  this  figure  was  not  exact,  but  by 
general  consent  it  was  largely  used.  In  very  recent  years  a  highly  scientific 
expert  from  one  of  the  great  railroads  of  this  country  testified  that  on  his 
road  certain  traffic  paying  about  3^  mills  i)er  ton  per  mile  was  more  profitable 
than  other  kinds  of  traffic  pnying  8  or  9  mills,  and  tli;it  the  3i-mill  traffic  was 
fairly  remunerative.  Traffic  officials  of  very  high  standing  have  said  that 
rates  were  made  more  or  less  by  instinct  or  intuition.  What  is  meant  is  that 
the  traffic   man   can    tell    instinctively   or  intuitively    the    rate   any    particular 
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traffic  can  hesir  and  on  wliich  it  will  move,  and  that  that  is  the  iirohieni  that 
concerns  him.  In  recent  years  I  have  heard  traffic  officei's  testify  that  they 
knew  hut  little  of  cost  of  movement,  or  any  of  the  factors  enterinfi  into  the  cost 
of  service;  that  they  were  ^iven  hut  little  consideraticm  in  rate  making;  that 
tlie  (>arnin,iis  of  the  road  liad  nothing  to  do  with  the  reascmahleness  of  the 
l)articular  rate  or  schedule  of  rates,  and  that  the  fact  that  the  tratfic  moved 
was  th(>  real  test  of  the  rensonal)leness  of  the  rates. 

"  I  have  also  heard  tratlic  officials  testify  that  rates  had  been  fixed  arbi- 
trarily for  the  purpose  of  favoring  i)ai"ticular  ])laces  while  like  privileges  were 
denied  to  other  places  equally  entitled  to  them.  I  have  known  of  dilferent 
traffic  men  of  the  same  road,  testifying  in  different  cases,  who  reached  abso- 
lutely opposite  conclusions  as  to  whether  or  not  rates  on  their  road  under 
wliich  there  was  a  very  large  movement  of  traffic  were  remunerative.  One 
would  testify  that  he  doubted  if  the  rates  jiaid  cost  of  movement,  while  another 
would  testify  that  the  same  rates  were  remunerative  aiul  satisfactory.  I  am 
not  impugning  the  good  faith  of  cither,  for  neither  knew  the  n^al  facts,  and 
each  was  giving  his  ojiinion  only. 

"At  times,  through  the  desires  of  railroads,  but  nioi'e  often  through  the  in- 
fluence of  large  interests,  both  individuals  and  comnmnities,  preferences  and 
discriminations  have  been  created  under  which  in  some  cases  there  has  been 
an  abnormal,  if  not  dangerous,  development  both  of  particular  enterprises  and 
of  communities.  I  say  dangerous  development  because,  not  being  based  on 
in-inciple,  but  rather  on  favor,  which  could  be  withdrawn  at  any  time,  the 
business  did  not  rest  upon  a  secure  foundation — a  fact  reminiscent  of  the  line 
from  Pttpe :  'A  breath  revives  him  or  a  breath  o'erthrows.' 

There  are  discriminations  that  are  not  unjust  and  preferences  that  ai'e  not 
undue  or  unreasonable,  but  it  is  extremely  difficult  for  the  one  suffering  from 
the  discrimination,  or  unfavorably  affected  by  the  preference,  to  view  the  mat- 
ter as  philosophically  as  the  one  receiving  the  benefit  or  favor.  And  it  is  hard 
to  convince  such  a  one  that  either  a  railroad  official  oi'  even  a  commission  can 
adjust  accurately  and  justly  the  exact  amount  of  disci'imination  that  he  must 
labor  undei-  and  the  degree  of  preference  to  his  competitor  that  will  not  be 
unreasonable. 

The  situation  at  Jackson,  Tenn.,  may  be  taken  as  typical  of  the 
small  city.  This  town  in  1910  had  a  population  of  15,7^9.  The  Illi- 
nois Central,  the  Nashville,  Chattanooga  &  St.  Louis,  and  the  Mobile 
&  Ohio  systems  enter  there.  Following  is  a  letter,  under  date  of 
October  30,  1918,  from  A.  J.  McGehee,  secretary  of  the  Jackson  Asso- 
ciation of  Commerce,  to  J.  M.  Dewberry,  chairman  of  the  Louisville- 
District  Freight  Traffic  Connnittee,  United  States  Railroad  Adminis- 
tration : 

I  have  submitted  to  your  committee  a  great  number  of  statements  of  freight 
rates,  both  to  and  from  Jackson,  Tenn.,  covering  all  parts  of  the  country  Avith 
which  our  people  do  business,  and  these  statements  furnish  incontestible  proof 
that  this  city,  and.  in  some  degree,  all  of  the  interior  points  of  this  section,  has 
imposed  upon  it  freight  rates  ranging  from  50  to  1.10  per  cent  highei-  than  from' 
the  same  point  and  upon  the  same  goods  to  Cairo,  Memphis,  and  other  river 
points. 

This  enormous  penalizing  and  excessive  levy  of  tariff  upon  us  constitutes 
taxation  without  representation,  without  reason,  and  without  recompense. 

We  feel  that  this  discrimination  is  against  public  policy,  unjust,  and  can  not 
be  defended  by  either  the  owners  and  management  of  the  railroads  nor  by  the 
United  States  Government,  which  now  has  them  under  control. 

It  is  taxation  without  representation,  because  there  has  not  been  and  is  not 
now  one  single  person  who  is  authoi-ity  or  a  voice  in  the  matter  of  fixing  those 
i-ates  who  lives  in  and  has  his  personal  fortune  invested  in  any  of  these  interior 
points. 

All  railroad  managers  and  large  stockholders,  whether  tliey  are  conscious  of 
the  fact  or  not.  have  seemed  to  have  in  mind  the  future  development  and  pros- 
perity of  towns  and  cities  situated  on  the  coast  and  rivers  without  considering 
the  possibility  of  the  development  of  the  interior  cities;  and  when  this  question 
is  presented  to  them  we  have  to  combat  not  only  the  prejudices  which  have 
been  instilled  into  them  but  also  their  OAvn  personal  interest. 
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SiiK'o  the  inanaseniciit  ol"  Ihc  i-ailronds  )i:is  Ixhmi  lakcn  over  by  the  Govern- 
ment the  same  state  of  affaii's  <->:is1s.  and  the  inlerior  is  stil!  left  withont  repre- 
sentation. 

The  Director  General,  the  i-e,s;ional  directors,  and  the  tratlic  connnittees  are 
all  men  whose  personal  interests  are  entirely  in  sympathy  with  the  present 
sehednle  of  freight  rates,  which  liives  the  favored  point  n  tremendous  advantage 
over  the  interioi-. 

These  committees  that  have  been  formed  foi-  tlie  purpose  of  considering  these 
matters  are  composed  of  two  members  who  represent  the  railroad  ownership, 
or  a  reversionary  interest  in  the  railroad,  and  one  member  who  represents  tlie 
shippers  of  the  country :  hut  in  every  case  this  member  is  selected  from  the 
hoard  of  trade  or  traffic  bureau  of  the  favored  cities. 

I  am  not  calling  your  attention  to  these  facts  in  order  to  intimate  that  they 
are  not  honest  men  and  can  not  by  some  method  or  other  be  convinced  that  it 
is  their  duty  to  give  honest  and  serious  consideration  to  this  matter,  but  merely 
to  impress  upon  you  the  fact  that  the  people  of  the  interior  have  not  beeu  con- 
sulted in  Ihe  making  of  these  rates,  and  it  has,  therefore,  been  imposed  upon 
them  without  theii-  consent  and  without  their  having  a  "  friend  at  court." 

It  is  taxation  without  reason,  because  there  has  not  been  found  any  sufficient 
excuse  foi-  establishing  such  a  discrimination  nor  its  contimiation  in  the  future. 

The  owners  of  the  railroads,  the  directors  of  traffic,  the  traffic  committees, 
the  traffic  bureaus  of  all  the  cities  and  all  the  people  of  these  cities  admit  that 
there  is  no  river  competition  with  rail ;  so  that  the  old  excuse,  which  was  given 
for  the  present  rates  to  the  river  points,  does  not  now  exist,  and.  as  we  think, 
will  not  ever  exist  again. 

The  excuse  which  is  now  lu-ged  by  all  the  points  interested,  namely,  the 
boards  of  trade,  the  traffic  boards,  the  freight  agents  of  the  railroads,  and  the 
people  who  have  their  interest  invested  in  the  river  cities,  is  that  if  the  freight 
rates  should  be  raised  to  these  points  in  the  effort  to  bring  about  an  equaliza- 
tion between  these  points  and  the  interior  the  river  traffic  would  be  immediately 
revived. 

It  seems  to  us  in  the  interior  that  any  man  who  would  give  this  as  an  excuse, 
or  let  it  in  any  manner  control  his  action  in  the  matter,  when  he  has  any  au- 
thority over  the  question  of  i^ates,  would  really  be  ashamed  to  admit  to  himself 
that  he  was  influenced  by  any  such  narrow  and  selfish  motive;  but,  to  our  sur- 
prise, all  of  the  above-mentioned  classes  of  people  state  openly  and  above  board 
that  this  is  the  main  and  impelling  reason  why  they  oppose  the  increase  of 
freight  rates  to  these  points.  In  fact,  they  declare  that  it  is  the  general  policy 
of  the  railroads  to  forever  prevent  the  reestablishment  of  river  traffic. 

The  very  statement  of  this  determination  is  conclusive  evidence  that  those 
who  array  themselves  against  us  have  adopted  the  policy  that  "  might  is  right " 
and  that  they  intend  to  maintain  this  attitude  toward  us,  regardless  of  how 
much  it  may  violate  public  policy  and  the  sense  of  justice  and  fair  play. 

We  contend  that  this  does  not  furnish  a  sufficient  reason  for  the  continuance 
of  this  discrimination,  and  if  it  did,  it  is  wrong,  unjust,  entirely  out  of  all  rea- 
son, a  violation  of  the  constitutional  rights  of  the  majority  of  the  people,  and 
should  be  abandoned  at  the  very  earliest  possible  moment. 

It  is  taxation  without  recompense,  because  there  is  no  possible  return  or 
compensation  given  by  the  railroads  to  the  people  of  the  interior,  resulting  from 
the  levying  of  this  excessive  tax.  In  fact,  every  result  of  this  discrimination 
aggravates  the  wrong  imposed  on  the  interior  people. 

It  is  an  inflexible  law  that  when  a  wrong  course  of  action  is  pursued  against 
any  people  the  result  of  such  action,  whether  intended  or  not,  operates  to  in- 
crease the  wrong;  and  in  this  case  the  result  of  the  recent  increase  in  rates 
and  the  imposition  of  a  special  Government  tax  are  exceedingly  unfortunate  to 
us.  The  mere  statement  of  facts  will  impress  upon  you  the  injustice  of  the 
present  schedule  of  rates. 

The  recent  raise  of  freight  rates  of  25  per  cent  on  the  dollar  resulted  in  a 
very  much  greater  increase  of  high  rates  to  the  interior  than  it  did  the  low  rate 
to  the  river  points.-  For  illustration  :  Supposing  the  rate  to  the  river  point  to  be 
50  cents  per  hundred ;  the  increase  made  it  62*  cents  per  hundred,  and  the  rate 
to  the  interior  point,  already  without  any  reasonable  excuse  being  $1  per 
hundred,  is  now  $1.25  per  hundred. 

We  insist  that  this  rate  should  have  been  a  certain  per  cent  on  the  weight  of 
the  freight  instead  of  the  amount  of  the  freight  bill. 

The  same  applies  to  the  3  per  cent  on  the  dollar  special  Government  tax,  which 
has  resulted  in  the  interior  paying  6  per  cent  as  special  tax  where  the  favored 
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point  piiys  only  3  per  cent.  Not  only  are  the  people  of  the  interior  uiiule  to  sutler 
the  loss  of  their  money,  as  oonipai'ed  with  their  more  fortunate  neighbor,  by  the 
25  per  cent  collateral  raise  of  rates  and  special  taxes  but  in  the  whole  scale  of 
operations  of  the  railroads  an  enormous  tax  is  imposed  upon  the  interior  people 
without  any  recompense  to  them,  and  for  the  avowed  pui'pose  of  .ii;iving  more 
and  more  advantage  to  the  favored  locations. 

This  is  demonstrated  by  the  fact  that  in  the  coast  cities  and  other  points, 
where  husiness  competilion  or  other  reasons  are  given  for  the  low-freight  rates, 
the  railroads  have  been  compelled  to  build  and  maintain  large  and  expensive 
terminals  for  the  convenience  and  comfort  of  the  people  of  those  places  and  to 
operate  these  terminals  free  of  cost. 

The  building  and  free  operation  of  these  terminals  adds  enormously  to  the 
amount  of  capital  invested  and  out-of-pocket  expenses  of  railroad  traffic,  and 
must  be  charged  to  the  main-line  haul  and  imposed  upon  the  business  done  by 
the  people  of  the  interior. 

This  alone,  we  think,  if  figured  correctly  by  any  railroad  .system,  would 
develop  a  startling  taxation  without  recompense  levied  upon  the  business  of  the 
interior. 

Yet  another  very  serious  and  unreasonable  imposition  of  taxation  without 
recompense  results  from  the  fact  that  the  people  of  the  river  points  are  con- 
tinually clamoring  for  the  Government  to  spend  millions  of  dollars  annually 
upon  the  rivers  to  insure  them  river  transportation,  yet  at  the  same  time  they 
hold  the  big  stick  of  threatened  river  transjiortation  over  the  railroads  to  keep' 
the  freight  rates  so  low  that  river  traffic  can  not  be  revived,  and  thus  the  Gov- 
ernment is  being  wheedled  into  pursuing  a  policy  that  robs  the  interior  people 
of  their  hard-earned  dollars,  already  overtaxed,  and  gives  it,  withcmt  reason 
and  without  practical  n^siilts,  to  the  people  of  the  river  cities. 

If  I  have  stated  anything  in  this  letter  that  is  not  true,  please  correct  me.  If 
I  have  stated  the  matter  in  any  way  that  is  unfair  to  the  railroads  or  the 
favored  points,  please  call  my  attention  to  it. 

Assuming  that  your  committee  is  an  official  Government  agency  \\ith  power 
to  act,  we  mo.st  earnestly  urge  you  to  make  such  a  reduction  of  the  freight 
rates  to  Jackson  as  will  relieve  us  of  the  unjust  burden  of  taxation  from  which 
Ave  get  no  benefit,  and  that  you  raise  the  rates  to  the  river  points  till  they  are 
equalized  with  the  interior,  so  that  the  people  of  the  river  points  will  be  com- 
pelled to  pay  their  just  proportion  of  the  25  per  cent  collateral  raise  in  rates, 
the  3  per  cent  special  Government  tjix.  tlie  cost  of  the  magnificent  and  expensive 
terminals  and  their  free  .service,  and  the  millions  of  dollars  that  they  induce  the 
Government  to  spend  on  the  rivers  for  their  special  benefit. 

Unless  the  Government  makes  this  just  equalization  of  the  burdens  of  all 
the  people,  we  will  appeal  to  the  people  of  the  interior  to  wake  up  and  by  some 
effective  means  throw  off  this  yoke  of  taxation  without  representation,  without 
reason,  and  without  recompense. 

We  will  appreciate  your  early  statement  to  us  of  the  authority  your  com- 
mittee has  in  this  matter  and  the  cour.se  which  you  intend  to  pursue. 

I  submit  to  this  honorable  committee  that  that  letter  sounds  a 
pathetic  note.  I  know  one  answer  is  that  in  view  of  the  Interstate 
Commerce  Commission's  recent  decision  in  the  WiUamette  Valley 
case  (51  I.  C.  C.  250).  wherein  rj^tes  initiated  by  the  Director  (Gen- 
eral of  Kaili'oads  were  reviewed  and  discriminations  created  by  his 
General  Order  No.  28  increasing  freight  rates  of  the  country  by  25 
per  cent,  were  ordered  removed,  that  is  where  Jackson  should  go  to 
get  redress.  And  doubtless  she  will  go  there,  but  when  Jackson's 
house  is  set  in  order — if  it  can  be — what  is  going  to  happen  on  the 
fringe  of  the  reconstructed  rate  territory  ?  Why,  her  neighbors  will 
have  complaints  and  in  due  time  Jackson  will  have  another  com- 
plaint. The  recurring  petitioner  is  a  leading  exhibit  of  the  body 
which  I  have  the  honor  to  be  a  member. 

Senator  Townsend.  May  I  interrupt  you  there  by  asking  if  the 
Railroad  Administration  answered  that  letter? 

Commissioner  Woollf.y.  I  have  no  knowledge,  sir,  whether  they 
did  or  not. 
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Senator  Kellogg.  Did  they  give  them  a  remedy? 

Commissioner  Woolley.  I  do  not  know. 

Senator  Townsend.  You  got  this  from  that  body? 

Commissioner  Woolley.  No  ;  I  did  not. 

Senator  Toavnsend.  Where  did  you  get  it? 

Commissioner  Woolley.  This  letter  was  not  only  published  in 
newspapers,  The  Traffic  World  and  other  traffic  publications,  but 
copies  of  it  were  sent  to  the  Interstate  Commerce  Commission  direct. 

Senator  Townsend.  I  would  like  to  know  what  the  Railroad  Ad- 
ministrator's answer  was  to  that  letter. 

Senator  Kellogg.  Probably  he  never  read  it. 

Commissioner  Woolley'.  Upon  analysis  we  find  that  the  defects  in 
the  present  rate  structure  may  be  grouped  under  three  principal  heads, 
viz.  conflict  of  rail  and  water  carriers,  cross  hauling  of  freight,  and 
differentiating  between  and  properly  allocating  costs  of  terminal  and 
line-haul  services. 

As  a  business  proposition,  the  rail  carriers  of  the  United  States 
practically  do  not  admit  the  right  of  steamboats  on  inland  water- 
ways or  steamships  engaged  in  coastAvise  traffic,  except  rare  instances 
where  they  are  integral  parts  of  given  systems,  to  exist.  The  practice 
of  reducing  rail  freight  rates  to  points  located  on  rivers  and  other 
waterAvays  beloAv  the  level  of  rates  maintained  to  inland  points,  in 
order  to  meet  and  if  possible  destroy  water  competition,  is  long  estab- 
lished and  is  recognized  in  the  fourth  section  of  the  act  to  regulate 
commerce,  as  amended  June  18,  1910.  True,  this  section  provides 
that  once  a  rate  is  reduced  to  meet  a  water  rate  it  shall  not  be  again 
raised  except  upon  proof  of  changed  conditions  other  than  the  elim- 
ination of  water  competition.  That  such  proof  is  not  hard  to  obtain 
and  that  such  depressed  rates  have  been  again  raised  is  a  matter  of 
common  knowledge.  Why,  in  the  Westbound  Lake-and-Rail  Knit 
Goods  Commodity  Rates  Case  (32  I.  C.  C,  54),  decided  October  12. 
1914,  the  commission  had  to  hold  that  this  new  provision  of  the  act 
to  regulate  commerce  applied  only  to  rates  reduced  subsequent  to  its 
passage,  Avhereas  it  was  popularly  believed  that  Congress  had  sought 
to  furnish  a  means  to  rectify  inequitable  adjustments  long  existing. 

I  call  attention  of  the  committee  to  the  case  of  Northern  Pine  Manu- 
facturers' Association  r:  Chicago  &  North  Western  Railway  Co.  et  al. 
(38  I.  C.  C,  370),  decided  March  14,  1916,  in  which  the^ Interstate 
Commerce  Commission  dealing  with  reductions  subsequent  to  the 
passage  of  the  amendment,  said  at  page  376 : 

That  the  10-cent  I'ate  from  Dulutli.  lonjr  contimied,  was  water  foinpelled 
is  beyond  question,  as  is  also  the  fact  that  any  rate  between  Duliitli  and 
Chicago  must  be  made  witla  water  competition  in  view.  Tlie  comparisons 
adduced  indicate  that  the  proposed  12-cent  rate  is  not  ;ibove  the  usual  rate 
on  lumber  for  comparable  hauls.  Nor  can  it  be  maintained  that  because  a 
carrier  has  once  chosen  to  make  a  low  rate  to  meet  water  competition  it  is 
estopped  from  thereafter  increasing  that  rate,  provided  the  new  rate  is  just, 
reasonable,  and  nondiscriminatory,  and  the  requirements  of  section  4  are 
observed. 

In  Coal  and  Coke  Rntes  in  the  Southeast  (35  I.  C.  C,  187),  at  page  196.  it 
was  said,  quoting  from  Scrap  Iron  Rates  between  Duluth.  Cliicago,  etc. 
(28  I.  C.  C,  467,  470)  : 

"The  ext(>nt  to  which  the  carrier  shall  lower  its  rate  to  meet  anticipated 
competition  is  a  matter  juMmarily  for  i(s  decision,  and  should  it  later  raise 
the  rate  the  sole  question  for  our  determination  is  whether  that  increased  rate 
is  just  and  reasonable  for  the  service  perforineil  and  not  whether  the  carrier 
should  be  compelled  to  keep  its  rates  on  a  probable  unremuuerative  basis  upon 
which  it  voluntarily  put  itself  to  meet  special  conditions." 
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In  SO  quoting  the  Interstate  Commerce  Commission,  whose  mem- 
bership at  the  time  of  the  decision  comprised  five  of  the  present  body, 
I  hope  I  will  not  be  understood  as  impugning  either  its  motives 
or  its  reasoning.  I  simply  desire  to  call  the  attention  of  this  com- 
mittee and  the  Congress  to  the  fact  that  the  rail  carriers  can  put 
water  carriers  out  of  business  at  will,  without  serious  inconvenience 
to  themselves,  and  again  raise  their  rates. 

In  the  Transcontinental  Rates  Case  (46  I.  C.  C,  236,  and  48 
I.  C.  C,  79),  decided  June  30,  191T,  and  January  21,  1918,  respec- 
tivel}',  the  carriers  were  permitted,  in  view  of  the  closing  of  the 
Panama  Canal  to  coast-to-coast  traffic  for  the  period  of  the  war,  to 
raise  the  level  of  class  and  commodity  rates,  reduced  to  meet  canal 
competition  from  points  east  of  the  Mississippi  and  Missouri  Rivers 
to  Pacific  coast  points,  and  yet  it  would  not  be  reckless  to  predict 
that  if  the  carriers  go  back  to  private  control,  the  war  being  over 
and  normal  ocean  traffic  resumed,  these  rates  will  again  be  reduced, 
with  the  result  that  the  American  people,  especially  those  of  the  in- 
land States  of  the  W(St,  will  be  denied  any  domestic  advantages  from 
the  canal,  which  cost  them  approximately  $400,000,000. 

There  are  in  the  United  States  26,410  miles  of  navigable  streams, 
not  including  the  Great  Lakes;  our  coast  mileage  on  the  Atlantic, 
Gulf  of  Mexico,  and  the  Pacific,  exclusive  of  Alaska,  is  4,883  miles. 
For  rivers  and  harbors,  according  to  the  last  annual  report  of  the 
Chief  of  Engineers  of  the  United  States  Army,  we  had  appropriated 
to  June  30  last  $971,142,916.49.  This,  of  course,  does  not  include  New 
York's  expenditures  of  approximately  $190,000,000  on  the  Erie  Barge 
Canal  or  of  other  States  on  like  artificial  waterways. 

I  submit  that  if  we  have  a  unified  system  of  railroads,  operating 
solely  in  the  interest  of  the  public,  with  due  compensation  for  the 
capital  invested  therein  provided  for,  competition  between  water 
and  rail  carriers  can  be  definitely  eliminated — it?  can  be  eliminated 
in  no  other  way— and  that  if  private  capital  is  seeking  a  new  field 
of  investment  it  could  hardly  find  a  more  attractive  one  than  build- 
ing vessels  for  our  lakes  and  rivers  and  for  the  ocean  ways  adjacent 
to  our  shores,  once  the  strong  arm  of  the  Government  has  removed 
the  railroads  as  a  possible  rival. 

One  of  the  great  evils  of  our  competitive  scheme  of  railroad  trans- 
portation is  costly  and  ruinous  waste  in  the  shape  of  cross  haulings, 
especially  of  coal,  which  takes  a  low  commodity  rate.  Approxi- 
mately, 50  per  cent  of  all  the  freight  moved  in  this  country  is  coal, 
and  the  blankets  devised  by  the  carriers  and  shippers,  as  illustrated 
in  the  case  above  quoted,  in  order  that  the  highest  possible  degree 
of  competition  may  be  afforded  to  coal  mines  and  carriers  alike,  in 
all  markets,  in  every  direction  within  wide  territories,  the  consumer 
bearing  the  cost,  has  brought  about  the  maximum  of  cross  hauling. 
I  can  give  no  more  striking  example  of  the  saving  it  is  possible  to 
effect  by  so  adjusting  the  rates  that  the  consumer  will  be  forced  to 
use  fuel  from  the  nearest  sources  of  supply  than  what  has  been  done 
in  Great  Britain  during  the  war  through  stern  administrative  meas- 
ures. In  his  book  War  Time  Control  of  Industry,  only  recently  pub- 
lished. Prof.  Howard  L.  Gray  says  that  in  England  and  Wales  alone 
the  saving  is  estimated  to  be  700,000,000  ton-miles  annually.  Con- 
sider that  the  total  number  of  miles  of  railroad  in  the  entire  United 
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Kingdom  is  23,701,  and  in  the  United  States  259,468;  that  the  popu- 
lation of  the  United  States  in  1910  was  92,757,702,  and  that  of  Eng- 
land, Scotland,  and  Wales  is  approximately  equal  only  to  that  of 
Ohio  and  Pennsylvania,  and  the  need  of  readjustment  of  our  method 
of  handling  this  particular  commodity  in  behalf  of  all  the  public 
is  impressive. 

Bearing  in  mind  the  numerous  blankets  devised  to  take  care  of  as 
many  commodities,  and  the  so-called  "  common-point  territories  "  in 
which  these  commodities  take  uniform  rates,  without  regard  to  the 
length  of  the  haul  or  the  cost  of  handling  at  the  point  either  of  origin 
or  destination,  the  committee  can  readily  understand  that  it  is  pos- 
sible to  give  any  number  of  instances  of  cross  hauling  as  grossly 
wasteful  and  as  unjust  to  the  public  as  in  the  case  of  coal.  It  is 
all  in  the  interest  of  big  business  as  opposed  to  average  or  little 
business;  it  is  an  important  part  of  the  process  of  uneven  distribu- 
tion of  wealth;  as  in  the  case  of  covering  terminal  cost  in  the  line 
haul  charge,  it  is  essentially  a  tax  on  the  consumer  in  the  interest  of 
the  carrier  and  of  the  large  commercial  operator. 

Stripped  of  all  surplusage,  the  crux  of  the  rail  transportation  prob- 
lem, and,  therefore,  of  the  rate  problem,  is  the  uneconomic  and  costly 
terminal.  It  was  the  choking  of  certain  terminals  in  official  classifi- 
cation territory  that  awakened  the  American  people  to  the  fact  that 
their  more  than  250,000  miles  of  railroads  did  not  constitute  an 
efficient  transportation  system,  but  a  myriad  of  individual  carriers 
whose  operations  in  such  a  crisis  could  not  be  unified,  no  matter  how 
urgent  the  necessity  or  how  much  the  laws  of  the  land  might  be  dis- 
regarded, because  self-interest  prevented  the  taking  of  a  step  look- 
ing to  the  sacrificing  of  revenue  by  one  or  more  in  the  interest  of 
the  whole,  the  final  responsibility  of  the  officers  of  the  roads  being 
to  their  stockholders.  There  was  a  so-called  Raidroad  War  Board 
or  committee — the  fifth  of  its  kind — here  at  Washington,  and  a  com- 
mittee of  traffic  experts  at  Pittsburgh,  but  in  the  final  pinch  the  magic 
touch  of  governmental  authority  in  the  person  of  a  single  directing 
head,  representing  the  President,  was  required  to  solve  the  problem. 

I  submit  that  this  wonderful  accomplishment  at  one  of  the  most 
critical  periods  of  the  war  with  the  Teutonic  powers  is  splendid 
proof  of  the  efficiency  attainable  under  Federal  control.  Further- 
more, with  the  other  big  things  achieved  in  abnormal  times  with 
"  peak  "  prices  prevailing,  and  still  other  big  things  inaugurated  by 
the  Director  General  of  Railroads,  it  is  worth  all  that  it  has  cost 
and  more,  and  in  my  humble  opinion  the  $190,000,000  deficit,  or 
whatever  the  amount,  should  be  treated  as  a  war  cost  and  defrayed 
out  of  the  I'^nited  States  Treasury,  rather  than  continued  as  a  charge 
to  be  absorbed  out  of  carrier  earnings,  expected  to  increase  Avith  the 
return  to  normal  conditions,  as  planned  by  Mr.  McAdoo. 

Under  the  Director  General  we  have  seen  the  conunon  use  of 
terminals  introduced.  That  is  a  step  forward,  but  the  fixed  overhead 
capital  charge  for  the  several  individual  terminals  of  the  respective 
carriers  in  many  cities  remains.  Partial  remedy  will  come  with  the 
physical  merging  of  these  terminals,  but  the  real  cure  is  primarily 
up  to  Congress  and,  eventually,  to  the  connnercial  and  governing 
bodies  of  the  cities  themselves.     I  shall  endeavor  to  explain  why. 

In  an  investigation  attending  the  second  Five  Per  Cent  Case 
(31  I.  C.  C  351),  decided  July  29,  1914,  an  examiner  of  the  Inter- 
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stale  C'oninien'e  Coiuiiiission  nuitle  a  carel'iil  and  reasonably  adequate 
inquiry  into  the  cost  of  handline;  a  carload  of  freight  fi^oni  the 
time  it  landed  within  the  terminal  limits  of  several  cities  until  it 
was  delivered  for  unloading.  The  information  obtained  was  inter- 
esting and  highly  illnminating.  For  instance,  the  examiner  esti- 
mated that  the  cost  of  handling  a  car  from  its  arrival  within  the 
terminal  limits  of  Jeisey  City  until  it  w-as  delivered  in  New  York, 
including  lighterage,  was  approximately^  $35  per  car;  that  the  cost 
of  handling  the  same  car  at  Chicago,  where  there  is  no  lighterage, 
was  $10.35;  that  at  Salamanca,  N.  Y.,  which  is  the  end  of  a  divi- 
sion and  a  junction  point,  and  which  in  1910  had  a  population  of 
5,792,  it  was  $3.80;  and  at  Binghamton,  N.  Y.,  which  in  1910  was 
a  city  of  48,443  population,  it  was  only  $1.80.  No  representative  of 
the  commission  has  made  similar  careful  inquiries  as  to  Boston. 
Philadelphia,  or  even  Baltimore,  but  sufficient  data  are  available,  I 
am  informed,  to  justify  an  inference  that  the  cost  of  handling  freight 
within  the  terminal  limits  of  any  one  of  these  three  ports  is  nearly 
or  approximately  the  same  as  at  Chicago.  But  terminal  charges 
based  on  costs  respectively  at  New-  York,  Philadelphia,  Baltimore, 
and  Boston,  also  at  the  smaller  Atlantic  ports,  ranging  from  Port- 
land, Me.,  to  Jacksonville,  Fla..  as  distinguished  from  a  uniform 
line-haul  charge,  are  not  separately  stated  in  the  tariffs,  in  order 
that  the  interior  exporter  may  take  advantage  of  the  nearest  and 
cheapest  port,  but  are  unloaded  on  consumers  of  the  interior  and 
seaboard  alike,  and  the  unsuspecting  public  only  complains  of  the 
high  cost  of  living  without  being  aware  of  the  source  of  this  par- 
ticular tax. 

A  terminal  charge  based  on  cost,  at  both  the  point  of  origin  and 
the  point  of  destination,  plus  a  uniform  line-haul  charge  based  on 
actual  short-line  mileage,  would  soon  produce  a  wholesome  agitation 
and  competition  among  inhxnd  as  well  as  seaboard  cities  for  the  re- 
duction of  terminal  costs.  Municipal  governing  bodies,  boards  of 
trade,  etc.,  w^ould  almost  immediately  take  the  situation  in  hand 
and  in  a  comparatively  short  time,  I  venture  to  predict,  we  would 
witness  a  reduction  of  terminal  charges  to  shippers  that  at  present 
might  seem  incredible.  The  real  estate  exploiter  of  terminal  sites 
would  be  suppressed,  and  towns  and  cities  would  vie  with  each 
other  in  cooperating  with  the  carriers,  instead  of  imposing  heavy 
burdens  on  them,  as  is  so  frequently  the  case  under  present  condi- 
tions. So  far  as  seaports  are  concerned,  those  on  the  Atlantic  coast 
which  have  been  so  long  favored  by  a  group  of  great  carriers  like 
the  New  York  Central,  the  Pennsylvania,  and  the  Baltimore  &  Ohio, 
the  New  Haven  and  their  controlled  lines,  and  have  grown  inordi- 
nately, while  ports  having  equally  as  good  harbors  have  not  been  so 
favored,  would  undoubtedly  suffer,  in  a  measure,  under  the  terminal- 
cost  plus  line-haul-mileage  charge  system.  But  justice  would  be 
done,  and  natural  advantage  and  legitimate  individual  enterprise 
would  take  care  of  the  future  of  each. 

When  Mr.  T.  De  Witt  Cuyler,  chairman  of  the  railroad  execu- 
tives, was  on  the  stand  a  few  days  ago.  Senator  Townsend,  referring 
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to  the  plan  of  the  executives  submitted  that  day,  asked  the  follow- 
ing questions: 

Now,  if  I  understand  that  correctly,  under  this  plan  the  railroads  and  their 
■employees  could  practically  determine  what  the  public  must  pay  for  the  use  of 
the  railroad  facilities? 

Mr.  CuYLEE.  Yes,  sir. 

Senator  Townsend.  And  the  people  would  have  nothing  to  say  about  it? 

Mr.  CuYLEK.  No ;  except  the  right  of  appeal  on  complaint. 

The  people  do  not  "  appeal  on  complaint."  The  shippers  and  the 
carriers  come  to  the  Interstate  Commerce  Commission  with  all  sorts 
of  appeals  and  complaints,  but  with  the  right  to  fix  the  minimum  rate 
denied  that  body,  and  with  no  power  to  prescribe  service  or  rules 
governing  the  issuance  of  securities,  it  seldom  occurs  to  the  consumer 
or  the  passenger  that  this  tribunal  exists  for  him  at  all. 

It  should  be  borne  in  mind  that  only  the  consumer  is  interested 
primarily  in  the  reasonableness  of  a  rate;  that  the  shipper's  chief 
interest  is  in  maintaining  the  proper  relationship  of  his  rates  to  those 
of  his  competitors,  because  he  passes  along  the  cost  to  the  consumer ; 
iuid  that  the  carrier's  interest,  under  private  ownership,  is  in  collect- 
ing all  that  the  traffic  will  bear. 

Under  any  scheme  of  rate  making  that  approaches  the  scientific, 
cost  of  operation — which  includes  all  fixed  charges  except  deprecia- 
tion— is  the  prime  fact  to  be  ascertained;  but  under  private  owner- 
ship the  finding  of  such  cost,  not  to  mention  properly  subdividing  and 
apportioning  it  to  the  services  rendered,  has  proven  to  be  practically 
impossible.  With  all  of  the  carriers,  including  those  now  privately 
operated,  under  Federal  control  for  a  period  of  five  years  following 
the  proclaiming  of  peace,  and  with  the  field  part  of  the  work  of  valu- 
ing these  railroads  practically  completed  within  the  next  three  or 
four  years,  as  the  director  of  valuation  assured  the  Interstate  Com- 
merce Commission  onl}^  a  few  weeks  ago  was  easily  possible,  the  cost 
of  operation  can  be  closely  approximated.  Then  for  the  first  time, 
provided  Congress  extends  the  period  of  Federal  control,  it  will  be 
possible  to  fix  rates  that  are  reasonable  and  just  from  the  standpoint 
of  the  consumer  as  well  as  of  the  shipper  and  the  carrier.  But  I 
repeat  that  to  attain  justice  and  equity  in  the  shape  of  rates  for  the 
consumer,  under  private  ownership  or  control,  is  practically  impos- 
sible. Therefore,  I  regard  it  as  imperative  that  due  allowance  be 
made  for  the  shortcomings  or  failures  of  Federal  control  under 
abnormal  conditions,  that  the  good  accomplished  and  under  way  be 
given  preferred  consideration,  and  that  the  reconnnendations  of 
Director  General  McAdoo  be  followed. 

In  conclusion,  I  beg  to  remind  this  honorable  committee  and  the 
Congress  that  we  read  and  see  much  of  the  concentration  of  our 
population  in  big  centers,  of  the  consequent  evils  thereof ;  poorly  paid 
and  badly  housed  labor,  congested  tenement  districts,  and  children 
growing  up  under  unfavorable  conditions;  the  increase  of  the  crim- 
inal class,  girls  on  the  streets:  and  I  submit  that  our  long-existing 
improper  plan  of  fixing  freight  rates  is  more  responsible  for  these 
unholy  and  uneconomic  segregations  of  humanity  than  any  other  one 
cause.  * 

Senator  Cummins.  Mr.  Woolley,  I  take  it  from  your  statement 
that  you  believe  that  rates  of  transportation  should  be  founded  pri- 
marily upon  the  cost  of  the  service? 
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Commissioner  Woolley.  Yes. 

Senator  Cummins.  And  that  in  working  out  the  cost  of  the  service 
you  reach  the  result  by  dividing  the  entire  tonnage  into  a  terminal 
or  loading  and  unloading  charge  and  a  haul  charge  ? 

Commissioner  Woolley.  Together  with  the  switching  and  neces- 
sary delivery  that  takes  place  within  the  terminal  limits. 

Senator  Cummins.  Yes. 

Conunissioner  Woolley.  That  involves,  of  course,  the  making  up 
and  the  breaking  up  of  the  trains? 

Senator  Cummins.  Yes.  You  have  been  a  member  of  the  Inter- 
state Commerce  Commission  for  a  year  now,  or  something  like  that? 

Commissioner  Woolley.  Fifteen  months. 

Senator  Cummins.  Have  you  made  any  effort  in  the  commission 
to  bring  about  this  revision  in  the  method  of  making  rates? 

Commissioner  Woolley.  I  have  declared  mj^self  rather  forcefully 
on  the  subject  several  times,  Senator. 

Senator  Cummins.  It  is  true,  is  it  not,  that  the  commission  has  the 
power  now — that  is,  it  had  the  power,  at  least,  before  the  Govern- 
ment took  possession  of  the  railroads — to  do  this  thing  that  you 
advocate? 

Commissioner  Woolley.  Senator,  theoretically,  possibly  yes ;  prac- 
tically, no. 

Senator  Cummins.  By  that  you  mean  that  it  is  a  good  deal  of 
work? 

Commissioner  Woolley.  No  ;  I  mean  this,  that  our  transportation 
sj'stems  and  railroads  that  are  so  small  they  could  hardly  be  called 
"systems"  have  been  constructed  with  such  utter  disregard  of  any 
central  plan  or  of  real  view  to  the  future,  under  our  competitive 
system  of  transportation  in  this  country,  that  we  have  arrived  at  that 
point  where,  if  we  were  to  undertake  to  put  such  a  plan  as  I  advo- 
cate into  effect,  under  private  control,  some  would  prosper  and  many 
would  go  by  the  board,  because  there  are  some  railroads  that  have  got 
to  be  taken  under  the  governmental  wing,  either  in  the  shape  of 
direct  Federal  control  or  through  pooling  arrangements  or  through 
the  making  of  a  rate  which  will  enable  them  to  live,  and  thereby 
enable  the  rich  roads  to  cut  melons  every  six  months,  or  they  have 
got  to  be  scrapped. 

Senator  Cummins.  In  my  examination  of  you  I  want  you  to  un- 
derstand that  I  am  not  controverting  your  original  proposition. 

Commissioner  Woolley.  Yes,  sir;  thank  you. 

Senator  Cummins.  Because  I  quite  agree  that  the  rate  structure  in 
the  United  States  is  both  unscientific  and  unjust  and  has  done  pre- 
cisely what  you  suggest. 

Commissioner  Woolley.  Thank  you. 

Senator  Cummins.  It  has  built  up  artificially  some  communities 
and  has  retarded  the  growth,  if  not  destroyed  the  growth,  of  other 
communities. 

Commissioner  Woolley.  And  I  contend  that  that  ought  not  to 
continue. 

Senator  Cummins.  So  I  do  not  want  to  have  you  assume  that  lam 
asking  questions  to  overturn  that  general  proposition.  But  I  am 
aware  that  the  Interstate  Commerce  Commission  has  now  the  power 
to  initiate  rates ;  that  is,  to  complain  of  rates  that  have  been  initiated 
by  the  carriers. 
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Coniinissioiier  Woolley.  Yes;  and  to  institute  an  investigation  de 
novo. 

Senator  Cummins.  And  to  substitute  others  in  their  stead? 

Commissioner  Woolley.  Yes,  sir;  but  we  can  only  prescribe  a 
maximum,  not  a  minimum,  reasonable  rate. 

Senator  Cummins.  And  that  if  it  cared  to  do  so,  it  could  go  for- 
ward and  bring  into  existence  the  kind  of  rate  structure  that  you 
advocate,  and  your  objection  to  that  or  your  statement  in  regard  to 
that  is  that  to  do  so  would  impair  the  value,  if  not  entirely  destroy 
the  value,  of  a  great  manj^  railroads? 

Commissioner  Woolley.  Yes,  sir. 

Senator  Cummins.  And  I  assume  that  you  would  make  the  same 
comment  with  regard  to  the  prosperity  of  a  great  many  communities  ? 

Commissioner  Woolley.  Yes.  sir. 

Senator  Cummins.  It  would  revolutionize,  in  a  way.  the  business 
of  the  country? 

Commissioner  Woolley.  Eventually. 

Senator  Cummins.  Yes. 

Commissioner  Woolley.  In  the  interest  of  justice. 

Senator  Cummixs.  Do  you  think  that  those  hardships  which  would 
necessarily  be  experienced  or  suffered  by  these  communities  which 
have  been  built  up  by  this  system  of  freight  rates  that  Ave  now  have, 
should  be  considered  in  determining  what  we  ought  to  do? 

Commissioner  Woolley.  Well,  of  course,  the  rights  of  all  com- 
munities and  of  all  people  should  be  given  equal  consideration:  but 
I  maintain  that,  if  we  have  gone  forward  these  many  years  with  an 
unjust  arrangement,  so  soon  as  we  are  fully  aware  of  it  and  have 
become  conscious  of  its  evil  effects,  that  simply  because  a  city  or  a 
community  has  prospered  unduly,  we  should  not  withhold  justice  in 
order  that  that  prosperity  might  not  be  in  the  least  jarred.  I  do  not 
think  that  the  permanent  effect  on  anj^  of  these  communities  is  going 
to  be  anything  like  as  disastrous  as  some  would  think  on  first  blush. 

For  instance,  as  I  state  in  my  paper,  I  think  that  once  the  Govern- 
ment takes  hold  of  this  legislative  function  of  rate  making  and  an- 
nounces a  policy  of  its  own  the  big  centers,  as  a  matter  of  self -pro- 
tection or  self-interest,  will  simply  say,  "  This  thing  of  competition 
of  terminals,  multiplication  of  them,  and  the  uneconomic  scheme  of 
things  shall  be  done  away  with.  We  are  going  to  take  hold  of  this 
ourselves,  and  we  are  going  to  make  this  terminal  cost  as  low  here 
as  it  is  to  the  next  seaport  or  to  the  next  inland  city,  in  order  that  the 
Interstate  Commerce  Commission  may  approve  our  terminal  cost 
upon  a  showing  as  low  as  that  of  the  one  which  has  so  long  been  not 
as  favored  as  we  are." 

Senator  Cummins.  But,  Mr.  Woolley,  no  matter  who  does  it — no 
matter  how  the  railroads  are  unified — if  the  rates  are  changed  funda- 
mentally so  that  there  will  prevail  in  this  country  a  distance  tariff, 
with  proper  charge  for  terminal  cost,  it  will,  for  the  present,  any- 
how, very  radicallv  revolutionize  the  business  of  this  countrv,  will 
it  not? 

Commissioner  Woolley.  It  will  revolutionize  the  business  of  the 
country;  yes. 

Senator  Cummins.  And  it  does  not  make  any  difference  whether  it 
is  done  by  a  director  general,  who  has  complete  power  over  rates. 
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or  whetlier  it  is  done  l\y  Congress,  or  whether  it  is  done  by  the  Inter- 
state Comniorre  Commission;  that  must  be  its  effect? 

Commissioner  Woollet.  Yes. 

Senator  Cummins.  Are  you  in  favor  of  a  law  which  shall  itself 
jnit  into  ett'ect  a  distance  tariff  of  the  kind  you  have  suggested? 

Commissioner  Woolley.  I  am  in  favor  of  a  law  which  would 
direct  the  Interstate  Commerce  Commission  to  make  the  necessary  in- 
vestigation, and  then  to  inaugurate  this  plan,  provided  always,  that 
the  railroads  are  continued  under  Federal  control. 

Senator  Cummins  If  the  princi^Dle  is  sound — and  I  am  not  saying 
it  is  not — why  ought  it  not  to  be  done  through  a  mandatory  provi- 
sion of  legislation  ? 

Conmiissioner  Woolley.  I  think  you  and  I  have  the  same  thing 
in  mind,  but  are  expressing  it  a  little  differently.  I  spoke  of  the 
Interstate  Commerce  Commission,  because  that  is  the  governmental 
agency  that  regulates  the  railroads;  and  the  investigations  necessary 
to  ascertain  exactly  the  cost  of  typical  terminals  would  be  a  very  big 
job. 

Senator  Cummins.  I  am  not  suggesting  that  the  Congress  ought 
to  inidertake  to  prescribe,  in  dollars  and  cents,  what  the  terminal 
charge  should  be  at  a  particular  place,  or  what  the  haulage  charge 
should  be  over  the  line :  but  you  are  in  favor.  I  take  it,  of  Congress 
declaring  that  as  the  policy  or  principle  upon  which  the  rates  shall 
be  adjusted? 

Commissioner  Woolley.  Most  certainly. 

Senator  Cummins.  Now,  are  you  also  in  favor  of  carrying  that 
principle  into  effect  as  between  different  kinds  of  commodities? 

Commisisoner  Woolley.  As  I  stated  in  my  memorandum,  with 
proper  classification  of  commodities,  probably  on  an  ad  valorem 
basis,  because,  necessarily,  the  cost  of  handling  certain  kinds  of 
freight  is  A'ery  much  greater  than  other  kinds  of  freight. 

Senator  Cum:mins.  On  that  we  all,  I  think,  agree. 

Commissioner  Woolley.  Yes. 

Senator  Cumimins.  But  take  coal,  for  instance,  which,  as  you  say, 
constitutes  about  50  per  cent  of  the  tonnage  hauled  by  the  railroads. 

Commissioner  Woolley.  Yes. 

Senator  Cummins.  You  believe  not  only  in  making  a  charge  for 
hauling  coal  which  will  be  proportionate  to  the  distance  the  coal  is 
hauled,  but  you  believe  in  making  a  charge  for  coal  that  will  be  rela- 
tively the  same  as  the  charge  for  hauling  any  higher  class  of  traffic? 
For  instance,  the  illustration  very  often  put  is  this :  Take  a  carload 
of  tea,  which  is  a  very  high-priced  commodity,  and  a  carload  of  coal. 

Commissioner  Woolley.  Yes. 

Senator  Cummins.  Yon  believe,  after  investigation  and  ascertain- 
ment in  regard  to  the  cost  of  hauling  tea,  as  compared  with  the  cost 
of  hauling  coal,  that  these  rates  should  be  adjusted  upon  that  basis? 

Commissioner  Woolley.  Yes.  Of  course.  I  think  you  should  take 
into  consideration  the  value  of  the  commodity  and  the  risk  involved. 

Senator  Cummins.  Oh,  yes ;  that  is  a  part  of  the  cost  of  the  service, 
because  the  amount  that  has  to  be  paid  in  damages  for  loss  is  a  part 
of  the  cost  of  operation. 

Commissioner  Woolley.  Yes. 


398         EXTENSION   OF   GOVERNMENT   CONTROL  OF   RAILROADS. 

Senator  Cummins.  And  you  would  give  no  consideration  whatever 
to  what  is  generally  known  in  transportation  as  the  "  value  of  the 
service  "  to  the  community  or  to  the  public  ? 

Commissioner  Woolley.  Well,  I  do  not  quite  follow  you  there. 

Senator  Cummins.  What  I  mean  is  this :  That  it  is  supposed  that 
these  heavy  articles,  which  are  generally  distributed  throughout  the 
country,  must  be  transported  at  a  low  rate  in  order  that  they  may  be 
generally  used. 

Commissioner  Woolley.  Or  may  be  used  at  all ;  yes. 

Senator  Cummins.  But  you  would  give  no  consideration  to  that 
element  in  making  freight  rates? 

Commissioner  Woolley.  Taking  coal,  specifically,  now,  in  order 
to  answer  your  question,  I  would  ascertain  the  terminal  cost  at  the 
point  of  origin — that  is,  at  the  mine  where  it  is  loaded — which  would 
include  moving  it  onto  the  main  track  and  getting  it  started ;  and  then 
I  would  ascertain  the  cost  of  handling  of  the  car,  at  destination  within 
the  terminal  limits,  and  I  would  segregate  those  two  charges  and 
lump  them. 

Then  the  price  of  the  line  haul  should  be  made  a  flat  rate  per  mile, 
no  matter  whether  it  is  one  mile  or  a  thousand  miles.  I  would  do 
away  entirely  with  the  idea  of  decreasing  the  rates  with  the  lengthen- 
ing of  the  distance  hauled,  because  I  think  that  is  an  unsound 
principle.  I  believe  that  the  terminal  cost  that  is  taken  care  of  in 
what  are  now  known  as  "  mininuun  charges "  for  short  distance 
hauls,  and  which  gradually  becomes  thinned  out  and  spread  over  a 
large  surface,  as  the  distance  increases  on  a  long  haul,  should  be  taken 
care  of  in  the  two  terminal  charges,  and  as  I  said,  I  would  make 
the  line  haul  the  same  per  mile,  whether  it  was  one  mile  or  n  thousand 
miles., 

Senator  Pomerene.  May  I  ask  a  question  there  in  order  to  carry 
out  that  line  of  thought? 

Senator  Cummins.  Certainly. 

Senator  Pomerene.  Do  I  understand  from  your  statement,  then, 
that  if  a  carload  of  coal  were  to  be  hauled  1.000  miles,  you  think 
you  would  be  justified  in  charging  1.000  times  as  much  for  that  as  you 
would  if  you  were  only  hauling  it  one  mile? 

Commissioner  AVoolley.  Provided  you  have  made  the  proper  al- 
location of  terminal  charges. 

Senator  Cuimmins.  And  you  would  do  exactly  the  same  thing,  and 
arrive  at  the  rate  in  exactly  the  same  way  if  you  were  considering 
the  high  valued  commodities  which  are  transported? 

Couuuissioner  Woolley.  Yes. 

Senator  Cummins.  Have  you  run  the  matter  out  so  that  you  have 
or  can  forui  any  idea  with  regard  to  what  effect  that  rule  woidd  have 
in  distributing  commodities  throughout  the  country? 

Commissioner  Woolley,  Only  this.  Senator 

Senator  Cummins  (interposing).  I  will  give  you  an  instance— one 
which  is  very  familiar  to  me:  Suppose  you  were  shipping  a  hundred 
or  a  thousand  pounds  or  a  carload  of  butter  from  Wisconsin  to  Bos- 
ton or  New  York;  have  you  any  idea  how  nuich  that  butter  would  cost 
in  getting  to  New  York  or  Boston? 

Commissioner  Woolley.  I  have  not. 
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Senator  Cummins.  You  know  what  the  rehitive  rates  upon  such 
commodities  are,  as  between,  say,  points  in  New  England  and  Boston? 

Commissioner  Woolley.  Yes. 

Senator  Cummims.  And  points  in  the  Mississippi  River  Valley  and 
New  England,  do  you  not? 

Commissioner  Woolley.  Yes. 

Senator  Cummins.  Just  for  illustration,  I  wish  you  would  give 
the  rate  on  butter  from  points  in  New  England  to  Boston,  and  the 
rates  on  butter  from  Wisconsin  and  Iowa  to  Boston. 

Commissioner  Woolley.  I  will  furnish  that.  Senator. 

Senator  Cum3iins.  They  are  pretty  nearly  the  same,  are  they  not? 

Commissioner  Woolley.  I  think  so;  there  is  a  very  slight  dif- 
ference. 

Senator  Cummins.  Have  you  run  it  out  so  that  you  know  how 
much  the  rates  on  such  commodities  would  have  to  be  increased  from 
the  West  to  Boston,  or  how  much  the  rates  could  be  decreased  from 
New  England  to  Boston? 

Commissioner  Woolley.  I  will  find  that  out. 

Senator  Cummins.  In  order  to  bring  the  rate  structure  into  har- 
mony with  your  idea? 

Commissioner  Woolley.  I  will  ascertain  that. 

Senator  Cummins.  Do  you  know  what  the  rates  on  coal  are  from' 
West  Virginia  or  Ohio  points  to  points  immediately  west  of  the  Mis- 
sissippi River? 

Commissioner  Woollev.  I  have  not  the  exact  rates.  I  can  ascer- 
tain them.  You  understand,  Senator,  that  so  far  as  the  general  move- 
ment of  coal  is  concerned  in  the  Middle  West,  there  are  two  divisions 
of  territory  rather  recognized  in  the  rate  blankets.  The  West  Vir- 
ginia and  Ohio  and  Pennsylvania  and  Tennessee  fields  conflict  very 
little  with  the  Illinois  and  Indiana  and  western  Kentucky  fields;  in 
fact,  the  rates  are  so  adjusted  that  there  is  little  if  any  competition 
between  those  two  groups. 

Senator  Cummins.  There  are  several  lines  of  transportation  be- 
tween, say.  New  York  and  Chicago? 

Commissioner  Woolley.  Yes,  sir. 

Senator  Cummins.  Do  you  remember  the  extreme  difference  be- 
tween the  haul  on  those  roads? 

Commissioner  Woolley.  No  ;  not  offhand.    I  can  get  that  for  you. 

Senator  Cummins.  The  rate,  then,  under  your  S3^stem  from  New 
York  to  Chicago  would  be  determined  entirely  by  the  short  haul? 

Commissioner  Woolley.  The  short-line  haul. 

Senator  Cummins.  And  the  rate  on  the  short-haul  road  would  be 
lower — materially  lower — than  the  rate  on  the  long-haul  road? 

Commissioner  Woolley.  Well,  of  course,  in  that  situation  the  long- 
haul  road  under  private  control  would  have  to  have  the  advantage 
of  that  rate,  and  that  is  just  one  argument  against  private  control. 
Under  Federal  control  the  Government  could  route  the  freight  over 
either  road  it  wished,  and  simply  give  the  shipper  the  benefit  of  the 
short  line's  rate. 

Senator  Kellogo.  You  mean  permanent  public  ownership? 

Conunissioner  Woolij:y.  I  said  public  "  control."'  I  do  not  think 
we  have  arrived  at  Government  ownership. 

Senator  Cummins.  Federal  operation? 
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Commissioner  Woolley.  Yes. 

Senator  Cummins.  I  was  coming  to  that. 

Senator  Kellogg.  All  right. 

Senator  Cummins.  At  any  rate,  no  matter  whether  it  were  public 
control  or  private  control,  the  rate  would  have  to  be  fixed,  in  order 
to  be  reasonable  and  fair,  upon  the  short  haul? 

Commissioner  Woollev.  Yes. 

Senator  Cummins.  And  what  would  you  do  at  intermediate  points? 
Here  is  a  rate  from  Chicago  to  New  York.  That  would  not  determine 
the  rates  to  intermediate  points  at  all,  would  it  ? 

Commissioner  Woolley.  You  w^ould  have  your  two  terminal 
charges  there. 

Senator  Cummins.  And  at  the  intermediate  points  as  well? 

Commissioner  Woolley'.  Oh,  yes. 

Senator  Cummins.  I  can  not  see  just  how  the  unified  control,  if 
you  please,  would  affect  that  situation  at  all. 

Commissioner  Woolley.  I  do  not  quite  see  why  it  would  not. 

Senator  Cummins.  In  the  case  of  private  control,  the  long-haul 
road,  unless  you  had  minimum  charges  as  well  as  maximum  charges, 
would  have  to  do  the  business  on  the  basis  of  the  short  haul? 

Commissioner  Woolley'.  Yes,  sir. 

Senator  Cummins.  And  it  does  that  now,  does  it  not  ? 

Commissioner  Woolley\  Yes;  it  does  it  now.  That  is  one  of  the 
■difficulties. 

Senator  Cummins.  How  would  you  avoid  that  by  public  control? 

Commissioner  Woolley'.  Because  it  is  all  one  system  under  public 
control,  and  any  route  could  be  used,  so  far  as  those  two  points  are 
concerned.    You  are  speaking  now  of  intermediate  points  ? 

Senator  Cummins.  Yes:  assumming  the  cost  of  transportation  is 
the  same. 

Commissioner  Woolley'.  Per  mile? 

Senator  Cummins.  Yes;  per  mile.  I  mean  the  cost  of  the  actual 
service  is  the  same,  the  rate  being  adjusted  between  New  York  and 
Chicago  upon  the  short  haul,  the  roads  would  all  have  to  do  it, 
whether  under  Government  control  or  private  control,  upon  that  rate, 
would  they  not  ? 

Commissioner  Woolley.  Yes. 

Senator  Cummins.  And  the  only  difference  would  be 

Commissioner  Woolley  (interposing).  Well,  no;  not  under  Fed- 
eral control,  because  it  would  all  be  one  system,  and  the  Government 
would  route  the  freight  the  way  it  wanted  to  route  it. 

Senator  Cummins.  Precisely;  but  it  would  cost  the  Government 
just  so  much  more  to  haul  it  over  the  long  road  ? 

Commissioner  Woolley.  Yes. 

Senator  Cummins.  And  there  would  be  the  same  loss,  precisely,  as 
there  would  be  under  private  control,  would  there  not? 

Commissioner  Woolley.  I  think  the  railroads  of  this  country 
should  not  be  operated  for  private  gain.  I  think  the  cost  of  opera- 
tion of  the  roads  as  a  whole  should  be  ascertained,  and  that  is  what 
the  people  should  pay  in  the  shape  of  freight  rates. 

Senator  Cummins.  Precisely. 

Commissioner  Woolley.  Now,  with  respect  to  the  use  of  a  longer 
route  to  Chicago  on  the  movement  of  a  carload  or  a  trainload  of 
freight,  the  possibility  of  handling  low-grade  or  slow-jnoving  freight. 
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staples,  etc.,  by  long  routes,  and  the  perishable  or  high-grade  freights 
by  shorter  routes,  could  all  be  taken  into  consideration  in  ascer- 
taining the  line  haul  charge.  Of  course,  Senator,  you  will  find  more 
difficulties  than  that  when  you  get  out  into  the  sparsely  settled  terri- 
tories. You  will  find  one  road  between  two  points,  through  inter- 
mediate territory  that  does  not  produce  freight  to  anything  like  the 
extent  that  a  rival  road's  territory  does,  while  the  difference  in  the 
mileage  over  the  two  roads  between  the  two  so-called  big  terminals 
may  be  relatively  small. 

And  it  is  my  thought  that  under  Federal  control  the  cost  of  operat- 
ing the  railroads  of  the  country  as  a  whole  can  be  approximated — 
possibly  never  ascertained  to  the  fraction  of  a  cent  or  a  dollar,  but 
approximated— and  that  this  cost  can  be  properly  divided  up  under 
the  cost  of  carrying  the  several  classes  of  freight,  and  likewise  with 
the  terminal  costs. 

Senator  Cummins.  Yes;  but  you  must  remember  all  the  time  that 
you  are  readjusting  these  rates  in  order  to  do  justice  to  the  various 
communities. 

Commissioner  Woolley.  No;  I  would  readjust  them  to  do  justice 
to  the  entire  public.  Senator,  and  I  think  to  speak  in  terms  of  com- 
munities is  rather  misleading. 

Senator  Cummins.  I  quite  agree  with  you  that  that  is  the  real 
test — justice  to  all  the  people. 

Commissioner  Woolley.  Yes. 

Senator  Cummins.  But  while  I  can  see  the  change  that  would  be 
brought  about  and  the  saving  that  would  be  effected,  possibly,  by  the 
distance-tariff'  plan,  although  it  has  some  disadvantages,  I  can  not 
see  how  there  is  anything  saved  to  the  people,  as  a  whole,  from  it. 
You  have  got  to  carry  the  freight,  and  I  am  not  quite  clear  upon 
that  conclusion  that  you  draw.  But  just  one  question  further:  You 
have  stated  that  you  are  in  favor  of  Mr.  McAdoo's  recommendation 
for  a  five-year  extension  of  the  present  control? 

Commissioner  Woolley.  Yes. 

Senator  Cummins.  Have  you  reason  to  believe  that  the  director 
general,  or  whoever  does  exercise  the  power,  is  about  to  institute  this 
change  in  rate  making  that  you  have  suggested  ? 

Commissioner  Woolley.  I  would  not  say  that  he  is  about  to  insti- 
tute the  exact  plan  that  I  have  suggested,  but  the  plan  on  which  he 
has  asked  the  advice  and  cooperation  of  the  Interstate  Commerce 
Commission  goes  in  the  same  direction  as  my  plan.  I  have  discussed 
it  with  the  director  general,  and  our  minds  meet  on  the  subject. 

Senator  Cummins.  You  have  stated  that  this  is  the  amplified  rea- 
son that  you  give  in  the  paper  that  you  read  this  morning  for  an 
extension  ? 

Commissioner  Woolley.  Yes,  sir;  but  I  did  not  say  that  the 
director  general  was  for  this  plan. 

Senator  Cummins.  No;  but  I  assume  that  you  mean  in  five  years 
we  would  have  an  opportunity  to  try  out  this  new  system  for 
making  rates,  namely,  the  distance  tariff  with  the  terminal  charge, 
and  if  we  do  have  a  chance  to  try  it  out,  it  is  only  because  the  director 
general  is  intending  to  put  in  a  distance  tariff;  and  I  wanted  to 
know  whether  you  had  an}^  reason  to  believe  he  had  such  a  tariff  in 
mind. 

Comuiissioner  Woolley.  I  have. 
117900— 19— VOL  ] 20 
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Senator  Cummins.  Which  director  general? 

Commissioner  Woolley.  Director  General  McAdoo. 

Senator  Cummins.  Well,  he  has  gone. 

Commissioner  Woolley.  I  understand.  I  have  not  talked  with 
Mr.  Hines,  his  successor,  and  who  was  formerly  assistant  director 
general,  but  I  understand  that  Mr.  Hines  is  in  entire  sympathy  with 
the  policies  of  Mr.  McAdoo. 

Senator  Cummins.  Then,  you  are  of  the  opinion  that  if  Mr. 
Hines  continues  in  office  he  will  endeavor  to  put  in  a  distance  tariff 
in  the  United  States,  based  upon  the  theory  or  principle  that  you 
have  announced  here  with  regard  to  making  up  the  rate  structure? 

Connnissioner  Woolley.  As  you  suggested  a  while  ago,  I  would 
not  leave  it  to  the  director  general ;  but  in  whatever  legislation  is 
enacted,  I  think  Congress  should  declare  itself  as  to  the  policy. 

Senator  Cummins.  I  would  think  that  would  be  quite  the  right 
thing  for  Congress  to  determine,  that  essential  principle  of  rate 
making. 

Commissioner  Woolley.  Yes. 

Senator  Cummins.  But  I  gathered  that  you  had  no  reason  to 
believe  that  if  we  go  on  for  five  years  as  we  have  been  going  the  last 
year  this  new  system  would  be  put  into  effect  unless  Congress 
directs  it? 

Commissioner  Woolley.  Let  me  make  a  statement  there,  Senator. 
Several  months  ago  Director  General  McAdoo  sent  a  letter  to  the 
Interstate  Commerce  Commission  and  inclosed  a  proposed  new  plan 
or  scheme  of  rates,  based  upon  mileage,  for  the  western  and  southern 
classification  territories.  He  said  that  this  plan  was  purely  tenta- 
tive; that  he  thought  simplification  and  a  greater  measure  of  justice 
should  be  accomplished;  and  that  he  would  like  to  have  the  com- 
mission institute  an  investigation  on  this  plan  in  order  that  he 
could  get  the  benefit  of  the  commission's  advice. 

This  was  before  the  armistice  was  declared,  when  things  were  in 
a  very  abnormal  condition.  The  commission  decided  that  the  time 
was  not  opportune  for  undertaking  such  an  investigation,  and  wrote 
the  director  general  to  that  effect,  but  left  the  implication  that  he 
would  hear  from  us  again.  Several  weeks  ago  the  director  general 
and  I  fell  to  discussing  this  matter.  I  told  him  what  I  had  in  mind, 
and  referred  to  his  letter.  He  said,  "  Why,  that  letter  is  purely 
tentative.  I  would  like  to  have  the  advice  of  the  commission,  and 
if  what  you  suggest  is  the  right  thing — and  it  sounds  well  to  me — 
we  ought  to  do  it ;  but,  anyhow,  I  would  like  to  have  this  investiga- 
tion instituted  and  to  get  the  benefit  of  the  advice  of  the  commission." 
That  is  the  reason  I  say  that  I  know  the  director  general  is  at  least 
in  sympathy  with  my  viewpoint  in  the  matter:  that  is,  former 
Director  General  McAdoo. 

Senator  Cummins.  AVell.  the  movement  you  have  in  view  is  not 
an  endeavor  to  bring  about  a  change  in  the  classification,  is  it.  that 
is  going  on  now? 

Commissioner  Woolley.  I  think  the  time  for  a  uniform  classifica- 
tion has  come.    I  think  that  is  highly  desirable. 

Senator  Cummins.  It  is  not  quite  uniform,  possibly,  but  it  is  ap- 
proaching it. 

Commissioner  Woolley.  That  is  what  they  are  trying  to  attain. 
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Senator  Cummiiss.  The  onlj^  effect  of  that,  which  I  can  observe,  as 
I  look  over  it — I  have  seen  the  outcome  as  it  would  apply  to  my 
own  State  and  while  the  uniform  classification  has  many  advan- 
tages, the  real  outcome  of  it  would  be  to  raise  the  rates  about  25  per 
cent,  would  it  not? 

Commissioner  Woolley.  I  am  not  interested  in  the  rate-makinsf 
end  of  it;  but  if  what  is  proposed  is  to  result  in  a  substantial  in- 
crease in  rates,  then  I  would  think  it  ought  to  be  considered  very 
carefully. 

Senator  Cummiks.  That  is  what  I  think.    That  is  all. 

The  Chairman.  Mr.  Woolley.  I  wanted  to  ask  you  one  question. 
Senator  Cummins  has  been  interrogating  you  as  to  how  you  would 
put  into  practice  the  reforms  indicated  in  your  statement.  You  have 
been  pleading  for  Government  control,  because  that,  ipso  facto,  is 
the  unification  of  all  the  roads  and  the  pooling  of  all  the  earnings 
for  the  benefit  of  the  public  ? 

Commissioner  Woolley.  Yes. 

The  Chairman.  Under  your  system,  would  it  be  possible,  under 
private  control,  to  have  sue  h  uniformity  of  rates  and  charges  as  you 
have  outlined  here,  without  having  practically  one  railroad  corpora- 
tion for  the  entire  country ;  or,  if  you  had  more,  they  would  have  to 
be  allocated  to  such  territory  as  to  make  the  conditions  under  which 
they  would  operate  practically  uniform  and  with  like  capital? 

Commissioner  Woolley.  Well,  Senator.  I  have  thought  somewhat 
about  that  plan  to  have  regional  railroads — all  the  lines  within  a 
given  territory  to  be  owned  by  one  system — that  is  what  you  have  in 
mind,  is  it  not? 

The  Chairman.  Yes.  I  do  not  think  that  is  practicable,  unless  you 
could  divide  the  country  \\\)  into  such  regions  as  to  make  tlieni  prac- 
tically under  the  same  conditions. 

Commissioner  Woolley.  Xo:  T  thinlv  not.  It  seems  to  me  that  is 
not  necessary,  and  it  would  simply  make  the  plan  moi-e  cumbersome 
than  a  single  system  of  control.  The  plan  I  have  ]>roix)sed  is  predi- 
cated upon  unified  Government  control  of  the  roads. 

The  Chairivian.  I  have  in  mind  a  sparsely  settled  territory.  Your 
object  and  the  object  of  the  committee  here 

Commissioner  Woolley  (interposing).  My  object  is  to  let  that 
sparsely  settled  territory,  if  it  has  any  natural  advantages,  develop. 

The  Chairjian.  Precisely.  But  a  railroad  operating  solely  within 
a  territory  of  light  tonnage  would  necessarily  have  its  overhead 
charges  the  same  practically  as  one  operating  in  a  standardized  or 
developed  community.  Therefore,  its  rates  and  charges,  in  order  not 
to  be  unfair  and  confiscatory,  would  have  to  be  out  of  relation  to  the 
standardized  community?  How  would  you  bring  about  a  condition 
where  the  sparsely  settled  territory  served  by  an  independent  corpo- 
ration would  be  put  on  anything  like  eciualitv  witli  the  standardized 
community,  where  the  tonnage  was  sufficient? 

Commissioner  Woolley.  Senator,  that  is  a  situation  which,  in  a 
measure,  would  be  taken  care  of  by  terminal  costs.  The  terminal  cost, 
in  a  situation  of  that  kind,  would  be  very  much  less  than  in  the  highly 
standardized  community,  as  you  call  it.  The  towns  and  centers  would 
be  smaller,  and  the  terminal  cost  that  would  be  added  there  to  the 


404  EXTENSION    OF    GOVERNMENT    CONTROL   OF   RAILROADS. 

mileage  freight  rate  would  be  much  less  than  it  would  be  in  the  con- 
gested centers.     That  is  one  way. 

The  Chairman.  Well,  that  would  be  only  a  slight  amelioration; 
but  you  would  not  attempt  to  say  that  the  division  of  the  terminal 
•charge — the  pro  rata  charge  to  the  sparsely  settled  territory  would 
compensate  the  railroad  operating  in  that  territory  for  the  difference 
in  tonnage  between  a  sparsely  settled  territory  and  one  that  was  prac- 
tically standardized  ? 

Commissioner  Woolley.  Senator,  there  are  several  ways,  or,  at 
least,  there  are  one  or  two  wa^^s,  I  should  say,  in  which  that  could  be 
taken  care  of.  The  Congress,  in  its  wisdom,  could  direct  that  those 
•conditions  be  given  consideration  in  formulating  a  plan  under  single 
control.  But  my  thought  is  this :  That  the  difference  in  cost  of  mov- 
ing a  train  in  a  straight-line  haul,  outside  of  terminals,  would  really 
be  so  slight  that  it  would  be  possible,  so  far  as  the  line  haul  is  con- 
cerned, to  have  it  about  equal  all  over  the  country,  and  that  the  in- 
crease in  business,  or  the  volume  of  business  in  one  community  over 
another,  would  probably  take  care  of  or  equalize  this  question  of  ex- 
pense. 

The  Chairman.  Well,  I  can  not  exactly  see  that,  and  I  want  to 
pursue  that  still  further  later  on. 

Commissioner  Woollev.  I  may  not  have  made  myself  very  clear, 
but  I  confess  that  I  am  not,  nor  do  I  think  any  man  is,  as  able  to 
anticipate  and  meet  every  question  that  might  be  asked  on  this  plan, 
as  we  will  be  after  an  investigation,  because,  as  I  state  in  my  paper, 
so  far  as  terminal  costs  are  concerned,  there  are  only  four  cities  that 
I  know  of  where  even  a  casual  investigation  into  the  costs  has  ever 
been  made,  and  those  are  the  ones  that  I  cited. 

The  Chairman.  We  all  know  that  the  amount  of  tonnage  carried 
by  a  given  road  largely  determines  the  earnings  of  that  road,  and 
the  capacity  tonnage  under  a  given  tariff  will  yield  more,  of  course, 
than  a  less  tonnage. 

Commissioner  Woolley.  Yes, 

The  Chairman.  Very  good.  Now,  a  community  that  has  a  very 
light  tonnage,  served  by  an  independent  corporation,  is  necessarily 
handicapped  if  it  has  got  to  compete  with  a  community  that  is 
highly  developed. 

Commissioner  Woolley.  Yes, 

The  Chairman.  And  served  by  an  independent  company? 
Commissioner  Woolley.  Yes;  and  that  is  why  I  am  in  favor  of 
Federal  control. 

The  Chairman.  Now,  that  means,  in  its  last  analysis,  then.  Gov- 
ernment ownership  or  restricting  the  number  of  corporations,  so  that 
the  earnings  in  one  community  can  offset  the  losses  in  another  com- 
munity, which  is  only  another  form  of  Government  ownersliip, 
restricted  to  certain  private  individuals,  under  Government  super- 
vision, is  it  not? 

Commissioner  Woolley.  Senator,  I  will  answer  your  question  in 
this  way:  I  think,  as  I  have  tried  to  make  plain  in  my  paper,  that 
this  question  of  transportation  and  of  the  freight  rate  is  one  that 
so  universal  Iv  affects  all  the  people  that  the  people  should  have  a 
chance  to  decide  for  themselves  at  the  polls.    I  have  no  doubt,  if  the 
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term  of  Federal  control  is  extended,  that  at  the  next  Presidential 
election,  or  at  least  the  one  following  that,  it  will  be  the  predominant 
issue  as  to  what  shall  be  done  with  the  railroads,  and  I  do  not  think 
Ave  can  dodge  it. 

If  Federal  control  is  made  a  success,  then  the  people  will  want 
Federal  control  continued,  or  the  thing  that  comes  next,  which  will 
be  Government  ownership;  but  if  it  is  not  a  success,  we  will  at  least 
have  made  this  experiment.  May  I  say,  further,  that  we  had  private 
ownership  without  regulation,  and  we  all  know  what  that  meant. 
We  had  cut-throat  competition,  the  railroads  rebating  to  the  big 
shippers  or  the  big  citizens,  the  corruption  of  our  legislators  and  our 
electorates,  secret  rebates — everj'thing  that  was  pernicious.  And 
then,  with  the  passage  of  the  act  to  regulate  commerce  in  1887,  we 
had  Federal  regulation  for  the  first  time,  which  during  the  past  32 
years,  lias  from  time  to  time  been  enlarged  by  acts  of  Congress.. 
When  we  came  to  a  great  national  crisis  in  time  of  war,  we  found; 
that  we  did  not  have  a  100  per  cent  articulate  transportation  system; 
that  it  could  not  do  the  big  things  that  w^e  asked  of  it  under  pressure 
of  regulation ;  and  then  came,  as  a  natural  consequence,  Federal  con- 
trol. We  have  had  Federal  control  only  one  year,  under  very  ab- 
normal conditions,  and  with  abnormal  prices  for  everything.  As 
I  said,  it  has  been  costly,  but  everything  else  in  this  war  has  been 
costly.  The  big  thing  is  that  we  did  the  job  and  we  moved  the 
stuff  to  the  seaboard,  and  we  put  it  on  the  ships  and  carried  it  across,, 
and  we  won  the  Avar.  That  is  the  big,  controlling  thing  in  this  situa- 
tion. NoAv,  Ave  still  have  Federal  control,  and  under  the  Federal- 
control  act  it  is  to  continue  for  21  months,  or  the  President  has  the* 
right  within  that  time  to  give  the  roads  back  to  their  OAvners. 

The  national-bank  act  came  out  of  the  Civil  War;  and  when  Sal- 
mon P.  Chase  advocated  that  plan  it  did  not  have  as  many  friends 
as  Federal  control  noAv  has;  but  Ave  went  on  with  the  national-bank, 
act.  and  the  national  control  of  the  banks  continued ;  and  it  was  only 
Avhen  Ave  found  out  that  laAv  Avas  not  perfect  that  there  came  the 
Federal  reserve  act.  I  do  not  mean  to  say  that  Government  oAvner- 
ship  Avill  folloAv  Federal  control,  but  I  do  say  that  this  affects  the 
liA-es  and  the  happiness  of  all  the  people  of  this  country,  and  that 
the  people  have  the  right  to  decide  it.  And  I  Avant  to  say  right  here, 
Senator,  if  I  may,  that  I  am  in  perfect  sympathy  with  what  Director 
General  McAdoo  said  the  other  day  about  the  destruction  of  the 
morale  of  his  organization,  because  following  the  taking  over  of  the 
railroads  the  Interstate  Commerce  Commission  suffered  from  identi- 
cally the  same  trouble.  Some  of  our  bureau  chiefs,  our  examiners, 
and  our  clerks  decided,  in  a  state  of  panic — I  use  that  word  for  want 
of  a  better  one — that  they  Avere  a  part  of  a  vanishing  organization, 
although  no  suggestion  had  been  made  to  abolish  it,  and  the  result: 
was  that  Ave  lost  a  good  many  of  our  best  men. 

Senator  Kellogg.  That  is  because  Mr.  McAdoo  abolished  it. 

Commissioner  Woolley.  No  ;  he  did  not,  as  we  proved  in  the  Wil- 
lamette Valley  case. 

Senator  Kellogg.  But  he  initiates  the  rates  himself? 

Commissioner  Woolley.  As  he  was  authorized  to  do  under  the- 
Federal-control  act. 
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Senator  Kellogg.  He  absolutely  made  them,  did  he  not  ? 

Commissioner  ^^'ooLLl•:Y.  He  initiated  them. 

Senator  Kellogg.  He  not  only  initiated  them  but  he  made  them  as 
his  rates? 

Commissioner  Woolley.  Yes. 

The  CiiAiiLALvx.  But  they  were  subject  to  review  by  the  Interstate 
Commerce  Commission  ? 

Commissioner  Woolley.  Yes;  as  has  been  done  in  the  Willamette 
Valley  case  and  several  other  cases. 

Senator  Kellogg.  But  he  has  the  power  to  make  them  himself, 
without  reference  to  any  commission  at  all ? 

Commissioner  Woolley.  But  the  commission  has  the  power,  upon 
review,  to  correct  any  undue  preference  or  unjust  discrimination 
which  he  may  have  created. 

The  Chairmak.  lender  the  present  situation  it  is  not  a  theory  that 
we  have  to  deal  with,  but  Ave  are  confronted  with  the  situation  right 
now  ? 

Commissioner  Woolley.  That  is  my  contention. 

The  Chairman.  Do  you  think  it  would  be  wdse  or  unwise  for  the 
roads  to  be  turned  back  within  the  21  months,  if  Congress  has  not 
in  that  time  worked  out  some  plan  which,  in  its  wisdom,  it  thought 
should  supersede  the  old  plan,  or  take  the  place  of  Government 
control ? 

Commissioner  Woolley.  Eveiy  man  is  entitled  to  his  opinion, 
Senator. 

The  Chairman.  Yes;  and  I  want  yours. 

Commissioner  Woolley.  As  I  stated,  if  the  President,  in  his  Avis- 
dom,  should  decide  to  turn  these  roads  back,  he  Avill  probably  do  it 
upon  better  information  than  T  have;  but.  in  the  light  of  the  informa- 
tion I  noAv  have.  I  think  the  railroads  should  not  be  turned  back,  for 
the  reasons  stated  in  my  memorandum  read  by  Commissioner  Clark. 

The  Chairman.  The  committee  Avill  noAv  stand  adjourned  until 
to-morrow  morning  at  10  o'clock,  Avith  the  understanding  that  Mr. 
Woolley  is  to  come  back,  as  Ave  aa^ouW  like  to  ask  him  some  further 
questions. 

Commissioner  Woolley.  Thank  you. 

(Thereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
Tuesday,  January  14.  1911),  at  10  o'clock  a.  m.) 
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Table  I. — Market  quotation  on  railroad  stocks. 
Figures  taken  from  Tlic  Commercial  and  Financial  Clironicle.    Quotations  are  highest  figures  for  the  day . 


Uailroad-:. 

1^ 

t-' 

<; 

^2 

G 

00 

82 
Q 

0" 

S2 

0 

0 

Atchison,  Topelc a  &  Santa  Fe 

Atlantic  Coast  Line  R.  R 

99i 
120 

89| 

51 

14* 

99* 
130^ 

102J 
114 

m 

59 

12 

81 

114 

48 

45 

26 

136 

2333 

14 

27-1 

112i 

1031 

23 

20 

653 

130 

22 

n 

04| 

44 

26 

128* 

105 
53 
24J 
941 
19i 
30 
14i 
94i 
27f 
15J 

137 
1L| 
21 

97| 
109 
643 
56} 
10 
561 
105 
26* 

36 
24 

m 

196 
9* 
21| 

103 

lOOJ 
IS 
12i 
601 

119 
15 
5 
29J 
76* 
26 
22 

ilo 

100 
52i 
15J 

S2i 
15i 
30 

Hi 

92 
27J 
16i 
129} 
10* 
17* 

86| 
91 
533 
51i 
8 
473 
941 
25} 

28 
23i 
109 
178 
9 

174 
92 
921 
20 
1.3 

583 

112 
lOi 
6 
25* 
73 
334 
23 

105i 
89i 
474 
15 
74 
15 
25 
104 
854 
251 
16} 

114} 
9* 
145 

993 

108 
62 
621 
11 
53i 

107 
32* 

40 
274 

1193 

185 

"'23? 

106* 

105* 
24} 
11* 
654 

1243 
151 
63 
311 
841 
423 
24} 

112} 

105 

f 

25 
12 

1094 
344 
274  i 

137* 
11} 
164 
243 
123 

94f 
106 

56 

594 

94 

484 

99 

28} 

40 
26 

114 

ISO 
74 
20 
99 

101 
203 
11 
60* 

124 
13* 
54 
271 
793 
363 

"ioe" 
974 
47 

17 

,S5| 
141 
24} 
10 

104i 
32i 
231 

1313 
10 
131 
21s 
103 

95 
107 

55i 
594 

1? 

39 
26 

1153 

180 
64 
20 
99 

1003 
21 
11 
604 

124 
13 
6 
28} 
79} 
37} 
22 

107 
97} 
47* 

"'854 
15 
24} 
104 
104} 
3I5 
251 
131 
10 
14 
215 
104 

95 
106 

58* 

9f 

471- 

993 

28} 

37 

"iis"' 

179 
7 

194 
98| 
993 
21} 
11 
604 

1214 

141 
6 
281 
791 
36f 
214 
1074 
97} 

t?' 

851 
164 
24} 
10} 

103i 
32} 
283 

132 
9| 
131 
23 
103 

100} 

52} 

Chesapeake  tt  Ohio 

56 

Chicago  GrPat  Western 

84 
40 
96 

Chicago,  Milwaukee  &  St.  Paul 

Chicago  &  North  Western 

Chicago,  Rock  Island  &  Pacific 

254 
38 

Cleveland,  Cincinnati,  Chicago  &  St. 
Louis 

40 

Colorado  &  Southern. . .           

24 

Delaware  &  Hudson 

150 
407 

12 

28^ 
124i 
1123 

27i 
9 
1361 
139 

13 

m 

172 

1  S9i 

65* 

23  i 

104J 

111 

2  111i 

104 

Delaware,  Lackawanna  &  Western . . . 
Denver  &  Rio  Grande 

185 
7 

Erie 

17} 

Great  Northern 

943 

Illinois  Central 

?r* 

Kansas  Cit v  Southern 

Lake  Erie  &  Western 

8 

I/Ohigh  V^allev 

54i 

Louisville  &  Nashville 

118f 
Hi 

Minneapolis  &  St.  Louis 

Missouri,  Kansas  &  Texas 

Missouri  Pacific 

.54 

24i 

New  York  Central 

75i 

New  York,  New  Haven  &  Hartford.. 

New  York.  Ontario  &  Western 

Norfolk  &  Western 

314 
203 
105* 

Northern  Pacific 

93} 

Pennsvlvania 

441 

Pere  Marquette 

14 

Reading 

164 
3 
203 
19i 
97J 

803 

133 

St.  Louis-San  Francisco 

St.  Louis-Southwestern 

24} 

Seaboard  Air  Line    

83 

Southern  Pacific  Co 

100 

Soutlrern  Railwav 

29 

Texas  &  Pacific . " 

16 
155A 

18* 

271 
127* 

LTnion  Pacific 

Wabash 

ll 

Western  Pacific 

21 

Wheeling  ,fc  Lake  Erie  Ry 

4 

15 

1 

12* 

lOf 

84 

1  Quotation  for  N.  Y.  C.  &  H.  R.  R. 
"  Quotations  on  basis  of  100. 

Table  II. — List  of  all  steam  railways  under  Federal  control,  as  furnished  to 
Commissioner  Woolley  by  the  United  States  Railroad  Administration  Jan. 
2,  1919. 

[Data  as  to  mileage,  capital  stock,  etc.,  compiled  from  annual  reports  of  the  earners  to  the  Interstate 
Commerce  Commission  for  the  year  ended  Dec.  31, 1917.) 


Name  of  road. 

Miles  of 

road 
owned. 

Miles  of 

road 
operated. 

Capital  stock 

actually 
outstanding. 

Bonded 
indebtedness. 

Date  of 

appointment 

of  receiver. 

Aberdeen  &  Rockfish  R.  R.  Co 

Abilene  &  Southern  Ry.  Co 

59.54 

72.17 

33. 82 

23.11 

.25 

141.49 

292.88 

142. 59 

59.54 
96.79 
33.82 
23.11 
.25 
141.  49 
312.27 

$208,800.00 

75,000.00 

439, 500. 00 

100, 000. 00 

100,000.00 

2,100,000.00 

11,210,350.00 

3,500,000.00 

15,000.00 

$177,000.00 

1,012,066.00 

425,000.00 

1,001,000.00 

35,000.00 

1,938,885.46 

10,669,442.00 

10,000,000.00 

100,000.00 

Ahnapee  &  Western  Ry.  Co 

Akron  &  Barberton  Belt  R.  R.  Co 

.\kron  Umon  Passenger  Depot  Co 

-Alabama  &  Vicksburg  Ry.  Co 

Alabama  Great  Southern  R.  R.  Co 

Albany  &  Susquehanna  R.  R.  Co 

A Ibanv  Passenger  Terminal  Co 

Albanv  Railroad  Bridge  Co.' 

Allegheny  &  Western  Rv.  Co 

62.19 
3.27 

3,200,000.00 
450,000.00 

2,000,000.00 
450,000.00 

Allentown  Terminal  R.  R.  Co 

'  No  annual  report  filed. 
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Table  II. — List  of  all  steam  raihvays  under  Federal  control,  etc. — Continued. 


Name  of  road. 


Alton  &  Southern  R.  R 

Ann  Arbor  R.  R.  Co 

Arizona  Eastern  R.  R.  Co 

Arkansas  &  Memphis  Ry.,  Bridge  & 
Terminal  Co , 

Arkansas  Central  R.  R.  Co , 

Arkansas  Western  Ry.  Co 

Asheville  &  Craggy  Mountain  Ry.  Co. . 

Ashe\alle  &  Southern  ' 

Ashland  Coal  &  Iron  Ry.  Co 

AtPliison,  Topeka  &  Santa  Fe  Rv.  Co  , 

Atchison  Union  Depot  &  R.  R.  t!o 

Athens  Terminal  Co.' 

Atlanta  &  St.  Andrews  Bay  Ry.  Co  ... 

Atlanta  &  West  Point  R.  R.  Co 

Atlanta,  Birmingham  &  Atlantic  Ry. 
Co. 


Atlanta  Jomt  Terminals  ' 

Atlanta  Terminal  Co 

Atlantic  &  East  Coast  Tunnel  Co.' 

Atlantic  &  St.  T^awrence  R.  R.  Co 

Atlantic  &  Yadkin  Ry.  Co 

Atlantic  City  R.  R.  Co 

Atlantic  Coast  Line  R.  R.  Co 

Augusta  &  Summervillo  R.  R.  Co 

Augusta  Belt  Ry.  Co 

Augusta  Union  Station  Co 

Baltimore  &  Ohio  R.  R.  Co' 

Baltimore  &  Ohio  Chicago  Terminal 

R.  R.Co 

Baltimore  &  Sparrows  Point  R.  R.  Co. . 

Bangor  <fe  Aroostok  R.  R.  Co 

Barnegat  R.  R.  Co 

Barro  &  Chelsea  R.  R.i 

Bath  &  Hammondsport  R.  R.  Co 

Bay  Shore  Connecting  R.  R.  Co.i 

Beaumont  Sour  Lake  &  Western  Ry. 

Co. 


Beaumont  Wharf  &  Terminal  Co 

Be'ington  &  Northern  R.  R.Co 

Bellingham  &  Northern  Rv.  Co 

Belt  R.  R.  &  Stock  Yards  Co 

Belt  Ry.  Co.  of  Chattanooga 

Belt  Rv.  Co.  of  Chicago 

Bennettsville  <k  Cheraw  R.  R.  Co 

Bergen  County  R.  R.  Co 

Bessemer  &  l/ake  Erie  R.  R.Co 

Big  Fork  &  International  Falls  Rv. 

Co.3 ■-.. 

Big  B'ackfoot  Ry.i 

Birmingham  S;  JJorthwestern  Ry.  Co.. 

Birmingham  Belt  R.  R.  Co.'' 

Birmingham  Terminal  Co 

Blackwell  Lumber  Co.'s  R.  R.' 

Blue  Ridge  Rv.  Co 

Boston  i<L'  Albanv  R.  R.  Co 

Boston  c<e  MaineR.  R.2 

Boston  Terminal  Co.' 

Boync  City,  (iaylord  &  Alpena  R.  R. 

Co. 


Miles  of 

road 
owned. 


16.64 
302. 50 
309.04 

3.77 
43.54 
32.33 

2.26 


26.36 
7, 140. 10 


82.00 
90.88 


651. 70 


3.54 


165.  20 

163. 10 

170. 18 

4,704.56 

2.27 

3.71 


2, 272. 95 

126.  80 
5.43 

574. 32 
8.15 


9.23 


84.29 


4.06 
80.24 
25.75 
26.19 


44.50 
9.82 
8.81 

34.89 


48.70 
"5.66 


Brazil  Devil's  Lake  &  Minneapolis 
Electric  Ry.' 

Brockport  &  Shawmut  R.  R.' 

Brooklyn  Eastern  District  Terminal... 

Brownwood  North  tt  South  Rv.  Co. . . 

Brunswick  &  Chillicothe  R.  R!^ 

Buffalo  &  Susquehanna  R.  R.  Corpor- 
ation   

Buffalo  Creek  R.  R 

Buffalo,  Rochester  &  Pittsburgh  Ry. 
Co. 


Calumet  Western  Ry .  Co 

Camas  Prairie  R.  R.  Co 

Carolina  &  Northwestern  Ry.  Co. 


34. 02 
303.63 
731.38 


93.87 


.15 
17.65 


217. 28 


367.07 
3.42 


124.30 


Miles  of 

road 
operated 


15.00 
301.01 
377. 74 

4.69 
46. 13 
32. 33 

4.44 


34.86 
,  629. 59 


640.  42 


3.86 


166.  70 

163.10 

177. 01 

4,786.74 

2.91 


.54 
4,948.26 

148.  25 
5.43 

632.  80 
8.83 


9.23 


118. 75 


4.06 
80.24 


31.48 
44. 50 


217. 25 
34.52 


48.70 

"h'.bb 


44.00 
6  2, 305.' 41' 


59.  67 


1.14 

17.65 


252. 56 
6.65 

584. 65 

3.42 

151. 11 

133.  .50 


Capital  stock 

actually 
outstanding. 


SIO,  000. 00 
7, 250, 000. 00 
9,000,000.00 

2,  .520, 000. 00 

598,000.00 

650, 000. 00 

24, 200. 00 


773,500.00 

344, 629, 200. 00 

72, 000. 00 


300, 000. 00 
2,463,600.00 


30, 000. 000. 00 


150, 000. 00 


5,484,000.00 

1,000,000.00 

3, 019, 400. 00 

68, 756, 100. 00 

200,000.00 

65,000.00 

75, 000. 00 

210, 808, 797. 67 

8,000,000.00 

150,000.00 

7,340,000.00 

50, 000. 00 


100, 000. 00 


85,000.00 

60.000.00 

150;000.00 

1,200,00.00 

2,  .500. 000.  00 

300, 000.  00 

2, 880, 000. 00 

250, 000. 00 

200, 000. 00 

500,000.00 


300, 000.  00 
156,666.66 


100, 000. 00 
25,000,000.00 
42,655,190.70 


669,300.00 


Bonded 
indebtedness. 


$7,985,330.55 
10, 647, 000. 00 

3, 750, 000. 00 


650, 000. 00 


300,000.00 

288,019,989.20 

7, 500.  00 


850, 000. 00 


8, 633, 907. 00 


1,500,000.00 


1,500,000.00 

4,694,500.00 

143,193,745.00 


225, 000. 00 
463,801,323.14 

33,044,000.00 


16,276,000.00 
""366,666.66' 


2,057,825.00 
64,000.00 


531 ,  000. 00 
975, 625. 00 
324,000.00 


1.->(I,()00.  00 

200,  000,  00 

11,280,000.00 


800, 000. 00 

"i,"  946,' 666."  66 


100,000.00 

26,000,000.00 
42,577,000.00 


800,000.00 


110,000.00 
225,000.00 


91,000.00 


7,000,000.00 


16,. 5a),  000. 00 

432,000.00 

100, 000.  (X) 

1,4(M,2.50.00 


6,296,800.00 


31,446,000.00 


2,075,244.48 


Date  of 

appointment 

of  receiver. 


Aug.  29,  1916 
Nov.  19,  1913 


'  No  annual  report  filed. 

2  Operations  partly  electric. 

3  Owned  by  and  operated  as  a  separate  i)roperty  of  the  Northern  Pacific  Ry.  Co. 
■I  Included  in  report  of  St.  Louis-San  FranciscoRy.  Co. 

6  Includes  38.41  miles  in  Canada. 


EXTENSION   OF   GOVERNMENT  CONTROL  OF   RAILROADS.         409* 
TAst  of  all  steam  railways  under  Federal  control,  etc. — Continued, 


Name  of  road. 


Miles  of 

road 
owned. 


Miles  of 

road 
operated. 


Capital  stock 

actually 
outstanding. 


Bonded 
indebtedness. 


Date  of 

appointment 

of  receiver. 


Carolina  &  Tennessee  Southern  Ry.  Co 

Carolina  R.  R.  Co 

Carolina,  Clinchfiold  &  Ohio  Ry 

Carolina,  Clinchfiold  &  Ohio  Ry.  of 
South  Carolina 

Cartaret  Extension  R.  R.' 

Catasauqua  &  Fogelsville  R.  R.  Co — 

CentraUa  Eastern  R.  R.  Co , 

Central  Indiana  Ry .  Co , 

Central  New  England  Ry  Co 

Central  New  Yorlv  Southern  R.  R.  Cor- 
poration - 

Central  of  Georgia  Ry.  Co 

Central  R.  R.  Co.  of  New  Jersey 

Central  Terminal  Ry.' 

Central  Transfer  Ry.  &  Storage  Co 

Central  Union  Depot  &  Ry.  Co.  of  Cin- 
cinnati   

Central  Vermont  Ry.  Co 

Charleston  &  Western  Carolina  Ry.  Co. 

Charleston  Terminal  Co 

Charleston  Union  Station  Co 

Chattanooga  Station  Co 

Cherry  Tree  &  Dixonville  R.  R.  Co 

Chesapeake  &  Ohio  Ry.  Co 

Chesapeake  &  Ohio  Ry.  of  Indiana  3... 

Chesapeake  &  Ohio  Northern  Ry 

Chester  &  Delaware  River  R.  R".  Co. . . 

Chesterfield  &  Lancaster  R.  R.  Co 

Chicago  &  Alton  R.  R.  Co 

Chicago  &  Eastern  Illinois  R.  R.  Co 

Chicago  &  Erie  R.  R.  Co 

Chicago  &  North  Western  Ry.  Co 

Chicago  &  Wabash  Valley  Ry 

Chicago  &  Western  Indiana  R.  R.  Co.. 

Chicago,  Burlington  &  Quincy  R.  R.  Co 

Chicago,  Detroit  &  Canada  Grand 
Trunk  Junction  R.  R.  Co 

Chicago  Great  Western  R.  R.  Co 

Chicago  Heights  Terminal  Transfer 
R.  R.Co 

Chicago,  Indianapolis  &  Louisville  Ry. 
Co 


13.90 

13.72 

271. 12 

18.09 


13.90 

15.86 
282. 99 

18.09 


$60,000.00 

35,000.00 

36,500,000.00 

12,000.00 


693,000.00 

25,"  057 

3,000 


000.00 
000.00 


31.76 

8.65 

117.  74 

138. 90 

35. 88 

1,485.73 

379.  87 


31.76 

10.78 

127. 12 

301. 30 

37.58 

1,918.74 

684.06 


426,900.00 

1.50,000.00 

120,000.00 

8,547,100.00 

1,100,000.00 
20,000,000.00 
27,436,800.00 


135,000.00 


1,500, 
13,732, 

1,000, 
37,311, 
43,924, 


000.00 
000.00 

000. 00 
350. 00 
000. 00 


Chicago  Junction  Ry .  Co , 

Chicago,  Kalamazoo  &  Saginaw  Ry.  Co 

Chicago,  Memphis  &  Gulf  R.  R.  Co 

Chicago,  Milwaukee  &  Gary  Ry.  Co. . . 
Chicago,  Milwaukee  &  St.  PaulRy.  C0.2 
Chicago,  Peoria  &  St.  Louis  R.  R.  Co. . . 

Chicago  River  &  Indiana  R.  R.  Co 

Chicago,  Rock  Island  &  Gulf  Ry.  Co. . . . 
Chicago,  Rock  Island  &  Pacific  Ry.  Co. 
Chicago,    St.    Paul,    Minneapolis    & 

Omaha  Ry.  Co 

Chicago,  Terre  Haute  &  Southeastern 

Ry.  Co 

Chicago  Union  Station  Co.' 

Cincinnati,  Burnside  &  Cumberland 

River  Ry.  Co 

Cincinnati,  Hamilton  &  Dayton  Ry. 

Co 


Cincinnati,  Indianapolis  &  Western 
R.  R.  Co 

Cincinnati,  Lebanon  &  Northern  Ry. 
Co 


Cincinnati,  New  Orleans  &  Texas  Pa- 
cific R  y.  Co 

Cincinnati  Northern  R.  R.  Co 

Cincinnati,  Saginaw  &  Mackinaw  R. 
R.  Co. 


Cleveland,  Cincinnati,  Chicago  &  St. 

Louis  Ry.  Co 

Clinton  &  Oklahoma  Western  Ry.  Co.. 

Coal  cl'CokeRy.  Co ". 

Colorado  &  Southern  Ry.  Co 

'  No  annual  report  filed. 
2  Operations  partly  electric. 


1.44 

246. 30 

340. 89 

1.77 

1.67 

4.18 

38.73 

2,117.29 


1.44 

411.20 

342. 50 

1.77 

1.67 

4.18 

38.73 

2,478.24 


50,000.00 

712,500.00 

3,000,000.00 

1,200,000.00 

200,000.00 

50,000.00 

100,000.00 

500,000.00 

62,786,000.00 


20, 000. 00 

250,000.00 

11,208,000.00 

5,700,000.00 

800,000.00 

250,000.00 

1,000,000.00 

1,210,000.00 

183,758,327.16 


5. 

38. 

4  687. 

1,009. 

249. 

7,931. 


5.72 

38.00 

1,052.65 

1,131.39 

269.  56 


250,000.00 

500,000.00 

39, 723, 800. 00 

18,267,900.00 

100,000.00 


253,000.00 
85,798,000.00 
62,679,150.00 
22,400,000.00 


8,094.95  :167,612,500.00  |201,951,000.00 


96.98 
8,948.94 

60. 00 
757.  47 


96.98  I     5,000,000.00     65,853,666.67 
9,373.07  110,839,100.00    174,972,200.00 


60.00  '     1,095,000.00 
1,496.06     89,137,115.00 


618. 

4. 

54. 

48. 

108. 

9,  S95. 

234. 

4. 

468. 

5,369. 


1,676.81 
361.41 


1.61 

94.62 

283. 62 

76.15 

<  335. 46 
206.  26 

52.97 


3.57 

654.  36 
23.94 
44.90 
51.60 

141.  82 
10, 305.  29 

255. 47 
28.26 

474.  81 
7, 823.  65 

1,749.19 

374. 18 


1.61 

94.62 

321.68 

76.15 

337. 27 
245.  68 

54.16 


500,000.00 

15, 488, 100. 00 

5,500,000.00 

450,000.00 

670,000.00 

5,500,000.00 

233,251,800.00 

4,000,000.00 

500,000.00 

469,000.00 

128,781,882.50 


25,883,000.00 

562,500.00 

20,493,390.00 


I     1,268,000.00 

759,000.00 

5,798,000.00 

.380,829,254.66 

4,354,000.00 

765, 000. 00 

15,602,700.12 

184,396,215.40 


29, 816, 000. 00     41, 387, 000. 00 
4,300,000.00     18,874,055.00 


110. 

8,248, 

10, 700, 

2.100, 

5, 443, 
3,000. 


000,00 

175. 00 

000. 00 

000. 00 

400. 00 
000. 00 


44,655,000.00 

2,675,000.00 

1,653,000.00 

1,880,000.00 
1,344,000.00 


1,693.03  I  2,386.91 

51.86  59.97 

196.  75  I       197. 30 

1.010.98  I  1,103.18 


1,500,000.00 


57,027, 

250, 

18, 960, 

48,000, 


200. 00 
000.00 
900. 00 
000. 00 


99,231,284.62 

751,572.00 

5,045,297.75 

50,203,900.00 


May    27,191® 


July   31,191* 


^  Included  in  report  of  Chesapeake  &  Ohio  Ry  Co. 
<  Mileage  owned  by  the  city  of  Cincinnati 
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Name  of  road. 

Miles  of 

road 
owned. 

Miles  of 
road 

operated. 

Capital  stock 

actually 
outstanding. 

Bonded 
indebtedness. 

Date  of 

appointment 

of  receiver. 

.38 
1.00 

3.96 
122.99 
25.79 
22.99 
50.98 
12.90 
108.06 

5.14 
75.98 

.38 
1.00 

23.75 
165. 22 

8100,000.00 
20,000.00 

45,000.00 

4.244,300.00 

800,000.00 

50,000.00 
1,500,000.00 

20,999.00 
5,333,550.00 

223,700.00 
368, 600. 00 

Connecting  Terminal  R.  R.  Co 

Cooperstown  &  Charlotte  Valley  R.  R. 
Co       

$500,000.00 

Cooper  Range  R.  R.  Co 

2,230,000.00 
613,700.00 
500,000.00 
853,000.00 

1,028,000.00 

Cornwall  &  Lebanon  R.  R.  Co 

Cumberland  &  Manchester R.  R.  Co... 
•Cumberland  &  Pennsylvania  R.  R.  Co. 

Cumberland  R.  R.  Co 

Cumberland  Valley  R.  R.  Co 

22.99 

61.38 

12.90 

163.68 

4.86 
80.78 

Dallas  Terminal  Ry.  and  Union  Depot 

Co 

Danville  &  Western  Ry.  Co 

731,000.00 
1,052,000.00 

Davenport,  Rock  Island  &  Northwest- 
ern Ry.  Co.i 

Dayton  &  Union  R  R  Co 

31.74 
L76 

47.04 
2.23 

86,300.00 
321,000.00 

Dayton  Union  Ry.  Co 

Deep  Creek  R  R  Co.' 

379,000.00 

343. 11 
236. 11 

878.98 
955.09 

42,502,600.00 
42,220.400.00 

66,462,000.00 
102,600.00 

Delaware,  Lackawanna  &  Western  R. 

R.  Co 

Delaware  River  Ferry  Co  ' 

Denison  &  Pacific  Suburban  Ry.  Co... 

Denver*  Rio  Grande  R.R.  Co 

Denver  &  Salt  Lake  R.  R.  Co 

7.85 

"2,568.69 

252. 35 

7.85 

2,610.40 

255. 46 

100,000.00 

87,775,670.00 

11,670,300.00 

30,000.00 

100,000.00 

121,802,000.00 

12,432,265.09 

4,000,000.00 

Jan.    29,1918 
.\ug.  16,1917 

De  Pue  Ladd  &  Eastern  R.  R.i 

Des  Moines  Union  Ry.  Co 

6.10 

18.59 

386. 24 

47.60 

7.18 

18.59 

383.82 

80.80 

400,000.00 

148.000.00 

2,950,000.00 

1,428,000.00 

Detroit  &  Huron  Ry  Co 

Detroit  &  Mackinac  Ry.  Co 

Detroit  &  Toledo  Shore  Line  R.  R.  Co. . 
Detroit  &  Western  Ry.i 

2,300,000.00 
3.000,000.00 

Detroit,  Bay  City  &  Western  R.  R.  Co. 

Detroit,  Grand  Haven  &  Milwaukee 

Ry.Co 

99.00 

189.00 

1.51 

22.06 

396.26 

283. 80 

2.37 

376. 19 

596. 66 

2.10 

1.30 

.16 

30.30 

107.50 
190.52 

450,000.00 

1,500,000.00 

300,000.00 

2,000,000.00 

12, 489, 998. 00 

6,500,000.00 

200,000.00 

4,112,500.00 

22,000,000.00 

400,000.00 

1,000,000.00 

33,300.00 

454, 500. 00 

454,500.00 

793,000.00 
5,199,000.00 

Detroit  Terminal  R  R.  Co 

21.79 

463. 29 

284. 60 

2.37 

410. 98 

601.01 

2.10 

1.30 

.16 

30.30 

Detroit,  Toledo  &  Ironton  R.  R.  Co... 

Duluth&  Iron  Range  R.R.  Co 

Duluth  &  Superior  Bridge  Co 

9,736,868.00 

8,151.000.00 

950.000.00 

11,496,000.00 

20,493,000.00 

Duluth,  Missabe  &  Northern  Ry.  C 

Duluth,  South  Shore  &  Atlantic  Ry.  Co 
Duluth  Terminal  Ry.  Co  

Dunleith  &  Dubuque  Bridge  Co 

60,000.00 

Eastern  Texas  R  R  Co      

East  St  Louis  Belt  il  R' 

East  St  Louis  &  Carondolet  Ry.' 

3.89 

3.31 

20,000.00 

East  St.  Louis  National  Stock  Yards 
Co'                               

Eddystone  &  Delaware  River  R.  R.  Co. 

Elgin,  Joliet  &  Eastern  Ry.  Co 

El  Paso  &  Northeastern  R .  R.  Co 

.90 

234.82 

19.22 

127. 51 

.90 
807.90 

50,000.00 
10,000,000.00 
300,000.00 
2,500,000.00 
25,000,000.00 
14,000,000.00 

2,000,000.00 

88,800.00 

176,271,300.00 

693,000.00 

2,000,000.00 

500,000.00 

355,000.00 

470,000.00 

200,000.00 

100,000.00 

12,500,000.00 

10,000,000.00 

El  Paso  &  Rock  Island  Ry.  Co 

El  Paso  &  Southwestern  Co        

'i,'628."44" 

2,500,000.00 

El  Paso  &  Southwestern  R.  R.  Co 

456. 78 
4.69 

5,055,000.00 

El  Paso  &  Southwestern  R.  R.  Co.  of 
Texas          

El  Paso  Union  Passenger  Depot  Co 

204,000.00 
217,166,784.00 

ErieR.  R.  Co 

Escanaba  &  Lake  Superior  R.R.  Co... 
Evansville  &  Indianapolis  R.  R.  Co... 

Fairchild  &  Northeastern  Ry.  Co 

Fairmont  Bingamon  Ry  Co 

857. 76 
145. 46 
133.97 
65.00 
8.42 
6.11 
53.50 
32.37 
56.08 

1,989.12 
145. 46 
137.47 
65.00 

2,500,000.00 

Feb.     5,1913 

Fairmont  Helen's  RunRy.  Co 

Farmers  Grain  &  Shipping  Co 

Fernwood  &  Gulf  R.R.  Co 

66.55 

32.37 

764.75 

438,000.00 

400,000.00 

37,540,000.00 

Florida  East  Coast  Ry.  Co .- 

Forge  Run  R.  R' 

Fort  Smith  &  Van  Burcn  Ry.  ' 

1 

Fort  Street  Umon  Depot  Co. '  

1 

Fort  Wavne,  Cincinnati  &  Louisville 

Ry.  1  . ." 

Fort  Worth  &  Denver  Citv  Ry.  Co. ... 

Fort  Worth  &  Rio  Grande  Ry.  Co 

Fort  Worth  Belt  Rv.  Co 

454.14 

223.44 

3.10 

454. 14 

235.22 

3.10 

9,243,800.00 

2,928,300.00 

400,000.00 

9,016,000.00 
4,467,000.00 

Fort  Worth  Union  Passenger  Station.. 

■ 

Frankfort  &  Cincinnati  Ry.  Co 

40.66 

40.00 

40,000.00 

160,666.66 

'  No  annual  report  filed. 
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Name  of  road. 

Miles  of 

road 
owned. 

Miles  of 

road 
operated. 

Capital  stock 

actually 
outstandmg. 

Bonded 
indebtedness. 

Date  of 

appointment 

of  receiver. 

Gallatin  Valley  Ry  Co                     

76.13 

76.13 

$800,000.00 

27,084,400.00 

1,000,000.00 
2,626,600  00 

""'456,' 666.' 66' 

3,768,000.00 

600,000.00 

2,000,000.00 

Galveston,  HaVrisburg  &  San  Antonio 
Ky.  Co    

1,344.08     1,360.95 

47.33  1        50.00 
10.83  1         13.50 

$32,265,000.00 

2,122,000.00 
2,256,000.00 
1,650,476.00 
2,113,000.00 
6,695,000.00 
565,000.00 

Galveston,  Houston  &  Henderson  R.  R. 
Co 

Galveston  Wharf  Co 

328.90 
192.  86 
402. 05 
41.60 
119.64 

Georgia,  Florida  t<c  Alabama  Ry.  Co... 
Georgia  Southern  &  Florida  Ry.  Co. .  . 

Gettvsbiirg  ct  Harrisburg  Rv.  Co 

Gihriore  it  Pittsburgh  R.  R  "Co 

192. 13 

391. 19 

41.60 

119.64 

Glendale  &  Fa.st  River  R.  R. '     

Goldfield  Consohdated  Milling  &  Trans- 

. .     63. 58 

64.11 
569.90 

1,406,300.00 
5,791,700.00 

Grand  Rapids  &  Indiana  Ry.  Co 

Grand  Rapids  Terminal  R.  R.  i 

476.  61 

11,373,000.00 

330.91         347.05 

6,000,000.00 

30, 442, 720.  00 

Granite  Citv  Madison  Belt  Line  R.  R. ' 

Gray's  Point  Terminal  Rv  Co    

13.24 
7,130.09 

500,000.00 
249, 477, 138. 00 

1,343,000.00 
270.754.01.5.00 

Great  Northern  Rv.  Co. . ! 

8, 255. 98 

Green  Bay  it  Western  R.  R.  Co 

228.  58 

253.80 

10,100,000.00 

Greenwick  &  Johnsonvil'le  Ry.  Co 

21.15 
70.31 

307.00 
1,243.56 

401. 68 

21.15 

225,666.66 !      400,066.66 

71,000.00           829.000.00 

Gulf  it  Ship  Island  R.  R.  Co 

c.ulf,  Colorado  &  Santa  Fe  Ry.  Co 

(iulf.  Mobile  &  Northern  R.  R.  Co 

Gulf  Terminal  Co 

307. 56 

1,937.25 

402. 39 

7,000,000.00 

10,000,000.00 

22,166,500.00 

46,000.00 

50,000.00 

850,000.00 

40,000.00 

600,000.00 

20,000.00 

4,.364,000.00 

45,446,498.00 

27,000.00 

600,000.00 

25,000.00 

Hamilton  Belt  Rv.  Co 

2.94 
2.90 

2.94 

Hannibal  Bridge  Co 

Harriman  &  Northeastern  R.  R.  Co 

Hartwell  Ry.  Co 

19.64 
9.60 

92.20 

27.98 
320.19 

19.64 
10.10 

95.36 

27.98 
349. 72 

391,650.00 
20.000.00 

Hawkinsville  &  Florida  Southern  Rv. 
Co ". 

1                            1 
100,000.00  1        586,000.00 

High  Point,  Randleman.  Asheboro  & 
Southern  R.  R.  Co 

248,400.00           402,000.00 
10,999,500.00     26,049,000.00 

Hocking  Valley  Rv.  Co 

Hornan  &  Southeastern  Ry. ' 

Houston  &  Brazos  Valley  Ry.  Co 

Houston  &  Brazos  Valley  Terminal  Co.i 

28.40 

70.47 

24,000.00           420,000.00 

Oct.    27,1915 

Houston  <t  Shreveporl  R.  R.  Co 

Houston  &  Texas  Central  R,  R.  Co.... 

Houston  Belt  &  Terminal  Ry.  Co 

Houston  East  &  West  Texas  Ry,  Co... 
Hudson  River  Bridge  Co.  at  Albany  i.. 

39.78 
856.40 

21.85 
190. 94 

40.72 
948. 51 

27.13 
190.94 

400,000.00  j        150,000.00 

10,000,000.00     12,117,000.00 

25,000.00  j     4,617,000.00 

1,920,000.00       3,000,000.00 

Himtingdon  &  Broad  Top  Mountain 
R.  R.  &  Coal  Co. '    ... 

Iberia  &  Vermilion  R.  R.  Co 

16.09 

2,266.37 

9.95 

21.44 

4,765.97 

25.55 

300,000.00           322,000.00 

109,291,39L67    222,010,165.00 

500,000.00  1        410,000.00 

Illinois  Central  R.  R.  Co 

Illinois  Terminal  R.  R.  Co 

Illinois  Transfer  R.  R. ' 

Indianapolis  &  Frankfort  Rv.  ' 

Independence  &  Monmouth" Ry.  Co. . . 
Indiana  Harbor  Belt  R.  R.  Co 

2.50 

74.61 

2.38 

1,106.00 

2.50 

177. 05 

28.13 

1,159.50 

25,000.00 
5,000,000.00 

7, 229, 000. 00 

Indianapolis  Union  Ry.  Co 

4,765,000.00 
15,455,500.00 

International  &  (ireat  Northern  Ry.  Co. 
Interstate  Car  Transfer  Co.' 

4,822,000.00 

Aug.  10,1914 

Interstate  R.  R.  Co. ' 

38.99 

45.82 

2, 147, 100. 00 

975,000.00 

Iowa  &  St.  Louis  Ry.  ' 

Iowa  Transfer  Ry.  Co 

.21 

.21 

40,500.00 

Jacksonville  Terminal  Co.' 

Jay  Street  Terminal ' 

1 

Johnson  1  itv  Southern  Rv  ' 

Joliet  Union  Depot  Co...! 

30,0(X).00           372,000.00 

40,000.00  i        650,000.00 

9,000,000.00  1     6,409,000.00 

1,3.59,600.00  1     1,527,000.00 

10,000.00  j        660,000.00 

1  77.">  400  00      s  0-i  non  on 

.loplin  Union  Depot  Co 

.78 
168. 15 
37. 30 
12. 10 

.78 
176. 60 
37. 60 
42.19 

154.  22 
7.00 

Kanawha  it  Michigan  Ry.  Co 

Kanawha  &  West  Virginia  R.  R.  Co... 
Kankakee  &  Seneca  R.  R.  <  o 

Kansas  City,  C  linton  <t  Sprin^fiel  I  R y 
Co .' 

162. 63 
7.00 

Kansas  City  Conn^ciin:  R  R.  i  o 

Kansas    City,    Excelsior    Springs    & 
Northern  R.  R^ 

701,600.00 

1,000,000.00 

'  No  annual  report  filed. 
2  In  hands  of  receivers. 


3  Includes  758.46  miles  in  Canada,  operations  partly  electric. 
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Name  of  road. 

Miles  of 

road 
owned. 

Miles  of 

road 
operated 

Capital  stock 

actually 
outstanding. 

Bonded 
i  indebtedness. 

Date  of 

appointment 

of  receiver. 

Kansas  City,  Mexico  &  Orient  R.  R.  Co 

Kansas  City,  Mexico  &  Orient  Ry.  Co. 

of  Texas ." 

259. 43 
465. 71 

272. 16 

465. 71 

1.94 

774.43 

24.08 

61.51 

16.  44 

.$20,000,000.00 

1,000,000.00 

1.50,000.00 

50, 959, 900. 00 

1,200,000.00 

362,000.00 

75, 000. 00 

4,125,000.00 

1.000,000.00 

100. 000. 00 

664,9.50.00 

$31,000,000.00 

4, 810, 000. 00 

150,000.00 
48,871,164.00 
43,332,7.53.00 

Apr.  17,1917 

Kansas  City,  Shreveport  &  Gulf  Termi- 
nal Co 

Kansas  Citv  Southern  Ry  Co 

400. 09 
66.12 
59. 34 

16. 44 

162. 31 

.6(i 

1.20 

37.60 

Kansas  ( ity  Terminal  Ry.  Co 

Kansas  Soiitliwestern  Ry.  Co 

Kentucky  &  ln;iiana  Terminal  R.  R. 
Co.....' 

6, 574, 777. 00 
2, 7.50, 000. 00 

Keokuk  it  Hamilton  Bridee  Co 

.66 

.28 

37.94 

Keokuk  Union  Depot  i  o 

23, 000. 00 
200, 000. 00 

Kewaunee,  Green  Bav  &  Western  R.  R 
(0 

Lackawanna  &  Montrose  R.  R  <  o 

9. 93 
44.. 35 
14.00 
27.76 
710.02 
33.12 

9. 93 
72.66 

7.05 
27.76 

mo.  06 

34.04 

1.30, 500. 00 

95, 000. 00 

6, 903, 000.  on 

4,300,000.00 

23,  680, 000.  00 

1,000,000.00 

509, 400. 00 
39,350.00 
150,000.00 

600, 000. 00 

1,340,000.00 

6, 300. 000. 00 

60, 608;  000. 00 

300,000.00 

6, 600. 00 

403, 000. 00 

1,000,000.00 

509, 500. 00 

Lake    liarles  <t  Northern  R    R   Co 

Lake  Erie  it  Kastern  R .  R  (  o 

Lake  p:rie  &  Pittsburgh  Ry.  »  o 

I>ake  Erie  &  Western  R.  R .  f  o 

Lake  Superior  &  Ishpeming  Ry.  Co  . . . 

Lake  Superior  Terminal  &  Transfer  Ry. 

Co.  of  the  State  of  Wisconsin ' . 

3, 540, 000.  fK) 
11,975,000.00 
1,011,000.00 

Lawrenceville  Branch  R.  R.  Co 

9.61 

9.61 

Leavenworth  Depot  it  R.  R.  Co 

137,000.00 

560,000.00 

2,987,000.00 

7,245,000.00 

82,911,000.00 

Leavenworth  Terminal  Ry.  &  Bridge 
Co 

1.56 

74.60 

191.86 

318.62 

5.41 

3.30 

1.56 

96.60 

297. 05 

1,449.20 

5.41 

Lehigh  &  Hudson  River  Ry.  Co 

Lehigh  &  New  England  R.  R.  Co 

Lehigh  Valley  R.  R.  Co 

Lewiston  &  Auburn  R.  R.  Co 

Lexington  Terminal  R.  R.  Co 

Lexington  Union  Station  Co    . 

Litchfield  &  Madison  Ry.  Co 

43.97 
29.42 

43.97 
29.42 

999,000.00 

Little  Kanawha  R.  R.  Co 

Little  Rock,  Sheridan  &  Saline  River 
Ry.i 

Long  Fork  Ry.  i 

Long  Island  R.  R.  Co.  2 

328. 24 

34.98 

66.49 

1,034.06 

273. 36 

398.36 

34.98 

66.49 

1, 164. 47 

302. 34 



34,116,256.66 
2, 000, 000. 00 
1,800,000.00 

2.5,000,000.00 
5, 000, 000. 00 

50, 582, 637. 00 
2,000,000.00 
2,700,000.00 

59,022,000.00 
4,254,000.00 

Lorain  A:  West  Virginia  Ry.  Co 

Lorain,  Ashland  &  Southern  R.  R.  Co. 

Los  Angeles  &  Salt  Lake  R.  R.  Co 

Louisiana  &  Arkansas  Ry.  Co 

Louisiana  &  Pike  County  R.  R.' 

Louiisana  Central  R.  R. ' 

Louisiana  Ry.  &  Navigation  Co 

333.95 

65.31 

207.  74 

4,499.31 

9.80 

4.01 

181. 70 
90.71 

356. 40 

65.31 

207.  74 

5,074.07 

10.00 

8,131,000.00 

10,361,000.00 

Louisiana  AVestern  R.R.  Co 

3,360,000.00 

72,000,000.00 

79,400.00 

1,500,000.00 

4, 000, 000. 00 

2. 040, 000. 00 

99, 900. 00 

15, 007, 100. 00 

2, 000, 00(J.  00 

250, 000. 00 

50,000.00 

75, 000. 00 

2, 052, 000. 00 

100, 000. 00 

2,240,000.00 
169,689,825.00 

Loui-sville  &  Nashville  R.  R.  Co 

Louisville  it  Wadley  R.  R.  Co    

Louisville  Bridge  Co 

Louisville,  Henderson  it  St.  Louis  Ry. 
Co 

199.80 
92. 90 

3,460,000.00 
1,529,000.00 
1,600,000.00 
18, 844,  ,500. 00 
1,187,437.81 
1,108,703.14 
200,000.00 

Macon,  Dublin  ct  Savannah  R.  R.  Co. . 
Macon  Terminal  Co 

Maine  Central  R.R.  Co 

Manistee  &  Northeastern  R.  R.  Co 

Manistique  &  Lake  Superior  R.  R.  Co. . 
Marion  <t  Southern  R.  R.  Co 

8  655.  29 
1S2.  .56 
65.67 
19.97 
15.15 
112.65 
.70 

M,  216. 60 

189. 82 

65. 67 

1.62 

15.  15 

1.50.94 

.70 

Maxton,  Alma  it  Southbound  R.  K.  Co 

Memphis,  Dallas  &  Gulf  R.  R.  Co 

Memphis  Union  Station  Co 

2,0.52,000.00 
2,500,000.00 

Meridian  &  Memphis  Ry.  Co. ' 

Meridian  Terminal  Co 

100, 000. 00 

300,000.00 

1.8,736,400.00 

175,000  00 

500.000  00 

8,005,7.50  00 

30,000  00 

250,000.00 

1,, 500. 000  no 

25, 792, 600.  00 
125,0a'l.00 

250, 000. 00 

Michigan  Air  Line  R y 

105.  eo 

1, 182. 84 
6.56  ' 

87.  60 

310  17 

5  4S 

105. 60 

6  1,801.77 

6.  56 

V7.  m 

3Su. 25 

Michigan  Central  R.  U.  Co.  - 

Muldletown  it  nnmnii'Istown  R  R  Co 

52,738,843.79 

Midland  Rv 

Midland  \  alloy  R.  R.  Co 

Millodi;eville  Rv.  Co 

360,000  TO 

10,7.57,0X5  40 

30, 000. 00 

Mineial  Range  R.  R.  Co 

Minneapolis  .t  i=!aint  1  oui<  R.  R.  Co... 
.Minneapolis  Eadern  Ry.  Co 

69  11  I 
1,.539  H 
2. 09 

100  90 

1,646  75 

1  07 

2, 154,518.  N.5 

45,397,300.79 

2.50,  mx).  TO 

1  No  annual  report  filed. 

'  Operations  nartly  electric. 

3  Includes  5.10  miles  owned  in  Canada. 


■•  Includes  57.49  miles  operated  in  Canada. 
'  Includes  397.45  miles  in  Canada. 
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Name  of  road. 


Minneapolis,  Saint  Paul  <<:  Sault 
."^aintp  Mario  Ry.  Co 

Minneapolis  M'estcrn  Ry .  Co 

Minnesota  it  Tnternatiohal  Ry.  Co 

Minnesnlu  Transfer  Ry.  Co. 

Mississipiii  Central  R."R.  Co 

Mississippi  \'alley  Rai'roa'l  i 

Mississippi- Warrior  River  .Section  • 

Missouri  it  tllniois  Bridse  it  Belt  R.  R. 
Co. 


Mis.sonri  <t  North  Ari-ansas  R.  R.  Co. 

Missouri,  Kansas  k  Texas  Ry 

Missouri,  Kan.sas  &  Texas  Ry.  Co.  of 

Texas 

Missouri  Pacine  R.  R.  Co 

Missouri  Paoifip  Corpn.  in  111.' 

Missouri  Pacific  Corpn.  in  Neb.i 

Missouri  \'a!ley  it  Blair  Ry.  <fc  Bridge 

Co '. ; 

.Mobile  it  Ohio  R.  R.  Co 

MononL'ahela  Ry.  Co 

Mononcraliela  Southern  R.  R.  Co 

Monroe  R.  R.  Co 

Montpelier  &  Wells  Ri ver  R.  R 

Morsan's  Louisiana  &  Texas  R.  R.  i.t 

Steamship  Co 

Morcanlown  it  ICincwood  R.  R.  Co..  . 

Mount  (Vilead  Short  Line  Ry.  Co 

Muncie  Belt  Ry.  Co 

Munisinsi,  Afarquette  .t  Southeastern 

Ry.Co 

Nashville,  Chattanoojja  it  Saint  Louis 

Ry 

Natchez  it  Southern  Ry .  Co 

New  Iberia  <fc  Northovri  R.  R.  Co 

New  .fersey  <t  New  York  R.  R.  Co 

New  Orleans  <t  Northeastern  R.  R.  Co.. 
New  Orleans  Great  North(>rn  R.  R.  Co.. 

New  Orleans  Terminal  Co 

New  Orleans,  Texas  it  .Vfexico  Ry.  Co.. 
New  River,  Holston  it  Western  R.  R 

Co 


New  Westminster  Southern  R.  R.i 

New  York  <t  Long  Branch  R.  R.  Co.. . 

New  York  Central  R.  R.  C0.2 

New,  York,  Chicaso  it  Saint  Louis 

R.  R.Co 

New  York  Connecting  Railroad  • 

New  York  Dock  Ry 

New   York,    Lake    Erie    it    Western 

Hocks  it  Improvement  Company 

New  York,  New   Haven  it  Hartford 

R.  R.  Co. 


Miles  of 

road 
owned. 


3,157.41 

l.t)9 

157.41 

13.54 

164.00 


Miles  of 

road 
operated, 


3.32 

336. 64 

1.662.92 

1,11s.  61 
6, 797. 97 


3.36 
918.69 
82. 06 
13.54 
10.13 
43. 37 

375, 37 

48. 71 

2.01 

3,14 

132. 78 

845. 97 

2.47 

56. 82 

34.. 50 

213.15 

247, 10 
26.08 

172. 72 

34.70 


38, 04 
3,712,60 


.543  10 

"'2,' 35' 


New  York-New  Jersey  Canal  section  1. 
New  York,  Ontario  &  Western  Ry.  Co. 
New   York,   Philadelphia  *   Norfolk 

R.  R.Co 

New  York,  Su.squchanna  &  Western 

R.  R.Co 

Norfolk  it  Portsmouth  Belt  Line  R.  R. 

Co 

Norfolk  it  Western  Ry.  C0.2 

Noi-folk  Southern  R.  R.  C0.2 

Norfolk  Terminal  Ry.  Co.' 

Norristown  Itmctiori  R.  R.  Co 

Northeast  Pennsylvania  R.  R.  Co 

Northern  .Mabarna  Ry.  Co 

Northern  Ohio  Ry.  Co , 

Northern  Pacific  Ry .  Co , 

Northern  Pacific  Terminal  Co.  of  Ore-  ! 

gon 

North  Shore  Railroad  1 

North  Texas  it  Santa  Fe  Ry.i 

Northwestern  Pacific  R.  R.  C0.2 

Northwestern  Terminal  Ry.  Co 

Ocmulcee  \'alley  Railway  1 

Ogdcn  Union  R'v.  A  Depot  Co 

Ohio  River  it  Western  Ry.  Co 

'  No  annual  report  filed. 
'  Operations  partly  electric. 


1,233.69 


318,  86 


17,  49 

2, 072, 47 

794,03 


4, 227. 81 

2.03 

195. 44 

13. 54 

164.00 


3,34 

365.24 

1,744.30 

1, 796. 04 
7,301.57 


3.36 

1,159.23 

108.  25 

13.  .54 


45, 04 

400, 67 
48. 71 
2  01 
3,14 

132. 78 

1,2.36.53 

2.47 

113.  .56 

47, 76 

227  44 

284, 60 

IS.41 

191.22 

34.70 


Capital  stock 

actually 
outstanding. 


.W7, 810, 200. 00 

750, 000. 00 

500, 000, 00 

63, 000. 00 

3, 940, 000. 00 


143.000.00 

8, 340'.  000. 00 

76, 283, 257. 00 

10, 152,  .500, 00 
154,639,600.00 


38.04 
6,079.40 


571.60 
"'i.'36 


.33 

25. 64 

112.50 

161.74 

6.821.99 


524, 61 
4.69 


3.  SI 
110.47 


1,996.59 

"'"567  .'93 

112,00 

135. 97 

30,67 

2,086.45 

907. 71 


25.64 
112. 50 


6, 709. 00 


524.61 
5.31 


1,930,000.00 
0, 016, 800. 00 
5,  (XIO,  000, 00 
1,000,000.00 
100,000,00 
894, 800, 00 

15,000,000.00 
2, 000, 000. 00 


50, 000. 00 
1,841,3.50.00 

16, 000, 000. 00 
250,000.00 
1,000,000.00 
2, 228,  (iOO.  00 
6,000,000  00 
7, 500, 000, 00 
2, 000, 000, 00 

15,000,000.00 

51,000,00 


2, 000, 
249, 849, 


000, 00 
360, 00 


29, 987, 300. 00 


3, 
604, 
1.57, 117, 


000  00 
000.00 
900.  00 


.58,117,982,84 

2, 500, 000, 00 

25, 669, 833. 24 


Bonded 
indebtedness. 


S87,369,609,00 


2,145,000,00 
2,192,000.00 
3, 639, 000. 00 


1,482.250.00 

8,353,294  55 

79, 225, 720. 92 

35, 115,  .812. 00 
227,054,620.00 


31,6,S8,7.50,00 

5, 800, 000.  00 

2,000,000,00 

100, 000, 00 


6,429,000.00 
811,. 500. 00 


1,160,000.00 
12,865,000  00 


2,000,000,00 
1,025,960,00 
9, 102, 000,  00 
8,348,000,00 
14,000,000,00 
21,700,000,00 

50, 000, 00 


2,500,000,00 
690, 653, 086, 00 


33,410,000.00 


4, 000, 000, 00 
216, 843. 791.. 50 


67, 
143, 437, 
16,000, 


600.00 
200. 00 
000. 00 


20, 

400, 

1,943, 

4,227, 

248,000, 


000, 00 
000, 00 
300. 00 
900.00 
000, 00 


29. 825, 000. no 

3,008,000,(10 

13, 455, 500. 00 

513, 000. 00 
91, 511,. 500  00 
18, 005, 000, 00 


35, 000, 000. 00 
3,000,000.00 


12. 03  300, 000. 00 

111.47  I        653,900.00 


400, 000. 00 

1,650,000.00 

2,500,000.00 

311,087,500,00 

2,808,000.00 


28, 6C5, 000. 00 
4, 217, 000, 00 


.326,000.00 
600, 000. 00 


*  Includes  119.20  miles  in  Canada. 


Date  of 

appointment 

of  receiver. 


Apr.     1,1912 
Sept.  27, 1915 

Sept.  27,1915 
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Name  of  road. 


Miles  of 

road 
owned. 


Oklahoma  Cit v  Belt  Line  ' 

Ontonason  R.  R.  Co 

f)ntonaf;on  Southern  Railroad  ' 

Orange  .t  Northwestern  R.  R.  Co 

Oregon  Short  Line  R.  R.  Co 

Oregon  Trunk  Ry •  - --. — 

Oregon-Washington  R.  R.  &  Naviga- 
tion Co - 

Panhandle  &  Santa  Fe  Rv.  Co 

Paris  &  Great  Northern  R.  R.  Co.     ... 
Pa^caeonla-Moss  Point  Northern  R.  R. 


Co.i 


6.63 


6Lfi5 
2, 14S.  65 


Miles  of 

road 
operated 


15.00 


61.5.T 

2,306.5S 

156. 91 


2,005  33  !  2.065.70 

121.92         709.08 

10.91  16.91 


Capita!  stock 

aetunlly 
outstanding. 


$30,000.00 


Bonded 
indebtedness. 


35,000.00     $1,066,946.51 
100,000,000  00    120,S51,000.00 
10,000,000.00  ! 


,S41.S0 

1.28 

26  62 


1, 825  90 
38.23 
12. 12 

23  96 

3S5. 24 

3  54 

9.30 

11.15 

1.82 

165.  48 
25  70 
75  3>; 

103  09 
63  31 

19  66 

1,.S35  66 


Pennsylvania  Co 

Pennsylvania  R.  R.  Co.^ 

Pennsylvania  Terminal  Ry.  Co  . . 

Peoria"*  Pei-in  Union  Ry.  Co  — 

Peoria  Rv.  Terminal  Co.' 

Pere  Marquette  R.  R.  Co 

Perkiomen  R.  R.  Co -  •  -  •  ■  •  -  -  -  j 

Philadelphia  &  Beach  Haven  R.  R.  Co. 

Philadelphia  A  Chester  Valley  R.  R. 
Co ■■ 

Philadelphia  <t  Reading  Ry.  Co 

Philadelphia  Belt  Line  R.  R.  Co 

Picl^ens  R.  R.  Co 

Pickering  Vallev  R.  R.  Co • 

Pierre  -t'  Port  Pierre  Bridse  Ry.  Co.... 

Pierre,    Rapid  Citv   &   North wesi em 
Ry.Co -- 

Pine  BluiT  Arkansas  River  Rv 

Pittsburgh  &  Lake  Rrie  R.  R.  Co 

Pittsburg  &  Shawmiil  R.  R.  Co 

Pittsburgh  <i'  West  Virginia  Ry.  Co.    . 

Pittsburgh,  Chat  tiers  it  Youghiogheny 

Ry.Co .---••■: •• 

Pittsburgh,    Cincinnati,    Chicago    .v.- 

Saint  Louis  R.  R.  Co 

Point  Pleasant  Bridge  Co.' ' 

Pond  Fork  Railway  > k""  v;->;  ■■!"■" ;a;,'-<,' 

Pontiac,  Oxford  &  Northern  R.  R.  Co.        100.  .i9 

Port  Arthur  CanaKt  Dock  Co.' ■■;■ 

Port  Huron  Southern  R.  R.  Co 3  -^ 

Foreland  Terminal  Co -^  fl 

Port  Roading  R.  R.  Co \v,-a-\        ^^V^, 

Port  S.-iint  .Ine  Doc'-  .1-  Terminal  Ry.(.o.|  .  7.' 

Port  Townsend  it  Puget  Sound  Ry.  Co. 

Poteau  N'alley  R.  R.  Co .- -  - .  -  -  -  -  -  - 

Providence,  Warren  it  Bristol  R.  K.Co. 
Providence  <<:  Worcc'-tcr  R.  R.  Co. . .  - 
Pueblo  Union  Depot  it  R.  R.  Co.  .... 
Paget  Sound  ct  Willapa  Harbor Ry.l-o- 
Quanah,  Acme  it  Pacific  Ry.  Co..---.. 
Quincy,  Omaha  it  Ivansas  City  R.  K. 

Railway' Transfer  Co.  of  the  City  of 
Minneapolis -  ■ 

Raleigh  it  Charleston  R.  R.  Co 

Rapid  Railway -  - 

Richmond,  Fredericksburg  &  Potomac 
R.  R.  Co v,"  w  v.-  • 

Rio  Grande,  El  Paso  &  Santa  Fe  R.  R. 

Rio  Crande  Southern  iR.R.  Co........  I      182.27 

Riverside,  Rialto  &  Pacific  R.  R.  Co..        9.78 

Roby  it  Northern  R.  R .  Co.< h " '  "a;  "  :A 

Rockingham  R.  R.  Co i        21.  40 

Rock  Island-Frisco  Terminal  Ry.  Co. 

Rock  Island-Memphis  Terminal  Raii- 


1,7.54.64 

4,541.19 

4.79 

19.. 36 


2, 245. 46 
41.83 
12.12 

23.96 
1,126.95 
5.  .54 
9.30 
11.15 
2  36 

1C5.48 
33.  20 

224.. 50 
94.59 
63  31 

21  93 

2,398  98 


,50,000,000  00  i  94,964,820.00 

3  278,000  00  I     3,7SO,103  00 

500,000.00  339,000.00 


Date  of 

appointment 

of  receiver. 


vo  000,000.00  jll2,960,512  (HI 
499,178,400  00   308,918,786.00 


7.59,600.00 
1,000.000.00 


3,  .530, 000. 00 


68, 675, 000 . 00     36, 325, 000. 00 
1. .500.000  00  '     1,922,100  00 
200,  (HX)  00    


100.  59 


7.55  100.00 
42,481,700  00 

200, 000. 00 
63,000  00 
95,655.00 
10,000.00 


380,  .510. 00 
47,026,0.54.00 


52, 000. 00 


10,000.00 

200,000  00 

35,9s5.600  00 

15,000,000  00 

39,600,000.00 

1,390,000  00 

84,511,775  00 


6.  .59 
14.44 
4,8. 15 


4.39 

22  80 

21  16 

.72 

26  40 

6.. 59 


1 ,  OOO,  omi.  00 


65.87 
78. 92 


65.87 
90  99 


248.58  I      2.55.09 


1.58 
43.00 
110. 86 


43.00 
110.86 


81.92 
20.22 


87.68 

20.22 
179. 79 

n.3i 


50, 

1,000, 

2,000, 

100, 

250, 

100, 

874, 

3,500, 

40, 

3, 000, 

100, 


000  00 
0(X).  00 
000  00 
000  00 
000  00 
800.00 
600  00 

000  00 

6CM)  00 
000.00 
000. 00 


126, 000. 00 
6,6.54.661.00 
11,877,000.00 


159,000.00 
83,943,6.57.00 


4,741,000.00 
1,. 500, 000  00 
1,000,000.00 


1..500,000.00 
3 15.000. 00 


6,  (WO,  000. 00 

300,000.00 

574,500.00 

2,000,000.00 

5,417,400.00 

200,000.00 

4,510,000.00 

300,000.00 


way ' 


2L40 


72.  000. 00 
500,000.00 


L 760, 719. 12 


550,000.00 
2,890,000.00 

3, 180, 000. 00 

.500,000.00 
4,509,000.00 


250,000.00 
3,390,000.00 


Roscoe,  Snyder  ct  Pacific  Ry.Co 49.  77 

Rosslyn  Connecting  R.R.Co ]  f^v 

Rupert  &  Bloomsburg  R .  R .  Co L  oo 

Rutland  R.  R.  Co 397.  U 

St.  Clair  Tunnel  Co ti 

Ste.  Marie  Union  Depot  Co ..;..'  •  oJ 

St.    Johnsbury    &    Lake   Cham  plain  , 

R   R  Co  

St.  Johns  River  Terminal  Co '  7.35 

1  includes  73,70  miles  in  Canada. 

s  Operations  partly  electric. 

» Includes  336.97  miles  in  Canada. 


49.77 

3.14 

1.65 

6  415.11 

«2.24 

.53 

96.20 
7.35 


1.50,000.00 
100, 000. 00 

50, 000. 00 

9,144,300.00 

700,000.00 

75,000.00 

3,606,849.00 
100,000.00 


224, 104. 97 


10,710,000.00 
2,  .500, 000. 00 


2, 500, 000. 00 
1,142,000.00 


*  No  annual  report  filed. 

t.  Includes  3.39  miles  in  Canada. 

6  Includes  1.23  miles  in  Canada. 


[ 
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Name  of  road. 


St.  Joseph  &  Grand  Island  Ry.  Co.' . . 

St.  Joseph  Belt  Ry.  Co 

St.  Joseph  Terminal  R.  R.  Co 

St.  Joseph  Union  Depot  Co 

St.  Joseph  Valley  Traction  Co 

St.  Louis  Belt  it"  Terminal  Ry.' 

St.  Louis  Bridge  Co 

St.  Louis,  BrowTisville  &  Mexico  Ry. 


Miles  of 

road 
owned. 


3.40 
.86 


Co. 


St.  Louis,  Council  BlufTs  &  Omaha  Ry.' 
St.  Louis  Merchants  Bridge  Terminal 

Ry.Co 

St.  Louis  National  Stock  Yards 

St.  Louis-San  Francisco  Ry.  Co 

St.  Louis-San  Francisco  &  Texas  Ry. 


Co. 


St.  Louis  Southwestern  Ry.  Co 

St.   liOuis  Southwestern  Ry.  Co.  of 

Texas 

St.  Louis  Terminal  Rv.' 

St.  Louis  Transfer  Ry.Co 

St.  Louis,  Troy  &  Eastern  R.  R.  Co. . 
St.  Paul  Bridge  &  Terminal  Ry.  Co. . 

St.  Paul  Union  Depot  Co 

Salina  Northern  R.  R.  Co 

Salt  Lake  City,  Union  Depot  &  R.  R. 

Co 


San  Antonio  &  Aransas  Pass  Ry.  Co. 
San  Antonio,  Uyaldo  &  Gulf  R."R.  Co 
San  Antonio  Belt  &  Terminal  R v.'... 

Sandy  Valley  &  Elkhoni  Ry.  Co 

Sapulpa&  dil  Field  R.  R.Co.'  2 

Savannah  &  Atlanta  Ry.  Co 

Svannah  River  Terminal  Co.' 

Savannah  Union  Station  Co 

Schoharie  Valley  Ry.  Co' 

Schuylkill  Bridge  at  Swedesford,  Pa.' . 

Schuylkill  Valley  Navigation  &  R.  R. 

Co.' 


Seaboard  Air  Line  Ry.  Co 

Seattle,  Port  Angeles  &  Western  Ry. 

Co 

Security  Investment  Co 

Sharpsville  R .  R .  Co 

Shreveport  Bridge  A:  Terminal  Co 

Silvertnn  Northern  R.  R.  Co 

Sioux  City  Bridge  Co 

Sioux  City  Terminal  Ry.  Co 

Smith-PoVers  Logging  Co. 's  Railroad  '. 

Somerset  Coal  Ry.  Co 

Southern  Illinois  &  Missouri  Bridge  Co. 

Southern  Pacific  Co. 3 

Southern  Pacific  R.  R.Co 

Southern  Ry.  Co 

Southern  Ry.  Co.  in  Mississippi 

South  Plains  &  Santa  Fe Ry.Co 

Spokane,  Portland  &  Seattle  Ry.  Co. . . 
Staten  Island  Rapid  Transit  Rv.  Co.. . 

Stony  Creek  R.  R.  Co 

Sujiivan  County  R.  R 

Sunset  Ry.  Co 

Susquehanna  &  New  York  R.  R.  Co.. 

Sussex  R.  R.  Co 

Sylvania  Central  Ry.  Co 

Tacoma  Eastern  R."  R.  Co 

Taliulah  Falls  Rv.  Co 

Tamaqua,  Hazelton  &  Northern  R.  R. 

Co. 


Tampa  Northern  R.  R.  Co 

Tampa  Union  Station  Co 

Tennessee  "^entral  R .  R .  Co 

Terminal  R.  R.  Association  of  St.  l/ouis 

Terminal  R.  R.  of  East  St.  Louis ' 

Texarkana  &  Fort  Smith  Ry.  Co 


31.61 
2.44 

502.  24 


8.02 

3.33 

3, 530. 46 

85.32 
622. 03 

695. 16 


Miles  of 

road 
operated. 


3.53 
4.49 


548.18 


9.26 

3.33 

4,76L28 

189. 07 
942. 99 

810. 50 


10.07 
18.91 


7.96 
80.70 

2.31 
723.80 
314.  52 


30.57 
142.' 37 
"12.66 


17. 50 
3,383.20 

66.20 

.54 

17.75 

.36 

21.40 

.3.88 

1.57 


4.62 

9.28 

5.54.  33 

3, 164. 37 

4,347.00 

237.  55 

38.45 

495. 90 

10.89 

10,22 

25.31 

49.86 

46.46 

30.55 

14.62 

91.60 

58. 00 

10.40 
58.74 

1.38 
288. 55 

2.14 


192.  59 


Capital  stock 

actually 
outstanding. 


$400,000.00 

300, 000. 00 

10,000.00 

110,200.00 


7,990,000.00 
500, 000;  00 


2,939,500.00 

400, 000. 00 

98,658,026.00 


804, 
36,249, 


000. 00 
750. 00 


2,750,000.00 


6.09 
25. 91 


7.96 
80.70 

1.66 
732. 65 
317. 26 


31.76 
i42.'37 
'  i2. 66 


200, 

850, 

2, 

932, 

1, 162, 

200, 

1,000, 

280, 


000. 00 
000. 00 
000. 00 
400. 00 
300. 00 

000. 00 
000.00 
000. 00 


500, 

'2,256, 

300, 


000.00 

666.' 66 
600.66 


576,050.00 
3, 461. 34    60, 950, 800.  00 


66.20 


17.75 
.36 

21.40 
3.88 
1.95 


9.28 
7,102.90 


6,982.87 
278. 30 


554. 73 
23. 54 
10.22 
26.04 
59.66 
67.74 
30.55 
14.65 
91.60 
58. 00 

10.40 

64.01 

1.38 

292.39 

54. 52 


87.30 


2,416,-300.00 


3.50,000.00 
50, 000. 00 
150,000.00 
945,800.00 
200,000.00 


40, 

.50. 

272, 823, 

160,000, 

185,650, 

50, 

550, 

40,000, 

500, 

176, 

.500, 

1,000, 

1,274, 

1,638, 

75, 

1,500, 

323, 


000.00 
000. 00 
405.  64 
000. 00 
200.00 
000.00 
000.00 
000.00 
000. 00 
984. 64 
000.00 
000. 00 
500. 00 
600.00 
000.00 
000.00 
400.00 


Bonded 
indebtedness. 


$350,000.00 


240,000.00 

'5,066,' 666.' 66' 

13,448,342.00 


3,500,000.00 


259,146,938.00 

1,188,000.00 
54,424,250.00 

15,729,500.00 


644,000.00 

400,000.00 

.500,000.00 

1,500,000.00 

1,014,000.00 

26, 823, 593. 62 

4,413,000.00 


2,200,000.00 
'3,'426,'63S.'26 
"545,666.66 


131,380,360.22 


35, 500. 00 


450,000.00 
260,000.00 


300,000.00 

750,000.00 

30,000.00 

7,941,450.00 

3,087,800.00 


100,000.00 


3,000, 

206, 657, 

158,046, 

253,275, 

.    200, 

120, 

73,710, 

3,8.50, 

353, 

3.57, 

566, 

724, 


000.00 
610. 00 
000.00 
500.00 
000.00 
000.  00 
000. 00 
000. 00 
000.00 
000.00 
000. 00 
000.00 


884,000.00 
1,519,000.00 

300,000.00 
1,258,000.00 

225, 000. 00 
12,232,900.00 
33,790,000.00 


Date  of 

appointment 

of  receiver. 


5,599,358.14 


'  No  annual  report  filed. 

=  Sold  to  St.  Louis-San  Francisco  Ry.  Co.  on  July  1,  1917 

3  Operations  partly  electric. 

*  Includes  51.67  miles  in  Mexico. 


Aug.  14,1914 


Dec.  31,1912 
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List  of  all  steam  railways  under  Federal  control,  etc. — Continued. 


Name  of  road. 

Miles  of 

road 
owned. 

Miles  of 

road 
operated. 

Capital  stock 

actually 
outstanding. 

Bonded 
indebtedness. 

Date  of 
appointment 
of  receiver. 

Texas  &  New  Orleans  R.  R.  Co 

Texas  tt  Pacific  Rv.  Co 

471. 36 

1,851.57 

111.18 

.92 

468. 14 
1,946.50 

125. 15 

$5, 000,000.0c 

38, 755, 110. 00 

112,000.00 

30,000.00 

$10,023,617.90 

36,641,125.00 

2,000,000.00 

30,000.00 

Oct.  27,1916 

Texas  Midland  R.  R          

Toledo  &  Ohio  Central  Rv.  Co 

394. 97 
230. 40 

95.91 
449.  62 

36.90 
.29 

435.  69 
247.  70 
116.24 
454. 17 
36.90 
12.06 

9,547,700.00 
4,076,900.00 
1,600,000.00 
19,947,600.00 
4,000,000.00 
2,000,000.00 

11,725,230.34 

198,983.40 

1,662,000.00 

16,729,041.18 
4,200,000.00 
3,774,000.00 

Toledo,  Peoria  &  Western  Ry.  Co 

Toledo,  Saginaw  &.  Muskegon  Ry.  Co.. 
Toledo,  St.  Louis  &  Western  R.  R.  Co. . 
Toledo  Terminal  R.  R.  Co 

July  20,1917 
Oct.   23,1911 

Trans-Mississippi  Terminal  R.  R.  Co.. 
Traverse  Citv  R.  R.  C0.2 1       

Tresckow  R!  R.  Co  

7.59 

4.03 

55.38 

4.85 

1.86 

128. 88 

.62 

130,000.00 
30,000.00 
66,000.00 
50,000.00 
1,250,000.00 
1,900,000.00 
74,597.50 

Trov  Union  R  R  Co 

4.03 

Tucson  &  Nogales  R   R.  Co            ... 

Tug  River  &  Kentucky  R.  R.  Co 

Tunnel  R   R.  Co  of  St.  Louis        ..  .. 

4.85 

Ulster  &.  Delaware  R.  R.  Co    

128.  88 
.62 

3,000,000.00 
597,000.00 

Union  Depot  Co.  (Columbus,  Ohio)... 

Union  Freight  R.  R.  Co     

3.13 

3.13 

287,000.00 

60,000.00 

Union  Fuel  Co  's  R  R  ' 

Union  Pacific  R  R  Co 

3,600.34 
12.05 
21.98 
17.67 

3,630.37 
13.64 
21.98 
18.75 

321,835,100.00 

32,500.00 

2,100,000.00 

779,600.00 

192,587,045.66 

84,000.00 

5,812.50 

1,000,000.00 

Union  Point  &  White  Plains  R.  R.  Co. 
Union  R.  R.  of  Baltimore       

Union  Ry.  Co.  (Memphis,  Tenn.) 

Union  Rv  &  Transit  Co  (of  Illinois) ' 

Union  Termmal  Co.  (Dallas,  Tex.) 

Union  Terminal  Rv.  Co.  (St.  Joseph, 
Mo  ) 

4.83 
6.18 

4.83 
9.28 

48,000.00 
500,000.00 

5,000,000.00 

Union  fermina.  R.  R.  Co.  of  the  City 
of  Buffalo^                          

Vallev  R.  R  Co  of  Virginia     

Van  i3uren  Bridge  Co 

Vermont  Vallev  R.  R       

1.07 
24.44 

1.07 
24.44 

250,000.00 
1,000,000.00 

242, 000. 00 
1,500,000.00 

Aug.  30,1916 

Vicksburg,  Shreveport  &  Pacific  Ry. 
Co 

199. 81 

182. 92 

4,999,300.00 

3,346,942.50 

Vineland  Branch  R  R  ' 

Virgma-Carolina  Ry .  Co 

78.44 

486. 76 

1,951.62 

88.74 

79.10 

512.62 

<2,519.066 

88.74 

500,000.00 

59,226,500.00 

138, 492, 536. 97 

600,000.00 

180,000.00 
29,875,000.00 
65,182,359.23 

800,000.00 

Wabash  Ry.  Co        

Wadley  Soiithern  Ry.  Co 

Walkersville  &  Ireland  R   R  Co  ' 

Washington  &  Vandemere  R.  R.  Co. . . 

40.00 
33.78 

3.20 
101. 81 

9.73 

41.20 

40.93 
35. 57 

3.80 
106. 14 

9.73 

41.20 

125,000.00 

4,000,000.00 

4,252.000.00 

1,100,000.00 

61,400.00 

100,000.00 

726,666.66 
4,000,000.00 
12,000,000.00 

Watertown  &  Sioux  Falls  Rv  Co 

69,000.00 
660,000.00 

Sept.    1,1917 

Weatherford,  Mineral  Wells  &  North- 
western Ry.  Co 

Western  &  Atlantic  R  R  ' 

616. 88 

587.  79 

974. 14 

130. 15 
339. 13 
479,09 

22.63 

707. 61 

77,167,198.00 

19,972,756.00 
75,000,000.00 

3,000,000.00 
11,670,750.00 
10,000,000.00 

1,080,000.00 

61.800,654.00 

29,595,000.00 

20,000,000.00 

1,543,000.00 

6,086,000.00 

49,994,500.00 

2,527,000.00 

Western  New  York  &  Pennsylvania 
Ry.  Co                               

Western  Pacific  R.  R.  Co 

Western  Rv.  of  Alabama     

974.47 
133.  42 
359. 65 

West  Jersey  &  Seashore  R.  R.  Co." — 
West  Shore  R  R.  Co         

West  Side  Belt  R.  R.  Co 

West  Tulsa  Belt  Rv  Co.' 

22.63 

Wheeling  &  Lake  Erie  Ry.  Co 

Wheehng  Terminal  Ry.  Co  

.482.65 

9.65 

19.34 

328. 68 

511.71 

9.65 

19.34 

328. 68 

55, 598, 876. 00 

2,000,000.00 

250,000.00 

2,000,000.00 

23,092,193.00 

1,514,000.00 

250,000.00 

6,467,000.00 

White  River  R.  R.  Co.  (Vermont") 

Wichita  Falls  i*i  Northwestern  Ry 

May  31,1917 

Wichita  Union  Terminal  Rv.  Co 

Wichita  Vallev  R   R  Co 

6.22 
60.70 

1.54 

100,000.00 

61,000.00 

1,000,000.00 

3,000,000.00 

100, 000. 00 

2,300,000.00 
744,000.00 

Wilkes- Barre"&  Eastern  R.  R.  Co 

Wilkes-Barre  Connecting  R.  R.  Co 1 

65.15 

8.06 

92.39 
6.65 

3,000,000.00 

1  No  report  on  file. 

2  Sold  to  the  (Jraud  Rapids  &  Indiana  Rv.  Co.  as  of  Mav  1,  1917 
2  Now  part  of  W.  N.  Y.  &  P.  Ry.  Co. 

*  Includes  245.40  miles  in  (^anada. 
5  Operations  partly  electric. 
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.  Name  of  road. 


Miles  of 

road 
owned. 


Miles  of  I  Capital  stock 

road  actually 

operated,   outstanding. 


Bonded 
indebtedness. 


Date  of 
I  appointment 
I   of  receiver. 


Williamson  &  Pond  Creek  R.  R.  Co. . . 
Wilhamsport,  Nessle  &  Afartinsburg 

Rv.  Co 

Wiiiiams  Valley  R.  R.  Co 

Winona  Bridge"  Ry.  Co 

Winston-Salem  Southbound  Ry.  Co... 

Wood  River  Branch  R.  R.  Co 

Woodstock  L^  Blocton  Rv.  I'o 

Wrightsville  c*;.-  Tonnille  R.  R.  Co 

Wyoming  &  North uestern  Rv.  Co. . . . 

VadkinR.  R.'o ! 

Yazoo  it  Mississippi  Valle  '  R.  R.  Co.. 

York  Harbor  it  Beach  R.  R.  Co 

Zanesville  &  Western  Ry.  Co 

Zanesviile  Bolt  &  Terminal  Rj'.  Co  — 
Zanesville  Terminal  R.  R.  Co 


1G.42 

.91 

11.04 

1.03 

93. 95 

5.70 

7.97 

102.  S2 

147. 89 

41.00 

,  279. 04 

11.53 

70.71 


4.40 


11.04 

1.03 

100. 60 

5.70 

7.97 

103. 60 

147. 89 

52.23 

1,381.93 

11.53 

89.75 


$50,000.00 


150, 

89, 

400, 

1,245, 

GO, 

240, 

600, 

25, 

625, 

21,553, 

300, 

2,500, 

100, 

300, 


000.00  ! 

900.00  '  $120,000.00 
000.00  '  252,000.00 
000.00  5,000,000.00 
000.00  I  56,500.00 

000. 00  ' 

000.00  I        200,000.00 

000.00  ! 

000.00  I  615,000.00 
300.00  i  31,833,000.00 

000.00  : 

000.00  ;  2,000,000.00 

000.00  

000.00  


Table  II. — Recapitulation. 


Grand  total,  Federal-controlled  roads 

Total  of  roads  the  operation  of  which  are 

partly  electric 

Total  of  Federal-controlled  roads  in  hands 

of  receivers 

Total  of  roads  not  under  Federal  control  in 

hands  of  receivers 

Total  for  all  roads  in  United  States  * 


Miles  of 

road 
owned. 


1194,026.73 

33,649.42 

13,033.52 

3,. 380. 20 
255, 958. 19 


Miles  of 

road 
operated. 


!  240, 719. 35 

51,711.15 

15,783.85 

3,642.93 
259, 468. 46 


Capital  stock 

actually 
outstanding. 


3$6,713,790,760.37 

2,175,216,592.01 

300, 722, 577. 70 

90,097,762.00 
8,880,799,494.00 


Bonded 
indebtedness. 


$8,835,409,980.88 

2,829,624,647.28 

514,965,791.94 

87,892,036.78 
11,202,607,096.00 


'  Includes  0.33  miles  in  Canada,  excludes  mileage  of  lessor  companies. 

2  Includes  2,031.70  miles  in  Canada  and  51.67  miles  in  Mexico. 

3  As  of  Dec.  31,  1916;  figures  for  1917  not  yet  available. 
<  Excludes  lessor  companies.    " 
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Railroads  which  are  not  tinder  Federal  control  in  hands  of  receivers  as  of  Dec. 

31,  1918. 

[Compiled  from  records  of  the  Interstate  Commerce  Commission.] 


Name  of  road. 


Miles  of 

road 
owned. 


Miles  of 

road 
operated. 


Capital  stock 

actually 
outstanding. 


Bonded 
indebtedness. 


Date  of 
appointment 
of  receivers. 


Artesian  Belt  R.  R 

Birmingham,  Columbus  &  St.  Andrews 

R.  R.  Co 

Brooksville  R.  R.  Co 

Cape  Gii'ardeau  Northern  Ry.  Co 

Connecticut  River  R.  R.  Co 

Colorado  Midland  R.  R.  Co 

Creston,  Winterset  <t'  Des  Moines  R.  R. 
Co 


42.23 
19.25 


58.11 
38.00 


S70, 000 


Dansville  &  Mt.  Morris  R.  R.  Co 

Eagles  Mere  R.  R.  Co 

Elkin&  Alleghany  Ry.  Co 

Fitzgerald,  Ocilla  &  Broxton  R.  R.  Co. 

Florida,  Alabama  &  Gulf  R.  R.  Co 

Fort  Smith  &  Western  R.  R.  Co 

Fort  Smith,  Subiaco  &  Eastern  R.  R. 
Co 


Georgia  &  Florida  Ry 

Georgia  Coast  &  Piedmont  R.  R.  Co. .. 

Gould  Southwestern  Ry 

Greenville  &  Western  Rv.  Co.i 

Gulf,  Florida  &  Alabama  Ry.  Co 

Illinois  Southern  Ry.  Co 

Kansas  City  &  Memphis  Ry.  Co.' 

Kansas  City  Northwestern  R.  R.' 

Liberty  White  R.  R.  Co 

Louisiana  &  Northwest  R.  R.  Co 

Macon  &  Birmingham  Ry.  Co 

Marshall  &  East  Texas  Ry .  Co 

Michigan  East  &  West  Ry.  Co 

Missoin-i,  Oklahoma  &  Gulf  Ry.  Co 

Missouri,  Oklahoma  &  Gulf  R.  R.  Co. 
( Kans.) 

Missouri,  Oklahoma  &  Gulf  R.  R.  Co. 
(Okla.) 

Nevada  Short  Line  Rv.  Co.' 

Ocilla  Southern  R.  R.  Co 

Oclawaha  Valley  R.  R.  Co 

Orangeburg  Ry.  Co.' 

Pacific  &  Idaho  Northern  Rv.  Co 

Pine  niulT  .<;  Northern  Ry.  Co.' 

Pittsburg,  Shawmut  &  Northern  R.  R. 
Co 

Pittsburgh,  Westmoreland  &  Somer- 
set R.  R.  Co.' 

Rome  &  Northern  R.  R.  Co 

St.  Louis  &  Missouri  Southern  Rv.  Co. . 

St.  Louis,  El  Reno  .^-  Western  Ry.  Co.. 

Sharpeville  R.  R.  Co 

Southern  Traction  Co.  of  Illinois ' 

Southwestern  Ry.  Co 

Tennessee  .^  North  Carolma  R.  R.  Co.. 

Trinity  &  15razos  Vallev  Ry.  Co 

Wabash,  Chester  <^-  Western  R.  R.  Co, 

Watauga  &  Yadkin  River  R.  R.-Co. .. 

Waukegan,  Rockford  <k  Elgin  Traction 
Co.' 

Wavcross  S:  Western  R.  R.  Co 

Wil'liamsport&  North  Branch  R.  R.  Co 

Wisconsin  &  Michigan  Ry.  Co 


104.  20 

88.15 

251. 10 

20.55 
12.53 
9.58 
15.00 
10.56 
25.  50 
201.  06 

14.10 

318.  50 

98.40 

17.60 


104. 20 
'337.' 64' 


20.55 

14.88 


15.00 


25.50 
253.  65 

14.10 
348. 10 
101. 24 

17.60 


110,000 
3, 233, 300 
9,780,000 

98, 600 

50, 000 

49, 000 

476, 300 

300, 000 

150, 000 

5, 000, 000 

150, 000 

8, 695, 000 

1,572,000 

51,000 


$1,156,000.00 
2, 259, 000. 00 


150,000.00 
73,000.00 
4S0, 000.  00 
133, 000. 00 
335, 000.  00 
6,317,114.06 

-  52, 500.  00 
7,853,778.24 
1, 807, 287.  30 


Apr.  25,1917 

Dec.  25,1908 

Apr.  14,1914 
Aug.  30,1916 
July  1, 1918 

June  25,1914 
June  8, 1894 
Jan.  8, 1917 
Dec.  13,1915 
Mar.  4, 1911 
Feb.  27,1914 
Oct.  9,1915 


156.  61 
133.  41 


156.  81 
136. 22 


4, 660, 000 
5,000,000 


4, 410, 000.  00 
3,322,000.00 


48.98 
11,5.00 
96.70 
91.32 
72.00 
218. 36 

2.56 

95.64 


49.68 
121.40 
104.83 
19.21 
72.00 
332. 00 


300, 000 
2,300.000 
600, 000 
200, 000 
200, 000 
8, 474, 000 

25, 000 

10, 555, 200 


.59.  23 
45.50 


110.37 

53.  28 


265, 000 
250, 000 


89.90 


159. 95 


89.90 
204. 67 


2,929,800 


15,000,000 


17.00 

8.25 

42.21 

17.75 


22.90 

8.25 

42.21 

17.75 


70, 
970, 
350, 


20.  Oi) 
20.16 
302.  82 
64.83 
29.20 


29.84 
37.11 
36,8.  80 
64.83 
29.20 


306, 

304, 

1,250, 

3, 169, 


44.  50 
46.00 
114.32 


44.  .-.O 
55. 58 
123.  22 


420, 000 
1,324,662 
1,488,200 


2, 250, 000. 00 

500, 000.  00 

1,180,000.00 


9,217,034.06 

75,000.00 

6, 701, 100.  00 

'"417,962.' 42' 


Mar. 

Mar. 

June 

Apr. 

Dec. 

May 

Sept. 

J'xly 

Mar. 

Nov. 

Aue. 

Feb. 

Jan. 

Dec. 

Jan. 


1,1918 
27,1915 
20, 1917 
14.1914 

1,1c  17, 

9, 1917 
— ,  1918 
18,1914 
— ,  1917 
12, 1914 
23,1913 

1, 1908 
25, 1917 
21,1917 
12, 1914 


Do. 

Do. 
Apr.  6, 1917 
Julv  —,1918 
Jan.  22,1918 
June  19,1916 
Sept.  4,1915 
Feb.     6, 1916 


14,721,600.00  j  Aug.     1,1905 


1,983,000.00 


817,000.00 


4,54,000.00 
16,746,741.37 


384,000.00 

574,733.26 

3, 518, 245. 17 


Feb. 

Apr. 

Oct. 

Jan. 

Mar. 

Nov. 

Sept. 

June 

July 

Nov. 


28,1911 
13,1915 

9,1915 
21,1917 

6, 1914 
12,1917 
13,1916 
16, 1914 
15, 1914 
12,1914 


Oct.  20,1914 
Aug.  —.1918 
Jan.  8, 1917 
Jan.    31,1912 


No  annual  report  filed. 


EXTFJSIOiN  OF  TEiNURE  OF  GOVER.NME^T  COiNTROL  OF 

RAILROADS. 


TUESDAY,  JANUARY  14,   1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington^  D.  C. 
The  committee  met  pursuant  to  adjournment  at  10  o'clock  a.  m., 
Senator  Ellison  D.  Smith  presiding. 

The  Chairman.  The  committee  will  come  to  order,  Mr.  Woolley, 
you  may  continue  whatever  statement  you  have  to  make. 

Senator  Kellogg.  Mr.  Chairman,  I  understand  that  Mr.  Woolley 
has  completed  his  direct  statement,  and  as  I  have  probably  got  to 
attend  a  meeting  of  the  Committee  on  Privileges  and  Elections  in  a 
few  moments,  I  would  like  to  ask  him  a  few  questions  now,  if  I  may. 

STATEMENT  OF  MR.  EOBERT  W.  WOOLLEY— Eesumed. 

Mr.  Woolley.  Senator,  if  I  may  I  would  like  to  first  make  one  ex- 
planation. I  noticed  in  one  of  the  Philadelphia  papers  this  morning 
that,  in  response  to  a  question  asked  by  Senator  Pomerene  as  to 
whether  I  meant  that  it  would  cost  a  thousand  times  as  much  to 
move  a  ton  of  coal  1,000  miles  as  it  would  to  move  it  1  mile,  I  appar- 
ently had  left  the  idea  that  I  meant  that  would  include  the  terminal 
charge,  which,  of  course,  I  did  not  mean.  What  I  meant  was  this: 
Suppose  the  terminal  charges  were  fixed  at  $2.50  each,  making  $5  for 
the  two  terminal  services,  and  the  line-haul  charge  were  made 
on  the  basis  of  2^  mills  per  ton  per  mile.  Now,  if  a  car  of,  say,  40 
tons  were  moved  a  thousand  miles,  it  would  cost  a  hundred  dollars, 
plus  the  terminal  charge  of  $5 ;  but  if  it  moved  only  one  mile,  the 
cost  would  be  10  cents  for  the  ha\d,  plus  the  $5  terminal  charge. 
That  is  what  I  meant  to  say.    I  just  wanted  to  make  that  explanation. 

The  Chairman.  Now,  Senator  Kellogg. 

Senator  Kellogg.  Mr.  Woolley,  as  I  understand  you,  your  reason 
for  wishing  the  present  Government  control  to  be  extended  for  five 
years  is  so  that  your  plan  of  an  entirely  new  rate  adjustment  may  be 
put  in  force  and  tried  out? 

Commissioner  Woolley.  That  is  one  reason ;  yes,  sir. 

Senator  Kellogg.  Have  you  any  assurance  that  the  Director  Gen- 
eral will  put  it  in  force? 

Commissioner  Woolley.  As  I  stated  yesterday,  I  think  that  Con- 
gress ought  to  declare  it  as  a  policy. 

Senator  Kellogg.  Very  well.  Then,  if  the  policy  is  one  for  Con- 
gress to  declare,  why  keej:)  the  Director  General  to  do  it? 

419 


420         EXTENSION   OF   GOVERNMENT   CONTROL   OP   RAILROADS. 

Commissioner  Woolley.  Becuuse  if  it  were  attempted  under  priv- 
ate control,  it  would  work  hiivoc  with  the  weaker  and  smaller  lines. 

Senator  Kellogg.  That  is,  you  mean  that  if  a  small,  weak  line, 
Avhere  the  traffic  was  light,  had  to  charge  a  mileage  rate  the  same  as 
the  railroad  having  a  very  heavy  traffic,  the  small,  weak  railroad 
would  go  into  bankruptcy  ? 

Connnissioner  Woolley,  Well,  they  have  been  going  bankrupt 
under  the  present  system.  I  do  not  see  that  the  other  one  would  do 
any  better,  inasmuch  as  you  are  trying  to  equalize. 

Senator  Kellogg.  You  say  it  is  because  the  weak  lines  cannot 
endure  this  system  of  rates.  Do  you  mean  that  their  position  would 
be  worse  than  it  is  now,  or  the  same  as  it  is  now  ? 

Commissioner  Woolley.  It  is  a  large  order  to  say  that  it  would 
be  worse  than  it  is  now,  the  Avay  things  have  been.  I  mean  to  say 
that  it  would  not  attain  the  maximum,  or  anywhere  near  the  maxi- 
mum, of  what  would  be  possible  under  unified  control. 

Senator  Kellogg.  Very  well.  Now,  then,  if  it  will  not  change 
the  relation  of  earnings  between  the  railroads,  why  continue  the 
Government  control — because,  at  present,  that  system  is  not  in  force  ? 

Commissioner  Woolley.  It  is  not  in  force,  but  it  would  change  the 
relation  of  earnings  in  this  Avay,  Senator,  as  I  tried  to  make  plain 
yesterday 

Senator  Kellogg.  Well,  in  what  way  would  it  change  it? 

Conmiissioner  W^ooLLEr.  That  is  what  I  want  to  tell  3'ou  now. 
Some  of  the  railroads  in  this  country  were  built  in  response  to  need, 
and  others  because  of  good  promotion-;  and  there  are  many  roads 
that  were  built  in  response  to  temporary  needs  which  have  long 
since  passed.  As  a  consequence,  we  have  a  net  work  of  railroads 
throughout  the  country  which  were  constructed  largely  without  any 
real  regard  to  the  economics  of  the  situation. 

Senator  Kellogg.  You  do  not  propose  to  reconstruct  them? 

Commissioner  Woolley.  No;  I  do  not,  but  I  say  this:  Take,  for 
instance,  the  roads  of  the  Southwest,  some  of  which  passed  through 
rich  lumber  sections.  Now  that  lumber  has  gone,  and  nothing  has 
come  in  its  place.  Of  course,  we  know  in  the  nature  of  things  that 
something  will  eventually  come  in  place  of  it,  but,  at  the  moment, 
many  of  those  roads  are  at  the  lowest  ebb  of  their  earning  capacity, 
due  to  this  change  that  has  taken  place.  But  they  do  operate  be- 
tween important  points  and  through  important  territories,  and  it 
would  not  be  wise  to  scrap  them  or  to  nuike  them  purely  local  lines, 
instead  of  through  lines,  as  many  of  them  are  used  now.  In  other 
sections  of  the  country  there  are  small  roads  that,  under  present  con- 
ditions, have  no  real  reason  to  exist;  and  yet  they  serve  territories 
that  have  a  right  to  an  outlet. 

Senator  Kellogg,  What  has  that  to  do  Avith  the  mileage  rate? 

Commissioner  Woolley.  I  will  simply  say  this.  Senator,  that  the 
present  rate  structure,  or  the  manner  in  which  rates  have  been  made 
for  so  many  years,  is  in  favor  of  certain  localities  and  groups  as 
against  all  the  country. 

Senator  Kellogg.  Do  you  mean  it  has  been  in  favor  of  those  poor 
roads  ? 

Commissioner  Woolley.  No  ;  because  if  it  had  been  in  their  favor, 
they  would  not  have  gone  into  bankruptcy. 
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Senator  Kellogg.  Then,  how  would  the  mileage  rate  change  their 
otatiis'^ 

Commissioner  Woolley.  The  mileage  rate  would  change  their 
status  in  this  way:  If  the  Government  was  guaranteeing  the  rental 
for  those  roads,  the  Government  Avould  take  them  over,  and  you  would 
not  be  confronted  with  the  particular  shortage  on  a  given  poor  sec- 
tion of  road,  but  you  would  be  treating  the  system  as  a  whole. 

Senator  Kellogg.  I  understand. 

Commissioner  Woollev.  And  having  ascertained  and  segregated 
terminal  costs  all  over  the  country,  and  then  approximately  what  the 
line  haifl  cost  is — of  course,  you  never  can  ascertain  it  absolutely: 
but  with  the  Government  operating  the  railroads  at  cost  for  the  benefit 
of  the  public  it  could  be  determined  much  more  closely  than  now ■ 

Senator  Kellogg  (interposing).  The  Government  could  make  up. 
on  one  road,  what  it  had  lost  on  the  other? 

Commissioner  Wollev.  In  line  haul  charges.  The  whole  system 
would  be  handled  that  way :  and  that  is  what  has  got  to  come,  Senator, 
if  we  are  to  have  anything  like  equalized  conditions  in  this  country. 

Senator  Kellogg.  Perhaps  it  has.  We  will  see.  I  do  not  know 
uhether  that  is  a  better  system  or  not.  I  am  trying  to  find  out.  But, 
under  your  idea,  the  Government  operation  must  be  permanent  and 
not  for  five  3'ears? 

Commissioner  Woolley.  My  idea  is  this:  This  is  a  plan,  and  if  it 
is  tried  for  five  years  and  is  a  failure,  then  it  is  a  failure.  The  people 
could  then  decide  whether  they  want  the  railroads  to  go  to  Govern- 
ment ownership  or  back  to  private  control.  But  we  are  at  a  third 
stage  of  development  in  the  matter  of  handling  our  transportation. 
AVe  have  it  before  us  now,  and  we  can  not  dodge  it. 

Senator  Kellogg.  You  say  that  this  system  has  built  up  a  great 
many  towns  as  traffic  centers  that  should  not  have  been  built  upf 

Commissioner  Woolley.  I  do  not  mean  to  say  that  they  should  not 
have  been,  but  I  say  they  were  built  up  at  the  expense  of  others. 

Senator  Kellogg.  Then,  naturally,  if  you  change  the  system  to  a 
Hat  mileage  rate,  they  will  be  torn  down? 

Commissioner  Woolley.  I  would  not  say  that  at  all ;  but  I  will  say 
this  much,  that  if  any  town  exists  because  of  favors  and  preferences  to 
it  as  against  its  neighbor,  it  has  no  right  to  continue  in  any  such 
prosperit3\ 

Senator  Kellogg.  You  do  not  think  that  the  mileage  I'ate  would 
substantially  interfere  with  the  traffic  and  commercial  and  economic 
conditions  of  the  country,  then  ? 

Commissioner  Woolley.  I  think  that  the  mileage  system  would 
bring  about  a  certain  amount  of  readjustment,  of  change  in  the  drift. 
As  I^said  yesterday,  it  will  do  this :  It  will  put  every  town  and  every 
community  on  guard,  so  that  whatever  is  needed  to  be  done  they  them- 
selves will  do  it. 

Senator  Kellogg.  Now^  then,  as  I  understood  you  to  say  yesterday, 
the  Interstate  Commerce  Commission  has  the  power  now  to  do  that? 

Commissioner  Woolley.  Under  private  control,  wnthout  the  Fed- 
eral control  act,  I  think  the  Interstate  Commerce  Commission  could 
initiate  an  investigation  de  novo,  and  could  probably 

Senator  Kellogg  (interposing).     Put  in  those  rates ? 
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Commissioner  Woolley.  Put  in  that  scheme  ol'  rates;  but  under 
private  control,  it  would  not  be  a  practical  matter. 

Senator  Kellogg.  Why  does  not  the  Interstate  Commerce  Com- 
mission do  it? 

Commissioner  Woolley.  I  have  been  a  member  of  the  Interstate 
Commerce  Commission  for  15  months.  When  I  became  a  member 
the  railroad  situation  was  becoming  acute,  and  the  first  thing  we  did 
was  to  recommend  that  the  railroads  be  taken  under  Federal  con- 
trol, and  they  were;  but  I  have  declared  myself  on  this  proposition 
several  times. 

Senator  Kellogg.  But  the  others  of  the  commission  do  agree  with 
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Commissioner  Woolley.  But,  Senator,  it  can  not  be  done  now. 
The  Federal  control  has  been  substituted  to  the  extent  that  the  Di- 
rector General  initiates  the  rates. 

Senator  Kellogg.  Then,  if  we  turn  the  roads  back  to  private  con- 
trol, you  can  do  it? 

Commissioner  Woolley.  I  think  it  would  be  a  very  dangerous  thing 
to  trj^  under  private  control. 

Senator  Kellogg.  It  w-ould  so  change  the  commercial  conditions  of 
the  country? 

Commissioner  Woolley.  No;  but  if  it  were  tried  under  private 
control,  I  think  it  would  bring  about  a  panic,  through  the  inability 
of  the  weaker  roads  to  stand  up. 

Senator  Kellogg.  If  you  should  bring  about  a  panic  through  the 
failure  of  the  weaker  roads,  because  the  earnings  of  the  stronger 
roads  could  not  be  used  to  help  them  out,  I  do  not  see  wdiy  your  Gov- 
ernment ownership  has  not  got  to  be  permanent  then  ? 

Commissioner  Woolley.  Senator,  I  will  state  it  this  way:  Under 
our  present  rate-making  scheme,  which  has  been  in  force  for  a  good 
many  years,  preferences  and  discriminations  have  gone  pretty  far  in 
one  direction.  We  have  built  up  a  lot  of  big  centers  and  communi- 
ties at  the  expense  of  others.  Now,  if  we  were  to  put  this  mileage- 
plus-terminal-charge  plan  in  effect,  it  would  undoubtedly,  to  my 
mind,  start  a  process  of  equalization  for  the  benefit  of  all  the  public, 
and  that  whether  under  Federal  control  or  private  control;  but  the 
effect  of  that  process  would  be  in  favor  of  all.  If  this  plan  were 
undertaken  under  Government  control,  the  danger  of  financial 
troubles  and  uncertainty,  so  far  as  the  railroads  are  concerned,  when 
this  metamorphic  condition  starts  in  would  be  removed,  and  the 
country  could  better  stand  the  beginning  of  the  retarded  develop- 
ment of  the  communities  that  have  been  suffering  all  these  j^ears. 

Senator  Kellogg.  So  you  would  put  that  power  in  the  hands  of 
one  man  ? 

Commissioner  Woolley.  No;  I  do  not  Imow  that  I  w^ould.  I 
have  not  said  yet  as  a  permanent  proposition  that  I  am  in  favor  of  a 
single  Director  General.  Commissioner  Clark,  when  he  was  on  the 
stand  the  other  day,  said  that  he  thought  it  probably  would  be 
better  for  the  commission  to  prescribe  the  rate,  and  in  answer  to  a 
question  asked  by  Senator  Cunmiins  yesterday,  I  said  that  probably 
the  Interstate  Conunerce  Commission  shoidd  be  used  by  the  Gov- 
ernment to  put  this  rate  structure  into  effect.  But  if  Congress  is 
going  to  say  that  the  Director  General  shall  do  it — if  it  is  going  to 
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be  done  in  that  way — then  he  ought  to  be  directed  to  do  it,  in  what- 
ever legislation  is  passed.  But  I  think  the  matter  should  be  handled 
by  the  Interstate  Commerce  Commission. 

Senator  Kellogg.  How  much  experience  have  you  had  in  the  rate- 
making  business  and  the  railroad  business? 

Commissioner  Woolley.  In  actual  construction  work? 

Senator  Kellogg.  Oh,  no;  in  the  operation  of  railroads,  or  in  the 
traffic  or  rate-making  business;  how  much  experience  have  you  had? 

Conmiissioner  Woolley.  Naturally,  only  since  I  have  been  on  the 
Interstate  Commerce  Commission. 

Senator  Kellogg.  I  did  not  exactly  understand  one  question  you 
answered  to  Senator  Cummins  yesterday.  You  take  the  Pennsyl- 
vania Railroad,  which  is  the  short  line  from  New  York  to  Chicago, 
is  it  not  ? 

Commissioner  Woolley.  Yes. 

Senator  Kellogg.  And  the  Baltimore  &  Ohio  is  one  of  the  long 
lines  ? 

Commissioner  Woolley.  Yes. 

Senator  Ivellogg.  Now,  you  would  base  your  mileage  rate  on  the 
Pennsylvania  ?  *You  would  make  the  rate  based  on  the  Pennsylvania 
Railroad's  mileage? 

Commissioner  Woolley.  Yes. 

Senator  Kellogg.  What  kind  of  a  rate  would  you  make  on  the 
Baltimore  &  Ohio  ?    A  mileage  rate  ? 

Commissioner  Woolley.  Senator,  as  I  said,  this  is  all  something 
to  be  worked  out,  once  a  policy  is  adopted.  There  is  no  plan  that 
can  be  introduced  here  by  any  living  man  that  I  know  of  in  which 
you  will  not  have  flaws;  but  if  you  sit  down  to  work  it  out  you  can 
work  out  something  that  will  be  feasible.  So  far  as  New  York  and 
Chicago  are  concerned,  my  thought  is  this :  That  on  through  freight 
naturally  the  rate  would  be  on  the  shortest  distance.  Then,  the  Gov- 
ernment controlling  everything  under  one  system,  there  would  no 
longer  be  the  Baltimore  &  Ohio  or  the  Pennsylvania. 

Senator  Kellogg.  Oh,  I  understand  that. 

Commissioner  Woolley.  There  would  be  the  one  system,  and  the 
Government  could  send  the  traffic  over  the  most  practicable  route. 
Perishable  freight  and  high-grade  freight  that  moves  under  a  fast 
schedule  could  go  on  the  short  line,  and  the  slow  moving  freight  and 
low-grade  commodities  over  the  longer  route. 

Senator  Kellogg.  That  does  not  answer  my  question.  What  mile- 
age rate  would  you  make  on  the  Baltimore  &  Ohio,  the  long  line? 

Commissioner  Woolley.  As  I  say,  the  mileage  rate.  If  the  Gov- 
ernment chooses  to  haul  low-grade  freight  around  on  the  Baltimore 
&  Ohio  to  Chicago,  that  is  its  privilege;  but  the  same  rate  would 
apply  as  over  the  Pennsylvania. 

Senator  Kellogg.  Then,  you  would  not  make  a  mileage  rate  based 
on  the  Baltimore  &  Ohio  Eailroad's  mileage? 

Commissioner  Woolley.  No  ;  I  would  not. 

Senator  Kellogg.  Because  the  Baltimore  &  Ohio  and  the  Pennsyl- 
vania are  competitive? 

Commissioner  Woolley.  They  are  now,  but  they  would  not  be 
I  hen. 

Senator  Kellogg.  I  know,  but  you  would  not  make  a  mileage  rate 
oil  I  he  Baltimore  &  Ohio  between  New  York  and  Chicago,  based  on 
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the  Baltimoro  &  Ohio  miloaiic,  but  yon  VnOiiIcI  uiake  the  same  rate  as 
on  the  Pennsylvania  ? 

Connnisisoner  Woolley.  You  are  talking  about  the  through. I'ate? 

Senator  Kellogg.  Yes. 

Commissioner  AVoolley.  From  city  to  city? 

Senator  Kellogg,  Yes. 

Commissioner  Woolley.  I  Avouhl  nuike  it  based  on  the  shortest 
mileage. 

Senator  Kellogg.  In  other  Avorcls.  all  the  through  rates  betAveeu 
New  York  and  Chicago  over  all  line^  would  be  the  same? 

Commissioner  Woolley.  That  would  seem  to  me  to  be  proper. 

Senator  Kellogg.  And  that  is  practically  what  is  in  existence  now. 
but  that  is  not  a  mileage  rate. 

Commissioner  Woolley.  It  is  a  mileage  rate. 

Senator  Kellogg.  Then,  there  is  a  mileage  rate  now? 

Commissioner  Woolley.  The  Xew  York  to  Chicago  rate  governs 
official  classification  rates,  on  the  percentage  basis,  and  it  works  for 
equity  in  other  places;  but  when  you  get  too  far  aAvay  from  that  terri- 
tory, you  are  gone. 

Senator  Kellogg.  All  the  rates  now  between  New  York  luid  Chi- 
cago over  all  lines  are  the  same,  are  they  not? 

Commissioner  Woolley.  The  through  rates? 

Senator  Kellogg.  Yes;  the  through  rate  over  all  lines,  between 
Ne^v  York  and  Chicago  is  the  same? 

Conunissioner  Woolley.  Yes. 

Senator  Kellogg.  And  you  would  leave  them  the  same? 

Commissioner  Woolley.  I  see  what  is  in  your  mind,  and  I  want 
to  give  you  an  illustration. 

Senator  Kellogg.  Just  answer  this  one  other  (juestion,  and  then  I 
will  be  very  glad  to  have  your  illustration. 

Commissionei-  Woolley.  Senator.  I  am  trying  to  say  that  there 
would  be  no  such  thing  as  through  rates  on  all  of  them.  There  would 
be  a  flat  rate  on  freight  from  New  York  to  Chicago,  and  then  the 
Government,  exercising  authority  over  all  lines,  could  route  freight 
the  way  it  pleased.  The  shipper  would  have  no  real  interest  in 
whether  it  routed  it  directly  or  indirectly,  if  it  were  slow-moving 
freight.  Perishable  or  high-grade  freight,  in  whi^h  there  is  a  risk, 
would  naturally  be  gotten  to  its  destination  as  quickly  as  possible. 

Senator  Kellogg.  I  understand  that ;  but  I  asked  you  what  rate 
you  would  make  over  the  Baltimore  &  Ohio  and  what  over  the  Penn- 
S3dvania? 

Commissioner  Woolley.  I  would  not  make  any  distinction  at  all. 
I  would  make  one  rate  from  New  York  to  Chicago  to  apply  on  nil 
routes,  for  there  would  be  only  one  road. 

Senator  Kellogg.  And  that  is  what  is  done  to-day? 

Commissioner  Woolley.  Yes. 

Senator  Kellogg.  You  would'  make  one  competitive  rate  between 
all  points,  would  you  not  ? 

Commissioner  Woolley.  I  want  to  make  this  plain.  You  are  try- 
ing to  lead  me  off 

Senator  Kellogg  (interposing).  No:  I  am  not. 

Commissioner  Woolley.  If  you  will  just  let  me  make  a  little  ex- 
planation here,  I  think  I  can  straighten  you  out.  Take  the  New 
York-Chicago  situation.    I  showed  yesterday  that  upon  a  fairly  good 
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examination  of  terminal  costs  at  New  York  and  Chicago  we  found 
that  the  cost  of  handling  a  carload  of  freight  at  New  York,  includ- 
ing lighterage,  was  $85  and  that  at  Chicago  was  $10,35. 

Now,  what  you  have  in  mind  is  that  if  it  went  by  the  long  route, 
under  the  short  mileage  rate,  that  at  intermediate  points  on  that 
route,  to  which  the  actual  mileage  was  greater  than  to  Chicago  by 
the  short  route,  the  intermediate  point  would  pay  a  higher  rate. 
Well,  that  would  not  be  the  case,  and  for  this  reason :  On  a  shipment 
from  New  York  for  instance,  there  would  be  assessed  the  tt^rminal 
cost  at  New  York,  and  the  line-haul  rate,  and  the  terminal  cost  at 
the  intermediate  point,  which  latter  would  be  much  less  than  at 
Chicago.  This  difference  in  terminal  cost  would  take  care  of  the 
diifi  rence  in  the  line-haul  rate. 

Senator  Kellogg.  Those  are  all  the  questions  I  care  to  ask. 

Senator  IMcLean.  Mr.  Woolley,  I  do  not  know  whether  I  care  to 
ask  you  more  than  a  couple  of  questions,  but,  if  I  understand  you, 
in  reply  to  Senator  Kellogg's  question,  you  would  adopt  the  policy 
first  and  then  work  it  out;  and  you  think  it  would  require  five  years 
j^ossibly  before  you  would  have  had  a  fair  demonstration  of  your 
theory  ? 

Commissioner  Woolley.  I  think  that  is  short  enough.  Senator. 

Senator  McLea>!.  You  ha^e  made  no  computations  yourself  as  to 
how  your  plan  ^Aould  affect  existing  rates? 

Commissioner  Woolley.  Well,  Senator,  in  the  absence  of  any  in- 
vestigation having  been  made,  .or  any  data  that  could  be  given 
weight  having  been  secured  by  the  conmiission,  I  have  not  thought 
it  advisable  to  make  computations,  except  of  a  tentative  nature. 
Senator  Pomerene  asked  the  question  yesterday  about  coal — the 
average  cost  of  moving  coal  under  p?ace  conditions  was  generally 
thought  to  be  anj^where  between  3|  and  5  mills  per  ton  per  mile. 
Those  are,  however,  pureh^  arbitraiy  figures.  Noav,  say  that  the 
terminal  costs  on  coal  were  found  to  be  $2.50  a  car 

Senator  McLean.  I  would  not  care  to  have  you  go  into  detail. 

Commissioner  Woolley.  I  was  just  going  to  show  you  how  that 
would  work  out ;  that  whereas  the  cost  of  moving  coal  on  that  basis 
for  short  distances  might  in  some  cases  be  greater  than  at  present; 
for  longer  distanres  you  would  in  many  instances  get  a  lower  rate 
than  you  do  at  present. 

Senator  McLean.  Would  it  be  possible  to  make  computations  now 
that  would  fairly  reveal  the  effect  of  your  system? 

Commissioner  Woolley.  You  could  make  tentative  computations; 
yes. 

Senator  McLean.  Do  you  not  think  that  would  be  wise,  before 
you  perform  the  operation? 

Commissioner  Woolley.  I  should  be  very  glad  to  have  such  com- 
putations made,  if  the  committee  would  like  them. 

Senator  McLean.  Well,  as  one  member  of  the  committee,  I  think 
it  would  be  advisable  to  know  what  the  effect  would  be  on  the  great 
staples,  like  beef  and  grains  and  such  articles,  to  the  Atlantic  sea- 
board. 

Commissioner  Woolley.  I  will  have  that  done,  and  give  it  to  you 
as  soon  as  possible. 
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Senator  McLean.  Do  you  not  think  it  would  be  wiser  to  attempt 
to  ascertain  what  the  effect  of  your  scheme  would  be,  before  you 
try  it,  rather  than  to  try  it  and  meet  with  failure? 

Commissioner  Woolley.  Yes.  I  think  Ave  would  at  least  be  able 
to  give  as  accurate  figures  as  we  have  at  present. 

Senator  McLean.  You  would  have  to  apply  your  plan  to  the 
water  carriers,  would  you  not,  as  well  as  to  the  rail  carriers? 

Commissioner  Woolley.  Do  you  mean  steamboats? 

Senator  McLean.  Yes. 

Commissioner  Woolley.  Of  course,  we  are  not  dealing  with  water 
carriers  at  this  time. 

Senator  McLean.  But  you  would  have  to  do  that,  would  you  not? 

Commissioner  Woolley.  My  thought  had  been  in  this  clirection, 
Senator :  Obviously,  water  transportation  is  cheaper  than  rail  trans- 
portation, because  the  railroads  have  always  found  it  necessary  to 
reduce  their  rates  at  the  water  competitive  points  in  order  to  meet 
water  competition,  and  naturally,  when  they  reduce  to  the  point  where 
it  is  desirable  to  the  shipper  to  use  rail  instead  of  water,  wdiy,  it  puts 
the  steamboat  out  of  commission. 

Senator  McLean.  Yes;  but  if  your  plan  raised  the  railroad  rates 
to  the  seaboard  you  would  have  to  take  water  communication  into 
consideration,  would  you  not  ?    Otherwise,  the  water  carriers 

Commissioner  Woolley  (interposing) .  If  it  raised  the  rates  to  the 
seaboard  ? 

Senator  McLean.  Yes ;  if  it  raised  the  rates  to  the  seaboard ;  other- 
wise the  water  carriers  would  get  all  the  traffic,  w^ould  they  not? 

Commissioner  Woolley.  Oh,  I  would  not  say  that.  My  thought 
is,  Senator,  that  we  ought  to  have  enough  spread  between  the  river 
and  coastwise  traffic  and  the  rail  traffic  to  give  the  people  of  the  coun- 
try the  full  benefits  of  their  waterways.  At  present  w^e  do  not  have 
any  benefit  to  speak  of. 

Senator  McLean.  What  would  you  do  with  the  foreign  traffic? 
For  instance,  competition  from  Argentina,  as  affecting  the  prices 
of  heei  and  grain  produced  in  this  country  ? 

Commissioner  Woolley.  When  the  scheme  is  worked  out,  it  is  my 
belief  that  it  will  make  no  material  difference  to  the  country  as  a 
whole.  It  may  make  a  difference  to  given  localities,  but  I  do  not  think 
it  would  to  the  country  at  large. 

Senator  McLean.  Your  idea  is  the  greatest  good  to  the  greatest 
number.  Do  you  not  think  it  would  enhance  the  value  of  real  estate 
close  to  the  coal  mines  ? 

Commissioner  Woolley.  Close  to  the  coal  mines  ? 

Senator  McLean.  Yes. 

Commissioner  Woolley.  No:  on  the  contrary,  you  might  find  that 
the  rate  paid  now  from  the  coal  mines  to  near-by  points  is  more  than 
it  would  be  under  my  plan. 

Senator  McLean.  What  do  you  mean  by  "near-by  points"? 

Commissioner  Woolley.  I  have  an  idea  that  you  think 

Senator  McLean  (interposing).  If  it  doubled  the  price  of  coal  in 
New  England,  the  manufacturer  that  was  nearer  the  coal  mine  would 
have  the  advantage  over  the  New  England  manufacturer,  would  lie 
not? 

Commissioner  Woolley.  I  will  put  it  this  waj^ 
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Senator  McLean  (interposing).  Answer  my  question,  if  yon  can. 

Commissioner  Wooixey.  Well,  Senator,  I  think  that  our  minds  do 
not  exactly  meet  on  that.  As  I  said,  if  you  deduct  the  terminal 
charges  and  then  reduce  the  line-haul  rates,  you  would  get  a  lower 
rate  on  your  coal  than  you  do  now,  up  to  at  least  several  hundred 
miles,  and  that  might  carry  you  all  over  New  England.  I  do  not 
know ;  I  have  not  figured  it  out. 

Senator  McLean.  I  wish  you  would. 

Commissioner  Woolley.  I  will  be  very  glad  to. 

Senator  McLean.  The  Postal  Service  is  owned  by  the  Government 
and  operated  by  the  Government? 

Commissioner  Woolley.  Yes,  sir. 

Senator  McLean.  And  it  has  been  thought  wise  to  charge  a  flat 
rate  on  first  and  second  class  mail  matter;  distance  has  no  bearing 
at  all  on  that  charge.  A  few  years  ago  we  adopted  a  Parcel  Post 
System.  If  I  remember  <  orrectly,  the  experts  who  appeared  before 
the  Committee  on  Post  Offices  and  Post  Roads  at  that  time  had  some 
very  elaborate  calculations  to  prove  that  the  flat  rate  would,  in  the 
long  run,  bring  the  greatest  good  to  the  greatest  number,  and  they 
endeavored  to  establish  a  flat  rate  for  the  parcels  post. 

Commissioner  Woolley.  Yes. 

Senator  McLean.  But  it  was  evident  that  that  would  disturb  things 
pretty  generally,  and  affect  the  express  companies  and  the  smaller 
merchants,  so  they  established  a  zone  system ;  but  even  with  that  sys- 
tem, the  rate 

Commissioner  Woolley  (interposing).  That  is  what  the  express 
companies  operate  under  now — the  zone  system. 

Senator  McLean.  Under  the  Parcel  Post  System  the  rate  from 
New  York  to  Chicago  is  the  same,  I  think,  as  from  New  York  to  San 
Franci=;co:  that  is,  after  the  eighteen  hundred  mile  limit  has  been 
reached. 

Commissioner  Woolley.  Just  like  the  fruit  blanket  from  Denver 
east.  It  costs  the  same  amount  of  money  to  carrj^  a  carload  of  fruit 
from  Los  Angeles  to  Denver  that  it  does  to  Boston. 

Senator  McLean.  I  know  one  man  who  testified,  and  wdio  had 
made  a  life  study  of  the  subject,  and  who  claims  to  be  the  father  of 
the  parcel  post,  was  very  insistent  that  the  flat  rate,  or  the  nearer 
you  could  approximate  the  flat  rate,  the  better  for  the  American  peo- 
ple, as  a  whole.    You  have  not  looked  into  that? 

Commissioner  Woolley.  I  recall  that.  Of  course,  that  is  one  thing 
that  is  suggested,  for  instance,  in  my  quotation  from  Commissioner 
Lane's  statement  in  the  California  fruit  case. 

Senator  McLean.  I  think  that  is  all. 

Commissioner  Woolley.  That  is  one  of  the  three  things  he  talks 
about  in  that  case;  but  I  hardly  think  it  would  be  practicable  with 
railroads. 

Senator  McLean.  I  know  it  would  not  be  practicable  with  rail- 
roads, because  a  railroad  rate  is  a  matter  of  expediency  and  reason- 
ableness, and  an  acceptance  of  physical  and  economic  conditions  as 
they  are,  and  adjusting  them  so  that  you  will  not  bring  about  a  revo- 
lution, which  would  be  inevitable,  it  seems  to  me,  because,  if  it  would 
not  entirely  destroy,  certainly  it  would  injure,  very  important  inter- 
ests that  are  already  established.  That  was  conceded  in  connection 
with  the  parcel-post  law,  and  I  think  the  same  argument  would  apply, 
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but  with  very  uuicli  more  strength,  to  the  traffic  of  rnih^oacls.  That  is 
all. 

Commissioner  Woolley.  Senator,  if  I  may  make  another  observa- 
tion there,  I  do  not  believe  that  the  consequences  of  this  readjustment 
would  be  anything  like  as  serious  as  some  of  you  gentlemen  seem  to 
think;  but  I  do  say  that  if  we  are  going  to  consider  the  interests  of 
the  people  as  a  whole,  we  should  not,  simply  because  Ave  have  been 
wrong  these  man}-  years,  say  that  we  are  going  to  continue  to  be 
wrong  forever,  because  we  started  out  wrong. 

Senator  McLean.  Will  you  not  perfect  your  computations? 

Commissioner  Woolley.  I  shall  be  very  glad  to. 

Senator  McLean.  Showdng  what  the  effects  of  j^our  plan  wu^uld  be. 

Commissioner  Woolley.  Yes,  sir. 

The  Chairman.  Any  other  questions? 

Senator  Cummins.  Mr.  Woolley,  just  one  question,  preceded  with 
a  statement :  I  can  see  the  effect  of  a  mileage  system  upon  the  dis- 
tribution of  traffic;  I  can  see  its  effect  upon  some  communities  in 
changing  conditions  that  now  exist,  and  it  is  very  easy  to  see  also  the 
force  of  your  statement  that  there  must  be,  in  order  to  help  the  weak 
lines,  some  further  unification  or  regrouping  into  systems. 

Commissioner  AVoolley.  Yes. 

Senator  Cummins.  But  I  am  not  able  to  see — and  I  wish  you  would 
make  it  clear  to  me,  if  you  can — how  the  mileage  rate  would  reduce 
the  earnings  of  the  weak  lines.  It  seems  to  me  that  it  might  have 
just  the  other  effect. 

Commissioner  Woolley.  You  mean  under  ]Drivate  ownership? 

Senator  Cummins.  Under  any  ownership.  Kather.  it  would  have 
to  be  under  private  ownership;  otherwise  there  would  not  be  any 
weak  line. 

Conmiissioner  Woolley.  That  is  iny  contention. 

Senator  Cummins.  But  if  the  mileage  rate  were  put  in  it  seems  to 
me  that  it  would  be  quite  as  likely  to  increase  the  traffic  of  the  weak 
line  as  it  would  be  to  decrease  the  traffic  or  decrease  the  earnings  of 
the  weak  line. 

Commissioner  Woolley.  Senator,  it  might  work  out  that  way;  I 
am  not  infallible  in  my  judgment,  and  T  do  not  claim  to  be,  I  hope 
you  are  right  about  it. 

Senator  Cu^mmiks.  I  take  it  for  granted  that  you  are  not  suggest- 
ing an  inflexible  minimum  mileage  rate,  as  well  as  a  maximum? 

Commissioner  Woolley.  I  am  suggesting  something  as  a  whole 
rather  than  in  detail.  Senator.     I  think  that  it  could  be  worked  out. 

Senator  Cummins.  The  very  fact  that  you  state  that  the  short  line 
must  make  the  rate  between  competitive  points  indicates  that  you  do 
not  favor  and  do  not  expect  a  minimum  rate. 

Commissioner  Woolley.  Oh,  I  see  your  point.  No;  I  do  not  favor 
that. 

Senator  Cummins.  And  it  would  seem  to  me  that,  in  very  many 
instances,  anyhow,  the  mileage  rate,  while  I  do  not  believe  that  a  mile- 
age rate  under  the  present  development  is  practicable 

Commissioner  Woolley  (interposing).  Well,  if  there  is  a  better 
plan,  I  am  for  it. 

Senator  Cummins.  Nevertheless  I  do  not  see  the  disadvantageous 
effect  upon  the  short  or  weak  lines  that  you  seem  to  have  in  your 
mind. 
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Coniinissioner  Woollev.  That  is  just  the  way  I  have  reasoned  it 
out,  Senator.  Under  private  ownership  we  would  have  the  water- 
compelled  rate.     I  may  be  entirely  Avrong  in  my  reasoning. 

Senator  Cummins.  Because  if  the  weak  lines  would  move  the  same 
kind  of  traffic  that  they  now  have  and  move  it  at  the  same  rate  they 
would  be  just  as  well  oil'  as  they  are  now  anyhow ;  and  I  can  see  noth- 
ing in  your  suggestion  to  indicate  that  they  Avould  move  less  traffic 
or  move  it  at  less  rates. 

Commissioner  AVooLLEr.  I  will  take  this  instance:  I  think  between 
Salt  Lake  and  San  Francisco,  say,  if  a  mileage  scale  were  in  effect, 
the  mileage  of  the  Southern  Pacific  would  govern  in  making  the  rate, 
because  it  is  much  shorter  than  the  Western  Pacific.  If  the  rate  Avere 
such,  based  upon  the  amount  of  business  done  in  the  past,  that  the 
"Western  Pacific  could  live,  I  think  you  would  find  that  the  Southern 
Pacific  Avould  get  the  bulk  of  that  business. 

Senator  Cummins.  And  it  gets  the  bulk  of  it  now  ? 

Commissioner  Woolley.  And  it  would  under  any  mileage  rate. 

Senator  Cummins.  Yes,  it  would  under  any  mileage  rate. 

Commissioner  Woolley.  Yes. 

Senator  Cummins.  There  are  various  reasons  for  that. 

Commissioner  Woolley.  Yes,  many.  I  think  the  same  would  be 
true  between  the  Pennsylvania  and  the  New  York  Central,  on  the 
one  hand,  and  the  Erie  or  the  Baltimore  &  Ohio,  on  the  other,  be- 
tween Chicago  and  New  York. 

Senator  Kellogg.  They  would  get  all  the  through  traffic,  would 
they  not,  because  nobody  would  pay  a  larger  rate  to  go  around  by 
way  of  Baltimore,  than  they  would  to  go  straight  through  to 
Chicago  ? 

Commissioner  Woolley.  I  was  still  assuming  that  the  rate  was 
based  on  the  short-line  mileage. 

Senator  Cummins.  It  seems  to  me  that  your  argument  proves  this : 
That  there  ought  to  be  a  regrouping  of  the  railroads  of  the  country, 
so  that  the  losses  of  the  weak  lines  could  be  absorbed  by  the  profits 
that  are  now  earned  by  the  strong  lines. 

Commissioner  Woolley.  That  might  be  a  way  out,  Senator,  if  it 
were  possible  to  make  the  strong  lines  take  over  the  weak  lines,  and 
have  no  competition  between  these  points. 

Senator  Cummins.  There  still  might  be  competition.  There  are 
enough  strong  lines  in  the  country  to  absorb  the  weak  line,  and  still 
retain  a  good  deal  of  competition  as  to  service. 

Commissioner  Woolley.  Well,  of  course,  that  may  be. 

Senator  Cummins.  For  instance,  if  you  were  to  consolidate  the 
lines  between  New  York  and  Chicago,  north  of  the  Ohio  River,  and 
into  that  territory,  into  two  or  three  systems,  you  would  get  rid  of 
all  the  difficulty  about  weak  lines  in  that  territory  ? 

Commissioner  Woolley.  Yes. 

Senator  Cummins.  And  the  same  method  could  be  followed  in  the 
western  part  of  the  United  States. 

Commissioner  Woolley.  Yes. 

Senator  Cummins.  The  real  difficulty  is  that  the  railroads  of  the 
country  could  not  do  business  on  even  terms. 

Commissioner  Woolley.  No. 

Senator  Cummins.  And  the  problem  is  to  get  them  in  position  so 
that  they  can  do  business  on  even  terms  ? 
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Commissioner  Woolley.  Yes. 

Senator  Cummins.  So  that  we  may  consider  the  profits  of  the  sys- 
tem as  a  whole  ? 

Commissioner  Woolley.  Yes. 

Senator  Cummins.  Instead  of  the  profits  of  a  particular  property  ? 

Commissioner  Woolley.  Yes. 

Senator  Cummins.  And  whether  it  results  in  the  unification  or 
the  common  ownership  on  the  part  of  the  people  of  all  the  railroads 
of  the  country,  or  a  regrouping  of  the  systems,  in  order  to  reach  that 
result,  I  am  in  entire  sympathy  with  it  myself. 

Commissioner  Woolley.  I  see  your  point,  exactly. 

The  Chairman.  If  there  are  no  further  questions,  Mr.  Woolley 
will  be  excused. 

Commissioner  WooLLEr.  Thank  you,  gentlemen. 

The  Chairman.  The  next  division  of  this  question,  under  the 
schedule,  is  the  railroads.  Mr.  Thom,  have  you  some  one  ready  to 
proceed  now  ? 

Senator  Cummins.  Before  Mr.  Thom  proceeds,  I  want  to  suggest 
simply  this ;  that  in  view  of  Mr.  Woolley's  statement  that  he  has  had 
some  reason  to  believe  that  the  present  Railroad  Administration 
would  put  mileage  rates  into  effect  presently,  I  want  the  Chairman  to 
call  Mr.  Hines  at  some  convenient  time. 

Commissioner  Woolley.  Mr.  Chairman,  may  I  make  just  a  state- 
ment there :  I  have  never  talked  with  Mr.  Hines  about  this  matter. 

The  Chairman.  I  know. 

Commissioner  Woolley.  My  talk  was  solely  with  Mr.  McAdoo, 
and  that  in  a  most  general  way. 

Senator  Cummins.  I  know;  but  Mr.  Hines  is  now  the  Director 
General,  and  we  want  to  know  whether  it  is  his  purpose  to  put  mile- 
age rates  into  effect. 

The  Chairman.  I  have  notified  ISIr.  Hines  that  the  committee 
might  desire  to  hear  from  him,  and  that  we  would  call  him  when- 
ever it  v.'as  convenient  to  the  committee  to  hear  him.  Now,  Mr. 
Thom. 

STATEMENT  OF  MR.  ALFRED  P.  THOM. 

The  Chairman.  Mr.  Thom,  you  Avill  state  your  full  name,  address, 
and  whom  you  represent — what  part  of  the  railroad  interests  you 
represent. 

Mr.  Thom.  My  address  is  320  Munsey  Building,  Washington. 
D.  C.  I  am  general  counsel  for  the  Association  of  Railway  Execu- 
tives. 

The  Chairman.  Now,  Mr.  Thom,  have  you  got  a  statement  which 
you  desire  to  make,  without  interruption,  or  is  your  statement  such 
that  you  would  not  object  to  having  questions  asked  of  you  while 
you  go  along? 

Mr.  Thom.  I  would  not  care  for  any  hard-and-fast  rule  to  be 
adopted,  Mr.  Chairman.  I  would  think  it  Avould  perhaps  conduce 
to  brevity  if  I  might  be  allowed  to  make  my  statement  first,  and  then 
be  questioned  later.  I  have  no  written  statement  and.  therefore,  I 
will  take  the  privilege  of  standing  while  I  make  my  statement  in 
chief. 

I  wish  to  present  a  letter  dated  January  8.  1919,  and  signed  by  the 
Western   Association   of  Short  Line  Railroads,  through   its  presi- 
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dent  and  vice  president,  and  addressed  to  me,  but  intended  for  the 
committee,  and  which  I  will  read  into  the  record : 

The  New  Willakd, 
Washington,  January  8,  IDl'J. 
Alfked  p.  Thom, 

Counsel  Association  Railway  Executives,  Washington,  D.  C. 
Dear  Sib:  As  president  and  vice  president  of  tlie  Western  Association  of 
Short  Line  Railroads  comprising  tlie  independently  owned  and  operated  rail- 
roads in  the  11  States  west  of  the  Eocky  Mountains,  we  desire  on  behalf  of  our 
members  to  most  heartily  indorse  the  action  of  the  Association  of  Railway 
Executives  as  to  the  time  and  manner  of  releasing  railroads  from  Federal  con- 
trol, and  assure  you  of  our  most  hearty  cooperation  and  support  in  bringing 
about  favorable  legislation  which  will  solve  this  complicated  problem. 
Yours,  very  truly, 

Western  Association  of  Short  Line  Railroads, 

D.  M.  Swobe,  President. 

L.  G.  Cannon,  Vice  President. 

Mr.  Thom.  At  the  outset,  Mr.  Chairman,  I  shall  venture  to  say 
A  word  in  reply  to  what  has  been  said  here,  more  in  the  way  of  sug- 
gestion than  of  actual  statement,  about  the  lack  of  cooperation  on 
the  part  of  the  railway  executives  with  the  Railroad  Administra- 
tion. 

If  there  has  been  any  lack  of  cooperation,  we  have  not  known  it. 
If  there  has  been  any  lack  of  cooperation,  it  has  violated  the  entire 
spirit  and  purpose  which  we  have  had  in  this  matter. 

Perhaps  there  has  been  no  more  stupendous  event  in  the  history 
of  commercial  affairs  than  the  taking  over  by  the  Government  of 
some  fifteen  or  twenty  billions  of  dollars  of  property  from  its  ow^n- 
ers,  to  be  operated  by  the  hand  of  the  Government,  and  wuth  all 
its  tremendous  effects  upon  the  business  and  organization  of  these 
properties.  And  yet  the  record  of  these  railway  executives  from 
the  11th  day  of  April,  1917,  w^hen  they  w^ere  summoned  to  Wash- 
ington by  the  Government  to  coordinate  the  railroads  of  the  country 
into  one  harmonious  system,  to  this  date,  has  been  one  of  patience. 
of  dignity,  and  of  cooperation. 

You  gentlemen  have  seen  no  complaints,  and  no  agitation  origi- 
nating with  these  executives  in  the  public  press.  You,  in  your  offi- 
cial capacity,  at  this  Capitol  have  had  no  approaches  from  these 
executives  in  order  to  throw  one  iota  of  difficulty  in  the  way  of 
the  successful  management  of  the  properties.  On  April  11,  1917, 
when  these  executives  were  called  into  session  by  the  Government, 
in  less  than  fiA'e  hours  they  subordinated  all  their  individual  and 
separate  interests  and  combined  then  and  there  into  one  unified 
and  harmonious  whole  for  the  purpose  of  doing  their  part  of  the 
work  of  this  war ;  and  I  think  it  is  the  universal  consensus  of  opinion 
that,  except  as  they  were  prevented  by  obstacles  of  existing  law, 
they  did  all  that  was  humanly  possible  in  that  direction;  and  I 
think,  further,  that  during  the  whole  time  of  the  consideration  of 
the  Federal  control  bill,  during  the  whole  time  of  this  Railroad  Ad- 
ministration, that  same  spirit  of  not  pressing  to  the  front  any  selfish 
or  individual  interest,  but  cooperating  with  the  bureaus  of  the  Gov- 
ernment for  the  great  objects  it  had  in  view  when  it  took  these  rail- 
roads over  has  been  the  predominant  and  the  controlling  purpose  of 
these  men. 

So  far  as  I  know  individually,  Mr.  Chairman,  there  has  been  but 
one  subject  on  which  there  has  been  any  decided  disagreement,  and 
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that  is  in  respect  to  the  allocation  of  the  equipment  which  has  been 
purchased  and  which  I  shall  allude  to  as  I  proceed. 

With  tliat  statement,  I  will  proceed  to  the  consideration  of  the 
present  proposal  that  these  properties  shall  now  be  retained  in  the 
Government's  hands  for  an  extended  period  of  five  years,  during 
what  we  all  realize  will  be  a  season  of  profound  peace.  We  think,  in 
no  captious  spirit,  with  no  desire  or  purpose  to  ignore  the  authority 
and  the  influence  which  comes  from  a  governmental  proposal,  that 
we  owe  it  to  the  interests  we  represent  and  we  owe  it  to  the  public 
to  express  in  a  quiet,  careful,  and  dignified  way  our  objections  to 
that  proposal. 

Little  has  been  said  here  of  the  principal  danger  which  has  come  to 
these  properties  through  Government  control.  Perhaps  little  is 
realized  in  the  public  mind  as  to  what  that  great  danger  is ;  and  yet, 
when  it  is  suggested  and  is  considered,  it  seems  to  me  that  it  is  one 
of  the  most  controlling  considerations  which  could  possibly  exist. 

The  Government  in  taking  these  railroads  over  has  not  merely 
our  physical  property,  it  is  not  using  merely  our  rails,  our  roadbed, 
and  our  engines,  and  our  structures;  it  is  using,  in  addition  to  that, 
the  credit  of  these  railroads.  Now,  as  a  war  purpose,  to  accomplish 
national  ends,  in  a  period  of  great  peril,  we  will  accept,  for  the  pur- 
pose of  this  argument,  that  that  was  a  legitimate  and  a  necessary 
thing  to  do ;  but  we  challenge  the  soundness  of  the  proposal  that  now 
for  a  period  of  five  additional  years  it  is  necessary  not  only  for  the 
Government  to  have  these  physical  properties  but  it  shall  have  abso- 
lute control  of  our  credit;  that  it  shall  tell  us  what  debts  we  ought 
to  create;  that  it  shall  tell  us  what  we  ought  to  buy  and  what  we 
ought  to  do,  and  that  year  by  year  and  day  by  day  instead  of  the 
credit  of  these  carriers  being  in  their  control  and  subject  to  the 
judgment  of  their  owners  that  credit  shall  be  taken  entirely  awa}' 
from  them  and  exercised  by  a  Government  official. 

I  call  attention  to  section  6  of  the  Federal  control  act.  I  shall 
read  it  into  the  record : 

Sec.  G.  That  the  sum  of  $500,000,000  is  hereby  appropriate.!,  out  of  auy 
moneys  in  the  Treasury  not  otherwise  appropriateil,  which,  tojix'ther  with  any 
funds  avaihible  from  any  opei-atinjr  income  of  said  curriers,  may  be  used  by 
the  President  as  a  revolvin;;  fund  for  the  purpose  of  paying  the  expenses  of 
the  Federal  control,  and  so  i"ar  as  necessary  the  amomit  of  just  compensation, 
and  to  provide  terminals,  motive  power,  cars,  and  other  necessary  equipment, 
such  terminals,  motive  power,  cars,  and  equipment  to  be  used  and  accounted 
for  as  the  President  nuiy  direct  and  to  be  disposed  of  as  Congress  may  here- 
after by  law  provide. 

The  President  may  also  make  or  order  any  carrier  to  makc^  auy  additions, 
betterments,  or  road  extensions,  and  to  provide  terminals,  motive  power,  cars 
and  other  equipment  necessary  or  desirable  for  war  purposes  or  in  the  public 
interest  on  or  in  connection  with  the  property  of  any  carrier.  He  may  from  said 
revolving  fund  advance  to  such  carrier  all  or  any  part  of  the  expense  of  such 
additions,  betterments,  or  road  extensions,  and  to  provide  terminals,  motive 
power,  cars,  and  other  necessary  equipment  so  ordered  and  constructed  by  such 
carrier  or  by  the  I'resident,  such  advances  to  be  charged  ag.-iinst  such  carrier 
and  to  hear  interest  at  such  rate  and  be  payahk^  on  such  terms  as  may  be  deter- 
mined by  the  President,  to  the  end  that  the  United  States  may  be  fully  reim- 
bursed for  any  sums  so  advanced. 

Any  loss  claimed  by  any  carrier  by  i*easou  of  any  such  additionr-,  betterments, 
or  road  extensions  so  ordered  and  constructed  may  be  determined  by  agreement 
between  the  President  and  such  carrier;  failing  such  agreement  the  amount  of 
such  loss  shall  be  ascertained  as  provided  in  section  3  hereof. 
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That  is  as  much  of  the  section  as  is  necessary  for  the  purposes  of 
my  argument.  The  balance  of  that  section  relates  to  the  operation 
of  canals,  etc. 

Now,  the  committee  will  appreciate  that  there  is  no  limit  in  ex- 
press terms  put  upon  that  power.  The  President  may,  without  any 
express  limit,  make  or  order  any  carrier  to  make  any  expenditures 
he  may  designate,  for  any  of  the  purposes  there  mentioned.  The 
enormous  power  thus  created  can  not  be  overstated.  It  may  be  wisely 
and  consiclerately  exercised,  or  it  may  be  harshly  and  ruinously  ex- 
ercised. Whether  it  will  be  the  one  thing  or  the  other,  depends  upon 
the  judgment  and  sense  of  fairness  and  right  of  the  man  who  is  exer- 
cising that  power.  We  do  not  know  from  clay  to  day  who  that  man 
will  be.  We  know  there  has  been  one  man  for  a  year,  up  to  this  time ; 
that  there  is  another  man  in  office  now ;  but  we  do  not  know  who  will 
be  in  office  in  the  next  six  months.  We  have  not  even  a  knowledge  of 
the  personality  which  will  exercise  this  power,  which  goes  to  the 
very  foundations  of  the  credit  and  of  the  solvency  of  these  properties. 

We  do  know  that  the  tendency  would  be  to  use  the  credit  of  the 
carriers,  and  to  spare  the  credit  of  the  Government.  The  very 
moment  that  this  revolving  fund  becomes  a  disappearing  quantity, 
the  very  moment  that  a  real  financial  problem  presents  itself  to  the 
Railroad  Administration,  that  very  moment  there  will  be  a  tempta- 
tion to  mobilize  the  credit  of  these  carriers,  and  to  use  it  to  the  relief 
of  the  credit  of  the  Government. 

Now,  how  can  we  look  with  unconcern  upon  the  continuation  of  a 
power  of  that  immense  magnitude  for  an  additional  period  of  5 
years,  in  a  time  of  profound  peace,  when  there  is  no  great  national 
emergency  that  requires  the  sacrifice,  and  Avhen  we  are  asked  to  sub- 
ordinate not  only  the  use  and  management  of  our  physical  properties, 
not  only  the  chance  of  keeping  together  the  organizations  which  are 
essential  to  their  success,  but  where  we  are  asked  for  5  years  more 
to  put  beyond  our  reach,  and  in  the  hands  of  someone  else — a  Govern- 
ment official — the  entire  credit  of  these  properties? 

We  have  been  charged,  Mr.  Chairman,  with  having  some  human 
nature  in  this  matter;  we  have  been  told  that  we  are  as  good  as  can 
be  expected  of  people  still  retaining  human  nature;  but  I  have  not 
observed,  when  it  comes  to  the  throwing  of  bouquets,  that  even  Gov- 
ernment officials  always  throw  the  bouquets  at  other  people,  or  that 
all  the  orchids  and  American  Beauties  are  handed  to  others.  There 
is  as  much  human  nature  in  love  of  power  as  there  is  in  love  of  prop- 
erty; and  the  temptation  to  a  great  success — the  temptation  to 
achieve  a  notable  result,  appeal  as  much  to  the  human  nature  which 
is  in  the  official  breast  as  the  desire  to  protect  what  a  man  owns  ap- 
peals to  him.    So  all  human  nature  is  not  on  one  side. 

I  alluded  a  moment  ago  to  a  matter  relating  to  the  policy  of  the 
management  of  these  roads  about  which  there  has  been  a  difference. 
Before  making  further  reference  to  that,  however,  I  desire  to  call 
attention  to  what  is  involved  in  amount  in  this  matter  of  expendi- 
tures on  the  credit  of  these  carriers.  I  have  here  a  statement  show- 
ing that  from  January  1,  1918,  to  November  10,  1918,  there  had 
been  authorized,  as  a  capital  charge  against  these  companies,  by  the 
Railroad  Administration,  $1,175,000,000  of  indebtedness.  I  do  not 
mean  to  say  that  all  of  that  ought  not  to  have  been  done ;  I  do  not 
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mean  to  say  that  much  of  it  ought  not  to  have  been  done ;  but  I  call 
attention  to  those  figures  in  order  to  indicate  to  you  the  seriousness 
and  the  magnitude  of  this  problem.  Now,  what  does  that  involve? 
That  involves  the  purchase  at  war  prices  of  $1,175,000,000  of  addi- 
tions and  betterments,  which,  when  obtained  by  these  companies, 
will  at  once  become  a  disappearing  asset.  We  are  confronted  with 
the  probability  that  when  we  come  back  into  the  possession  of  these 
properties,  or  shortly  thereafter,  two-thirds  of  that  cost  which  has 
been  put  upon  us  at  the  present  basis  and  level  of  high  prices  will 
have  disappeared,  and  instead  of  having  an  asset  of  $1,175,000,000. 
to  represent  an  indebtedness  of  $1,175,000,000  we  will  have  one-third 
of  that  amount,  or  that  about  $800,000,000  of  that  expenditure  will 
have  disappeared  as  an  item  of  value  on  our  accounts.  I  call  atten- 
tion to  that  not  for  the  purpose  of  criticism,  and  not  for  the  purpose 
of  assailing  the  Avisdom  or  the  justice  or  the  righteousness  of  the  ex- 
penditure, but  for  the  purpose  of  indicating  to  you  that  there  is  an 
important  matter  of  judgment  involved  in  the  question  of  whether 
or  not  these  expenditures  shall  be  made,  and  that  that  judgment  is 
one  which  naturally  we  feel  we  ought  to  participate  in,  as  we  have 
to  bear  the  burden. 

Now,  the  proposal  is  not  only  to  do  that  in  time  of  war,  but  in  a 
time  when  there  ig  no  national  emergency,  when  we  shall  have  peace, 
and  merely  for  purposes  of  experimentation,  with  the  power  to  re- 
peat and  repeat  that  enormous  scale  of  expenditure  throughout  those 
five  years. 

Now,  to  indicate  the  temptation  in  respect  to  the  exercise  of  that 
power,  let  me  call  attention  to  what  has  been  done  in  respect  to  this 
matter  of  the  purchase  of  equipment.  I  have  read  to  you  the  pro- 
visions of  this  law.  The  first  paragraph  of  section  6  confers  the 
power  upon  the  Director  General  to  purchase  cars  and  equipment  for 
the  Government.  The  second  paragraph  is  the  alternative  power  to 
purchase  cars  and  equipment  for  the  railroads  and  on  their  credit. 
What  did  Congress  anticipate  about  that?  I  hold  in  my  hand  the 
report  of  this  committee,  when  it  sent  to  the  Senate  the  Federal  con- 
trol bill,  and  I  read  from  what  this  committee  said  on  that  subject 
when  it  presented  its  bill  to  the  Senate : 

Section  6  is  a  very  important  section.  It  provides  for  a  revolvinj;;  funil  to 
be  made  up  from  an  initial  appropriation  of  $500,000,000,  together  with  any 
excess  earnings  of  any  of  the  carriers.  This  fund  is  to  be  available  to  the 
President  for  the  purpose  of  paying  the  expenses  of  the  Federal  control,  sup- 
plying any  deficit  in  the  just  compensation  accruing  to  any  carrier,  and  to 
provi(lo  for  rolling  stock  and  terminals,  to  be  used  and  accounted  for  as  the 
President  may  direct,  and  to  be  disposed  of  as  Congress  may  hereafter  by  law 
provide. 

This  coiitemplates  that  engines,  cars,  and  perhaps  terminals  will  be  purchased 
or  constructed  by  and  will  belong  to  the  United  States.  This  rolling  stock  will 
be  used  wherever  war  and  national  needs  demand,  precisely  as  tiie  Pullman 
and  other  private  car  lines  are  now  used  on  the  lines  of  the  various  carriers 
as  the  needs  of  industry  or  the  demands  of  the  .seasons  require.  The  ultimate 
disposition  of  this  rolling  .stock  must  await  postwar  legislation.  This  section 
contemplates  that  such  rolling  stock,  although  owned  by  the  United  States, 
will  be  used  on  the  lines  of  the  various  railroads  and  the  use  charged  for  upon 
the  books  of  the  companies,  so  that  at  the  expiration  of  Federal  control  the 
bookkeeping  of  each  railroad  company  will  reflect,  as  hitherto,  the  traffic  which 
has  moved  over  each  road  and  the  cost  of  operation. 

The  section  further  provides  that  the  President  may.  on  or  in  connection 
with  the  property  of  any  carrier,  make  or  order  any  company  to  make  addi- 
tions desirable  eitl.er  for  war  purposes  or  in  the  public  interest.     Doubtless  It 
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will  be  iipcessary,  in  connection  with  Army  camps  and  shipyards,  to  make 
substiintial  extensions  of  railroad  and  other  carrier  property.  Your  committee 
believes  that  such  additions  and  extensions  should  become  and  remain  the 
property  of  the  separate  carriers ;  that  there  should  be  no  confusion  of  title  as 
to  real  estate,  tracks,  and  other  fixed  property  between  any  railroad  company 
and  the  United  States.  As  it  is  possible  that  some  such  additional  facilities 
thus  made  to  the  property  of  various  carriers  will  in  times  of  peace  be  found 
worth  less  than  the  cost  thereof,  this  section  provides  that  claims  for  loss  or 
danm.ce  accruing  from  such  compelled  investment  shall  be  settled  either  by 
asrreement  bptwe(Mi  the  carrier  and  the  President,  or,  falUnp:  such  agreement, 
shall  be  ascertained  by  due  process  of  law,  as  provided  in  section  3. 

Senator  Kellogg.  What  are  you  reading  from? 

Mr.  TiiOM,  The  report  of  this  committee  to  the  Senate. 

Senator  Kellogg.  Thank  you. 

Mr.  TiiOM.  Now,  at  the  time  that  report  was  made,  the  succeeding 
paragraph  of  section  6  did  not  include  the  power  of  the  President  to 
purchase  on  account  of  the  carriers'  cars  and  other  rolling  stock. 
When  you  reported  your  bill  to  the  Senate  you  had  the  entire  power 
of  purchasing  cars  and  rolling  stock  and  cars  confined  to  a  purchase 
on  Government  account,  and  you  made  plain  the  policy  of  this  com- 
mittee by  using  the  language  which  I  have  stated  in  your  report,  in 
which  you  have  said,  "  This  contemplates  that  engines,  cars,  and 
perhaps  terminals  will  be  purchased  or  constructed  by  and  belong  to 
the  United  States."    Now,  that  was  the  policy  of  this  committee. 

When  the  bill  was  reported  from  the  House,  it  had  not  only  the 
power  that  you  had  included  in  that  first  paragraph  of  section  6  hut 
it  had  the  power,  as  now  included  in  the  law,  that  the  President 
should  also  have  the  power  to  purchase  this  rolling  stock,  etc.,  on  the 
credit  of  the  carriers. 

But  let  us  see  what  the  House  said  in  respect  to  what  they  intended 
by  that.  I  am  reading  now  from  the  House  committee's  report.  You 
will  find  it,  Senator,  on  page  3 : 

Section  6  provides  for  a  revolving  fund,  to  be  made  up  of  an  appropriation 
of  .'fotW.OOO.OOO  from  the  Treasury  and  any  excess  revenue  derived  from  the 
operation  of  the  companies.  Tliis  revolving-  fund  may  be  used  by  the  President 
to  provide  equipment,  additions,  and  road  extensions,  and  to  make  advances  to 
the  companies,  so  far  as  necessai-y,  for  these  purposes.  This  section  contem- 
plates direct  ownership  by  the  United  States  of  the  new  railroad  equipment 
and  perhaps  of  some  terminals.  It  does  not  contemplate  ownership  of  such 
road  extensions,  tracks,  etc.,  as  may  be  necessary  In  connection  with  army 
camps,  shipyards,  e*tc.  In  the  opinion  of  your  committee  the  title  to  such  addi- 
tions and  extensions  should  be  in  the  vai'ious  companies  and  not  In  the  United 
States.  But  as  some  such  extensions  will  be  made  for  war  purposes  and  cost 
more  than  their  value  during  peace  times  the  right  of  the  company  to  have  a 
just  portion  of  this  compulsory  Investment  paid  by  the  Government  is  protected. 

So  that  we  have  both  Houses  of  Congress — the  one  withholding 
from  the  President  the  poAver  to  purchase  any  equipment  on  behalf 
of  these  carriers,  the  other  giving  him  the  alternative  power  to  pur- 
chase equipment  on  behalf  and  on  the  credit  of  these  carriers;  but 
both  reported  that  the  purpose  and  theory  and  object  of  this  revolv- 
ing fund  was  that  equipment  was  to  be  purchased  and  owned  by  the 
United  States. 

Now.  gentlemen,  wliat  has  been  done  about  that?  What  has  been 
the  policy  of  the  administration  ?  It  has  been  to  buy  every  engine  and 
every  car  at  the  expense  and  on  the  credit  of  these  carriers.  Now,  I 
alluded  a  moment  ago  to  one  point  on  which  there  had  been  a  failure 
of  cooperation  between  us  and  the  administration.    This  is  the  point : 
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We  have  insisted  from  the  outset  that  the  policy  of  Congress,  as 
indicated  in  these  reports,  that  the  power  of  the  President  as  con- 
tained in  the  act  of  Congress  in  which  he  could  do  one  or  the  other, 
was  to  use  a  part  of  that  revolving  fund  for  the  purpose  of  relieving 
us  in  the  purchase  of  these  engines  and  cars  at  three  times  their  nor- 
mal value.  These  engines  and  cars  will  come  back  to  us,  the  cars 
costing  $3,000  and  worth  one  thousand;  and  the  engines  will  come 
back  to  us  costing  over  $80,000  and  worth  twenty-nine  or  thirty 
thousand  dollars.  Our  indelDtedness  will  be  enlarged  by  this  tre- 
mendous amount,  and  our  assets  will  have  shrunk  and  disappeared  to 
the  extent  that  the  cost  of  these  things  were  excessive  above  times  of 
peace.  Noav,  without  any  captiousness  or  active  antagonism,  we  have 
laid  before  the  Director  General  our  view  on  this  question  of  the  pur- 
chase of  equipment,  and  have  insisted  that  a  fair  interpretation  of 
this  act  of  Congress  was  that  the  Government  should  bear  a  part  of 
these  excessive  war  costs  of  equipment.  The  equipment  has  been 
bought  en  masse,  and  it  has  been  allotted  to  the  carriers  without  con- 
sultation with  them.  Some  of  the  carriers  thought  they  were  over- 
supplied  and  that  they  ought,  therefore,  not  to  be  saddled  with  any 
part  of  this  expense ;  that  they  were  fully  equipped  to  do  their  entire 
charter  duties  in  the  furnishing  of  equipment  in  the  public  service. 

Now,  was  not  that  a  fair  attitude  to  present  and  to  insist  on  ?  Is 
there  anything  captious  or  lacking  in  cooperation  when  a  matter 
of  this  monumental  importance  is  involved,  and  we  simply  insist — 
some  of  the  carriers — that  they  are  already  fully  supplied  with 
equipment  and  should  not  be  obliged  to  buy  more  at  these  high  war 
prices;  and  other  carriers  insist  that  the  kind  of  equipment  which 
has  been  purchased  is  not  needed  and  is  not  usable  for  their  purposes ; 
that  it  does  not  conform  to  their  standards;  that  it  can  not  be  eco- 
nomically operated  under  their  traffic  conditions  ? 

And  there,  gentlemen,  is  the  sum  .and  substance  of  every  suggestion 
of  opposition  or  antagonism  or  lack  of  cooperation  that  has  ap- 
peared between  these  railway  executives  and  the  Federal  adminis- 
tration of  these  railroads.  Whatever  view  you  may  take,  we  think 
we  are  justified  in  taking  the  view  that  this  committee  and  the  com- 
mittee of  the  House  kncAv  what  it  intended  to  do  about  the  purchase 
of  this  equipment;  that,  sitting  here  in  your  legislsutive  capacity,  it 
was  not  your  intention  to  put  the  whole  cost  of  all  this  equipment  on 
these  carriers,  but  that  the  Government,  because  of  these  war  costs, 
because  it  had  taken  possession  of  these  properties  as  a  war  measure, 
because  it  was  a  thing  in  which  the  whole  people  were  interested,  as 
much  as  furnishing  engines  to  Russia  or  engines  to  France — that  the 
public  ought  to  take  a  part  of  that  burden  of  these  excessive  war 
costs  in  the  purchase  of  this  equipment. 

Senator  Kellogg.  Who  has  actually  paid  for  them? 

Mr.  Thom.  The  railroads  are  paying  for  them. 

Senator  Cummins.  I  would  like  to  ask  a  question  there,  just  be- 
cause I  may  forget  it.  Has  there  been  any  indication  of  a  contin- 
uation of  that  policy  since  the  war  closed  ? 

Mr.  Thom.  No  ;  I  do  not  think  so.  I  think  that  the  intention  of  the 
administration  is  to  recognize  the  difference  between  war  conditions 
and  peace  conditions  in  the  matter  of  putting  these  expenses  on  to 
the  railroads;  but  there  still  will  be  the  question  of  judgment,  and 
there  still  will  be  the  question  of  whether  we  can  view  with  uncon- 
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cerii  the  settlement  of  those  questions  and  the  standards  and  prin- 
ciples on  which  they  are  to  be  decided  during  an  extended  period 
of  five  years. 

The  Chairman.  Mr.  Thorn,  may  I  ask  you,  right  at  this  point,  what 
amount  or  to  what  extent  had  the  railroads  contemplated  spending 
money  for  new  equipment,  etc.,  before  they  were  taken  under  Federal 
control?  Had  you  not  issued  some  statement,  or  was  it  not  know'n 
that  you  were  contemplating  an  equipment  expenditure  that  would 
approximate  this,  before  the  Government  took  the  railroads  over? 

Mr.  TiiOM.  I  can  not  tell  you  the  figures,  but,  of  course,  we  w^ere 
contemplating,  and  necessarily  were  obliged  to  contemplate,  an  ex- 
tensive program  of  additions  and  betterments. 

Senator  McLean.  Did  the  Government  purchase  as  cheaply  as  you 
could  have  purchased  ? 

Mr.  Thom.  I  can  not  tell  you  that,  Senator.  Of  course,  among  the 
railroads  of  the  country  generally  there  was  a  feeling  and  a  move- 
ment, before  the  Government  took  charge,  that  there  should  be  an 
increase  of  a  hundred  thousand  cars,  which  the  Government  subse- 
quently ordered. 

The  Chairman.  Now,  do  I  understand  that  that  100,000  cars  was 
recognized  by  the  railroads,  before  the  Government  took  them  over, 
as  necessary  to  meet  the  conditions  ? 

Mr.  Thom.  The  War  Board,  as  I  am  advised,  in  discussing  their 
program  for  the  future,  were  of  opinion  that  a  hundred  thousand 
cars  should  be  bought,  but  they  did  not  say  that  road  "A"  should 
take  a  certain  number  of  them,  or  that  road  "  B  "  should  take  a  cer- 
tain number  of  them,  or  allot  them  on  any  basis  except  the  basis  of 
where  there  was  a  deficiency  in  equipment  on  a  particular  road :  nor 
did  it  at  all  follow  that  a  judgment  once  formed  as  a  desirable  thing 
for  the  future  should  not  be  modified  and  would  not  be  modified  by 
railroad  managers,  be/;ause  of  the  tremendous  cost  of  the  program, 
which  w^as  all  the  time  advancing. 

The  Chairman.  You  do  not  mean  by  that  statement,  Mr.  Thom, 
that  the  railroad  managers  would  curtail  the  purchase  of  equipment 
necessary  to  meet  the  emergency  because  of  the  mounting  cost,  under 
the  emergency  in  which  we  found  ourselves? 

Mr.  Thom.  I  mean,  Senator,  that  it  is  a  matter  of  business  judg- 
ment whether  at  a  given  moment  or  time  an  expense  is  justified.  I 
mean  that  all  those  things  go  to  make  up  a  business  judgment  in 
respect  to  the  management  of  these  properties,  and  I  mean  that  wdien 
that  power  is  taken  from  the  carriers  and  is  exercised  by  a  Govern- 
ment bureau  we  can  not  expect  the  same  amount  of  consideration  for 
business  conditions  as  the  railroads  would  have  been  justified  in  exer- 
cising if  they  had  had  the  power. 

Senator  Cummins.  Just  a  moment.  I  want  to  clear  up  the  under- 
standing. The  Government  has  spent,  you  say,  something  like  a 
billion  one  hundred  million  dollars? 

Mr.  Thom.  No;  I  did  not  say  they  had  expended  that.  That  is 
their  program. 

Senator  Cummins.  And  that  is  to  be  charged  up  to  the  railroads? 

Mr.  Tho:m.  To  capital  account;  yes. 

Senator  Cuimmins.  You  do  not  "claim  that  they  could  do  that  in 
the  future,  do  vou — that  the  Government  could  do  that  in  the  future? 
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Mr.  Thom.  I  do  not  claim  they  would ;  but  if  you  extend  this  law, 
I  do  not  see  any  reason  why,  if  it  is  valid,  they  could  not. 

Senator  Cummins.  They  could  not,  simply  for  this  reason :  That 
part  of  the  law  says  "  The  President  may  also  make  or  order  any 
carrier  to  make  additions,  betterments,  or  road  extensions,  and  to 
provide  terminals,  motive  power,  cars,  and  other  equipment  necessary 
or  desirable  for  war  purposes,  or  in  the  public  interest,  on  or  in  con- 
nection with  the  property  of  the  carriers."  Then  it  says,  "  He  maj^ 
from  said  revolving  fund  advai\ce  to  such  carrier  all  or  any  part," 
and  so  on.  Now,  you  do  not  construe  that  to  mean  that  after  the  war 
closes  a  carrier  can  be  made  to  pay  for  this  equipment,  do  you?  You 
do  not  think  that  is  a  continuing;  power  ? 

Mr.  Thom.  I  think  it  is,  Senator;  not  with  respect  to  war  pur 
poses,  but  for  anything  '•  in  the  public  interest."    War  purposes,  of 
course,  have  disappeared ;  but  the  other  one,  of  course,  continues. 

Senator  La  Follbtte.  It  survives. 

Mr.  Thom.  Yes. 

Senator  Cummins.  I  had  not  so  construed  that  law. 

Mr.  Thom.  Is  not  that  the  proper  construction,  when  your  atten- 
tion is  called  to  it?  Does  he  not  have  continuing  power,  if  this  law  is 
continued  for  five  years,  to  order  a  carrier  to  make  any  purchases 
that  he  may  see  fit  "  in  the  public  interest"? 

Senator  Cummins.  Maybe  that  is  so. 

The  Chairman.  Does  it  not  sav  so? 

Senator  McLean.  The  next  paragraph  provides  that — 

Any  loss  claimed  by  any  carrier  by  reason  of  any  such  additions,  betterments, 
or  road  extensions  so  ordered  and  constructed  may  be  determined  by  agree- 
ment between  the  President  and  such  carrier:  failing  such  agreement,  the 
amount  of  such  loss  shall  be  ascertained  as  provided  in  section  3  hereof. 

You  think  that  does  not  apply  to  depreciation  in  the  value  of  the 
equipment  purchased? 

Mr.  Thom.  In  the  contract  which  has  been  offered  us  by  the  admin- 
istration it  is  provided  that — 

No  loss  shall  be  claimed  by  tlie  company  and  no  money  shall  be  due  to  it 
in  respect  to  such  additions,  betterments,  road  extensions,  terminals,  motive 
power,  cars,  or  other  equipment  mentioned  in  this  paragraph  upon  the  ground 
thnt  the  nctunl  cost  thereof  at  the  time  of  construction  or  acquisition  was 
greater  than  under  other  max'ket  and  commercial  conditions ;  and  for  the  pur- 
pose of  determining  such  controversy,  the  amount  paid  for  any  additions,  bet- 
terments, road  extensions,  terminals,  motive  power,  cars,  or  other  equipment 
shall  be  deemed  the  fair  and  reasonable  cost  thereof,  and  shall  be  taken  as  the 
basis  for  such  determination. 

Now,  I  w  ant  to  go  back  to  this  series  of  questions  which  have  been 
asked  me  about  the  exercise  of  this  power,  but  I  want  now  to  digress 
sufRcientl}'  to  make  my  position  with  respect  to  this  matter  clear. 

Senator  McLean.  What  matter?    The  contract? 

Mr.  Thom.  Yes;  what  I  have  just  read  from  the  contract.  I  do 
not  think  that  the  Government's  attitude  about  that  is  illogical.  If 
it  is  our  duty  to  purchase  this  equipment  and  to  make  these  additions 
and  betterments,  if  Congress  had  the  right  to  say  that  we  should 
have  a  continuing  duty  notwithstanding  Federal  control,  then  1 
think  that  the  Government  naturally  might  take  the  position  that 
the  whole  burden  of  the  price  of  that  should  fall  upon  the  carriers. 
If  it  was  their  duty  to  supply  additions  and  betterments,  if  Congress 
had  a  right  to  sav  that.  Congress  had  a  right  to  say  also  that  they 
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should  supply  it,  if  it  is  necessary  to  buy  it  at  war  prices.  I  think  it 
was  a  harsh  thing  to  do ;  I  think  that  it  was  a  thing  that  neither  this 
committee  nor  the  House  committee  intended,  because  the  House  com- 
mittee, and  the  Senate  committee  practically  also,  said :  "As  some  of 
such  extensions  will  be  made  for  war  purposes,  and  will  cost  more 
than  their  value,  dui'ing  peace  times,  the  right  of  the  company  to  have 
a  just  proportion  of  this  compulsory  investment  paid  by  the  Govern- 
ment is  protected."  Now,  both  committees  said  that  we  were  face  to 
face  with  the  policy  that  we  mnst  bear  the  entire  burden  of  war  prices, 
logical  as  I  have  said  from  the  standpoint  of  the  imposition  of  a  duty, 
but  harsh,  as  it  seems  to  me,  as  the  imposition  of  a  burden  that  was 
necessarily  a  burden  created  by  the  needs  of  the  whole  people,  and 
we  ought  not  to  have  been  required  to  bear  all  the  expenses  of  the  war 
additions  to  our  properties. 

To  revert  now  to  your  question  about  these  orders  for  additions 
and  betterments  and  for  equipment:  I  will  ask  j^ou  to  recall  what 
I  have  heretofore  stated  on  that  subject.  I  have  not  stated  that  these 
purchases  were  excessive;  I  have  not  stated  that  the  additions  and 
betterments  which  were  ordered  were  excessive;  but  I  have  claimed 
two  things  about  them,  one  is  that  granting  that  every  order  was 
justified,  that  a  need  existed  for  everything  that  was  ordered,  rather 
there  vras  a  certain  latitude  of  business  judgment  as  to  the  exact 
moment  that  these  things  should  be  undertaken;  and  the  second  is 
that  we  can  not  contemplate,  without  a  feeling  of  great  alarm,  the  con- 
tinuation of  that  power  for  an  additional  period  of  five  years. 

I  have  not  alloA^  ed  myself  here,  and  I  have  not  allowed  myself  else- 
where, to  get  into  a  critical  or  impatient  attitude  of  mind  toward  the 
Railroad  Administration.  I  have  realized  the  immensity  of  their 
problems :  I  have  realized  the  great  ability  that  they  have  exhibited  in 
meeting  them,  but  I  have  not  been  oblivious  to  the  tremendous  power 
which  it  was  found  necessary  to  repose  in  them  for  war  purposes; 
and  my  appeal  to  you  here  to-day  is  that  it  is  not  necessary,  in  a  time 
of  profound  peace,  to  continue  those  enormous  and  destructive 
powers. 

Senator  La  Follette.  Mr.  Thom.  what  proportion  of  the  $1,175,- 
000,000  was  actually  delivered  ?  What  portion  of  the  contracts  were 
executed  ? 

Mr.  Thom.  I  can  give  you  that.  Senator. 

Senator  La  Follette.  Just  approximately. 

Mr.  Thom.  The  amount  authorized  from  January  1  to  November  10, 
1918,  chargeable  to  capital  account,  in  addition  to  those  chargeable 
to  operating  expenses,  was  $1,175,848,883.  The  expenditures  from 
January  1,  1918,  to  September  30,  1918 — that  is,  a  month  and  10 
days  short  of  these  authorizations — was  $403,864,950. 

Senator  La  Follette.  Now,  as  to  the  balance  of  the  authorizations, 
will  those  authorizations  be  subject  to  scaling  down  to  peace-time 
prices  ? 

Mr.  Thom.  No  ;  not  in  many  cases.  We  have  brought  to  the  atten- 
tion of  the  Railroad  Administration,  since  the  armistice  was  declared, 
the  desirability  of  canceling  as  many  of  those  orders  as  we  could,  and 
we  met  with  very  cordial  cooperation  in  that  theory,  and  I  am  sure 
they  undertook  to  do  all  that  they  could  in  that  respect.  Of  course, 
we  can  not  scale  down  to  peace  prices  on  any  that  we  can  not  counter- 
mand, but  whatever  could  be  countermanded  of  this  amount  that  I 
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am  telling  you  about,  Judge  Lovett,  who  was  in  charge  of  this  depart- 
ment, showed  every  purpose  and  inclination  that  he  would  do  it.  Thii 
extent  to  which  he  has  done  it,  I  can  not  tell  you. 

Senator  La  Follette.  You  do  not  know  approximately  to  what  ex- 
tent that  has  been  done  or  what  has  been  accomplished  in  that 
direction  ? 

Mr.  Thom.  No,  I  do  not;  but  I  have  personally  had  conferences 
with  him  on  this  subject  which  you  have  brought  out,  and  have  laid 
before  him  that  this  seemed  to  me  to  be  a  period  for  building  back 
to  a  return  of  these  properties,  and  that  no  more  of  those  expenditures 
than  were  beyond  recall  and  were  absolutely  necessary  should  be  con- 
tinued; and  I  have  found  him  very  responsive  to  that  thought,  and 
I  am  sure  that  they  have  done  all  they  could  in  that  direction. 

Senator  Pomerene.  Up  to  date  what  proportion  has  been  can- 
celed ? 

Mr.  Thom.  I  can  not  tell  you.    I  do  not  know  what  that  is. 

The  Chairman.  May  I  ask  you,  Mr.  Thom,  if  any  of  these  pur- 
chases of  rolling  stock  or  general  equipment  are  not  necessary  dur- 
ing peace  times?  That  is,  is  the  present  rolling  stock  and  equip- 
ment sufficient  to  adequately  meet  the  demands  of  the  country  imme- 
diately now  ? 

Mr.  Thom.  Senator,  that  question  anticipates  a  branch  of  the 
argument  which  I  will  make  hereafter.  Of  course,  one  of  our 
problems  is  the  uncertainties  of  the  readjustment  period.  We  do  not 
know  how  business  is  going  to  respond;  we  do  not  know  how  it 
is  going  to  be  transferred  from  one  carrier  to  another;  we  do  not 
know  whether  a  period  of  idle  cars  is  coming.  That  is  one  of  the 
problems  I  want  to  discuss  here  in  connection  with  the  proposal 
to  return  the  properties  at  once,  without  preparation,  and  therefore, 
with  your  permission,  I  will  postpone  my  answer  until  I  get  to  that 
part  of  my  statement. 

The  Chairman.  Very  good. 

Mr.  Thoim.  Now,  I  think  it  fair  to  say  that  there  has  been  no 
tendency  observed  on  the  part  of  the  Railroad  Administration — 
and  as  long  as  human  nature  is  left  there  probably  will  be  none 
observable — to  throw  onto  the  Government  any  part  of  these  costs 
as  an  initial  measure. 

Senator  Coimmins.  You  will  recall  that  Mr.  McAdoo  said  he 
thought  the  $200,000,000  deficit  this  year,  or  last  year,  ought  to  be 
paid  out  of  the  General  Treasury  ? 

Senator  Kellogg.  I  think  he  corrected  that,  and  later  said  he 
thought  it  ought  to  be  paid  out  of  profits. 

Mr.  Thom.  That  is  a  matter  of  operation. 

Senator  Kellogg.  I  understood  him  to  say  that  it  ought  to  be 
taken  out  of  the  profits  for  next  year. 

Mr.  Thom.  Whatever  it  is  it  is  a  deficit  in  operation. 

Senator  Cummins.  He  said  that  it  should  not  be  made  up  by  an 
increase  of  rates. 

Mr.  Thoini.  Whatever  the  figure  is  and  whatever  the  policy  in 
respect  to  it  is,  we  must  bear  in  mind  that  that  is  a  question  of  opera- 
tion. It  has  no  bearing  upon  the  question  of  capital  expenditures, 
to  which  I  am  addressing  my  remarks.  The  question  to  which  I 
am  addressing  myself  now  is  the  necessary  and  serious  effect  upon 
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the  indebtedness  of  these  carriers  on  capital  account  of  these  tre- 
mendous purchases  made  at  war  prices;  and  I  have  tried  to  bring 
to  your  attention  the  seriousness  of  our  problem  when  I  show  you 
that  as  offsetting  that  great  indebtedness  there  is  a  disappearing 
asset,  and  which  will  probably  disappear  to  the  extent  of  $800,000,000 
out  of  the  $1,175,000,000  dollars  involved— two-thirds  of  it. 

The  Chairman.  Mr.  Thom,  if  the  railroads  are  forced  to  assume 
that,  it  would  ultimately  be  reflected  in  the  rate  structure,  would  it 
not — that  additional  indebtedness? 

Mr.  Thom.  We  do  not  know.  That  is  for  some  other  governmental 
body  to  determine.  We  have  an  opinion,  which  doubtless  your  ques- 
tion indicates  you  have,  that  that  is  so ;  but  then  that  raises  the  ques- 
tion of  whether  or  not  the  users  of  transportation  should  for  all  time 
be  paying  interest  on  that  capital  charge,  which  was  incurred  not  for 
their  benefit  but  for  war  purposes.  That  presents  a  very  serious 
problem. 

The  Chairman.  You  could  not  say  it  was  not  for  their  benefit.  It 
was  used  for  the  general  benefit  under  war  conditions.  The  reason  I 
asked  you  that  question  is  that  Mr.  McAdoo  said  here  frankly  that  the 
reason  he  raised  the  rates  25  per  cent  was  for  the  purpose  of  taking 
care  of  the  necessary  increase  in  wages.  Therefore  it  was  a  tax  on 
the  general  shipping  of  the  country  in  order  to  offset  the  loss  that 
would  be  incurred  in  paying  wages;  and  I  thought  perhaps  that  some 
effort  would  be  made  to  absorb  this  additional  expense  by  a  still 
further  increase  of  rates. 

Mr.  Thom.  Well,  every  increase  of  rates  antagonizes  the  shipping 
public,  and  we  can  hardly  look  with  unconcern  upon  a  situation  that 
will  involve  us  in  untold  increases  of  rates. 

Senator  Cummins.  Do  you  not  think  you  are  protected  by  that  part 
of  the  law  which  provides  that  any  loss  claimed  by  any  carrier  by 
reason  of  any  such  additions,  betterments,  or  road  extensions,  so  or- 
dered and  constructed,  may  be  determined  by  agreement  between  the 
President  and  such  carrier,  and  failing  such  agreement  the  amount  of 
such  loss  shall  be  ascertained  as  provided  in  section  3  ? 

Mr.  Thom.  Senator,  I  was  about  to  discuss  that,  and  I  would  like 
for  you,  as  a  lawyer,  to  put  yourself  in  my  position,  and  assume  that 
you  are  confronted  with  a  capital  charge  from  which  there  is  no 
escape  for  your  client,  and  to  be  told  that  you  can  go  into  the  Court 
of  Claims  and  reimburse  yourself  for  that  amount,  with  the  remedy 
an  appropriation  by  Congress.  How  good  a  remedy  would  you  con- 
sider that  ? 

Senator  Cummins.  It  depends  on  how"  much  confidence  you  have 
in  Congress. 

Mr.  Thom.  I  am  asking  you  how"  much  you  have.  I  am  asking 
you  to  put  yourself  in  my  jDosition,  and  to  say  how  far  litigation  is 
a  remedy  for  any  wrong  or  a  basis  for  the  enjoyment  of  any  right; 
and.  moreover,  whether  or  not  that  difficulty  is  enhanced  when  there 
is  no  execution  possible,  and  the  railroads  would  have  to  go  and  say 
to  Congress,  "  We  need  an  appropriation  to  pay  these  debts." 

Senator  Cummins.  My  real  answer  to  your  inquiry  is  that  I  think 
you  have  quite  as  much  reason  for  confidence  in  Congress  as  I  have. 

Mr.  Thom.  I  am  sure  I  have,  and  I  am  sure  we  both  have  great 
confidence. 
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The  Chairman.  Along  certain  lines. 

Mr.  Thom.  But  I  do  not  believe  that  Congress  falls  over  itself  to 
make  appropriations  to  pay  debts  to  railroads.  I  believe  that  Con- 
gress is  a  body  of  man}^  minds;  it  is  a  delil)erative  body;  it  is  con- 
trolled by  many  conflicting  and  divergent  forces;  and  a  man  who 
starts  in  to  get  an  appropriation  to  pay  a  private  debt  is  not  always 
on  a  bed  of  roses.  He  sometimes  fails.  Perhaps  the  records  of 
Congress  would  indicate  how  appropriations  have  been  considered  by 
manj'  of  you  gentlemen  to  be  entirely  justified,  but  the  united  mind 
of  Congress  has  not  seen  fit  to  make  the  appropriation. 

Senator  Cummins.  This  world  is  not  intended  to  be  a  bed  of  roses. 

Mr.  Thom.  No;  that  is  so.  But,  seriously,  I  think  we  must  all 
agree  that  a  right  dependent  upon  litigation,  to  be  first  carried  to  the 
courts,  with  all  their  delays,  with  economic  questions  to  be  tried, 
which  in  themselves  are  broader  and  less  definite  than  other  rights, 
and  with  your  remedy,  after  5'ou  have  been  awarded  damages  by  the 
courts  below,  made  dependent  upon  an  appropriation  by  Congress,  is 
hardl}'  an  offset  for  tlie  right  to  make  us  give  a  note  for  a  debt. 

Senator  Cummins.  My  question  was  really  intended  to  call  for  an 
answer  upon  this  subject,  whether  the  law  will  permit  you  to  recover 
from  the  Government  the  loss  you  may  sustain  by  reason  of  the  high 
price  or  high  cost  of  these  additions  and  betterments? 

Mr.  Thom.  My  understanding  of  the  contract  is  that  there  was  a 
great  difference  of  opinion  as  to  what  that  law  provided.  I  took  your 
view,  that  the  law^  did  provide  for  it.  but  we  were  confronted  with 
the  necessity  of  agreeing  to  the  interpretation  of  that  law  in  the  con- 
tract. 

Senator  Cummins.  It  excludes  that  idea? 

Mr.  Thom.  Yes. 

Senator  Cummins.  I  did  not  know  that. 

Mr.  Thom.  I  read  it  a  moment  ago.  If  you  will  look  at  section  8 
of  the  contract,  you  will  see  it. 

The  Chairman.  Just  read  that  particular  provision  of  the  con- 
tract again. 

Mr.  Thom.  There  are  two  provisions — paragraph  b  and  para- 
graph c  of  section  8.  I  will  read  the  provisos  of  both  of  them,  be- 
cause they  are  both  related  to  the  same  subject.  Section  8  of  the  con- 
tract contains  the  provisions  intended  to  carry  out  that  portion  of  the 
law  you  have  just  mentioned.  It  is  headed  "  Claims  for  losses  on  ad- 
ditions, etc."  The  first  paragraph  of  section  8  provides  for  notice 
to  the  carrier  of  additions  and  betterments  that  are  ordered  by  the 
Railroad  Administration.  The  second  one  provides  what  we  shall  do 
with  respect  to  any  claim  that  we  may  have  for  loss.  And  section  B, 
as  a  whole,  reads  as  follows: 

(b)  Any  clnim  of  the  company  for  loss  acoriiins  to  it  by  reason  of  expendi- 
tures for  additions  and  betterments  made  to  the  property  of  the  company  dur- 
injr  Federal  control  in  connection  with  or  as  a  part  of  the  work  of  maintaining, 
repairing,  and  renewing  the  company's  property  and  chargeMble  under  the  ac- 
counting rules  of  the  commission  iu  force  December  31,  1917,  to  investment  in 
road  and  equipment,  except  such  expenditures  as  are  incurred  in  connection 
with  the  replacement  of  buildings  and  structures  iu  new  locations,  may  be  ter- 
minated by  agreement  between  the  Director  General  and  the  company,  or  fail- 
ing such  agreement  as  to  the  fact  or  amount  of  such  loss,  the  questions  at  issue 
may,  upon  the  application  of  either  party  at  any  time  after  the  filing  of  the 
statement  of  claim  hereinafter  referred  to,  be  ascertained  in  the  manner  pro- 
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vided  in  section  o  of  Uie  FtMloi'ul  control  act:  Provided,  hoircver,  That  no  loss 
shall  ho  claimed  hy  the  company  and  no  money  shall  he  due  to  it  in  respect  of 
such  additions  ami  hetterments  upon  the  ground  that  the  actual  cost  thereof  at 
the  time  of  construction  was  greater  than  under  other  market  and  commercial 
conditions;  and  for  the  pui'pose  of  determining  such  controversy  the  amount 
paid  for  any  addition  or  hetterment  shall  be  deemed  the  fair  juid  reasonable 
cost  there  and  shall  he  taken  as  the  basis  for  such  determination. 

That  is  as  far  as  it  is  necessary  to  read  in  order  to  brin^v  out  that 
idea. 

Now,  the  next  one,  paragraph  c,  reads  as  foUows: 

(c)  Any  claim  of  th(>  company  for  loss  accruing  to  it  by  reason  of  any  addi- 
tions and  hetterments  which  are  not  made  in  connection  with  or  as  a  part 
of  the  work  of  maintaining,  repairing,  and  renewing  the  company's  property, 
or  accruing  to  it  in  connection  with  maintenance  in  the  replacement  of  build- 
ings and  structures  in  new  io(ations,  or  by  reason  of  road  extensions,  terminals, 
motive  power,  cars,  or  other  equipment  made  to  or  provided  for  the  property 
of  the  company  during  Federal  control,  may  be  determined  by  agreement  be- 
tween tlie  Diri>ctor  General  and  the  corapuny,  or,  failing  such  agreement  as 
to  the  fact  or  amount  of  such  loss,  may,  by  proceedings  instituted  not  later  than 
six  months  after  the  end  of  Federal  control,  be  ascertained  in  the  manner  pro- 
vided in  section  3  of  the  Federal-control  act:  Provided,  hoivever.  That  no  loss 
shall  he  claimed  by  the  company  and  no  money  shall  be  due  to  it  in  respect  of 
such  additions,  betterments,  road  extensions,  terminals,  motive  power,  cars,  or 
otlier  equipment  mentioned  in  this  paragraph  upon  tlie  ground  that  the  actual 
cost  thereof  at  the  time  of  construction  or  acquisition  was  greater  tlian  under 
other  market  and  conunercial  conditions. 

And  so  forth. 

Senator  Ci'mmins.  Are  you  reading  from  a  contract  that  has  been 
signed,  or  is  this  a  general  form? 

Mr.  Thom.  This  has  been  signed  by  some  of  the  roads,  and  it  is  the 
general  .standard  form  of  contract  that  has  been  authorized. 

Senator  Cummins.  I  understood  that  there  had  been  a  great  deal  of 
CQ(ntroversy  about  that  phase  of  the  contract,  and  that  it  had  not 
been  agreed  to  by  many  of  the  roads. 

Mr.  Trioar.  Ever}'  contract  that  has  been  signed  has  that  in  it. 

The  Chairman.  The  hour  of  12  o'clock  having  arrived,  the  com- 
mittee will  adjourn  until  to-morrow  morning  at  10  o'clock,  at  which 
time,  Mr.  Thom,  you  will  appear  again. 

Mr.  Thom.  Yes. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
Wednesday,  January  15,  1919,  at  10  o'clock  a.  m.) 
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WEDNESDAY,    JANUARY    15,    1919. 

United  States  Senate, 
Comjniittee  on  Interstate  Commerce. 
The  committee  met,  pursuant  to  adjourmnent,  at  10  o'clock  a.  m.. 
Senator  Ellison  D.  Smith  presiding. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Thom,  you 
may  continue  your  statement. 

STATEMENT   OF  MR.   ALFRED  P.   THOM— Resumed. 

Mr.  Thom.  Mr.  Chairman  and  gentlemen,  yesterday  I  endeavored 
to  emphasize  the  objections,  from  the  standpoint  of  the  carriers,  to 
Mr.  McAdoo's  proposal  for  a  five-year  extension,  by  attempting  to 
outline  the  effect  of  the  power  contained  in  section  6  of  the  act  over 
the  credit  of  the  carriers.  I  had  before  me  then  a  table  which  brought 
the  capital  expenditures  authorized  by  the  Railroad  Administration 
up  to  November  10,  1918. 

Since  then  I  have  been  furnished  with  a  statement  showing  the 
amount  of  the  authorized  expenditures  on  capital  account  for  the 
carriers  brought  up  to  December  1,  1918. 

On  November  10,  1918,  the  amount  authorized,  in  round  numbers, 
was  $1,175,000,000.  Bv  December  1.  1918—20  davs  later— it  had 
gone  up  to  $1,254,000,000. 

Without  in  any  way  criticizing  or  calling  in  question  any  of  these 
capital  expenditures,  except  those  involved  in  the  arbitrary  alloca- 
tion of  equipment — because  I  have  not  sufficient  acquaintance  with 
the  details  of  these  expenditures  to  know  whether  they  are  fairly 
the  subject  of  criticism — I  use  those  figures  to  indicate  the  immensity 
of  the  power  to  be  exercised  by  the  Government,  against  the  judg- 
ment and  without  the  consent  of  the  carriers,  to  load  them  up  in 
one  year — in  11  months  of  one  year,  now — to  the  extent  of  a  billion 
and  a  quarter  of  dollars. 

The  Chairman.  Mr.  Thom,  may  I  ask  you  a  question  right  there? 

Mr.  Thom.  Certainly. 

The  Chairman.  Did  or  did  not  the  Railroad  Administration  ask 
the  different  railroad  corporations  to  indicate  to  it  what  amounts 
of  expenditures  were  essential  before  it  entered  into  the  expenditure 
of  this  enormous  amount  that  aggregates  this  eleven  hundred  mil- 
lion dollars? 

Mr.  Thom.  They  asked  them  for  a  budget. 

The  Chairman.  Can  you  state  to  the  committee  what  that  budget 
was — how  much  it  aggregated? 
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Senator  Underwood.  I  did  not  exactly  understand  you,  Mr.  Thorn. 
Did  you  say  that  the  Raih-oad  Administration  asked  the  railroads 
for  a  budget? 

Mr.  Thom.  For  a  budget;  yes,  sir.  In  the  table  which  I  have 
before  me  here,  to  the  1st  of  December,  1918,  the  figures  do  not 
appear,  which  do  appear  in  that  respect  on  the  table  here  to  Novem- 
ber 10,  1918.  The  amount  of  the  budget  on  additions  and  better- 
ments, excluding  equipment,  was  $433,000,000,  and  the  Railroad  Ad- 
ministration added  between  fifty -two  million  and  fift} -three  million 
dollars. 

The  Chairman.  And  that  was  for  what  items? 

Mr.  Thom.  For  what? 

Mr.  Chairman.  Yes.  Was  that  to  cover  the  entire  needs  of  the 
roads,  that  would  be  charged  to  capital  account? 

Mr.  Tho]\i.  Some  of  it  was  charged  to  capital  account,  and  some 
of  it  was  charged  to  operating  expenses,  apparently,  from  this  paper. 

Senator  Townsend.  What  did  you  put  in  for  betterments? 

Mr.  Thom.  The  amount  authorized  up  to  December  1,  1918,  for 
additions  and  betterments,  chargeable  to  capital  account,  was 
$1,254,396,158. 

Senator  Townsend.  That  is  what  you  asked  for? 

Mr.  Thom.  No. 

Senator  Townsend.  I  asked  you  what  you  asked  for — what  did 
tlie  railroads  ask  for? 

Mr.  TiioM.  I  read  that  the  budget  figure  was  $433,000,000  up  to 
November  10,  1918,  for  additions  and  betterments,  excluding  equip- 
ment; to  which  the  Government  added  $52,825,000. 

Senator  Townsend.  Now,  what  did  you  ask  for  equipment?  You 
excluded  equipment. 

Mr.  Thom.  Yes;  I  excluded  equipment. 

Senator  Townsend.  AVhat  did  you  ask  for  equipment? 

Mr.  TiiOM.  The  amount  of  equipment  that  was  included  in  these 
budgets  was  $486,000,000;  and  the  Railroad  Administration  added 
six  and  one-half  millions. 

The  Chairman.  As  I  understand  it,  then,  the  total  of  what  you 
{'.sked  for  equipment  and  improvements  aggregated  something  like 
$900,000,000? 

Mr.  Thom.  $941,000,000;  and  they  added  to  it  sixty-one  million 
four  hundred  and  seventy-one  thousand,  up  to  November  10,  1918. 

Senator  McLean.  AVas  that  budget  based  on  prevailing  prices  or 
war  prices? 

Mr.  Thom.  The  budget  was  a  suggestion  of  what  should  be  ob- 
tained. But  I  Avant  to  draw  this  distinction :  It  was  not  supposed, 
when  that  budget  was  asked  for,  that  the  Railroad  Administration 
was  going  to  depart  froin  the  jiolicy  indicated  in  the  reports  of  the 
conniiittees  of  both  Houses  of  Congress — that  the  Government  was  to 
own  the  equipment. 

Now,  I  want  to  make  myself  clear  on  this  point:  I  am  not  attack- 
ing these  figures.  For  the  purposes  of  my  argument,  every  one  of 
these  expenditures  might  have  been  necessary  and  might  have  been 
justified.  I  am  saying,  however,  that  whether  they  were  necessary 
at  the  time,  and  whether  they  were  justified,  is  a  matter  naturally  ad- 
mitting of  a  difl'erence  of  judgment,  and  that,  under  the  plan  of  this 
act,  there  is  no  place  for  the  judgment  of  the  railroads;  there  is  no 
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power  of  preventing  these  purchases,  but  that  unlimited  power  is 
conferred  upon  the  Government  to  make  them  over  the  protest  of  the 
carriers.  Now,  granting  that  they  were  all  justified;  granting  that 
the  judgment  of  the  Railroad  Administration  was  wisely  exercised,  1 
still  call  your  attention  to  these  figures  to  show  the  enormous  power 
that  vests  in  the  Government  over  the  credit,  and,  therefore,  over  the 
very  life  of  these  instrumentalities  of  commerce. 

Senator  Kellogg.  More  particularly  as  to  the  proposed  five-year 
extension  ? 

Mr.  Thom.  Yes.  And  now  I  want  to  ask  you,  having  called  your 
attention  to  that  immense  power,  whether  Avisely  or  unwdsely  exer- 
cised, what  is  the  meaning  of  that  power,  if  you  extend  the  Govern- 
ment's control  of  these  instrumentalities,  with  no  modification  of  that 
power,  for  an  additional  period  of  five  years?  What  sums  are  in- 
volved? The  Director  General  of  Railroads  testified,  or  wrote  in  his 
letter  to  your  committee,  that  at  least  $500,000,000  a  year  would  be 
necessary  for  the  five  years  in  order  to  create  the  additions  and  bet- 
terments that  were  needed  in  the  public  interest.  If  these  figures  are 
any  indication,  instead  of  its  being  $500,000,000  a  year,  it  will  be  in 
the  neighborhood  of  a  billion  and  a  half  dollars  a  .vear  for  the  five 
years,  because  here  are  expenditures  aggregating  $1,254,000,000  in  11 
months. 

Now,  without  criticizing  the  exercise  of  the  judgment  or  the  discre- 
tion of  the  Railroad  Administration,  I  ask  you  to  pause  and  consider 
for  a  moment,  from  the  standpoint  of  the  stability  and  value  of  these 
properties,  what  a  continuation  for  five  3^ears  of  a  pow-er  which  has 
resulted  in  11  months  in  authorizing  an  indebtedness  against  these 
railroads  of  a  billion  and  a  quarter  of  dollars  may  mean  ?  What  will 
be  possible  in  the  five  years  no  man  can  foresee. 

Therefore,  on  that  ground  alone,  on  the  ground  of  the  power  that 
it  gives  to  a  governmental  agency,  without  any  check  in  the  way  of 
the  consent  of  the  persons  who  are  to  pay  the  bill,  without  any  require- 
ment of  assent  or  consent  from  these  carriers,  who  are  to  oAve  this 
money,  to  extend  that  power  now  for  five  years,  and  to  put  it  in  the 
hands  of  a  man  who  may  be  designated  by  the  President  and  who 
need  not  be  confirmed  by  the  Senate,  we  can  not  look  upon  the  pro- 
posal with  unconcern. 

Senator  Townsend.  Let  me  ask  you  a  question  right  there,  Mr. 
Thorn,  because  I  do  not  quite  understand  it:  Your  budget  provided 
for  $950,000,000;  that  is  to  say,  the  railroads  recommended  an  ex- 
penditure of  $950,000,000  for  additional  equipment  and  betterments ; 
and  the  Railroad  Administration  expended  $1,200,000,000  ?    . 

Mr.  Tpiom.  You  have  got  the  dates  a  little  mixed.  Senator.  I  read 
from  two  statements.  The  statement  that  I  first  read  from  yesterday 
brought  the  figures  up  to  November  10,  1918,  only.  Thig  morning  I 
brought  it  up  to  December  1,  1918;  and  you  Avere  remembering  one 
figure  from  the  statement  of  November  10,  1918,  and  another  figure 
from  the  statement  of  December  1,  1918.  Now,  the  figures  on  the 
same  statement  are  these :  The  amount  of  the  budgets,  including 
equipment,  was  $941,000,000.  The  amount  chargeable  to  capital  ac- 
count alone,  outside  of  the  amounts  that  go  into  operating  expenses, 
for  the  same  period  was  $1,175,848,000. 

The  Chairman,  That  was  for  the  same  length  of  time? 
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Mr.  Thom.  Yes ;  for  the  same  length  of  time. 

The  Chairman.  The  Government's  expenditures  and  what  you 
asked  for  combined? 

Mr.  TiiOM.  Yes. 

Senator  Townsend.  In  that  recommendation,  of  whatever  date  it 
was,  in  your  budget  of  $941,000,000,  do  you  think  that  that  was  a 
proper  amount  for  the  Raih'oad  Administration  to  expend  on  these 
properties? 

Mr.  Thom.  I  do  not  know.  I  am  using  these  figures  merely  to 
indicate  the  extent  of  the  power ;  and  I  am  not  criticizing  the  Rail- 
road Administration  for  these  expenditures,  because  I  am  not  well 
enough  versed  in  the  needs  of  the  railroads  to  do  that. 

Senator  Townsend.  They  had  a  right  to  rely  upon  your  suggestion 
that  that  amount  would  be  necessary,  did  they  not? 

Mr.  Thom.  I  do  not  know  how  that  budget  was  made  up.  I  do 
not  know  whether  it  was  made  up  by  the  boards  of  directors  or  by 
the  Federal  managers,  or  how.  But  what  I  am  getting  at  is  merely 
to  call  attention  to  the  enormous  amounts  involved. 

Senator  Townsend.  I  understand  that  very  well;  but  there  was 
another  thing  that  occurred  to  me,  and  that  is  that  you  were  com- 
plaining, as  I  gathered,  that  too  much  money  had  been  expended; 
that  too  much  of  a  burden  had  been  placed  upon  the  railroads  ? 

Mr.  Thom.  I  tried  to  exclude  that  idea  from  the  argument  alto- 
gether. I  do  not  know,  outside  of  the  arbitrary  allocation  of  equip- 
ment, whether  too  much  money  has  been  spent  or  not;  and,  for  the 
purposes  of  my  argument,  I  consider  that  immaterial.  What  I  do 
consider  to  be  material  is  that  you  gentlemen,  in  considering  the  ques- 
tion of  an  extension  for  five  years,  ought  to  understand  what  is 
involved  in  the  way  of  power. 

Senator  Pomeeene.  Mr.  Thom,  while  we  are  discussing  those  fig- 
ure, let  me  ask  you  this :  You  gave  yesterday  and  to-day  certain  totals 
of  contracts  authorized,  including  certain  totals  of  betterments  and 
extensions.  Is  there  any  objection  to  incorporating  those  tables,  in 
their  entirety,  in  the  record? 

Mr.  Thom.  None  at  all,  sir. 

Senator  Pomerene.  Then  I  wish  that  might  be  done  so  that  we  may 
have  them  for  analysis. 

The  Chairman.  Without  objection,  they  will  be  incorporated  ir 
the  record. 

(The  tables  above  referred  to  appear  in  full  below  as  follows:) 
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IMr.  Thom,  Now,  all  that  is  in  reference  to  only  one  of  the  features 
of  a  power  so  extensive  and  so  far-reaching  that  we  can  not  con- 
template, with  unconcern,  the  extension  of  it  for  five  years. 

Senator  Cummins.  Mr.  Thom,  your  point,  as  I  gather,  is  that  a 
power  of  that  kind,  if  it  can  be  justified  at  all,  can  only  be  justified 
by  the  exigencies  of  war? 
"  ^Ir.  Thom.  That  is  it  exactly.  Now  it  is  proposed,  in  a  period  of 
profound  peace,  to  extend  that  power  which  will  mean  or  may 
mean,  depending  upon  the  way  in  which  it  is  exercised,  that  instead 
of  the  capital  indelDtedness  of  these  comipanies  standing  where  it  is 
to-day,  at  the  end  of  five  years  it  may  be  six  or  seven  billions  of 
dollars  greater,  and  that  without  the  exercise  of  a  scintilla  of  the 
discretion  or  the  judgment  of  the  boards  of  directors  of  the  com- 
panies with  respect  to  it. 

The  Chairman.  Mr.  Thoia,  may  I  ask  you  one  other  question 
there  ? 

Mr.  Thom.  Yes,  sir. 

The  Chairman.  Is  that  eleven  hundred  and  odd  million  dollars 
actually  expended  and  charged  to  capital  account,  or  is  that  the 
total  of  what  has  been  expended  plus  what  has  been  authorized  ? 

Mr.  Thom.  It  is  not  all  expended.  The  tables  which  have  just 
been  introduced  show  what  has  been  expended  of  that  eleven  hundred 
and  se^-enty-five  million  dollars;  but  what  has  not  been  expended 
has  been  authorized  and  has  been  treated  ns  a  capital  charge. 

The  Chairman.  Has  there  been  any  disposition,  since  the  armis- 
tice, on  the  part  of  the  part  of  the  administration,  to  modify  those 
authorizations? 

Mr.  Thom.  If  you  will  recall.  Senator,  that  question  was  discussed 
yesterday,  and  I  stated  to  you  then  that  I  had  observed  in  the  ad- 
niinistration  of  the  office  by  Judge  Lovett  that  there  was  a  purpose 
to  cancel  every  obligation  that  they  could  cancel,  to  make  as  few 
new  conmiittals  as  possible,  and  to  deal  with  the  matter  in  a  very 
considerate  and  jifbt  way.  Now,  who  is  going  to  be  the  director  of 
capital  expenditures  for  the  next  five  years?  What  he  will  do  will 
be  a  matter  of  his  polic}^  And  discussing,  as  I  want  you  gentlemen 
to  understand  that  I  am  discussing,  this  n.iatter  all  the  time  from  the 
standpoint  of  that  power,  and  not  from  the  standpoint  of  past  abuse 
of  power,  can  any  man  charged  with  the  responsibilities  of  these 
properties  look  except  with  alarm  upon  a  power  which,  if  exer- 
cised by  the  Government,  carries  no  burden  to  the  Government,  for 
which  there  is  no  discretion  reposed  in  these  carriers,  and  when  the 
carriers  have  to  bear  all  the  burdens  ? 

The  Chairman.  Did  I  understand  you  to  say  "past  abuse"  or 
"past  use  of  power"? 

]Mr.  Thom.  I  say  I  am  discussing  it  without  reference  to  the  ques- 
tion of  past  abuses  of  power.  I  am  discussing  it  from  the  standpoint 
of  the  existence  of  the  power  and  what  it  may  mean. 

Senator  Watson.  How  do  you  distinguish  between  that  power 
and  the  power  that  you  propose  to  vest  in  the  man  who  is  to  be 
"Secretary  of  Transportation"  in  the  Cabinet? 

Mr.  Thom.  There  is  no  such  power  as  that  contemplated  for  him, 
but  I  will  discuss  that  when  I  come  to  it. 

Senator  Watson.  You  have  not  reached  that  yet? 
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Mr.  TuoM.  No ;  not  at  all. 

Senator  AVatson.  Very  well. 

Mr.  Thom.  I  am  discussing  now,  Senator — you  were  not  here  yes- 
terday— the  alternative  proposals  of  the  Director  General  of  Rail- 
roads to  extend  this  period  for  five  years  or  to  return  the  roads  in 
the  immediate  future  to  the  carriers.  I  am  now  discussing  that  en- 
tirely, and  I  have  not  come  to  our  proposal  at  all. 

Senator  Watson.  Very  well. 

Mr.  Thom.  Now,  reverting  still  to  the  question  of  the  five-year 
extension,  I  have  indicated  to  you  the  extent  of  the  power  that  it  is 
proposed  to  exercise  over  the  credit  of  these  carriers.  Let  us  now 
come  to  another  aspect  of  the  matter. 

Senator  Pomere^e.  May  I  ask  you  a  question  in  that  connection? 

Mr.  TiioM.  Yes. 

Senator  Pomerene.  Does  this  fact  have  any  influence  on  your  judg- 
ment: That  in  this  proposition  to  extend  Government  control  for 
five  years  the  country  is  left  totally  in  the  dark  as  to  whether  that 
means  ultimate  Government  ownership  or  a  return  of  these  properties 
in  their  then  condition,  whatever  that  may  be,  to  the  present  owners? 

Mr.  Tiio^M.  Yes;  I  want  to  advert  to  that,  Senator,  a  little  later,  if 
you  will  permit  me. 

Senator  Pomerene.  Yes. 

Mr.  Thom.  To  bring  back  the  connection,  you  will  recall  that  I 
have  suggested  the  matter  merely  from  the  standpoint  of  the  power 
to  be  extended  for  a  period  of  five  years  of  profound  ]3eace  over  the 
vital  thing  of  the  credit  of  these  carriers.  Now,  T  wish  to  advert  to 
the  power  that  it  is  proposed  to  give  for  this  period  of  five  years  of 
profound  peace  over  the  business  of  these  carriers. 

Senator  Cummins.  Before  you  go  to  that,  I  have  had  it  in  my  mind 
ever  since  yesterday,  really,  to  ask  you  why  did  the  railroads  agree, 
under  section  6,  that  the  loss  or  damage  Avhich  might  occur  to  the 
i-ailway  companies  should  not  be  considered  by  'the  Government — 
why  did  you  surrender  that  claims  right?  I  do  not  express  any 
opinion  myself;  but  why  did  you  do  that? 

Mr.  Trro:M.  Senator,  did  3'ou  ever  try  to  negotiate  with  the  Gov- 
ernment ? 

Senator  Cummins.  In  a  way;  yes.  I  have  tried  to  negotiate  at 
times  with  certain  branches  of  the  Government. 

Mr.  Thom.  Well,  it  is  very  little  of  negotiation,  is  it  not?  At  last 
you  have  to  accept  the  final  conclusions  that  they  make,  or  take  what- 
ever course  else  is  open  to  you.  Now.  what  other  course  was  open  to 
us?  When  we  came  to  a  position  of  that  sort  in  these  negotiations 
we  had  to  determine  this  question  :  AYhich  was  best  for  these  railroads, 
to  accept  the  final  proposal  of  the  Government  on  these  subjects  or  to 
go  to  the  Court  of  Claims  for  our  compensation?  That  was  the  situa- 
tion. Now,  if  we  went  to  the  Court  of  Claims,  naturally  we  would 
reach  no  conclusion  in  the  case  of  these  one  hundred  and  seventy  odd 
carriers  within  the  lifetime  of  this  generation.  When  we  finally  got 
to  the  Court  of  Claims  and  got  a  judgment  Federal  control  would 
have  been  ended,  the  amounts  which  had  been  derived  from  the  opera- 
tion of  these  roads  would  have  been  turned  into  the  Treasury,  and 
we  would  have  been  relegated  to  an  appropriation  by  Congress. 
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Senator  Cummins.  But  as  I  remember  the  law  of  last  March,  the 
contract  that  you  were  called  upon  to  make,  or  that  the  President  was 
authorized  to  make,  related  to  compensation. 

Mr.  Thom.  No  ;  it  related  to  a  great  deal  more  than  that. 

Senator  Cummins.  It  did  not  relate  to  these  items,  such  as  I  have 
mentioned  ? 

Mr.  Thom.  Oh,  yes. 

Senator  Cummins.  Where  in  that  law  was  the  authority  given  to 
agree  upon  those  points? 

Mr.  Thom.  The  first  section : 

The  President  is  further  authorized  in  such  agreement  to  make  all  other  rea- 
sonable provisions  not  inconsistent  with  the  provisions  of  this  act  or  of  the  act 
entitled  "An  act  making  appi-opriations  for  the  support  of  the  Ainny  for  the  fis- 
cal year  ending  .Tune  30,  1917,  and  for  other  purposes,"  approved  August  29, 1916, 
that  he  may  deem  necessary  or  proper  for  such  Federal  control  or  for  the  deter- 
mination of  the  mutual  rights  and  obligations  of  the  parties  to  the  agreement 
arising  from  or  out  of  such  Federal  control. 

Senator  Cummins.  That  does  not  touch  the  subject  of  compensa- 
tion. That  was  a  right  that  was  given  to  the  President  to  make  ar- 
rangements and  contracts  subsequently? 

Mr.  Thom.  Senator,  put  yourself  in  our  place.  The  Congress  did 
not  say  that  the  President  must  pay  us  the  average  of  the  three  years, 
but  that  was  the  maximum;  and  whenever  there  was  a  difference  on 
a  contract  provision,  if  a  question  arose,  how  that  would  affect  his 
decision  of  the  question  of  how  much  he  would  pay.  Our  position 
w^as  not  a  strong  one  under  this  act  for  negotiation.  There  were  so 
many  ways  in  which  we  could  be  destroyed ;  and,  at  last,  we  had  to 
balance  the  advantages  and  the  disadvantages  of  the  proposition, 
taken  as  a  whole.  Now,  under  those  circumstances  we  had  to  accept 
many  provisions  of  the  contract  which  we  did  not  approve  and  which 
we  earnestly  protested  against.  There  is  this  to  be  said,  however,  for 
what  you  are  now  talking  about.  If  Congress  had  the  power,  not- 
withstanding the  fact  that  these  carriers  were  no  longer  operating 
these  roads,  to  require  them  to  make  additions  and  betterments  to 
their  properties,  needed  for  war  or  for  public  purposes,  then  it  would 
have  the  power  to  require  that  to  be  done  at  the  prices  which  they 
wonld  have  to  pay  to  do  it ;  and  the  argument  is  not  without  force 
that,  as  to  those  of  these  improvements  that  would  have  been  neces- 
sary if  Fedei^l  control  had  not  ensued,  the  carriers  would  have  had 
to  buy  whatever  was  necessary  at  war  prices,  so  that  the  proposition 
that  we  should  bear  the  war  prices  of  what  was  deemed  necessary — I 
mean  to  say,  what  was  ultimately  found  by  the  courts  to  be  necessary 
for  us  to  do — was  not  without  some  force. 

Now,  we  reserved  the  power,  in  the  provision  to  which  you  refer, 
to  object  to  and  to  recover  for  any  improvement  which  would  not  be 
useful  to  us  in  time  of  peace;  but  if  it  would  be  useful  to  us  in  time 
of  peace,  if  it  was  an  improvement  which  ought  to  have  been  put 
upon  the  property,  the  argument  is  not  without  force  that  whatever 
it  cost,  obedient  to  the  law  of  Congress,  we  should  bear.  There  is 
some  force  in  that  argument.  At  any  rate,  force  or  no  force,  we  were 
confronted  with  it  as  an  ultimatum,  and  Ave  had  to  decide  the  ques- 
tion: Shall  we  take  the  contract  with  that  in  it;  shall  we  endanger 
the  standard  of  our  return :  shall  we  endanger  the  chance  of  making 
any  contract  at  all  and  take  the  risk  of  going  to  the  Court  of  Claims 
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to  get  any  compensation  for  these  properties  when  we  shall  have  lost 
possession  of  them? 

Senator  Cummins.  What  you  say  leads  to  the  conclusion  that  the 
administration  declined  to  make  any  contract  with  you  respecting 
compensation  unless  you  Avaived  the  claim  for  loss  on  account  of 
these  betterments  and  extensions? 

Mr.  Thom.  They  did  not  put  it  in  the  words  you  are  putting  it  in, 
but  they  said,  "  This  is  what  we  must  have  in  a  contract." 

Senator  Cummins.  I  can  not  quite  understand  that,  because,  of 
course,  the  President  was  not  authorized  to  do  anything  contrary  to 
the  law,  which  governed  him  anyhow,  in  this  respect  if  in  no  other, 
that  the  loss  claimed  by  reason  of  any  such  additions,  betterments,  or 
road  extensions,  may  be  determined  b}'  agreement  between  the  Presi- 
dent and  such  carrier?  That  loss  could  not  possibly  be  ascertained 
until  after  the  additions  had  been  made,  and  after  the  condition  at 
a  subsequent  time  had  been  ascertained. 

Mr.  Thom.  Not  until  Federal  control  was  over  could  it  be  ascer- 
tained, but  we  could  not  get  an  admission  of  that  proposition. 

Senator  Cummins.  I  am  not  saying  that  there  would  be  any  loss 
on  account  of  high  prices  for  construction  or  material,  but  I  can  not 
possibly  see  how  it  could  properly  find  its  way  into  a  contract  for 
compensation  made  before  the  control  had  ceased. 

Senator  Kellogg.  May  I  make  a  suggestion,  Senator? 

Senator  Cummins.  Certainly. 

Senator  Kellogg.  Section  6  says  that  the  President  may  make,  or 
order  any  carrier  to  make  any  additions,  betterments,  etc.;  and  the 
same  section  says  that  any  loss  claimed  by  any  carrier  arising  from 
any  such  additions,  betterments,  or  road  extensions,  so  ordered  and 
constructed,  may  be  determined  by  agreement  between  the  President 
and  such  carrier.  Now,  as  they  were  making  a  contract  covering 
compensation  had  not  the  President  full  authority  to  say,  "  You  must 
waive  that  loss  or  we  will  not  make  a  contract  with  you  ?  " 

Senator  Cummins.  I  doubt  that  very  much. 

Mr.  Thom.  I  think  it  would  be  very  interesting  to  you,  Senator, 
if  you  could  get  a  file  of  these  various  proposals  for  a  contract  which 
marked  the  period  between  the  21st  or  March,  when  this  act  became 
a  law,  and  the  time  when  the  Director  General  promulgated  what  he 
was  willing  to  do.  When  we  presented  our  draft  of  contract,  we  pre- 
sented it  in  the  language  of  the  law  on  this  subject  that  you  are  now 
talking  about.  We  did  not  modify  it ;  but  we  had  gradually  to  come 
to  the  conclusion,  first,  of  whether  we  would  have  a  contract  or  would 
go  to  the  Court  of  Claims.  And  we  saw  no  remedy  in  the  Court 
of  Claims ;  we  saw  nothing  but  ruin  if  we  went  to  the  Court  of  Claims. 
Even  the  President  had  the  authority  not  to  give  us  90  per^  cent  of 
the  estimated  compensation,  if  he  saw  fit.  There  was  no  limit  to  his 
power  over  our  destinies,  and  when  we  came  to  a  provision  of  the 
contract  which  we  did  not  approve  and  which  we  would  like  to  have 
rejected,  we  were  met  with  the  problem,  Is  the  Government's  ad- 
herence to  this  proposition  final,  and  does  it  mean  that  if  we  do  not 
accept  we  must  go  to  the  Court  of  Claims ;  or  can  we  still  carry  on 
the  negotiations  to  make  the  thing  better?  Now,  we  had  to  decide 
those  questions  time  after  time,  and  after  many  instances  of  final 
ultimatum,    we    went    again    to    the    proposition    and    obtained    an 
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improvement.  But  here  was  a  point  which  we  could  not  get  be- 
yond  

Senator  Cummins  (interposing).  I  can  understand  your  position 
if  the  Government  assumes  the  attitude  that  it  would  not  make  any 
contract  for  compensation  unless  this  particular  matter  was  included 
in  it.  I  can  understand  that ;  but  I  can  not  very  well  understand  it 
if  that  provision  could  have  been  excluded  and  you  were  given  your 
option  to  go  to  the  Court  of  Claims  upon  that  or  to  make  a  contract. 

Mr.  Thom.  You  may  rest  assured,  Senator,  that  we  did  the  very 
best  we  could  about  that  proposition — the  very  best  we  could;  at 
least,  the  best  we  thought  we  could. 

Senator  Underwood.  Mr.  Thom,  I  am  not  very  much  interested  in 
what  happened  in  the  past,  during  the  war,  in  this  and  many  other 
things,  except  as  a  guide  to  the  future,  because,  of  course,  we  took 
many  chances ;  and  I  am  in  thorough  accord  with  the  view  that  you 
express,  that  it  is  very  dangerous  to  give  unlimited  power  to  one 
man  without  any  checks  and  balances  to  protect  the  interests  of  the 
public  which  are  involved.  But  I  want  to  ask  you  this  question 
about  these  contracts:  The  expenditures  that  the  Director  General 
has  put  on  the  railroads  as  charges  have  undoubtedly  been  greater 
than  the  railroads  carried  before  the  war — very  largely  greater — but 
is  not  their  condition,  from  a  war  standpoint,  better  than  if  the  Gov- 
ernment had  not  taken  them  over,  even  with  all  that  was  done? 

Mr.  Thom.  That  is  a  matter  of  opinion.  Senator,  and  I  do  not  think 
that  I  know  enough  of  the  railroad  situation  to  answer  it  definitely. 
I  have  always  believed  that  it  was  a  wise  thing  for  the  President  to 
take  over  these  railroads  under  the  conditions. 

Senator  Underwood.  I  mean  that  when  you  balance  the  books  on 
the  war  conditions — that  is  no  part  of  what  we  have  got  to  consider 
to-day,  except  where  it  throws  light  on  the  future — the  rates  on  all 
the  roads  were  materially  increased ;  your  earning  capacity,  so  far  as 
one  side  of  the  ledger  is  concerned,  has  been  materially  increased  by 
Government  control,  and  that  would  have  been  difficult  of  accomplish- 
ment if  the  roads  had  been  under  private  control,  I  take  it.  On  the 
other  hand,  it  may  be  said  that  your  expenditures  largely  increased, 
especially  in  the  amount  that  you  had  to  pay  for  labor;  but  as  war 
conditions  came  on  and  the  cost  of  living  increased  the  railroads 
would  have  been  practicallj'^  driven  to  increase  the  wage  scale,  would 
they  not,  anyhow,  in  war  times? 

Mr.  Thom.  They  might  have  been. 

Senator  Underwood.  Now,  balancing  the  ledger  from  that  stand- 
point, the  fact  that  you  did  get  an  increase,  and  a  large  increase,  in 
rates,  and  then,  on  the  other  hand,  that  the  expenditures  were  largely 
increased  by  reason  of  war  conditions,  and  taking  the  whole  lialance 
on  the  ledger,  were  not  the  railroads  better  off  by  having  the  Govern- 
ment carry  them  through  this  war  period  than  if  we  had  left  them 
in  private  control,  from  a  financial  standpoint? 

Mr.  Thom.  As  I  stated  before,  I  always  approved  the  President's 
taking  them  over  for  public  reasons.  I  am  not  complaining  at  all, 
and  I  hope  you  will  not  understand  me  as  complaining,  of  what  has 
been  done  in  the  administration  of  these  properties,  except  in  the  one 
particular  of  arbitrary  allotment  of  equipment.  I  am  not  complain- 
ing in  any  other  respect,  but  I  am  trying  to  indicate  whether  or  not 
that  control  ought  to  be  extended  for  five  years  of  peace. 
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Senator  Underwood,  I  think  it  is  a  very  sound  argument,  from 
the  standpoint  of  the  public,  that  to  put  a  vast  power  in  the  hands 
of  one  man  to  exercise  arbitrarily  is  a  dangerous  thing  in  a  republic. 

Senator  Cummins,  My  questions  were  only  intended  to  develop 
how  dangerous  the  power  is,  in  view  of  the  remedies  that  are  provided 
for  in  the  act  itself. 

Mr,  Thom.  That  is  a  very  proper  angle  from  which  to  view  the  sub- 
ject, it  seems  to  me,  Senator. 

Now,  as  I  said,  I  have  discussed  yesterday  and  this  morning  the 
question  of  the  extent  of  this  power  over  the  credit  of  the  carriers. 
I  wish  now  to  call  attention  to  the  extent  of  the  power  over  the 
business  of  the  carriers  during  the  proposed  five  years. 

One  of  the  elements  of  value  to  each  individual  carrier  is  its  good 
will,  speaking  in  general  and  not  very  accurate  or  scientific  terms — • 
the  iDUsiness  it  has  been  able  to  attract  to  itself.  The  management  of 
one  railroad  will  so  address  itself  to  the  good  will  of  the  public  that 
it  will  receive  patronage.  Everybody  knows  that  that  is  a  matter  of 
substance  and  a  matter  of  value  to  that  road.  Now,  what  will  become 
of  all  that  business  in  five  years?  Will  there  be  an  opportunity  of 
returning  at  the  end  of  five  years  the  thing  you  got,  with  its  liccom- 
paniment  of  earning  capacity  and  relation  to  industry,  or  will  there 
not  be  an  entirely  dislocated  and  destroyed  relationship  to  industry 
in  another  five  years?  And  take  organization.  There  is  a  gentleman 
sitting  in  this  room  now  who  said  upon  this  witness  stand  last  January 
that  he  had  much  rather  have  his  road  returned  to  him  without  rails, 
if  you  would  give  him  his  organization,  than  with  rails  if  you  were 
to  take  away  his  organization. 

Organization  means  capacity  to  efficiently  perform  the  service. 
If  you  give  men  notice  that  for  five  years  these  roads  are  to  be  out 
of  the  hands  of  their  owners,  how  will  the  owners  keep  their  organ- 
izations together  ?  Young  men  of  ambition  are  not  going  to  cut  five 
years  out  of  their  lives  on  an  uncertainty  as  to  whether  they  will 
have  any  relationship  to  the  subject  matter  to  which  they  have 
been  devoting  their  attention,  at  the  end  of  that  time ;  they  will  seek 
other  avenues  of  employment,  and  it  will  be  impossible,  at  the  end 
of  five  years,  for  these  railroads  to  be  in  position  to  take  back,  with 
an  efficient  organization,  the  properties  when  you  return  them  to 
them.  So  that,  whether  you  consider  it  from  the  standpoint  of 
credit  and  debts;  whether  you  consider  it  from  the  standpoint  of 
business,  or  Avhether  you  consider  it  from  the  standpoint  of  organ- 
ization, the  proposal  is  to  radically  alter,  if  not  destroy,  the  subject 
matter  you  took  away,  and  to  return  something  else. 

Senator  Townsend.  To  what  extent,  Mr.  Thorn,  has  the  Railroad 
Administration  retained  the  present  organizations? 

Mr.  Thom.  They  have  retained  a  great  many  or  a  great  deal  of  the 
present  organizations,  up  to  a  certain  level ;  but,  in  most  cases,  the 
managing  men,  such  as  the  presidents  and  people  charged  with  that 
kind  of  responsibility,  have  been  displaced. 

Now,  let  me  ask  you  one  other  question :  Leaving,  now,  the  aspect 
of  this  matter  as  it  addresses  itself  to-  the  interests  of  the  railroads, 
let  me  ask  you  to  turn  your  attention  for  a  moment  to  what  will  be 
the  attitude  of  the  public  and  of  Congress  at  the  end  of  five  years  in 
respect  to  the  return  of  these  roads?  You  will  be  confronted  then 
with  immense  debts  to  the  Government  from  these  carriers,  the  ex- 
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tent  of  wliicli  I  have  tried  here  to  indicate.  You  will  be  confronted 
then  with  an  entirely  altered  system  of  transportation,  to  which  the 
public  Avould  have  adapted  itself.  You  will  have  created  your  own 
organization.  How  does  that  affect  the  problem  of  what  you  shall 
do?  Suppose  the  amount  of  indebtedness  which  has  been  created  by 
the  Government  for  the  carriers  to  the  Government  should  be  of 
such  magnitude  that  the  only  way  you  could  deal  with  the  subject 
Avould  be  to  take  the  assets  in  order  to  collect  the  debt?  In  other 
words,  will  not  this  experiment  of  five  years,  which  has  been  advo- 
cated here,  coerce  Congress  into  a  decision  upon  the  question  of 
<  Government  ownership,  not  based  upon  the  comparative  advantages 
if  Government  ownershij)  and  private  ownership,  but  based  on  a 
iinancial  necessity  which  has  grown  up  out  of  an  extended  Federal 
control?  I  think  Ave  all  must  admit  that  this  great  issue  of  Govern- 
ment ownership  must,  in  the  public  interest,  be  determined,  not  by 
accident,  but  on  the  merits:  not  as  the  result  of  some  unforeseen 
U'D vernmental  policy  in  the  past,  but  on  the  merits  of  whether  or  not 
it  is  best,  as  a  permanent  policy,  for  this  Government;  and  yet,  at  the 
end  of  five  years,  with  from  two  and  a  half  billions  of  dollars,  as 
the  Director  General  has  estimated,  up  to  seven  billions  of  dollars,  as 
the  actual  figures,  if  carried  on  for  the  five  years,  w^ould  indicate,  Con- 
lii'ess  may  have  to  decide  that  momentous  question,  not  on  its  merits, 
l>nt  on  the  issue  of  whether  or  not  it  is  the  best  wav  of  collecting  a 
del)t. 

Now,  I  would  like  to  turn  ni}^  attention  for  a  moment  to  the  ques- 
tion of  the  constitutional  power  of  the  Government  to  make  this  ex- 
tension in  time  of  peace.  It  is  proposed  by  the  Director  General 
that  Congress  shall  take  these  roads  for  the  purpose  of  experimenta- 
tion, to  experiment  with  reference  to  a  future  conclusion  as  to  what 
^ill  be  found  to  be  a  pro]:>er  system  of  regulation.  When  we  seek  for 
the  basis  of  the  exercise  of  such  a  power  by  Congress  in  times  of  peace, 
"VN'e  must  find  it  alone  in  the  commerce  clause.  That  clause  gives  to 
■Congress  the  right  to  regulate  commerce,  "  Regulation "  is  the 
adoption  of  a  rule  of  conduct — the  establishment  as  to  commerce  of 
the  rules  of  conduct  under  which  it  shall  be  conducted.  It  is  an 
immense  power  when  it  involves  dealing  with  private  property.  I 
think  it  is  a  sound  constitutional  proposition  to  say  that  before 
private  property  is  taken  as  a  part  of  the  regulation  of  commerce  the 
congressional  mind  must  at  least  be  made  up  as  to  the  regulation  it 
intends  to  adopt.  It  must  have  determined  that  this  thing  must  be 
regulated;  the  congressional  mind  must  have  become  satisfied  as  to 
the  system  of  regulation  that  it  intends  to  put  into  operation.  I 
think  we  all  must  admit  that  there  is  a  fundamental  difference  be- 
tween experimentation  and  regulation ;  that  the  condition  of  the  con- 
gressional mind  must  be  different  wdien  it  enters  upon  a  program  of 
experimentation  than  when  it  enters  upon  a  program  of  regulation. 
AVith  the  safeguards  thrown  around  property  by  the  fifth  amend- 
ment, the  power  to  deal  with  it  under  other  articles  of  the  Consti- 
tution must  be  clear  in  order  to  be  valid. 

Now.  without  Congress  having  determined  on  a  system  of  regula- 
tion, with  Congress  expressly  saying  that  it  has  not  determined  on  a 
system  of  regulation,  does  there,  under  the  commerce  clause,  exist 
a  power  to  enter  upon  a  system  of  experimentation?  Of  course,  the 
argument  is  that  this  is  regulation  for  the  five  years ;  that  it  is  tem- 
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porary  regulation;  but  that,  it  seems  to  me,  confuses  the  distinction 
between  a  s^^stem  of  experimentation  to  end  in  five  years  and  a  sys- 
tem of  regulation  which  Congress  has  determined  on  to  exist  for 
five  years  or  more. 

Let  me  bring  the  matter  concretely  to  your  attention:  Suppose 
you  translated  into  a  congressional  act  the  purpose  and  the  policies 
that  have  been  urged  upon  you  by  the  Director  General,  and  you  say, 
upon  the  face  of  your  act,  "  Congress,  not  being  advised  as  to  how 
to  regulate  commerce,  but  deeming  it  wise  to  find  out,  institutes  for 
five  years  a  system  of  experimentation,  in  respect  to  that  matter, 
after  which  it  will  make  up  its  mind  how  to  regulate  commerce." 

Now,  that  is  the  proposal  here.  There  is  not  one  word  that  I  have 
put  in  there  that  has  not  been  uttered  from  this  witness  chair. 

Senator  Pomerene.  That  does  not  quite  accurately  state  the  propo- 
sition. The  proposition  is  not  that  we  will  take  the  railroads  for 
five  years,  but  that  at  that  time  they  will  begin  to  make  up  their 
minds  as  to  what  they  will  do. 

Mr.  Thom.  Yes,  sir;  I  accept  the  amendment.  Suppose  you  were 
to  put  that  kind  of  an  act  on  your  statute  books ;  suppose  you  were  to 
put  into  legislative  language  the  suggestion  and  the  reasons  for  the 
suggestion  that  has  been  made  here,  and  declare  to  the  world  that 
that  is  your  purpose  ?  How  long  do  you  suppose  that  it  would  take 
the  Supreme  Court  to  distinguish  between  that  experimentation  and 
the  regulation  of  commerce? 

There  is  another  view  which  it  seems  to  me  we  ought  to  consider 
in  connection  with  that  matter.  The  proposal  here  is  to  take  these 
roads  for  five  years,  for  a  rental:  to  compensate  the  OAvners  by  a 
rental  for  five  years.  When  rental  is  paid  for  the  taking  of  property 
the  idea  is  necessarily  involved  that  you  can  return  the  thing  yoii 
took.  If,  by  the  very  nature  of  your  process  you  alter  ihe  thing  you 
took,  you  modify  and  change  its  value,  and  you  can  not  return  it  to 
the  owner,  the  rental  can  not  pay  for  it.  Now,  what  does  this  pro- 
posed experimentation  involve?  It  does  not  involve  the  rental  of  a 
iDuilding,  where  you  pay  for  its  use:  it  involves  not  only  your  rental 
of  this  property,  but  your  rental  of  its  credit.  What  you  take  is  not 
only  the  physical  properties,  but  you  take  the  financial  management,, 
and  for  a  period  of  five  years  you  are  exercising  the  power  not  only 
over  the  physical  properties,  but  over  the  credit  of  the  carriers,  and. 
at  the  end,  instead  of  your  being  able  to  return  the  physical  proper- 
ties that  you  take,  and  which  your  rental  is  su]")poscd  to  pay  for.  you 
return  them  loaded  up  with  an  avalanche  of  debt,  created  at  your  dis- 
cretion, and  in  which  the  carriers  had  no  right  or  power  of  protest 
or  objection.     But  you  do  not  only  do  th;it 

Senator  Cummins  (interposing).  Mr.  Thom,  before  you  go  on  witl"t 
that,  I  recall  that  you  suggested  yesterday  a  difference  between  taking 
property,  such  as  the  railroads,  and  a  building  that  may  be  said  to  be 
permanent  in  its  character.  But  there  is  another  point  there:  Sup- 
pose the  Government  wanted  to  take  a  building,  or  the  use  of  a  build- 
ing, to-day,  and  we  will  assume  that  the  fair  rental  value  of  that 
building  to-day  was  a  thousand  dollars  a  year.  How  long  could  the 
Government  take  the  use  of  that  property  upon  the  value  of  the  pres- 
ent moment? 
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Mr.  Thom.  Exiyctly.  That  is  a  veiy  valuable  contribution,  Sena- 
tor. In  other  woijds,  it  must  be  a  changing  amount,  if  it  is  to  be  just 
compensation,  if  the  value  is  changed  meanwhile. 

Senator  CuMJ.tiNS.  The  value  of  the  use  might  rise  or  might  fall. 

Mr.  Thom.  Exactly. 

Senator  Cummins.  And  I  have  been  in  very  grave  doubt,  in  con- 
sidering the  taking  of  the  use  of  property,  instead  of  the  property 
itself,  as  to  whalt  length  of  time  the  Government  could  take  the  use, 
paying  the  value  of  that  use  ascertained  as  of  the  time  of  taking. 

Mr.  TiiOM.  Exactly.  I  think  that  is  a  very  substantial  suggestion. 
!Now,  passing  on,  from  that  point 

Senator  KfxlogCx  (interposing).  Before  you  leave  that  point,  let 
me  ask  you  this : :  Do  you  believe  that  under  the  clause  of  the  Consti- 
tution that  priva(.e  property  shall  not  be  taken  for  public  use  without 
just  compensatioui  the  Government  has  a  right,  as  Senator  Cummins 
said,  to  take  priv^ite  property — the  possession  of  it— and  to  use  it,  and 
to  merely  pay  a  rental  on  it  for  an  indefinite  time,  or  for  any  time 
beyond  the  necessities  of  a  great  emergency  in  times  of  war? 

Mr.  Thom.  That  is  just,  as  I  understand,  another  way  of  stating 
Avhat  Senator  Cuuimins  has  said ;  and  I  have  stated  that  I  regard  that 
as  an  exceedingly  substantial  thought  in  connection  with  this  matter. 

Senator  Kellogo.  The  Supreme  Court  has  determined,  has  it  not, 
that  an  act  which  takes  a  man's  property  without  making  provision 
for  compensation  is  in  itself  unconstitutional? 

Mv.  TiioM.  Undoubtedly. 

Senator  Underwood.  In  the  last  analysis  it  comes  to  the  court  to 
determine  whether  just  compensation  can  be  paid  by  way  of  rental 
or  by  "way  of  payment  for  the  fee  ? 

Mr.  Thom.  I  am  waiving  the  general  propositions  brought  out  by 
these  questions,  and  I  am  taking  this  particular  one  in  order  to  come 
to  the  conclusion  which  I  think  is  in  your  mind.  Senator  Underwood, 
from  the  questions  you  have  heretofore  asked.  In  addition  to  taking 
the  i^hysical  property  and  the  control  over  the  credit  of  these  carriers 
for  five  years,  they  likewise  take  control  over  the  business  of  these 
properties  and  over  the  organizations  of  these  properties.  Mani- 
festly the  consequences  of  taking  control  of  the  credit,  of  taking 
control  of  the  business,  and  of  taking  control  of  the  organization, 
project  the  period  of  Government  interference  with  that  property 
beyond  the  actual  numtber  of  years  for  which  it  was  taken.  They 
carry  it  beyond  that.  The  interference — which  means  the  taking — is 
not  in  this  class  of  prop>erty,  as  it  may  be  with  respect  to  others,  con- 
fined to  the  five-year  term ;  it  projects  itself  beyond.  Now  how  far 
does  it  project  itself?  Ifs  any  man  around  this  table  wise  enough  to 
say?  And  if  that  be  sc),  then,  in  this  class  of  property,  when  you 
take  it  in  time  of  peace  jfor  a  given  period,  the  consequences  of  that 
taking  go  so  far  into  the  tfuture  that  you  can  not  be  satisfied  that  you 
will  be  able  to  determine  it  by  taking  anything  less  than  a  fee. 

Senator  Cummins.  ThAt  leads  me  to  inquire  what  provision  is 
there  in  your  contract  far  compensation  or  reparation  for  loss  of 
business  ?  \ 

Mr.  Thom.  Nothing,  because  that  was  not  made  possible  by  the 
act  of  Congress.  If  we  hail  tried  to  get  that,  we  would  have  had  to 
go  to  the  Court  of  Claims.  V  Your  provision  was  that  whatever  they 


462  EXTENSION    OF    GOVEENMENT    CONTROL   OF   EA.ILROADS. 

took  should  not  be  paid  for  at  more  than  a  certain  figure,  and  there- 
fore when  we  got  that  figure  we  got  all  that  the  President  was 
authorized  to  give  us.  Now,  it  seems  to  me,  therefore,  that  in  con- 
nection with  this  question  of  extending  this  time  you  are  met  with 
the  very  serious  problem  of  whether  it  will  not  involve,  when  we 
come  to  compensation,  the  payment  for  these  properties  in  fee. 

Now,  you  say,  "  But  all  that  happened  under  this  Federal-control 
act."  Yes,  but  it  happened  while  this  country  was  at  war,  and  I 
appeal  to  that  fact  as  to  the  attitude  of  these  carriers  in  respect  to 
raising  none  of  these  questions,  which  were  as  fresh  in  our  minds 
then  as  they  are  now,  as  an  indication  of  their  cooperative  spirits- 
intending  to  stand  by  this  Nation  and  to  throw  no  obstacles  in  its 
way  while  it  was  engaged  in  this  fearful  world  conflict. 

Senator  Underwood.  It  has  not  been  decided  yet,  except  where  the 
carriers  made  contracts  and  eliminated  the  question  as  to  whether 
taking  over  in  war  times  must  be  paid  for  by  a  rental  or  a  fee? 

Mr.  Thom.  No;  that  has  not  been  decided  yet;  at  least  that  point 
has  not  been  raised. 

Senator  Underwood.  By  the  contracting  carriers? 

Mr.  Thom.  It  has  not  been  raised  by  the  contracting  carriers,  who 
are  representative  of  the  largest  carriers  in  the  country.  Therefore  it 
seems  to  me,  and  we  respectfully  submit,  that  from  Avhatever  stand- 
point you  consider  this  proposal  to  extend  this  period  for  five  years 
it  cannot  be  sustained. 

Now,  what  is  the  alternative?  The  alternative  proposal  is  to 
return  these  carriers  at  once,  or  practically  at  once,  to  their  owners. 
Can  any  considerate  man  fail  to  recognize  the  fact  that  a  vast  change 
has  been  created  in  world  affairs,  extending  to  every  department  of 
industry,  by  the  results  of  this  war?  What  is  to  be  the  basis  of 
doing  business  in  the  future?  Is  any  man  ht^re  wise  enough  to 
state  what  that  basis  will  be?  The  Government  itself  recognizes 
that  there  is  a  period  of  readjustment  necessary  in  bringing  men 
back  to  the  arts  of  peace,  and  when  you  discharge  men  from  the  Army 
there  is  a  governmental  effort  made  to  secure  for  them  work  in  peace- 
ful avocations.  War  industry  has  been  protected  by  the  establish- 
ment of  war  industry  departments  of  the  Government,  which  are 
busily  engaged  in  trying  to  determine  how,  Avithout  shock,  industry 
may  be  led  back  into  the  old  peaceful  avenues  of  business  affairs. 

Why  should  that  effort  at  rearrangement,  that  policy  of  read- 
justment, that  time  of  preparation,  be  denied  ^alone  to  the  railroads? 
Have  they  no  problems  to  meet  in  this  reavdjusted  world  of  busi- 
ness? Can  they  go  back  to  the  old  systems  and  to  the  old  condi- 
tions? If  so,  they  stand  alone  in  the  whole  world  of  industry.  Nor 
is  their  problem  the  same  that  it  was  when  they  were  taken  over. 
It  has  been  found  necessary  to  vastly  increa/se  the  scale  of  their  op- 
erating expenses.  When  they  come  back  into  the  hands  of  their  own- 
ers, they  come  back  with  that  load  of  increased  expenses  upon 
them.  They  must  have  some  way  of  providing  for  it.  What  is 
the  extent  of  that  load?  The  operating  ; ratio — what  is  known  to 
railroad  people  as  "operating  ratio'' — is  the  percentage  of  expense- 
to  earnings.  The  operating  ratio  of  the  ra  ilroads  for  the  year  ended 
June  30,  1915,  was  70.3  per  cent;  the  operating  ratio  for  the  year 
ended  June  30,  1916,  was  65.4  per  cent;  the  operating  ratio  of  the 
year  ended  June  30,  1917,  was  67.5  per  cent.    In  1918.  the  operating 
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ratios  by  months  have  been  these :  January,  94,97  per  cent ;  February, 
89.96  per  cent ;  March,  77.46  per  cent 

Senator  Kellogg.  Rio;ht  there,  let  me  ask  you  if  that  was  not  un- 
doubtedly owing  very  largely  to  the  condition  of  the  weather? 

Mr.  Thom.  In  the  first  part,  perhaps,  but  we  will  come  down  to 
where  the  weather  has  been  better. 

Senator  Kellogg.  I  understand. 

Mr.  Thom.  April,  75.73  per  cent;  May,  75.49  per  cent;  June,  110.62 
per  cent.  Of  course,  that  is  due  to  payment  of  back  wages.  July, 
67.64  per  cent;  August,  71.40  per  cent;  September,  75.92  per  cent; 
October,  78.35  per  cent. 

Senator  Pomerene.  What  is  the  average  for  the  10  months? 

Mr.  Thom.  I  can  not  tell  you  the  average.    I  have  not  got  it  here. 

Senator  Cummins.  A  statement  of  that  has  been  given. 

Senator  Kellogg.  May  I  insert  November  there  ? 

Mr.  Thom.  Certainly.' 

Senator  Kellogg.  November,  80.74  per  cent. 

Mr.  Thom.  Now.  in  October,  1917,  the  operating  ratio  was  67.98 
per  cent:  in  October,  1918,  it  was  78.35  per  cent.  In  November,  1917, 
it  was  73,29  per  cent,  and  in  November,  1918,  what  was  the  figure. 
Senator  Kellogg? 

Senator  Kellogg.  80.74  per  cent. 

Mr.  Thom.  80.74  per  cent,  as  Senator  Kellogg  says. 

Senator  Cummins.  Can  you  tell  the  committee  how  much  the  back 
pay  would  modify  those  results  in  October? 

Mr.  Thom,  No,  Senator ;  I  do  not  know. 

Senator  Cummins.  In  October  and  November? 

Mr.  Thom.  I  suppose  there  is  some  overlap  after  the  month  of 
June,  when  most  of  it  was  paid,  but  I  can  not  imagine  that  it  was 
very  great.     However,  I  have  no  figures  on  that. 

Senator  Cummins.  The  figures  have  been  given  approximately, 
and,  of  course,  ought  to  come  out  of  that. 

Mr.  Thom.  The  point  I  am  making  is  that  the  problem  of  a  rail- 
road, admitting  the  propriety  of  every  one  of  these  expenditures,  and 
admitting  that  they  were  necessary — the  problem  that  confronts 
a  railroad  with  an  operating  ratio  of  78  and  a  fraction  per  cent, 
as  against  the  problem  that  confronted  it  when  it  was  67  and  a  frac- 
tion per  cent,  is  a  very  different  one.  It  means  that  there  is  something 
necessary  to  be  taken  care  of.  It  means  that  there  is  some  time  neces- 
sary to  adjust  yourself  to  that  new  standard  of  expenditure.  You 
can  not  plunge,  without  a  moment's  warning,  with  an  operating- 
ratio  of  78  and  a  fraction  per  cent — 11  per  cent  more  than  for  the 
same  month  of  the  previous  year — into  the  business  world  without 
preparation.  Something  must  be  done  to  take  care  of  that  situation. 
Now,  what  is  taking  care  of  it?  How  is  it  taken  care  of,  even  in 
part  ?    And  whether  it  is  entirely  taken  care  of  I  shall  not  discuss. 

But  what  is  the  existing  condition  that  is  supposed  to  take  care  of 
it?  With  an  expense  account  practically  fixed,  it  has  been  the  plan 
of  the  director  general  to  take  care  of  that  in  the  revenues  and  he 
has  increased  the  rates.  Are  we  to  have  the  benefit  of  those  increased 
rates  when  it  comes  back  to  us?  "What  is  our  reliance  for  the  in- 
creased rates  that  have  been  established  by  the  director  general 
when  the  properties  come  back  to  us?  Is  there  to  be  an  undisturbed 
allowance  by  the  public  of  this  standard  of  rates  which  the  director 
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general  has  fixed?  And  if  there  is  not,  how  can  we  manage  our 
problem?  There  is  a  difference  of  opinion — a  formidable  difference 
of  opinion — among  lawj^ers  as  to  what  becomes  of  the  rates  Avhich 
the  director  general  has  put  into  effect  when  Federal  control  ends. 
Some  lawyers  contend  that  those  rates  will  persist  until  changed, 
the  interstate  rates,  by  the  established  system  of  dealing  with  inter- 
state rates,  and  that  the  State  rates,  until  changed  by  the  State  com- 
missions or  the  State  laws,  will  likewise  persist.  I  shall  not  at- 
tempt to  express  an  incli victual  opinion  on  that  subject,  but  I  will 
give  the  argument  that  we  will  have  to  meet.  It  will  be  said,  Avhen 
a  State  rate  established  by  a  State  statute  or  by  a  State  commission 
is  sought  to  be  enforced  by  a  State  authority,  that  the  effect  of  Fed- 
eral control  was  merely  to  suspend  the  State  laws  and  not  to  abro- 
gate them. 

It  will  be  said  that  the  Federal  control  act  in  the  fourteenth  section 
puts  a  limit  upon  those  rates  Avhen  it  says  that  the  Federal  control  of 
railroads  and  transportation  systems  herein  and  heretofore  provided 
for,  a  part  of  it  being  the  rate  system,  shall  continue  for  and  during 
the  period  of  the  war  and  not  exceeding  21  months  thereafter,  and 
it  will  be  said  that  when  the  Federal  control  act  ceases,  by  its  terms 
the  rates  which  were  put  in  as  a  war  measure  and  as  a  part  of  Fed- 
eral control  fall  with  it.  That  is  what  will  be  said.  It  will  further 
be  said  that  that  has  already  been  determined  by  one  of  the  courts  of 
this  country. 

Senator  Cummins.  You  apply  that  to  interstate  rates  as  well  as 
to  State  rates? 

Mr.  Thom.  Yes ;  I  am  coming  to  that  in  a  moment. 

Senator  Cummins.  Section  15  covers  that. 

Mr.  Thom.  Yes.  This  very  question  has  arisen  in  the  circuit  court 
for  the  State  of  Oregon,  county  of  Baker.  Maybe  you  know  who 
the  judge  was.  Senator  Poindexter. 

Senator  Poindexter.  Was  it  a  State  court. 

Mr.  Thom.  Yes. 

Senator  Poindexter.  No;  I  do  not  recall  now  who  the  present 
judge  is. 

Mr.  Thom.  But,  at  any  rate,  this  opinion  was  delivered  by  him 
and  was  evidently  in  a  case  well  arguecl  and  well  considered. 

Senator  Watson.  When? 

Mr.  Thom.  There  is  no  date  given,  but  it  must  have  been  in  the 
last  year,  because  the  facts  of  the  case  were  these.  Someone  now 
tells  me  that  it  was  in  June,  1918.  The  facts  of  the  case  are  these: 
A  railroad  had  been  taken  under  Federal  control  and  had  subse- 
quently been  surrendered  by  the  Government.  During  the  period  of 
Federal  control  the  director  general  increased  the  rates  on  that  road. 
When  it  came  back  and  Federal  control  as  to  that  road  had  ended, 
then  a  bill  for  an  injunction  was  brought  by  a  shipper,  which  was  a 
sawmill  and  planing  mill  operated  in  Baker,  Oreg.,  to  enjoin  the 
federally  made  rates  of  the  director  general  and  to  insist  that  the 
rates  theretofore  existing,  as  made  by  the  State,  were  the  legal  rates 
and  should  be  paid.  That  raised  the  direct  question.  I  will  not 
read  the  opinion,  but  I  will  read  one  clause  from  it. 

Senator  Cummins.  Is  that  one  of  the  short-line  roads? 

Mr.  Thom.  Yes. 

Senator  Cummins.  Dismissed  on  the  1st  of  Julv? 
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Mr.  Thom.  Yes.  It  might  have  been  dismissed  before  the  1st  of 
July,  but,  anyhow,  it  was  one  of  the  short-line  roads  and  one  that  was 
dismissed  from  Federal  control.  Here  is  the  conclusion  that  the 
court  reaches  on  that  subject: 

When  the  Government  took  control  of  and  operated  tlie  road  and  established 
the  rate  it  should  collect,  the  State  authority  over  the  road  and  the  State  rate 
were  suspended  merely,  and  when  the  control  and  operation  of  the  road  was 
restored  to  the  private  owner,  then,  necessarily,  it  became  subject  to  the  laws 
of  the  State,  and  the  rates  fixed  by  the  State  authority,  under  the  provisions 
of  the  statutes  of  the  State,  the  only  legal  rates. 

Now,  that  was  the  conclusion  that  that  court  reached.  What  will 
be  our  position  if  Federal  control  ends  at  once,  with  this  fixed 
increased  standard  of  operating  expenses  and  with  this  situation 
about  our  rates?  Here  is  the  statute  of  a  State  that  fixes  a  2-cent 
passenger  rate.  The  Director  General  says,  "  It  shall  be  3  cents 
during  Federal  control."  Federal  control  ends.  "  Has  the  director 
general's  act  during  Federal  control  and  for  war  purposes,"  it  will 
be  asked,  "  repealed  the  statute  of  the  State  or  has  it  merely  sus- 
pended it?"  Whatever  may  be  our  conclusions  on  the  subject,  I 
think  we  will  all  admit  that  it  is  a  serious  question.  It  is  a  question 
so  serious  that  the  revenues  of  these  carriers  can  not  with  safety  be 
allowed  to  rest  upon  that  alone.  It  will  at  least  mean  litigation  as 
to  what  is  the  effect  of  ending  Federal  control  over  rates.  Now,  with 
this  enormous  level  of  expense,  can  the  revenues  of  the  carriers  be 
safely  left  to  rest  upon  the  uncertain  outcome  of  litigation?  That 
is -a  question  which  I -think  should  challenge  the  most  serious  atten- 
tion of  gentlemen  with  your  responsibility.  What  is  to  become  of 
this  fabric  during  litigation?  What  is  to  become  of  this  enormous 
body  of  securities  if  the  litigation  be  ended  unfavorably  to  the 
railroads  ? 

Let  us  take  the  State  of  Georgia.  That  State  makes  its  rates  from 
a  Georgia  point  to  a  Georgia  port.  It  is  a  historic  controversy  there, 
and  the  State  has  always  insisted  on  making  those  rates.  They  are 
below  the  level  of  the  interstate  rates.  The  rate,  therefore,  which 
interstate  traffic  bears  in  Georgia  is  the  sum  of  the  water  rate  to  the 
Georgia  port  plus  the  State  rate  from  the  Georgia  port  to  the  Geor- 
gia point.  That  is  how  commerce  can  move  into  Georgia.  Conse- 
quently every  rate  from  New  York,  a  water  point,  to  a  Georgia  point 
by  rail  is  affected  by  that  situation.  Every  rate  from  Chicago,  a 
competing  market  with  New  York,  to  a  Georgia  point  is  affected  by 
that  rate.  And  so.  if  these  State  rates  fall,  if  our  litigation  on  that 
subject  is  unsuccessful  irrespective  of  any  acts  of  the  Federal  Gov- 
ernment directed  to  the  interstate  rates  alone  and  not  related  to  the 
discrimination  of  State  rates  against  interstate  rates — irrespective 
of  any  such  act  as  that — our  fabric  of  rates,  and  consequently  our 
revenues,  tumble  like  a  house  of  cards.  Now,  can  we  look  upon  that 
situation  with  unconcern?  But  more  than  that,  gentlemen,  leaving 
aside  the  question  of  rates  absolutely  and  going  now  to  what  will  be 
the  volume  of  business  under  peace  conditions 

Senator  Cummins    (interposing).  Mr.  Thom,  you  have  not   an- 
swered my  question  as  to  whether  the  same  uncertainty  which  exists 
with  regard  to  the  duration  of  State  rates  established  by  Mr..McAdoo 
exists  with  regard  to  interstate  rates  established  by  him  ? 
117900— 19— VOL  1 30 
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Mr.  Thom.  We  made  some  investigation  of  that  question  yester- 
day afternoon  to  find  out  how  the  interstate  rates  had  been  filed. 
From  the  best  information  we  can  get,  the  interstate  rates  have  been 
filed  by  the  director  general  with  the  Interstate  Commerce  Commis- 
sion in  the  name  of  the  carriers — in  other  words,  in  accordance  with 
the  act  to  regulate  commerce — and  if  that  be  true  those  rates  have 
the  support  not  only  of  the  director  general,  but  of  having  been  put 
in  under  the  act  to  regulate  commerce,  and  may  persist  until  changed 
by  the  Interstate  Commerce  Commission. 

Senator  Watson.  But  the  Interstate  Commerce  Commission  did 
not  have  anything  to  do  with  passing  upon  those  rates? 

Mr.  Thom.  No;  they  did  not  have  to  pass  on  rates  under  the  act 
to  regulate  commerce,  either. 

Senator  Watson.  Certainly  not;  but  I  was  wondering  whether 
they  had  given  their  approval  to  those  rates  or  taken  any  action  in 
regard  to  them, 

Mr.  Thom.  I  suppose,  Mr.  Clark,  that  some  of  the  rates  made  by 
the  director  general  have  been  attacked  before  your  commission,  and 
have  been  passed  upon,  have  they  not  ? 

Commissioner  Clark.  Yes;  except  that  in  no  case  has  the  commis- 
sion entered  an  order  reducing  in  cents  per  hundred  pounds,  or  other 
unit,  the  rates  fixed  by  the  director  general.  The  cases  we  have 
passed  upon  have  required  only  the  removal  of  undue  prejudices,, 
which  does  not  effect  changes  in  the  rates  from  one  place  to  another. 
But  if  I  may,  without  intending  to  interrupt  you,  I  would  like  to 
say  with  regard  to  what  you  said  about  the  "filing  of  those  rates^ 
that  they  are  filed  in  the  name  of  the  United  States  Railroad  Ad- 
ministration, W.  G.  McAdoo,  director  general,  on  every  one  of  the 
tariffs. 

Mr.  Thom.  But  we  were  told  that,  in  addition  to  that,  there  wa& 
also  the  name  of  the  carrier  on  it. 

Commissioner  Clark.  As  indicating  the  lines  over  which  the  rates 
applied. 

Mr.  Thom.  If  it  be  true  that  these  rates  were  filed  by  the  director 
general,  and  not  by  the  carriers,  they  would  not  conform  to  the  act 
to  regulate  commerce,  and  the  same  problem  would  exist  with  re- 
spect to  them. 

Commissioner  Clark.  I  think  I  can  clear  that  point  up,  if  you 
will  permit  me. 

Mr.  Thom.  I  shall  be  very  glad  to  have  you  do  it. 

Commissioner  Clark.  There  is  no  rate  that  has  been  filed  wuth 
the  commission  by  the  director  general  that  is  in  conflict  with  any 
outstanding  order  of  the  commission  and  which  could  be  invoked  in 
the  same  way  that  this  Oregon  court  invoked  State  commission-made 
rates  in  Oregon.  This  whole  plan  of  Federal  control  was  adopted 
by  the  Congress  as  a  war  measure,  sanctioned  by  the  Federal  control 
act.  The  President  was  authorized  to  initiate  rates  by  filing  them 
with  the  Interstate  Commerce  Commission.  The  President  was  of 
the  opinion  that  this  increased  level  of  rates  was  necessary  as  a  war 
measure.  The  question  naturally  arose  as  to  what  complications 
would  be  created  if  the  President  filed  rates  which  would,  in  sub- 
stance, be  in  conflicc  with  the  maintenance  requirements  of  an  order 
of  the  commission  that  was  outstanding  and  which  had  not  expired 
by  statutory  limitation;  and,  after  consideration  of  the  whole  situ- 
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ation,  and  in  conformity  with  the  wishes  of  the  Director  General, 
and  to  avoid  all  of  those  complications,  we  struck  off  the  mainte- 
nance requirement  from  all  our  outstanding  orders,  so  that  there 
would  be  no  such  conflict.  Therefore,  I  say  that  there  is  now  no 
rate  on  file  with  the  commission  for  federally  controlled  roads  that 
is,  or  would  be,  in  the  event  of  immediate  termination  of  Federal 
control,  in  conflict  with  an  outstanding  order  of  the  commission. 
And.  therefore,  they  would  be  the  only  rates  that  are  on  file  with 
(he  commission,  under  which  a  carrier  could  conduct  transportation. 

Senator  Underwood.  The  rate  then,  Mr.  Clark,  would  stand,  in 
your  opinion,  until  changed? 

Commissioner  Clark.  Senator  Underwood,  we  have  held  in  the 
case  of  the  railroad  that  was  taken  under  Federal  control,  and  that, 
by  virtue  of  the  director  general's  action  and  order,  filed  increased 
rates,  and  was  subsequently  released  from  Federal  control,  that  the 
increased  rates,  being  the  only  rates  on  file  with  the  commission  for 
that  carrier,  were  its  legal  rates  until  changed  in  the  orderly  and 
regular  manner. 

Senator  Kellogg.  I  would  like  to  ask  Mr.  Clark  right  there:  Is 
it  also  the  opinion  of  the  commission  that  if  the  roads  were  released, 
the  State  statutes  providing  for  rates  and  the  State  orders  made 
under  authority  of  law,  as  to  rates,  would  go  into  effect? 

Commissioner  Clark.  The  commission  has  no  crystallized  consen- 
sus of  view  on  that  point. 

Senator  Kellogg.  If  those  State  rates  did  go  into  effect,  they  would 
be  bound,  in  many  places,  by  the  competitive  force  of  those  rates  to 
drag  down  the  interstate  rates,  would  they  not  ? 

Commissioner  Clark.  They  would  have  a  very  decided  effect  upon 
(lie  interstate  rates. 

Senator  Cum:mins.  The  commission  has  held  that  section  14.  which 
pi'ovides  that  the  Federal  control  of  railroads  and  transportation 
systems  herein  and  heretofore  provided  for  shall  continue  for  and 
during  the  period  of  the  war  and  for  a  reasonable  time  thereafter, 
not  exceeding  21  months,  does  not  cancel  rates  that  are  established 
by  the  Director  General  with  the  expiration  of  that  time? 

Commissioner  Clark.  Yes,  sir. 

Senator  Cummiks.  So  that  it  may  be  assumed  that  it  is  the  present 
opinion  of  the  commission  that  those  rates  will  continue  ? 

Commissioner  Clark.  It  is  the  definite  view  of  the  commission 
that  as  to  any  road,  or  as  to  all  of  the  roads,  if  Federal  control 
ceases,  the  rates  then  on  file  with  the  commission  are  the  only  rates 
under  which  that  carrier  can  transact  business  or  conduct  transpor- 
tation. 

]\Ir.  Tiio:Nr.  You  are  confining  yourself  to  interstate  rates  in  that 
remark? 

Commissioner  Clark.  Yes;  I  am  speaking  solely  of  interstate 
rates. 

Mr.  TnoM.  Yes.  Now,  gentlemen.  I  was  about  to  address  myself 
to  another  one  of  these  problems  of  the  railroads,  affecting  their 
revenues  after  Federal  control  is  ended,  if  ended  now. 

You  will  remember  that  the  carrying  capacity  in  coastwise  vessels 
AAas  absolutely  destroyed  by  the  exigencies  of  war.  Where  ships 
were  big  enough  and  valuable  enough  they  were  drafted  into  the 
service  of  the  United  States.     The  menace  of  the  submarine  had  its 
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cSect  upon  water-borne  coastwise  traffic.  Taking,  these  causes  to- 
gether, the  water-borne  coastwise  traffic  during  this  period  of  Fed- 
oral  control  has  been  thrown  onto  the  railroads;  it  has  been  thrown 
inland — taken  from  the  sea.  That  affected  the  volume  of  railway 
traffic.  Now,  restore  your  coastwise  trade  on  vessels;  reestablish 
your  lines.  Are  we  not  confronted  with  the  effect  which  that  will 
have  upon  the  volume  of  traffic  available  to  the  railroads? 

Senator  Watson.  Do  you  Imow  what  that  amounted  to? 

Mr.  Thom.  No,  sir ;  but  it  was  very  large.  So  when  Ave  come  now, 
cvtn  with  stable  rates — e^en  if  the  rates  are  unaffected  by  the  transi- 
tion— Ave  have  still  to  be  confronted  Avith  the  question  of  the  volume 
of  our  traffic  when  the  roads  come  back  to  us. 

Senator  Cummins.  You  include  in  that  traffic  through  the  Panama 
Canal  ? 

Mr.  TiiOM.  Yes,  sir.  Not  only  in  the  concrete  instance  that  I  haA^e 
alluded  to  of  the  reestablishment  of  vessel-borne  traffic,  but  no  man 
is  AA'ise  enough  to  foresee  what  the  effect  of  the  reorganization  and 
readjustment  of  industry  is  going  to  haAc  upon  the  volume  of  rail- 
road traffic.  All  of  us  Avere  amazed  w^ithin  the  last  year  or  two  to 
hear  that  a  new  city  had  grown  up  on  the  James  River  near  the  city 
of  Petersburg; — Hopewell.  That  city  has  noAv  disappeared  almost 
entirely.  The  need  of  it  for  manufacturing  powder  has  disappeared 
Avith  the  disappearance  of  the  requirements  of  Avar,  and  Hopewell 
no  longer  exists  except  in  a  scattered  and  unimportant  way.  Now, 
that  process  is  going  on  all  over  the  country.  Industries  established 
and  which  AAere  great  tonnage  and  revenue  producers  during  the 
Avar  are  not  noAv  operating  and  are  in  a  condition  of  transition  or  of 
jibandon — transition  back  to  some  other  line  of  industry  or  of  aban- 
donment of  the  Avhole  field  of  their  operations. 

Senator  Cummins.  "What  effect  Avill  the  increase  in  land  rates  have 
upon  water-borne  traffic? 

Mr.  TiiOM.  Land  rates? 

Senator  Cumjiins.  The  increase  in  raihvay  rates — Avhat  effect  will 
that  have  upon  the  volume  of  water-borne  traffic  ? 

Mr.  Thom.  Of  course,  that  will  throAv  more  traffic  on  the  water, 
naturally.  Noav,  is  it  Avise  to  project  us  back  into  an  industrial 
Avorld  disturbed  by  all  these  conditions  that  I  am  now  speaking  of? 
With  the  industrial  Avorld  in  a  process  of  recrystallization,  where 
lines  of  traffic  and  volumes  of  traffic  and  subjects  of  traffic  are  all 
more  or  less  matters  of  future  evolution,  to  project  us  back,  Avith 
this  greatly  increased  scale  of  expenditure,  into  an  uncertain  world 
of  that  sort,  it  seems  to  me,  would  be  unthinkable.  No  man  can  fore- 
cast what  the  results  would  be.  In  dealing  Avith  a  subject  of  this 
sort  I  am  always  reminded  of  Avhat  Mr.  James  C.  Carter  once  said 
about  the  difficulty  of  malnng  a  code  to  cover  the  future  laAv.  He 
said :  "  You  might  as  Avell  ask  the  naturalist  to  classify  the  fauna 
and  the  flora  of  an  unknown  world."  And  yet,  here  it  is  proposed 
that  this  great  industry,  Avhich  is  in  times  of  peace  as  it  has  been 
in  times  of  war,  the  foundation  of  American  industrial  life,  shall  be 
projected  back  into  that  condition  Avhere  its  rates  are  uncertain  and 
Avhere  its  A'olume  of  traffic  is  uncertain  and  Avhere  its  ex]:)enditures 
have  been  advanced  to  a  high  point  and  are  still  uncertain.  Now, 
can  a  thing  such  as  that  be  justified  by  any  man  who  takes  a  fair 
view  of  the  future  of  these  companies? 
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The  Chairman.  What  would  be  the  conditions  under  which  you 
would  suooest  the}'  be  returned?  I  mean  by  that,  what  condition 
Avould  be  propitious,  in  your  opinion,  for  their  return?  This  is 
<>oino^  to  be  a  very  uncertain  period  of  readjustment;  it  is  going  to 
take  more  or  less  time.  Now,  do  you  think  21  months  would  be 
sufficient  time  ? 

Mr.  TiioM.  I  think  we  ought  to  wait  until  Congress  has  had  an 
opportunity  of  legislating,  and  then  hand  the  roads  back.  But  I 
think  that  the  idea  of  turning  these  roads  back,  unassisted  by  legis- 
lation by  Congress,  into  the  uncertainties  and  dangers  and  diffi- 
culties which  I  haA'e  tried  to  bring  to  your  attention,  would  be 
something  so  unjustified  as  almost  to  be,  as  Senator  Cummins  said 
the  other  day,  criminal  in  its  nature. 

Senator  Watson.  Your  position,  is,  then,  Mr.  Thorn,  that  you  are 
opposed  to  the  five-year  extension  first,  and  you  are  opposed  to 
turning  the  railroads  back  until  Congress  shall  have  had  ample 
time  to  legislate  with  regpect  to  them? 

Mr,  Thom.  And  I  think  that  21  months  after  the  war  is  ample 
time. 

Senator  Watson.  Precisely.  Then,  would  you  favor  a  resolution 
fixing  specifically  the  term  of  2^  months  as  the  time  within  which 
the  roads  shall  be  turned  back? 

Mr.  Thom.  I  hope  that  no  such  thing  as  that  is  necessary. 

Senator  Underwood.  I  understand  you  want  constructive  legisla- 
tion, and  the  minute  that  is  passed  you  want  the  roads  to  go  back? 

Mr.  Thom.  Exactly. 

Senator  Watson.  But  the  point,  I  understand,  is  that  there  is  a 
threat  to  turn  them  back  now? 

^Ir.  Thom.  Yes.  How  serious  that  threat  is  I  do  not  know.  I 
can  not  believe  that  any  responsible  administration  would  want  to 
turn  them  back  without  at  least  giving  Congress  an  opportunity  to 
legislate,  nor  would  it  anticipate  Congress  in  the  act  of  legislating. 

Senator  Watson.  That  is  a  matter  of  your  personal  opinion,  Mr. 
Thom.  as  to  whether  or  not  a  man  would  do  that? 

:Mr.  Thom.  That  is  so. 

Senator  Watson.  But  I  understand  there  is  a  threat  to  turn  them 
back.  I  say  "  threat "  because  I  think  it  is  a  threat.  Now,  the  ques- 
tion is  this:  Is  it  the  business  of  Congress  to  sit  here  and  permit 
that  uncertain  state  of  affairs  to  continue,  or  can  they  not  fix  a 
definite  time  when  the  roads  shall  be  turned  back? 

Mr.  Thom.  I  think  that  if  Congress  saw  that  that  great  disaster 
was  about  to  be  inflicted  on  the  American  Nation  it  would  be  its 
duty  to  act  to  prevent  it. 

Senator  Townsend.  In  the  course  of  your  discussion  are  you  going 
to  make  suggestions  as  to  what  legislation  should  be  enacted? 

^h\  Thom.  Yes,  sir;  I  am.  Now,  o;entlemen,  I  want  to  call  atten- 
tion to  this,  as  a  conclusion  of  what  I  have  said  so  far : 

If  this  proposal  to  return  the  roads  in  five  years  is  adopted,  com- 
plications will  have  been  created  where  it  will  be  a  serious  question 
whether  they  can  ever  be  returned.  If  the  alternative  of  returning- 
them  now,  without  preparation,  is  adopted,  then  private  manage- 
ment will  be  so  discredited  by  the  inevitable  results  that  the  same 
tendency  of  national  thought  will  be  started  against  private  owner- 
ship and  in  favor  of  some  other  system;  so  that  on  either  horn  of  this 
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dilemuui  Avhich  has  been  presented  here — the  five-year  extension  or 
the  inniiediate  return — the  result  must  be  to  force  the  thought  of  the 
public  in  the  direction  of  one  solution  of  this  problem,  and  that  solu- 
tion not  private  ownership. 

Senator  Cummins.  This  may  be  rather  a  leading  and  difficult  ques- 
tion to  answer,  but  I  w'ould  like  to  have  an  answer,  if  you  feel  at 
liberty  to  give  it :  Suppose  you  knew  that  if  Congress  at  this  session 
does  TiOt  extend  the  time  to  five  years,  in  accordance  with  the  recom- 
mendation of  Mr.  McAdoo,  the  President  would  return  the  railroads 
just  as  they  are,  and  without  legislation,  on  the  4th  of  March;  what 
would  be  your  ])osition  then?  Would  you  rather  have  them  back, 
with  all  the  confusion  and  difficulties  in  the  way,  or  would  j'ou  rather 
take  the  five  years? 

Mr.  Thom.  Personally  speaking,  I  would  rather  have  them  back. 
I  think  the  five-year  extension  is  an  experiment  that  can  lead  to  but 
one  conclusion,  and  that  is  the  Government  will  find  itself  in  such 
shape  that  it  will  never  give  them  back. 

Now,  Mr.  Chairman,  I  have  arrived  at  the  point  of  my  discussion 
Avhere  I  want  to  take  up  the  plan  that  we  propose.  But  a  few  min- 
utes now  remain  before  the  end  of  the  session  of  this  morning,  and 
I  do  not  think  I  could  make  any  progress  if  I  started  on  that  before 
the  next  session. 

Senator  Kellogg.  If  that  is  the  case.  I  would  like  to  suggest  an 
executive  session  for  a  few  moments.  I  w^ant  to  offer  a  resolution, 
if  the  members  feel  that  they  could  spare  the  time  now. 

The  Chairman.  We  have  10  minutes  yet.  You  move,  then,  that 
we  go  into  executive  session? 

Senator  Kellogg.  Yes. 

(The  motion  was  unanimously  agreed  to.) 

The  Chairman.  The  committee  stands  adjourned,  with  the  excep- 
tion of  the  executive  session,  until  to-morrow  morning  at  10  o'clock, 
at  which  time  Mr.  Thom  will  reappear. 

Mr.  Thom.  Yes. 

(Whereupon,  at  11.50  o'clock  a.  m.,  the  committee  adjourned  until 
Thursday,  January  16, 1919,  at  10  o'clock  a.  m.) 
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thursday,  january  16,  1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington^  D.  C. 
The  committee  met,  pursuant  to  adjourmnent,  at  10  o'clock  a.  m., 
Senator  Ellison  D.  Smith  (chairman)  presiding. 

The  Chairman.  The  committee  will  come  to  order,  Mr.  Thom, 
3^ou  may  proceed  with  your  argument. 

STATEMENT  OF  MR.  ALFRED  P.  THOM— Resumed. 

Mr.  Thom.  Mr.  Chairman  and  gentlemen,  upon  reviewing,  in  my 
own  mind,  what  I  said  yesterday,  I  find  that,  in  connection  with  the 
discussion  of  the  question  of  the  constitutionality  of  the  proposed 
extension  of  five  years,  I  omitted  one  point  entirely,  to  which  I  de- 
sire to  call  attention ;  and,  with  permission  of  the  chairman,  I  would 
like  to  mention  that  point  now  and  have  it  reported  in  connection 
with  that  part  of  my  presentation. 

The  Chairman.  Very  well. 

Mr.  Thom.  Entirely  independently  of  the  points  to  which  I  asked 
the  attention  of  the  committee  in  regard  to  the  constitutionality  of 
the  proposal,  and  confined  to  the  proposal,  as  I  understand  it,  to  ex- 
tend this  system  for  a  period  of  five  years,  I  wish  to  have  the  constitu- 
tionality of  the  proposal  considered  in  connection  with  the  provisions 
of  section  10  of  the  act,  the  first  sentence  of  which  I  will  read : 

That  carriers  while  under  Fedei-al  control  shall  be  subject  to  all  laws  and  lia- 
bilities as  common  carriers,  whether  arising  under  State  or  Federal  laws  or  at 
common  law,  except  in  so  far  as  may  be  inconsistent  with  the  provisions  of  this 
act  or  any  other  act  applicable  to  such  Federal  control,  or  with  any  order  of  the 
President. 

The  effect  of  that  provision  is  to  give  the  President  the  power,  by 
his  orders,  to  override  the  provisions  of  the  act  to  regulate  commerce. 
What  he  says  on  the  subject  of  regulation  becomes  supreme  over  the 
acts  of  Congress;  and,  by  section  11  of  the  act,  any  disobedience  to 
those  orders  is  made  a  crime. 

Now,  that,  of  course,  is  justified  during  war  times,  by  section  16  of 
the  act,  which  declares  this  to  be  emergency  legislation  enacted  to 
meet  conditions  growing  out  of  war.  Aside  entirely  from  the  ques- 
tion as  to  whether  that  would  be  valid  even  as  a  war  measure,  you  are 
confronted  with  the  question  of  whether  it  is  valid  in  times  of  peace. 
Bearing  in  mind  that  the  provision  is  that  existing  laws  governing 
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common  Ciirriers,  made  by  Federal  authority  or  by  State  authority, 
shall  continue  in  existence,  unless  otherwise  ordered  by  the  Presi- 
dent, and  the  provision  that  disobedience  to  his  orders  is  made  a 
crime,  you  are  confronted  with  the  question  of  wdiether  or  not  it 
would  be  a  valid  exercise  of  legislative  power  to  continue  that  power 
in  the  President  in  times  of  peace. 

Now,  your  power  is  to  regulate  commerce;  Congress  is  the  only 
body  that  can  regulate  commerce.  There  is  no  constitutional  author- 
ity for  the  President  to  regulate  commerce,  and  you  can  not  delegate 
to  anybody  else,  or  to  any  official,  or  to  any  tribunal  your  legislative 
power.  So  that  if  this  extension  is  made,  it  is  made  as  a  regulation 
of  commerce,  and  under  the  power  of  Congress  to  regulate  commerce ; 
and  the  proposal  here  is  not  for  Congress,  during  that  period  of  time, 
to  regulate  commerce;  but  that  it  shall  confer  the  power  upon  the 
President  to  regulate  commerce. 

Now,  I  submit  that  in  times  of  peace,  whatever  may  be  the  rule 
in  times  of  war,  it  is  unconstitutional  to  confer  upon  the  President 
power  to  regulate  commerce,  and  that  that  is  the  necessary  eflPect  of 
the  proposal  to  extend  this  bill  for  a  period  of  five  j^ears. 

Senator  Underwood.  Mr.  Thom,  I  don't  exactly  grasp  your  position 
there.  I  concede  Avhat  you  say  in  respect  to  the  sole  power  to  regulate 
commerce  being  in  Congress  and  not  in  the  President :  and  we  might 
pass  drastic  laws  stating  that  the  freight  rates  and  passenger  rates 
shall  be  so  much,  without  any  give  or  leeway  to  them;  but  Congress 
has  exercised  that  power  by  delegating  it  to  somebedy  else.  Now,  do 
you  make  a  distinction  between  our  delegating  our  powers  to  the 
Interstate  Commerce  Commission,  for  instance,  which  is  accepted 
by  the  courts  as  within  our  right  to  do,  and  our  delegating  them  to  the 
President  ? 

Mr.  Tiioar.  Not  at  all. 

Senator  Underwood,  Not  as  the  President,  but  to  Woodrow 
Wilson? 

Mr.  Tmom.  Not  at  all. 

Senator  TTndekwood.  Then  I  do  not  exactly  grasp  your  idea. 

Mr,  TiioM.  The  power  that  you  have  delegated  to  the  Interstate 
Commerce  Commission  and  the  power  you  have  delegated  to  the 
President  are  essentially  different. 

Senator  Underwood,  I  Avill  ask  you  to  repeat  it.  so  that  I  may  have 
it  clearly  in  my  mind. 

INIr.  Ttioim.  Yes,  Now,  you  have  delegated  to  the  Interstate  Com- 
merce Commission  the  power  to  apply  a  congressional  rule  of  rate 
making. 

Senator  Underwood.  Yes. 

Senator  Kellogg.  Reasonable  rates. 

Senator  Underwood.  We  fix  the  basis,  and  they  apply  the  rule. 

Mv.  TiiOM.  Yes.  My  point  is  that  you  do  not  do  this  with  respect 
to  the  President. 

Senator  Underwood,  That  we  give  him  an  arbitrary  power? 

Mv.  Tiio:sr,  Yes ;  and  not  only  in  respect  to  rates,  ^Vhat  I  am  at- 
tempting to  illustrate  has  no  reference  to  rates  alone  but  to  the  entire 
scope  of  the  act  to  regulate  commerce,  and  all  other  acts  of  Congress 
and  all  State  laws.  Of  course,  the  State  laws  do  not  make  any  dif- 
ference, for  the  purposes  of  this  argument;  but  the  ]ioint  that  I  am 
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making  is  that  the  clause  I  have  read  is  broad  enough,  without  estab- 
lishing any  rule  to  guide  the  President,  to  give  him  entire  authority 
oAer  the  field  of  legislation  by  Congress  on  this  subject.  I  will  read 
it  again,  so  as  to  make  my  point  clear : 

That  the  carriers  while  under  Federal  control  shall  be  subject  to  all  laws 
and  liabilities  as  common  carriers,  whether  arising  under  State  or  Federal  laws 
or  at  common  law,  except  in  so  far  as  may  be  inconsistent  with  the  provisions - 
of  this  act  or  any  other  act  applicable  to  such  Federal  c(jntrol,  or  with  any 
order  of  the  President. 

Now,  that  is  not  confined  to  rates;  it  is  not  confined  to  any  par- 
ticular thing.  It  covers  the  whole  field  of  regulation  and  establishes 
no  standard  by  which  the  President  is  guided,  but  gives  him  the 
arbitrary  power,  by  his  orders,  to  override  the  legislation  of  Con- 
gress to  any  extent  which,  in  his  discretion,  he  may  see  fit. 

Senator  Cummins.  Mr.  Thorn,  I  think  it  was  unconstitutional,  even 
during  the  war,  to  grant  any  authority  of  that  kind  to  the  President ; 
but  assuming  that  we  could  pass  a  law  repealing  all  our  own  laws, 
and  simply  delegate  to  the  President  the  power  to  regulate  commerce, 
which  we  have  been  exercising,  is  there  not  a  good  deal  of  difference 
between  doing  that  and  passing  a  law  which  confers  upon  the  Presi- 
dent the  right  to  repeal  or  abrogate  any  law  that  Congress  might  have 
enacted? 

Mr.  Thom.  There  is  a  difference  of  a  very  substantial  nature,  Sena- 
tor; but  I  can  not  agree  with  the  assumption,  if  you  mean  it,  to  put 
out  as  a  possibly  valid  thing  that  Congress  may  delegate  to  the  Presi- 
dent the  power  to  regulate  commerce. 

Senator  Cummins.  I  have  said  that  I  think  we  could  not  do  it  even 
in  time  of  war,  much  less  in  time  of  peace. 

Mr.  Thom.  Exactly. 

Senator  Cummins.  But  even  then  an  act  of  Congress  which  simply 
attempts  to  authorize  the  President  upon  any  subject — I  do  not  care 
what  it  is — to  repeal  or  set  aside  an  act  of  Congress,  is  subject  to  other 
objections  than  mere  inability  of  Congress  to  delegate  a  power  granted 
in  the  Constitution. 

Mr.  Thom.  Yes ;  and  it  is  effectively  answered,  it  seems  to  me,  and 
finally  answered,  by  the  realization  that  the  repeal  of  a  law  is  legis- 
lation, just  as  much  as  the  making  of  a  law  is  legislation ;  and  you  can 
not  delegate  the  power  to  repeal  any  more  than  you  can  delegate  the 
power  to  make. 

Senator  Cummins.  Suppose  we  had  simply  said  at  the  beginning 
of  the  war  that  the  President  is  authorized  to  repeal  or  set  aside  all 
laws  that  Congress  has  ever  passed  upon  any  subject;  that  would  be 
clearly  distinguishable  from  an  attempt  to  confer  upon  him  a  specific 
power  which  the  Constitution  had  granted  to  us? 

Mr.  Thom.  Yes;  and  here  it  seems  to  me  if  this  were  proposed  to 
be  done  for  five  years,  passing  the  question  of  what  was  possible 
under  the  war  power,  that  it  would  be  an  entire  abandonment  by 
Congress  of  its  constitutional  function,  and  putting  it  into  the 
hands  of  another  department  of  the  Government,  as  to  this  subject 
matter. 

Senator  Pomerene.  Is  not  that  the  purpose  of  the  request  for  a 
five-vear  extension  ? 
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Mr.  Tiiojm.  Well,  I  do  not  know  about  that,  Senator ;  but  I  would 
like  for  what  I  have  said  on  this  subject  to  be  incorporated  with  my 
remarks  of  yesterday,  when  I  was  discussing  the  constitutional  fea- 
tures of  this  case. 

Now,  I  was  asked  yesterday  by  one  of  the  Senators  for  the  operat- 
ing ratio  for  the  11  months  ended  November  30,  1918.  What  I  read 
was  the  operating  ratio,  month  by  month.  I  was  asked  for  the  aver- 
age. That  average  is  this:  For  the  11  months  ended  November  30, 
1918,  the  operating  ratio  was  80.73  per  cent,  as  compared  with  70.18 
per  cent  in  1917  for  the  same  months. 

Senator  Pomerene.  Ten  per  cent  increase  ? 

Mr.  Thom.  Yes.  I  was  asked  further  what  would  have  been  the 
operating  ratio  for  June,  1918,  with  back  pay  excluded — with  the 
payments  that  were  made  as  back  pay  excluded.  Exclusive  of  this 
back  pay  the  operating  ratio  for  June,  1918,  would  have  been  76.80 
per  cent,  as  compared  with  67.37  per  cent  in  June,  1917. 

Senator  McLean.  You  do  not  know  what  the  average  operating 
ratio  would  be,  taking  out  all  the  back  pay  in  1918?  There  was  back 
pay  to  come  out  in  other  months  than  June,  as  I  understand  it. 

Mr.  Thom.  No,  Senator;  I  do  not  know  what  that  would  be. 
Would  you  like  to  have  that  worked  out,  if  he  can  get  it? 

Senator  McLean.  Well,  if  we  are  to  make  an  accurate  comparison, 
it  seems  to  me  that  the  back  pay  should  be  eliminated  from  all  the 
months. 

Mr.  Thom.  We  can  hardly  make  the  comparison  then,  for  the  rea- 
son that  during  some  of  the  months  these  increases  in  rates  were  in 
efl'ect. 

Senator  Kellogg.  After  July  1  you  could  eliminate  the  back  pay? 

Mr.  Thom.  Yes. 

Senator  Kellogg.  And  as  that  was  the  time  that  the  rate  increases 
went  into  effect,  you  could  make  a  comparison  from  Julv  to  January? 

Mr.  Thom.  From  July  to  January  ? 

Senator  Kellogg,  Yes, 

Mr,  Thom,  But  that  would  be  during  the  time  of  the  increased 
rates. 

Senator  Kellogg.  Yes;  and  that  would  be  the  only  fair  com- 
parison. 

Senator  Underavood.  I  beg  3-our  pardon,  but  I  do  not  see  why  we 
should  not  include  the  back  pay.  The  proposition  that  Mr.  Thom  is 
discussing  is  the  question  of  continuing  the  present  status,  and  this 
pay  is  in  the  present  status  and  a  part  of  it;  and  it  seems  to  me 
that  in  comparing  last  year's  work  and  last  year's  operation  of  the 
railroads  the  back  pay,  or  whatever  was  paid — back  pay  or  any  other 
kind  of  pay — it  was  not  "  back  pay,"  because  the  director  general 
says  he  had  promised  it. 

The  Chairman.  In  other  words,  it  was  a  part  of  the  operation  by 
the  Government,  and  entered  in  as  an  item  of  expense  ? 

Senator  Underwood.  Surely. 

Senator  McLean.  Would  that  back  pay  be  continued  in  the  fu- 
ture? 

Senator  Underwood.  It  is  continued  now. 

Senator  Kellogg.  The  increase  is  continued. 

Senator  Underavood.  I  understand  that  the  director  general  agreed 
to  work  out  a  plan  for  an  increase  of  wages,  and  agreed  Avith  the 


EXTENSION    OF   GOVERNMENT  CONTEOL   OF   EAILROADS.         475 

men  who  were  operating  the  roads  that  when  he  had  worked  out  his 
plan  and  had  readied  a  satisfactory  basis  he  would  grant  them  that 
increased  pay  back  to  the  1st  of  January.  That  is  not  really  "  back 
pay  "  at  all. 

Senator  Cummins.  The  difficult}-  with  that,  Senator,  is  that  the 
back  pay  ran  to  the  1st  of  January  and  the  increased  rates  or  revenue 
did  not  take  effect  until  the  1st  of  July. 

Senator  Underwood.  Well,  that  is  true;  but  that  is  one  of  the  items 
in  the  proposition ;  but,  so  far  as  the  back  pay  is  concerned,  I  do  not 
see  that  there  really  was  any  "  back  pay  ''  at  all.  The  Government 
just  deferred  paj'ing  these  men,  from  January  until  July,  a  part  of 
their  wages  that  they  agreed  to  pay  them. 

Senator  Kellogg.  My  thought  was  that  the  pay,  having  been 
fixed  anyhow  in  the  months  of  July.  August,  September,  October, 
November,  and  December,  to  take  the  regular  pay,  without  adding 
any  back  pay,  and  to  take  the  regular  increased  rates,  would  show  a 
fair  comparison  between  this  year  and  last  year. 

]Mr.  Thom.  I  misunderstood  you  for  a  moment,  Senator ;  but  what 
YOU  mean  is  to  let  the  advanced  scale  of  rates  apply  during  those 
months  ? 

Senator  Kellogg.  Yes. 

Mr.  Thom.  But  to  eliminatp  any  amounts  that  were  applicable  to 
the  previous  months? 

Senator  Kellogg.  Yes;  just  take  the  regular  wages  as  increased. 

Mr.  Thom.  Yes. 

Senator  Cum3iins.  Mr.  Thom,  are  the  expenses  of  what  is  known 
as  the  "  administration  "  included  in  the  ratio  that  you  have  given  us? 

Mr.  Thom.  No. 

Senator  Cumaiins.  Why  do  you  not  put  them  in? 

Mr.  Thom.  I  do  not  know  what  they  are.  You  have  asked  for 
them. 

Senator  Cummins.  They  are  just  as  much  a  part  of  the  expenses 
of  the  railroads  as  the  wages  of  the  brakemen. 

Mr.  Thom.  You  ask  me  why  I  did  not  put  them  in.  I  did  not 
make  this  statement. 

Senator  Cummins.  Oh,  I  see. 

Mr.  Thom.  But  I  am  taking  it  as  they  presented  it  to  the  Inter- 
state Commerce  Commission — their  figures — and  Mr.  McAdoo,  oi 
someone,  told  you  on  the  stand  here  that  the  overhead  expenses  of 
the  administration — the  central  body — were  not  included.  Then 
somebody  here — perhaps  the  whole  body — asked  for  a  stateinent  of 
Avhat  those  figures  were,  and  I  assumed  they  would  be  furnished; 
but  they  are  not  in  these  figures. 

Senator  Cummins.  They  are  not  in  here,  and  that  would  increase 
the  ratio  of  operating  expenses  to  revenue  for  the  present  year. 

Mr.  Thom.  Yes.  Not  only  that.  Senator,  but  it  is  also  necessary 
for  you  to  remember  this :  That  in  the  figures  for  1917  were  included 
the  corporate  expenses  of  the  carriers,  the  salaries  of  their  presidents, 
etc.,  and  their  general  expenses  of  maintaining  and  keeping  up 
their  corporate  life.  All  those  amounts  were  in  the  figures  for  1917 
and  previous  years.  Now,  that  expense  has  been  put  off  on  the  cor- 
porations by  the  Railroad  Administration,  and  they  no  longer  bear 
that. 
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Senator  Cummins.  I  would  like  to  see  a  table  made  up  on  the 
proper  basis,  including  all  those  expenses,  so  that  we  might  know- 
exactly  what  they  aggregate. 

Senator  Watson.  I  presume  one  reason  they  have  not  done  that  is 
because  they  could  not  get  them  ? 

Mr.  Thom.  Who  has  not  done  it. 

Senator  Watson.  That  you  have  not,  because  you  could  not  get  it? 

Mr.  Thom.  Yes;  that  is  true. 

Senator  Watson.  My  recollection  is  that  Mr.  Clark  stated — and  if 
I  am  in  error  he  can  correct  me,  inasmuch  as  he  is  in  the  room  now — 
that  they  have  not  been  able  to  get  the  expenses  of  the  administration 
up  to  the  present  time. 

Senator  Cummins.  But  I  assume  there  is  no  secrecy  about  it? 

Senator  Watson.  Oh,  no. 

Senator  Cummins.  And  that  Mr.  Thom.  or  some  of  his  assistants,, 
could  get  those  figures  by  asking  for  them. 

Mr.  Thom.  I  have  misunderstood  the  facts,  if  those  figures  hav& 
not  been  asked  for  by  this  committee. 

Senator  Watson.  They  have  been ;  and  the  Director  General  prom- 
ised to  furnish  them. 

Senator  Kellogg.  Those  figures  have  been  asked  for  by  the  com- 
mittee; but  even  those  figures,  as  Senator  Cummins  says,  will  not 
include  the  corporate  expenses  which  Avere  paid  by  the  corporations 
themselves  and  which  are  not  included  in  the  operating  expenses. 

Senator  Pomerene.   That  is,  the  so-called  "organization  expenses?"' 

Senator  Kellogg.  Yes;  the  salaries,  etc.,  of  the  general  counseL 
and  various  officers  of  the  organization. 

Mr.  Thom.  To  make  the  two  things  comparable,  as  I  understand  it,, 
you  would  include,  as  was  done  in  the  figures  of  1917,  the  cor- 
porate expenses,  and  in  the  figures  of  1918  you  would  include  th& 
things  that  took  their  place — the  overhead  expenses  of  the  adminis- 
tration— and  make  allowance  for  the  fact  of  the  corporate  expenses 
having  been  put  over  on  the  corporations? 

Senator  Po:merene.  No.  You  would  have  to  include  those,  would 
you  not,  if  you  were  giving  us  the  ratio  between  the  operating  ex- 
penses and  the  operating  income;  that  is,  unless  you  go  on  the  theory 
that  the  corporation  or  organization  expenses  were  not  a  legitimate^ 
charge?  We  can  not  go  on  that  theory,  and  I  dare  say  that  no  one 
else  would. 

Mr.  TiiOM.  My  proposal  was  to  include  them,  Senator,  just  a& 
yours  seems  to  be. 

The  Chairmax.  But  would  it  not  be  the  fact,  Mr.  Thom,  that  in  the 
amount  you  allowed  the  railroads  as  their  earnings  you  took  care 
of  that;  and,  therefore,  it  comes  out  of  the  earnings  of  the  road? 
You  have  set  aside  that  amount  in  the  compensation  allowed  to  take 
care  of  those  expenses,  and  then  in  addition  to  that  you  would  add 
what  the  Government  had  assumed  to  pay  its  operators,  to  what  it 
earned  in  excess  of  the  earnings  given  you? 

Mr.  Thom.  No;  Senator;  here  is  what  has  happened:  When  the- 
figures  of  our  standard  return  were  arrived  at,  there  was  deducted, 
as  an  operating  expense,  all  these  corporate  expenses  I  am  alluding 
to,  so  that  when  the  rent  money,  as  I  will  call  it  for  short,  is  paid  tc^ 
us,  it  is  reduced  by  the  amount  of  our  corporate  expenses,  because 
that  is  a  part  of  the  operating  expense  that  was  deducted.     Now, 
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notwithstanding'  the  fact  that  wo  paid  it  in  a  reduction  of  our  rent, 
Ave  are  paj'ing  it  over  again,  because  the  administration  says  that  it 
is  not  a  charge  that  it  will  assume.  That  is  what  has  happened  to  the 
-corporate  expenses. 

Senator  Cummins.  Whether  that  is  a  correct  theory  or  not,  what 
I  Avould  like  to  see — and  I  am  sure  the  other  members  of  the  com- 
mittee would  like  to  see — is  a  comparison  with  reference  to  the  cost 
of  transportation  in  1918  and  1917;  what  it  cost  the  people  of  this 
■country  to  get  the  transportation  which  they  had.  Now,  in  making 
that  comparison,  vou  would  not  put  in  the  corporate  expenses  for 
1918? 

Mr.  Thom.  No. 

Senator  Cummins.  Because  the  people  did  not  have  to  pay  those 
-expenses  ? 

Mr.  Tho:m.  No  ;  not  for  that  purpose. 

Senator  Cummins.  For  transportation? 

Mr.  Thoim.  No;  not  for  that  purpose.  As  I  understand  it,  this 
-couimittee  has  asked  for  those  very  figures,  and  will  have  them  before 
it.  Of  course,  they  are  not  available  to  us  any  more  than  they  are  to 
:anybody  else — any  member  of  the  public. 

Now,  Mr.  Chairman,  I  wish  to  ask  your  attention  to  the  proposal 
juade  by  the  Association  of  Railway  Executives  for  a  future  plan  of 
Government  regulation.  I  would  like,  for  purposes  of  convenient 
reference,  to  have  this  proposal  wdiich  has  been  read  to  you  by  Mr. 
Cuyler  inserted  at  this  point  of  my  remarks. 

Senator  Watson.  Was  not  that  included  in  the  report  hitherto 
23ublished  ? 

Senator  Cummins.  Yes;  Mr.  Cuyler  read  it  into  the  record. 

Senator  Watson.  Then,  Mr.  Thom,  you  would  not  w^ant  to  read  it 
into  the  record  again? 

Mr.  Thom.  What  I  Avant  is  that  if  anybody  hereafter  by  accident 
should  read  what  I  have  to  say,  they  would  find  the  plan  that  I  am 
-discussing  in  connection  with  my  remarks. 

Senator  Watson.  Voiy  well. 

The  Chairman.  Without  objection,  that  will  be  done. 

(The  matter  above  referred  to  appears  in  full  below,  as  follows:) 

PRTNCIPI.KS  WHICH  SHOULD  BE   INCORPORATKD  IN  A  PLAN  PROVIDING  FOR  GOVERNMENT 
REGULATION   OF  CARRIERS  ENGAGED   IN   INTERSTATE   COMMERCE. 

Tlie  fundamental  and  essential  purpose  to  be  accomplished  is  to  furnish  the 
public  with  safe,  efficient,  and  adequate  transportation  at  the  lowest  cost  con- 
sistent with  such  service,  and  with  due  regard  to  the  just  interests  of  the 
owners  and  employees,  and  also  adequate  to  the  Nation's  needs  even  in  time 
of  great  national  emergency  or  peril. 

It  should  be  realized  that  the  commerce  to  be  provided  for,  whether  in  peace 
■or  war,  is  not  essentially,  or  in  largp  part,  local,  but  is  in  its  most  important 
and  controlling  aspect  interstate  and  continental.  INIanifestly  any 'system  which 
Is  a(loi)ted  should  be  adequate  to  deal  with  and  supply  local  needs  as  well  as  to 
meet  the  larger  purposes  referred  to,  and  consequently  it  is  necessary  to  con- 
sider wliether  instrumentalities  of  commerce  whose  principal  functions  and 
importance  are  interstate  and  continental  should  in  matters  affecting  their 
capacity  to  serve  on  equal  terms  the  entire  ])ublic  be  subjected  to  many  local 
autliorities  or  to  an  authority  representing  all  localities. 

The  interests  of  the  whole  people  demand  that,  in  any  plan  or  policy  which  is 
a<k)pted,  provision  shall  be  made: 
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(a)  For  adequate  service  and  facilities  to  meet  not  only  the  present  require- 
ments but  the  growing  and  expanding  needs  of  our  population  and  of  our 
domestic  and  foreign  commerce. 

{b)  For  new  and  additional  construction  when  justified  by  public  con- 
venience and  necessity  and  foi-  the  elimination  and  prevention  of  waste  i» 
unnecessary  and  injudicious  construction. 

(c)  For  the  proper  coordination  of  the  carrier's  lines,  facilities,  and  organi- 
zations, and  for  the  consolidation  thereof  under  proper  limitations  whenever 
necessary  in  the  public  interest  to  meet  and  provide  for  th(^  i-easonable  demands 
of  our  domestic  and  foreign  commerce. 

(d)  For  the  prompt  and  orderly  coordination  of  the  lines,  facilities,  ami 
organizations  of  all  carriers  into  a  unified  and  continental  system  whenever 
required  in  the  public  interest  because  of  extraordinary  national  emergency  or 
peril. 

(e)  For  a  rate  structure  which  will  provide  sufficient  revenues  and  creati* 
surticient  credit  to  accomplish  these  piirposes. 

To  this  end  the  following  principles  should  be  adopted : 

1.  Private  ownership,  management,  and  operation  of  the  American  railway.? 
should,  as  a  matter  of  national  policy,  be  continiied. 

2.  The  power  of  regulation  of  the  instrumentalities  of  interstate  connuerce, 
as  to  all  things  substantially  affecting  them,  including  all  rates.  State  and  inter- 
state, should  be  exclusively  in  the  hands  of  the  National  Government ;  but 
these  national  functions  should  be  administered  through  governmental  ma- 
chinery or  agencies  responsive  to  the  needs  of  and  convenient  to  the  people  of 
the  several  States  to  the  extent  and  the  manner  hereinafter  suggested.  State 
conmiissions  should  not  be  interfered  with  by  the  Federal  act  except  so  far  as 
necessary  to  carry  out  the  purposes  herein  mentioned. 

3.  The  Interstate  Commerce  Cou)mission,  which  has  heretofore  been  the  sole 
Federal  agency  provided  by  law  to  deal  with  such  matters,  should  be  relieved 
from  its  executive  and  administrative  duties,  except  as  to  Federal  valuation 
and  as  to  accounting,  and  should  act  as  a  quasi  judicial  body  clothed  with 
authority  to  pass  upon  all  questions  concerning  the  reasonableness  and  ade- 
quacy of  rates  and  concerning  discriminations  coming  beftu'e  it  on  complaint  of 
any  party  interested  or  referred  to  it  as  hei'einafter  provided. 

4.  A  department  of  transportation  should  be  created,  the  head  of  which 
should  be  known  as  the  secretary  of  transportation.  He  should  be  a  member 
of  the  President's  Cal>lnet  and  should  be  vested  with  the  following  powers  and 
duties : 

{(i)  To  carefully  ol)serve  the  transportation  needs  and  transportation  facili- 
ties of  the  country,  and  by  suggestion  and  cooperation  with  the  carriers  and 
by  recommendations  from  time  to  time  to  the  Interstate  ('ommerce  Conunissiou 
in  respect  to  the  nec-essity  for  rates  and  revenues  adequate  to  proviile  and 
maintain  the  i)roper  .service  and  to  create  the  credit  required  to  meet  tlu^  needs: 
of  the  public  for  facilities  while  at  the  same  time  protecting  the  just  interest>: 
of  employees,  of  owners,  of  shippers,  and  of  the  traveling  public,  to  endeavor 
to  insure  the  i)rovision  of  adtniuate  transportation  facilities  for  the  real  trans- 
portation needs  of  each  situation.  He  .should  be  charged  with  the  responsibility 
of  reconnnending  from  time  to  time  to  the  President  such  measures  and  policies 
as  in  his  opinion  would  promote  the  intei-ests  of  the  public  and  tlie  adequacy  of 
the  trans])ortation  service. 

(b)  If  he  liud  that  a  carrier  is  at  any  time  so  congested  or  otherwise  unable 
to  properly  handle  its  tratlic.  he  should  have  ixiwer  to  disti'ibute  such  traffic 
over  other  lines  and  routes  on  such  terms  as  between  the  s(>veral  carriers  as 
he  may  find  to  be  just  and  reasonabl(>  under  the  circumsranc«>s,  subject  in' 
r(>spect  to  sucli  terms  to  appeal  to  tlie  Interstate  Conunerce  Connnission. 

{(■)  If  he  find  it  to  be  practicable  and  in  the  public  interest,  he  should  have 
power,  in  the  event  of  the  failure  of  the  interested  carriers  to  agree,  to  require 
the  use  of  the  tenninals  of  any  carrier  by  another  or  other  carriers  on  such 
terms  as  he  may  fix  as  resonable  and  just,  subject  to  the  right  of  appeal  of 
any  interested  carrier  to  the  Interstate  Commerce  Conunission. 

id)  In  cases  of  serious  nationsd  emergency,  he  should  have  i)t>wer  to  direct 
that,  during  the  continuance  of  such  emergency,  the  carriers  should  coordinate 
their  facilities  aii<l  <ip(M-iitions  and  operate  their  pi-operties  as  a  unified  national 
system  on  such  terms  as  be  may  find  to  be  ju>;l  and  reasonable  in  the  public- 
interest.  I'r<)i)er  jirovision  should  be  made  for  just  compensation  to  any  car- 
rier injured  thereby. 
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(r)  If  he  find  it  necessary  in  order  to  provide  adequately  for  the  movement 
of  trattic.  he  should  have  power  to  require  any  carrier  to  distribute  its  cars 
to  other  lines  on  sucli  terms  as  he  may  deem  just,  subject  as  to  such  terms  to 
an  appeal  to  the  Interstate  Connuerce  Commission. 

(/)  He  should  have  power  to  require  any  carrier  to  distribute  its  cars 
anions  its  patrons  in  accordance  with  their  needs  and  the  public  interest  in 
the  same  manner  and  to  the  same  extent  as  the  Interstate  Connuerce  Com- 
mission is  now  l)y  law  authorized  to  do. 

5.  No  new  or  branch  lines  or  railroad  or  large  and  expensive  terminals 
should  be  constructed  unless  a  certificate  of  public  convenience  and  necessity 
is  first  obtained  from  the  secretary  of  transportation. 

6.  The  executive  and  administrative  functions  of  the  Interstate  Connuerce 
Commission,  except  as  to  accounting  and  as  to  Federal  valuation  of  railroad 
properties,  should  be  transferred  to  the  secr^etary  of  transportation. 

7.  The  carriers  should  have  the  power  to  initiate  rates,  schedules  of  which 
should  be  filed  with  the  Interstate  Connuerce  Commission,  with  the  secretary 
of  transportation  and  with  the  State  connnissions  of  the  States  in  which  the 
rates  are  applicable  and  through  which  the  carrier  operates;  and,  if  not  sus- 
liended  as  hereinafter  provided,  such  rates  should  become  effective  30  days 
after  the  same  have  been  so  filed,  mdess  a  shorter  period  is  in  special  case-? 
authorized  by  the  seci'etary  of  transportation. 

It  sliould  be  made  the  duty  of  the  secretary  of  transportation  to  promptly  con- 
sider the  new  rates  so  brought  to  his  attention,  and  he  shall  either — 

{(i)   Approve  the  same,  giving  his  reasons  for  such  approval,  or 

{}))  Permit  the  "rates  to  go  into  effect  without  his  specific  approval  or  dis- 
approval, or 

(c)    Disapprove  the  same,  giving  his  reasons  therefor. 

In  case  he  disapproves  any  rate  or  fails  to  specifically  approve  or  dis- 
approve it,  he  may  suspend  it  for  a  period  not  exceeding  60  days  and  refer 
the  same  to  the  Interstate  Commerce  Commission  for  consideration  and  de- 
termination. 

8.  The  statute  itself  should  provide  the  rule  of  rate-making,  and  should 
require  that  rates  be  not  only  what  has  been  called  reasonable,  but  adequate 
and  sufficient  to  enable  the  carriers  to  provide  safe,  adequate,  and  suflicient 
service,  to  protect  existing  investment  and  to  attract  the  new  capital  necessary 
in  the  public  interest,  and,  to  that  end,  the  statute  should,  among  other  things, 
specifically  provide  that  the  level  of  rates  must  properly  refiect  the  cost  of 
wages  and  all  other  expenses  incident  to  the  furnishing  of  transportation. 

9.  Kates,  whether  approved  or  disapproved  by  the  secretary  of  transportation, 
may  by  complaint  he  brought  before  the  Interstate  Commerce  Commission  for 
consi<leration.  M-hich  should  have  power  to  pass  upon  the  reasonableness  and 
adequacy  thereof,  subject  to  the  statutory  rule  in  regard  to  rate-making,  and, 
in  any  proceedings  before  it  in  respect  thereto  made  to  it  by  the  secretary  of 
transportation  should  be  presumed  to  be  reasonable  and  proper  until  found 
otherwise  by  the  connnission. 

10.  In  any  proceedings  before  it  in  respect  to  rates  the  Interstate  Commerce 
Commission  should  have  the  power  to  prescribe  mininuun  as  well  as  maximum 
rates  and  to  determine  the  relation  of  rates  and  differentials  whenever  necessary 
or  appropriate  to  establish  or  maintain  a  rate  structure  or  a  relation  or 
differential  found  l)y  it  to  be  just  and  proper. 

11.  The  statute  should  provide  that  existing  rates,  put  into  effect  by  the  Direc- 
tor General  of  Railroads,  should  be  continued  in  effect  until  changed  l>y  the 
Interstate  Connuerce  Commission  as  provided  by  law,  or  as  provided  in  para- 
graph 7  hereof. 

12.  Any  carrier  should  be  given  the  right  to  complain  of  rates  of  another  cfU"- 
rier  in  the  same  manner  and  to  the  same  extent  as  a  shipper  might  do. 

IrJ.  The  Interstate  Connuerce  Comnn'ssion,  in  order  that  matters  within  its  juris- 
diction may  be  dealt  with  more  promptly  and  satisfactorily  and  with  a  fuller 
appreciation  of  all  the  circumstances  and  local  conditions,  should  be  directed  to 
divide  the  United  States  into  such  number  of  regions  as  it  may  deem  wise,  and 
certify  the  number  of  regions  and  their  boundaries  to  the  President,  who  should 
appoint  for  each  region  a  regional  connnission,  which  should  be  a  board  of 
primary  jurisdiction,  consisting  of  one  member  for  each  of  the  States  emlu'aced 
therein.  The  regional  commission  should  have  authority  to  hear  and  determine 
all  complaints  in  respect  of  matters  within  the  jurisdiction  of  the  Interstate 
Commerce  Commission  arising  in  their  respective  regions,  and  to  make  reports 
thereon  to  the  Interstate  Commerce  Commission,  such  reports  during  a  fixed 
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period  to  be  subject  to  exceptions  by  any  of  the  parties,  as  in  the  case  of  reports 
by  masters  in  cliancery. 

If  no  exception  is  filed  within  the  time  limit  and  it  is  not  otherwise  ordered 
by  the  Interstate  Connnerce  Commission,  tlie  orders  and  findings  of  the  regional 
■commissions  should  automatically  go  into  effect.  If  there  are  exceptions,  or 
the  Interstate  Commerce  Commission  considers  the  issues  involved  of  suthcient 
importance  to  so  order,  a  hearing  should  be  had  before  it  on  such  exceptions, 
or  on  the  matters  made  subject  to  reconsideration  by  order  of  the  commission, 
and  the  order  of  the  connnission  should  have  the  same  effect  as  now  provided  by 
law  in  respect  to  its  orders. 

14.  Express  rates  should  be  dealt  with  in  the  same  manner  as  freight  rates. 
Contracts  between  express  companies  and  railroad  companies  for  division  of 
express  earnings  should  not  become  effective  until  approved  by  the  secretary  of 
transportation. 

15.  Section  10  of  the  Clayton  Act  should  be  so  modified  as  not  to  unduly 
hamper  the  proper  transaction  of  business. 

16.  Existing  laws  should  be  so  modified  as  to  authorize  upon  approval  by  the 
secretary  of  transportation  as  being  in  the  public  interest : 

(a)  Acquisition  by  a  carrier  engaged  in  interstate  commerce  of  the  properties, 
stocks,  or  securities  of  another  or  other  carriers;  or  consolidations  and  mergers 
■of  such  carriers ; 

(b)  Agreements  between  carriers  engaged  in  interstate  commerce  in  respect 
to  rates  and  practices; 

(c)  The  pooling  of  cars  and  other  transi)ortation  facilities: 

id)  The  division  of  earnings  in  connection  with  the  elimination  of  unneces- 
sary train  service. 

All  such  agreements  i\nd  arrangements  should  be  filed  with  the  Interstate 
Commerce  Commission  and  with  the  commissions  of  the  several  States  whose 
traffic  is  affected,  as  well  as  with  the  secretary  of  transportation,  and  be  open 
to  public  inspection. 

17.  Continuity  and  regularity  of  inspection  are  absolutely  essential  to  the 
public.  Both  the  capital  invested  and  the  labor  employed  in  transportation 
are  therefore  engaged  in  a  busine.ss  vitally  affecting  the  public  interest,  and 
by  engaging  therein  assume  the  implied  obligation  not  unreasonably  to  impair 
or  interrupt  the  movement  of  trains. 

Questions  of  wages  and  working  conditions  affecting  individual  railroads 
should  be  settled,  if  possible,  by  officers  of  the  railroads  and  representatives  of 
the  employees.  A  board  should  be  constituted,  under  the  secretary  of  trans- 
portation, on  which  the  employees,  the  employers,  and  the  public  should  have 
equal  i-epresentation  with  the  (hity  and  authority  tt>  investigate  and  report  to 
the  secretary  of  tr-;uisportati(m  on  the  merils  of  any  controver.'^y.  which  the 
parties  are  unable  to  adjust,  arising  in  the  railroad  or  other  transiwrtation 
service,  either  in  regard  to  wages  or  in  regard  to  conditions  of  service;  and, 
pending  such  imestlgation  and  report  and  for  a  reasonable  time  thereafter, 
there  should  bo  no  lockout  by  the  carriers  and  no  concerted  action  on  the 
part  of  employees  which  would  have  the  effect  of  interfering  with  or  inter- 
rupting the  orderly  movement  of  the  United  States  mail  or  interstate  or  for- 
eign connnerce.  The  scale  of  wages  and  the  expense  incident  to  any  change 
in  the  conditions  of  service  recommended  in  the  report  of  such  board,  if  put 
into  effect,  should  be  accepted  and  recognized  in  the  making  of  rates  as  a 
legitimate  expense  of  transportation. 

IS.  Provision  should  be  made  for  the  funding  by  the  United  States  of  in- 
ilel)fedness  of  carriers  to  it  growing  out  of  Federal  control. 

10.  There  should  l)e  in  the  Inderal  Government  the  exclusive  governmental 
power  to  supervise  and  authorize  the  issue  of  securities  by  railroad  carriers 
engaged  in  interstate  or  foreign  commerce,  or  by  holding  companies  controlling 
any  such  carrier. 

20.  A  system  of  Federal  incorporation  should  be  adopted  into  which  should 
be  brougiit  all  railroad  corporations  engaged  in  interstate  or  foreign  com- 
merce. Such  system  should  be  compulsory  and  not  elective.  It  should  pre- 
serve to  corporations  reincorporating  under  it  not  only  all  of  their  contract 
rights  and  oilier  assets  of  all  sorts,  but  also  (except  as  to  any  feature  con- 
trary to  an  act  of  Congress)  their  existing  charter  powers,  and  they  should 
filso  possess  the  general  powers  conferred  upon  all  corporations  organized 
under  the  Federal  act.  The  system  of  incorporati<ni  should  provide  a  means 
of  consolidation  and  merger  for  existing  corporations  engaged  in  interstate  or 
foreign  commerce,   with  the  necessary  power  of  condemnation ;   jirovided   the 
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secretary  of  transportation  tinds  that  such  consoUHution  or  niei\i;'er  is  not  con- 
trai'y  to  the  puhlic  interest  and  approves  the  same. 

Senator  Po:merene.  Does  that  plan  represent  the  unanimous  views 
of  your  organization  ? 

Mr.  Thom.  I  think  that  I  will  have  to  answer  that  in  this  way: 
There  was  some  disrtission  of  certain  features  of  it  at  our  last  meet- 
ing in  Philadelphia,  and  one  or  two  gentlemen  dissented  in  the  dis- 
cussion from  certain  features;  hut  Avhen  it  came  to  a  vote,  I  do  not 
recall  that  there  was  any  negative  vote.  It  is  the  action  of  the  as- 
sociation, and  if  there  is  any  dissent  from  any  feature  of  it,  it  is  not 
numerically  large. 

Senator  Pomekene.  AVhat  I  had  especially  in  mind — and  it  may 
be  that  a  second  reading  of  the  plan  would  satisfy  the  doubt  or  the 
thought  I  had  in  mind — was  that  you  speak  of  a  "  secretary  of 
transportation."  Now,  was  it  your  thought  that  that  should  apply 
alone  to  railroad  transportation;  or  should  this  secretary  of  trans- 
portation have  jurisdiction  and  control  of  all  water  transportation 
and  any  truck  transportation  systems  that  might  be  established? 
Those  are  important  elements  in  considering  the  general  proposition 
of  transportation;  and  I  was  interested  to  know  whether  you  in 
tended  to  embrace  all  transportation  within  the  jurisdiction  of  a 
secretary  of  transportation? 

Mr.  THo:\r.  Senator,  we  have  felt  that  we  ought  to  undertake  to 
speak  alone  for  the  kind  of  transportation  that  we  represent. 

Senator  Pomerene.  But  there  is  such  an  interrelation  between 
water  transportation,  especially,  and  rail  transportation  that,  as- 
suming that  we  should  arrive  at  the  conclusion  that  there  should 
be  a  secretary  of  trans^portation,  I  could  not  see  any  logical  reason 
for  excluding  from  his  jurisdiction  the  water  transportation  or  truck 
transportation  or  any  other  system  of  transportation. 

Mr.  Thom.  And  neither  do  I;  but  we,  of  course,  feel  a  hesitancy 
in  undertaking  to  bespeak  the  sentiments  of  these  other  interests. 
If  you  ask  me  my  personal  view,  I  agree  with  you.  I  think  his  juris- 
diction should  extend  over  the  whole  field  of  interstate  and  foreign 
transportation,  so  far  as  the  Government's  hand  reaches  it  at  all. 

Senator  Pomerene.  In  other  words,  it  was  because  of  your  innate 
modesty  that  you  did  not  want  to  speak  for  the  other  interests? 

Mr,  Thom.  Yes;  I  am  trying  to  introduce  myself  to  you  in  that 
role.  At  the  very  outset  of  your  deliberations,  you  are  met  with  the 
necessity  of  determining  the  fundamental  question  of  whether  the 
future  system  of  regulation  of  commerce  in  the  United  States  is  to 
be  by  Government  ownership  or  by  private  ownership.  If  you  de- 
cide in  favor  of  Government  ownership,  that,  of  course,  will  put  on 
one  side  a  great  deal  of  the  discussion  which  you  will  hear,  because 
it  will  be  utterly  inapplicable.  In  what  I  shall  say,  I  shall  assume 
that  for  the  time  being  at  least,  Avhatever  may  be  the  development  of 
the  future,  Government  ownership  will  not  be  selected  by  Congress 
as  a  method  of  regulation.  I  shall  not  attempt,  Mr.  Chairman,  to 
discuss  the  merits  or  demerits  of  Government  ownership.  I  do  not 
know  that  I  could  add  to  the  fund  of  argument  or  information  that 
has  already  been  presented,  in  one  form  or  another,  and  available 
to  this  committee,  on  that  subject. 

I  am  merely,  in  presenting  this  side,  trying  to  interpret  as  I  see  it 
the  public  sentiment  of  this  country  as  not  at  the  moment  ready  to  do 
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otherwise  than  to  continue  the  system  of  private  initiative  and  owner- 
ship. And  what  I  shall  sa}',  therefore,  will  be  directed  toward  the 
aspect  of  this  case  which  relates  entirely  to  the  system  of  regulation, 
which  involves  the  ownership  and  operation  of  these  instrumentali- 
ties of  commerce  by  private  individuals. 

There  is  one  thing  which,  at  the  beginning  of  the  discussion,  T 
think  we  should  also  have  understood :  If  the  public  mind  of  the  coun- 
try and  the  mind  of  Congress  is  not  now  convinced  that  there  is  not 
a  bountiful  and  adequate  supply  of  private  funds  available  for  in- 
vestment in  this  class  of  industrial  activities,  and  that  all  that  is 
needed  is  the  hand  of  regulation  and  control,  we  might  as  well  pro- 
ceed no  further,  because  Ave  are  convinced  that  Congress  would  lie 
proceeding  upon  a  false  assumption;  we  are  convinced  that  it  can 
no  longer  be  said  that  money,  capital,  is  waiting  for  investment  in 
this  class  of  enterprise;  that  inducements  for  its  investment  are 
already  strong  enough;  and  that  all  that  is  needed  is  for  Congress 
or  the  Government  in  some  aspect  of  its  activities  to  lay  its  hand  upon 
it  and  regidate  how  it  is  to  be  used.  Our  belief  is,  and  the  belief 
on  which  I  shall  attempt  to  discuss  this  question  is.  that  capital  has 
iiow  to  be  attracted  into  these  enterprises  or  it  will  not  come;  and 
unless  Congress  is  willing  to  accept  that  view,  and  if  it  should  legis- 
late upon  the  theory  that  it  does  not  have  to  be  attracted  but  nuist 
be  checked  and  controlled,  then  my  belief  is  that  every  moment  you 
devote  to  this  subject  is  wasted,  because  your  assum])tion  Avill  not 
be  supported  by  the  actualities  of  the  situation  and  you  will  be 
legislating  in  favor  of  a  situation  that  will  crumble  at  the  first  frost 
that  comes  upon  it. 

Conditions  in  this  country  have  been  goii^ig  on.  tendencies  have 
originated  and  are  in  operation,  forces  have  grown  into  controlling 
power,  that  have  made  the  flow  of  capital  into  these  enterprises  come 
to  a  standstill,  and  it  is  no  longer  available. 

I  do  not  think,  as  I  shall  try  to  indicate  to  you,  that  the  fact  about 
this  matter  is  a  matter  of  statistical  treatment ;  I  do  not  believe  that 
you  can  correctly  appraise  the  present  financial  situation  by  looking 
at  a  table  of  figures  as  to  results  of  operation.  I  think  you  have  got 
to  go  beyond  that,  as  I  shall  attempt  to  develop  as  I  proceed.  But  at 
the  very  outset  I  wish  to  call  attention  to  some  things  that  the  figures 
show,  in  this  very  interesting  table  that  was  presented  by  Mr.  Com- 
missioner Clark. 

The  committee  will  appreciate  that  the  year  1010  was  one  of  the 
epochal  years  in  the  matter  of  railroad  regulation.  In  that  year 
Congress  carried  its  system  of  regulation  further  than  it  had  ever 
done  before.  Since  that  year  the  railroads  have  been  operating  under 
this  enlarged  Federal  control.  I  Avish,  therefore,  to  ask  your  atten- 
tion to  some  of  the  figures  Avhich  the  statistics  of  this  country  reveal 
in  respect  to  the  operation  of  railroads,  taking  the  year  1910  as  a 
base. 

Senator  Watson.  Why  1910,  any  more  than  any  other  year? 

jNfr.  THo:sr.  Because,  as  I  have  just  said,  there  was  a  new  system  of 
regulation  that  went  into  effect  at  that  time. 

Senator  Watson.  And  that  is  the  reason  you  take  that  year? 

Mr.  TiiOAf.  Yes.  Xow.  from  this  stntement.  if  von  gentlemen  have 
it  before  you — I  would  like  for  you  to  be  able  to  follow  the  figures. 

Senator  Pomerene.  Is  that  the  statement  introduced  yesterday? 
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Mr.  Thom.  No.  The  statement  introduced  by  Commissioner  Clark 
a  few  days  ago. 

In  the  year  1910  the  operating  income  amomited.  in  round  figures, 
to  $8-26,000,000.  In  1911  the  operating  income  had  fallen  to 
$768,000,000,  in  round  figures — a  decrease,  in  lound  figures,  of 
$58,000,000. 

In  1910  the  investment  account  of  the  carriers  was,  in  round  fig- 
ures, $14,557,000,000.  In  1911  that  investment  figure  had  grown  to 
$15,612,000,000. 

Senator  Pomerene.  Do  you  use  that  term  "  investment  figure  "  as 
interchangeable  with  the  book  cost  of  the  property?  " 

Mr.  Thom.  The  book  investment ;  yes,  sir.  And  I  want  to  explain 
here  that  whatever  criticism  there  ma}^  have  been  in  the  early  days  of 
that  book  account,  I  think  it  will  be  admitted  that  ever}^  dollar  that 
is  shown  in  this  book  investment  account  since  1907,  when  the  Inter- 
state Commerce  Connnission  changed  its  rules  on  that  subject,  repre- 
sents an  actual  dollar;  so  that  wdiere  there  is  an  increase  it  means  an 
increase  of  so  many  actual  dollars,  whatever  may  be  the  dispute  as 
to  the  early  book  investment  figures.  Since  1907  the  investment  ac- 
counts of  these  railroads  have  been  kept  under  the  strict  supervision. 
of  the  Interstate  Commerce  Commission,  and  when  a  dollar  is  added 
to  book  investment  it  means  a  dollar  invested.  So  that  between 
1910  and  1911  there  was  an  increase  in  investment  of  $1,055,000,000. 

Senator  Cum^iixs.  I  want  to  understand  that,  Mr,  Thom.  Do  you 
mean  that  if  a  company  issued  $1,000,000  of  stock  and  sold  it  at  90 
cents  on  the  dollar,  the  book  investment  would  show  only  an  addition 
of  90  per  cent  ? 

Mr.  Thom.  Yes. 

Senator  Cuinfmins.  It  excluded  all  commissions? 

Mr.  Thom.  It  showed  the  dollar  invested.  It  had  nothing  to  do 
with  the  capitalization  side.  It  showed  the  dollar  invested.  Am  I 
not  right  in  that.  Commissioner  Clark? 

Commissioner  Clark.  I  think  so. 

Senator  Pomerene.  Let  me  understand  clearly,  folloAving  the  ques- 
tion of  Senator  Cummins :  That  would  not  show  the  commissions 
paid,  then? 

Mr.  Thom.  This  is  the  investment.  It  is  not  the  expense  of  raising 
capital  at  all.    It  is  the  investment. 

Senator  Cummins.  It  shows,  you  say,  the  net  amount  that  was 
raised  by  whatever  means,  and  that  actually  came  into  the  hands  of 
the  company? 

Mr,  Thom.  Leaving  aside  the  question  of  how  they  got  it,  from 
whatever  source,  it  shows  the  dollar  invested — 100  per  cent. 

Senator  Pomerexe.  In  physical  property? 

Mr.  Thom.  Yes :  that  is  what  it  shows.  So  that  from  1910  to  1911 
there  was  a  decrease  in  operating  income  of  $58,000,000,  and  an 
increase  in  investment  of  $1,055,000,000. 

Senator  Cuminiixs.  One  more  question,  Mr.  Thom,  so  that  it  will 
be  perfectly  clear :  This  investment  account,  of  course,  showg  invest- 
ments in  property  from  surplus  earnings,  as  well  as  from  any  addi- 
tional capitalization? 

Mr,  Thom.  Yes:  from  whatever  source  they  come,  that  is  true.  But 
there  is  the  fact,  as  I  have  read  it,  as  shown  by  this  paper. 
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Now,  passing  to  1912,  and  comparing  1912  with  1910,  we  have  an 
operating  income  which  has  fallen  to  $751,000,000  in  round  figures,  a 
decrease  of  $75,000,000,  while  the  book  investment  has  gone  up  to 
$16,004,000,000,  or  an  increase,  as  compared  with^  1910,  of 
$1,447,000,000. 

In  1913  we  have  an  operating  income  of  $831,000,000,  which  is  an 
increase  of  $5,000,000  over  1910,  and  a  book  investment  of  $16,588,- 
000,000,  or  an  increase  in  book  investment  of  $2,031,000,000. 

In  1914  the  operating  income  fell  to  $705,000,000,  a  decrease  from 
1910  of  $121,000,000,  while  the  book  investment  had  risen  to  $17,153,- 
000,000,  or  an  increase  of  $2,596,000,000  over  1910. 

In  1915  the  operating  income  had  fallen  to  $728,000,000,  which  is  a 
decrease  of  $98,000,000.  The  book  investment  had  risen  to  $17,437,- 
000,000,  an  increase  over  1910  of  $2,880,000,000. 

In  1916  the  operating  income  rose  to  $1,043,000,000,  which  was  an 
increase  over  1910  of  $217,000,000,  while  the  book  investment  had 
risen  to  $17,684,000,000.  or  was  greater  than  in  1910  by  $3,127,000,000. 

Now,  I  invite  your  attention  to  the  fact  that  in  but  two  years  from 
1910  to  and  including  1916  was  there  as  great  an  operating  income  as 
in  1910.  I  invite  your  attention  again  to  the  lact  that  the  property 
which  produced  that  result  had  risen  from  1910  to  1916,  so  as  to 
show  a  greater  investment  in  1916  over  1910  to  the  extent  of 
$3,127,000,000. 

Now,  what  is  the  significance  of  those  figures? 

Senator  Watson.  During  that  time,  as  Mr.  Clark  testified  the 
other  day,  how  do  you  account  for  the  fact  that  the  surplus  accumu- 
lated from  $1,371,000,000  to  $1,935.000.000— an  increase  of  practi- 
cally $600,000,000  in  the  surplus  during  that  same  time? 

Mr.  Thom.  I  am  coming  to  that.  Seucitor,  but.  I  will  answer  it 
briefly  now.  That  entire  surplus,  speaking  generally,  came  from 
other  sources  than  the  operation  of  the  railroads,  as  I  will  show  in  a 
moment. 

Senator  Kellogg.  I  suppose  it  was  also  invested  in  property,  rather 
than  being  carried  as  cash  on  hand,  was  it  not? 

Mr.  Tiio:m.  Oh,  yes;  in  some  kind  of  property;  I  do  not  know  what 
it  was. 

Now.  we  are  talking  about  credit:  we  are  talking  about  why  men 
should  put  more  money  into  these  railroads.  Here  Ave  have  an  in- 
crease in  investment  in  these  railroads  from  1910  of  $3,127,000,000 
over  1910.  Now.  what  was  its  return  from  operating  income?  How 
much  did  you  earn  on  that?  You  had  in  1911,  $.kS.000.000  less  to 
pay  on  the  increased  investment  than  you  had  in  1910.  Now,  re- 
member, gentlemen,  you  are  busy  with  the  question  of  Avhether  money 
is  seeking  this  investment.  You  are  asked,  or  I  am  askinl,  or  some- 
body is  asked  to  ]^\^t  more  monev  in.  AVell.  here  is  somebodv  who 
has"  put  in  $1,055,000,000  between  1910  and  1911  in  these  enterprises, 
and  the  results  of  operation  to  pay  a  return  on  that  are  $58,000,000 
less  in  the  second  year  than  in  the  first.  In  the  third  year,  to  wit.  1912, 
altliough  there  is  an  additional  capital  to  have  a  return  on  of  over 
$2,000,000,000,  vou  have  $75,000,000  less  of  operatino-  income  to  pav 
it  with. 

In  1913  yvu  have  an  increase  in  operatino-  income,  as  a  retnrn  on 
your  :',.'l(1itional  capital,  of  $5,000,000;  but  you  have  over  $2,000,000,000 
of  inc  reased  investment  to  pay  it  on,  and  that  means  that  for  the  first 
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year  in  those  three,  and  that  the  only  year  between  1910  and  191G, 
you  have  something  to  pa}'  on  yonr  new  capital.  And  how  much  is 
it?  It  is  $5,000,000  to  pay  a  return  on  $2,000,031,000,  or  one-quarter 
of  1  per  cent. 

In  1914  you  have,  as  compared  with  1910,  $121,000,000  less  to  pav  a 
return  on  an  additional  capital  of  $2,596,000,000. 

In  1915  vou  have  $98,000,000  less  than  vou  had  in  1910,  and  you 
have  $2,880,000,000  of  additional  capital  to  pay  on. 

In  191(),  which  was  the  banner  year  in  the  entire  history  of  these 
roads,  you  have  $217,000,000  more  than  you  had  in  1910,  but  you  have 
$3,127,000,000  more  of  capital  to  pay  on,  or  seven-tenths  of  1  per 
cent. 

Senator  Pomerene.  That  is,  on  the  increase? 

Mr.  Thom.  Yes;  the  increase.  Noav,  we  are  talking.  Senator,  about 
what  is  going  to  induce  an  increase  in  the  investment ;  that  is  what 
we  are  talking  about.  We  are  dealing  here  with  the  question  of  credit 
and  the  attraction  of  capital,  and  we  take  capital  which  has  gone  into 
these  roads — some  from  eaiuiings,  some  from  other  sources — and  we 
find  out  that  there  is  nothing  in  the  operating  income  of  these  prop- 
erties that  gives  any  guaranty  at  all  of  a  return  on  the  money. 

Senator  Underwood.  That  is.  you  mean  taking  them  on  an  aver- 
age, Mr.  Thom  ? 

Mr.  Thom.  Of  course,  that  is  what  I  mean.  I  am  talking  about 
the  genera]  railroad  situation. 

Senator  Under"\vood.  I  am  not  combating  your  argument,  because 
I  think  it  is  the  crux  of  the  whole  proposition;  but  to  come  right 
down  to  an  analysis  of  it — and  that  is  what  w^e  have  got  to  do  before 
we  undertake  to  legislate — is  not  the  real  analysis  of  these  figures 
this,  that  railroad  capital  did  increase  over  $3,000,000,000  in  this 
period  of  time  you  have  referred  to  and  the  general  operating  reve- 
nue Avas  falling  off  in  that  time:  but.  nevertheless,  there  were  a  num- 
ber of  investors  Avho  did  invest  money  to  the  extent  of  $3,000,000,000, 
because  it  is  there  on  the  books?  And  the  w-ay  that  happened  was 
that  some  of  those  roads  during  that  period  of  time  were  making 
ample  revenue,  and.  therefore,  they  could  float  their  bonded  indebt- 
edness and  their  other  securities,  whereas  some  of  them  were  not 
and  were  getting  behind  all  the  time.  Is  not  that  the  real  analysis 
of  it?  That  is  how  you  got  your  capital  increased.  Now,  w^e  are 
confronted  with  that  same  situation  right  now.  There  are  railroads 
which,  if  we  turned  them  back  to  their  private  owners  to-day,  could 
go  ahead  and  issue  their  securities  and  maintain  themselves;  but  if 
we  did  not  look  at  this  proposition  from  the  standpoint  of  the 
public — the  service  to  the  ]:>ublic — and  only  took  into  consideration 
the  solvent  roads,  we  would  soon  have  the  public  without  service, 
because  it  is  the  weak  roads  that  we  have  got  to  take  care  of.  Is  not 
that  true? 

Mr.  Ttiom.  That  is  true.  Senator;  but  I  think  I  would  like  to 
discuss  that  in  a  more  extended  way  than  a  mere  answer  to  a  ques- 
tion, and  which  I  had  intended  to  do.  Mr.  Kruttschnitt  has  called 
my  attention  to  the  fact  that  in  my  statement  here  I  have  made  one 
rather  considerable  mistake.  I  had  gone  over  it  with  a  gentleman  in 
whose  accuracy  I  had  entire  confidence,  as  I  thouglit  I  had  in  my 
own;  but  I  stated  just  now  that  the  results  for  191G  showed  seven- 
tenths  of  1  per  cent.    I  ought  to  have  said  7  per  cent  for  191G. 
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Senator  Pomerene,  That  is,  7  per  cent  on  the  increased  invest- 
ment ? 

Mr.  Thom.  Yes. 

Senator  Cuimmins.  Mr.  Tliom.  before  you  pass  from  that  point, 
let  me  ask  you  this:  It  is  true,  is  it  not.  that  Avhen  you  came 
to  191G  aiul  had  a  book  account  or  a  book  cost  of  propertv  of 
$17,664,000.000 

Mr.  Thom  (interposing).    $684,000,000. 

Senator  Cummins  (continuing).  That  about  $11,000,000,000  of 
that  amount  were  represented  by  long-time  bonds  bearing,  on  an  aver- 
age, say,  of  4^  per  cent  interest? 

Mr.  Thom.  Well.  I  do  not  know  the  average,  but,  of  course,  a 
large  proportion — about  $11,000,000.000 — was  in  bonds. 

Senator  Cummins.  And  these  men,  whoever  held  these  bonds,  had 
taken  them,  believing  that  it  was  a  good  investment  at  that  rate  of 
interest — I  think  it  is  safe  to  say  that  it  is  about  4^,  or  possibly  a 
little  under  that — and  you  had  the  entire  difference  between  that 
4^  per  cent  interest  upon  those  bonds  and  the  5.90  per  cent  that  the 
property  earned  upon  the  book  cost  to  apply  either  to  surplus  or 
dividends  on  stock? 

Mr.  Thom.  Well,  undoubtedly. 

Senator  Cummins.  Yes.  And  your  operating  income  for  1910,  the 
year  in  which  you  began  with  your  illustration,  exceeded  any  pre- 
vious year  in  the  whole  historv  of  railroading  bv  nearly  $67,000,000, 
did  it  not? 

Mr.  Thom.  I  have  not  compared  that.  You  are  doubtless  right 
about  it.    I  do  not  know. 

Senator  Cuimmins.  And  can  you  mention  a  single  instance,  or,  at 
most,  more  than  one  instance,  in  which  the  Interstate  Commerce 
Commission  reduced  any  rate  which  had  been  made  by  the  railroad 
companies  upon  any  traffic  in  this  eastern  country? 

Mr.  Tho^i.  No,  I  am  not  attacking  the  Interstate  Commerce  Com- 
mission  

Senator  Cummins  (interposing).  It  has  never  reduced  any  rate 
upon  which  any  considerable  amount  of  traffic  moved  in  this  eastern 
territory,  has  it? 

Mr.  Thom.  Not  that  I  know  of. 

Senator  Cummins.  No. 

Mr.  Thom.  But  I  am  discussing  the  thing  from  the  standpoint  of 
credit.    That  is  what  I  am  trying  to  do. 

Senator  Cummins.  It  seems  to  me  that  the  suggestion  is  that 
hostile  or  unfriendly  regulation  has  brought  about  an  unsatisfac- 
tory financial  condition  of  your  proi)erties. 

Mr.  Thom.  Now,  Senator,  if  you  will  just  bear  with  me  a  while,  I 
am  going  to  develop  my  view  of  that. 

The  Chairman.  Mr.  Thom,  before  you  pass  from  that,  I  notice  in 
the  years  that  you  use  here  to  show  the  increased  investment  and 
the  decreased  return,  that  the  average  rate  of  dividend  for  those 
identical  years  began  to  rise  with  that  very  year.  In  1910  it  arose 
from  6.53  per  cent  in  dividends  paid  to  7.50  per  cent:  in  1911,  to  8.03 
per  cent;  in  191'2,  to  7.17  per  cent;  and  then  it  di-ops  down  ultimately, 
in  1916.  to  6.48  per  cent;  so  that  taking  those  six  years  and  compar- 
ing tliem  with  the  six  years  preceding,  your  rate  of  dividend  paid 
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by  dividend-paying  roads  was  greater  than  it  was  in  the  former 
period  ? 

Mr.  Tho:m.  Yes.  Senator;  that  wotihl  be  naturally  the  case  when 
you  eliminate  the  low-dividend-paying  roads. 

The  Chairman.  Then,  that  carries  out  the  idea  that  Senator  Un- 
derwood was  trying  to  develop,  that  even  under  this  largely  in- 
creased investment  there  were  strong  roads  that  paid  dividends? 

Mr.  Thom.  Oh,  yes;  and  there  has  been  no  denial  of  that;  but  I 
want  to  ask  your  attention  to  this :  If  you  will  look  at  the  percentage 
of  stock-yielding  dividends,  which  is  also  in  this  statement,  you  will 
find  that  the  percentage  of  stock  that  paid  any  dividends  at  all  fell 
from  66.71  per  cent  inlOlO  to  60.38  per  cent  in  1916. 

The  Chairman.  Let  me  ask  you  another  question  there,  Mr.  Thom. 

Mr.  Thom.  Just  let  me  finish  that  idea  first. 

The  Chairman.  Yes. 

Mr.  Thom.  Now,  suppose  you  have  two  stocks,  one  paying  10  per 
cent  and  the  other  paying  5  per  cent,  and  of  equal  amount.  Now, 
when  you  average  them,  they  will  pay  7^-  per  cent,  will  they  not? 
Now,  suppose  you  strike  out  the  5  per  cent  stock  altogether,  and  do 
not  pay  anything  on  that;  then  your  average  would  show  10  per 
cent,  would  it  not?  So,  as  you  reduce  the  number  of  dividend-paying 
stocks  from  66  per  cent  down  to  60  per  cent,  and  strike  out  thereby 
the  w^eaker  roads  and  the  roads  that  are  paying  the  smaller  divi- 
dends, naturally  the  dividend  average  on  the  others  rises. 

The  Chairman.  Now,  may  I  ask  you  this  question?  That  leads 
right  up  to  what  I  intended  to  ask  you :  Have  you  any  way  of  know- 
ing on  what  roads  this  money  was  invested?  Was  it  on  the  weak 
roads  or  the  strong  roads?  The  dividend-paying  roads,  or  those 
that  did  not  pay  dividends? 

Mr.  Thom.  I  suppose  it  was  invested  in  dividend-paying  roads. 
The  proportion  in  which  it  was  invested,  however,  I  do  not  know. 

Senator  Cummins.  Will  you  tell  me,  Mr.  Thom,  what  percentage 
of  the  traffic  of,  the  country  was  moved  by  dividend-paying  roads  ? 

Mr.  Tho^i.  No  ;  I  do  not  know. 

Senator  Cummins.  Well,  it  was  a  very  large  percentage,  was  it  not? 

Mr.  Thom.  I  should  say  so. 

Senator  McLean.  In  the  column  showing  the  amount  of  dividends 
paid  it  is  made  clear  that  thev  were  reduced  from  $405,000,000  in  1910 
to  $342,000,000  in  1916;  that  is  to  say,  in  the  banner  year,  1916,  they 
paid  in  dividends  $60,000,000  less  than  in  1910? 

Mr.  Thom.  Exactly.  Now,  I  want  to  draw  some  other  inferences 
from  this  table,  which  I  will  ask  you  gentlemen  to  consider : 

First.  That  with  the  exception  of  1913  there  was  a  very  much  lower 
operating  income  each  year  up  to  1916  than  for  1910.  That  I  have 
already  discussed. 

vSecond.  That  in  each  of  these  years  there  was  a  very  large  addition 
to  the  property  investment,  so  that  the  investment  Avas  growing  and 
the  return  was  lessening.    I  have  alreadv  discussed  that. 

Third.  That  in  no  year  after  1910  and  before  1916,  except  1913, 
were  the  earnings  sufficient  to  pay  the  interest  and  dividends  that 
were  paid. 

Now,  if  you  will  add  together  the  interest  nnd  dividends  on  this 
table  and  apply  merely  your  operating  results  as  a  fund  to  pay  them. 
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then  you  will  find  that  in  no  year  during  that  time  was  the  operating 
income  sufficient  to  pay  the  dividends  and  the  interest  that  were  paid. 

Senator  Underwood.  Well,  how  did  they  get  it? 

Mr.  TiiOM.  They  got  it  from  other  sources. 

Senator  Underwood.  I  know,  but  from  what  sources? 

Mr.  Thom.  Other  investments. 

Senator  Cummins.  Where  did  they  get  the  money  with  which  to 
make  other  investments? 

Mr.  TnoM.  Oh,  they  got  it  through  the  results  of  previous  years. 

Senator  Underwood.  In  the  main,  they  must  have  been  paying  out 
of  surplus  to  accomplish  that  result,  must  they  not,  Mr.  Thom  ? 

Mr.  Thom.  To  accomplish  what  result  ? 

Senator  Underwood.  To  be  able  to  pay  large  sums  in  dividends? 

Mr.  TiiOM.  That  is  what  I  am  coming  to.  I  will  read  the  aggregate 
figures  into  the  record,  if  you  would  like  them.  I  have  the  aggregates 
here.  The  interest  and  dividends  for  1910,  together,  that  were  paid 
amounted  to  $805,353,472.  The  operating  income  for  that  year 
amounted  to  $8'2G,466,75G.  Therefore,  that  year  the  operating  income 
was  sufficient  to  pay  the  interest  and  dividends. 

Now,  second,  the  interest  and  dividends  paid  in  1911  amounted  to 
$870,5-22,228,  while  the  operating  income  for  1911  amounted  to  only 
$768,213,345! 

The  interest  and  dividends  for  1912  amounted  to  $829,342,042,  while 
the  operating  income  for  that  year  amounted  to  $751,266,806. 

The  interest  and  dividends  paid  in  1913  amounted  to  $803,830,306 ; 
the  operating  income  for  that  year  amounted  to  $831,343,282. 

For  1914  the  interest  and  dividends  aggregated  $891,553,240,  while 
the  operating  income  for  that  year  amounted  to  $705,883,489. 

For  1915  tile  interest  and  dividends  amounted  to  $792,663,959,  while 
the  operating  income  for  that  year  Avas  $728,212,079. 

So  that  those  figures  bear  out  this  conclusion  that  for  no  year  after 
1910  and  before  1916,  except  1913,  were  the  earnings  sufficient  to  pay 
the  interest  and  dividends.  , 

Fourth.  That  the  aggregate  operating  income  from  1910  to  1916, 
inclusive,  Avas  not  enough  to  pay  the  aggregate  of  the  interest  and 
dividends  paid  in  that  ])eriod. 

Senator  Po:^rERENE.  By  how^  much? 

Mr.  Thom.  The  aggregate  interest  and  dividends  paid  in  that 
period — no;  I  will  get  those  figures.  Senator.  I  do  not  seem  to  have 
them. 

Senator  Pomerene.  I  will  ask  that  they  be  inserted. 

Mr.  Thom.  I  will  ask  one  of  you  gentleman  here  to  make  that  cal- 
culation for  me.  and  to  have  it  ready.    Have  you  got  it  there? 

A  VOICE.  Yes  [handing  paper  to  ]\Ir.  Thom]. 

Senator  Watscn.  During  all  that  time  they  did  pay  the  interest 
and  dividends,  did  they  not? 

Mr.  Thom.  Yes;  I  am  coming  to  that. 

The  CHAiRivrAN.  Right  at  this  point.  I  avouKI  like  to  have  this  made 
clear  to  me:  Right  at  this  time  that  you  are  comparing  those  figures 
of  earnings,  as  shoAvn  by  operating  income,  I  see  that  taking  the  very 
year  beginning  Avith  the  real  investment — as  you  say,  "  the  dollar 
investment" — vour  surplus  Avas  $1,371,000,000,  as  comj^ared  Avith 
$800,000,000  in*  1909— an  increase  of  half  a  billion  dollars— and  that 
it  steadilv  increased  from  that  A'car  to  191(),  when  it  Avas  approxi- 
mately $2,000,000,000  in  that  very  period. 
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Mr.  Tri03r.  Senator,  that  is  what  all  these  gentlemen  are  asking 
about  now,  and  I  am  asking  if  yon  will  wait  until  I  can  get  to  that, 
and  I  will  explain  it. 

Senator  Townsend.  Can  you  tell  me  why  1916  was  so  much  more 
favorable  than  the  other  years? 

Mr.  Thom.  Oh,  they  had  a  tremendous  traffic  that  year.  That  was 
an  exceptional  year. 

Senator  Toavnsexd.  Is  there  any  probability  that  that  would  have 
been  much  lessened  in  1917  if  you  had  had  normal  conditions? 

Mr.  Tiioisr.  I  do  not  know  what  you  mean  by  "  normal  conditions." 

Senator  Townsend.  If  we  had  not  gone  in  and  taken  charge  of  the 
railroads? 

Mr.  Thom.  We  were  in  charge  of  the  railroads  in  1917. 

Senator  Townsend,  What  were  they  in  1917? 

]\Ir.  Thom.  They  were  very  good. 

Senator  Townsend.  About  the  same,  were  they  not? 

iMr.  Thom.  A  little  less. 

Senator  Townsend.  Now,  suppose  that  this  table  shows  that  there 
has  been  an  increase  in  the  operating  income,  compatible  with  the 
increase  of  capital,  Avould  that  throw  any  light  on  the  question  as  to 
what  was  happening  to  the  unprofitable  roads? 

Mr.  Thom.  Not  necessarily,  because  this  is  an  aggregate  statement. 

Senator  Townsend.  And  if  the  facts  are  that  this  increase  of  capi- 
tal has  occurred  to  the  profitable  roads  and  the  loss  has  continued  to 
increase  with  the  smaller  roads,  it  does  not  give  us  very  much  infor- 
mation on  the  subject,  does  it,  as  to  what  the  Government  ought  to  do 
with  the  railroads? 

Mr.  Thom.  No.  I  am  going  to  argue  in  a  moment  against  deciding 
this  question  on  statistics:  but  I  am  trying  to  suggest  some  of  our 
views  about  the  statistics  that  are  already  in  the  record. 

Now,  I  have  read  four  of  my  conclusions.  Now,  I  Avant  to  read 
the  fifth — and  the  object  of  the  two  preceding  ones,  the  third  and 
fourth,  was  to  establish  the  fifth.  That  there  was  an  insufficiency 
of  operating  income  to  pay  the  interest  and  dividends  that  were 
actually  paid  in  the  whole  of  that  period;  and  that,  therefore,  the 
additions  to  the  surplus  did  not  come  from  earnings.  Now,  if  we 
paid  out  more  in  interest  and  dividends  during  the  whole  period 
from  1910  to  1916,  than  the  aggregate  of  our  operating  income,  then 
our  surplus  did  not  come  from  earnings. 

Senator  Watson.  Are  you  going  to  tell  ns  after  a  while  wdiere  it 
did  come  from? 

Mr.  Thom.  Yes. 

Sixth,  that  from  1910  to  1916  the  funded  debt  increased  about 
$1,200,000,000  and  stock  increased  only  about  $733,000,000;  in  other 
words,  that  the  funded  debt  increased  about  twice  as  fast  as  the  stock. 

Seventh,  that  in  no  year  from  1910  to  1916  did  the  roads  earn  as 
much  as  5.36  per  cent  on  their  book  investment,  which  the  Interstate 
Commerce  Commission,  in  the  Eastern  Rate  case,  held  was  not  ade- 
quate, in  the  public  interest. 

Eighth,  that  the  average  for  all  these  years  was  only  4.94  per  cent, 
which  was  less  still  than  the  5,36  per  cent  which  the  Interstate  Com- 
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merce  Commission  held  was  not  an  adequate  return  in  the  public 
interest. 

Senator  Po]merene.  How  much? 

Mr.  Thom.  It  was  only  4.94  per  cent,  and  they  held  that  5.36  per 
cent  was  not  an  adequate  return  in  the  public  interest. 

Senator  Cummixs.  One  of  the  conclusions  to  be  drawn  from  that 
statement  you  have  just  made  is  this,  is  it  not,  that  the  investing  pub- 
lic would  rather  have  a  bond  at  4^  per  cent  than  stock  that  paid  on 
an  average  of  6  or  7  per  cent? 

Mr.  Thom.  Senator,  what  the  investing  public  would  rather  have 
and  Avhat  is  safe  financing  are  different  questions. 

Senator  Kellogg.  Eight  on  that  point,  let  me  make  this  sugges- 
tion. From  1902  to  1916,  a  period  of  14  years,  I  notice  the  percentage 
of  stock  to  the  total  obligations  of  the  railroads  of  the  country  was 
constantly  decreasing  and  the  percentage  of  bonds  constantly  in- 
creasing. 

Mr.  Thom.  Yes. 

Senator  Kellogg.  So  that,  while  in  1902  the  railroads  had  issued 
practically  half  capital  stock  and  half  bonds,  in  1916  the  bonds  had 
risen  to  60  per  cent,  or  nearly  that,  and  the  stock  had  gone  down  to 
40  per  cent.  Now,  of  course,  you  can  not  always  have  a  low  rate  and 
high  market-valued  bond  if  the  bond  issue  is  going  up  and  the  stock 
issue  is  going  down;  that  will  stop  some  time,  and,  before  you  close, 
I  would  like  to  have  your  views  on  that  subject. 

Mr.  Thom.  I  am  going  to  refer  to  that. 

Senator  Cummins.  That  is  what  I  said — that  the  people  would 
prefer  an  obligation  bearing  4^  per  cent  interest,  secured  by  a  mort- 
gage, to  an  uncertain  obligation  of  the  company,  even  though  it  was 
paying  regularly  from  6  to  7  per  cent. 

Senator  Kellogg.  If  they  are  going  to  have  a  4|  per  cent  bond, 
they  have  got  to  increase  their  stock  issue  in  some  way;  that  is,  I 
mean  for  investment  in  the  property. 

Mr.  Thom.  I  have  been  asked  where  that  increase  in  surplus  came 
from.  Of  course,  you  will  appreciate  that  surplus  may  be,  perhaps, 
divided  into  what  may  be  called  "  free  surplus "  and  "  profit  and 
loss."  Amounts  in  profit  and  loss  may  be  carried  into  surplus  and 
will  increase  the  surplus,  but  will,  of  course,  decrease  the  profit  and 
loss.  We  have  no  statement  here  as  to  how  the  profit-and-loss  ac- 
count w^ent  during  that  time,  but  here  is  the  way  I  am  told  that 
surplus  grew.  It  appears  from  this  dividend  statement  that  between 
1910  and  1915  the  operating  income  declined  from  $826,466,756  to 
$728.212.079— a  decrease  of  $98,254,677.  At  the  same  time  surplus 
increased  bv  $185,779,417. 

To  get  a  perspective  of  the  situation,  one  may  look  at  the  period 
from  1910  to  1915  as  a  whole  rather  than  at  the  two  dates  beginning 
and  closing  the  period.  Confining  ourselves  only  to  the  principal 
items  in  the  income  account,  operating  income  during  the  five-year 
period  was  as  follows : 

.Tulv  1,  1910,  to  June  .30,  mil .STfiS.  iL"^.  ^4.1 

.Tulv  1.  1011,  to  .Tune  .SO,  1912 THl.  2GG,  S0(> 

Julv  1,  1912.  to  .Tune  30.  1913 S31..343.  2S2 

.Tulv  1,  1913,  to  .Tune  .30,  1914 70.",  S83,  489 

July  1,  1914.  to  June  30,  191.1 728,212,079 

Five-ye:u-  period 3.  784,  919.  001 
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In  addition  to  opoiAtino-  income,  the  railways  of  the  United  States 
derive  a  considerable  return,  in  the  shape  of  interest  and  dividends, 
from  investments  in  securities  (whether  railway  or  other  securities). 
The  ao<>reoate  retnrn  on  investment  during  the  five  years  was  as 
folloAvs : 

July  ],  1910,  to  June  30.  1011 .$202,385,007 

Julv  1,  1911,  to  .Tune  30.  1912 204,07.5.33.1 

July  1,  1912,  to  .June  30,  1913 210.  581,  250 

Julv  1,  1913,  to  .Tune  30.  1914 217,419.368 

July  1,  1914.  to  June  30.  1915 103,  .322, 105 

Five-year  total 1,06.3,783,665 

The  roads  paid  out  the  following  total  amounts  in  interest   and 

dividends : 

Interest : 

July  1,  1910,  to  June  30,  1911 $435,  847,  012 

July  1,  1911,  to  .Tune  30,  1912 453,  563,  7-59 

July  1,  1912,  to  .Tune  30,  1913 46.5,250,995 

July  1,  1913,  to  .Tune  30,  1914 485, 118.  645 

July  1,  1914,  to  June  30,  1915 498,071,964 

Five-year  total 2,337.852.375 

Dividends : 

July  1,  1910,  to  June  30,  1911 460.089,540 

July  1,  1911,  to  June  30,  1912 400,  211,  370 

July  1,  1912,  to  June  30,  1913 368,  552,  632 

Julv  1,  1913,  to  June  30.  1914 451,  263, 197 

July  1,  1914,  to  June  30,  1915 32.5,900,869 

Five-year  total 2,006,017,008 

For  the  five-year  period  as  a  Avhole  we  have,  then,  the  following 
showing: 

■Julij  1,  nno.  to  June  30,  1915. 

•Operating  income $3,  784,  919.  001 

Returns  from  investments 1,  063,  783,  665 

Total  general  income 4,  848.  702.  666 

Interest 2.  337.  852,  375 

Dividends —  — 2,  006,  017,  60S 


Total 4,  343,  869,  983 


Balance 504,  832.  683 

This  balance  of  $504,000,000  is  subject  to  certain  changes  on  account 
of  miscellaneous  income  and  deduction  items  not  here  considered,  but 
it  may  be  taken  as  setting  forth  the  principal  portion  of  the  income 
balance  for  the  period.  It  Avill  be  noted  that  the  balance  is  consider- 
ably greater  than  the  increase  of  $185,000,000  in  surplus  during  the 
same  period.  The  difference  or  excess  is  accounted  for  by  various 
factors  not  introduced  here,  such  as  net  rentals  of  all  kinds,  discount 
on  securities,  miscellaneous  items,  and  the  like. 

Surplus  represents  two  things,  namely,  total  appropriated  stu-plus 
(the  table  below  indicates  the  items  included)  and  profit  and  loss 
balance,  and,  as  already  emphasized,  is  a  cumulative  figure.  The  fol- 
lowing statement  shows  the  changes  in  the  detailed  account  in  so  far 
as  available  as  between  the  vears  1910  and  1915: 
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Item. 


1915 


1910 


Increase  (+)  or 
decrease  (— ). 


Additions  to  property  through  income  and  surphis. 
Funded  delit  retired  through  income  and  surplus. . . 

Sinkii\g  fund  reserves 

Miscellaneous  fund  reserves 

Appropriated  surplus  not  specifically  invested 


Total  appropriated  surplus . 
Prof]  t  and  loss  lialance 


.?44.5,861,499 
sa,  SS(i,  3S7 
70, 222, 458 
49,147,914 
W,  938, 533 


(') 
(') 
(') 


713,056,791 
S43, 730, 385 


$331,870,865  |     +S381,  ]8o,S26 
1,039,2.36,794       -  195,506,409 


Total  corporate  surplus. 


1,556,787,176 


1,371,107,759       +  185,679,417 


1  Detail  not  shown. 

It  will  be  observed  that  the  total  appropriated  surplus  increased 
$381,000,000  while  the  profit-and-loss  balance  decreased  $195,500,000, 
makino;  a  net  increase  in  corporate  surplus  of  $185,600,000,  Total 
corporate  surplus  should  not  be  confused  with  profit-and-loss  balance, 
as  the  latter  is  only  a  part  of  the  surplus.  It  may  be  regarded  as 
free  surplus,  in  the  sense  that  it  has  not  been  set  aside  for  a  specific 
purpose. 

Mr.  Thom.  Senator  Pomerene,  you  asked  a  moment  ago  by  how 
much  the  operating  income  failed  to  meet  the  aggregate  of  interest 
and  dividends  paid  during  that  period. 

Senator  Pomerexe.  Yes;  that  is  from  1910  to  1916.  inclusive? 

Mr.  Thom.  Yes;  both  years  inclusive.  The  operating  income  was 
less  than  the  interest  and  dividend  pavments  for  the  vears  1910  to 
1916,  both  inclusive,  by  $154,663,578. 

Xow,  gentlemen,  as  I  have  said,  I  liave  thought  it  ])roper  to  make 
reference  to  this  table  of  statistics,  as  it  had  been  introduced,  but  I 
do  not  consider  that  the  immense  question  of  railroad  credit  is  de- 
pendent upon  a  table  of  statistics.  I  think  we  have  got  to  broaden 
ourselves  out  beyond  a  consideration  of  mere  figures  to  be  able  to 
have  an  intelligent  and  sympathetic  appreciation  of  the  economic 
forces  that  are  at  work  to  make  or  to  mar  the  railroad  credit.  In 
my  opinion,  you  may  be  able  to  show  entirely  adequate  income  to 
take  care  of  your  capital  charges  and  to  meet  vour  necessary  ex- 
penses, but  unless  you  can  give  some  assurance  of  the  permanence  of 
the  policy  that  Avill  continue  that  ade(]uacy,  you  will  still  not  have 
dealt  fairh'  or  effectively  with  the  question  of  railroad  credit.  The 
results  to-day  may  be  entirely  adequate,  entirely  satisfactory,  and 
yet  there  may  be  such  a  doubt  in  the  public  mind  as  to  the  perma- 
nency of  the  policy  that  will  continue  that  scale  of  return,  as  to  abso- 
lutely destroy  confidence  in  the  credit  of  those  coinj^anies. 

So  I  say  that  if  we  are  going  to  get  a  fair  conception  of  the  situ- 
ation as  it  presents  itself  to-day  we  must  broaden  out  beyond  mere 
tables  of  statistics;  we  must  determine  this  question  not  upon  past 
performance,  but  upon  the  promise  of  the  future,  and  we  must  en- 
deavor to  fairly  understancl  and  fairly  appreciate  and  sympathet- 
ically consider  the  forces  that  are  at  Avork.  Xow,  I  wish  to  invite 
your  attention  to  some  of  those  forces  and  to  try  to  demonstrate  why 
it  is.  in  large  measure,  that  the  public  confidence  in  these  investments 
has  declined.  Granting,  as  I  have  said,  that  the  rates  which  the 
railroads  have  enjoyed  have  been  entirely  ade(niate — and  by  grant- 
ing that  I  am  not  concedino-  it,  nor  am  I  usiuii'  it  anv  more  than  to 
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illustrate  and  to  enforce  the  considerations  Avhich  seem  to  me  to  con- 
trol this  subject — but  a^rantina;  a  situation  in  which,  from  a  table  of 
statistics,  you  can  demonstrate  that  the  returns  from  these  railroads 
have  been  entirely  adequate  for  their  need,s,  you  can  readily  under- 
stand that  a  situation  may  arise  where,  if  there  is  no  confidence  in  the 
perpetuity  of  the  forces  that  will  continue  that  desirable  situation, 
the  public  mind  will  be  averted  from  this  source  of  investment  as  an 
attractive  source. 

Now,  what  does  the  investor  see  when  he  comes  to  the  railroad 
field  of  investment?  What  are  the  thiniis  that  must  force  themselves 
upon  his  mind,  especially  since  the  year  1910,  which  we  have  taken 
here  as  a  basis,  and  in  which  a  laraer  measure  of  governmental  con- 
trol was  eifected?  What  did  the  events  of  that  year  force  upon  the 
attention  of  the  railroad  investor,  as  he  gradually  came  to  appreciate 
Avhat  forces  w^ere  at  work?  The  first  fact  that  he  can  not  get  rid  of 
is  that  he,  in  this  line  of  business,  has  no  control  whatever  over  his 
expenses.  The  scale  of  his  expenses  is  made  for  him ;  not  by  him.  It 
is  made  partly  by  the  demands  of  labor;  partly,  as  in  the  case  of 
every  other  industry,  by  the  current  prices;  and  partly  by  the  ex- 
action of  duties  which  cost  money,  made  by  public  author it}^ 

Senator  Watsox.  There  is  no  way  to  help  that,  is  there? 

Mr.  Thom.  What? 

Senator  Watsox.  There  is  no  way  to  help  those  conditions  that 
yon  are  describing  now?     They  will  still  continue? 

Mr.  Thom.  I  think  there  is  a  way  to  help  them. 

Senator  Watson.  Do  you?  All  right;  that  is  what  we  are  anxious 
to  find  out. 

Mr.  Thom.  I  say  that  a  part  of  his  expenses  are  made  by  the  exac- 
tions of  public  authority.  There  is  no  way  to  relieve  us  of  the  prices 
in  the  general  market.  I  lay  aside,  for  a  future  part  of  the  discus- 
sion, what  may  be  done  in  respect  to  labor,  and,  confining  my  remarks 
to  the  addition  to  our  expenses  by  the  exaction  of  public  authority, 
what  do  we  find?  We  find  that  not  only  may  those  expenses  be  in- 
creased by  one  governmental  regulating  body,  but  there  is  an  im- 
portant control  over  our  eX'i^ense  account  in  every  State  through 
which  we  run.  We  find,  therefore,  that  we  have  to  appeal  on  the 
expense  side  of  our  ledger,  not  only  to  one  central  body  that  takes  a 
comprehensive  view  of  the  whole  transportation  field,  but  we  have 
also  to  meet  the  irresistible  control  of  every  State  through  which  Ave 
run.  We  must  further  realize  that  the  questions  of  what  those  ex- 
penses should  be  are  not  always  determined  by  business  considera- 
tions, but  conditions  of  public  demand,  neighborhood  political  situ- 
ations, the  desire  for  prominence  and  for  place  by  men  who  would 
make  friends  in  their  communities  by  exacting  expenditure  by  the 
railroads,  each  forms  an  element  in  the  problem.  So  that  on  our 
expense  account  side  the  investor  has  no  control  of  it,  nor  is  there 
any  one  responsible  body  that  does  have  control  of  it.  Whatever 
might  be  the  policy  of  this  committee,  whatever  might  be  the  policy 
of  the, Interstate  Commerce  Commission,  or  other  Federal  controlling 
or  regulating  agency,  we  find  that  under  the  present  system  of  regu- 
lation, that  is  not  final,  but  that  we  have  to  meet,  even  on  the  ex- 
pense account  of  our  ledger,  influences  which  we  can  not  control  in 
every  neighborhood  through  which  we  run. 

XoAv,  turning  to  the  revenue  side 
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Senator  Cummins  (interposing).  Just  a  moment,  before  you  do 
that.  You  have  exchided  labor  and  the  general  market  for  supplies. 
I  wish  you  would  be  a  little  more  specific  in  regard  to  the  expenses 
that  are  controlled  by  either  national  or  State  authorities.  What  are 
they? 

Senator  Watson.  I  suppose  it  is  elevating  tracks  and  the  like. 

Senator  Cujimins.  I  am  asking  him.  I  just  want  it  to  go  into 
the  record  from  Mr.  Thom — some  idea  about  what  these  expenses  are. 

Mr.  Thom.  I  am  going  to  tell  you.  They  are  crossing  expenses, 
station  expenses,  elevation  of  tracks,  separation  of  grade;  there  is 
an  infinite  number  of  matters  of  police  power,  which  we  can  not 
control. 

Senator  Watson.  How  are  vou  going  to  set  away  from  them? 

Mr.  Thom.  Well 

Senator  Watson  (interposing).  That  is  what  I  asked  3^ou  awhile 
ago. 

Mr.  Thom.  We  do  not  propose  to  get  very  far  away  from  them, 
but  I  am  talking  now  of  what  is  the  matter  wdth  railroad  credit. 

Senator  Watson.  Precisely. 

Mr.  Thom.  And  I  am  trying  to  give  a  complete  survey  of  that 
field,  and  to  see  how  much  of  it  we  can  eliminate. 

Senator  Watson.  Yes;  and  that  is  just  exactly  what  I  am  asking 
you.  You  have  stated  certain  conditions  here.  You  do  not  elimi- 
nate the  labor  proposition,  and  you  do  not  eliminate  the  market  price 
proposition,  do  you? 

Mr.  THo:\r.  AVe  think  Ave  do,  comparatively,  eliminate  the  labor 
difficulty. 

Senator  Watson.  How  ? 

Mr.  Thom.  By  making  rates  respond  to  labor  costs. 

The  Chairman.  Do  ,vou  intend  to  take  up  each  one  of  these  items, 
as  you  develop  them,  and  to  show  how  3;ou  propose  to  modify  or 
eliminate  theui? 

Mr.  Thom.  Yes. 

Senator  Watson.  That  was  the  object  of  my  original  question;  to 
find  out  how,  if  these  are  the  objectionable  things,  you  are  going  to 
eliminate  them. 

Mr.  Thom.  I  am  trying  to  describe  the  entire  problem.  Senator. 

Senator  Watson.  These  items,  that  you  have  enumerated,  of  police 
regulation,  cost  of  labor,  and  so  forth,  do  they  vary  greatly  during 
the  years,  or  is  that  sort  of  a  fixed  amount  that  you  can  approximate? 

Mr.  Tiio:m.  I  can  not  answer  you  on  that.  We  will  have  one  of 
the  railway  executives  before  you  to  tell  you  about  that.  I  do  not 
know. 

Senator  Watson.  That  is  one  of  the  very  necessary  things  that, 
as  public  servants,  you  have  got  to  meet. 

Mr.  Thom.  Undoubtedly;  and  when  you  talk  about  what  attracts 
capital  and  what  repels  it,  what  we  have  to  meet,  whether  legitimate 
or  illegitimate,  is  a  matter  to  be  considered. 

Senator  Watson.  Yes. 

Mr.  TnoiNf.  I  wish  the  committee  would  confine  its  attention  to 
the  point  I  have  under  discussion  at  the  mouient,  and  that  is  the 
forces  that  are  at  work  to  prejudice  railroad  credit.  Some  of  those 
we  may  never  be  able  to  get  rid  of,  but  it  is  desirable  to  know  about 
them,  in  my  opinion. 
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Senator  Poindexter.  One  of  them  yon  can  get  rid  of,  and  that  is 
the  diversity  and  conflict  of  the  varying  regulations  of  State  com- 
missions, can  3^ou  not? 

Mr.  Thom.  Yes.  I  just  Avant  to  call  attention  to  the  fact — whether 
it  is  a  permanent  pavt  of  the  problem  or  not — that  the  expense  ac- 
count which  the  investor  must  consider  when  he  determines  whether 
he  will  put  his  money  in  this  or  in  some  other  avenue  of  investment, 
is  practically  beyond  his  control. 

Now,  I  want  to  turn  to  the  question  of  the  revenue  side.  Is  it 
not  a  just  thing  to  say  that  an  investor  finds  that  the  revenues  are 
entirely  beyond  his  control  also?  They  are  fixed  for  him  by  govern- 
mental authority.  How  much  he  is  entitled  to  earn  is  not  for  him 
to  say,  but  he  must  go  to  a  governmental  authority  for  it.  Now, 
pause  one  moment  to  consider  the  immense  bearing  of  that  fact 
upon  the  attraction  of  an  investment.  No  control  over  your  expense 
and  no  control  over  your  revenues.  If  your  revenues  at  the  moment 
are  adequate,  there  is  no  assurance  that  the}^  will  continue  adequate. 
If  your  statistical  history  is  one  of  fair  treatment,  the  investor,  com- 
ing into  this  property,  must  face  an  uncertain  future  as  to  whether 
the  same  results  will  be  had  as  in  the  past. 

Now%  what  else  does  he  find  about  the  revenue  side  of  his  ledger? 
Not  only  is  that  fixed  and  limited  by  public  authority,  but  it  is  fixed 
and  limited  by  a  great  number  of  governmental  authorities.  There 
is  no  man,  there  is  no  tribunal,  charged  under  our  system  of  regula- 
tion with  the  authority  to  decide  that  business  question.  You  can 
not  find  him  in  Washington,  nor  can  you  find  him  alone  in  any 
State  capital,  but  you  find  men  with  power  over  your  revenue  ac- 
count both  in  Washington  and  in  the  capital  of  every  State  through 
which  you  run. 

So  that  although  there  may  be  a  liberal  policy  here,  and  although 
there  may  be  here  an  adequate  ( onception  of  the  business  necessities 
of  the  case,  there  is  such  a  part  of  our  revenues  involved  in  other 
authority  than  your  authority  that  your  decision  can  not  save  the 
situation,  unless  you  are  prepared  to  accept  for  interstate  commerce 
the  fair  liurden  that  is  declined  by  a  State  authority;  unless  you  are 
willing  to  make  up,  in  the  allowance  and  in  the  charges  on  interstate 
traffic,  whatever  is.  in  departure  from  your  policy,  declined  by  a  State 
authority,  then  it  is  not  in  your  power  to  handle  this  situation.  Nor 
can  we  find  in  any  State  authority  to  handle  it  for  the  States.  The 
situation  may  arise — and  frequently  does  arise — where  the  poli  ies 
of  two  States,  side  by  side,  radically  differ  on  these  subjects.  You 
may  find  in  one  of  the  States  as  liberal  a  standard  of  public  service  as 
you  may  find  in  AVashington ;  you  may  find  in  some  of  the  States  as 
great  a  willingness  to  bear  their  share  of  the  burden  as  you  find  in 
Washington;  but  you  are  obliged  to  find  it  in  all  the  State;,  in  order 
to  distribute  fairly  the  burden  of  sustaining  these  public  facilities; 
and  you  must  find  it  in  all  of  the  States  in  order  to  sustain  a  confi- 
dence in  the  regulation  of  the  plane  or  level  of  your  revenues. 

Now,  how  is  that  to  be  brought  about?  It  is  necessary  for  us  to 
appreciate  that  the  only  question  between  national  regulation  and 
State  regulation  is  not  embraced  in  the  mere  matter  of  discrimination 
as  to  the  tei'ms  on  which  any  special  traffic  moves.  The  Shreveport 
doc  trine  deals  with  that  aspect  of  the  case,  that  interstate  commerce 
shall  not  move  on  less  favorable  terms  than  State  traffic  of  a  compet- 
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ing  shipper;  but  there  exists  this  tremendous  fact,  that  if  we  are  to 
sustain,  upon  a  le^•el  of  efficency  approved  by  the  Federal  Govern- 
ment, these  instrumentalities  of  interstate  commerce,  there  must  be 
some  authority  to  distribute  equitably  amono-  the  users  of  that  instru- 
mentality the  burdens  of  sustaining  it. 

Xow,  suppose  that  is  not  the  case,  and  suppose  one  State  says, 
'•  AVhat  we  have  is  good  enough  for  us;"  and  the  needs  of  the  Nation 
and  the  needs  of  the  State  right  on  the  other  side  of  the  border  cause 
them  (o  put  a  higher  standard  upon  the  needs  of  commerce  and  upon 
what  should  be  done  to  ma  Ice  it  elhcient  and  helpful  in  the  public 
interest;  and  suppose  the  State  that  is  satisfied  and  is  not  progressive, 
declines  to  let  any  of  its  connneri  e,  even  that  part  of  its  commerce 
which  is  in  competition  with  counnerce  elsewhere,  bear  a  part  of  the 
burden  of  this  higher  standard — what  is  the  result?  The  result  is 
either  one  of  two  things:  Either  the  National  Government  and  the 
more  progressive  State  must  surrender  their  standard  of  efficiency 
for  these  instrumentalities  of  commerce,  or  if  they  do  not  surrender 
theui  they  must  pay  that  part  of  the  bill  which  the  niggardly  State 
refuses  to  contribute. 

Under  your  present  system  of  regulation  we  are  helpless  in  the  face 
of  this  problem.  We  must  go  not  only  here,  but  to  each  State  through 
which  we  run  in  order  to  have  the  level  of  our  revenues  fixed.  I  am 
told  that  about  23  per  cent  of  the  revenues  of  the  carriers  of  the 
ITnited  States  couies  from  State  traffic. 

Senator  Poindexteh.  Twenty-three? 

Mr.  Thom.  Yes.  About  15  per  cent  of  the  volume  of  traffic  comes 
from  State  traffic.  Now,  suj^pose  that  we  have  a  dozen  ditferent 
policies  in  a  dozen  ditferent  States,  bearing  upon  the  amount  that  is 
to  come  from  that  15  per  cent  in  the  vohnne  of  traffic,  and  that  28 
per  cent  in  the  amount  of  our  revenues  ? 

Senator  Pomerene.  Are  you  now  making  an  argument  in  favor 
of  continued  control  under  the  Railroad  Administration? 

Senator  Tow^•s^:ND.  I  was  going  to  ask  him  if  he  was  arguing  in 
favor  of  Ciovernment  ownershij).  I  want  to  ask  you  right  there  what 
percentage  of  the  States  are  wicked  ones,  in  the  sense  that  they  will 
not  cooperate  with  the  Interstate  Connnerce  Counnission  to  have  a 
unified  policy?  Do  you  know  the  proportion  of  them?  Not  all  of 
the  States  fail  to  cooperate,  do  they? 

Mr.  Tiio:m.  No;  but  a  good  many  of  theui  have  rates  on  a  very 
ditferent  level  from  that  which  the  Interstate  Counnerce  Commissiou 
has  declared  to  be  pro]:)er  and  necessary. 

Senator  Towxsend.  What  ]iroportion  ? 

Mr.  Thom.  I  can  not  tell  you.     A  great  number  of  them. 

Senator  Watsox.  If  it  should  become  the  policy  of  the  Government 
or  of  the  Interstate  Commerce  Commission  to  make  up  those  defi- 
ciencies, would  not  the  tendency  of  the  local  authorities  be  to  cut  rates 
all  along  the  line  and  let  the  General  Government  or  the  public  make 
it  up  ? 

Mr.  Tiio>r.  Yes,  sir. 

The  CiiAimrAN.  The  hour  for  adjournment  having  arrived,  the 
committee  will  stand  adjourned  now  until  to-morrow  morning  at  10 
o'clock. 

(AVhereupon,  at  12  o'clock  noon  the  counnittee  adjourned  until 
Friday,  January  17, 1919,  at  10  o'clock  a.  m.) 
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FRIDAY,  JANUARY  17,   1919. 

Committee  ox  Interstate  Commerce, 

United  States  Senate, 

Washington,  T).  C. 
The  committee  met,  pursuant  to  adjournment,  tit  10  o'clock  a.  m., 
Senator  Ellison  D.  Smith,  presiding. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Thom,  you 
may  proceed. 

STATEMENT  OF  MR.  ALFRED  P.  THOM— Resumed. 

Mr.  TiiOM.  Mr.  Chairman,  while  I  have  no  objection  at  all,  as  I 
said  to  the  committee  in  the  first  instance,  to  being  interrupted.  I 
have  concluded  that  it  would  probably  be  in  the  interest  of  economy 
of  time  if  I  Avould  ask  the  committee  to  let  me  proceed  with  my  line  of 
argument,  because  I  have  taken  up  a  great  deal  of  time  in  getting  back 
onto  the  line,  as  questions  have  diverted  me ;  and  unless  a  question  is 
necessary  at  the  moment — and  in  that  event  I  hope  the  committee  will 
not  hesitate  to  ask  it — I  would  like  to  proceed  consecutivel3^  and  I 
think  I  can  get  through  in  comparatively  brief  time,  if  I  may  be  per- 
mitted to  pursue  that  course. 

The  Chairman.  You  address  that  to  the  committee.  Of  course, 
they  will  use  their  own  judgment  as  to  the  questions  they  may  desire 
to  ask. 

Mr.  Thom.  Yes ;  and  that  is  what  I  want  them  to  do.  I  just  wanted 
to  make  that  suggestion — that  I  think  I  will  finish  my  opening  state- 
ment sooner  if  I  may  pursue  my  line  of  thought  consecutively  to  the 
end. 

When  adjournment  Avas  taken  yesterday  I  was  trying  to  impress 
upon  the  committee  my  view  that  this  matter  of  the  condition  of  rail- 
road credit  could  not  be  determined  by  a  statistical  statement,  but 
must  be  ascertained  by  an  intelligent  and  sympathetic  appreciation  of 
the  forces  that  were  acting  upon  the  future  of  the  ]:>roperties.  I  stated 
that  no  matter  what  might  at  the  moment  be  the  returns  on  these 
properties  that  related  to  the  past,  and  credit  always  is  based  upon 
confidence  in  the  future.  I  was  gratified  to  find  in  an  address  which  I 
had  not  previously  seen,  made  by  one  of  the  most  eminent  men  who 
has  ever  been  on  the  Interstate  Commerce  Commission — Judge 
Prouty — a  verification  of  that  view.  This  was  an  address  made  be- 
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fore  the  American  Bar  Association,  in  1907,  on  the  subject  of  "  A 
Fundamental  Defect  in  the  Act  to  Kegulate  Commerce,"  and  the 
paragraph  to  which  I  allude  is  as  follows;  after  alluding  to  some- 
thing- that  he  says  is  obvious  to  all.  he  proceeds : 

AVhat  is  not  always  so  cleai'ly  apprehended  is  tlie  danger  of  deterring  capital 
from  seeking  tliis  form  of  investment  in  tlie  future.  If  tlie  demands  upon  our 
railroads  are  to  he  met,  enormous  sums  must  be  expended  in  extensions  and 
improvements.  These  expenditures  can  not  he  made  out  of  earnings;  they 
must  come  largely  from  new  money  drawn  from  the  investing  public.  The 
ability  to  obtain  this  now  and  hereafter  will  depend  upon  the  confidence  which 
men  have  in  the  security  of  their  investment.  It  is  not  enough  that  earnings 
are  ample  to-day.  if  they  are  likely  to  be  unduly  reduced  to-morrow.  Every 
system  of  regulation  should  therefore  assure  capital  of  just  treatment. 

Pursuing  that  line  of  thought,  I  had  asked  the  attention  of  the 
committee  to  the  facts  that  must  confront  any  investor  when  he  is 
considering  this  form  of  investment;  that  he  must  find  that  he  could 
not  control  his  expenses;  that  he  must  find  that  he  could  not  control 
his  revenue.  I  had  referred  also  to  the  fact  that  the  control  of  his 
revenues  was  not  one  consistent  control,  but  was  divided  among  a 
great  many  different  governmental  tribunals,  all  perchance  with 
differing  policies,  and  all  actuated  by  different  views.  I  had  alluded 
to  the  amount  of  State  traffic,  and,  just  as  I  was  concluding,  I  had 
said  that  my  understanding  was  that  about  15  per  cent  in  volume  of 
the  freight  traffic  was  State,  and  that  about  '23  per  cent  of  the  revenues 
were  State.  Now,  I  am  told  that  about  one-half  of  the  passenger 
revenues  are  State.  And,  of  course,  that  23  per  cent  includes  the 
one-half  of  the  revenues  derived  from  the  entire  passenger  service. 

Speaking  generally,  the  country  over,  State  rates  are  lower  than 
interstate  rates.  We  see  it  in  a  great  many  cases:  we  know  of  it  in 
the  Shreveport  situation;  Ave  know  of  it  in  the  Natchez  situation. 
The  members  of  the  committee  will  recall  the  appearance  before  it  of 
Senator  Reed,  of  Missouri,  to  complain  of  that  situation  as  respects 
Missouri  and  Illinois,  and  as  respects  Kansas  City,  Mo.,  and  Kanas 
City,  Kans. ;  and  we  know  of  the  situation  of  ISIemphis  and  Arkansas. 
But  a  notable  case  which  illustrates  that  has  been  decided  by  the 
Interstate  Commerce  Commission — the  1915  AVestern  Rate  Advance 
case.  Thirty-fifth  Interstate  Conmierce  Commission  Reports,  'page 
588.  There  an  application  was  made  for  an  advance  of  the  rates, 
among  others,  as  I  recall  it,  on  live  stock,  and  the  Interstate  Com- 
merce Commission  concluded  that  there  ought  to  be  more  revenue 
from  that  source  than  there  was  being  received;  but  notwithstanding 
this  they  disposed  of  it  in  this  way : 

No  one  denies  that  the  State  rates  are  generally  far  lielow  the  interstate 
rates;  yet  the  susjiended  tariff  ])roi)osed  to  widen  the  gulf  between  the  two 
sets  of  rates,  and  correspondingly  to  increase  the  burden  on  interstate  traffic, 
and  proportionately  lift  the  burden  off  the  State  traffic;  nor  has  the  claim 
been  advanced,  even  nuich  less  substantiated,  that  interstate  live  stock  is  so 
much  more  expensive  as  to  .instify  the  existing  excess  of  interstate  rates  over 
the  intrastate  rates.  This  recoi'd  does  not  show  whether  both  the  intrastate 
and  the  interstate  live-stock  traffic  bear  their  just  projiortion  of  the  transpor- 
tation burden. 

And  then,  at  anotlier  point  a  little  lower  down  in  the  o]")inion.  they 
proceed : 

It  may  be  sugsrested  tliat  in  a  niniiher  of  oIIkm'  cases  previously  dispo.sed  of 
l)y  the  connnission  the  discrepancy  existing  between  State  and  interstate  rates 
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was  not  periniited  to  intluonco  tlie  disposition  of  those  cases.  Tliat  may  be 
true,  hut  it  is  also  true  tliat  in  tlie  wfll-known  Siircveport  case — 

and  others  Avhicli  ai'c  mentioned  here — 

the  rehition  between  State  and  interstate  rates  was  directly  put  in  issue  and 
decided.  Considerin,i;'  the  enoi'inous  volume  of  tlie  traflic.  the  unusually  wide 
discrepancy  existing  between  State  and  interstate  rates,  and  the  very  substan- 
tial effect  which  tlie  lower  State  rates  must  have  upon  the  revenue  derived  from 
live  stock  by  these  carriers,  it  may  be  said  that  the  connnission  has  never  before 
had  a  case  comparable  in  this  respect  with  that  part  of  the  present  proceeding 
which  deals  with  the  rate  on  live  stock  and  packing  liouse  products.  For  these 
reasons  we  believe  that  the  difference  in  the  level  of  State  and  interstate  rates 
which  has  been  so  forcefully  pressed  upon  our  attention  in  this  case  becomes  a 
material  factor  in  judging  of  the  propriety  of  the  proposed  increase  in  rates. 

And  tlie  commission  declined  to  increase  the  interstate  rates  and 
thereby  spread  between  the  State  rate  and  the  interstate  rate. 

Now.  certainly  it  is  a  very  striking  fact,  which  I  have  learned  from 
what  I  consider  the  most  reliable  authorit^s  that  in  every  one  of  the 
States  south  of  the  Potomac  River  and  east  of  the  Mississippi  the 
rates  are  State  made,  and  that  the  State  rates  of  no  two  States  are  the 
same.  Now,  the  inference  from  that  is  that  here  is  an  unfair  and 
unequal  distribution  of  burden  created  by  the  States  themselves. 
That  is  not  only  an  interest  of  interstate  commerce  against  State 
commerce,  but  it  is  an  interest  of  State  against  State.  The  State 
which  permits  its  traffic  to  bear  a  higher  burden  of  transportation 
charge  than  its  neighbor  is  deeply  interested  in  having  that  burden 
equalized.  It  is  a  right  of  that  State  to  have  it  equalized.  It  is  not 
only  a  right  of  the  State  to  have  an  equalization  between  its  State 
rates  and  the  rates  of  its  sister  State,  but,  inasmuch  as  the  largest 
interest  of  every  State  is  in  interstate  traffic,  it  is  in  the  interest  of 
every  State  to  have  the  inequality  of  burden  betAveen  its  interstate 
traffic  and  State  traffic  of  other  States  equalized. 

This  is  no  question  of  violating  State  rights:  it  is  no  question  of 
invading  State  prerogatives.  It  is  a  question  of  whether  or  not.  in  a 
matter  of  connuon  interest  to  many  States,  one  State  can  be  permitted 
to  determine  the  standard  of  charge  and  the  ]3roportion  of  burden — 
the  proportion  of  the  common  burden — which  it  will  and  the  other 
States  must  bear.  Of  course,  if  Government  ownership  comes  there 
will  be  no  State  question  at  all,  because,  necessarily,  if  it  is  Govern- 
ment ownership,  it  will  be  by  the  National  Government,  and  the 
National  Government  will  control  the  whole  field,  except  in  so  far, 
of  course,  as  it  might  elect  to  surrender  the  power  to  a  State  to  make 
an  inequality  of  burden,  which  is  hardly  conceivable. 

Now.  another  thing  that  is  the  matter  with  railroad  securities  as 
an  investment  is  the  fact  that  necessarily  the  spirit  of  hope  has  been 
taken  out  of  them.  There  remains  no  chance  for  speculation;  there 
remains  no  chance  for  large  gains  due  to  special  management.  The 
whole  of  that  portion  of  capital  that  is  influenced  in  respect  to  the 
matter  of  its  investment  by  the  hope  of  a  speculative  return  is  put  to 
one  side.  We  know  there  is  a  large  amount  of  capital  that  is  influ- 
enced by  hope  of  speculative  return.  There  is  no  field  for  that  any 
longer  in  railroad  securities.  There  is  no  longer  any  possibility  of 
creating  that  hope  in  railroad  investment.  You  are  confined  in  the 
matter  of  your  railroad  investiuent  to  that  class  of  capital  that  will 
be  satisfiecl  with  a  small  and  an  assured  return.  Money  making  in 
railroad  investments  is  no  longer  possible. 
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All  the  in^•estol•  in  railroad  securities  has  a  right  to  expect  is  a 
moderate  but  an  assured  return;  but  you  can  not  attract  the  man  who 
will  be  satisfied  with  a  moderate  return  unless  j^ou  add  to  that  the 
element  of  certainty.  The  man  who  will  accept  uncertainty  is  the 
man  who  is  rewarded  for  it  by  a  speculative  expectation,  and  when 
3^ou  get  to  that  class  of  in^'estors  who  will  be  satisfied  with  a  moder- 
ate return  you  have  got  to  give  them  an  assurance  of  certainty  as  to 
that  return. 

Now,  that  is  a  great  limitation  upon  railroad  credit.  It  excludes 
from  it  a  vast  amount  of  active  capital. 

Another  one  of  our  difficulties  in  this  matter  of  railroad  credit  is 
the  territorial  limitations  upon  it.  There  are  vast  reaches  in  this 
country  where  there  is  no  investment  in  railroad  securities.  I  will 
illustrate  that.  Since  the  income-tax  law  was  passed  it  has  been 
possible  to  trace  the  ownership  of  a  block  of  $100,000,000  of  the 
bonds  of  one  of  these  carriers.  It  is  a  carrier  of  the  South,  and  onlv 
3|  per  cent  of  that  $100,000,000  of  bonds  is  held  in  the  South.  To  a 
smaller  degree  that  is  true  of  the  AVest:  and  as  to  our  immediate 
future,  the  whole  of  the  European  financial  market  is  closed  to  us 
because  they  need  everything  at  home.  So  that  in  your  dealing  with 
this  question  it  is  a  factor  for  you  to  consider  where  the  money  terri- 
torily  is  to  come  from  and  whether  the  whole  financial  strength  of 
this  Nation  is  available  for  it. 

Certain  sections  of  the  country  have  gotten  into  the  habit  of  in- 
vesting in  other  directions. 

Senator  Underwood.  Mr,  Thom,  I  am  interested  in  that  statement 
for  this  reason :  I  understand  how  you  ascertained  the  ownership  of 
this  stock,  if  you  took  the  trouble  to  do  it 

Mr,  TnoM  (interposing).  Bonds. 

Senator  Underwood.  Yes:  these  bonds,  I  should  have  said.  But 
did  you  ascertain  from  the  point  of  payment  of  the  dividends,  or 
from  the  actual  residence  of  the  owner? 

Mr,  Thom.  I  did  not  do  it 

Senator  Underwood.  I  mean,  was  it  ascertained  in  the  one  way  or 
the  other,  by  some  one  else  ? 

Mr.  Thom.  I  do  not  know.  The  statement  was  made  to  me  that 
the  ownership  of  the  bonds  was  traced,  and  that  it  was  as  I  have 
stated  it. 

Senator  Underwood.  It  might  be  possible,  for  instance,  if  I  own 
a  bond  of  one  of  these  southern  railroads  that  the  dividend  Avould  be 
paid  in  New  York? 

Senator  Kellogg.  You  mean  the  interest? 

Senator  Underwood.  Yes:  the  interest  dividend.  Is  that  where 
3'^ou  trace  the  ownership? 

Mr.  Tho^nf.  Oil.  no.  You  trace  the  ownership  through  the  income- 
tax  certificate,  which  must  be  signed  by  the  owner. 

Senator  Underwood.  Yes;  but  it  is  a  question  of  where  that  goes 
with  the  qertificate. 

Mr.  Thom,  No  ;  not  where  it  goes  with  the  certificate.  You  have  to 
put  upon  your  income-tax  certificate  the  name  of  the  owner  of  the 
bond,  with  his  address,  and  it  is  through  that  i)rocess  that  this  thing 
was  done. 

Senator  I'ndki;a\'ooi).  That  is  what  I  wanted  to  know.  I  wanted  to 
know  whether  it  came  fi-om  tliose  certificates. 
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Mr.  TiioiM.  Yes;  it  came  from  the  certificates. 

XoAv.  I  digress  from  the  general  line  of  m,y  argument  for  a  moment 
to  call  your  attention  to  this  fact:  Many  men's  minds  drift  to  the 
prices  of  outstanding  bonds  or  stocks  of  railroads  to  ascertain  what 
their  credit  is.  Now,  they  find,  when  they  go  to  the  bond  list,  that 
the  prices  of  railroad  bonds  compare  or  keep  up  well  with  the  prices 
of  other  bonds,  and  the  conclusion  is  accepted  that  that  means  that 
the  railroad  credit  is  equal  to  the  credit  of  these  other  companies. 
The  outstanding  bonds  of  railroads  is  the  thing  that  you,  in  your 
legislative  capacity  here,  are  not  interested  in  at  all.  Those  bonds 
are  bonds  of  preferred  lien;  they  have  already  been  disposed  of; 
they  have  their  market  price  made  for  them  by  the  security  which 
they  have.  Now,  Avhen  you  deal  with  the  question  of  railroad  credit 
all  the  security  represented  by  outstanding  bonds  is  swept  aside  and 
you  are  dealing  Avith  the  balance.  You  are  dealing  with  what  is  left. 
You  are  dealing  with  a  condition  where  junior  bonds  have  to  be  placed 
upon  these  properties  and  where  the  question  is  how  they  can  be 
sold.    You  are  dealing  with  a  margin. 

Senator  Underwood.  Along  that  line.  Mr.  Thom.  have  you  any  idea 
of  how  much  of  the  present  outstanding  bonded  indebtedness  or  in- 
debtedness of  the  railroads — I  will  not  say  "  bonded  indebtedness,'^ 
because  the  Avhole  indebtedness  is  what  we  are  covering — is  bonds 
that  are  on  long  term,  and  how  much  of  the  indebtedness  is  on  short- 
term  notes  or  maturing  bonds? 

Mr.  TnoM.  I  will  have  to  get  that  for  you.  Senator.  I  do  not  know. 
A  very  large  amount  is  on  long-term  bonds. 

Senator  Underwood.  I  thought  there  were  a  very  large  number  of 
railroad  securities  maturing  right  at  this  period.    Are  there  not? 

Mr.  Thom.  I  should  not  be  surprised ;  but  they  have  their  lien ; 
they  have  the  lien  which  they  had  Avhen  they  Avere  issued,  and  those 
Avhich  are  maturing  uoav  are  probably  the  underlying  bonds — the  best 
of  all — and  they  have  a  preferred  lien. 

But.  more  than  that,  you  are  interested  in  this  question;  you  are 
interested  in  the  question  of  Avhether  or  not  you  can  sell  the  stock 
of  these  companies,  in  dealing  Avith  this  question  of  credit.  The 
danger  line  has  already  been  passed  as  to  the  comparison  of  the  debt 
and  the  stock.  More  than  60  per  cent  of  outstanding  securities  is  in 
bonds.  In  1900  it  was  less  than  50  per  cent,  and  Avhen  I  say  "  60  per 
cent "  I  mean  60  per  cent  of  the  net  outstanding  capital,  eliminating 
duplicate  holdings.  Noav.  in  1000  it  Avas  forty-nine  and  a  fraction.  It 
has  grown  now  until  it  is  over  60.  And  so  you  see  the  prices  of  the 
stock,  Avhich  indicate  the  margin,  all  the  time  declining.  You  see 
the  proportion  of  capital  Avhich  is  evidenced  by  bonds  all  the  time  in- 
creasing; and  Ave  have  the  problem  before  us  of  what  Ave  can  do  to 
invite  input  of  capital  into  these  properties  in  stock,  so  as  to  restore 
that  equilibrium. 

Noav.  let  us  look  at  some  of  the  facts  Avhich  Ave  must  give  importance 
to  in  considering  this  question  of  the  real  condition  of  railroad  traffic. 
In  the  first  place,  we  see  the  fact  that  in  the  years  1915  and  1916  there 
was  a  smaller  mileage  construction  in  this  country  than  had  ever 
occurred  before  in  its  history  since  1848,  except  during  the  period  of 
the  Civil  War — not  as  much  as  a  thousand  miles.  Vve  haA^e  the  addi- 
tional fact  that  the  Pennsylvania  Railroad  Co.  has  not  been  able  to 
dispose  of  a  share  of  stock  for  five  and  a  half  years.    And  let  us  look 
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at  the  capitalization  of  that  company.  The  capitalization  of  the 
Pennsylvania  Railroad  is  75  per  cent  stock  and  '2~)  per  cent  indebted- 
ness. 

Senator  Cummins.  Is  that? 

Mr.  TiiOM.  Seventy-five  per  cent  stock  and  25  per  cent  indebted- 
ness. That  fact  accounts  for  their  being  able  to  sell  an  issue  of 
$50,000,000  the  other  day. 

Senator  PoiN DEXTER.  Of  bonds? 

Mr.  Thom.  Of  bonds;  because  of  the  immense  disproportion  in 
favor  of  their  stock  issues  over  their  indebtedness. 

Now,  for  five  and  a  half  years  that  company  has  not  been  able  to 
sell  one  share  of  stock. 

Take  the  New  York  Central.  The  New  York  Central  is  about  the 
other  way.  There  is  about  seventy-odd  per  cent  of  its  capitalization 
in  bonds  and  25  per  cent  or  more  in  stock.  When  their  stock  was  re- 
cently selling  above  par  they  thought  they  would  be  able  to  raise  some 
money  by  putting  out  $25,000,000  more  of  stock.  They  offered  it  on 
the  market,  and  immediately  the  stock  dropped  below  par,  and  they 
had  to  withdraAv  the  issue. 

In  the  year  1917  the  Southern  Eailway  Co.  was  confronted  with 
this  situation:  The  entire  improvement  fund  available  to  that  com- 
pany was  evidenced  by  its  development  in  general  mortgage  -1  per 
cent  bonds.  Those  bonds  fell  so  low — below  60 — that  it  could  not  be 
justified  in  selling  them  in  order* to  produce  an  improvement  fund. 
An  effort  was  then  made  to  issue  another  mortgage,  as  interest  rates 
had  fallen,  of  5  per  cent  bonds  to  take  the  place  of  this  -1  per  cent 
bond,  and  every  arrangement  was  made  to  put  that  bond  on  the 
market,  but  when  the  time  came  to  launch  the  loan  they  found  it  was 
utterly  impossible  to  do  go,  and  they  had  to  withdraw  it. 

I  have  attempted  to  depict  this  condition  of  railroad  credit  so 
that  you  may  have  before  you  at  least  my  point  of  view  with  respect 
to  the  problem  in  establishing  a  new  system  of  dealing  with  these 
railroads. 

Senator  Watson.  How  can  we  by  legislation  change  or  improve 
that  condition? 

Mr.  Thom.  Well,  that  is  the  very  point  that  I  want  to  argue  now. 
Senator.  I  say,  there  is  your  condition.  Now,  you  must,  if  you  are 
going  to  deal  successfully  with  this  problem,  meet  that  situation, 
it  seems  to  me,  in  some  way.  It  calls  for  a  calm,  dispassionate  con- 
sideration of  existing  systems  of  regulation.  It  is  a  delicate  matter 
to  handle,  because  what  is  said  may  be  interpreted  into  criticism  of 
men  or  administration,  whereas  that  is  not  my  purpose,  and  I  am 
not  considering  the  question  from  that  standpoint.  I  think,  in  a 
matter  of  such  solemn  consequence  to  the  future  of  this  country  as 
is  a  successful  method  of  dealing  with  the  facilities  of  transporta- 
tion it  calls  for  frankness  and  fearlessness  and  an  analysis  of  their 
defects  and  an  appraisal  of  their  merits  and  a  determination  upon 
the  question  of  whether  or  not  they  are  adequate  for  the  national 
exigencies  at  the  time. 

What  I  shall  say  will  be  devoted  to  a  criticism  of  systems  and 
not  of  men.  Now,  I  am  somewhat  emboldened  as  to  the  propriety 
of  tliat  course  l)y  a  ci'itieism  of  the  system  now  existing  made  by 
the  emineni  man  to  whom  I  alluded  just  now — Judge  Prouty — in 
which  he  points  out  the  defects  in  the  present  system,  from  his 
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standpoint,  and  makes  practically  the  same  suggestion  as  to  a  cure 
for  them  that  I  shall  ask  you  to  adopt. 

In  1907  he  said,  in  the  address  to  which  I  have  just  alluded,  this: 

The  ciindusion  of  the  whole  matter  is  this:  If  the  Interstate  Commerce  Com- 
iiussioii  is  vested  witli  a  jurisdiction  so  tremendous  in  extent  and  of  such  final- 
ity, every  effort  should  be  made  to  provide  a  body  adequate  to  the  trust.  That 
connnission  under  the  present  law  is  charged  with  two  sets  of  duties,  requiring 
diverse  qualilications  for  their  discharge.  It  stands,  tirst,  as  representative  of 
the  Government  to  see  that  these  highways  are  in  fact  public.  It  is  com- 
manded to  enforce  the  provisions  of  the  act  to  regulate  conmierce.  It  nmst 
see  that  rates  are  reasonable  and  just :  that  the  practices  and  regulations 
of  railways  are  not  oppressive;  that  the  i)enalties  provided  by  the  act  are 
enforced.  In  the  near  future  its  powers  must  be  extended  to  the  operation  of 
the  railways  as  well.  These  duties  are  largely  executive.  They  can  best  be 
discharged  by  a  single  head,  responsible  to  the  Executive  and  answerable  to  the 
spur  of  popular  criticism. 

Senator  Cummins.  What  is  that? 

Mr.  Thom.  "AnsAverable  to  the  spur  of  popular  criticism."  He 
then  continues: 

Second,  this  connnission  is  in  essence  a  judicial  tribunal,  which  hears  and 
decides  complaints.  The  qualifications  of  such  a  body  are  the  exact  oi)posite 
of  the  other.  Its  membersiiip  sh-.iuld  be  numerous,  so  that  its  decisions  may 
be  the  resultant  of  independent  minds.  It  should  be  entirely  withdrawn  from 
all  political  and  personal  influences,  and  it  should  have  time  for  the  deliberate 
consideration  of  the  matters  coming  before  it. 

I  very  much  doubt  whether  the  same  body  can  properly  discharge  both  these 
functions.  In  the  end  it  will  either  become  remiss  in  its  executive  duties 
or  will  in  the  zeal  of  those  become  unfit  for  the  dispassionate  performance  of 
its  judicial  functions.  Whatever  may  have  been  true  in  the  past,  tlie  time 
has  come  when  the  commission  should  be  relieved  of  all  its  duties  except  the 
hearing  and  deciding  of  complaints. 

There  are  several  ways  in  which  this  might  be  accomplished.  The  com- 
mission itself  might  perhaps  be  reorgaiuzed  and  its  duties  divided.  Its  ex- 
ecutive functions  could  be  transferred  to  a  bureau  in  some  department.  I 
have  myself  thought  that  a  new  department  should  be  created.  Such  a  de- 
partment would  from  the  first  have  occupation  in  plenty.  No  department 
would  be  oftener  applied  to  by  all  classes,  nor  would  any  be  of  more  service 
to  the  whole  public,  railways  and  patrons  alike.  In  be.ginning  this  paper  I 
had  intended  to  refer  more  in  detail  to  this  matter,  but  my  limit  has  been 
reached  before  my  subject,  and  I  can  only  urge  the  desirability  of  accomplish- 
ing the  thing  in  some  manner. 

Now,  it  seems  to  me  that  the  very  organization  of  the  Interstate 
Commerce  Commission,  and  of  all  commissions,  incapacitates  it  for 
the  performance  of  duties  in  respect  to  business  in  the  future.  When 
the  Interstate  Commerce  Commission  was  organized  the  thought  in 
the  public  mind  was  that  it  was  necessary  to  have  a  body  of  repres- 
sion and  correction.  The  public  opinion  has  advanced  to  the  point 
where  you  want  not  only  a  body  of  repression  and  correction  but  a 
body  of  guidance  of  future  conduct. 

Xow,  Mr.  Clark,  in  his  wonderful  testimony  given  here  a  few  days 
ago,  which  made  us  all  renew  our  admiration  and  respect  for  him, 
likened  the  duties  of  his  commission  to  the  duties  of  this  committee. 
He  said  he  thought  that  a  wiser  conclusion  could  be  arrived  at  by  a 
number  of  men  on  a  commission  than  by  one  man,  just  as  this  com- 
mittee could  arrive  at  a  wiser  conclusion  than  one  man  could  arrive 
at;  and  he  likened  it  also  to  the  Supreme  Court  of  the  United  States. 
The  fundamental  thing  that  a  court  does  is  to  deal  with  the  past,  and 
it  is  organized  for  that  purpose.  It  deals  with  controversies  that 
have  arisen,  in  every  aspect  of  its  activities,  except  its  injunctive  one. 
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and  there  it  is  given  the  attribute  of  possible  prompt  action  by  the 
ablitv  to  issue  in  advance  a  preliminary  order. 

Now  if  Ave  are  to  succeed  in  the  private  management  of  these  prop- 
erties, we  must  have  the  opportunity  for  prompt  action.  We  must  be 
able  to  adapt  our  business  methods  quickly  to  business  conditions. 
We  can  not  wait,  if  we  are  to  be  successful  in  business,  for  such  de- 
liberation as  the  Supreme  Court,  for  example,  take  in  reference  to  its 
cases. 

Xow.  I  sympathize  with  every  word  Mr.  Clark  said  in  respect  to 
the  time  that  that  commission  lias  taken  in  deciding  cases.  Unless 
the  connnission  is  willing  to  avail  itself  of  its  reservoir  of  accumu- 
lated infornuition  and  to  act  at  once  on  these  enormous  questions  with- 
out hearing — why,  manifestly,  hearings  take  time,  and  I  do  not  doubt, 
as  he  said,  that  a  great  deal  of  the  time  which  the  Interstate  Com- 
mei"ce  Commission  has  taken  in  deciding  these  tremendous  cases  has 
lieen  because  of  applications  of  the  lawyers  of  the  carriers,  and  of 
other  lawyers,  for  time  in  which  to  prepare  and  present  their  cases. 
It  is  inseparable  from  the  situation;  it  is  an  outgrowth  of  the  system. 

Senator  Uxderavood.  Mr.  Thom,  if  it  does  not  interrupt  you,  I 
would  like  to  ask  3'ou  a  question  right  there.  Do  we  not  reach  the 
dividing  line  right  at  that  point  between  a  government  of  law  and  a 
government  of  men.  as  to  whether  we  are  going  to  leave  these  impor- 
tant questions  unrestricted  to  a  man  to  decide  or  whether  the  Con- 
gress, exercising  its  function,  is  going  to  establish  certain  rules  of 
law  for  the  government  of  these  carriers  and  then  have  men  decide 
whether  or  not  the  carrier  is  within  the  rules  of  the  law?  In  other 
words,  if  we  are  going  to  leave  the  unrestricted  right  of  men  to  govern 
these  properties,  there  may  be  a  very  strong  argument  for  one-man 
government  and  one-man  executive;  but  if  we  are  going  to  establish 
the  basis  l)y  law  for  certain  rules  and  regulation^  that  must  be  coui- 
plied  with  and  lived  up  to,  then  do  Ave  not  Avant  a  court  decision  from 
a  body  of  men  to  deteiinine  Avhether  they  are  within  the  hnv  or  not '. 

Mr.  Thom.  Senator,  if  you  Avill  pardon  me.  I  propose  to  deal  Avith 
that  question  Avhen  I  come  to  it. 

Senator  Underavood.  I  did  not  Avish  to  interrupt  you;  but  I  did  not 
Avant  you  to  overlook  that,  because  that  thought  is  in  niy  mind,  and  I 
Avanted  it  cleared  up. 

The  Chairman.  Senator  Underwood,  you  Avere  not  present  Avhen 
^Ir.  Thom  requested  that,  as  far  as  possible,  he  be  allowed  to  make 
his  argument  and  then  have  questions  propounded  to  him  after  he 
concludes  his  preliminary  statement? 

Senator  Underwood.  I  am  very  glad  to  conform  to  ]Mr.  Thorn's 
Avishes  in  that  respect.  I  Avas  not  here  Avhen  he  made  the  request,  or 
I  Avould  not  have  interrupted  him. 

Mr.  TnoM.  It  Avas  simply  in  the  interest  of  the  saving  of  time,  Sen- 
ator. I  shall  be  Aery  glad  to  ansAver  all  these  (]uestions  afterAvards,  or 
even  noAv,  if  you  desire. 

Senator  Underavood.  Xo:  I  did  not  happen  to  be  in  my  seat  at  the 
time  you  made  the  request. 

Mr.  Thom.  My  argument  is  that  if  we  are  to  succeed  as  a  business 
enterprise,  the  machinery  Avhich  controls  us  must  be  suitable  for 
prompt  and  adaptable  action;  it  must  be  s^l)le  to  act  Avith  as  near  an 
approximation  to  Avhat  a  i)usiness  man  Avohld  do  in  the  control  of  his 
OAvn  business  as  the  exigencies  of  the  pubJic  interest  Avill  permit. 
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Xo^Y,  we  have,  I  think,  in  the  commission  form  of  government  and 
regulation,  lost  sight  of  that  essential  requirement  of  business  condi- 
tions. AVe  have  organized  the  bodies  of  regulation  on  the  basis  of 
deliberation  and  on  the  basis  that  no  business  step  can  be  taken  until 
the  end  of  deliberation,  be  it  six  months  or  be  it  a  year. 

Xow,  there  is  a  situation  which  I  believe  ,you  gentlemen  will  have 
to  deal  Avith.  You  will  have  to  determine,  first,  whether  or  not  it  is  a 
fatal  obstacle  in  the  way  of  business  success  to  have  taken  away 
from  l)usiness  management  the  opportunity  of  ready  adaptation  to 
changing  conditions;  and  then  you  will  have  to  determine  whether  or 
not  it  is  possible  to  create  such  machinery  as  will  give  a  capacit}^  for 
promptness  to  governmental  regulation. 

Xow,  there  is  another  thing  which  I  think  is  a  weakness  in  the 
Interstate  Commerce  Commission  and  in  the  commissions  of  the  sev- 
eral States.  I  think  they  are  too  dependent  upon  the  power  which 
has  their  life  or  death  in  its  hands.  They  mnj  be  brave  enough  to 
withstand  influence,  but  if  you  are  going  to  deal  with  systems,  you 
ought  to  establish  systems  where  they  will  not  be  called  upon  "for 
courage  in  order  to  perform  independently  their  duties.  Now.  I  will 
illustrate  what  I  mean:  I  was  thrown  a  little  while  ago  with  a  man 
who  had  had  a  long  and  successful  experience  as  a  commissioner  of 
one  of  the  States.  He  retired  from  the  position  with  the  respect  and 
confidence  of  everybody,  so  far  as  I  know. 

I  think  it  is  the  history  of  his  State  that  they  were  inclined  to  deal 
in  a  businesslike  way,  as  far  a,s  possible,  with  these  instrumentalities 
of  commerce,  and  he  told  me  this :  He  said.  "  There  never  was  a  move- 
ment in  the  commission,  of  Avhich  I  was  a  member,  to  increase  rates, 
that  it  was  not  inniiediately  followed  by  a  bill  in  the  legislature  to 
abolish  the  connnission.''  and  that  when  the  question  came  up,  which 
ought  to  be  decided  on  its  merits,  of  whether  the  railroads,  in  the 
public  interest,  required  greater  revenues,  that  question  had  to  be 
decided  with  the  guillotine  over  the  heads  of  the  men  that  had  to 
decide  it. 

We  do  not  have  to  go  very  far  from  home  in  determining  this  ques- 
tion of  the  dependence  of  commissions  on  the  favor  of  legislative 
bodies.  We  all  recall  that  in  1017,  when  an  application  Avas  made 
to  the  Interstate  Commerce  Commission  for  an  increase  of  rates, 
and  that  body  had  the  matter  imder  consideration,  and  it  was  sug- 
gested in  some  quarters  that  there  Avas  a  favorable  prospect  of  having 
the  rate  increase  granted,  j^ou  gentlemen  know,  of  your  own  knowl- 
edge, that  i-esolutions  Avere  introduced  in  the  Senate  for  an  inquiry — 
a  congressional  inquiry  into  that  question. 

Xow.  Avhat  does  that  mean?  Let  us  be  frank.  What  does  that 
mean?  Here  Avas  the  Senate.  Avhich  must  confirm  the  appointment 
of  any  man  to  mehibership  on  the  Intorstate  Commerce  Commis- 
sion; and  here  Avas  a  matter  before  the  commission,  in  its  official 
capacity,  Avhich  ought  to  be  determined  on  its  merits,  and  a  resolu- 
tion is  introduced  Avhich  serves  notice  that  any  decision  of  that  case 
in  a  particular  Avay  is  going  to  be  made  the  subject  of  senatorial  in- 
quiry, and  that  inquiry  by  the  body  that  has  the  power  of  life  and 
(leath  over  the  members  of  the  commission  ! 

Is  it  too  strong  a  characterization  of  that  action  to  say  that  thereby 
there  Avas  established,  or.  at  least,  Avas  capable  of  establishment,  a 
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system  of  terrorism  over  the  commission  in  the  matter  of  the  decision 
of  a  case  before  it  'i 

Now,  gentlemen,  we  think  that  a  bureau  of  Government  occupying 
that  exposed  position,  which  may  be  attacked  by  the  body  that  holds 
authority  over  its  very  existence,  or  the  confirmation  of  its  successive 
members,  as  they  come  before  it  for  approval,  is  not  in  possession  of 
that  independence  which  must  obtain  if  these  transportation  interests 
are  to  be  put  upon  a  sound  and  stable  foundation. 

We,  therefore,  do  not  think  that  the  governmental  authority  in 
respect  to  these  matters  ought  to  be  exercised  through  a  mere  bureau 
of  the  Government.  We  think  a  bureau  is  in  too  exposed  a  position. 
It  does  not  possess,  in  its  very  organic  creation,  the  capacity  for  in- 
dependence and  businesslike  judgment  which  this  problem  calls  for, 
and  we  turn  elsewhere  to  see  what  we  can  suggest  to  strengthen  that 
situation.  We  think  that  we  are  safe  in  saying  that  the  higher  the 
position  a  man  occupies  in  the  Government  the  greater  is  his  oppor- 
tunity for  courage  and  the  greater  is  his  sense  of  responsibility.  I 
think  if  you  will  look  througli  the  gradations  of  your  legislative  life 
_you  will  find  that  the  men  who  get  to  tlie  top  are  capable  of  a  broader 
outlook,  more  courageous  action,  and  are  more  responsive  to  the  calls 
of  responsibility.  We  think  that  goes  throughout  the  whole  political 
fabric.  In  saying  that  we  recognize  that  we  can  not  get  away  from 
politics. 

The  very  warp  and  woof  of  our  national  life  is  politics.  It  is  a 
Government  by  politics ;  but  there  is  a  difference  between  petty  poli- 
tics and  great  politics.  We  know  that  when  you  regulate  us  you 
must  regulate  us  through  political  agencies;  but  our  plea  to  3'ou  is 
that  you  regulate  us  by  political  agencies  that  are  the  highest,  the 
strongest,  and  the  most  responsible,  and  we  therefore  ask  of  you  that 
in  the  fundamental  matters  to  which  I  shall  call  your  attention  you 
create  a  department  of  this  Government  and  put  over  it  a  Secretary 
of  Transportation  who  shall  discharge  the  duties  which  I  shall  outline 
in  a  few  moments. 

We  believe  that  we  will  find  more  strength  at  the  President's  table 
than  we  will  in  a  bureau  of  the  Government — strength  not  only  in 
our  favor  when  we  are  right,  but,  you  must  also  realize,  strength 
against  us  when  we  are  wrong — because  the  policies  then  will  be  the 
policies  of  the  national  administration.  Is  it  not  true  that  transpor- 
tation is  one  of  the  great  interests  of  the  people?  We  have  just  seen 
that,  in  time  of  war,  it  was  essential  to  the  armies  and  the  navies 
and  the  victory.  In  time  of  peace  it  is  more  necessary,  day  by  day, 
than  the  armies  and  the  navies.  It  is.  to  use  the  language  of  the 
President.  "  the  one  common  interest  of  our  whole  industrial  life." 
You  have  a  member  of  the  President's  cabinet,  sitting  at  his  table, 
to  represent  the  interests  of  commerce;  you  have  a  member  of  his 
cabinet,  sitting  there  at  his  table,  to  represent  the  interests  of  the 
Army  and  of  the  Navy;  you  have  one  sitting  there  to  represent  the 
interests  of  agriculture. 

Why  is  it  that  transportation  is  not  of  sufficient  importance  and 
of  sufficient  dignity  to  be  represented  there  also?  Why  ought  not 
the  question  of  the  adequacy  and  sufficiency  of  transportation  facili- 
ties, upon  which  tlie  whole  country  is  dependent,  be  of  sufficient 
importance  to  have  a  man  sitting  there,  charged  with  the  duty  of 
seeing  that  they  are  adequate,  and  making  his  position  on  the  sub- 
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ject  a  matter  of  national  policy?  By  that  means  every  interest  of 
transportation — and  I  do  not  mean  private  interests;  I  am  discussing 
public  interests — every  interest  of  transportation  which  he  recog- 
nizes will  be  a  matter  that  he  can  bring  at  once  to  the  attention  of 
the  President,  to  debate  in  his  cabinet,  and  to  the  test  of  whether  or 
not  it  will  be  made  a  matter  of  national  administration  policy. 
Charge  him  with  the  duty  of  seeing  that  the  people  of  this  country 
and  the  commerce  of  this  country  are  adequately  supplied  with  trans- 
portation facilities,  and  you  have  him  in  a  position  where  he  is  the 
least  amenable  to  petty  political  conditions  or  forces,  where  he  has 
the  largest  sense  of  responsibility,  and  where  it  is  possible  to  make 
a  national  need  a  national  policy. 

Xow.  we  feel  that  the  creation  of  such  a  department,  Avith  a  secre- 
tary at  its  head,  will  enable  us  to  have  promptness  in  the  adaptation 
of  our  relationship  to  the  recurring  and  changing  business  conditions 
of  the  country.  We  feel,  too,  that  where  we  are  right  the  battle  will 
not  be,  as  heretofore,  between  us,  in  our  weakness,  and  the  shipping 
public,  or  whoever  else  opposes  us  on  the  other  side;  but  the  thing 
will  be  determined  on  a  wise  national  policy,  and  will  Ije  fought  out, 
with  the  administration  on  one  side  and  its  opponents  on  the  other. 
All  we  have  got  to  do,  in  order  to  avail  ourselves  of  that  opportunity, 
is  to  be  right  in  our  contention — and  we  ought  to  have  the  responsi- 
bility put  upon  us  of  being  right  or  wrong.  But  where  we  are  right, 
there  ought  to  be  machinery  that  will  see  to  it — and  which  is  strong 
enough  to  see  to  it — that  the  policies  which  are  right  shall  come  into 
effective  operation,  in  the  interest  of  the  public. 

Xow,  I  am  told  that  there  will  be  opposition  to  this  from  two 
sources:  one,  one  of  the  political  parties,  and  the  other  the  other 
political  party.     [Laughter.] 

Senator  Cummins.  It  is  comprehensive,  anyhow,  is  it  not? 

Senator  Watson.  Yes;  it  is  comprehensive. 

Mr.  Thom.  That  each  one  of  the  political  parties  would  hesitate  to 
trust  such  authorit}^  as  this  in  the  hands  of  the  other.  I,  of  course,  do 
not  knov.'  how  that  is.  I  hope  it  is  not  true,  but  if  there  is  any  appre- 
liension  on  this  subject  I  believe  it  to  be  exaggerated.  I  do  not  believe 
that  the  fact  of  there  being  created  a  secretary  of  transportation,  with 
his  seat  at  the  President's  table,  will  give  such  a  political  advantage 
to  the  administration  as  might  be  supposed.  It  is  not  proposed  that 
he  shall  have  any  relationship  with  the  great  army  of  employees;  he 
would  have  no  right  to  give  orders  to  them.  Their  relationship  to  the 
companies  will  be  the  same  as  heretofore,  and  if  he  should  attempt  to 
intimidate  or  to  control  the  managements  then  we  all  know  that  the 
managements  can  not  intimidate  and  control  the  employees. 

Senator  Townsexd.  I  did  not  get  that  sentence.  "  Can  "  or  "  can 
not"? 

Mr.  Thom.  Can  not.  The  employees  have  their  own  individual 
policies  and  their  own  individual  politics ;  and  the  danger  of  creating 
a  political  machine,  which  could  hand  from  one  party  to  the  other, 
accordingly  as  they  are  in  power,  the  votes  of  the  employees,  is,  in  my 
opinion,  vastly  exaggerated.    I  do  not  believe  it  is  possible. 

We  harl  a  little  instance  the  other  day :  There  was  a  member  of  the 
President's  Cabinet,  not  with  the  limited  authority  Avhich  we  are  sug- 
gesting shall  be  given  to  the  secretary  of  transportation,  but  with  a 
direct  relationship  to  every  railroad  employee  in  the  land.    I  have  no 
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reason  to  believe  that  an}'  attempt  Avas  made  to  influence  them ;  but 
I  believe  tliat  if  an  effort  had  been  made  to  influence  them,  the  result 
of  the  election  would  not  have  been  different  from  what  it  was.  And 
we  had  an  election  of  ]Members  of  Congress  the  other  day  in  which^ 
notwithstanding  this  relationship,  the  opposing  party  was  successful. 

Senator  Poindexter.  Probably  it  was  on  account  of  that  relation- 
ship. 

Mr.  Thom.  Then,  if  that  be  so,  one  party  ought  to  be  very  glad 
to  see  the  other  have  the  secretary  of  transportation — if  it  is  a  dis- 
advantage. [Laughter].  And  I  believe  the  truth  lies  there.  Senator 
Poindexter.  I  believe  that  if  any  man  in  the  President's  cabinet 
should  attempt  to  use  his  power  to  band  together  a  great  political 
force  of  the  employees,  it  would  be  so  resented  by  the  other  Ameri- 
can people  and  by  the  employees  themselves,  that  it  would  be  a  dis- 
advantage, instead  of  an  advantage. 

Senator  Cummins.  Does  that  mean  that  this  man  did  that,  and 
met  with  that  fate? 

Mr.  Thom.  No.  I  said  expresrsly  that  I  did  not  believe  he  made 
any  such  effort;  but  I  am  talking  about  the  country  having  gone 
through,  without  material  difficulty  or  danger,  a  situation  with  a 
member  of  the  cabinet  controlling  the  railroads. 

Now.  gentlemen,  those  are  our  reasons  for  favoring  a  secretary 
of  transportation.  I  ask  your  very  earnest  consideration  of  them. 
You  are  dealing  with  a  great  problem ;  you  are  dealing  with  a  diffi- 
cult problem.  It  is  a  situation  where  strength  must  be  brought  to 
it:  it  cannot  be  left  to  struggle  along  and  stagger  and  fall  because 
of  fault}^  regulation. 

Now,  consider  whether  you  will  not  be  strengthening  this  great  in- 
dustry and  promoting  the  public  interest  by  creating  a  responsible 
cabinet  officer  whose  duty  it  shall  be  to  look  out  for  the  adequacy  of 
your  transportation  facilities  and  to  be  responsible  for  them. 

Now,  the  next  question  arises.  What  ought  the  Interstate  Commerce 
Commission  to  do  if  that  plan  is  adopted?  To  what  duties,  neces- 
sarily, does  the  adoption  of  that  idea  relegate  the  Interstate  Com- 
merce Commission? 

It  relegates  them  to  the  position  which  is  outlined  in  Mr.  Prouty's 
statement,  to  which  I  have  alluded.  I  do  not  think  that  American 
public  opinion  will  accept  the  view  of  an  unconh'olled  head,  of  an 
uncontrolled  secretary  of  transportation.  I  think,  in  order  to  satisfy 
public  opinion,  there  must  be  a  check  upon  an  officer  Avith  that  au- 
thority and  power.  Now.  where  ought  that  check  to  be  found?  It 
ought  to  be  found  in  a  deliberative  body.  It  ought  to  be  found  in 
the  Interstate  Commerce  Commission.  There  ought  to  be  the  au- 
thority to  check  the  action  of  anybody — no  matter  who  he  is — that 
has  charge  of  these  transportation  interests.  Some  authority  must 
be  created  in  order  to  satisfy  public  opinion,  in  order  to  meet  public 
conviction.  There  is  a  body,  made  to  your  hand.  Judge  Prouty  said 
you  ought  to  sei)arate  its  executive  functions  and  bestow  upon  it  only 
judicial  functions.  That  is  a  suggestion  that  we  also  make,  that,  with 
the  exception  of  Federal  valuation  and  control  over  the  accounting 
system,  the  duties  of  the  Interstate  Commerce  Commission  be  con- 
fined to  hearing  and  determining  controversies  over  rates. 

Some  suggestion  has  been  made  here,  in  (piestions.  as  to  whether 
or  not  the  whole  power  of  fixing  rates  ought  to  be  in  the  Interstate 
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Commerce  Commission,  with  no  power  of  initiation  in  the  carriers; 
that,  they  not  only  have  a  right  to  make  maximum  and  minimum 
rates,  but  the  rate  itself.  A  great  deal  can  be  said  in  favor  of  that 
proposition ;  but  it  seems  to  me  that  there  are  certain  considerations, 
of  a  substantial  character,  which  ought  to  be  taken  into  view  in  con- 
nection with  it.  and  one  of  those  considerations  is  this:  How  far 
can  a  rate-making  bod3\  such  as  the  Interstate  Commerce  Commis- 
sion, or  any  commission,  respond  readily  to  the  needs  of  shippers  for 
adapted  rates?  Now^,  it  is  common  experience  that  a  rate  proposal 
arises  in  this  way,  frequently:  There  is  some  interest  that  desires  to 
establish  a  new  enterprise  on  the  line  of  a  road.  One  of  the  factors 
that  must  be  determined  is  the  transportation  charges  which  it  will 
be  under,  if  it  does  establish  itself  on  that  road.  Another  thing  that 
must  be  considered  is  the  whole  commercial  field  that  will  be  avail- 
able for  it  Avhen  the  industry  shall  have  been  established.  Now,  what 
happens  is  that  the  man  who  proposes  to  establish  that  enterprise 
will  have  at  his  disposal  the  whole  commercial  force  of  the  railroad, 
in  giving  him  information  as  to  the  field  which  is  available  to  him,  in 
giving  him  information  as  to  the  rate  situations,  and  other  situations 
which  he  will  have  to  meet :  and  thereupon  by  arrangement  between 
the  two,  a  rate  is  fixed  and  initiated  by  the  carrier  to  meet  that  com- 
mercial necessity.  In  other  words,  the  terms  on  which  men  can  do 
business  are  controlled  by  the  rates,  and  there  must  be  an  opportunity 
for  flexibility  and  promptness  in  making  these  rates. 

There  is  a  memorandum  on  that  subject,  which  has  been  prej^ared 
for  me  by  a  very  competent  rate  man,  wdiich  I  shall  not  read  in  full, 
but  Avhich  I  shall  ask  to  have  incorj^orated  in  my  remarks.  I  will 
read  one  or  tAvo  of  these  headings.  I  w'ant  to  call  attention  to  the 
fact  that  whatever  nomenclature  we  may  adopt,  what  we  are  pro- 
posing does  not  amount  to  a  guaranty  about  rates.  A  guaranty  in- 
volves the  idea  of  responsibility  for  results,  to  the  extent  that  if 
there  is  a  deficiency  it  shall  be  made  good  by  a  money  payment.  That 
is  one  definition  of  a  "guaranty":  and  I  am  aware  that  the  term 
^'  guaranty  "  may  be  considered  from  the  standpoint  of  an  assurance 
in  the  law  that  the  rates  will  be  sufficient  for  a  certain  purpose. 
KoAv,  Avhat  we  are  asking  is  no  guaranty  of  either  sort.  We  are 
asking  for  permission  to  work  out  our  own  salvation  under  a  statu- 
tory rule  that  will  make  rates  adequate,  and  if  there  is  a  failure  in 
the  result  we  are  not  asking  anybody  to  make  it  good. 

XoAv,  with  that  explanation  I  will  read  one  or  two  of  these  ques- 
tions and  answers,  and  will  ask  that  the  memorandum,  in  its  en- 
tirety, be  incorporated  w  ith  my  remarks  at  this  point. 

(Thereupon  Mr.  Thom  read  aloud  several  portions  of  the  said 
memorandum,  which  appears  in  full  below,  as  follows:) 

INITIATION    AND    ADJUSTMENT    OV    RATES. 

Under  tlie  impression  that  the  proposal  of  the  farriers  contemplates  a  guar- 
anteed return  upon  theii-  investment,  tlie  question  has  been  asked  why  they 
should  be  authorizetl  to  initiate  rates. 

Ansvcr. — First.  The  carriers  have  not  asked  for  and  do  not  expect  a  guar- 
anteed return  upon  their  investment.  They  desire  to  be  permitted  to  earn  suffi- 
cient revenue  to  in-ovide  safe  and  sufficient  service,  to  protect  their  existin.g 
investment,  to  attract  new  capital  necssary  in  the  public  interest,  and  to  reflect 
the   cost    of   wages   incident   to   furnishin.Li:    transportation.      They    accept    the 
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primary  responsibility  of  earning  as  mucli  revenue  as  possible  by  the  encourage- 
ment of  industry,  development  of  traffic,  economy  of  operation,  and  efficient 
management. 

Second.  The  carriers  nhvays  have  initiated  rates  and  sliouid  continue  to  be 
unhampered  in  doing  so,  excejit  as  their  rates  are  subject  to  review  by  a 
governmental  agency  upon  comiJlaint  of  a  shipper,  as  now  provided  by  law,  or 
upon  complaint  of  another  carrier,  as  now  proposed  by  the  railroads,  and  sub- 
.lect.  upon  such  complaint,  to  the  authority  of  the  Interstate  Commerce  Com- 
mission to  prescribe  a  mininmm  as  well  as  a  maxinuim  rate,  as  now  proposed 
by  that  tribunal.  The  encouragement  of  industry  and  development  of  traffic 
require  the  initiation  of  couimodity  rates  wliere  only  class  rates  may  exist,  or 
reduction  of  commodity  rates  which  may  not  be  low  enough  to  move  the  traffic. 
To  whatever  extent  conunerce  may  be  stinmlated  and  profitable  trathc  de- 
veloped by  such  reduced  rates,  it  becomes  unnecessary  to  obtain  revenue  by 
increased  rates ;  but  when  the  revenue  obtained  by  the  development  of  traffic 
and  efficient  handling  thereof  shall  be  insufficient  to  meet  the  conditions  which 
it  is  proposed  shall  be  given  consideration  in  determining  the  reasonal)leness 
of  rates,  it  should  continue  to  be  the  privilege,  and  should  be  the  duty,  of  the 
carriers  to  initiate  the  necessary  increased-  rates  which  will  be  suI\ioct  to  sus- 
pension but  which  should  be  allowed  to  be  promptly  made  effective  when  they 
meet  the  test  of  reasonableness  which  the  carriers  have  proposed. 

Third.  The  prompt-  initiation  of  rates  by  the  carriers  facilitates  the  business 
of  the  shippers  and  promotes  the  commerce  of  the  country.  AVhen  an  industry 
is  born  or  is  determining  its  location  its  very  life  depends  on  what  the  inbound 
and  outbound  freight  rates  are  going  to  be,  and  what  markets  can  be  reached. 
The  experience  of  the  railroad's  entire  staff  is  available  to  those  contemplating 
the  creation  or  location  of  the  industry,  and  it  is  not  unusual  to  rely  tipon  this 
Intimate  acqtiaintance  with  the  section  of  the  cotmtry  served  by  a  given  line 
for  information  as  to  sources  of  .supply,  and  available  markets  of  distribution. 
Such  oflicers  are  expected  to  say  what  the  inbound  and  otitbound  cost  of  trans- 
portation will  be.  If  unable  to  do  so,  the  project  would  be  retarded  instead  of 
facilitated.  Indeed,  the  initiation  of  rates  by  the  carriers  is  one  of  the  elements 
of  individual  initiative  which  makes  the  private  control  and  management  of 
transportation  so  much  preferable  to  the  users  of  the  railroads  than  govern- 
mental control  or  ownership,  and  the  individual  carriers  should  be  encouraged 
to  initiate  rates  that  will  stinmlate  traffic,  in  order  to  obtain  as  much  revenue 
as  possible  without  the  necessity  of  increased  rates. 

Fourth.  While  no  objection  is  offered  by  the  carriers  to  a  national  govern- 
mental agency  being  authorized  to  initiate  general  adjustments  of  rates  to  main- 
tain a  proper  relation  between  income  and  expenses,  the  individual  carriers 
should  not  be  relieved  of  their  share  of  the  responsibility  to  initiate  rates  to 
produce  the  requisite  revenue ;  and  no  governmental  rate-making  bureau  could 
as  promptly  and  intelligently  initiate  the  commodity  rates  throughout  all  sec- 
tions of  the  country  which  are  necessary  to  develop  its  commerce.  For  ex- 
ample, if  rates  could  only  be  initiated  by  the  Interstate  Commerce  Commis- 
sion that  tribunal  would,  of  course,  undertake,  by  exhaustive  investigation,  to 
inform  itself  as  completely  as  the  traffic  officers  of  the  individual  line  are  al- 
ready informed  when  they  make  tlie  rates  necessary  to  move  the  traffic,  so  that 
as  much  time  would  be  taken  in  the  original  establishment  of  such  rates  as  is 
now  consumed  by  the  commission  in  determining  the  reasonableness  of  a  rate 
when  brought  before  it  on  complaint.  Connnissioner  Clark,  speaking  for  a 
majority  of  the  commission,  has  not  recommended  withdrawal  of  the  carriers' 
privilege  to  initiate  rates.  Plis  recommendation  that  the  commission  be  au- 
thorized to  prescribe  mininmm  as  well  as  maximum  rates  has  reference  to  rates 
which  are  brought  before  the  commission  on  complaint,  and  contemplates  the 
correction  of  any  rate  that  aiay  have  been  made  lower  than  is  found  to  have 
been  proper  or  necessary,  and  to  remove  discrimination  when  found,  upon  in- 
vestigation, by  requiring  increase  of  the  lower  rate,  where  the  higher  rate  is 
found  to  be  not  more  than  reasonable,  and  this  is  also  contemplated  by  the 
recommendation  of  the  carriers. 

It  is  unnecessary  to  seek  any  better  illustration  of  the  benefit  to  conunerce 
which  has  resulted  from  the  initiation  of  rates  by  the  carriers  than  the  develop- 
ment of  the  Californiii  citrus  fruit  industry,  which  is  brought  to  our  attention 
by  Connnissioner  Woolley's  quotation  from  the  opinion  of  Connnissioner  Lane  in 
1911  in  the  Arlington  Heights  fruit  case,  wherein  a  rate  from  California  to 
the  ]\Iissouii  Uiver.  which  was  found  to  be  not  more  than  reason.iI)le,  had  been 
extended  all  the  way  to  the  Atlantic  seaboard.     The  State  of  California  pro- 
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duces  about  15,000  carloads  of  lemons  per  annum,  for  which  the  more  sparsely 
settled  western  country  does  not  afford  a  sufficient  market.  They  must,  there- 
fore, be  delivered  in  the  East  in  competition  with  lemons  from  Sicily  coming 
to  the  Atlantic  and  Gulf  ports.  Commissioner  Lane  expressed  the  opinion  that 
the  commission  could  not  itself  prescribe  or  require  the  extension  of  the  Mis- 
souri River  rate  to  this  large  blanket  of  destination  territory,  but  finding  that 
neither  shippers  nor  carriers  wished  it  destroyed  and  that  it  was  not  in  con- 
flict with  the  provisions  of  the  law,  the  adjustment  was  approved  by  the  com- 
mission. 

Likewise,  the  initiation  of  rates  by  the  carriers  has  given  the  widest  possible 
markets  to  grain,  potatoes,  vegetables,  aud  other  products  of  the  soil;  and  has 
given  the  consumer  the  benefit  of  the  competition  of  these  products  in  markets- 
which  they  could  not  otherwise  have  reached— in  the  face  of  which  a  mileage 
scale  of  rates  has  been  proposed  to  better  protect  the  man  on  the  farm  and  the 
consumer,  nnd  to  more  equitably  develoji  onr  agriculturjil  resources.  A  nation- 
wide structure  on  a  mileage  basis  would  probably  be  more  injurious  to  the  man 
on  the  farm  and  to  the  consumer  than  to  any  other  class  of  people. 

The  constant  clianges  in  cojiditions  and  the  rapid  development  of  the  country 
require  that  the  initiation  of  rates  .shall  not  be  cumbersome  procedure,  if  the 
needs  of  conunerce  are  to  be  promptly  met.  There  must  be  sufficient  flexi- 
bility in  rates,  at  least  upon  staple  products,  to  promptly  meet  the  needs  of 
commerce,  while  the  sole  initiation  of  rates  by  a  governmental  bureau  would 
tend  to  rigidity  and  be  open  to  much  the  same  objection  as  an  inflexil)le  scale 
of  mileage  rates,  which,  in  my  opinion,  would  shackle  the  industry  of  transpoi-- 
tation  and  cripple  the  commerce  of  the  country. 

Mr.  Thom.  Now  another  reason  which  influences  ns  to  advocate 
that  the  carriers  should  have  the  power  of  initiating  rates  is  that 
there  should  be  sorae  in:u^hinerv  to  make  the  chang-es  in  rates 
promptly.  If  the  Interstate  Commerce  Commission  has  the  power, 
and  the  sole  power,  to  initiate  or  fix  rates,  the  question  of  whether 
they  put  their  machinery  in  operation  may  be  controlled  by  conditions 
and  considerations  which  do  not  make  for  promptness,  and  there 
will  be  no  way,  unless  some  special  way  be  created  in  the  act,  to  stimu- 
late that  action.  Of  course,  it  might  be  that  if  you  gave  the  com- 
mission entire  power  over  rates,  and  authority  to  fix  them  all,  you 
might  confer  upon  the  Secretary  of  Transportation  the  power,  and 
make  it  his  duty,  to  bring  to  the  attention  of  the  commission  any 
state  of  affairs  that  required  a  change  in  the  rate  structure,  and  that 
would  be  a  method  of  stimulation.  It  may  be  that  this  problem  can 
be  worked  out  on  one  or  other  of  these  lines,  and  our  desire  to  initiate 
rates  is  not  founded  on  any  ulterior  purpose  but  to  get  the  best  and 
most  adaptable  means  of  making  our  transportation  facilities  meet 
most  readily  the  public  needs. 

^  If  you  think  that  another  method  is  better  you  will  find  no  cap- 
tious opposition  on  our  part.  We  feel  that  with  the  power  to  initiate 
rates  as  heretofore,  with  the  power  of  suspension  in  the  Secretary  of 
Transportation,  and  with  the  power  of  setting  them  aside  in  the 
Interstate  Commerce  Commission,  every  public  interest  will  be  pro- 
tected. You  will  observe  that  in  our  plan  we  propose  to  reduce 
the  time  of  suspension  from  10  months,  as  at  present,  to  60  days. 
The  idea  in  that  also  is  promptness.  If  we  have  a  need  for  additional 
revenue,  and  rates  are  adjusted  to  bring  about  that  object  or  that 
result,  then  a  business  concern  can  not  wait  10  months  for  the  re- 
sult. The  answer  will,  of  course,  be  made  that  the  Interstate  Com- 
merce Commission  can  not  decide  that  case  in  60  days.  In  most  cases, 
that  is  true.  In  a  great  many  of  the  cases  there  would  be  no  opportu- 
nity for  a  decision  in  60  days.  But  the  interests  of  the  shipper  can 
be  provided  for  bv  creatiug  a  system  of  reparation  if  those  rates 
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are  allowed  to  "o  in  at  the  end  of  60  days,  and  make  the  carriers  re- 
fund any  amount  that  they  have  been  charging  in  excess  of  what  is 
a  proper  rate.  That  system  of  reparation — which  all  will  admit  is 
not  entirely  satisfactory — seems  to  be  the  lesser  of  the  tw^o  evils — 
the  two  evils  being,  first,  to  cripple  the  transportation  facility  by 
withholding  for  10  months  revenues  which  are  ultimately  determined 
to  be  necessary  in  the  public  interest;  and,  second,  having  the 
shippers  pay  more  than  may  ultimately  be  determined  to  be  right; 
but  requiring  the  carrier  to  pay  back  the  excess  of  the  charge. 

Senator  Town  send.  Have  you  discussed  in  your  talk  here  how^  you 
would  make  reparation  to  the  consumer,  who  ultimately  pavs  that 
tax?  • 

Mr.  Thom.  No;  I  have  not;  and  that  is  what  I  alluded  to  as  one 
of  the  difficulties  in  the  system  of  reparation.  I  think  that  the  re- 
quirement that  the  carrier  shall  pay  to  somebody  any  excess  in 
charge  will  be  a  check  upon  any  wild  suggestion  of  increase  in  rates. 

Now,  gentlemen,  I  believe  that  you  ought  to  work  out,  through  such 
machinery  as  our  plan  here  suggests,  a  method  of  regulation  of  these 
carriers,  and  that  you  ought  to  deal  with  rates,  either  from  the  stand- 
point of  making  the  Interstate  Commerce  Commission  the  rate- 
fixing  body  or  preserving  the  initiative  with  us  and  giving  them  the 
check,  and  the  secretary  of  transportation  also  a  check,  upon  any 
action  Ave  may  take  with  respect  to  rates. 

Now,  as  a  part  of  this  matter  of  rates.  I  think  if  we  would  divest 
ourselves  of  all  consideration  for  existing  institutions  there  is  not 
a  man  around  this  board  who  would  not  say  that  if  the  Government 
is  now  to  adopt  a  policy  of  making  the  rates  adequate,  there  ought 
to  be  but  one  authority  to  make  those  rates  adequate.  How  can  your 
national  authority  make  them  adequate,  with  fairness  to  interstate 
commerce,  if  a  substantial  part  of  the  rates  can  not  be  controlled  by 
the  national  body,  but  are  under  the  control  of  the  State?  How  are 
3^ou  going  to  work  out  your  problem  of  adequateness  of.  revenue 
through  a  governmental  agency  which  can  control  only  a  part  of  the 
subject? 

In  order  to  reach  your  result,  either  you  must  be  willing  to  put 
upon  interstate  commerce  the  burden  of  making  up  any  deficit  that 
the  States  may  not  be  willing  to  pay.  or  you  must  let  the  adequacy  of 
revenue  go.  If  you  are  going  to  control  the  subject  at  all  and  adopt 
a  policy  b}^  which  there  shall  be  adequacy  of  rates  to  insure  adequacy 
of  public  service,  then  you  have  got  to  control  it  in  one  body,  and 
you  can  not  control  only  a  part  of  the  subject. 

Now%  as  to  the  rule  we  suggest  for  rate  making;  it  is  this:  The 
statute  itself  should  require  that  rates  be  not  only  what  has  been 
called  reasonable,  but  adequate  and  sufficient  to  enable  the  car- 
riers to  provide  safe,  adequate,  and  sufficient  service  to  protect  exist- 
ing investment  and  to  attract  the  new  capital  necessary  in  the  pub- 
lic interest;  and  to  that  end  the  statute  should,  among  other  things, 
specifically  provide  that  the  level  of  rates  must  properly  reflect  the 
cost  of  wages  and  all  other  expenses  incident  to  the  furnishing  of 
transportation. 

Now,  the  question  was  asked  here:  "  How  does  that  differ  from  the 
present  rule?  Is  it  not  now  the  law  that  rates  must  be  adequate  as 
w^ell  as  reasonable?  Is  it  not  now  the  law  that  expenses  must  be 
properly  reflected  in  the  rates?  " 
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My  answer  to  the  first  question  is,  "  Yes ;  tlieoretically."  It  is  now 
the  law  that  a  rate  can  not  be  reasonable  unless  it  is  adequate,  in  my 
judgment.  But  in  actual  administration,  in  my  judgment,  the  ques- 
tion of  adequacy  has  become  minimized  in  comparison  with  the 
question  of  low  rates.  I  think  the  tendency  of  administration  is  to 
think  more  of  low  rates  than  of  adequate  rates,  and  I  think  the  whole 
influence  and  pressure  from  the  rate-paying  bodies  is  in  favor  of  that 
view. 

Now,  we  say  that  when  the  statute  itself  calls  attention,  as  a  na- 
tional policy,  to  the  necessity  for  adequacy,  there  will  be  an  element  of 
strength  put  behind  the  administrative  bodies  in  determining  the 
level  of  rates ;  that  when  the  statute  emphasizes  the  rule  that  a  rate 
must  be  adequate,  the  commission,  in  administering  that  rule,  will 
feel  justified  in  giving  as  much  prominence  to  the  question  of  ade- 
quacy as  they  will  to  the  question  of  smallness  of  the  rate. 

But  it  has  not  all  the  time  been  conceded  that  the  commission 
has  authority  to  consider  the  question  of  adequacy  of  the  rates.  In 
the  Eastern  Rate  case,  20  I.  C.  C.  Reports,  247,  248,  this  was  said 
by  the  commission : 

These  advances  are  justified  by  the  defendants  upon  the  around  that  the  cost 
of  operation  has  so  increased  that  although  gross  operating  income  has  con- 
tinued to  grow  the  net  operating  income  has  become  and  is  insufficient.  Som'e 
claim  Nvas  put  forward  by  certain  carriers  that  certain  of  these  advances  were 
justifiable  upon  grounds  other  than  the  need  of  additional  revenue,  but  this  is 
not  much  insisted  upon.  The  justification  presented  by  the  carriers  is  the  want 
of  additional  revenue,  and  the  question  presented  to  us  is.  Are  these  defend- 
ants justified  in  laying  this  additional  transportation  burden  upon  the  public 
for  the  purpose  of  obtaining  greater  net  revenue? 

Strictly  speaking,  this  commission  has  no  jurisdiction  to  hear  and  determine 
that  question.  We  have  no  aiithority  as  such  to  say  what  amount  these  car- 
riers shall  earn  nor  to  establish  a  schedule  of  rates  which  will  permit  them  to 
earn  that  amount.  Our  authority  is  limited  to  inquiring  into  the  reasonableness 
of  a  particular  rate  or  rates  and  establishing  that  rate  or  practice  which  is 
found  lawful  in  the  place  of  the  one  condemned  as  unlawful. 

Now,  there  has  been  a  steady  advance  from  that  decision  by  the 
commission ;  they  have  been  considering  scales  of  rates  and  the  ade- 
quacy of  revenues  since  then,  but  it  has  been  a  progress  hampered  by 
this  conception  in  the  minds  of  some — not  a  confident  exercise  of 
power.  Init  an  exercise  of  a  power  which  they  have  construed  to  come 
out  of  the  necessities  of  the  case. 

Now,  we  want  in  the  statute  itself  to  confer  that  power,  so  that  there 
can  be  no  doubt  of  it  in  any  mind  hereafter. 

The  Chairman.  Who  wrote  the  opinion  you  just  quoted,  Mr. 
Thom? 

Mr.  Thom.  I  think.  Judge  Prouty :  did  he  not,  Mr.  Clark  ? 

Commissioner  Clark.  I  think  he  did. 

Senator  CuMarixs.  Was  he  speaking  about  a  single  railroad  or  a 
group  of  38  railroads,  or  something  like  that? 

Mr.  Tno]Nr.  He  was  speaking  of  the  eastern  group. 

Senator  Underwood.  Mr.  Thom,  I  do  not  want  to  interrupt  you, 
but  I  want  to  get  my  mind  straight.  I  know  how  interruptions  inter- 
fere, but  still  I  am  thinking  on  this  question. 

Mr.  Thom.  I  am  glad  to  have  you  do  it,  Senator. 

Senator  Underwood.  I  want  to  know  your  opinion  as  to  whether  the 
conflict  between  the  adequacy  of  rates  to  support  the  system  and  the 
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effort  to  secure  lower  rates  is  due  primarily  to  a  conflict  between 
higher  and  lower  rates,  or  whether  it  is  due  to  an  effort  on  the  part  of 
the  shipper  to  secure  competitive  service  or  competitive  markets  ?  Is 
not  the  real  conflict  that  comes  before  the  commission,  as  these  rates 
develop,  an  effort  on  the  part  of  the  shipper  to  reach  his  markets  ?  It 
is  not  so  much  the  amount  of  the  rate  as  it  is  the  competition  in  the 
various  markets  of  the  country,  is  it  ? 

Mr.  Thom.  Senator,  I  think  it  arises  from  both  causes.  Of  course, 
the  matter  of  equality  of  terms  in  reaching  the  market  is  a  matter  of 
prime  importance,  but  there  is  also  a  great  jealousy  on  the  part  of 
the  public  as  to  the  amount  of  the  rates,  and  that  is  such  a  jealousy 
that  it  is  a  difficult  one  to  withstand,  it  is  so  widespread ;  so  I  do  not 
think  Ave  can  arrive  at  a  correct  conclusion  about  this  matter  if  we 
ignore  either  one  of  the  thoughts  that  you  have  suggested.  I  believe 
they  both  enter  into  the  problem. 

Now,  we  were  asked  also — some  Senator  asked — whether  or  not 
it  was  at  present  the  law^  that  the  expense  of  labor  must  be  reflected 
in  the  rate  ?     Now,  in  that  same  case  this  was  said : 

Railroad  labor,  certainly  organized  railroad  labor,  is  probably  as  well  paid, 
and  some  say  better  paid,  than  labor  of  all  other  kinds,  upon  the  average. 
Railroad  employees  will  hardly  expect  to  receive  wages  which  exceed  those  paid 
to  other  forms  of  labor  for  the  same  grade  of  service,  and  this  commission  cer- 
tainly could  not  permit  the  charging  of  rates  for  the  purpose  of  enabling  rail- 
roads to  pay  their  laborers  extravagant  compensation  as  measured  by  the  gen- 
eral average  compensation  paid  labor  in  this  country  as  a  whole. 

Now,  if  that  means  what  it  apparently  says,  it  means  that  railroad 
wages  are  not  beyond  question  when  rates  are  under  consideration — 
the  level  of  railroad  wages.  It  may  be,  as  a  practical  matter,  that 
they  would  be  excepted,  but  you  will  observe  that  that  is  not  a  con- 
cession by  the  commission,  but  they  hold  the  door  open  to  say  that 
they  will  have  the  power  to  examine  the  scale  of  railroad  wages,  as 
well  as  the  power  to  examine  the  prices  paid  for  supplies,  and  to  say 
whether  or  not  they  are  extravagant. 

Now,  to  get  rid  of  that,  to  make  it  certain  that  railroad  wages  are 
to  be  considered  a  factor  and  are  to  be  accepted  by  the  commission 
in  the  making  of  rates,  we  have  embodied  what  I  have  read  to  you  in 
our  plan. 

Now,  there  is  one  other  feature  of  this  plan,  which  has  several 
branches,  which  I  shall  ask  the  privilege  of  discussing  before  you. 
I  shall  not  go  into  it  more  in  detail  than  to  consider  in  its  various 
branches  this  one  other  point,  and  that  is  this :  What  ought  to  be  the 
extent  of  Federal  authority  over  the  organization  of  these  railroad 
companies,  and  in  the  several  matters  of  the  bearing  of  organization 
on  regulation  of  the  issue  of  securities,  on  the  policy,  wliich  seems  to 
be  gaining  in  public  favor,  of  consolidating  those  railroads,  and  of 
establishing  a  uniform  railroad  system  throughout  the  United 
States?  Now,  we  ask  Federal  incorporation.  Let  me  ask  your  at- 
tention for  the  moment  to  the  need  of  Federal  incorporation  from 
these  various  standpoints: 

We  think,  beyond  doubt,  that  you  have  the  power  to  incorporate 
these  instrumentalities  of  commerce  under  the  Federal  law,  and 
that,  likewise,  you  have  the  power  to  make  your  system  of  incorpora- 
tion compulsory.  I  shall  not  attempt  to  make  the  entire  argument, 
but  I  shall  sketch  it.     Your  power  to  incorporate  has  been  held  by 
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the  Suprenie  Court  of  the  United  States  to  grow  out  of  your  power  to 
regulate  commerce.  If  a  national  system  of  incorporation  is,  there- 
fore, a  proper  exercise  of  the  regulating  power  under  the  commerce 
clause,  then,  undoubtedly,  the  corollary  of  that  is  that  it  can  be  made 
compulsory.  If  you  can  regulate,  you  can  compel  obedience  to 
regulation. 

And  the  Avhole  question  of  whether  or  not  it  can  be  lawfully  made 
compulsory  is  answered  when  you  answer  the  question  of  whether 
or  not  incorporation  is  a  proper  exercise  of  the  power  of  regulation. 
You  meet  your  question  and  you  decide  it  when  you  determine  that 
incorporation  is  a  proper  exercise  of  the  regulating  power.  And  if 
incorporation  be  properly  a  part  of  the  regulating  power,  then  it  can 
be  made  compulsory,  because  "  regulation  "  means  "  compulsion."'  I 
have  no  doubt,  personally,  on  that  subject.  I  know  there  are  emi- 
nent men  who  take  a  different  view,  but  we  feel,  after  long  considera- 
tion of  that  question,  that  there  is  no  possible  constitutional  doubt 
about  the  power.  Now.  I  have  here,  and  perhaps  I  had  better  put 
it  into  the  record,  an  opinion  by  Richard  Olney  on  that  subject.  It 
is  a  wonderfully  clear  and  concise  document.  He  approached  the 
subject  with  doubt  about  the  powder;  he  came  out  of  it  perfectly  clear 
in  his  conviction  as  to  the  existence  of  the  power;  and  he  has  ex- 
pressed it  here  in  a  table  of  numbered  propositions,  which  are  won- 
derfully impressive  in  their  statement. 

Senator  Cummins.  I  may  say  to  Mr.  Thom  that  that  opinion  is 
already  in  the  record. 

Mr.  THO]\r.  In  the  Newlands'  hearings? 

Senator  Cummins.  Yes;  and  that  has  become  a  part  of  this  record. 

Mr.  Thom.  Yes;  it  is  in  the  Newlands  Hearings,  and  those  have 
been  made  a  part  of  this  record. 

The  Chairman.  Then  it  is  not  necessary  to  print  that  again. 

Mr.  Thom.  Now,  why  do  we  find  it  desirable  to  have  compulsory 
incorporation?  As  Senator  Cummins  intimated  to  one  of  the  other 
Senators  a  few  days  ago,  my  own  view  of  the  constitutional  power  of 
Congress  is  that  even  if  these  incorporations  by  the  States  be  pre- 
served, it  is  in  the  power  of  Congress  by  legislation  to  enlarge  the 
poATers  of  a  State  corporation,  if  that  be  a  proper  matter  of  regula- 
tion; but  Me  will  never  have  that  proposition  accepted  without  litiga- 
tion, and  the  question  becomes  a  most  important  one  in  connection 
with  the  question  of  the  regulation  by  Congress  of  the  issue  of  the 
securities  of  these  railroads.  I  think  there  is  perhaps  little  differ- 
ence of  opinion,  if  any,  that  Congress  ought  to  possess  and  to  exer- 
cise the  exclusive  poAver  to  regulate  the  issue  of  securities  by  carriers 
engaged  in  interstate  commerce.  My  impression  is  that  the  Associa- 
tion of  State  Eailroad  Commissions  has  so  advised.  Of  course,  it  is 
unthinkable  that  in  a  matter  of  financing,  which  requires  promptness 
and  capacity  for  action,  there  should  be  simply  superadded  to  the 
power  of  the  States  to  regulate  the  issue  of  these  securities  the  neces- 
sity for  Congress  or  a  Federal  body  also  to  act.  The  object  of  every- 
body is  to  obtain  governmental  supervision  and  regulation,  but  to  do 
it  in  a  way  that  will  not  unnecessarily  impede  or  unduly  hamper 
the  transaction  of  business.  Now,  you  can  not  go  to  a  dozen  different 
bodies  when  you  want  to  issue  your  securities,  and  get  the  authority 
of  all,  without  an  undue  Avaste  of  time.  Nor  can  you  have  an  effec- 
tive regulation  of  these  instrumentalities  b}^  Congress  if  its  authority 
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is  merely  permissive,  and  if  the  whole  financial  proposal  may  be  de- 
stroj^ed  by  the  inaction  or  the  unfavorable  action  of  one  of  the  States. 
It  can  not  be  a  divided  power. 

Now,  suppose  Congress  undertakes,  with  the  corporations  still 
State  corporations,  to  authorize  the  issue  of  such  securities  as  the 
judgment  of  Congress  approves  as  in  the  public  interest,  and  there  is 
the  State  charter,  and  there  is  the  prohibition  of  the  State  law,  or  there 
is  the  condition  of  the  State  hiAV,  which  is  attached  to  the  issue  of 
these  securities,  and  which  is  not  satisfied.  Why,  manifestly,  when 
that  issue  goes  to  the  bankers  for  disposal,  it  will  be  referred  to  their 
lawyers — and  the  lawyer  of  a  banker  takes  no  chances ;  he  undoubtedly 
will  advise  that  that  issue  shall  be  not  accepted  until  the  question  be 
passed  on  by  the  Supreme  Court  of  the  United  States;  and  there  is 
your  litigation,  and  there  is  3'our  delay. 

Now,  we  want  to  get  rid  of  that;  we  want  to  dispose  of  that  possi- 
bility by  having  all  of  these  corporations  made  Federal  corporations, 
where  there  can  be  no  dispute  about  the  power  of  the  Federal  Govern- 
ment to  control  its  own  creature. 

NoAv,  as  to  one  other  matter,  there  is  a  growing  public  opinion,  if 
I  read  it  aright,  in  favor  of  the  consolidation  of  a  number  of  weak 
roads  with  strong  ones,  in  order  to  solve  some  of  the  transportation 
problems.  That  matter  has  been  debated,  it  seems  to  me,  from  the 
standpoint  that  the  Federal  laws  are  all  that  stand  in  the  way  of 
that  consolidation ;  that  the  Sherman  antitrust  law  and  others  are  the 
things  that  stop  it.    They  do  stop  it,  but  they  are  not  all  that  stop  it. 

I  have  here  a  paper  which  I  expected  would  be  introduced  by  Mr, 
Bledsoe,  as  one  of  our  witnesses ;  but  the  rule  of  the  committee  con- 
fines us  to  one  other  besides  myself,  and,  therefore,  he  will  not  be 
able,  at  this  time  at  least,  to  appear ;  and  I  shall  ask  that  this  paper 
on  the  conflict  of  State  laws  be  incorporated  as  a  part  of  my  re- 
marks— his  paper.  It  may  be  found  of  value  to  the  committee.  Now, 
if  I  may  have  five  minutes  more,  I  think  I  will  relieve  you  gentlemen. 

Senator  Cummins.  There  Avill  be  several  questions,  I  take  it. 

Senator  Watson.  I  think  we  ought  to  adjourn  now. 

The  Chairman.  The  committee  will  stand  adjourned  now  until 
ISIonday;  and  I  hope  the  witnesses,  or  those  who  desire  to  ap]oear, 
will  see  the  necessity  of  getting  their  statements  and  their  arguments 
(down  to  as  concise  form  as  is  possible.  We  want  to  hear  the  different 
angles  of  this  proposition,  and  in  order  to  do  that  we  must  get  them 
boiled  down  as  much  as  possible.  The  committee  will  stand  adjourned 
now  until  10  o'clock  Monday  morning. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
Monday,  January  20, 1919,  at  10  o'clock  a.  m.) 
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MONDAY,  JANUARY  20,  1919. 

Committee  on  Interstate  Commerce, 

United  States  Senate, 

Washington,  D.  0. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m.. 
Senator  Ellison  D.  Smith,  presiding. 

The  Chairman.  The  conmiittee  will  come  to  order.  Mr.  Thorn, 
you  may  proceed  with  your  argument. 

STATEMENT  OF  MR.  ALFRED  P.  THOM— Resumed. 

Mr.  Thom.  Mr.  Chairman,  I  am  very  near  the  end  of  what  I  shall 
say  to  the  committee  in  my  opening  statement.  On  Friday  I  was 
speaking  of  the  suggestion  of  national  incorporation,  compulsory  in 
character,  and  had  spoken  of  the  desirability  of  it  from  the  stand- 
point of  dealing  with  securities.  I  also  had  gotten  to  the  point  of 
suggesting  that  it  would  be  found  that  that,  or  something  similar, 
would  be  necessary  from  the  standpoint  of  dealing  with  the  question 
of  consolidations.  The  mind  of  the  public  and  of  Congress  seems  to 
be  tending  in  the  direction  of  the  desirability  of  having  a  few  sys- 
tems of  railway,  rather  than  a  great  number  divided  up  into  some 
weak  and  some  strong  systems,  and  that  perhaps  the  question  of  the 
Aveak  and  the  strong  roads  can  be  dealt  with  in  some  way  through  a 
process  of  consolidation.  The  impression  seems  also  to  have  existed 
that  the  only  thing  in  the  way  of  that  is  the  Federal  antitrust  laws, 
and  that  if  we  got  rid  of  the  Sherman  antitrust  law,  and  similar 
laws,  the  way  would  be  open  for  these  consolidations. 

I  desire  to  call  5'our  attention  to  the  fact  that  that  is  not  the  case; 
that  if  you  were  to  Avipe  off  the  Federal  statute  books  the  Sherman 
Act  and  all  other  acts  of  a  similar  nature,  you  Avould  still  find  it  impos- 
sible to  make  the  consolidations  which  you  may  find  that  you  want  to 
make;  and  that  is  because  of  the  legislation  of  the  various  States. 
There  are  over  30  States  which  forbid  the  consolidation  of  parallel  or 
competing  lines.  Those  States  are  Arizona,  Arkansas,  California, 
Colorado,  Georgia,  Idaho,  Illinois,  Indiana.  Iowa  with  certain  qualifi- 
cations, Kentucky,  Louisiana,  Michigan,  Minnesota,  Missouri,  Missis- 
sippi. Montana,  Nebraska,  ISIassachuetts  if  both  lines  enter  Boston, 
North  Dakota,  North  Carolina,  Ohio  as  to  consolidated  corporations, 
Oklahoma,  Oregon.  Pennsylvania,  South  Dakota,  South  Carolina, 
Tennessee,  Texas,  Utah,  Virginia,  Wisconsin,  West  Virginia,  and 
Washino-ton. 
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Senator  Pomerene.  From  what  are  you  reading,  may  I  ask? 

Mr.  Thom.  I  am  reading  from  the  statement  which  I  asked  to  file 
as  a  part  of  my  testimony,  prepared  by  Mr.  Bledsoe,  on  the  subject  of 
Conflict  of  State  Laws,  and  I  am  going  to  put  it  into  this  record. 

Senator  Pomerene.  I  was  not  able  to  be  here  on  Friday,  because  of 
another  committee  hearing,  and  you  may  have  covered  what  I  am 
about  to  ask  you ;  but  I  gather  that  it  is  your  thought,  from  what  you 
have  said  this  morning,  that  there  ought  to  be  some  affirmative  legis- 
lation directing  and  authorizing  these  consolidations,  notwithstand- 
ing the  State  statutes  ? 

Mr.  Thom.  My  thought  is  that  you  ought  to  make  a  Federal  incor- 
poration of  all  instrumentalities  of  commerce  that  engage  in  inter- 
state commerce,  and  then  authorize  the  consolidation  of  your  own 
chartered  companies. 

Now,  in  addition  to  what  I  have  said  as  to  absolute  prohibition, 
there  are  a  number  of  the  States  where  in  order  to  have  a  consolidation 
which  is  permissible  you  must  obtain  the  approval  of  the  State  author- 
ities. I  will  not  go  into  the  detail  of  that.  It  is  all  here  in  the  paper 
which  I  shall  file ;  but  I  am  calling  your  attention  to  it  now  merely  to 
show  that  if  you  desire  to  pursue  a  policy  of  incorporation  you  can  not 
stop  short  by  simply  abolishing  the  Federal  statutes  which  prevent  it ; 
you  have  got  to  go  further. 

Now,  there  is  one  other  thing  that  is  necessary  in  that  same  con- 
nection. 

Senator  Pomerene.  Let  me  ask  you  this  question,  in  that  connec- 
tion, to  get  your  view :  I  have  not  matured  my  own  thought  about  it. 
You  speak  of  certain  States  which  forbid  consolidation  of  parallel 
lines? 

Mr.  Thom.  Parallel  or  competing  lines. 

Senator  Pomerene.  Parallel  or  competing  lines. 

Mr.  Thom.  Yes. 

Senator  Pomerene.  Well,  assume  for  the  sake  of  the  argument  that 
we  were  to  authorize  national  incorporation  for  the  purpose  of  taking 
over  these  roads;  what  would  be  the  effect,  legally  speaking  now,  with 
reference  to  those  parallel  and  competing  lines? 

Mr.  Thom.  Of  the  State  prohibition? 

Senator  Pomerene.  Yes.  Could  these  local  companies  evade  the 
provisions  of  the  State  laws  by  transferring  their  properties  to  the 
national  incorporation? 

Mr.  Thom.  Undoubtedly.  If  you  incorporate  a  railroad  the  Na- 
tional Government  can  control  it  in  respect  to  its  consolidations  or 
anything  else,  irrespective  of  State  laws,  for  the  reason  that  you  would 
be  doing  that  as  part  of  your  power  to  regulate  commerce ;  and  your 
authority  over  the  regulation  of  commerce  is  supreme. 

Senator  Pomerene.  I  have  not  any  doubt,  under  some  recent  hold- 
ings of  the  Supreme  Court,  that  you  could ;  that,  technically,  we  have 
the  authority  to  make  practically  every  intrastate  road  an  interstate 
road. 

Mr.  Thom.  I  do  not  think  there  is  any  doubt  about  it.  Now,  I  want 
to  call  your  attention  also  to  this  fact :  That  I  have  not  read  the  names 
of  the  entire  48  States,  but  only  the  names  of  States  exceeding  30  in 
number — probably  33 — that  if  you  will  examine  the  geographical  sit- 
uation of  those  33  States  you  will  find  that  their  laws  against  consoli- 
dations will  practically  forbid  you  from  making  any  consolidations 
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at  all,  because  all  the  roads  you  will  want  to  deal  with  will  be  found  to 
lie  in  one  or  other  of  those  States,  as  to  a  part  of  them. 

Senator  Kellogg.  I  thought  you  just  suggested  that  you  thought 
Congress  could  authorize  it? 

Mr.  Thom.  I  stated,  in  reply  to  Senator  Pomerene,  that  if  the 
Xational  Government  proceeded  through  the  method  of  national 
incorporation  they  could  authorize  it.  I  state  further,  that  I  think 
that  the  power  exists  for  the  National  Government  to  regulate  it 
even  as  to  State  charters;  but  that  will  not  be  done — can  not  be 
accomplished  without  serious  litigation;  whereas  there  would  be  no 
litigation  if  you  proceed  through  the  method  of  national  incorpora- 
tion. Mr.  Bledsoe  calls  my  attention  to  the  fact  that  nearly  every 
State  has  antitrust  laws  patterned  after  the  Sherman  law,  so  that 
you  can  not  even  have  joint  offices,  etc. — that  is,  as  to  some  of  them. 

Now,  there  is  another  feature  that  I  wish  to  advert  to  briefly,  and 
that  is  that  if  the  National  Government  shall  conceive  that  the 
time  has  now  come  when  there  ought  to  be  economy  in  the  matter 
of  expenditures  for  transportation  in  the  matter  of  creating  new 
systems  of  transportation,  and  should  enter  upon  the  policy  of  re- 
quiring a  certificate  of  convenience  and  necessity  from  some  public 
official,  you  will  there  find  the  policies  of  the  State  also  menacing 
your  policy;  and  I  believe  when  you  read  this  pamphlet  you  will 
find  out  that  if  you  are  to  have  a  national  policy,  if  that  is  your 
purpose,  if  you  think  that  is  necessary  in  the  public  interest,  your 
pathway  w^ill  be  crossed  at  every  step  by  the  antagonistic  theories 
of  State  control,  and  that  if  you  are  going  to  have  a  harmonious 
system  you  have  got  to  have  a  system  in  which  the  Nation  shall 
take  charge  of  the  whole  situation. 

Now,  one  other  thing  and  I  shall  have  finished  my  statement  in 
chief. 

Senator  Watson.  Suppose  you  have  a  national  incorporation  act. 
How  can  you  overcome  the  power  and  effect  of  a  State  statute 
unless  by  definitions  you  make  all  commerce  "interstate  commerce?" 
That  is  to  say,  if  any  traffic  is  hauled  in  a  car  with  interstate  com- 
merce, or  if  it  is  hauled  in  any  train  engaged  in  interstate  commerce, 
or  carrying  interstate  traffic,  how  are  you  going  to  overcome,  except 
by  definition  of  "  interstate  commerce  "  the  power  of  the  State  law  ? 

Mr.  Thom.  Senator,  I  think  there  is  no  difficulty  about  that  with- 
out the  definition  to  which  you  allude. 

Senator  Watsox.  I  confess  that  the  one  great  question  that  dis- 
turbs me  more  than  any  other  thing  in  connection  with  this  legis- 
lation, is  the  problem  of  the  State  commissions  and  the  force  of  the 
State  laws. 

Mr.  Thom.  It  is  settled  by  the  decisions  of  the  Supreme  Court  of 
the  United  States  that  the  jurisdiction  of  Congress  can  be  made  co- 
extensive with  the  instrument  of  interstate  commerce  without  ref- 
erence to  the  business  that  it  does — coextensive  with  the  instrument. 
You  can,  for  example,  by  your  laws,  control  what  shall  be  done  in 
respect  to  safety  on  a  train  moving  on  an  interstate  road  in  strictly 
intrastate  business. 

Senator  Watson.  That  is  done  by  express  statutes? 

Mr.  Thom.  Well,  that  is  what  I  am  saying.  I  am  saying  that 
Congress  has  the  power.  We  are  talking  now  of  the  adoption  of  a 
statute. 
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Senator  Watson,  Yes. 

Mr.  Thom.  Congress  has  the  power  to  take  the  entire  instrument 
of  interstate  connnerce  under  its  power  to  reguhite  connnerce — to 
take  the  entire  instrument,  and  to  govern  it  in  all  its  aspects,  whether 
those  aspects  be  related  simply  to  interstate  traffic  or  to  State  traffic. 

Senator  Cummins.  I  have  asked  you  once  or  twice  a  question  on 
that  point — possibly  privately ;  I  do  not  know  whether  I  have  asked 
you  publicly  or  not ;  would  it  interrupt  you  if  I  should  propound  a 
question  now? 

Mr.  Thom.  Not  at  all,  Senator, 

Senator  Cummins.  I  think  your  reasoning  is  absolutely  conclusive 
and  perfect,  so  far  as  the  control  of  the  Federal  Government  over 
the  instrumentality  that  it  creates  for  the  purpose  of  carrying  on 
business  is  concerned;  but  suppose  the  State  says  that  this  instru- 
mentality which  we  have  created  for  the  purpose  of  doing  interstate 
business,  shall  not  be  permitted  to  do  intrastate  business;  how  are 
you  going  to  get  rid,  then,  of  that  undoubted  power  on  the  part  of 
the  State? 

Mr,  Thom,  Senator,  you  have  asked  me  that  question  several 
times,  and  you  will  remember  Mr.  Koosevelt's  reply  to  a  visitor, 
when,  after  stating  his  case,  he  said : 

Yes,  sir;  I  have  been  thinking  a  great  deal  of  tliis  matter  of  yours.  In 
fact,  I  have  been  thinking  of  nothing  else  since  yon  came  into  the  room. 

Well,  while  I  have  not  given  your  question  the  absolutely  thorough 
examination  to  which  its  importance  entitles  it.  I  have  given  it 
enough  attention  to  arrive  at  a  conclusion  entirely  satisfactory  to 
my  own  mind.  I  think  that  Congress  has  the  power  to  incorporate  or 
to  charter  a  common  carrier  in  interstate  commerce ;  rather,  I  will  put 
it  this  way :  That  under  its  power  to  regulate  interstate  commerce, 
Congress  has  the  power  to  charter  a  common  carrier.  It  has  done 
so  many  times ;  it  has  done  so  in  the  Texas-Pacific  case ;  it  has  done 
so  in  the  Union  Pacific  case. 

Senator  Kellogg.  And  the  Supreme  Court  has  held  it  has  a  right 
to  do  it? 

Mr.  Thom.  Yes;  and  it  has  a  right  to  do  it.  Now,  having  char- 
tered such  a  company,  manifestly  that  company  can  enter  any  State, 
and  there  is  no  way  of  stopping  that. 

Senator  Cummins.  That  is  clear. 

Mr,  Thom.  When  it  gets  into  the  State,  your  question  arises:  How 
far  can  a  State  treat  that  company  differently  in  respect  to  doing 
business  for  which  it  was  chartered,  from  the  way  it  treats  a  com- 
pany chartered  by  itself?  Now.  you  will  find  that  question  most 
interestingly  discussed  by  Chief  Justice  White,  then  Mr,  Justice 
White,  in  the  case  of  The  Pullman  Company  v.  Kansas  in  216  United 
States  Eeports, 

Senator  Cummins,  But  there  is  one  element  that  was  not  treated 
in  that  case,  and  which  I  think  you  have  overlooked  in  your  state- 
ment just  now  made:  The  Federal  Government  can  not  charter  a 
company  to  do  an  intrastate  business  alone:  that  is  not  within  its 
power  of  regulating  connnerce  among  the  States,  Now,  it  charters 
its  company  for  the  purpose  of  doing  an  interstate  business 

Mr.  Thom  (interposing).  No. 
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Senator  Cummins  (continuing).  And  it  may,  of  course,  with  the 
consent  of  the  State,  do  an  intrastate  business  as  well ;  but  my  ques- 
tion is  if  the  State  objects— and  I  do  not  think  any  State  would—but 
then  if  it  should  object  to  a  Federal  instrumentality  doing  business 
that  is  not  Avithin  the  scope  of  the  Federal  Constitution,  how  are  you 
going  to  get  away  from  it? 

Mr.  Thom.  Senator,  I  had  not  quite  finished  when  you  asked  this 
last  question.  Mv  premise  was  that,  as  held  by  the  Supreme  Court, 
and  as  often  doneby  Congress  under  the  power  to  regulate  commerce, 
Congress  can  charter  a  company  to  do  a  common  carrier  business. 
That  includes  both  interstate  and  intrastate.  Now,  you  get  into  the 
State  by  a  power  which  the  State  can  not  control ;  you  get  there  with 
power  from  the  National  Government  to  do  an  interstate  and  intra- 
state business,  or,  in  other  words,  an  entire  common  carrier  business. 
Now,  the  fourteenth  amendment  then  steps  in  and  prevents  the  State 
from  denying  to  that  company  the  equal  protection  of  the  law — a 
limitation  not  on  the  National  Government  in  respect  to  the  States; 
but  the  fourteenth  amendment  steps  in  and  says  that  the  State  shall 
not  deny  to  any  person  chartered  by  another  State  or  chartered  by 
the  Federal  Government  the  equal  protection  of  the  laws  within  its 
borders ;  and  it  would  be  a  denial  of  the  equal  protection  of  the  laws 
to  say  to  that  company  "you  can  not  do  the  same  kind  of  business 
that  a  company  chartered  "by  the  State  can  do."  That  has  been  car- 
ried so  far  that  a  State  can  not  tax  the  corporation  of  another  State 
at  a  higher  rate  for  doing  intrastate  business  in  that  State  than  it 
does  its  own  corporations  which  are  doing  an  intrastate  business. 
The  equal  protection  of  the  law  extends  to  the  protection  of  that  com- 
pany in  doing  business  on  an  equality  or  plane  with  any  corporation 
of  the  State  itself. 

Now,  Chief  Justice  White  says,  in  this  opinion  that  I  alluded  to, 
that  the  doctrine  is  this:  that  while  a  State,  if  it  may  forbid  a  cor- 
poration from  entering  its  borders,  may  do  so  for  a  bad  reason,  as 
well  as  a  good  reason;  it  may  do  so  without  any  reason  at  all;  but 
lie  says  that  Avhen  you  once  get  the  authority  of  law  for  the  company 
to  enter  the  territory  of  the  State  and  do  business,  then  it  is  impos- 
sible for  the  State  to  limit  it  by  taxation,  or  in  any  other  way ;  and 
he  especially  mentions  that  it  can  not  forbid  that  corporation  to  do  an 
intrastate  business  in  the  State.  Now,  I  believe  that  to  be  a  sound 
doctrine,  and  I  think  that  is  what  the  fourteenth  amendment  means. 

Senator  Cum^iins.  But  then  it  does  not  convince  me,  although  I 
do  not  quarrel  about  the  latter  part  of  your  conception  of  the  four- 
teenth amendment ;  but  your  reasoning,  carried  to  its  legitimate  end, 
would  mean  that  because  the  Federal  Government  can  organize  a  cor- 
poration under  its  power  to  regulate  interstate  commerce,  it  can  also, 
in  connection  with  that,  give  the  company  the  power  to  run  a  dry 
goods  store  in  any  one  of  the  States,  because  a  right  to  regulate  a 
dry  goods  store  is  just  as  clear  as  a  right  to  regulate  intrastate 
commerce  ? 

Mr.  Thom.  You  would  have  there  to  solve  the  question  as  to 
whether  or  not  it  was  as  pertinent  to  the  transportation  service  to 
enter  the  dry  goods  business  as  it  is  to  enter  into  the  region  of  com- 
merce within  the  State.    I  think  you  will  find,  throughout  the  deci- 
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sions  of  the  Supreme  Court,  that  a  ricrht  to  do  an  intrastate  business 
is  a  concomitant  of  and  naturally  falls  within  the  same  class  as 
interstate  commerce,  and  that  you  would  burden  your  instrument  of 
interstate  commerce,  you  would  cripple  it  if  you  permitted  such  a 
power  to  the  State  beyond  the  power  of  the  effective  exercise  of  your 
interstate  power  if  you  did  not  have  the  power  of  letting  it  enter  the 
whole  field  of  commerce ;  and  we  have  got  the  fourteenth  amendment 
to  create  the  difference  between  the  State  and  the  National  Govern- 
ment in  that  respect;  and  when  the  instrument  of  interstate  commerce 
gets  into  the  State,  by  virtue  of  your  power  to  regulate  commerce, 
with  its  concomitant,  which  it  is  competent  for  you  to  put  upon  it, 
to  do  a  common  carrier  business,  to  keep  from  unduly  burdening 
interstate  commerce,  then  the  question  arises  whether  there  is  any 
power  in  that  State  to  deny  the  equal  protection  of  the  law  to  that 
instrumentality  in  favor  of  one  of  its  own  creation  in  respect  to  intra- 
state business. 

Senator  Cummins.  The  question  has  never  arisen,  because  no  State 
has  ever  forbidden  or  attempted  to  forbid  any  Federal  instrumentality 
in  the  waj-  of  a  common  carrier  from  doing  intrastate  business;  but  to 
me  it  is  a  very  interesting  question. 

Mr.  Tho:m.  If  you  have  not  read  that  opinion  of  Justice  "White,  I 
think  you  will  find  it  very  interesting. 

Senator  Cummins.  But  that  has  only  to  do  with  the  terms  upon 
which  a  foreign  corporation — foreign  to  the  State — can  come  in 
and  do  business  in  that  State? 

Mr.  Thoim.  No  ;  he  discusses  the  Avhole  question  of  the  power  of  the 
State  to  prevent  the  doing  of  an  intrastate  business  by  a  corporation 
that  comes  lawfully  into  the  State.  I  do  not  mean  to  say  he  discusses 
it  in  a  way  that  makes  that  the  deciding  point  in  the  case,  but  in 
order  to  arrive  at  his  conclusion  and  to  justify  his  concurrence  with 
the  court  he  discusses  the  whole  subject. 

Senator  Cummins.  Then  the  sum  of  your  argument  is  that  because 
we  have  the  right  to  create  a  common-carrier  corporation  for  the 
purpose  of  regulating  interstate  commerce,  we  have  the  right  to  clothe 
that  corporation  with  authority  to  do  an  intrastate  business:  that  is, 
to  regulate  a  business  Avhich  is  not  within  our  constitutional  power? 

Mr.  Thom.  Not  to  entirely  regulate  it,  but  you  have  a  right  to  let 
that  company  do  the  business.  The  State  may  also  charter  another 
company  to  do  a  strictly  intrastate  business,  if  it  wants  to. 

Senator  Cummins.  You  have  no  doubt  about  the  right  of  the  Fed- 
eral Government  to  forbid  a  State  corporation  doing  an  interstate 
business  ? 

Mr.  Thom.  None  at  all ;  but  it  has  no  right  to  forbid  a  State  cor- 
poration from  doing  an  intrastate  l)usiness. 

Senator  Cummins.  The  Federal  Government  can  forbid  a  State 
corporation  doing  an  interstate  business,  but  a  State  government  can 
not  forbid  a  Federal  corporation  from  doing  a  State  business? 

Mr.  Thom.  I  do  not  think  it  can. 

Senator  Cummins.  It  seems  to  me  those  two  things  are  a  little  in- 
consistent. 

Mr.  Thom.  I  think  the  more  you  look  at  it  the  firmer  you  arrive 
at  the  conclusion  that  it  will  be  utterly  impossible  for  it  to  do  it. 
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Senator  Pomerene.  Senator,  do  you  mean  by  your  last  question  to 
limit  it  to  corporations  doing  a  common-carrier  business  or  to  all 
corporations  ? 

Senator  Cummins.  I  mean  to  limit  it  to  common  carriers;  that  is, 
to  any  regulation  of  interstate  commerce.  It  lias  bothered  me,  and 
it  is  very  material  in  all  our  regulation  of  interstate  connnerce,  as 
to  -whether  if  we  wanted  to  regulate  interstate  commerce  by  creating 
a  corporation  for,  say,  conducting  a  coal  mine — which  I  think  is 
within  our  power — we  could  give  that  corporation  the  power  to  con- 
duct a  purely  local  business  or  intrastate  business  without  the  consent 
of  the  State. 

Senator  Kellogg.  I  do  not  know  that  a  legal  discussion  will  do  us 
any  good,  but  in  that  Pullman  case  and  in  the  Western  Union  case 
the  question  involved  was  whether  a  statute  of  the  State  of  Kansas, 
which  required  each  of  those  companies  to  take  out  a  license  before  it 
should  be  permitted  to  do  a  purely  intrastate  business  in  the  State  of 
Kansas,  and  to  pay  a  certain  tax  for  that  license,  was  valid.  The 
Supreme  Court  held  that  it  could  not  be  required  to  do  it ;  that  the 
State  had  no  power  to  prohibit  the  corporation  from  doing  an  intra- 
state business  with  its  interstate  business,  or  to  require  that,  as  a  con- 
dition of  its  taking  out  a  license,  it  should  pay  a  tax  on  its  capital. 

Mr.  Thom.  And  on  the  same  terms  on  which  a  State  corporation 
might  do  it. 

Senator  Kellogg.  The  difference,  I  think,  is  this:  That  under  the 
Constitution,  which  is  the  supreme  law  of  the  land  over  interstate 
commerce,  where  it  conflicts  with  the  State  law  the  Federal  law  is 
supreme. 

Mr.  Thom.  I  want  to  say  this,  merely  in  conclusion,  on  that  sub- 
ject: That  the  Congress  of  the  United  States  in  assuming  to  use  an 
instrument  of  interstate  commerce  is  not  to  be  burdened  by  the  con- 
dition that  if  it  does  an  interstate  business  it  must  do  it  under  such 
disadvantages  that  it  will  stand  on  a  different  plane  from  any  other 
common  carrier.  That,  as  Chief  Justice  White  points  out.  would  be 
a  burden  on  interstate  commerce,  direct  in  its  nature  and  prohibited 
by  the  fourteenth  amendment. 

Senator  Kellogg.  Going  bat-k  of  that  case  a  long  way.  Chief  Jus- 
tice Marshall,  in  the  Bank  case,  held  that  Congress  might  create  a 
bank  not  only  to  perform  governmental  functions,  but  to  do  a  pri- 
vate business,  which  had  nothing  to  do  with  governmental  functions, 
except  that  it  was  profitable  and  made  the  bank  a  greater  success. 

jNIr.  Thom.  I  had  in  mind  to  say.  Senator,  that  under  a  power 
in  the  National  Constitution  very  much  less  distinct  than  the  com- 
merce power — because  I  have  never  found  any  man  yet  exactly  able 
to  tell  me  where  the  power  of  Congress  lies — in  what  specific  pro- 
vision of  the  United  States  Constitution,  except  the  power  to  coin 
and  issue  money,  etc. — to  justify  the  creation  of  a  bank,  and  yet 
under  that  indefinite  power  we  have  national  banks  all  over  this 
country,  doing  a  strictly  local  business — the  business  of  a  private 
firm. 

Now,  there  is  one  other  subject  merely  that  I  want  to  mention,  and 
then  I  will  be  at  your  disposal  for  cross-examination.  We  have  pre- 
sented in  our  plan  a  proposal  as  to  the  way  to  deal  with  the  labor 
question. 
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Senator  Kellogg.  To  deal  Avith  what? 

Mr.  Thom.  With  the  hibor  question.  Everybody  realizes  that  is 
a  most  difficult  subject.  There  are  many  ways  in  which  it  may  be 
done.  The  thing  ultimately  to  be  accomplished  is  that  interstate 
commerce  may  move  Avithout  interruption  from  any  cause  that  the 
Government  can  control.  We  feel  that  the  capital  invested  in  inter- 
state commerce  ought  not  to  have  the  power  to  interrupt  it;  we  feel 
that  the  labor  employed  ought  not  to  have  the  power  to  interrupt 
it;  but  as  to  the  method,  whether  that  embraced  in  our  suggestion, 
or  some  other,  shall  be  adopted,  we  are  entirely  open  minded  about  it. 
It  mav  be  that  some  better  method  can  be  devised  by  which  the  inter- 
ests of  all  the  parties  may  be  more  equitably  and  properly  protected. 
This  method  has  appealed  to  us  as  probably  as  unobjectionable  as 
any  other;  but  we  are  entirely  open  minded  on  that  subject,  and  will 
not  be  found  insistent  on  any  particular  method.  That  is  all  that  I 
ask  to  sa}'  in  my  examination  in  chief. 

Senator  Townsend.  Will  you  repeat  briefly  what  your  method  is? 
I  was  not  here  all  the  time. 

Mr.  Thom.  Our  method  is  to  have  a  board  created,  on  which  the 
public,  labor,  and  the  employers  shall  be  equally  represented,  and 
that  that  board  shall  be  charged  with  responsibility,  in  case  of  a 
labor  conflict,  either  as  to  the  scale  of  Avages  or  as  to  Avorking  condi- 
tions, to  make  an  examination  into  the  whole  subject,  and  rej^ort  on 
it;  and  until  a  reasonable  time  after  the  report,  there  shall  be  no 
interruption  either  by  the  employer  or  the  employee  of  the  public 
service. 

Senator  Toavnsend,  Who  is  to  make  the  final  decision? 

Mr.  Thom.  There  is  no  final  decision;  just  a  question  of  publicity. 

Senator  Kellogg.  I  was  not  here  during  tAvo  days  of  your  state- 
ment, so  I  Avill  have  to  read  it  all  before  I  can  ask  you  any  questions 
in  relation  to  it.  When  I  do  so.  I  may  Avish  to  ask  you  a  fcAv  ques- 
tions, if  the  conmiittee  Avill  permit;  but  at  this  time  I  Avould  like  you 
to  state  what  this  surplus  that  you  Avere  talking  about — increase  of 
surplus  of  the  railroads — is  invested  in.  and  Avhether  it  is  cash,  or 
Avhether  it  is  property?  Please  explain  that.  I  asked  you  that  ques- 
tion at  the  time,  but  you  did  not  ansAver  it,  as  I  understood  you. 

Mr.  Thom.  The  Avord  ''sur])lus*'  is  an  unfortunate  bookkeeping- 
term,  in  that  connection.  It  ought  to  be  regarded  as  simply  the  ex- 
cess of  assets  over  liabilities.  What  the  bookkeeper  does  is  to  enter 
on  one  side  the  assets  of  the  company,  and  on  the  other  side  the  lia- 
bilities of  the  company ;  and  then  he  subtracts  the  liabilities  from  the 
assets,  and  the  excess  is  put  doAvn  as  '"  surplus."  It  might  be  a  situa- 
tion like  this  might  arise,  in  order  to  make  it  simple;  there  might  be 
one  entry,  on  the  assets  side,  of  "  investment  in  road  and  equipuient." 
There  might  be  tAvo  entries  on  the  liability  side.  "  capital  stork ''  and 
"  indebtedness."  If  the  "  investment  in  road  and  equipment "  is 
greater  than  the  sum  of  the  other  two,  there  Avould  be  a  "  surplus,"  be- 
cause there  Avould  be  an  excess  of  the  assets  OA'er  the  liabilities.  Noav, 
the  fact  that  there  is  this  excess  is  no  indication  Avhatever  of  hoAv  it  is 
invested.    It  is  always  invested,  and  generally  in  road  and  equipment. 

Senator  McLean.  It  does  not  represent  cash  ? 

Mr.  TiiOM.  It  does  not  represent  casli  at  all.  It  might  represent 
casli  if  you  haj^pened  to  have  it.  but  the  road  does  not  have  it.  There 
is  hardly  any  cash  in  the  treasury,  beyond  the  mere  Avorking  capital. 
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but  tliat  excess  will  be  found  in  one  item  or  the  other  on  the  assets 
side,  tind  it  is  not,  of  course,  possible,  Avithout  going  into  the  particu- 
lar transaction,  to  find  out  \Yhich  one  of  those  items  it  is  under ;  but 
it  is  not  anything  more  than  the  excess  of  the  assets  over  the  liabili- 
ties, and  it  is  always  in  some  sort  of  asset  besides  money,  except  to  a 
very  small  extent — some  working  capital. 

Senator  Kellogg.  Now,  a  few  other  ci[uestions,  and  one  of  them  is 
this:  You  advocate  Federal  incorporation  and  permission  to  make 
some  consolidations.  Would  yon  permit  all  competing  systems  of  the 
country  to  consolidate? 

^h\  TuoM.  I  would  not.  I  would  have  that  regulated  in  a  very 
intelligent  way,  and  in  a  way  consistent  with  a  comprehensive  policy, 
by  public  authority. 

Senator  PoiiEREXE.  May  I  suggest  something  there,  Senator? 

Senator  Kj:llogg.  Certainly. 

Senator  Pomerexe.  And  your  thought,  I  take  it,  is  that  this  con- 
solidation should  be  subject  to  the  continuing  jurisdiction  and  con- 
trol of  this  public  body? 

Mr.  Thom.  I  do  not  know  that  I  catch  your  idea. 

Senator  Poisiekexe.  Well,  for  instance,  suppose  a  consolidation  is 
authorized  upon  certain  terms  and  conditions.  Now,  later  on  the  con- 
trolling body  concludes  that  those  terms  and  conditions  ought  to  be 
modified,  or  that  their  former  order  was  unwise ;  should  they  not  have 
the  power  to  modify  that? 

Mv.  TiiOM.  I  had  not  given  consideration  to  that.  Senator,  but  it 
strikes  me  that  there  are  some  serious  objections  to  that.  As  soon 
as  you  have  authorized  one  company  to  purchase  the  property  of 
another,  and  to  consolidate  with  it,  of  course  there  are  certain  prop- 
erty rights  that  have  thereby  become  crystallized.  I  think  that  a 
great  many  companies  would  hesitate,  if  the  terms  on  which  they 
could  do  that  might  be  changed  after  the  thing  was  done;  but  the 
control  or  the  regulation  of  the  consolidated  body  would  continue 
in  the  national  authority. 

Senator  Pomekene.  I  know,  but  you  are  looking  at  it  now  wholly 
from  the  standpoint  of  the  railroad.  Commercial  conditions  and 
traffic  conditions  are  constantly  changing;  and  having  that  thought 
in  mind,  why  should  not  this  controlling  body  have  some  continuing 
authority,  because  any  man.  no  matter  how  wise  he  may  be,  might 
make  an  order,  just  as  Congress  may  pass  a  law,  which  represents  his 
best  views  on  that  subject,  but  later  experience  may  indicate  that  a 
mistake  has  been  made?  Now,  in  the  interest  of  the  public  why 
should  they  not  continue  to  have  control  ?  I  am  assuming,  of  course, 
that  any  change  that  wall  be  made  will  be  for  good  and  sufficient 
reason. 

Mr.  Thom.  I  suppose  you  also  assume  that  any  change  that  was 
made  would  be  subject  to  the  fifth  amendment? 

Senator  Pomerexe.  Oh,  yes:  surely. 

Mr.  Thom.  That  it  could  not  be  made  without  properly  protecting 
the  property  interests  involved? 

Senator  Pomerene.  Undoubtedly  so. 

Mr.  Thom.  If  the  property  interests,  i^ivolved  are  properly  taken 
care  of,  I  see  no  reason  why  that  should  not  be  done. 

Senator  Pomerene.  Congress  would  have  to  do  that,  whether  they 
desired  to  or  not. 


526         EXTENSION   OF   GOVERNMENT  CONTROL  OF   RAILROADS. 

Mr.  TiioM.  Congress  would  have  to  do  what — protect  the  property 
interests  involved  'i 

Senator  Pomerene.  Yes. 

Mr.  Thom.  Yes ;  unless  it  arose  out  of  the  acceptance  of  a  charter 
provision. 

The  Chairman.  You  said  you  would  have  this  consolidation  under 
a  public  body.  Do  you  mean  that  it  would  be  left  optional  with  the 
roads  as  to  whether  they  should  be  consolidated;  that  is,  that  the 
public  power  should  be  exercised  only  to  the  extent  of  permitting 
them  to  consolidate  and  not  of  compelling  them? 

Mr.  Thom.  That  is  as  far  as  we  have  yet  gone  in  our  proposal. 
I  know  that  some  men  Avho  have  given  this  matter  great  considera- 
tion think  that  there  ought  to  be  a  compulsory  powder.  We  have  not 
gone  that  far  as  yet.  Our  proposal  is,  as  you  suggest,  that  it  shall 
be  permissive  and  not  compulsory. 

The  Chairman.  The  question  of  Senator  Pomerene  would  indicate 
that  the  power  to  retain  would  come  after  you  had  exercised  the 
right,  under  your  permissive  plan,  to  consolidate  under  certain  rules 
and  regulations  laid  down  by  this  governing  body,  and  then,  accord- 
ing to  your  contention,  they  would  be  allowed  to  dissolve  at  their 
instance,  but  not  at  the  instance  of  the  poAver  that  laid  down  the 
regulation.  It  seems  to  me,  under  those  conditions,  your  governing 
body  would  have  no  power  at  all  except  to  permit  what,  perhaps, 
under  the  Federal  incorporation  you  would  have  anyhow. 

Mr,  Thom.  Well.  I  assume  that  whatever  is  done  in  respect  to  con- 
solidation of  parallel  or  competing  lines  would  have  to  be  done 
subject  to  governmental  approval.  Now.  whether  it  should  go  fur- 
ther and  say  that  the  Government  should  have  a  right  to  compel  it 
is  another  question,  and  we  have  not  advanced  that  far  in  our 
consideration  of  this  question. 

The  Chairman.  Would  you  go  so  far  as  to  say  that  once  you  had 
consolidated  by  governmental  approval  you  could  dissolve  that  com- 
bination without  Government  approval? 

Mr.  Thom.  Oh,  no. 

The  Chairman.  Once  it  is  made  by  governmental  approval,  it 
must  stand  until  the  power  that  approved  it  approves  the  dissolution? 

Mr.  Thom.  Yes ;  and  then  that  power  must  be  exercised  under  the 
limitation  of  the  fifth  amendment. 

The  Chairman.  You  would  not  go  so  far,  then,  as  Senator  Pom- 
erene suggests,  that  the  governing  power  could  order  you  to  dissolve  ? 

Mr.  Thom.  No;  not  without  the  protection  of  the  fifth  amend- 
ment. Otherwise  people  would  not  invest  in  railroad  properties. 
You  have  got  to  consider  how  far  you  shall  go  in  controlling  the 
investment  in  these  properties.  People  would  not  invest  if  what 
they  invested  in  might  be  wrested  from  them  under  ruinous  condi- 
tions. 

Senator  Po:merene.  The  thought  T  had  in  mind  was  that  this  con- 
tinuing jurisdiction  over  the  terms  of  consolidation  should  be  some- 
what akin  to  the  continuing  control  by  the  Intei*state  Commerce 
Commission  of  the  subject  of  rates.  Now.  under  that  you  have  the 
protection  of  the  fifth  amendment,  and  I  am  assuming  that  whatever 
would  be  done  in  that  behalf  would  have  to  be  reasonable  and  with 
due  regard  to  the  property  interests. 
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Mr.  Thom.  Yes,  Senator,  I  think  I  understand  your  point  of  view 
now,  and  I  have  given  my  answer. 

Senator  Pomerene.  That  is  simply  a  tentative  view. 

Mr.  Thom.  Yes. 

Senator  Pomekene.  I  wanted  to  hear  you  develop  it. 

Senator  Kellogg.  Then,  Mr.  Thom,  as  I  understand,  you  would 
not  do  away  with  the  competition  in  service  at  least  between  the 
principal  competing  roads  of  the  country? 

Mr.  Thom.  No  ;  our  proposal  is  to  retain  that. 

Senator  Kellogg.  Now,  there  has  been  practically  no  competition 
for  many  years  so  far  as  rates  are  concerned,  and  there  can  not  be 
such  competition,  because  between  competing  points  the  rates  on  all 
lines  must  be  the  same  ? 

Mr.  Thom.  Yes. 

Senator  Kellogg.  But  is  there  not  or  has  there  not  been  hereto- 
fore under  private  ownership  a  great  degree  of  competition  as  to 
service  which  has  been  of  benefit  to  the  public? 

Mr.  Thom.  We  have  thought  so.  Of  course  in  a  time  when  the 
transportation  facilities  of  the  country  are  not  equal  to*  the  business 
and  everybody  has  as  much  as  they  want  and  more  you  do  not  find 
the  stimulus  of  competition  to  the  same  extent;  but  the  normal  con- 
dition of  the  country  is  where  transportation  companies  have  to 
seek  the  business,  and  the  method  they  have  of  seeking  it  is  to  try 
to  give  the  best  service. 

Senator  Kellogg.  And  that  competition  extends  down  to  the  local 
ticket  and  freight  agent,  who  looks  after  the  business  of  his  cus- 
tomer ? 

Mr.  Thom.  Undoubtedly. 

Senator  Kellogg.  Expediting  shipments? 

Mr.  Thom.  Yes. 

Senator  Kellogg.  Furnish  cars  promptly,  giving  better  trains  and 
better  train  service,  both  passenger  and  freight  ? 

INIr.  Thom.  And  even  to  the  question  of  manners. 

Senator  Kellogg.  Even  to  the  question  of  what? 

Mr.  Thom.  ]\Ianners. 

Senator  Cummins.  Very  important,  too. 

Senator  Kellogg.  That  might  be  applied  now  sometimes  with  ad- 
vantage. But  all  that  competition  has  been  of  very  great  benefit  to 
the  public,  has  it  not? 

Mr.  Thom.  We  think  so. 

Senator  Kellogg.  Yes.  And  now,  to  keep  that  competition,  the 
principal  lines  of  the  country,  like  the  New  York  Central  and  the 
Pennsylvania  and  the  Union  Pacific  and  the  Northern  Pacific  and 
the  Great  Northern  and  the  S'outhern  Pacific  must  be  maintained  as 
separate  competing  organizations? 

Mr.  TiTo:\r.  That  is  what  seems  to  us. 

Senator  Kellogg.  Your  idea  is  that  if  consolidations  were  per- 
mitted thev  should  be  judged  in  each  case  with  the  view  of  keeping 
the  main  lines  of  transportation  competing? 

[Mr.  TiioM.  Yes. 

Senator  Kelt/igg.  And  each  case  decided  upon  its  own  merits  ? 

Mr.  TiiOAr.  Yes.  sir. 

Senator  Kellogg.  I  think  tliere  might  be  this  in  Senator  Pomer- 
ene's  suggestion :  That  the  power  that  permitted  that  consolidation — 
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the  Interstate  Commerce  Commission — should  have,  of  course,  a  con- 
tinuing control  over  the  service  that  those  companies  should  give. 
Now,  I  take  it  from  what  I  saw  and  heard  of  your  statement  that  you 
recommend  a  Cabinet  officer  to  be  the  head  of  transportation? 

Mr.  Thom.  Yes. 

Senator  Kellogg.  You  think  it  very  desirable,  do  you  not,  that  the 
railroad  administration  of  the  country  be  kept  out  of  politics? 

Mr.  Thom.  I  do  not  think  it  possible  to  keep  the  railroad  adminis- 
tration of  the  country  out  of  politics.  I  think  it  is  a  question  merely 
of  the  type  of  politics.  We  have  a  government  of  politics,  and  if 
there  is  going  to  be  Government  regulation  it  must  be,  in  a  sense,  a 
political  regulation;  but  we  want  the  most  responsible  and  the  most 
independent  regulation  that  we  can  get. 

Senator  Kellogg.  You  did  not  understand  me.  Of  course,  that  is 
true.  I  did  not  make  myself  clear.  Of  course,  the  question  of  what 
regulation  there  should  be,  and,  in  fact,  all  the  problems  which  Con- 
gress or  a  legislature  must  consider,  are  political  questions,  to  a  large 
extent,  and  must  be  decided  in  political  assemblages,  and  so  forth; 
but  I  do  not  mean  that ;  I  mean  directly  involving  the  management 
of  the  railroads  in  a  political  party.    That  is  what  I  mean. 

Mr.  Thoinl  I  think  that  whoever  you  appoint  to  manage  or  to  regu- 
late is  still  surrounded  by  a  political  atmosphere,  and  the  importance 
of  having  that  atmosphere  such  that  we  will  get  the  least  dependent 
political  agency,  and  the  most  responsible  political  agency  becomes  of 
transcendent  bearing. 

Senator  Kellogg.  AVliy  should  not  practically  all  the  duties  of  the 
Federal  Reserve  Board  be  performed  by  a  Cabinet  officer?  Why  do 
we  try  to  make  it  a  nonpolitical  body,  with  long  terms,  so  that  no 
President  may  have  the  appointment  of  all  of  its  members  within  his 
term?  Why  not  let  the  Secretary  of  the  Treasury  be  the  dominant 
man  who  shall  perform  all  the  executive  duties  of  the  Federal  Re- 
serve Board? 

Mr.  TnoM.  We  have  thought  you  are  probably  going  to  extend  the 
power  of  Federal  control,  and  that  we  have  got  to  introduce  the  ele- 
ment of  promptness  as  to  the  method  of  regulation,  so  that  we  can  do 
things  in  the  future  quickly.  Now.  if  you  are  going  to  regulate  us  by 
a  board,  the  essential  quality  of  which  is  deliberation,  like  the  Su- 
preme Court,  like  the  commission,  we  are  going  to  find  an  element  of 
incapacity  to  adapt  ourselves  as  readily  as  we  should  to  changing 
business  conditions.  Therefore,  we  want  a  single  head  to  be  the  ini- 
tiator of  these  things,  subject  to  the  check  of  the  deliberative  body. 

Senator  Kellogg.  Let  me  make  this  suggestion :  If  it  were  deemed 
advisable  to  have  an  executive  head  to  the  railroad  regulation  of  the 
country,  why  not  select  a  man  who  is  not  a  member  of  the  Cabinet, 
and  give  him  a  long  term  and  a  salary  sufficient  so  that  it  would  at- 
tract the  very  best  ability  in  the  country,  and  put  him  in  charge  of  it  ? 

Mr.  Thom.  Our  view  about  that  is  this.  Senator:  We  think  that 
whoever  is  in  charge  of  it  should  be  responsible  for  the  adequacy  of 
service.  An  element  in  adequacy  of  service  is  sufficient  rates  to  create 
the  proper  service — I  mean  sufficient  revenue  to  create  the  proj)er 
service. 

Now,  we  think  that  the  national  administration  ought  to  be  made 
responsible  to  the  American  people  for  adequacy  of  service,  and  that 
the  man  who  is  at  the  head  ought  to  have  a  seat  at  the  Cabinet  tablt'. 
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SO  that  he  can  bring  his  views  of  the  necessities  of  service  directly  to 
the  President,  and  have  whatever  conchision  is  arrived  at  made  an 
administration  policy. 

Senator  Kellogg.  Mr.  Thorn,  without  in  the  slightest  degree  in- 
tending to  reflect  upon  the  Cabinet  officers — because  most  of  them  are 
very  able  men — in  the  administrations  that  I  have  known,  they  are 
appointed  for  four  years,  and  they  are  the  political  advisers  of  the 
President,  and  they  are  interested,  undoubtedly,  as  they  should  be,  in 
the  political  success  of  his  administration,  and  do  you  not  fear  that 
in  the  face  of  a  presidential  or  congressional  election,  a  Cabinet  offi- 
cial w^ould  hesitate  to  do  anything  that  he  thought  was  not  popular, 
as  to  the  railroads,  until  after  his  election? 

Mr.  Thom,  We  believe.  Senator,  that  the  thing  that  would  make 
any  administration  most  popular  w^ould  be  to  make  a  success  of  this 
transportation  problem,  and  we  do  not  believe  that  the  man  who  has 
arrived  at  that  position  of  responsibility  can  be  controlled  by  small 
and  narrow  considerations  to  the  extent  of  a  man  without  that  re- 
sponsibility ;  and  if  we  once  put  upon  the  administration  the  respon- 
sibility of  seeing  that  there  is  an  adequacy  of  service,  we  believe  we 
have  got  it  then  in  the  most  responsible  shape  in  which  it  can  be,  and 
I  do  not  fear  these  political  consequences  to  which  you  allude,  any- 
thing like  I  fear  the  political  dependence  of  a  body  that  whatever  it 
may  do,  or  whenever  it  may  do  a  thing  contrary  to  what  the  patrons 
of  the  railroads  may,  at  the  moment,  be  protesting  against,  is  made 
subject  to  a  resolution  of  inquirj^  on  the  Senate  floor,  as  to  whether  or 
not  the  thing  ought  to  be  done  in  a  particular  way.  Now,  that  is  a 
degree  of  dependency  about  which  we  have  the  most  serious  appre- 
hension. 

Senator  Kellogg.  My  mind  is  entirely  open  on  it.  I  just  wanted  to 
bring  out  jour  views. 

Mr.  Thom.  I  was  asked  that  the  other  day.    You  were  not  present. 

Senator  Kellogg.  No;  I  was  not  present. 

Mr.  Thom.  I  gave  the  committee  the  views  I  have  in  respect  to  that. 

Senator  Kellogg.  I  have  no  further  questions  at  the  moment. 

Senator  Cummins.  Mr.  Thom,  early  in  your  argument  or  state- 
ment, you  traced  the  effect  of  the  regulation  which  we  have  now,  or 
had  before  the  Government  took  possession  of  the  railroads,  upon 
the  investor,  and  I  think  you  said  that  the  Government  had  assumed 
the  authority  to  determine  what  the  revenue  of  the  railroad  compa- 
nies should  be,  and  also  the  authority  to  determine  what  the  expendi- 
tures of  the  railway  companies  should  be? 

Mr.  Thom.  In  a  measure. 

Senator  Cummins.  That  was  the  substance  of  it.  And,  inasmuch 
as  any  prospective  investor  looked  forward  to  a  situation  in  which 
neither  his  company  nor  he  could  control  either  the  revenues  or  ex- 
penditures, it  w^as  not  a  very  inviting  prospect  ? 

Mr.  Thom.  Yes. 

Senator  Cummins.  That  was  the  substance  of  your  argument? 

Mr.  Thom.  Yes. 

Senator  Cummins.  The  plan  that  you  have  suggested  does  not  con- 
template any  change  in  that  respect,  save  in  method?  That  is,  you 
expect  the  Government  still  to  control  the  revenues  and  still  to  con- 
trol the  expenditures? 
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Mr.  Thom.  Under  a  different  measure  of  how  they  are  to  be  con- 
trolled. 

Senator  Cummixs.  Certainly. 

Mr.  Thom.  And  under  more  responsive  machinery.  Still,  the  ulti- 
mate power  Avould  be  in  the  Government. 

Senator  Cummins.  No  matter  how  effective  the  machinery  might 
be  and  no  matter  how  mu^i  improvement  it  might  be  over  what  we 
have  now,  that  is  still  the  situation  ? 

Mr.  Thom.  The  Government  would  still  control. 

Senator  Cummixs.  AVe  have  the  Government  controlling  the  reve- 
nue and  the  Government  controlling  the  expenditures  ? 

Mr.  Thom.  Yes. 

Senator  Cummins.  Do  3'ou  not  think  that  any  government  which 
controls  the  revenues  of  an  enterprise  and  the  expenditures  of  an 
enterprise,  and  thus  determines  the  outcome  or  the  profits  of  that 
enterprise,  should  accept  the  responsibility  Avhich  naturally  goes 
with  the  power  to  control  revenues  and  expenditures? 

Mr.  Thom.  It  should,  in  one  way  or  another.  Of  course,  there 
may  be  a  difference  as  to  the  extent  of  the  acceptance  of  that 
responsibility.  Theoretically,  I  follow  your  question  that  there 
ought  to  be  the  fullest  acceptance.  There  may  be  difficulties  in  the 
way  of  obtaining  that  full  acceptance  of  responsibility. 

Senator  Cummins.  I  think  I  perceive  the  difficulties,  but  when  we, 
as  a  Government,  assume  authority  which  you  have  described,  to 
determine  what  you  shall  receive  and  what  you  shall  expend,  it 
would  seem  to  me  that  there  would  follow,  necessarily  and  logically, 
that  the  Government  ought  to  undertake  to  see  that  a  proper  return 
upon  the  capital  invested  is  forthcoming.  In  other  words,  it  ought 
to  guarantee  the  return  upon  the  capital  which  you  are  offering  the 
public  ? 

Mr.  Thom.  Theoretically  speaking,  of  course  you  are  right.  Sena- 
tor. The  only  question  is  whether  or  not  there  are  difficulties  in  the 
way  of  obtaining  that  guarantee  which  are  so  enormous  that  you 
can  not  judiciously  obtain  the  proper  guarantee.  Xow,  for  ex- 
ample, suppose  that  the  guarantee  were  to  lead  to  Government 
ownership.  The  objections  from  a  public  standpoint  to  Govern- 
ment ownership  may  be  so  enormous  that  it  may  be  wise  to  seek 
some  means  short  of  a  final  and  ultimate  guarantee. 

Senator  Cum^iins.  I  can  appreciate  tliat  tliere  are  other  things  to 
be  considered  than  the  mere  return ;  but  putting  them  aside  for  the 
moment  for  future  consideration,  if  the  Government,  exercising  this 
authority  over  revenues  and  over  expenditures,  accept  such  respon- 
sibility and  can  attract  and  secure  capital  at  the  ordinary  rate  which 
is  recognized  in  a  Government  obligation,  it  would  seem  to  me  it 
ought  to  do  it,  logically. 

Mr.  Thom.  Logically,  unless  there  is  some  objection  to  it  which 
makes  us  stop  short  of  that  final  conclusion. 

Senator  Cummins.  Surely.  I  turn  now  for  a  moment  to  your 
proposed  director  of  transportation  holding  a  Cabinet  position. 
You  said,  and  upon  its  face  it  seemed  very  impressive,  that  we  had 
established  a  Secretary  of  Agriculture  to  look  after  that  interest; 
we  had  established  a  Secretary  of  Commerce  to  be  the  guardian  of 
•^hat  interest:  and  a  Secretary  of  Labor  to  supervise  that  field  of 
"^tivity;  and  that  you  could  see  no  reason  why  the  transportation  of 
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the  country,  which  is  a  fundamentally  vital  interest,  should  not 
have  tlie  same  protection  and  the  same  representation;  that  was  your 
argument,  was  it  not? 

Mr.  TiiOM.  Yes. 

Senator  Cummins.  Well,  do  you  not  recognize  that  the  power 
which  you  have  proposed  to  give  to  the  secretary  of  transportation 
in  the  plan  you  have  suggested  is  essentially  and  radically  different 
from  the  power  which  Congress  has  given  to  the  Secretary  of  Agri- 
culture or  the  Secretary  of  Labor  or  the  Secretary  of  Commerce, 
or  any  other  Cabinet  officer? 

Mr.  Thom.  I  do. 

Senator  Cum.aiins.  Yes.  We  have  not  given  the  Secretary  of 
Agriculture  authority  to  fix  the  prices  of  agricultural  products, 
and  no  one  proposes,  up  to  this  time,  that  it  shall  be  done. 

Mr.  Thom.  And  I  do  not  suppose  that  you  intend  to  give  it  to 
any  Government  body  in  times  of  peace. 

Senator  Cummins.  Xor  have  we  invested  the  Secretary  of  Labor 
with  authority  to  determine  what  wages  shall  be  paid  throughout 
the  country. 

Mr.  Thom.  That  is  true. 

Senator  Cummins.  You  would  think  it  would  be  very  unwise  that 
we  should  do  so,  I  assume ;  and  the  same  is  true  of  the  Secretary  of 
Commerce. 

Mr.  Thom.  Now,  then,  if  you  will  permit  me 

Senator  Cummins  (interposing).  Therefore,  when  you  propose 
to  give  to  the  secretary  of  transportation  the  vast  powers  that  are 
suggested  in  your  plan,  you  are  establishing  an  entirely  different 
relation  between  the  secretary  of  transportation  and  the  people  from 
that  which  has  been  established  between  the  Secretary  of  Agricul- 
ture or  the  Secretary  of  Commerce,  or  the  Secretary  of  Labor,  and 
the  rest  of  the  country,  are  you  not? 

Mr.  Thom.  Yes;  because  we  find  that  the  Government  is  looking 
at  the  question  of  the  extent  of  regulation  over  transportation  in  a 
very  different  way  from  that  in  which  it  is  looking  at  the  regulation 
of  agriculture  or  the  regulation  of  commerce.  AVe  find  that  the  Gov- 
ernment is  fixing  the  price  of  transportation  through  some  of  its 
agencies,  and,  therefore,  we  are  confronted  with  a  different  situation 
from  what  exists  in  respect  to  the  products  of  agriculture  or  labor 
or  commerce.  We  have  got  to  accommodate  whatever  plan  we  have 
to  that  fundamental  necessity  of  the  Government  to  fix  the  price  of 
transportation. 

Senator  Cummins.  I  recognize  that,  Mr.  Thom,  and  I  know  that 
the  Government  must  continue  to  exercise  this  control  over  a  public 
property,  such  as  is  found  in  our  transportation  facilities;  but  all 
that  I  was  trying  to  make  clear  was  that  it  did  not  follow  because 
we  had  established  Secretaries  of  Agriculture,  and  Commerce,  and 
Labor,  that  therefore  we  should  establish  a  director  of  transporta- 
tion, giving  that  individual,  that  one  person,  the  vast  authority 
which  you  have  suggested  in  your  plan. 

Mr.  Thom.  Now,  when  you  come  to  the  question  of  the  vast  au- 
thority, I  think  you  will  find  that  it  is  not  as  great  as  is  probably 
inferable  from  the  use  of  that  word.  There  is  nothing  that  he  does 
that  is  not  reviewable  by  another  governmental  body;  nothing  that 
he  does  in  respect  to  rates  that  is  not  reviewable. 
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Senator  Cummins.  Yes.  That  brings  me  to  the  examination  of 
that  point  for  a  very  few  moments.  The  Interstate  Commerce  Com- 
mission, to  whicli  you  propose  an  appeal  in  certain  cases  from  the 
director  of  transportation 

Mr.  Tho3i  (interposing).  In  every  case. 

Senator  Cummins  (continuing).  Is  to  be,  practically  speaking,  a 
judicial  body? 

Mr.  Thom.  Yes. 

Senator  Cummins.  And,  being  a  judicial  body,  is  supposed  to  be 
governed  by  certain  rules  and  regulations  and  laws  and  standards 
that  are  prescribed  by  Congress,  or  by  the  common  law.  Now,  in 
the  executive  functions  which  are  to  be  performed  by  the  director  of 
transportation,  what  rule  or  standard  could  the  Interstate  Com- 
merce Commission  apply  in  case  of  an  appeal  to  that  body? 

Mr.  Thom.  I  was  alluding  to  rates  when  I  said  that  an  appeal  or 
review  was  provided  by  the  Interstate  Commerce  Commission.  I  had 
that  alone  in  mind — rates. 

Senator  Cummins.  But  the  remark,  then,  or  the  observation  which 
you  made  with  regard  to  appeal  and  corrections  through  appeal, 
would  not  apply  to  the  vast  volume  of  executive  work  or  direction 
which  the  secretary  of  transportation  would  perform  ? 

Mr.  Thom.  Not  unless  Congress  found  it  necessary  to  so  provide. 
"VVe  have  not  suggested  it  in  our  plan. 

Senator  Cummins.  The  thing  that  you  had  in  mind,  then,  was  that 
if  the  secretary  of  transportation  approved  rates  that  were  initiated 
by  the  carriers,  and  they  were  put  into  effect,  anyone  who  was  inter- 
ested in  those  rates  could  prosecute  an  appeal  to  the  Interstate  Com- 
merce Commission  and  have  the  rate  corrected  if  it  were  found  to  be 
wrong  ? 

Mr.  Thom.  That  is,  as  to  rates  approved.  Now,  as  to  rates  on 
which  no  action  is  taken  and  as  to  rates  disapproved,  there  is  another 
method  in  addition  to  that. 

Senator  Cuminiins.  Yes.  Would  the  standard  that  we  have  now 
given  to  the  Interstate  Commerce  Commission  for  the  weighing  of 
rates  or  for  the  consideration  of  rates  be  the  same  under  your  plan 
that  it  now  is? 

Mr.  Thoji.  No.  It  would  be  the  same,  theoretically,  as  it  now  is, 
because  I  think  the  word  "  reasonable  "  was  intended  in  the  law  to 
cover  the  adequacy  of  the  rates:  but  I  think  that  that  aspect  of  the 
matter  has  been  gotten  away  from,  and  you  should  establish  a  rule 
which  would  bring  it  back  to  its  original  purpose  of  having  not  only 
rates  which  are  low  enough  but  rates  which  are  high  enough  to  sat- 
isfy the  needs  of  the  public  for  public  service. 

Senator  Cujmimins.  Yes.  Do  you  intend  to  abolish  the  standard 
that  we  have  prescribed,  and  that  looks  only  to  the  reasonableness  of 
a  particular  rate,  or  do  you  intend  to  confer  upon  the  transportation 
director  and  upon  the  Interstate  Commerce  Commission  the  author- 
ity to  consider  the  effect  of  the  rates  as  a  whole? 

Mr.  Thoini.  As  a  whole,  as  well  as  individually. 

Senator  Cummins.  Is  it  in  your  mind  that  only  the  effect  of  the 
rates  as  a  whole  shall  be  considered ;  that  is  to  say,  that  you  include 
in  that  all  the  railroads  of  the  United  States;  that  you  take  all  the 
revenues  and  all  the  expenditures,  and  if  the  operating  income  is 
sufficient  as  a  whole,  then  you  would  not  disturb  the  rates? 
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Mr.  Thom.  No,  Senator ;  that  is  not  my  view. 

Senator  Cummins.  Well,  you  were  not  very  clear  about  that — at 
least  not  to  me.  I  did  not  catch  just  what  change  you  propose  to 
make  in  that  respect. 

Mr.  Thoim.  I  suppose  there  will  still  be,  no  matter  what  is  done, 
several  traffic  basins,  as  they  are  called,  in  this  country,  and  that  the 
rate  which  is  proper  in  one  of  them  may  not  be  proper  in  all  of  them ; 
that  there  will  still  be  districts  which  will  have  to  be  considered  by 
themselves  in  respect  to  rates. 

NoAv,  my  judgment  is  that  the  Interstate  Commerce  Commission, 
or  any  body  whose  duty  it  was  to  consider  rates,  would  take  up  the 
questions  relating  to  that  special  traffic  situation  and  would  find  the 
average  condition  in  it — not  the  richest  nor  the  poorest,  but  the  aver- 
age condition  in  it — and  would  fix  rates  adequate  to  sustain  the 
service  on  those  average  conditions  in  that  particular  place.  That 
would  leave  some  roads  that  would  not  make  enough;  that  might 
leave  other  roads  Avhich  are  so  fortunately  situated  that  if  they  alone 
were  to  be  considered  the  Government  would  not  fix  as  high  rates  as 
it  otherwise  would.  Now,  how  shall  we  deal,  then,  with  those  two 
extremes  ? 

In  dealing  with  the  question  of  rates  at  all  in  that  traffic  situation 
it  would  be  the  duty  of  the  Government  authority  not  only  to  make 
rates  that  were  what  have  heretofore  been  known  as  "  reasonable  " 
but  rates  that  were  adequate  to  sustain  the  transportation  service. 
We  have  considered  that  matter  at  considerable  length  as  to  what  is 
to  be  done.  We  see  no  way  except  to  let  the  ordinary  forces  deal 
with  those  roads.  If  they  have  been  unwisely  located,  if  they  have 
been  unwisely  capitalized,  if  their  traffic  conditions  will  not  support 
them  under  what  is  a  reasonable  and  adequate  revenue  for  that  sec- 
tion, then  w^e  think  they  have  to  become  subject  to  the  ordinary  laws 
of  commercial  failure  and  to  be  absorbed  by  other  lines  in  that  same 
section. 

Senator  Cummixs.  Or  to  be  abandoned? 

Mr.  Thom.  Well,  I  think,  to  be  absorbed.  I  never  heard  of  an 
abandoned  road  yet.  I  think  they  would  be  absorbed.  Now,  as  to  the 
roads  that  under  that  scale  of  rates  would  make  more  than  if  they 
alone  were  considered,  would  be  provided  for  them  under  the  system 
of  rates :  that  raises  a  great  problem,  and  we  think  that  that  will 
have  to  be  dealt  Avith  by  some  means  of  having  governmental  super- 
vision over  what  we  term  the  excess  earning  power  of  those  roads. 

Senator  Cummins.  By  that  do  you  mean  that  the  excess  earning 
power  of  these  fortunate  roads  should  be  contributed  to  the  Treasury 
or  paid  into  the  Treasury — a  part  of  those  excess  earnings  ? 

Mr.  TiioM.  We  have  deliberately  left  that  whole  subject  open  for 
consideration. 

Senator  Cummins.  That  seems  to  me  to  be  the 

]\Ir.  TiioM  (interposing).  We  have  deliberately  left  that  whole 
subject  open  to  consideration.  Some  people  have  suggested  that  the 
remainder  of  those  earnings,  over  and  above  a  proper  return  on  the 
investment  and  proper  provision  for  credit,  should  be 

Senator  Cummins  (interposing).  That  seems  to  me  to  be  the  very 
crnx  of  the  whole  problem. 

jNIr.  Thom  (continuing).  Should  be  invested  in  property — in 
greater  facilities — and  should  not  be  made  the  basis  of  increased 
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rates.  Other  suggestions  have  been  that  the  Government  might  par- 
ticipate in  that,  and  I  suppose  to  the  extent  the  Government  did  par- 
ticipate in  it,  that  they  could  turn  that  over  to  the  support  of  the 
poorer  roads;  but  there  are  many  waj^s  of  dealing  with  it,  and  what 
I  want  to  emphasize  is  that  we  have  left  that  open,  and  we  are  en- 
tirely open  minded  as  to  a  method  of  dealing  with  that  problem.  We 
understand  that  there  will  be  a  method  devised,  and  we  are  open 
minded  on  Avhat  that  method  shall  be. 

Senator  Cum:mins.  Your  plan  does  not  involve  the  proposition  that 
every  road  shall  have  rates  that  will  be  sufficient  to  enable  it  to  live? 

Mr.  Tiio.Af .  Xo ;  it  does  not.    It  could  not  be  done. 

Senator  Cummins.  If  that  be  so,  how  are  you  going  to  test  the 
adequacy  of  rates,  as  a  whole,  which  you  mentioned  a  few  minutes 
ago  ? 

Mr.  TiioM.  Just  like  the  Interstate  Commerce  Commission  has  al- 
ready done.  They  have  selected  certain  average  roads  in  a  certain 
territory  and  have  decided  the  question  of  rates  by  them. 

Senator  Cummins.  Yes;  but  there  is  a  good  deal  of  question  about 
the  ])resent  authority  of  the  Interstate  Commerce  Commission  to 
adopt  that  standard. 

]\fr.  Tno:M.  Yes;  but  we  want  that  cleared  up  in  this  law. 

Senator  Cu:mmixs.  That  is  the  reason  I  called  that  to  your  atten- 
tion. You  intend  to  confer  upon  the  Interstate  Conmierce  Commis- 
sion and  the  director  general  the  authority  to  view  the  railroads  as  a 
whole,  or  to  view  them  in  certain  groups,  whichever  nuiy  seem  to  be 
reasonable  and  fair? 

^Ir.  TiiOM.  Undoubtedly,  and  not  only  that,  but  our  proposal  in- 
volves the  consideration  of  individual  rates  in  respect  both  to  their 
level  and  to  the  question  of  discrimination. 

Senator  Cummins.  Is  it  not  perfectly  obvious,  then,  that  in  order 
to  carry  out  any  plan  of  that  kind  we  must  have  a  consolidation,  or 
absorb  or  merge  some  of  the  weaker  roads  with  stronger  ones? 

Mr.  Tito:m.  I  think  that  might  be  found  to  be  the  way  to  work  it 
out.  Senator;  but  not  in  the  way  of— at  least,  our  proposal  does  not 
go  to  the  extent  of  consolidating  all  roads  in  a  region.  We  have  pro- 
loosed  that  the  competition  in  service,  that  the  value  to  the  public  of 
the  initiative  of  the  management  of  roads  in  a  region  shall  be  pre- 
served. NoAv,  then,  it  becomes  a  question  of  Avisdom  as  to  how  far, 
observing  that  principle  in  any  region,  consolidations  ought  to  go. 
We  say  let  that  question  of  wisdom  be  determined  by  the  national 
authority. 

Senator  Cum^fins.  I  have  no  further  questions  to  ask. 

Senator  Pomekene.  ISIr.  Thom.  some  reference  has  been  made  to 
the  possibility  of  Congress  or  other  public  officials  trying  to  influence 
the  Interstate  Connnerce  Commission  in  the  making  of  rates,  etc. 
Neither  House  of  Congress  has  ever  passed  any  resolution  favoring 
or  opposing  any  change  of  rates,  has  it? 

i\[r.  TiiOM.  Never  fo  my  knowledge,  but  there  have  been  resolu- 
tions introduced  for  that  purpose. 

Senator  Po:mekene.  Yes. 

ISIr.  Thoim.  And  that  was  notice,  I  think. 

Senator  Potvierene.  l"es.  Now,  another  matter:  I  confess  that 
1  have  sympathy  with  the  idea  that  the  State  commissions  should 
retain  their  functions.    At  the  same  time  I  realize  that  there  must 
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be  some  proper  rehition  existing  between  intrastate  rates  and  inter- 
state rates,  which  will  be  fair  and  equitable  both  to  the  interstate 
roads  and  the  intrastate  roads,  and  I  think  that  there  ought  to  be, 
as  nearly  as  may  be,  entire  harmony  of  action  between  the  Inter- 
state Commerce  Commission  and  the  State  commissions.  What  ob- 
jection would  there  be  to  giving  to  the  Interstate  Conunerce  Com- 
mission the  right  to  review  rates  which  are  made  by  the  State  com- 
missions ? 

Mr.  Thom.  Senator,  there  seems  to  me  to  be  insuperable  objections 
to  that. 

Senator  Pomekene.  Well,  let  us  hear  what  they  are.    I  am  anxious 
to  know  your  view. 

Mr.  Thom.  In  the  first  place  there  is  the  objection  that  you  must 
have  some  prompt  way  of  handling  these  questions.  There  would 
be  great  delay  in  having  a  rate  made  by  the  State  and  reviewed  by 
the  Interstate  Commerce  Commission.  In  the  second  place  there  is 
a  natural  deference  which  one  governmental  body  in  the  Nation  will 
pay  to  the  judgment  of  a  similar  body  in  the  State,  and  that  we 
would  have  not  a  virile,  independent  exercise  of  judgment,  but  a 
system  of  comity,  which  would  create  an  element  of  weakness  at 
once  in  dealing  with  this  important  subject,  and  that  we  woulcl 
thereby  make  the  investor  feel  that  he  was  not  subject  merely,  in 
the  matter  of  his  revenue,  to  the  unbiased  and  independent  judg- 
ment of  one  tribunal,  but  that  he  was  likely  to  get  enmeshed  in  the 
whole  matter  of  comity  and  consideration  of  one  governmental  body 
for  another.  The  fight  in  such  a  case— the  controversy  in  such  a 
case  would  be  between  a  responsible  governmental  body,  on  the  one 
side,  and  these  railroad  interests  on  the  other.  We  can  not  sustain 
ourselves  in  those  controversies.  It  might  as  well  be  understood 
that  we  are  not  qualified  for  controversy.  We  have  not  the  influence ; 
we  have  not  the  authority ;  we  have  simply  to  enter  every  controversy 
at  a  disadvantage ;  and  my  purpose  and  my  desire  is  that  this  situa- 
tion of  regulation  shall  be  so  altered  that  the  entire  burden  of  sus- 
taining the  public  interest  for  proper  facilities  shall  not  be  thrown 
upon  the  shoulders  of  the  railroads,  which  can  not  support  it,  but 
must  be  put  upon  the  shoidders  of  some  responsible  governmental 

body.    I  spoke  of  the  investor 

Senator  Po:met;ene.  Yes. 

Mr.  TiioM  (continuing).  I  do  not  mean  that  in  the  sense  of  the 
private  interests  of  the  investor.  This  whole  subject  of  credit  I  am 
attempting  to  view  from  the  standpoint  of  the  public  interest  in  hav- 
ing that  credit  preserved.  You  have  nothing  to  do  with  preserving 
the  credit  of  an  industrj^  in  which  the  public  is  not  vitally  interested ; 
if  it  docs  not  have  the  credit,  it  must  go.  The  private  interests  of 
the  people  who  are  related  to  this  industry  are  a  matter  Avith  which 
you  have  nothing  to  do.  except  to  do  them  justice;  but  you  have  got  a 
great  deal  of  responsibility,  from  the  public  standpoint,  of  creating 
conditions  under  which  these  roads  shall  have  as  much  credit  as  the 
public  interest  requires  for  the  maintenance  of  their  service  and  for 
the  extension  of  their  service,  and  I  merely  want  to  make  it  plain 
that  when  I  speak  of  the  "  investor  "  I  do  not  mean  an  investor  from 
a  private  standpoint. 

Senator  Pomerene.  Yes;  but  you  are  speaking  in  this  matter  now, 
as  I  understand  you,  at  least,  from  the  standpoint  of  the  railroads. 


536         EXTENSION   OE   GOVEKNMENT   CONTROL   OE   RAILROADS. 

At  the  same  time,  I  have  heard  the  complaint  made  very  frequently 
that  the  State  commissions  are  not  fair  in  their  treatment  of  the 
railroads;  that  in  fixing  State  rates  they  do  not  make  them  suffi- 
ciently high,  and  that  thereby  the  greater  burden  of  the  traffic  is 
placed  upon  the  interstate  roads.  Now,  assuming  that  to  be  so,  and 
admitting,  as  I  do,  that  intrastate  traffic  should  bear  its  fair  share  of 
the  burden,  if  Ave  can  devise  a  scheme  which  Avill  require  the  fixing 
of  intrastate  rates  so  that  they  may  be  said  to  care  for  their  part  of 
the  burden,  why  would  not  that  be  a  wise  plan  to  pursue?  And  it 
is  having  that  thought  in  mind  that  this  suggestion  has  occurred  to 
my  mind,  that  if  a  rate  is  fixed  by  a  State  commission  and  say,  for 
the  sake  of  argument,  that  it  is  by  no  means  what  it  ought  to  be, 
wh}^  should  not  some  Federal  authority  have  the  right  to  say,  after  a 
full  hearing,  that  these  rates  must  be  increased,  so  as  to  relieve  inter- 
state commerce  from  carrying  substantially  the  larger  part  of  the 
burdens  of  State  traffic  ? 

Mr.  Thom.  The  objections  I  would  have  to  that,  Senator,  are  these : 
In  the  first  place,  the  time  that  is  consumed  in  having  first  to  go  to 
the  State  commission,  and  then,  through  an  appeal,  to  the  Interstate 
Commerce  -Commission,  in  order  to  achieve  a  result  which  ought  to 
be  prompt;  and,  in  the  second  place,  I  believe  the  machinery  w^ould 
interfere  with  the  independence  of  judgment  of  the  appellate  body, 
and  that  it  would  make,  in  many  cases,  a  decision  on  those  questions 
which  it  would  not  make  if  they  did  not  have  the  antagonistic  judg- 
ment of  the  State  authorities. 

Senator  Pomerexe.  I  agree  with  you  that  it  is  necessary  to  have 
prompt  decisions,  whether  by  the  State  authorities  or  by  the  Federal 
authorities,  by  a  trial  court  or  bv  a  court  of  review,  but  it  seems  to 
me  that  3'^our  objection  on  that  behalf  is  not  very  sound.  You  might 
just  as  well  say  that  because  the  Interstate  Commerce  Commission 
sends  out  an  examiner,  and  he  comes  in  and  makes  a  report,  that  he 
can  not  act  independently,  because  he  is  going  to  be  reviewed  by 
the  Interstate  Commerce  Commission. 

Mr.  Thom.  I  do  not  think  that  is  a  parallel  case,  Senator.  I  am, 
of  course,  presenting  my  own  views  with  reference  to  this  matter. 

Senator  Pomerene.  Surely. 

Mr.  Thom.  I  do  not  think  that  is  a  parallel  case.  I  think  there  is 
sensitiveness  in  a  Federal  body  in  disagreeing,  except  in  extreme 
cases,  Avith  a  State  body,  that  would  weaken  that  situation.  Now,  it 
has  been  suggested  that  this  matter  ought  to  bo  made  a  matter  of 
conference  between  the  State  authorities  and  the  Federal  body,  and 
that  when  any  one  of  these  questions  comes  up,  which  was  described 
here  as  being  in  the  tAviiight  zone — and  by  that  I  suppose  they  mean 
in  Avhich  both  interests,  both  State  and  Federal,  are  concerned — that 
it  should  be  made  a  matter  of  conference;  but  1  think  that  Avould 
create  a  condition  of  Aveakness.  and  Ave  would  then  have  neither  a 
Federal  policy  nor  a  State  policy.  But  Avhat  I  want  to  do  is  to  come 
out  of  this  situation  Avith  a  strong  situation  for  these  railroads,  and 
my  appeal  goes  only  so  far  as  the  pul)lic  interest  requires.  If  I 
should  make  any  argument  here  Avhich  must  find  its  basis  on  priA'ate 
considerations.  I  Avant  you  to  understand  that  I  have  done  so  inad- 
vertently and  ask  you  to  disregard  it.  Anything  that  I  have  said  I 
Avant  to  be  measured  b}'  the  requirements  of  the  pnblic  interest.     If 


EXTENSION     )F   GOVERNMENT   CONTROL  OF  RAILROADS.         537 

I  can  not  make  an  argument  here  which  is  justified  on  that  basis,  I 
realize  that  I  have  no  standing  at  alL 

Senator  Pomere>;e.  The  committee  agrees  with  yon  that  whatever 
we  do,  we  want  it  to  be  from  the  standpoint  of  tlie  public  interest. 

Mr.  Thom.  And  considering  that  interest,  we  think  the  time  has 
come  now  to  come  out  of  this  situation  with  a  strong  program  for 
the  transportation  of  this  country  and  not  a  mere  makeshift. 

The  Chair3Iax.  There  being  no  further  questions,  Mr.  Thom,  you 
are  excused. 

Mr.  Thom.  It  is  nearly  12  o'clock,  and  Mr.  Kruttschnitt,  who  is  to 
follow  me,  did  not  bring  his  papers  here,  so  I  suppose  he  may  come 
to-morrow  morning. 

The  Chairman.  Yes ;  if  he  is  not  prepared  to  go  on  now,  we  w' ill 
hear  him  to-morrow,  the  21st.  The  committee  has,  however,  previ- 
ously made  arrangements  to  hear  a  representative  of  the  brother- 
hoods on  Wednesday,  the  22d.  The  committee  will  stand  adjourned 
now  until  to-morrow  morning  at  10  o'clock. 

(The  pamphlet  prepared  by  Mr.  S.  T.  Bledsoe,  general  counsel 
the  Atchison.  Topeka  &  Santa  Fe  Railway  Co.,  entitled  "  Conflict  of 
laAv  in  regulation  of  securities,  capitalization,  rates,  and  incidental 
matters,"  is  printed  in  full  at  the  end  of  to-day's  record.) 

(Whereupon,  at  11.40  o'clock  a.  m.,  the  committee  adjourned  until 
Tuesday,  January  21,  1919,  at  10  o'clock  a.  m.) 

Conflict  of  Laav  in  Regulation  of  Securities,  Capitalization,  Rates,  and 

Incidental  Matters. 

[By  S.  T.  Bledsoe,  general  counsel  the  Atchison,  Topeka  &  Santa  Fe  Railway  Co.     Jan 

17,  1919.] 

The  Statements  which  I  shall  make  to  the  committee  relating  to  the  laws  of  the 
several  States  are  based  upon  a  compilation  of  the  statutes  of  such  States  pre- 
pared in  1917  for  the  railway  executives'  advisory  committee  and  abstracted  for 
use  before  the  Newlands  committee.  I  have  used  the  abstracts  so  prepared 
without  personally  examining  the  statutes  to  ascertain  whether  or  not  they  have 
been  correctly  abstracted,  but  I  feel  quite  certain  that  both  the  compilation  and 
the  abstracts  were  made  with  great  care  and  can  be  relied  upon. 

For  the  purpose  of  illustration,  comparison,  and  proper  development  of  the 
subject  I  have  found  it  necessary  to  restate  what  in  some  aspects  may  be 
regarded  as  elementary  principles. 

The  railroads  of  the  United  States  are  owned  and  operated  (with  the  excep- 
tion of  the  Texas  &  Pacific  and  one  or  two  small  companies)  by  State  railroad 
corporations,  notwithstanding  the  most  important  functions  of  the.se  corpora- 
tions are  the  transportation  of  passengers  and  freight  in  interstate  and  foreign 
commerce,  the  carriage  of  United  States  mail,  and  the  transportation  of  United 
States  troops  and  supplies.  If  we  look  merely  at  the  volume  of  the  freight  traffic 
we  find  that  about  85  per  cent  is  interstate  and  foreign  commerce  and  15  per 
cent  intrastate  commerce.  The  revenues  received  from  transportation  of  pas- 
sengers are  earned,  approximately,  equally  from  State  and  interstate  trans- 
portation. If  we  include  all  traffic  and  use  the  earnings  as  a  basis  of  comparison, 
because  there  is  no  common  unit  by  which  to  measure  volume,  it  will  be  found 
that  about  77  per  cent  of  the  aggregate  of  all  railroad  transportation  revenues  is 
derived  from  interstate  and  foreign  commerce  and  about  23  per  cent  from  intra- 
state commerce,  the  23  per  cent  representing  intrastate  commerce  being  dis- 
tributed among  the  48  States. 

Considering  the  matter  from  the  standpoint  of  a  large  railroad  system  whose 
lines  extend  through  several  States,  and  comparing  its  interstate  and  foreign 
commrce  with  the  intrastate  commerce  which  is  wholly  within  any  one  of  the 
States  in  which  it  operates,  the  overwhelming  preponderance  of  interstate  inter- 
ests in  the  freight  and  passenger  traffic  becomes  nuich  more  striking.    In  addi- 
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tion  Congress  has  exclusive  authority  over  the  carriage  of  tlie  mails,  the  trans- 
portation of  the  United  States  troops  and  supplies,  and  other  governmental 
traffic,  all  of  which  is  of  supreme  importance.  It  may  therefore  be  said  that  the 
railroads  are  highways  which,  from  the  standpoint  of  the  use  made  thereof,  are 
overwhelmingly  national  in  their  character. 

SOUKCE   OF   FRANCHISE   EIGHTS   OF   KAILItOAD   COItPORATIONS. 

The  n)ost  vital  franchise  which  a  railroad  corporation  possesses  is  the 
franchise  to  carry  passengers  and  property  and  to  receive  compensation  there- 
for. It  may  he  safely  said  that  a  C(n'poratiou  must  look  to  the  State  which 
created  it  for  its  right  to  he  a  corporation,  must  look  separately  to  each  State 
in  which  its  lines  are  located  for  the  franchise  of  exercising  the  power  of 
eminent  domain,  to  each  State  in  which  its  lines  are  located  for  the  franchise 
to  carry  persons  and  property  within  that  State  and  to  receive  compensation 
therefor,  and  exclusively  to  Congress  for  its  franchise  to  carry  persons  and 
property  in  interstate  and  foreign  commerce.  United  States  mail.  United 
States  troops  and  supplies,  and  other  (Jovernment  transiiortatlon.  and  receive 
comi)ensation  therefor.  The  situation,  therefore,  is  that  the  average  corpora- 
tion which  owns  and  operates  a  railroad  derives  its  corporate  existence  from 
tlie  State  which  can  confer  upon  that  corporation  a  franchi.se  to  carry,  say 
from  1  to  10  per  cent  of  the  business  which  the  corporation  conducts,  while 
perhaps  77  per  cent  or  more  of  the  business  is  conducted  under  a  franchise 
<lerived  from  tlie  Federal  Government,  and  the  remaining  part  is  carried  under 
franchises  derived  from  tho.se  States  through  which  the  corjmration's  lines 
may  run.  The  Federal  franchise  referred  to  is  found  in  the  act  of  Congress 
approved  June  15,  1866  (14  U.  S.  Stat.  L.,  ch.  124),  and  is  in  its  important  part 
as  follows: 

"  That  every  railroad  company  in  the  United  States,  whose  road  is  operated 
by  steam,  its  successors  and  assigns,  be,  and  is  hereby,  authorized  to  carry  upon 
and  over  the  road,  boats,  bridges,  and  ferries,  all  passengers,  troops.  Govern- 
ment supplies,  mails,  freight,  and  property  on  their  way  from  any  State  to 
another  State,  and  to  receive  compensation  therefor,  and  to  ccmnect  with  roads 
of  other  States  so  as  to  form  continuous  lines  for  the  transi)ortation  of  the 
same  to  the  place  of  destination.     *     *     *  " 

Fc<»nonuc  necessity  demonstrated  the  futility  of  railroads  stopiting  or  chang- 
ing ownership  at  State  lines.  Early  in  railroad  development  it  became  appai"- 
rent  that  public  service  demanded  that  a  single  railroad  corporation  extend 
its  operations  l)ey<)nd  tlie  confines  of  the  State  originally  incorporating  it. 
The  result  has  been  the  growth  of  large  railroad  systems  which  perform  the 
great  bidk  of  the  transportation  service,  eacli  of  which,  generally  speaking, 
i^xtends  tlirough  several  States.  Since  the  deve]oi)ment  of  tlic-^e  systems  liad  to 
depend  upon  State  laws,  and  since  tiiese  State  laws  were  far  from  being  com- 
prehensive or  uinforni.  the  corporate  structure  of  such  a  railroad  system  is 
frequently  excetnlingly  complicated.  A  few  words  as  to  some  of  the  most  strik- 
ing valuations  in  the  State  laws  will  make  it  clear  that  these  complications 
are  unavoidal)le  under  present   conditions. 

Frequently  a  railroad  company  of  one  State  is  authorize(l  by  its  charter  or 
articles  of  incori)oration  to  construct  and  operate  railnvids  in  another  State; 
in  other  ca.ses  the  railroad  company  is  authorized  by  tho  State  which  lias 
created  it  to  acquire  railroads  in  another  State,  but  is  not  authorized  to  build 
such  railroads;  in  other  cases  a  railroad  company  is  authorized  by  the  St;ite 
which  has  created  it  to  become  a  lessee  of  railroads  in  other  States,  but  not 
authorized  to  construct  or  own  such  railroads.  It  is  necessary  for  a  railroad 
coiiii)aiiy  organized  under  the  laws  of  one  State  to  have  authority,  at  least  by 
impliciition,  of  the  other  State  in  which  the  company  proposes  to  build  a  rail- 
road or  buy  one  or  become  the  lessee  of  one.  and  also  for  a  company  whose 
railroad  is  to  be  sold  or  leastnl,  to  have  authority  to  sell  and  convey  it,  or  to 
become  lessor  of  it.  In  many  instances  there  is  no  adequate  provision  in  each 
of  two  or  more  States  by  which  a  railroad  company  organized  under  the  laws 
of  one  of  them  may  build,  or  buy,  or  lease,  a  railroad  in  the  other,  but  there 
may  be.  and  frequ(>ntly  are.  provisions  in  each  State  whereby  a  railroad  com- 
pany of  that  State  may  consolidate  with  railroad  conipanic*  of  other  States, 
constituting  a  consolidated  corporation  of  twi^  three,  four,  or  Mve  States  and, 
therefore,  in  a  sense  of  each  of  those  States,  and  thereby  subjecting  its(>If  to 
regulation  by  each  of  such  States.  In  such  cases  the  courts  adopt  the  theory 
that  while  there  is  a  single  body  of  stockholders,  ncvcrtlioles-;  there  is  a  sep- 
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arate  and  distinct  corporation  in  each  of  tlie  States,  and  tliat  each  State  has 
complete  control  over  such  corporation. 

Interesting  illustrations  of  the  foregoing  observations  are  afforded  by  the 
following  cases:  Oregon  Railway  Co.  v.  Oregonian  Railway  Co.  (130  U.  S.,  1), 
where  a  British  corporation,  owning  and  operating  under  the  laws  of  Oregon, 
a  railway  in  Oregon,  had  the  power  under  its  British  charter  to  lease  that 
railway  to  another  corporation,  but  such  lease  was  held  invalid  because  the 
laws  of  Oregon  conferred  no  power  on  such  owning  company  to  make  a  lease 
of  the  railway  to  any  other  company,  and  because  the  lessee,  an  Oregon  cor- 
lioration,  was  without  power  under  the  Oregon  law  to  become  such  lessee ; 
St.  Louis,  Vandalia  &  Terre  Haute  R.  R.  Co.  v.  Terre  Haute  &  Indianapolis 
R.  R.  Co.  (145  U.  S.,  393),  where  an  Illinois  company  owning  and  operating, 
under  the  laws  of  Indiana,  a  railroad  in  Indiana  had  power  under  the  laws 
of  Illinois  to  make  a  lease  of  the  railroad  to  another  company,  but  such  a 
lease  was  held  not  to  be  authorized  by  the  laws  of  Indiana,  and  it  was  also 
found  that  the  lessee,  an  Iniliana  company,  had  no  power  under  the  Indiana 
laws  to  become  lessee;  Briscoe  v.  Southern  Kansas  Ry.  Co.  (40  Fed.,  273), 
where  it  was  held  that  a  corporation  of  the  State  of  K;insas.  owning  under 
an  act  of  Congress  a  railroad  in  the  Indian  Territory,  had  no  authority  to 
make  a  lease  of  that  railroad  to  another  company,  because  Congress  had  not 
authorized  the  making  of  such  lease,  although  the  laws  of  Kansas  did  confer 
su'-h  authority. 

In  addition  to  these  various  methods  whereby  railroad  companies  have  ex- 
panded so  as  to  provide  the  public  with  the  railroad  systems  now  in  existence, 
It  sometimes  happens  that  a  company  lacks  the  power  either  from  the  State 
which  incorporated  it  or  from  the  other  State  into  which  it  wishes  to  extend  its 
system,  either  to  build  or  buy  or  lease  a  railroad  or  to  effect  a  consolidation ; 
but  the  State  in  which  It  is  incorporated  may  have  conferred  pow,er  upon  it  to 
acquire  the  stock  of  railroad  companies  of  other  States  and  then  the  expedient 
is  adopted  of  extending  its  system  into  that  State  through  the  means  of  acquir- 
ing the  stock  of  a  railroad  company  of  that  State  or  perhaps  through  the  medium 
of  operating  a  railroad  company  in  such  other  State  and  holding  all  of  the  latter 
company's  stock. 

The  Baltimore  &  Ohio  Southwestern  is  an  interesting  illustration.  The  Bal- 
timore »&  Ohio  owns  all  the  capital  stock  of  the  Baltimore  &  Ohio  Southwestern, 
but  can  not  acquire  the  property  of  the  latter  in  fee  simple,  or  even  take  a 
lease  of  it,  because  the  Baltimore  &  Ohio  Southwestern  is  a  consilidated  corpo- 
ration of  Indiana  and  Ohio  and  the  ludiana  law  does  not  admit  of  such  ac- 
quisition or  lease. 

The  State  of  Texas  prohibits  a  foreign  railroad  corporation  from  directly 
owning  or  operating  a  railroad  within  the  State,  necessitating  that  all  rail- 
road companies  owning  or  operating  railroads  in  that  State  be  State  corpora- 
tions. It  is  true,  not  only  of  railroads  which  lie  wholly  or  partly  in  Texas,  but 
as  to  railroads  only  having  a  nominal  mileage  within  the  State,  although  they 
may  have  a  very  large  mileage  without  the  State.  Under  these  conditions  the 
Texas  policy  compels  the  maintenance  of  a  separate  corporation,  with  separate 
corporate  organization  ,to  operate  a  mere  nominl  milege  in  the  Stte.  The  only 
important  exception  to  this  condition  in  Texas  is  the  Texas  &  Pacific  which  is 
owned  and  operated  under  a  Federal  charter. 

Of  course,  every  other  State  has  as  much  right  as  has  the  State  of  Texas 
to  adopt  such  a  general  policy.  If  every  State  adopted  such  a  policy.  It  would 
be  impossible  to  have  the  present  railroad  systems  extending  through  several 
States  under  the  same  ownership  and  operation. 

All  of  the  classes  of  procedure  which  I  have  mentioned  have  grown  out  of 
the  necessity  that  these  highways,  which  are  principally  for  the  carriage  of 
interstate  and  foreign  commerce  and  United  States  mails  and  troops  and  sup- 
plies, nnist  be  created  through  the  instrumentality  of  such  laws  as  happen  to 
be  afforded  by  individual  States. 

Out  of  the  necessities  of  this  condition  have  grown  many  statutes  which 
liave  been  passed  apparently  to  meet  special  conditions.  The  statute  makes 
elalK>rate  provision  for  .some  peculiar  state  of  case,  and  perhaps  successive 
statutes  make  provision  for  different  cases,  and  yet  the  provisions  seem  to 
overlap,  with  the  result  that  the  laws  respecting  the  i^owers  of  rai!ro;id  com- 
panies present  a  veritable  crazy  quilt  in  their  variations,  inconsistencies,  un- 
certainties, and  lack  of  imiformity. 

These  nudtitudinous  and  variegated  laws  present  numerous  pitfalls  for  the 
xinwary,  opportunities  for  litigation,  and  even  blackmail,  and,  as  was  pointed 
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out  by  the  Railroad  Securities  Commission,  afford  opportunities  for  manipula- 
tion whicli  would  not  exist  if  tliere  were  comprehensive  and  consistent  laws  for 
the  logical  development  of  railroad  svstems.  (Report  Securities  Commission, 
pp.  21,  31.) 

Again,  the  inability  of  a  railroad  company  under  the  present  patch-work  of 
State  laws  to  acquire  a  fee  simple  title  to  all  of  the  railroads  in  its  system 
frequently  operates  to  impair  the  value  of  its  bonds. 

For  example,  the  New  York  savings  bank  law  provides  that  in  order  for  a 
railroad  refunding  mortgage  to  be  a  savings  bank  investment  it  must  cover 
railroads  owned  by  the  raili'oad  company  in  fee  to  the  extent  of  25  per  cent 
more  than  is  covered  by  any  underlying  mortgage.  (Banking  law,  sec.  239, 
par.  (e).)  A  company  may  have  the  necessary  additional  mileage  in  a 
State  wliich  does  not  admit  of  ownership  in  fee,  and  which  therefore  must  be 
controlled  through  the  ownership  of  capital  stock  of  the  local  company ;  this 
mileage  can  not  be  used  for  the  purpose  of  the  additional  25  per  cent  whicli  is 
necessary  in  order  to  make  the  refunding  bonds  savings  bank  investments  in 
New  York.  This  inability  operates  to  impair  the  attractiveness  of  the  bonds 
as  an  investment  because  bonds  whicli  are  not  savings  bank  investments  do 
not  have  as  wide  a  market  as  those  whicli  are. 

STATE    LEGISLATION    AS    AFFECTING    MEKGEKS    AND    CONSOLIDATIONS. 

There  has  been  much  discussion  of  tlie  necessity  for  authorizing  the  merger 
by  consolidation,  lease,  or  otherwise  under  adequate  public  supervision  of  rail- 
road corporations  engaged  in  interstate  transportation.  Consideration  has 
apparently  proceeded  upon  the  assumption  that  the  repeal  of  the  Sherman  law, 
and  certain  provisions  of  other  congressional  acts,  so  far  as  they  are  applicable 
to  the  railroads,  would  remove  all  restrictions,  and  that  the  only  additional 
congressional  legislation  necessary  would  be  to  provide  for  additional  public 
supervision.  This  view  entirely  disregards  State  constitutional  and  statutory 
requirements  prohibiting  or  limiting  mergers,  consolidations,  purchases,  etc., 
and  State  antitrust  legislation  which  is.  in  uiosr  instances,  applicable  to  rail- 
roads and  frequently  more  stringent  than  Federal  antitrust  legislation. 

As  a  I'esult  of  a  somewhat  brief  examination  of  the  constitution  and  laws 
of  the  several  States  relating  to  the  subject  of  merger  and  consolidation,  I 
tind  that  a  substantial  majority  of  the  States  prohibit  merger  or  consolida- 
tion in  any  form  by  railroad  companies  owning  parallel  or  competing  lines. 
Some  few  States  authorize  mergers  or  consolidations  of  parallel  or  competing 
lines  where  the  railroad  or  public  service  commission  of  the  State  finds  that 
such  merger  or  consolidation  are  either  in  the  public  interest,  or  are  not  detri- 
mental to  the  public  interest. 

Because  the  subject  is  dealt  with  under  different  titles  it  may  be  possible 
that  my  compilation  is  not  entirely  free  from  error,  but  it  is  sufficiently  ac- 
curate for  the  purpose   for  which   it   is   presented. 

In  the  States  of  Arizona,  Arkansas,  California,  Colorado,  Georgia,  Idaho, 
Illinois,  Indiana,  Iowa  with  certain  (|ualifications,  Kentucky,  Louisiana.  Mich- 
igan, Minnesota,  Missouri,  Mississippi,  Montana,  Nebraska,  Massachusetts  if 
both  lines  enter  Boston ;  North  Dakota,  North  Carolina.  Ohio,  as  to  consoli- 
dated corporations ;  Oklahoma,  Oregon,  Pennsylvania,  South  Dakota,  South  Car- 
olina, Tennessee,  Texas,  Utah,  Virginia,  Wisconsin,  West  Virginia,  and  Wash- 
ington, consolidations  of  parallel  or  competing  lines  is  prohibited. 

In  the  following  States  State  laws  api)arently  authorize  or  permit  con- 
solidations, even  though  the  lines  to  be  consolidated  are  parallel  or  compet- 
ing: Alabama,  Delaware,  Nevada,  New  IMexico,  Wyoming,  Connecticut  if 
charter  so  provides;  Florida,  Kansas,  Maine,  Massachusetts  unless  both  lines 
enter  Boston  ;  New  Jersey,  and  New  York,  on  approval  of  railroad  or  public 
utilities  commission ;  New  Hampshire,  on  approval  of  supreme  court  of  the 
State;  Ohio,  unless  one  of  the  corporations  proposing  to  consolidate  is  a 
consolidated  corporation;  Vermont,  by  judicial  sale. 

In  the  States  of  California.  Connecticut,  Illinois,  ;Maine,  Mai-yland,  possibly 
Massachusetts,  New  Jersey,  New  York,  and  Pennsylvania,  all  iierniissible  con- 
solidations must  have  the  approval  of  the  public  service  or  railroad  commission. 
In  New  Hampshire  there  must  be  approval  by  the  supreme  court  of  the  State. 

State  statutes  authorizing  or  jiennitting  consolidations  have  no  uniform 
basis,  and  the  requirements  to  be  complied  with  in  order  to  consolidate  are  not 
harmonious.  The  most  common  basis  is  that  the  railroad  corporations  propos- 
ing to  consolidate  have  physical  connections  permitting  the  passing  of  trains 
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from  the  rails  of  one  to  the  rails  of  the  other.  Not  infrequently,  however,  there 
is  an  additional  limitation  such  as  that  physical  connection  must  be  at  the 
State  line. 

In  view  of  these  varying  and  conflicting  requirements  and  the  positive  terms 
of  State  antitrust  and  antimerger  legislation,  no  scheme  of  merger  or  con- 
solidation can  be  made  effective,  or  rendered  uniform,  except  by  legislation 
enacted  by  Congress  specifically  authorizing  such  mergers  and  consolidations 
as  are  deemed  desirable,  outlining  the  procedure  necessary  to  accomplish  the 
same,  and  fixing  the  extent  and  character  of  the  public  supervision  necessary 
in  the  public  interest. 

CONFLICT    BETWEEN     STATE    AND    NATIONAL    AUTHORITY    IN    EEGULATION    OF    RATES 

AND   FARES. 

Of  the  thousands  of  railway  trains,  freight  and  passenger,  operated  each  day 
in  the  United  States,  except  as  to  suburban  service,  99  per  cent  or  more  are  en- 
gaged indiscriminatel.y  and  concurrently  in  the  transportation  of  persons  and 
property  in  interstate  and  intrastate  commerce.  Of  the  freight  transported 
over  the  railways  of  the  United  States,  about  80  per  cent  of  the  tons  1  mile 
are  moved  in  interstate  conunerce  and  about  15  per  cent  in  intrastate  com- 
merce. Practically  ever.v  freight  train,  in  ever.v  journe.v,  carries  both  State 
and  interstate  freight,  sometimes  in  different  cars  and  sometimes  in  the  same 
car.  The  average  freight  train  consists  probabl.v  of  35  cars,  24  loaded  and  11 
empty.  Of  the  loaded  cars,  on  an  average  of  20  are  loaded  with  commodities 
moving  in  interstate  commerce,  2  with  commodities  moving  in  intrastate  com- 
merce, and  2  with  commodities  moving  in  both  interstate  and  Intrastate  com- 
merce. The  empty  cars  are  lieing  hauled  to  accommodate  interstate  and  intra- 
state transportation  somewhat  in  proportion  to  the  movement  of  commodities 
in  interstate  and  intrastate  commerce  respectively. 

All  of  the  freight  in  these  trains,  whether  interstate  or  intrastate,  is  drawn 
over  the  same  road,  by  the  same  engines,  and  carried  in  the  same  or  similar 
cars.  Compensation  for  hauling  the  interstate  freight  in  the  20  cars  and  that 
part  thereof  mixed  with  intrastate  freight  in  2  cars  is  prescribed  by  one 
authorit.v,  on  one  basis,  and  at  one  rate,  and  the  compensation  for  moving  the 
intrastate  freight  in  the  2  cars  and  that  mixed  with  the  interstate  freight  in  the 
2  cars  is  prescribed  and  regulated  by  another  authority  upon  another  basis  and 
at  a  different  rate. 

The  revenues  received  from  State  and  interstate  transportation  of  passen- 
gers are  about  equal.  Passengers,  both  State  and  interstate,  are  found  in 
practically  every  coach,  every  chair  car,  and  every  Pullman  car  of  every  train. 
They  enjoy  identically  the  same  facilities  and  service  and  make  a  common  use 
of  every  dollar's  worth  of  property  employed  in  the  passenger  transportation 
service.  Notwithstanding  this,  the  fare  for  hauling  the  interstate  passenger, 
as  fixed  after  full  hearing  by  the  Interstate  Commerce  Commission  in  the 
central  western  States,  is  from  2.4  to  3  cents  per  passenger  per  mile,  while  the 
fares  established  by  State  authorities  in  the  same  States  are  almost  uniformly 
2  cents  per  passenger  per  mile. 

The  interstate  passenger  can  never  be  made  to  understand  why  the  State 
passenger  should  pay  only  2  cents  per  mile  for  the  same  facility  and  service 
for  which  he  pays  2.4  to  3  cents  per  mile.  This  disparity  exists,  not  only  be- 
tween passengers  who  ride  on  different  trains,  but  passengers  who  ride  upon 
the  same  train  and  in  the  same  seat  on  the  same  train.  The  interstate  pas- 
senger is  convinced  be.vond  controversy  that  he  is  being  discriminated  against 
and  that  he  will  be  justified  in  going  to  any  extreme  to  avoid  the  payment  of 
25  to  50  per  cent  more  for  transportation  service  than  is  contemporaneously 
paid  for  the  same  service  by  the  State  passenger.  He,  therefore,  purchases 
his  ticket  to  the  first  station  across  the  State  line  at  which  the  train  stops, 
gets  off  and  purchases  a  ticket  to  his  destination  within  the  State,  or,  if 
going  across  the  State,  to  the  nearest  State-line  station  on  the  opposite  side 
thereof,  and  in  either  event  at  the  State  rate  of  2  cents  per  mile,  and  thereby 
deprives  the  railroad  company  of  its  lawfully  established  interstate  fares. 
This  practice  was  in  full  swing  when  the  railroad  properties  were  taken  over 
by  the  Director  General,  and  as  a  result  thereof  there  were  enormous  losses 
in  interstate  passenger  revenue,  apparent  increase  in  State  passenger  revenue, 
and  a  practical  nullification  of  the  passenger  fares  prescribed  by  the  Interstate 
Commerce  Commission  by  a  very  substantial  percentage  of  the  passengers 
traveling  interstate. 
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The  railroads  serving  tlie  territory  involved  applied  to  the  State  authorities 
of  the  several  States  and  secured  no  relief  except  from  the  Missouri  com- 
mission, which  placed  intrastate  fares  substantially  on  a  parity  with  those 
established  by  the  Interstate  Commerce  Commission  for  interstate  transporta- 
tion applicable  to  Missouri. 

Some  of  the  States  gave  all  encouraseuient  possible  to  such  evasion  of  inter- 
state fares  by  requiring:  or  endeavorinji  to  require  the  building  of  State  line 
depots  and  stopping  of  all  trains  at  stations  nearest  the  State  line,  and  by 
such  other  means  as  could  be  made  available.  Congress  gave  no  protection 
to  the  carriers  in  their  efforts  to  enforce  interstate  fares.  It  has  penalized 
the  avoidance  of  the  payment  of  duly  established  interstate  freight  charges, 
but  has  left  the  carriers  practically  without  protection  as  to  interstate  passen- 
ger fares. 

The  conditions  above  cited  are  particiilarly  applicable  to  what  are  known  as 
the  Central  Western  States,  including  Illinois.  Iowa,  Wisconsin.  Nebraska, 
Minnesota,  Kansas,  and  Oklahoma,  but  are  more  or  less  duplicated  wherever 
there  is  a  substantial  difference  between  State  and  interstate  passenger  fares. 

Similar  discriminations  prevail  in  the  freight-rate  structure,  but  because 
of  the  multiplicit.v  of  rates  and  classifications  can  not  be  concisely  demonstrated. 

Without  inquiry  as  to  which  authority,  State  or  national,  has  prescribed  a 
reasonable  rate,  or  the  more  reasonable  rate,  every  one  must  agree  there  can 
be  no  justification  for  the  discrimination  in  charges  above  illustrated.  Such 
discrimination  is  radical,  the  interstae  fares  being  from  20  to  50  per  cent 
in  excess  of  State  fares,  this  difference  being  sufficient,  if  the  State  fares  are 
too  low,  not  only  to  seriously  impair  the  revenues  of  the  companies,  but  to 
constitute  very  substantial  burdens  on  interstate  connnerce.  These  discrimi- 
natons  can  be  avoided  only  by  placing  the  supreme  rate-controlling  authority 
in  one  tribunal.  That  can  not  be  a  State  tribunal,  because  there  are  48  States 
to  be  dealt  with.  It  nnist,  therefore,  be  a  national  tribunal,  and  it  should  be  a 
national  tribunal  because  85  per  cent  of  the  freight  traffic  movement  is  in  inter- 
state and  foreign  commerce  and  77  per  cent  of  all  traffic  moved,  measured  by 
the  revenues  received  therefrom,  is  in  interstate  and  foreign  connnerce. 

The  so-called  remedy  against  discrimination  by  proceedings  before  the 
Interstate  Commerce  Commission  is  wholly  inadequate.  It  is  too  limited  in 
scopt'  to  afford  substantial  relief.  The  right  to  .iudicial  relief  is  also  wholly 
inadequate.  The  difficulty  of  establishing  the  value  of  the  property  employed 
in  the  transportation  service  and  the  apportionment  of  such  value,  and  the 
expense  of  conducting  the  business  as  between  the  freight  and  passenger 
service.  State  and  and  interstate  freight  service.  State  and  interstate  passenger 
service,  and  as  between  passenger  transportation  and  mail  and  express  is 
insuperable.  When  only  a  single  rate  or  a  few  rates  are  involved  it  is  almost 
a  folly  to  undertake  to  secure  judicial  relief.  We  can  have  uniform  and  non- 
discriminatory rates  and  fares  only  by  having  those  rates  and  fares  prescribed 
by  one  tribunal. 

EXKKCISE  OF  THK  POWER  OK  EMINENT  DOMAIN. 

The  exercise  of  the  power  of  eminent  domain  for  condemnation  of  property 
necessary  in  the  public  service  is  an  impoi-tant  franchise.  Under  existing  con- 
ditions a  railroad  company  is  dependent  for  the  exercise  of  this  power  exclu- 
sively upon  the  law  of  the  particular  State  in  which  the  power  is  to  be  exer- 
cised. The  laws  of  the  several  States  traversed  by  any  important  carrier  are 
by  no  means  uniform.  Sometimes  the  power  is  full  and  complete;  in  other 
instances  there  is  an  absence  of  power  to  condenm  for  change  of  line,  or  for  a 
branch  line,  and  in  still  other  instances  the  power  is  vague  or  questionable  as 
to  the  right  to  condemn  lands  for  depots,  side-tracks  or  terminal  facilities.  In 
sev(n*al  States  the  power  of  eminent  domain  may  be  exercised  only  by  a 
corporation  of  that  State  or  with  the  permission  of  the  Public  Utilities  Com- 
mission. It  not  infrequently  happens  that  a  railroad  company  incorporated 
under  the  laws  of  the  State  may  acquire  fee-simple  title  to  a  railroad  located 
in  another  State,  and  yet,  after  acquiring  such  property,  becau.se  it  is  a  for- 
eign corporation  in  the  latter  State,  is  without  power  to  exercise  the  right  of 
eminent  domain.  In  some  cases  this  right  is  given  upon  condition  of  acceptance 
of  local  statutes  which  are  arbitrary,  unnecessarily  burden.soine,  and  believed 
to  be  contrary  to  the  Constitution  of  the  T'nited  States;  for  instance,  in  Louis- 
iana an  act  was  passed  in  1908  (act  297.  p.  440.  laws  of  1908)  making  the 
right  to  exercise  the  power  of  eminent  domain  dependent  upon  the  railroad 


EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS.         543 

conipiuiy  niaintiiininfj;  repair  shops  within  the  State,  and  requiring  renovating 
or  rebuildinj,'  in  those  sliops  any  or  all  defective,  broken  cars,  coaclies,  locomo- 
tives, or  other  eqnipnient  in  the  State,  and  also  probably  (althouuh  there  is 
some  doubt  as  to  this)  dependent  upon  the  railway  company  maintaining  in 
tlie  State  shops  sudicient  to  do  this  work. 

In  many  States  tlie  power  of  eminent  domain  can  he  exercised  oidy  by  a  cor- 
poration organized  under  tlie  laws  of  that  State,  requiring  in  effect  tiie  rein- 
corporation of  every  railroad  company  acquiring  or  constructing  a  line  of  rail- 
road within  the  State  under  the  laws  of  the  State. 

UNNECESSAKY    DUPLICATION    OF    KAILKOAD    FACILITIES. 

Section  5  of  the  plan  submitted  on  behalf  of  the  Association  of  Railway 
Executives  is  as  follows : 

"No  new  or  branch  lines  of  railroad  or  large  and  expensive  terminals  should 
be  constructed  unless  a  certificate  of  public  convenience  and  necessity  is  first 
obtained  from  the  secretary  of  transportation." 

It  must  be  admitted  that  it  is  contrary  to  tlie  public  interest  that  there  should 
be  indiscriminate  duplication  of  railroad  facilities,  whether  roadway  or 
terminal.  JNIost  of  the  States  have  failed  to  impose  any  limitation  against 
such  duplication ;  in  fact,  it  may  be  said  that  many  States  encourage  such 
duplication,  the  only  limitatir>n  being  the  ability  of  the  promoter  to  raise  the 
necessary  money.  The  failure  of  roads  or  facilities  constructed  as  a  duplica- 
tion results  in  injuring  railroad  credit  generally,  and  the  existence  of  such 
roads  results  in  the  impairment  of  the  earning  power  of  other  railroads  which 
are  highways  of  interstate  and  foreign  commerce.  For  the  present  the  United 
States  has  no  representation  in  determining  whether  an  additional  railroad 
or  expensive  terminal  ouglit,  or  ought  not,  to  be  built.  The  matter  is  left  to 
chance,  depending  upon  whether  the  particular  State  in  which  the  railroad 
or  terminal  facilities  is  to  be  built  does,  or  does  not,  provide  for  supervision. 
In  some  of  the  States  no  new  i-ailroad  can  be  built  unless  the  Public  Utilities 
Commission  gives  a  certificate  that  such  railroad  is  a  public  necessity  or  will 
promote  the  puldic  convenience.  In  the  following  States  there  are  no  require- 
ments of  certificates  of  public  necessity  or  public  convenience : 

Alabama,  Arizona,  California,  Colorado,  Delaware,  Florida,  Idaho,  Iowa, 
Indiana,  Kentucky,  Louisiana,  Michigan,  Minnesota,  Mississippi,  Montana, 
Nebraska,  Nevada,  New  Mexico,  North  Carolina,  North  Dakota,  Oklahoma, 
Ohio,  Oregon,  Rhode  Island,  South  Carolina,  Tennessee,  Texas,  Utah,  Wash- 
ington. West  Virginia,  Wyoming  (31). 

Certificates  of  convenience  and  necessity  from  some  public  tribunal  are  re- 
quired in  the  following  States: 

Illinois,  aiaine,  Massachusetts,  New  Hampshire,  Pennsylvania,  Wisconsin, 
Kansas,  Maryland,  Missouri,  New  York,  Vermont  (11). 

In  Arkansas  there  must  be  a  certificate  from  certain  officials  that  "  it  is  to 
the  interest  of  the  public  that  such  company  should  be  invested  with  corporate 
powers." 

In  Connecticut  there  is  a  provision  authorizing  the  construction  of  branch 
lines  which  a  judge  of  the  Superior  Court,  upon  application  and  published  notice, 
"  may  order  to  be  of  public  interest  and  convenience." 

In  Virginia  the  consent  of  the  Commission  is  required  for  the  construction, 
purchase,  or  lease  of  cut-offs  or  connecting  lines  not  exceeding  40  miles  in 
length,  to  be  given  only  when  the  Commission  is  of  the  opinion  that  the  cut-olT 
or  connecting  line  will  make  the  transportation  of  traffic  between  the  two 
points  more  efficient  and  economical. 

In  (leorgia  an.d  South  Dakota  there  are  restrictions  upon  the  right  of  new 
companies  to  parallel  existing  railroads  within  certain  limits  (10  miles  and  8 
miles  respectively). 

Except  in  the  respects  mentioned,  there  appear  to  be  no  restrictions  in 
Arkansas,  Connecticut,  Virginia,  Georgia,  and  South  Dakota  on  the  subject. 

NECESSITY  FOR   ADDITIONAL   CAPITAL   AND  THE  BURDENS   IMPOSED   BY   STATE 
REGULATION   UPON    SECURING   SAME. 

Upon  the  return  of  the  property  of  the  railroad  companies  to  their  owners 
there  will  be  an  overwhelming  necessity  for  raising  without  delay  a  large 
amount  of  additional  capital.  Such  capital  must  be  raised,  not  only  for  the 
purpose  of  meeting  capital  obligations  incurred  during  Federal  control,  but  for 
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the  enlargement  and  improvement  of  railroad  facilities  generally.  The  enlarge- 
ments and  improvements  primarily  referred  to  are  those  necessay  to  he  made  to 
existing  railroads,  snch  as  donble  tracking,  revision  of  grades,  additional  side 
and  passing  tracks,  enlargement  of  yard,  terminal  and  shop  facilities,  all  neces- 
sary in  the  pul)lic  interest  in  oi'der  that  the  companies  may  keep  abreast  of 
the  development  of  the  traffic  of  the  country.  All  this  can  not  be  accomplished 
■without  raising  a  very  large  amount  of  additional  capital.  It  is,  therefore,  of 
vital  importance  that,  so  far  as  it  is  possible  to  do  so  by  Congressional  legisla- 
tion, the  carriers  should  be  relieved  of  all  unnecessary  burdens  and  embarrass- 
ments in  the  way  of  raising  such  new  capital. 

Generally  speaking,  the  only  manner  in  which  railroad  companies  can  raise 
new  capital  is  to  induce  the  public  to  buy  stock  issued  by  them,  or  lend  money 
on  bonds  issued  by  them. 

The  power  of  railroad  companies  to  issue  such  stocks  and  bonds  unhampered 
by  conflicting  and  burdensome  legislation  is  a  matter  of  very  great  importance. 
Since  the  railway  companies  are  with  one  or  two  exceptions  State  corporations, 
it  is  necessary  to  look  to  the  State  laws  for  the  power  to  issue  stocks  or 
bonds,  and  here  we  encounter  a  great  variety  of  methods  and  from  time  to  time 
serious  embarrassment. 

POWER    TO    ISSUE    AND    SELL    STOCK. 

Each  railroad  company  must  find  in  the  statutes  of  the  State  creating  it 
authority  to  issue  additional  capital  stock  and  must  be  guided  by  the  law  of 
such  State  as  to  the  method  of  disposition  thereof.  The  amount  of  stock  which 
a  railroad  conipany  may  issue  is  generally  fixed  in  its  articles  of  incorpora- 
tion and  when  the  amount  so  fixed  is  issued  it  can  not  issue  additional  stock 
imless  the  State  law  provides  a  method  for  increasing  the  charter  issue.  Such 
provisions  are  usual,  though  not  to  be  found  in  all  cases,  but  the  methods 
by  which  such  increases  may  be  accomplished  vary  widely,  although  they  have 
one  common  requirement;  that  is,  that  such  additional  stock  must  be  author- 
ized at  a  stockholders'  meeting.  Length  of  notice  to  be  given  of  the  holding 
of  a  meeting  to  authorize  such  stock  and  the  majority  required  to  authorize 
the  same  are  widely  variant. 

When  a  company  is  a  consolidated  corporation  of  two  or  more  States  the 
procedure  may  be  substantially  different  in  each  of  the  States,  and  such  as 
to  render  the  authorization  of  an  increase  practically  impossible. 

In  nearly  every  State  existing  legal  restrictions  constitute  in  practical  effect 
a  prohibition  upcm  a  company  selling  its  stock  below  par,  in  some  cases  by 
statute,  and  in  others  as  a  result  of  the  imposition  of  liability  to  creditors 
wh^M-e  stock  is  sold  below  par,  generally  rendering  it  impossible  to  raise 
money  by  the  sale  of  stock  where  such  stock  is  selling  below  par.  Some  States, 
notably  Massachusetts,  Maine,  and  New  Hampshire,  not  only  prohibit  the  sale 
of  stock  below  par,  but  also  prohibit  the  sale  of  stock  below  its  fair  market 
price.  For  example,  the  stock  of  a  railroad  company  may  be  selling  at  120, 
and  it  may  issue  additional  capital  stock  to  obtain  money  for  needed  im- 
provements. The  conunission  will  not  approve  an  issue  unless  it  is  to  be 
sold  at  a  price  not  less  than  120.  When  the  additional  stock  is  offei'ed  it 
operates  to  depress  the  market  value  below  120,  thereby  making  it  impossible 
to  sell  the  stock.  Tlie  operation  of  such  statutes  seriously  hampers  the  finan- 
cing of  railroad  eomi)anies  through  the  issuing  of  stock.  Undoubtedly  the 
theory  and  method  of  enforcing  State  laws  relating  to  fhe  issuance  and  dis- 
position of  stttck  are  calculated  to  discourage  financing  through  stock,  whereas 
every  encouragement  should  be  offered  to  this  more  l>euefiicial  form  of  finan- 
cing, because  it  is  undoubtedly  in  the  interest  of  the  public  tliat  railroad 
companies  raise  money  by  selling  stock  rather  than  by  selling  bonds. 

If  a  railroad  company  raises  an  undue  proportion  of  its  capital  by  selling 
bonds  it  becomes  top-heavy  with  debt,  the  margin  of  earnings  in  excess  of 
interest  charges  becomes  too  small,  the  company's  creilit  is  thereby  impaired, 
and  in  times  of  depression  this  margin  of  safety  disappears,  fhe  company  he- 
comes  insolvent,  and  its  ability  to  render  public  service  is  hampered.  On 
the  other  hand,  if  a  company  raises  its  money  by  the  sale  of  stock  it  incurs 
no  debt  whatever,  does  not  increase  its  fixed  charges,  and,  if  it  spend  the 
money  which  it  derives  from  the  sale  of  its  stock  wisely,  thereby  increases 
the  margin  of  safety,  improves  its  credit,  and  renders  insolvency  much  more 
remote. 
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This  would  seem  to  indicate  the  imperative  necessity  of  Congress  dealing 
with  this  subject  by  legislation  which  will  supersede  and  exclude  conflicting 
State  requirements. 

POWEE  TO  ISSUE  PBEFERRED  STOCK. 

One  form  of  financing  is  by  issue  of  preferred  stock.  Frequently  a  company 
can  not  sell  its  common  stock  to  good  advantage  and  yet  it  can  sell  a  reasonable 
amount  of  preferred  stock ;  in  other  words,  stock  in  respect  to  which  It  is  pro- 
vided dividends  of  a  specified  percentage  shall  be  paid  before  any  dividends 
are  paid  on  the  common  stock.  Such  preferred  stock  does  not  create  an  in- 
debtedness or  fixed  charge  because  dividends  thereon  are  payable  only  when 
earned.  Therefore,  an  issue  of  preferred  stock  does  not  reduce  the  company's 
margin  of  safety  or  have  any  of  the  unfavorable  consequences  which  arise 
from  an  undue  proportion  of  indebtedness. 

Notwithstanding  the  raising  of  money  by  the  issuing  of  preferred  stock  is 
in  many  respects  more  favorable  to  the  company  than  the  raising  of  money 
by  issue  of  bonds,  the  difficulties  in  the  way  of  issuing  such  stock  are  much 
greater  than  those  in  the  way  of  issuing  bonds  and  the  corporation  is  dis- 
couraged thereby  from  raising  its  money  through  preferred  stock  issues,  and 
is  encouraged,  if  not  forced,  to  raise  it  through  bond  issues. 

Several  States  appear  to  have  no  provision  at  all  for  the  issue  of  preferred 
stock.  Among  these  are  Arizona,  Colorado,  Florida,  Georgia,  Nebraska,  Ne- 
vada, New  Mexico,  Oklahoma,  Oregon,  and  Washington.  Illinois  has  no  ex- 
press provision  for  the  issue  of  preferred  stock,  except  in  case  of  consolidated 
corporations.  This  exceptional  treatment  in  Illinois  is  an  illustration  of  legis- 
lation passed  to  deal  with  some  special  case  rather  than  with  the  general  needs 
of  the  railroad  situation. 

It  is  not  impossible  that  in  a  State  which  makes  no  provision  authorizing 
the  issuance  of  preferred  stock,  that  provision  therefor  may  be  made  in  the 
original  articles  of  incorporation  or  original  by-laws.  In  England  a  company 
whose  articles  of  incorporation  do  not  provide  for  preferred  stock  may,  never- 
theless, without  unanimous  consent  of  the  stockholders,  alter  the  articles  and 
provide  for  the  issue  thereof,  since  that  is  better  for  the  stockholders  than  the 
creation  of  a  debt,  but  in  this  country,  in  the  absence  of  provision  in  the  origi- 
nal articles  of  incorporation  or  by-laws,  it  seems  to  be  the  established  doctrine 
that  no  such  issue  of  preferred  stock  can  be  made  except  by  unanimous  con- 
sent of  all  stockholders.  We  should  remember  that  indebtedness  may  be  in- 
curred or  bonds  issued,  perhaps,  by  a  mere  majority  vote  of  the  board  of 
directors,  but  the  more  beneficial  form  of  financing,  through  the  issue  of  pre- 
ferred stock,  is  in  such  cases  inadmissible  except  by  the  unanimous  consent 
of  all  stockholders. 

In  the  States  which  make  provision  by  law  for  the  issue  of  preferred  stock 
we  find  a  great  variety  of  provisions.  Missouri  and  Wyoming,  while  contem- 
plating the  issue  of  preferred  stock,  require  the  unanimous  consent  of  the 
stockholders,  which  necessarily  operates  to  make  such  an  issue  almost  an  im- 
possibility. Kansas  and  Minnesota  require  a  three-fourths  vote  in  order  to 
authorize  the  issuance  of  preferred  stock.  Alabama,  Connecticut,  Idaho,  Iowa, 
Kentucky,  Massachusetts,  New  York,  North  Carolina,  Tennessee,  Vermont,  and 
Wisconsin  require  a  two-thirds  vote,  while  Indiana,  Michigan,  Pennsylvania, 
and  Utah  require  only  a  majority  vote. 

We  find  like  variation  in  the  limitation  of  the  amount  of  preferred  stock  that 
may  be  issued.  Some  States  limit  such  amount  to  two-thirds  of  the  actual 
capital  paid  in  cash  or  property  (Alabama,  Delaware,  Idaho,  New  Jersey,  and 
Ohio)  ;  Montana  two-thirds  of  actual  capital  paid  in  cash;  and  Tennessee  two- 
thirds  of  the  total  capital  stock  authorized  by  charter.  Indiana  limits  the 
issue  of  preferred  stock  to  one-half  of  the  corporation's  capital;  Iowa  to  the 
bonded  debt  and  $10,000  per  mile  of  completed  road ;  Massachusetts  to  twice  the 
outstanding  common  stock;  Wyoming  to  an  amount  not  exceeding  the  common 
stock;  and  possibly  pro  rata  with  the  common  stock.  Here,  therefore,  is  a 
method  of  financing  which  is  of  paramount  importance,  and  which  is  solely  in 
the  public  interest,  and  yet  the  power  to  resort  to  this  method  of  financing 
depends  upon  the  accidental  circumstances  of  whether  the  particular  articles  of 
incorporation  provide  for  it,  or  whether  the  laws  of  the  State  in  which  the 
company  is  incorporated  expressly  cover  it,  or  whether  the  procedure  prescribed 
by  those  laws  is  practicable  or  impracticable.  A  consolidated  corporation  may 
have  the  power  to  issue  preferred  stock  in  one  State  and  not  in  another. 
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Here  also  are  possibilities  of  confusion  in  State  laws.  This  may  be  Illus- 
trated by  a  condition  which  obtained  a  few  years  ago,  but  which  has  since  been 
remedied  by  State  legislation.  The  New  York.  New  Haven  &  Hartford  Rail- 
road Co.  is  a  corporation  of  Connecticut  and  also  has  a  Massachusetts  charter. 
The  statutes  of  Massachusetts  expressly  require  that  new  stocli  must  be  first 
offered  to  existing  stockholders.  The  Connecticut  statutes  were  silent  on  the 
subject.  The  New  Haven  Co.  issued  convertible  bonds  which  provided  that 
if  new  stock  were  issued  the  convertible  bondholders  should  have  the  right  to 
subscribe  to  such  pro  rata  along  with  the  stockholders.  Since  this  provision 
was  authorized  by  the  stockholders,  it  was  valid  in  Connecticut,  as  the  common 
law  provision  was  simply  for  the  protection  of  stockholders  and  might  be 
waived  by  them.  But  since  the  Massachusetts  statute  positively  required  all 
the  new  stock  to  be  offered  to  the  original  stockholders,  a  deadlock  was  thereby 
created  which  prevented  the  issue  of  new  stock  by  the  New  Haven.  The  com- 
pany could  not  offer  the  new  stock  exclusively  to  existing  stockholders  without 
violating  the  covenant  in  the  convertible  bonds.  The  company  could  not  com- 
ply with  the  covenant  in  the  convertible  bonds  without  violating  the  statute  of 
of  IVIassachusetts.  Recently  the  Massachusetts  Legislature  has  changed  the 
law,  and  has  thus  put  an  end  to  this  deadlock.  But  the  illustration  is  still 
useful  as  showing  that  under  present  conditions  the  opportunity  of  a  railroad 
company  to  do  financing  needed  in  the  public  interest  is  subject  to  handicaps 
of  this  character  at  the  option  of  a  State  without  the  concurrence  of  other 
States  equally  interested  and  without  the  concurrence  of  the  Federal  Govern- 
ment, which  has  the  greatest  interest  of  all. 

POWER   TO    BORROW    MONEY. 

When  ;i  company  can  not  raise  the  capital  It  needs  by  the  issue  of  common 
or  preferred  stock,  it  has  to  do  so  by  borx-owing  money,  and  by  giving  some 
character  of  promise  to  pay  the  money  at  some  fixed  time.  Ordinarily,  these 
promises  to  pay  are  known  as  railroad  bonds  and  usually  have  a  long  time  to 
run,  rarely  less  than  30  years,  and  frequently  50  jears  or  100  years.  If  the 
maturity  is  for  a  much  shorter  period,  from  one  year  to  ten  years,  the  promises 
to  pay  are  frequently  referred  to  as  notes. 

The  right  to  bori-ow  money  to  carry  on  the  business  and  to  give  promises  to 
repay  the  loan  at  maturity,  is  generally  an  implied  light  in  any  corporation,  at 
least  in  cases  where  the  promises  to  pay  are  not  secured  by  the  mortgage  or 
pledge  of  any  of  the  property  of  the  company. 

A  railroad  bond,  as  generally  understood,  is  simply  a  promise  under  seal  to 
pay  a  debt  at  maturity,  so  that  in  the  absence  of  any  statutory  restriction  a  rail- 
road corporaticm  has  an  implied  right  to  issue  bonds  just  as  it  has  the  implied 
right  to  incur  indebtedness.  The  power  to  issue  bonds  secured  by  morjtgage 
involves  additional  questions  which  will  be  discussed  later. 

But  in  many  instances  the  power  to  create  indebtedness  or  to  issue  bonds  to 
pay  the  same  is  limited  by  statute  of  the  State  creating  the  corporation,  and, 
as  nught  be  expected,  these  limitations  are  far  from  uniform  and  a  times  are 
far  from  clear. 

In  some  States  there  appears  to  be  no  limitation  as  to  the  amount  of  indebted- 
ness, other  than  the  discretion  of  the  board  of  directors.  In  some  States  the 
amount  of  indebtedness  must  be  fixed  by  the  stockholders;  by  a  majority  of 
stock  in  Alabama,  Colorado,  and  Tennessee;  by  a  majority  of  stock  of  each 
class  In  Maryland ;  by  a  majority  of  stock  at  the  meeting,  for  Vermont  and  Vir- 
ginia ;  by  two-thirds  of  the  stock  in  California,  Nevada,  North  Dakota.  Texas, 
and  West  Virginia ;  by  two-thirds  of  the  stock  at  the  meeting,  in  Georgia ;  by 
three-fourths  of  the  stock  on  60  days'  notice  as  to  income  bonds,  in  Tennessee; 
by  two-thirds  of  stock  as  to  a  consolidated  company  in  Ohio,  although  by  a 
majority  of  stock  as  to  other  companies.  These  are  only  summary  suggestions 
as  to  the  variations,  and  possibilities  of  variations,  in  the  State  laws,  on  this 
subject. 

In  other  States,  the  amount  of  indel)tcdness  rests  entirely  with  the  Kailroad 
or  Utilities  Commission  (Arizona,  California,  Georgia.  ]\Iaine.  ^Maryland.  Michi- 
gan. New  York.  Ohio,  and  Vermont)  ;  in  some  States  the  amount  of  indebtedness 
is  limited  to  the  amount  of  authorized  stock  (Arkansas:  Missouri,  except  as  to 
acquiring  connecting  line;  Montana).  In  some  States  the  amount  of  indebted- 
ness is  limited  to  the  paid-up  capital  stock  (New  Jersey  and  perhaps  Wyoming)  ; 
in  others  the  indebtedness  is  limited  to  the  subscribed  capital  stock  (North 
Dakota  and  South  Dakota).     In  other  States  the  indebtedness  is  limited  to 
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double  the  full-paid  capital  stock  (Delaware  and  apparently  Massachusetts). 
In  Connecticut  the  indebtedness  is  limited  to  one-half  the  sum  certified  to  have 
been  spent  on  the  road.  In  Iowa  the  statutes  appear  conflicting,  but  the  court 
lias  reconciled  them  by  holdin.iz:  that  a  railroad  company,  for  purposes  of  original 
construction,  may  incur  indebtedness  up  to  $16,000  per  mile  of  single-track 
standard  gauge  and  beyond  this  figure  provided  the  indebtedness  does  not 
exceed  two-thirds  of  the  capital  stock ;  but  that  for  the  purposes  of  refunding 
debt  there  is  no  limit  upon  the  indebtedness  that  may  be  created.  In  Wisconsin 
the  indebtedness  nuist  bear  a  reasonable  proportion  of  the  stock ;  apparently 
the  commission,  without  further  definition,  must  determine  what  is  a  reasonable 
proportion.  In  Texas,  as  a  practical  matter,  bonds  can  not  be  issued  until  the 
railroad  is  built,  and  hence  it  is  almost  impossible  to  finance  a  railroad  ia 
Texas,  except  through  a  parent  corporation  of  sufficient  credit  domiciled  in 
another  State,  because  in  the  nature  of  things  the  money  has  to  be  raised  before 
the  railroad  is  built  in  order  to  get  the  railroad  built. 

A  curious  illustration  of  conflicting  laws  in  this  respect  was  afforded  by 
the  statutes  of  Kansas  and  Missouri.  The  Missouri  Pacific  Railway  Co.; 
as  it  existed  in  19(H).  was  a  corporation  of  both  Kansas  and  Missouri  and 
desired  to  issue  additional  bonds.  There  was  no  public  objection  to  the  issue 
of  the  bonds.  But  under  the  Missoiu'i  law  the  company  could  not  issue  these 
bonds  without  increasing  its  authorized  capital  stock  ;  and  under  the  Kansas 
law  the  Missouri  Pacific  h:id  the  power  to  issue  the  bonds  but  did  not  have 
the  power  to  increase  its  authorized  capital  stock.  Hence  the  company  was 
prevented  by  the  Kansas  law  from  doing  what  the  Missouri  law  required  and 
was  prevented  by  the  ^Missouri  law  from  doing  what  the  Kansas  lav\-  pei-- 
mitted.  As  a  result  of  this  deadlock  the  company  had  to  consolidate  with 
some  of  its  subsidiary  companies  and  form  a  new  corporation  with  an  author- 
ized capital  stock  sufficiently  large  to  admit  of  issuing  the  desired  amount  of 
bonds,  a  procedure  which  involved  needless  expense  and  delay. 

The  State  statutes  also  impose  restriction  to  some  extent  upon  the  purposes 
for  which  indebtedness  may  be  created,  and  these  purposes  are  not  necessarily 
coextensive  with  the  corporate  purposes  of  the  company. 

The  embarrassments  to  financing  are  almost  too  great  to  be  overcome  where 
the  corporation  seeking  to  do  the  financing  is  a  consolidated  corporation 
and  must  comply  with  tlie  various  conflicting  requirements  of  the  several  States 
of  which  it  is  a  corporation  as  above  noted. 

Generally  speaking,  the  board  of  directors  of  a  railroad  has  power  to  fix 
the  terms  of  the  bonds,  including  the  date  of  maturity  and  the  rate  of  interest, 
and  the  price  at  Avhich  they  should  be  sold,  although  in  Ohio  the  rate  of 
interest  may  not  exceed  7  per  cent  and  in  Texas  6  per  cent. 

In  numerous  States  as  a  result  of  the  prevailing  form  of  stock  and  bond 
laws,  the  fixing  of  the  price  appears,  as  a  practical  matter,  to  be  controlled  by 
the  railroad  or  utilities  commission.  In  Minnesota  however  there  is  a  prohi- 
bition upon  selling  any  bond  for  less  than  90  per  cent  of  its  face  value.  In 
New  .Jersey  there  is  a  prohibition  against  selling  a  bond  for  less  than  80  per 
cent  of  its  face  value  except  when  the  interest  is  less  than  o  per  cent  per  year. 
In  Wisconsin  there  is  a  prohibition  against  selling  any  bond  at  less  than  75 
per  cent  of  its  face  value.  None  of  these  statutes  seems  to  pay  any  attention 
to  the  important  questions  of  time  of  maturity  and  rate  of  intei*est,  except 
that  the  New  Jersey  statute  makes  a  difference  in  the  case  of  bonds  bearing 
interest  less  than  o  per  cent  per  year. 

Generally  speaking,  the  mere  unsecured  bond  or  note  of  a  railroad  company 
is  not  an  attractive  investment.  Some  of  the  companies  with  the  strongest 
credit  may  be  able  to  sell  on  favorable  terms  a  limited  amount  of  unsecured 
bonds  which  are  ordinarily  called  debentures  if  long-term  securities,  or  notes 
if  short-term  securities.  But  almost  without  exception  the  bond  must  have  some 
form  of  security  or  at  least  some  feature  of  attraction,  aside  from  the  bare 
promise  of  the  corporation  to  pay  the  principal  at  maturity,  and  interest  in 
the  meantime,  which  means  that  the  holder  of  the  note  or  debenture  is  only 
a  general  creditor  of  the  railroad  company. 

EQUIPMENT    TRUST    CEETIEICATES,    ETC. 

One  form  of  secured  indebtedness  which  is  of  very  considerable  importance 
is  the  indebtedness  secured  by  a  lien  upon  the  company's  rolling  stock.  This 
gives  rise  to  a  great  variety  of  perplexing  questions  growing  out  of  the  difficulty 
of  creating  a  valid  lien  upon  personal  property  which  remains  in  the  posses- 


548         EXTENSION   OF   GOVEKNMEN-T   CONTROL   OF   RAILROADS. 

sion  of  the  debtor,  and  out  of  the  problem  of  retainiug  in  a  trustee  legal  title 
to  personal  property  wliich  has  been  placed  in  possession  of  the  railroad  com- 
pany. This  matter  is  dealt  with  in  various  ways,  frequently  through  the  mak- 
ing of  a  conditional  sale  where  the  title  to  the  rolling  stock  remains  in  the 
vendor,  and  there  is  placed  upon  each  unit  of  rolling  stock  a  plate  showing  tht 
name  of  the  owner.  Questions  also  arise  as  to  the  form  of  record  of  the 
transactions  which  is  necessary  in  order  to  conform  to  the  registry  or  record- 
ing laws  of  the  various  States.  Since  the  rolling  stock  or,  at  any  rate,  the 
cars  are  likely  to  go  into  any  State  in  the  Union,  this  matter  is  at  times  a  sub- 
ject of  great  perplexity.  But  in  all  tliese  matters  the  companies  are  dependent 
absolutely  upon  the  laws  of  the  various  States.  While  the  raising  of  money 
through  a  lien  on  rolling  stock  is  primarily  a  matter  of  interest  to  the  people 
of  the  United  States,  the  way  in  which  it  can  be  done  and  the  extent  to 
which  it  is  burdened  or  rendered  uncertain  by  law,  are  matters  for  the  unre- 
stricted decision  of  each  State  legishiture  operating  within  the  limits  of  the 
State.  For  instance,  in  Delaware  the  life  of  an  equipment  trust  is  limited  to  10 
years  and  in  Indiana  to  1.5  years. 

("ONVKRTIBLK    BONDS. 

One  attractive  feature  which  can  frequently  be  annexed  to  a  railroad  bond, 
at  least  in  the  case  of  a  company  whose  prospects  are  reasonably  good,  is  the 
feature  of  making  the  bond  convertible  into  stocks.  These  bonds  are  known  as 
convertible  bonds,  and  their  issue  is  frequently  desirable  from  the  standpoint 
of  the  public  interest,  because  these  bonds  are  converted  into  stock  from  time 
to  time  and  thereby  the  indebtedness  of  the  company  is  diminished,  its  fixed 
charges  are  reduced,  and  its  margin  of  safety  is  increased,  all  of  which  is  dis- 
tinctly in  the  public  interest. 

A  convertible  bond  gives  the  holder  the  option  to  surrender  the  bond  to  the 
company  and  receive  in  exchange  therefor  a  specified  amount  of  stock.  The 
advantage  from  the  company's  standpoint  is  that  if  the  holder  exercises  the 
option  the  company  is  able  to  pay  off  its  debt  by  issuing  stock  in  place  of  it. 
The  advantage  from  the  holder's  standpoint  is  that  if  the  company  is  paying 
an  attractive  dividend  upon  its  stock,  the  holder  can  get  a  larger  income  by 
surrendering  his  bond  and  receiving  the  stock  in  place  of  it.  For  example,  the 
convertible  bond  may  bear  interest  at  5  per  cent;  the  stock  may  be  paying  6 
per  cent.  Of  course,  the  5  per  cent  interest  is  more  secure  than  the  6  per  cent 
dividend,  because  the  interest  will  have  to  be  paid  as  long  as  the  company 
remains  solvent,  while  the  dividend  is  paid  only  when  there  are  profits  which 
in  the  judgment  of  the  directors  ought  to  be  distributed  as  dividends.  When 
an  investor  purchases  a  convertible  bond  rather  than  stock,  he  very  likely  pre- 
fers the  greater  certainty  of  the  bond,  and  therefore  is  content  with  the 
smaller  return.  But  the  company's  financial  position  may  improve  so  that 
the  holder  feels  reasonably  assured  of  the  6  per  cent  dividend,  and  thus  may 
be  willing  to  surrender  the  greater  certainty  which  attaches  to  the  smaller 
interest  return  for  the  benefit  of  obtaining  the  larger  dividend  return,  although 
it  does  not  have  a  corresponding  degree  of  security.  Indeed,  since  the  bond  is 
convertible  into  stock  at  the  option  of  the  bondholder,  the  price  of  the  con- 
vertible bond  will  follow  the  price  of  the  stock  when  the  stock  is  above  par,  and 
it  will  go  up  practically  as  high  as  the  stock  goes  up.  Thus,  the  holder  of  the 
convertible  bond  has  the  opportunity  to  profit  by  the  temporary  increases  in 
the  price  of  stock,  and  this  constitutes  one  of  the  principal  attractions  of  con- 
vertible bond  issues. 

All  of  this  is  distinctly  in  the  public  interest,  because  it  is  diminishing  the 
indebtedness  and  the  fixed  charges  and  increasing  the  stock  and  the  margin 
of  safety. 

Notwithstanding  the  great  value  to  the  public  of  this  form  of  financing,  it 
is  not  very  fully  dealt  with  by  the  State  laws.  The  general  view  is  that  when 
the  State  laws  are  silent  on  the  subject,  there  is  no  obstacle  in  the  way  of  the 
corporation  issuing  its  bonds  and  agreeing  that  they  may  be  converted  into 
stock,  provided  the  company  has  authority  to  issue  the  additional  stock  if  and 
when  called  for.  At  times,  however,  the  State  laws  attempt  to  deal  with  the 
matter  and  put  various  restrictions  upon  the  right  to  issue  convertible  bonds 
which  operate  to  hamper  the  development  of  this  exceedingly  useful  form  of 
financing  instead  of  operating  to  promote  it. 

The  statutes  of  17  States  expressly  recognize  the  right  of  railroad  corpora- 
tions to  issue  such  bonds.     In  Nevada  the  conversion  must  take  place  within 
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6  years  from  the  date  of  the  bonds;  in  Arizona  and  Idaho  within  8  years;  in 
Illinois,  Michigan,  Louisiana,  Texas,  and  West  Virginia  within  10  years;  in 
New  York  at  any  time  after  two  and  not  more  than  12  years ;  in  Indiana 
within  15  years;  in  North  Carolina  at  any  time.  The  New  Jersey  statute 
provides  that  the  bonds  shall  be  convertible  at  par  within  any  period  therein 
described  not  less  than  2  years  from  the  issue  thereof. 

It  is  certainly  desirable  that  such  an  exceedingly  favorable  form  of  fi- 
nancing from  the  public  standpoint  should  be  encouraged  and  relieved  from 
all  unnecessary  restrictions.  At  present,  however,  the  situation  depends  en- 
tirely upon  what  each  :Uate  happens  to  do  in  the  premises  with  re.spect  to> 
its  own  railroad  companies. 

A  peculiar  restriction  destroying  the  opportunity  to  issue  convertible  bonds 
was  evolved  in  the  State  of  Massachusetts.  In  that  State  there  is  a  provision 
that  the  commission  shall  not  permit  stock  to  be  issued  at  a  price  so  low  as- 
to  be  inconsistent  with  the  public  interest.  The  supreme  court  of  the  State 
defined  this  as  a  price  materially  lower  than  was  necessary  to  secure  a  ready 
market  and  held  that  at  the  time  convertible  bonds  are  issued,  contemplating 
the  issue  in  exchange  therefor  of  stock  at  some  future  time  at  the  election  of 
the  bondholder,  it  is  impossible  for  the  commission  to  forecast  what  will  be 
the  market  value  of  the  stock  at  the  time  the  bondholder  may  elect  to  make 
the  exchange ;  hence,  that  the  price  at  which  the  bond  provides  that  stock 
may  be  issued  in  exchange  therefor,  say,  for  example,  par  for  par,  can  not  be 
regarded  as  what  the  market  value  of  the  stock  will  be  if  and  when  it  shall 
be  issued,  and  hence,  that  the  whole  scheme  is  in  conflict  with  the  Massa- 
chusetts law.  This  doctrine  renders  impossible  under  the  Massac-husetts  law 
a  form  of  financing  that  is  preeminently  in  the  public  interest. 

The  present  financial  embarrassment  of  the  New  Haven  Railroad  is  to  a 
large  extent  due  to  this  conflict  of  laws.  In  1913  an  issue  of  .$67,500,000 
of  convertible  debentures  was  voted  by  the  directors  and  underwritten.  This 
would  have  afforded  suflicient  funds  to  retire  all  the  floating  debt  and  for 
necessary  additions  and  betterments.  The  Supreme  Court  of  Massachusetts 
held  this  action  was  in  conflict  with  the  laws  of  Massachusetts,  one  of  the 
three  States  having  control  over  the  New  Haven  security  issues.  As  a  result 
the  company  was  required  on  May  1,  1914,  and  has  been  required  every  year 
since,  to  refund  at  great  expense  for  interest,  discount,  and  underwriting,  this 
short-term  indebtendness.  that  to-day  amounts  to  over  $50,000,000.  The  ma- 
jor portion  of  this  is  held  by  the  United  States  Government  as  security 
for  a  loan,  the  Government  also  holding  all  of  the  collateral  of  the  New  Haven 
Co.,  thus  making  it  impossible  for  it  to  borrow  money  from  any  other 
source.  The  power  to  make  necessary  additions  and  betterments  was  also 
seriously  impaired.  The  people  of  New  England,  particularly,  and  of  the 
country  as  a  whole,  have  been  inconvenienced  and  injured  by  the  handicap 
of  this  conflict,  which  makes  it  possible  for  Massachusetts,  whether  its  laws 
are  designedly  passed  or  passed  without  due  thought  of  their  effect,  to  stop 
the  financing  of  its  principal  railroad  by  the  exercise  of  veto  power  upon  the 
methods  of  financing  authorized  by  the  other  States  having  control  of  the 
security  issues  of  that  road. 

BONDS    SECURED    BY    MOETGAGE    ON    THE    RArLKOAD. 

We  now  come  to  the  usual  form  of  security  for  railroad  bonds  and  that  is  a 
mortgage  upon  the  railroad  and  the  franchises  of  the  company.  A  view  widely 
held  is  that  a  railroad  company  has  no  power  to  make  a  mortgage  upon  its 
property  without  express  statutory  authority.  This  view  puts  railroads  on  a 
different  footing  from  corporations  generally  which  have  implied  power  to 
mortgage  their  property  to  secure  their  indebtedness.  It  is  open  to  question 
as  to  how  far  this  exceptional  treatment  of  the  railroad  company's  power  to 
mortgage  is  sound  doctrine,  but  it  is  so  widely  entertained  that,  as  a  practical 
matter,  investors  are  not  willing  to  buy  railroad-mortgage  bonds  unless  there 
is  express  statutory  authority  for  the  mortgaging  of  the  property.  Moreover, 
this  view  goes  to  the  extent  that  each  State  has  absolute  control  over  this 
matter  within  its  own  borders ;  that  is,  the  view  prevailing  is  that  a  railroad 
company  can  not  put  a  mortgage  upon  its  railroad  or  franchise  in  a  particular 
State  without  the  authority  of  that  State  and  subject  to  such  restrictions  as 
that  particular  State  sees  fit  to  adopt.  Tliere  is  grave  doubt  of  the  correctness 
of  this  view,  and  it  is  probably  more  logical  that  these  matters  should  be  re- 
garded as  controlled  entirely  by  the  laws  of  the  State  in  which  the  railroad 
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company  is  incorporated  until  such  time  as  Congress  shall  deal  with  the  matter, 
but  the  prevailing  view  is  so  firmly  held  that  as  a  practical  proposition  no 
investor  who  investigates  will  buy  a  mortgage  bond,  and  no  banking  house 
will  recommend  buying  mortgage  bonds  to  their  customers,  unless  it  can  be 
affirmatively  shown  that  each  State  in  which  any  part  of  the  mortgaged  rail- 
road lies  has  in  some  form  authorized  the  particular  character  of  mortgage 
which  is  the  basis  of  the  security  offered.  Where  a  railroad  system  extends 
through  several  States  it  is  of  the  highest  importance  that  its  mortgage  should 
cover  its  entire  system,  because  the  security  thereby  afforded  is  far  more  at- 
tractive than  if  the  property  is  split  up  and  covered  by  different  mortgages, 
each  independent  of  the  other.  In  order  to  borrow  money  to  the  best  advantage 
by  the  sale  of  mortgage  bonds  it  is  out  of  the  question  to  have  a  separate 
mortgage  for  the  property  in  each  separate  State. 

Therefore,  when  a  company  owning  lines  in  various  States  finds  it  neces- 
sary to  place  a  mortgage  upon  its  property,  it  is  confronted  with  the  necessity 
of  finding. in  the  laws  of  each  State  in  which  any  part  of  its  property  is  located 
authority  necessary  for  that  purpose.  Because  of  this  condition  each  State 
has  a  complete  veto  power  on  every  other  State.  Whatever  is  contrary  to  the 
authority  granted  by  any  one  of  the  States  becomes  illegal  for  the  whole  sys- 
tem. The  result  is  that  the  authority  which  the  whole  system  has  represents 
only  that  which  is  permissible  under  the  combined  State  laws ;  so  that  all  re- 
strictions imposed  in  all  the  States  are  in  effect  added  together  and  are  oper- 
ative in  their  entire  cumulative  effect  upon  the  whole  problem  of  creating  a 
mortgage. 

In  addition  to  the  above,  the  difficulties  attaching  to  the  creating  of  bonded 
indebtedness,  as  previously  illustrated,,  apply  equally  when  the  bonded  in- 
debtedness is  to  be  secured  by  mortgage  upon  the  railroad  property.  Illus- 
trations of  this  embarrasment  may  be  noticed.  The  Massachusetts  law  pro 
hibits  the  giving  of  a  mortgage  unless  it  eqiially  seciu'es  all  outstanding  bonds, 
notes,  or  other  evidences  of  indebtedness.  The  effect  of  this  law  is  prohibitive 
against  issuing  of  bonds  secured  by  mortgage  by  a  corporation  which  has  been 
in  business  for  a  considerable  length  of  time.  It  frequently  happens  that  a 
corporation  has  outstanding  long  term  unsecured  bonds  upon  which  it  is  pay- 
ing a  higher  rate  of  interest  because  of  the  absence  of  security,  or  short  term 
notes  which  likewise  bear  a  high  rate  of  interest.  The  aggregate  of  these  obli- 
gations may  be  very  large,  yet  a  company  may  not  confine  the  mortgage  secur- 
ity to  loans  which  are  being  made  on  the  faith  of  that  security,  but  it  must 
extend  the  security  equally  to  all  unsecured  loans  it  may  have  obtained  in  the 
past.  The  practical  difficulties  are  illustrated  by  a  circular  issued  by  the 
New  York,  New  Haven  &  Hartford  Railroad  Co.  on  October  1,  1917,  which  is 
as  follows: 

"  If  a  mortgage  were  made  it  would  be  required  by  the  laws  of  Massachusetts 
and  Connecticut  to  secure  not  only  bonds  to  pay  off  the  .$4.5,000,000  floating  debt, 
but  in  addition  to  provide  for  the  future  issue  of  bonds  to  take  up  $187,810,791 
of  obligations  now  outstanding,  or  a  total  of  $2S2,810,971..50.  Bonds  so  secured 
could  not  now  be  sold  except  at  a  very  high  rate  of  interest ;  and  the  size  of  the 
mortgage  would  injure  tlie  current  credit  of  the  i)roperty." 

South  Carolina  has  a  similar  law,  with  certain  I'xceptions.  In  the  State  of 
Delaware  it  appears  that  there  is  no  authority  for  the  creatioJi  of  mortgages 
except  for  the  securing  of  first  liens.  Apparently,  therefore,  railroad  property 
in  Delaware  is  deprived  of  the  ini])ortant  pi'ivilege  of  securing  second  and 
other  inferior  mortgage  liens.  Texas  authorizes  the  creation  of  mortgage 
liens,  but  contradicts  this  a\itliority  by  providing  in  effect  that  such  lien  shall 
be  inferior  to  all  general  indebtedness  of  the  railroad  company  incurred  within 
two  years  prior  to  insolvency,  for  claims  for  personal  injury,  death,  loss,  or 
damage  to  property,  or  for  labor,  repairs,  or  supplies.  The  result  is  that 
persons  who  have  not  advanced  money  on  the  faith  of  a  lien  on  the  property 
are  given  a  right  superior  to  those  who  have  advanced  money  on  the  faith 
of  such  a  Hen.  In  1010  th(>  Stat(»  of  Louisiana  passed  a  similar  statute,  pro- 
viding in  effect  that  the  mortgage  liens  of  a  railroad  company  shall  be  inferior 
to  all  general  indebtedness  of  the  eoiupany  incurred  within  two  years  prior  to 
its  insolvency,  whether  for  claims,  personal  injury  or  death,  loss  or  damage  to 
property,  or  for  labor  or  supplies,  or  repairs. 

It  is  of  paramount  interest  to  the  people  of  the  United  States  to  have  adequate 
railroad  service,  and  to  accomplish  this  to  have  railroad  credit  free  from  any 
unnecessarily  hampering  requirements. 
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UNSTABILITY    OF    STATE    REGULATION    OF    SECURITIES. 

Pervjidins  this  whole  subject  of  the  issuance  and  sale  of  securities  is  the 
condition  that  at  any  session  of  the  legishiture  of  any  State  action  is  liable 
to  be  taken  which  will  modify  an  existing  law,  and  ci-eate  an  unforeseen 
restriction  upon  the  ability  of  some  railroad  company  incorporated  in  or  having 
property  in  that  State  to  raise  money  for  the  purpose  of  performing  its  duties 
in  respect  to  transportation  service,  not  only  in  that  State,  but  in  other  States, 
and  which  it  is  required  to  perform  luider  the  laws  of  the  United  States  in 
the  carrying  of  Interstate  and  foreign  commerce. 

POWER  TO  REGULATE  USED  FOR  RAISING   REVENUE. 

It  not  infrequently  happens  tliat  what  has  its  place  only  as  a  legitimate 
regulation  is  converted  into  a  scheme  for  raising  State  revenue.  In  1914,  the 
Chicago,  Milwaukee  &  St.  Paul  Railway  Co.,  incorporated  in  Wisconsin,  and 
operating  in  11  other  States,  was  required  to  pay  approximately  .$125,000  to 
the  State  of  Illinois  for  the  privilege  of  issuing  securities.  On  a  single  issue 
of  $30,000,000,  the  proceeds  of  which  were  to  be  used  principally  in  other 
States,  this  company  was  required  to  pay  $30,000  in  fees  to  Illinois  and  $10,.500 
to  Missouri.  If  all  of  the  12  States  served  by  that  company  had  had  laws 
similar  to  those  of  Illinois,  it  would  have  been  requii-ed  to  pay  fees  aggre- 
gating $1,. 500,000  simply  for  the  privilege  of  issuing  securities  pi'oviding  for 
necessa  ry  improvements. 

In  1914  several  constituent  companies  of  the  New  York  Central  Lines  were 
consolidated.  Approximately  $250,000,000  of  stock  of  the  consolidated  com- 
pany was  issued  in  retirement  of  the  stock  of  the  constituent  companies,  and 
without  increase  in  capitalization.  Despite  this  fact,  and  although  only  141  of 
the  3,700  miles  of  the  system  were  within  Illinois,  the  utilities  commission  of 
that  State  imposed  a  fee  of  approximately  $250,000  to  be  paid  as  a  condition 
to  giving  its  consent  to  this  issue  of  such  stock.  This  fee  amounted  to  $1,750  for 
each  mile  of  railroad  in  Illinois.  In  addition  to  the  fee  assessed  in  Illinois, 
the  consolidated  company,  as  a  part  of  the  same  transaction,  was  required  to 
pay  $300,000  to  the  State  of  Ohio  ;  $300,000  to  Indiana  ;  and  $150,000  to  Michigan  ; 
making  $1,000,000  in  all  as  State  taxes  imposed,  not  upon  the  property,  but 
merely  upon  a  procedure  to  unify  and  simplify  the  corporate  structure  for  carry- 
ing on  a  great  transportation  enterprise. 

The  Union  Pacific  Railroad  Co.  is  a  Utah  corporation,  having  a  line  3,500 
miles  long,  with  only  about  six-tenths  of  1  mile  of  main  track  in  Missouri.  This 
company  found  it  necessary  to  issue  bonds  aggregating  about  $30,000,000  to 
reimburse  the  company  for  improvements,  of  which  money  about  $125,000  had 
been  expended  on  its  Missouri  property.  The  Missouri  commission  imposed  a 
tax  upon  the  total  amount  of  bonds  issued  amounting  to  $10,000,  amounting  to 
8  per  cent  upon  the  total  expenditures  on  the  company's  property  in  Missouri. 
This  action  was  sustained  by  the  Supreme  Court  of  Missouri  (268  Mo.  641), 
but  reversed  by  the  Supreme  Court  of  the  United  States,  Union  Pacific  Railroad 
Co.  r.  Public  Service  Commission  of  Missouri,  decided  December  9,  1918. 

With  the  practical  exhaustion  of  all  first  mortgage  bonds  the  necessity  for  re- 
financing and  additional  financing  makes  it  imperative  that  some  consistent 
scheme  of  exclusive  regulation  of  railway  securities  be  enacted  by  Congress. 
This  can  not  be  accomplished  by  retaining  existing  State  regulation  and  superim- 
posing thereon  congressional  regulation.  Ability  to  promptly  issue  securities 
.so  as  to  take  advantage  of  a  favorable  market  is  imperative.  Adequate  Federal 
supervision  should  be  provided  for  to  the  exclusion  of  all  other  forms  of  regula- 
tion. This  is  the  only  method  by  which  effective  regulation  can  be  harmonized 
with  prompt  i.ssuance  of  needed  security  issues. 


EXTEiNSION  OF  TENURE  OF  GOVERNMEiM  COiNTKOL  OF 

RAILROADS. 


TUESDAY,  JANUABY  21,   1919. 

United  States  Senate, 
commiitee  on  interstate  commerce, 

Washington,  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
Senator  Ellison  D.  Smith  (chairman)  presiding. 

The  Chairman,  On  account  of  important  conferences  and  the 
Senate  meeting  at  11  o'clock  to-day,  the  committee  will  stand  ad- 
journed now  until  to-morrow  morning  at  10  o'clock,  with  the  same 
witnesses  to  appear. 

(Whereupon,  at  10.10  o'clock  a.  m.,  the  committee  adjourned  until 
Wednesday,  January  22,  1919,  at  10  o'clock  a.  m.) 


EXTEiNSION  OF  TENURE  OF  GOVERiNMEiNT  CONTROL  OF 

RAILROADS. 


WEDNESDAY,  JANUARY  22,  1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington^  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
Senator  Ellison  D.  Smith  (chairman)  presiding. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Krutt- 
schnitt,  if  you  are  ready,  you  may  proceed  now,  after  giving  your 
name,  address,  and  official  relationship  to  the  railroads. 

STATEMENT  OF  MR.  JULIUS  KRUTTSCHNITT. 

Mr.  Kruttschnitt.  My  name  is  J.  Kruttschnitt ;  address,  165 
Broadway,  New  York  City ;  and  I  am  president  and  chairman  of  the 
executive  committee  of  the  Southern  Pacific  Co. 

I  have  reduced  to  a  memorandum  what  I  have  to  say,  Mr.  Chair- 
man, It  is  not  long,  and,  with  your  permission,  I  will  proceed  to 
read  it. 

The  Chairman.  Mr.  Kruttschnitt,  would  you  prefer  proceeding 
without  interruption  Avith  your  memorandum,  and  then  to  have  what 
questions  the  committee  may  desire  to  ask  you  asked  after  you  have 
finished  ? 

Mr.  Kruttschnitt.  If  it  is  agreeable  to  the  committee,  I  would  like 
to  be  allowed  to  read  it  without  interruption. 

The  Chairman.  All  right,  sir. 

Mr.  Kruttschnitt.  Then  I  will  try  to  answer  whatever  questions 
may  be  put  to  me. 

Inasmuch  as  the  railroads  under  private  management  stand 
charged  with  having  broken  down  and  failed  to  render  the  public 
service  expected  of  them,  and  with  being  in  a  deplorable  condition, 
lacking  both  in  equipment  and  terminals  at  the  end  of  1917,  when 
they  passed  into  the  hands  of  the  Government,  I  desire  to  place  infor- 
mation before  the  committee  that  will  test  the  correctness  of  these 
assertions,  and  to  present  additional  facts  that  will  convince  them,  I 
hope,  of  the  ability  of  the  owners  of  the  properties  to  serve  far  more 
efficiently  than  they  have  ever  been  able  to  do  in  the  past,  if  afforded 
the  reasonable  assistance  that  Congress  alone  can  give.  Profiting 
by  experience  acquired  under  both  private  and  Government  opera- 
tion, the  carriers  earnestly  desire  to  provide  a  better  system  of  opera- 
tion by  combining  the  initiative  and  beneficial  features  of  competi- 
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tion  inherent  in  private  ownership  ^Yith  the  benefits  developed  during 
operation  by  the  Government  unhampered  by  legal  restrictions. 

In  denying  that  private  operation  failed  or  broke  down  I  respect- 
fully ask  permission  to  show  wherein  it  did  neither  the  one  nor  the 
other,  and  how  Avith  a  plant  provided  by  private  owners  it  gave  serv- 
ice that  has  never  been  equaled  in  the  history  of  transportation,  and 
that  with  legislation  permitting  practices  heretofore  prohibited  it  can 
aiid  will,  by  combining  the  good  and  eliminating  the  bad  features  of 
both  Federal  and  private  operation,  give  a  service  better  than  any 
that  has  ever  been  given  in  the  past. 

It  has  been  frequently  stated  that  the  railroads  of  the  country 
were  in  a  very  bad  condition  on  January  1.  1918,  when  they  were 
taken  over  by  the  Government.  In  a  dispatch  from  Washington 
in  the  New  York  Sun  of  December  20,  the  Director  General  is  quoted 
as  sajdng  that  existing  rates  were  instituted  to  pay  "  the  heavy  cost 
of  reviving  the  roads  from  the  paralysis  that  seized  them  when  the 
(Tovernment  took  control,"  and  also  "  they  were  admittedly  run 
down  and  huge  sums  were  necessary  to  get  them  into  efficient  opera- 
tion," and  in  his  statement  before  the  Senate  Committee  he  says,  at 
page  1,  "  There  was  inadequacy  of  terminal  facilities."  "  In  the  fall 
of  1917,  despite  strenuous  efforts,  and  yet  under  a  larger  degree  of  co- 
ordination than  had  ever  before  been  attempted,  to  prevent  such  a 
situation,  a  paralysis  of  the  transportation  situation  again  occurred." 

The  Interstate  Commerce  Commission's  report  of  December  1, 1916, 
was  quoted  to  show  how  bad  transportation  conditions  Avere  in  that 
year.  As  a  result  of  unified  private  control  the  commission's  con- 
demnation of  1916  is  changed  to  commendation  one  year  later. 

In  its  report  of  December  1,  1917,  the  Interstate  Commerce  Com- 
mission says : 

Equipment  has  beeu  taken  from  sections  where  it  was  less  needed  to  other 
sections,  where  military  and  commercial  needs  required  more  equipment  than 
there  was  available,  and  such  stupendous  movements  as  those  of  the  canton- 
ment construction  material  and  the  troop  transfers  have  beeu  made  without 
seriously  interfering  with  the  commercial  business  of  the  country.  While  con- 
ditions have  been  extraordinary,  and  while  traffic  has  not  always  moved  as 
carriers  and  shippers  would  have  had  it  moved,  the  essential  needs  of  the  country 
have  to  date  been  cared  for. 

The  Secretary  of  War,  in  an  interview  published  in  the  New  York 
Herald  of  September  24,  1917,  said : 

Conunentin.u;  on  the  work  done  by  the  railroads  in  connection  Avith  the  mobili- 
zation. I\Ir.  Baker  said  figures  now  available  show  that  since  early  in  August, 
when  large  troop  movements  began,  the  roads  have  transported  502.000  soldiers 
to  various  points  without  any  serious  derangement  of  their  regular  passenger 
schedules,  and  at  the  same  time  have  absorbed  an  enormous  additional  freight 
traffic  brought  on  by  war  conditions.  "  This  strikingly  illustrates,"  he  added. 
"  the  patriotic  cooperation  of  American  railroads  with  the  Government,  and 
also  the  tremendous  capacity  of  American  railways." 

The  Quartermaster  General  someAvhat  later  in  the  year  refers  to 
the  service  of  the  railroads  thus : 

One  million  troops  haA-e  been  mobilized  Avithout  the  slightest  disturbance  to 
commercial  traffic,  and  if  the  public  kneAv  Avhat  the  railroads  have  done,  the 
self-sacrifice,  the  long  hours  the  various  heads  of  the  roads  have  put  in,  there 
AA'ould  be  no  ci'iticism. 

Between  the  date  of  the  Secretary's  interview  and  the  end  of  the 
year  1,550,000  more  troops  were  moved,  making  the  total  2.052,418. 


EXTENSION   OF   GOVERNMENT  CONTROL  OF  RAILROADS.         557 

At  about  the  same  time  Col.  I.  W.  Littell,  in  charge  of  the  con- 
struction of  cantonments,  said : 

In  the  construction  of  the  cantonments  to  date  50,000  carloads  of  material 
have  been  transported  and  been  delivered  at  the  sites — an  enormous  tax  on  the 
already  overburdened  railroads  of  the  country.  The  railroads,  however,  have 
given  splendid  service.  All  Government  orders  have  been  given  precedence 
and  the  lumber  and  other  supplies  needed  have  been  rushed  to  the  cantonments 
in  record  time. 

The  Secretary  of  War  in  his  annual  report  for  1917,  speaking  of 
the  American  Railway  Association  committee,  under  which  the  op- 
eraton  of  the  railroads  was  unified,  said : 

The  cooperation  betw^een  this  committee  and  the  department  has  been  most 
cordial  and  effective,  and  but  for  some  such  arrangement  the  great  transpor- 
tation problem  would  have  been  insoluble.  I  am  happy,  therefore,  to  join 
the  Quartermaster  General  in  pointing  out  the  extraordinary  service  rendered 
by  the  transportation  agencies  of  the  country. 

The  Quartermaster  General  in  his  annual  report  for  1917  said : 

The  railroads  of  the  country  are  operated  practically  as  one  continental 
system,  with  the  result  that  the  congestion  that  would  have  been  intolerable 
without  such  an  organization  has  been  in  every  case  ameliorated  and  in  many 
cases  completely  removed.  *  *  *  ^  (Railroads's  War  Board)  has  ex- 
tended to  the  distribution  of  power  between  the  railroads,  the  adjustment 
of  passenger-train  service  in  accordance  with  national  requirements,  has  fur- 
nished personnel  and  material  for  rehabilitation  of  the  railways  in  Finance, 
has  aided  in  every  way  possible  in  the  great  national  endeavor,  which  has 
now  become  the  duty  of  every  citizen  of  the  country. 

The  National  Association  of  Railway  Commissioners,  in  a  report 
in  1917  of  a  special  committee  on  public  ownership  and  operation  as 
contrasted  with  private  ownership  and  operation  of  public  utilities, 
said  as  to  unified  operation  of  United  States  railroads : 

It  must  be  remembered  that  it  is  the  executive  heads  of  the  railroads  who 
thus  realize  that  the  highest  national  transportaion  efficiency  can  be  given  only 
through  the  united  operation  of  a  continental  railway  system.  *  *  *  rpj^^ 
action  of  the  Railroads'  War  Board  is  undoubtedly  effective  and  therefore  de- 
sirable. *  *  *  There  is  no  reason  to  believe  that  the  new  system,  once  its 
need  and  efficiency  are  established,  will  be  abolished,  and  if  it  is  an  improve- 
ment over  existing  instrumentalities  it  should  not  be  abolislied. 

The  President  of  the  United  States,  in  his  message  to  Congress  on 
January  4,  1918,  explained  why  he  took  over  the  railroads: 

It  has  not  been  because  of  any  dereliction  or  failure  on  their  part,  but  only 
because  there  were  some  things  which  the  Government  can  do  and  private 
management  can  not.  *  *  *  The  common  administration  will  be  carried 
on  with  as  little  disturbance  of  the  present  operating  organization  and  per- 
sonnel of  the  railways  as  possible.  Nothing  will  be  altered  or  disturbed  which 
it  is  not  necessary  to  disturb. 

In  his  proclamation  of  December  26,  1917,  he  referred  to  the  rail- 
way executives  thus : 

They  have  done  the  utmost  that  it  was  possible  for  them  to  do ;  have  done  it 
with  patriotic  zeal  and  with  great  ability ;  but  there  were  difficulties  that  they 
could  neither  escape  nor  neutralize. 

The  difficulties  that  could  neither  be  escaped  nor  neutralized  were 
well  understood  at  the  time  to  be  impending  demands  for  increased 
wages  to  put  railroad  labor  on  a  parity  with  labor  in  other  indus- 
tries and  the  necessity  for  financial  help  required  by  many  of  the 
railroads.     Indeed,  these  were  the  reasons  that  the  President  gave 
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to  the  members  of  the  railroads'  war  board  in  person  a  few  days  be- 
fore he  issued  his  proclamation. 

Nowhere  in  these  utterances  of  officers  of  the  Federal  administra- 
tion from  the  President  down  is  there  any  suggestion  that  the  rail- 
roads were  run  down,  or  w^ere  in  condition  to  merit  condemnation 
either  of  their  condition,  their  methods,  or  of  the  officers  who  oper- 
ated them. 

The  report  of  the  Council  of  National  Defense  to  the  Secretary  of 
War  for  the  year  ended  June  30,  1918,  quotes  some  of  the  same 
authorities  as  we  do,  and  also  explains  why  the  President  took  over 
the  railroads. 

The  latest  statistics  of  Government  operation  available  to  us  when 
this  memorandum  was  prepared  covered  the  nine  months  ending 
September  30,  1918,  This  period  began  on  January  1,  1918,  which 
marked  the  end  of  nine  months  of  unified  private  control  and  man- 
agement and  the  beginning  of  nine  months  of  Government  manage- 
ment. 

The  percentage  of  freight  cars  in  shop  or  awaiting  shopping  was 
the  same  in  both  years. 

The  percentage  of  freight  locomotives  in  shop  or  awaiting  shipping 
was  13.8  in  1917  and  14.9  in  1918. 

The  Director  General  claims  to  have  stored,  ready  for  winter 
service.  1,189  locomotives,  while  one  year  ago  there  was  not  one  in 
storage. 

At  the  close  of  1917  there  remained  undelivered  3.400  locomotives 
and  33,000  freight  cars  ordered  by  the  carriers,  many  of  which  were 
for  the  eastern  trunk  lines,  on  which  freight  congestion  was  most 
severe.  This  shortage  was  not  unexpected,  because  shortly  after  the 
declaration  of  war  we  were  informed  that  the  Council  of  National 
Defense  found  it  necessary  to  direct  builders  to  give  precedence  to 
locomotives  for  Great  Britain,  France,  and  Russia;  whereupon  the 
railroads'  war  board  considered  appealing  to  the  council  to  take 
account  of  the  needs  of  our  own  roads,  but  the  conclusion  was  reached 
that  agencies  conducting  the  war  should  not  be  embarrassed  with 
our  troubles,  which  we  determined  to  surmount  as  best  we  could. 
AVe  believed  this  was  proper  in  the  circumstances,  although  as  ex- 
pected it  produced  a  shortage  of  locomotives  at  the  end  of  1917.  The 
accunuilation  of  1.189  locomotives  represents  the  deliveries  during 
1918  on  carriers'  orders  and  on  those  of  the  United  States  Railroad 
Administration  for  1,400  locomotives,  only  126  of  which,  however, 
had  been  delivered  up  to  the  1st  of  November, 
Senator  Pomerene,  Is  that  November,  1918  ? 

Mr.  IvKUTTscHNiTT.  Yes.  Had  the  severe  weather  conditions  of 
1917  replaced  the  mild  weather  of  1918  this  reserve  would  have  been 
impossible. 

The  terminal  facilities,  main,  and  other  main  tracks  were  substan- 
tially the  same,  as  there  were  few  additions  made  in  the  first  nine 
months  of  Government  control. 

As  of  September  30,  only  92,  or  less  than  ono-tenth  of  1  per  cent, 
of  the  100,000  Federal  freight  cars  had  been  delivered  and  but  126 
of  the  Federal  locomotives;  so  that  it  may  be  said  without  sub- 
stantial inaccuracy  that  whatever  transportation  service  has  been 
rendered  by  the  Federal  Railroad  Administration  has  been  rendered 
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with  facilities  provided  by  private  foresight  and  management,  with 
equipment — counting  both  locomotives  and  cars — in  better  physical 
condition  at  the  end  of  nine  months  of  private  unified  control  than 
at  the  end  of  nine  months  of  Government  control,  by  continuing 
practices  devised  by  the  carriers  and  by  supplementing  them  with 
others  which  the  carriers  long  had  desired  to  use  but  were  restrained 
by  law  from  doing. 

If  under  these  conditions  no  greater  traffic  was  handled  in  1918 
than  in  1917.  greater  ability  and  efficiency  for  Government  adminis- 
tration can  hardly  be  claimed. 

The  volume  of  freight  traffic  measured  bv  tons  of  freight  carried 
1  mile  in  the  nine-month  period  was,  in  1917,  330,486,760,286,  or 
1.3  per  cent  greater  than  in  1918,  when  it  was  326,306,832.131:  and 
the  maximum  volume  of  freight  traffic  handled  in  anv  one  month  was 
in  May,  1917,  39,273,449,624.  or  1.3  per  cent  greater  than  in  July, 
1918,  when  it  was  38,761,290,750. 

Senator  Pomerene.  From  w^hat  source  did  you  obtain  those  fig- 
ures ? 

Mr.  Kruttschnitt.  From  the  official  figures  published  by  the 
United  States  Railroad  Adiministration  for  1918  and  published  by 
the  railroads'  war  board  in  1917. 

The  sole  items  in  which  1918  shows  improvement  over  1917  are  in 
average  tons  of  freight  per  car  of  29  against  27.3,  an  increase  of  6.2 
per  cent  for  the  period;  but  for  the  month  of  December,  1917,  at 
the  end  of  nine  months  of  private  unified  control,  the  average  per 
car  was  29.2  tons,  and  the  corresponding  figure  for  September,  1918, 
after  nine  months  of  Government  unified  control,  was  but  29.7  tons, 
and  in  average  trainloads,  which  in  the  two  periods  w^as  667  and  678 
tons,  respectively,  an  increase  of  1.6  per  cent,  but  as  the  increase  in 
carload  was  6.2  per  cent  a  less  number  of  loaded  cars  per  train  was 
hauled. 

A  press  dispatch  in  the  New  York  Times  of  January  2,  1919, 
credits  to  the  Railroad  Administration  an  estimate  of  the  operating 
expenses  of  1918  at  $3,800,000,000,  or  $1,000,000,000  more  than 
1917,  This  expenditure  was  made  to  increase  efficiency;  neverthe- 
less roads  that  are  alleged  to  have  been  run  down  at  the  end  of  nine 
months  of  unified  private  control  show : 

1.  A  larger  volume  of  freight  traffic  handled  in  nine  months  under 
private  than  in  the  same  period  under  Government  control. 

2.  The  largest  volume  of  freight  traffic  ever  handled  in  any  one 
month. 

3.  Loaded-car  mileage  7.5  per  cent  larger  than  under  Government 
control. 

4.  Greater  number  of  loaded  cars  per  train  than  under  Govern- 
ment control. 

5.  Miles  run  per  locomotive  per  day  7.2  per  cent  higher  than  under 
Government  control. 

6.  Miles  run  per  freight  car  per  day  6.1  per  cent  higher  than  under 
Government  control. 

7.  The  physical  condition  of  freight  locomotives  better  than  under 
Government  control. 

8.  The  condition  of  freight  cars  equally  as  good  as  under  Govern- 
ment control. 


560         EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS. 

As  weather  conditions,  both  at  the  end  of  1917  and  the  beginning 
of  1918,  were  unusually  severe,  the  comparison  of  the  two  nine- 
month  periods  is  not  unfair. 

Whence  it  follows  that  increased  efficiency  under  Government  con- 
trol is,  to  say  the  least,  not  proven. 

REFORMS  AVHICH   SHOULD   BE  CONTINUED  UNDER  PEACE   CONDITIONS. 

The  following  numbers  refer  to  the  numbered  paragraphs  in  the 
Director  General's  testimony. 

1.  The  maintenance  of  the  permit  system  so  as  to  control  the  traffic 
at  its  source. 

Unquestionably  of  great  benefit  in  preventing  congestion,  but  can 
not  be  continued  without  Government  authority.  Shippers  would 
not  submit  to  dictation  of  carriers  under  normal  conditions.  During 
the  war  patriotism  controlled  them. 

2.  The  maintenance  of  heavy  loads  for  cars. 

The  railroads  under  private  management  have  for  years  devoted 
a  great  deal  of  attention  to  this  feature,  and  the  carload  was  increased 
very  largely  during  unified  control  in  the  last  nine  months  of  1917, 
being  29.2  tons  in  the  ninth  month  of  private  control  compared  with 
29.7  tons  in  the  ninth  month  of  Government  control. 

3.  The  pooling  of  repair  shops. 

This  was  done  to  some  extent  under  private  control,  and  has  been 
continued  under  Federal  control. 

4.  The  elimination  of  circuitous  routes,  i.  e.,  competitive  routes. 

This  is  synonymous  with  the  suppression  of  competition  and  is  im- 
practicable under  private  control  without  special  statutory  authority. 
A  mere  suggestion  to  do  this  in  1917  prompted  an  immediate  inquiry 
by  the  Attorney  General  as  to  what  was  contemplated. 

The  benefit  of  this  practice,  which  deprives  the  shipper  of  choice 
of  routes  and  competitive  facilities  and  service,  is  very  much  exagger- 
ated. The  Director  General  says  that  during  a  year  of  Federal  control 
16,803,633  car-miles  have  been  saved  in  the  eastern  and  northwestern 
regions  alone,  which  is  only  two-tenths  of  1  per  cent  of  the  total 
freight-car  miles  run  in  these  regions. 

In  recommending  the  elimination  of  circuitous  routes  the  interests 
and  convenience  of  the  public  served  by  them  do  not  seem  to  have 
been  considered.  The  great  preponderance  of  traffic  in  our  country 
is  long-distance  through  traffic,  competitive  with  other  rail,  or  water, 
or  part  rail  and  part  water  routes. 

If,  at  its  inception,  any  line  projected  to  develop  traffic,  following 
a  policy  under  which  our  country  has  been  built  up,  had  been  pro- 
hibited from  engaging  in  through  traffic  because  it  was  longer  than 
an  existing  line,  it  would  never  have  been  built,  as  it  could  not  pos- 
sibly have  existed  on  the  revenue  solely  derived  from  local  traffic. 
In  other  words,  it  was  able  to  develop  and  serve  local  communities  by 
reason  of  supplementing  local  with  through  freight  revenue. 

If  the  circuitous  route  can  make  satisfactory  earnings  from  the 
carriage  of  freight  at  regulated  rates,  why  should  it  be  denied  the 
right  of  doing  so?  The  ability  to  control  such  traffic  evidences  a 
public  necessity,  for  obviously  if  such  a  route  did  not  give  better 
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facilities  and  service  than  the  direct  route,  no  one  would  use  it,  no 
matter  hoAV  earnestly  persuaded  by  agents  of  interested  railroads. 
The  use  of  circuitous  routes  in  emergencies  is  often  imperative. 

5.  The  unification  of  terminals. 

Under  private  operation  it  is  not  clear  that  this  could  be  done 
Avithout  infraction  of  law,  but  a  great  deal  was  done  during  the  life 
of  the  railroads'  war  board  in  the  way  of  extending  the  common  use 
of  terminals. 

6.  The  maintenance  of  the  "  sailing-day  plan." 

The  general  adoption  of  this  plan  by  the  railroads'  war  board  fol- 
lowed a  publication  of  its  benefits  by  the  Pennsylvania  Kailroad  Co., 
in  the  autumn  of  1917,  the  first  large  system  to  put  it  into  general 
use.  It  is  unquGstionaBly  beneficial,  and,  as  a  war  measure,  the  in- 
convenience of  less  frequent  service  was  tolerated  with  great  good 
temper  by  the  public. 

7.  The  consolidation  of  ticket  offices. 

Unquestionably  of  benefit  in  places  and  should  be  continued,  with 
discrimination,  if  permi&sive  statutory  authority  can  be  obtained. 

In  the  Government  suit  for  unmerging  the  Union  and  Southern 
Pacific  systems  a  point  to  which  the  prosecuting  officers  of  the  Gov- 
ernment attached  much  importance  as  proving  infractions  of  the 
antitrust  law  was  consolidation  of  ticket  offices.  As  a  result  of  the 
litigation  all  consolidations  of  this  character  were  broken  up. 

8.  The  utilization  of  universal  mileage  tickets. 
Unquestionably   a   good  thing,   and   should   be   continued   under 

private  control   and   protective  restrictions.     Apparently   no   legal 
obstacles. 

9.  The  standardization  of  equipment. 

Standardization  of  locomotives  is  unwise  and  unnecessary.  To 
obtain  maximum  efficiency  of  a  locomotive  and  corresponding  mini- 
mum of  cost  of  transportation  demands  close  study  of  the  alignment 
and  grade  systems,  the  nature  of  fuel,  strength  of  bridges,  weight  of 
rail,  length  of  turntables,  depth  of  roundhouses,  and  lengths  of  freight 
passing  sidings  on  the  line  on  which  they  are  to  be  operated.  As 
these  features  are  different  for  each  line,  no  locomotive  can  be  de- 
signed to  serve  all  lines  with  maximum  efficiency ;  hence  if  a  standard 
locomotive  is  to  be  pi'escribed  for  use  on  all  lines,  a  compromise  is 
the  only  possible  solution  of  the  problem,  and  a  jack-of-all-trades- 
master-of-none  locomotive  is  the  result.  The  owning  line  must  put 
up  with  indifferent  service  in  order  that  some  other  line  may  be  able 
in  emergencies  to  borrow  a  locomotive  similar  to  its  own  in  all 
respects.  The  owner  must  be  satisfied  with  80  or  90  per  cent  effi- 
ciency for  substantially  all  the  time  in  order  that  a  borrower  may 
enjo}'  similarly  lowered  efficiency  for  a  very  short  time.  The  Di- 
rector General  credits  standardization  with  prompter  deliveries  of 
locomotives.  May  it  not  be  due  to  priority  given  to  material  for 
Federal  locomotives?  Some  Southern  Pacific  locomotives  are  now 
12  months  overdue  because  of  preference  accorded  Federal  loco- 
motives, and  the  company  itself  is  very  much  in  arrears  in  completing 
locomotives  which  it  is  building  in  its  shops  because  of  delays  in 
getting  material. 

The  standardization  of  passenger  equipment  is  not  necessary,  as  it 
;c!dom  leaves  the  rails  of  the  owner. 
1 17900— 19— VOL  1 86 
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Standardization  of  certain  classes  of  freight  cars  is  desirable,  but 
should  not  be  obtained  at  a  sacrifice  of  transportation  efficiency  of 
the  owning  line  by  forcing  it  to  use  a  car  unsuitable  for  its  traffic 
because  of  excessive  dead-weight,  restricted  cubic  capacity,  etc. 
Most  of  the  important  details  of  cars  have  been  standardized  as  a 
result  of  the  studies  of  the  Master  Car  Builders'  and  Master  Me- 
chanics' Associations. 

Standardization,  unless  intrusted  to  officers  immediately  respon- 
sible for  net  revenue,  will  lead  to  the  sacrifice  of  the  substance  of 
certain  economy  in  operation  to  the  shadow  of  uncertain  economy  in 
manufacturing  costs. 

10.  The  maintenance  of  the  uniform  freight  classification  intro- 
duced by  the  United  States  Railroad  Administration. 

Unquestionably  of  benefit,  and  can  and  should  be  continued  under 
private  operation.  This  monumental  work,  on  which  the  carriers 
Ijiad  been  engaged  for  several  3^ears,  was  completed  just  before  Fed- 
eral control,  and  the  Government  deserves  credit  for  putting  it  in 
use  immediately. 

11.  The  maintenance  of  common  time-tables  betAveen  important 
points. 

The  railroads  have  desired  for  many  years  to  bring  this  about,  but 
have  been  prevented  by  fear  of  violation  of  statutes. 

12.  The  maintenance  of  high  demurrage  rates  and  uniform  rules. 

Desired  for  many  years  by  the  railroads  and  urgently  recom- 
mended by  the  railroads'  war  board  during  its  existence.  The  per- 
mission of  the  commission  to  increase  demurrage  rates  was  obtained, 
but  its  order  was  modified  in  a  short  time  to  such  an  extent  as  to 
deprive  the  carriers  of  its  expected  benefits. 

13  and  14.  The  establishment  of  through  waybilling  freight  from 
point  of  origin  to  destination  and  rendering  unnecessary  the  rebill- 
ing  by  connecting  or  intorniediatc  routes. 

Unquestionably  of  great  benefit.  If  the  practice  means  what  the 
language  implies,  it  should  break  up  to  a  large  extent,  if  not  en- 
tirely, the  practice  of  reconsignment,  which  has  been  a  most  fruitful 
source  of  delay  and  congestion. 

15.  The  elimination  of  the  old  practice  of  paying  in  mileage  or 
per  diem  rental  for  the  use  of  freight  or  passenger  cars  of  one  car- 
rier by  another. 

This  would  be  possible  to  a  considerable  extent  by  pooling  certain 
classes  of  cars  in  general  use,  1)ut  not  all  of  the  freight  cars  of  the 
country,  a  i^lan  for  which  could  no  doubt  be  worked  out  with  the 
authority  of  the  Interstate  Commerce  Commission,  which  under  the 
Esch  bill  is  vested  with  control  of  the  carriers'  equipment. 
Carriers  should  be  allowed  to  enjoy  the  exclusive  use  of  special 
equipment  desigiied  to  suit  special  conditions  and  produce  minimum 
costs  of  transportation. 

The  necessity  for  pooling  passenger  cars  does  not  exist,  as  in 
general  their  use  is  confined  to  the  owning  lines,  without  incon- 
venience to  the  public.  When  it  is  necessary  they  can  and  should  be 
freely  exchanged. 

16.  The  simplification  of  the  old  practice  of  apportioning  inter- 
line passenger  revenue. 
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As  Ave  imderstnnd  this  language,  the  practice  can  be  followed  as 
well  under  private  as  under  Federal  operation;  however,  it  is  a 
matter  in  which  the  public  is  not  interested. 

17.  The  utilization  of  water  routes  for  the  relief  of  crowded  rail 
lines. 

This  should  unquestionably  be  done,  but  past  experience  has 
shown  that  there  is  no  equipment  on  the  water  routes  to  accom- 
modate freight ;  ther^foi'c,  it  is  impossible  for  them  to  afford  relief. 
Eepresentatives  of  water-route  interests  were  met  in  conference  by 
tlie  railroads"  war  board  on  several  occasions  and  assured  of  the- 
cooperation  of  the  carriers,  but  nothing  ever  resulted  from  these- 
conferences  because  of  lack  of  water-route  equipment. 

ECONOMIES. 

The  Director  General  asserts  (pp.  B5  and  B6  of  his  memorandum) 
tlnit  i-eports  from  five  of  the  seven  regions  shoAv  that  on  a  grouji 
of  selected  principal  items  savings  totaling  $85,576,424  have  been 
effected  in  1918.  Estimating  a  pro  rata  saA'ing  for  the  other  two 
regions  would  total  $119,806,000. 

For  the  first  seven  months  of  Federal  control  47,420,000  passenger 
train-miles  were  canceled.  Inasmuch  as  the  Director  General  says 
(p.  C5)  that  the  elimination  of  many  passenger  trains  could  hardly 
be  expected  to  persist  after  the  declaration  of  peace,  we  estimate  the 
reduction  for  the  entire  vear  at  40  per  cent  more  than  that  for  seven 
months,  making  a  total  of  66.388,000. 

The  expense  per  train-mile  for  1917  was  $2.30.  The  estimated 
increase  in  operating  expenses  of  1918  OA^er  1917  is  34  per  cent, 
wdiich  Avill  raise  cost  of  a  train-mile  to  $3.08.  From  computations 
made  on  the  Southern  Pacific  in  1916  of  the  cost  of  a  passenger 
train-mile,  according  to  a  rule  prescribed  by  the  Interstate  Com- 
merce Commission,  it  is  shoAvn  to  be  38.55  per  cent  of  the  total  train- 
mile  cost;  Avhence  the  cost  of  a  passenger  train-mile  in  1918  would 
be  $1.20,  and  the  cost  of  the  reduction  in  passenger  mileage  would 
be  $79,665,000,  leaving  the  economies  from  all  sources  $40,141,000. 
The  saving  from  suppressed  passenger  service  represents  comforts 
and  accommodations  of  which  the  public  has  been  depriA^ed. 

In  his  report  to  the  President  dated  September  3,  1918,  the  Di- 
rector General  claims  to  haA^e  saved : 

Per  cent  of 
operating  expenses. 

.$6,115,000  in  the  salaries  paid  to  oflicials  and  to  eounsel 0. 16 

.$7,000,000  in  advertising: .18 

.$4,424,000  in  consolidated  ticket  offices .  11 

.$1,186,000  in  insurance .03 

$12,142,000  in  tlie  abolition  of  outside  agencies .32 

Total .80 

which  leaves  $9,274,000  to  represent  economies  from  all  sources  other 
than  those  specified.     [Percentages  ours.] 

The  Secretary  of  the  Interior  evidently  does  not  consider  the 
suppression  of  advertisements  and  the  consolidation  of  ticket  offices 
imalloyed  benefits,  because  in  his  last  annual  report,  after  mention- 
ing various  drawbacks  to  tourist  travel,  he  says : 

The  consolidation  of  ticket  offices  in  the  large  cities  also  adversely  affected 
national-park  travel.     AA'ith  opportunity  gone  to  obtain  accurate  information 
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coueerninp:  tho  more  or  less  complicated  routes  from  the  east  to  the  western 
parks,  many  preferred  to  spend  their  vacations  in  their  customary  resorts, 
witli  whose  ways  and  means  they  were  well  acquainted. 

It  is  earnestly  hoped  that,  with  the  close  of  war,  these  discouragements  to 
travel  will  he  fully  removed  hefore  the  next  season.  Tourist  travel  should  be 
heartily  encouraged.  Furthermore,  the  important  work  accomplished  by  the 
railroads  and  this  department  in  close  cooperation  during  the  last  four  years 
in  the  direction  of  informing  the  people  of  the  country  concerning  the  greatness 
of  their  scenic  possessions  and  recreational  areas,  should  not  be  lost.  The 
national  park  system  is  one  of  America's  greatest  assets,  and  it  must  not  be 
overlooked  in  planning  the  development  ol'  American  industry  after  the  war. 

Compelling  the  railroads  to  pay  their  corporate  officers  out  of  cor- 
porate funds,  instead  of  charging  these  expenditures  to  operating 
expenses,  as  was  done  during  the  test  period,  diminishes  the  fixed 
return  of  the  railroads,  and  to  that  extent  subjects  them  to  the  loss  of 
double  the  amount.  Yet  the  saving  from  all  of  these  specified  sources 
totals  considerably  less  than  1  per  cent,  or  0.80  per  cent. 

Nearly  all  of  this  insignificant  amount  accrues  from  withholding 
comforts  and  conveniences  from  the  public  that  they  have  long  en- 
joyed and  which  causes  numerous  complaints  and  unfavorable  criti- 
cism, and  inspire  resolutions  of  trade  bodies  favoring  the  return  of 
the  railroads  to  their  owners,  with  legislation  to  enable  them  to  meet 
existing  conditions. 

The  16,863,633  car  miles  saved  bj''  rerouting  freight  amounts  to  but 
two-tenths  of  1  per  cent  of  the  total  freight-car  mileage  of  the  re- 
gions in  which  the  economy  was  effected. 

AVhile  much  stress  has  been  laid  on  the  small  economies  which  we 
have  enumerated,  they  have  been  sources  of  irritation  and  friction  out 
of  all  proportion  to  their  amounts,  and  their  perpetuation  under  pri- 
vate or  Government  operation  seems  unwise.  Kearrangement  of 
local  passenger  service  without  overmuch  consideration  of  the  public's 
views;  indifference  to  promoting  traffic,  or  settling  up  vacant  lands; 
and  neglect  of  small  matters  affecting  the  personal  (^omfort  of  the 
traveler  that  have  grown  out  of  competitive  conditions  and  been 
created  by  local  managements  directly  responsive  to  the  needs  of  the 
community,  are  some  of  the  reasons  given  by  the  patrons  of  the  roads 
for  desiring  their  return  to  private  management,  with  sucli  legisla- 
tion as  will  enable  the  owners  to  receive  them  back  from  the  Govern- 
ment. 

The  plan  evolved  by  our  committee,  after  arduous  study  extending 
over  a  period  of  about  six  years,  that  has  been  presented  to  you  by  our 
chairman,  Mr.  Cuyler,  and  expounded  by  our  counsel.  Mr,  Thom,  has 
been  adopted  by  the  Association  of  Railway  Executives,  representing 
about  92  per  cent  of  the  earnings  of  the  country.  In  it  we  ask  Con- 
gress to  make  it  possible  for  the  carriers  to  give  the  public  the  advan- 
tages of  conservation  of  capital  by  requiring  unification  of  lines  and 
terminals,  when  required  in  the  public  interest,  by  promoting  useful 
consolidations,  and  permitting  agreements  as  to  rates  and  practices, 
the  benefits  of  which  have  been  proven  during  Federal  operation,  but 
which  the  carriers  by  laAV  have  been  prevented  by  law  from  sup- 
plying. 

Its  fundamental  features,  to  which  details  of  organization  and 
operating  machinery  are  subordinate,  are : 

1.  The  creation  of  a  department  of  transportation,  headed  by  a 
secretarv,  who  would  sit  at  the  President's  council  table,  who  would 
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relieve  the  Interstate  Coninierce  Commission  of  its  executive  duties; 
and  in  whose  jurisdiction  would  be  centered  rate  regulation,  subject 
to  revision  by  the  Interstate  Connnerce  Conuuission.  and  the  fixing 
of  wages;  and  Avho  would  use  the  power  of  the  administration  to 
maintain  proper  service,  to  create  the  necessary  credit  for  the  car- 
riers, and  to  maintain  harmonious  relations  between  employers  and 
employees. 

2.  The  adoption  of  a  fixed  policy  as  to  the  revenues  of  the  car- 
riers by  requiring  that  the  influence  of  the  President,  through  his 
Secretary  of  Transportation,  shall  be  put  behind  movements  for  in- 
creased rates  which  he  finds  proper,  and  the  establishment  of  a 
statutory  rule  for  rate-making,  which  shall  require  that  rates  be  not 
only  reasonable  but  adequate  and  sufficient  to  protect  existing  invest- 
ment and  to  attract  capital  necessary  to  maintain  existing  properties 
up  to  the  standard  of  the  public  need,  and  for  the  construction  of 
extensions  and  branches. 

3.  To  provide  for  compulsory  Federal  incorporation  and  for  the 
elimination  of  the  conflict  of  regulating  power  between  the  States 
and  the  Federal  Government  as  to  all  essential  matters,  including 
rates.  State  and  interstate,  with  as  little  interference  as  possible  with 
the  State  commissions  in  carrying  out  the  intended  purposes. 

I  wish  to  record  the  hearty  approval  and  recommendation  of  the 
plan  by  substantially  all  of  our  constitutents,  as  well  as  my  own, 
and  to  express  the  belief  that  if  transmuted  into  law  it  will  mark  an 
epoch  in  the  transportation  history  of  the  United  States.  Competent 
critics,  both  home  and  foreign,  have  heretofore  characterized  the 
service  of  the  railways  of  the  United  States  as  the  best  in  the  world, 
notwithstanding  they  have  the  lowest  capitalization,  pay  the  highest 
wages,  and  collect  the  lowest  tolls  from  the  public.  We  believe  that 
the  character  of  service  that  has  merited  this  high  praise  can  be 
greatly  improved  by  profiting  from  the  experience  gained  in  pri- 
vate and  governmental  operations.  Our  plan  is  not  presented  in  the 
shape  of  a  hard  and  fast  bill,  but  is  offered  as  a  suggestion,  by  no 
means  inflexible,  of  a  way  to  attain  desired  ends. 

The  question  of  a  guaranty  was  freely  discussed  in  our  delibera- 
tions, but  we  do  not  ask  for  a  guaranty.  We  recognize  that  the 
establishment  of  a  definite  guaranty  would  stifle  all  incentive  to 
efficient  management  and  would  destroy  competition  as  to  service 
and  facilities,  for  if  necessary  rcA^enue  could  be  obtained  without 
effort,  what  inducement  would  exist  to  make  an  effort  ? 

To  obtain  the  most  efficient  and  economical  management  those 
charged  with  the  conduct  of  the  business  must  be  personally  interested. 

Under  our  plan,  if  a  rate  system  be  put  into  efl'ect  in  a  given  region 
that  will  produce  revenue  adequate  to  yield  a  fair  return  on  roads 
operated  under  average  conditions  and  with  reasonable  efficiency  and 
to  enable  them  to  maintain  their  credit  and  pay  satisfactory  returns 
to  their  security  holders,  some  roads  below  the  average,  which  should 
never  have  been  built  or  which  were  poorly  located  and  are  indiffer- 
ently managed,  may  be  forced  to  reorganize  or  sell  their  properties, 
while  those  above  the  average  will  prosper;  but  all,  without  excep- 
tion, will  be  stimulated  by  self-interest  to  create  new  and  increase 
existing  traffic  by  competition  in  service  and  facilities,  because  by 
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SO  doing  the  returns  to  the  owners  are  increased  and  at  the  same  time 
the  public  is  better  served. 

The  carriers  desire  to  be  permitted  to  use  all  legitimate  means  to 
earn  sutKcient  to  provide  safe,  adequate,  and  sufficient  service,  to  pro- 
tect their  existing  investments,  to  attract  new  capital,  and  to  reflect 
the  cost  of  wages  and  all  other  expenses  incident  to  furnishing  trans- 
portation. 

Under  our  plan  the  measure  of  success  of  their  operation  depends 
on  the  efficiency  and  economy  of  their  management,  the  extent  to 
which  their  traffic  is  fostered,  and  industrial  development  on  their 
lines  is  encouraged;  and  recognizing  this,  they  accept  full  responsi- 
bility for  results. 

Now,  I  wanted,  as  part  of  my  memorandum,  to  read  to  you  a  few 
short  extracts  from  the  annual  reports  of  the  Investment  Bankers' 
Association  of  America,  made  at  their  Baltimore  meeting  in  1917  and 
at  their  Atlantic  City  meeting  in  1918. 

The  Investment  Bankers'  Association  of  America  has  over  400 
members,  including  practically  all  prominent  banks  and  trust  com- 
panies with  bond  departments  and  private  banking  firms  and  bank- 
ing corporations  which  make  a  practice  of  buying  and  distributing 
bonds  and  investment  stocks. 

These  bankers  must,  perforce,  examine  very  carefully  the  condi- 
•  tion  of  the  corporations  whose  securities  they  recommend  to  their 
patrons  and  are  most  competent  to  diagnose  the  troubles  of  the  trans- 
portation companies  and  to  suggest  remedies,  and  these  quotations  are 
so  apt  that  I  will  ask  your  patience  for  just  a  few  moments  to  read 
them. 

The  following  quotations  from  the  report  of  their  committee  on 
railroad  securities,  made  to  the  board  of  governors  and  members  at 
the  annual  convention  of  the  association  November  12,  1917,  afford 
strong  support  to  the  views  of  the  Association  of  Railway  Executives : 

The  committee  believes  tliat  expansion  of  facilities  is  the  most  important 
problem  ^^•hieh  the  railroads  will  have  to  face  during  the  next  few  years,  and 
that  expansion  sufficient  to  meet  the  demands  of  the  business  of  the  country 
will  be  impossible  until  the  present  unwillingness  of  investors  to  provide  new 
capital  can  be  overcome. 

Opinions  differ  materially  as  to  the  causes  foV  the  present  unsatisfactory 
situation.  Individual  cases  of  mismanagement  and  the  depreciation  which  has 
talvcn  place  in  market  values,  due  to  unfavorable  financial  conditions  incident 
to  tlie  war,  are  frequently  referred  to  as  the  primary  causes  for  loss  of  confi- 
dence in  railroad  securities.  While  the  committee  believes  that  both  of  these 
factors  have  added  to  the  difficulties  of  financing,  it  is  strongly  of  the  opinion 
that  the  loss  of  confidence  is  due  largely  to  the  decline  of  credit  brought  about 
by  decreasing  margins  of  net  earnings  over  fixed  charges  and  dividends.  The 
conclusions  of  the  committee  are  based  upon  an  examination  and  an  analysis 
of  the  financial  statements  of  a  large  majority  of  the  railroad  systems  of  the 
country.  These  statements  clearly  show  that  the  margins  over  fixed  charges 
and  reasonable  dividends  have  been  steadily  and  almost  universally  declining 
for  some  years,  and  this  condition  applies  for  the  most  part  to  the  well-man- 
aged and  conservatively  capitalized  systems  as  well  as  to  the  systems  whose 
managements  have  been  fair  subjects  of  criticism. 

That  confidence  was  not  restored  and  the  attitude  of  investors  was  not 
changed  by  the  more  favorable  residts  shown  by  the  railroad  statements  for  the 
year  1916  may  well  be  attributed  to  lack  of  assurance  of  the  permanency  of 
the  improvement,  due  to  the  difficulties  which  railroads  have  experienced  in 
the  past  in  their  efforts  to  obtain  increased  rates  to  offset  increased  costs  of 
operation,  and  the  apparent  failure  of  the  regulating  authorities  to  recognize 
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the  aniouiit  of  niari^in  over  lixed  eharf^es  and  dividends  which  is  necessary  to 
maintain  crodit  on  a  satisfactory  l)a.sis. 

Tlie  comniitt(>e's  views  in  this  matter  appear  to  be  confirmed  by  the  testi- 
mony of  the  ollicers  of  the  large  savin^^s  banks  and  life  insui'ance  companies 
before  the  Interstate  Connnerce  Connnlsslon  at  the  recent  hearing  in  Wash- 
ington in  connection  with  the  Fifteen  Per  Cent  Rate  Increase  Case,  which 
clearly  showed  that  the  unwillingness  of  such  institutions  to  make  further  in- 
vestments in  railroad  securities,  with  a  possible  exception  of  the  best  under- 
lying, issues- of  bonds,  was  due  more  to  distrust  of  the  security  of  sucli  invest- 
ments than  to  any  other  cause. 

The  ct)nunittee  believes  that,  on  the  basis  of  the  operating  costs  which  have 
prevailed  in  recent  years,  rates  have  been  insufficient  to  provide  adequate  mar- 
gins over  the  amounts  required  to  pay  a  reasonable  and  fair  return  on  capital 
legitimately  invested  in  railroad  properties.  It  further  believes,  unless  operat- 
ing costs  can  be  materially  reduced,  that  more  liberal  rates  for  the  future  will 
be  necessary  if  railroad  investments  are  to  be  properly  protected  and  new 
capital  is  to  be  made  available  for  future  requirements. 

*  *  jH  K:  *  *  * 

Railroads  operating  within  certain  prescribed  territories  are  obliged  by  eco- 
nomic laws  and  by  the  mandates  of  the  Interstate  Commerce  Commission  to 
handle  similar  business  at  similar  rates.  Some  railroads  must  necessarily  be 
more  prosperous  than  others,  because  more  advantageously  located  or  because 
of  the  greater  ability  of  their  managers. 

The  committee  believes  that  the  public  interest  would  not  be  served  by  bas- 
ing rates  upon  conditions  surrounding  the  roads  which  are  least  advanta- 
geously located  or  operated  with  the  least  efficiency,  nor  would  it  be  any  better 
served  by  basing  rates  upon  conditions  which  surround  those  most  advantage- 
ously located  and  most  efficiently  operated.  Lack  of  foresight  and  inefficiency 
should  be  penalized,  as  foresight  and  efficiency  should  be  rewarded. 

Broadly  speaking,  the  public  will  best  be  served  by  rates  for  service  suffi- 
ciently liberal  to  allow  the  railroads  operated  under  average  conditions  and 
with  reasonable  efficiency  to  maintain  their  credit  and  pay  satisfactory  returns 
to  their  security  holders. 

The  committee  on  railroad  securities,  in  its  report  to  the  asso- 
ciation at  its  seventh  annual  convention,  held  at  Atlantic  City. 
December  9,  1918,  said : 

With  the  ending  of  the  war  the  main  purpose  for  which  the  railroads  were 
taken  over  has  been  served,  and  we  are  now  confronted  not  only  with  the  prob- 
lem of  readjusting  the  temporary  relations  which  have  been  established  between 
the  railroad  and  the  Government  as  called  for  by  the  railroad-coutrol  bill, 
but  the  more  .serious  problem  of  the  permanent  policy  of  the  Government 
toward  railway  operation  and  owner>hip. 

******* 

The  necessity  for  the  temporary  control  of  the  railroads  by  the  Govern- 
ment as  a  war  measure  will  undoubtedly  be  interpreted  by  some  to  indicate 
that  the  transportation  needs  of  the  country  can  not  be  met  by  private  man- 
agement under  any  conditions.  Careful  consideration  of  the  circumstances, 
however,  may  well  lead  to  the  conclusion  that  the  success  or  failure  of  private 
management  under  a  system  of  reasonable  and  fair  regulation  has  never  been 
tested,  but  that  the  existing  method  of  regulating  private  management  is  a 
demonstrated  failure. 

The  assumption  of  control  by  the  Government  will  be  considered  by  others 
as  having  provided  the  only  prompt  way  of  making  effective  the  most  im- 
portant measures  which  many  railroad  managers  have  advocated  for  many 
years  as  necessary  for  economy  and  efficiency.  Railroads  have  been  subject 
to  laws  which  were  enacted  with  a  view  to  maintaining  a  policy  of  competition, 
the  inevitable  result  of  v/hich  was  duplication  of  facilities  and  waste  of  capital 
and  laws  also  which  prevented  such  unification  of  operation  as  can  only  come 
from  a  connnon  control  or  ownership  of  properties.  The  object  of  Federal 
control  was  largely  to  overcome  the  handicaps  to  operation  imposed  by  the.sc 
restrictions. 
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The  railroads  for  many  years  had  maintained  that  increases  in  operating 
expenses  should  be  met  by  commensurate  increases  in  rates.  The  Federal 
administration  at  once  recognized  that  the  Government  should  not  operate  the 
railroads  at  a  loss,  that  income  must  keep  pace  with  expenses,  and  one  of  Its 
first  acts  was  to  increase  freight  rates  substantially  25  per  cent  and  passenger 
rates  50  per  cent.  Had  the  railroads  been  free  to  manage  their  properties  as 
the  Government  has  managed  them,  had  they  been  allowed  under  proper  super- 
vision to  bring  about  such  operating  economies  as  would  have  been  possible 
under  greater  unification  of  control,  had  they  been  allowed  to  meet  increased 
expenses  with  corresponding  increases  in  rates,  and  thus  maintain  their  credit, 
it  is  reasonable  to  expect  that  they  would  have  been  adequately  equipped  both 
physically  and  financially  to  have  met  the  demands  of  the  war  period,  and  Gov- 
ernment control  in  that  case  would  not  have  been  necessary. 

Nobody  to-day  seriously  questions  the  advisability  of  a  policy  of  regulation 
which  aims  to  protect  the  iniblic  from  abuses  and  discriminations  of  various 
kinds,  but  it  demands  at  the  same  time  a  regulation  which  will  enable  the 
well-managed  railroads  to  maintain  their  credit  upon  a  satisfactory  liasis. 
No  business  enterprise  can  be  periuanently  successful  without  credit,  and  the 
railroads  are  no  exception  to  the  rule.  The  alternative  is  public  ownership  or 
some  system  of  public  control  where  security-  will  not  be  dependent  upon  the 
merits  of  particular  enterprises,  but  on  the  soundness  of  public  credit. 

While  we  do  not  feel  that  it  is  within  the  province  of  your  present  committee, 
whose  term  of  office  expires  with  this  convention,  to  enter  into  a  discussion  of 
possible  solutions  of  the  transportation  problem,  its  members  are  in  agreement 
about  a  number  of  obvious  facts  in  relation  to  which  it  may  be  well  to  touch 
upon  briefly  in  conclusion. 

First.  The  prewar  plan  of  railroad  regulation  was  a  demonstrated  failure. 
Second.  The  railroads  should  not  l)e  returned  to  their  prewar  status  without 
providing  relief  from  the  burdensome  conditions  under  which  they  have  hereto- 
fore operated. 

Third.  Any  iilan  of  future  Government  control  should  eliminate  the  conflict 
of  control  bet\Aeen  State  and  Federal  bodies. 

Fourth.  The  Sherman  antitrust  law  and  State  antitrust  laws  in  their  appli- 
cation to  transportation  should  be  repealed  in  the  interests  of  efficiency  and 
economy,  because  such  laws  are  unnecessary  xmder  proper  governmental 
regiUation. 

Fifth.  Any  plan  of  Government  control  which  increases  operating  expense 
and  regulates  income  should  assume  responsibility  for  adequate  earnings  and 
sustained  credit. 

Our  study  of  the  railroad  situation  leads  us  to  regard  these  facts  as  beyond 

dispute,  and  we  feel  that  any  plan  for  the  future  must  proceed  from  this  point. 

We  may  further  add  that  the  alternative  of  Government  ownership,  which  is 

being  proposed  by  some  as  the  best  solution  for  the  difficulties  presented,  in 

the  opinion  of  the  connuittee  does  not  offer  the  measure  of  relief  demanded. 

We  find  nothing  in  the  expei-ience  of  other  countries  in  the  Government  own- 
ership of  transportation  which  warrants  the  assumption  that  such  an  experi- 
ment in  this  countx'y  will  be  successful.  According  to  reliable  authorities  the 
records  of  Government  ownership  the  world  over  show  decreased  efficiency, 
increased  expense,  lessened  initiative,  political  interference,  and  economic 
waste.  Furthermore,  we  find  nothing  in  the  experience  of  our  own  country  in 
the  field  of  public  ownership  which  encourages  the  hope  that  we  can  profitably 
extend  its  sphere. 

Now,  I  "want  to  say  that  at  tlie  time  our  plan  was  adopted  and  my 
memorandum  written,  we  did  not  know  of  the  existence  of  these 
reports.  They  were  broii£:;ht  to  my  attention  about  a  week  or  10  days 
ago  by  a  member  of  the  Investment  Bankers'  Association,  who  hap- 
pened to  be  in  Washington,  and  who  sent  me  a  copy  of  them,  and,  as  I 
say,  they  seemed  so  closely  to  fit  the  present  situation  that  I  took  the 
liberty  of  quoting  them  to  vou,  as  I  have  just  done:  and  I  want  to 
repeat  that  these  gentlemen,  by  their  occupation,  are  perhaps  the 
best  critics  that  you  could  get  of  the  condition  of  railroad  credit  and 
the  soundness  of  the  securities  they  offer  to  the  public,  because 'I 
think  everyone  of  us,  judging  by  his  own  experience,  knows  that  in 
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bujnng  securities  he  <renerally  relies  on  the  representations  of  the 
banker  or  broker  who  is  selling  them,  who  makes  it  his  business  to 
study  the  condition  of  soundness  or  unsoundness  of  the  corporation 
that  issues  them. 

The  Chairman,  Mr.  Kruttschnitt,  from  your  paper  which  you  have 
read,  I  would  judge  that  the  only  justification  for  the  Government 
assuming  control  of  the  roads  during  the  war  was  to  unify  or  rather 
to  avoid  interference  with  the  mone}^  market,  as  the  Government 
needed  to  preempt  that  field,  and  also  the  question  of  wages? 

Mr.  Kruttschnitt.  Those  were  the  two  reasons  the  President  gave 
us  when  he  asked  us  to  come  to  the  White  House,  two  or  three  days 
before  he  issued  his  proclamation,  because  he  prefaced  his  remarks  by 
stating  that  everything  in  the  w^ay  of  cooperation  that  could  possibly 
be  asked  for  had  been  done ;  and  he  afterwards,'  very  graciously,  made 
that  same  announcement  publicly,  as  I  read  in  my  paper.  Those 
were  the  controlling  reasons. 

Tlie  Chairman.  !Now,  I  also  take  it,  from  following  your  reading 
of  this  paper,  that  there  seems  to  be  some  conflict  with  regard  to  a 
statement  of  fact :  If  I  understood  Mr.  Thorn  correctly  the  other  day, 
he  was  complaining  that  there  had  been  charged  to  the  railroads  an 
enormous  amount  for  betterments  and  equipment  which  the  Govern- 
ment w^as  insisting  the  railroads  should  take,  and  which  the  Govern- 
ment had  ordered.  From  this  statement  of  yours  it  seems  as  if  the 
equipment  has  not  exceeded,  if  it  has  reached,  what  you  yourselves 
had  already  anticipated  and  were  making  provision  for. 

Mr.  Kruttschnitt.  Mr.  Thorn's  statement  is  correct.  That  is  true. 
The  Government  insists  that  the  carriers  take  the  locomotives  and 
cars  which  were  ordered  without  consulting  them ;  they  did  not  need 
such  a  quantity  of  equipment  in  addition  to  what  they  themselves 
had  ordered,  and  made  no  provision  for  it.  The  figures  I  gave  you 
there  are  absolutely  accurate  up  to  the  date  when  that  statement 
ends — September  30.  As  I  told  you,  at  that  time  substantially  none 
of  the  Government  order  for  cars  had  been  delivered.  To  be  accurate, 
I  gave  you  the  exact  number,  which  w^as  92,  which  was  only  a  very 
small  fraction  of  a  per  cent  of  the  100,000  ordered,  and  only  126  of 
the  locomotives  had  been  delivered  up  to  that  time. 

Senator  Pomerene.  September  when? 

Mr.  Kruttschnitt,  September  30, 1918 ;  or,  to  put  it  briefly,  everj''- 
thing  that  the  Kailroad  Administration  did  in  the  way  of  handling 
transportation  was  done  with  equipment  provided  by  the  foresight 
of  the  owners  of  the  propert3\ 

The  Chairman.  Now,  where  does  this*  additional  expense  come  in 
to  which  your  counsel  called  the  attention  of  the  committee,  claiming 
that  there  was  an  enormous  amount  of  equipment  that  had  been  ap- 
portioned to  the  several  roads  and  about  which  they  were  complain- 
ing— where  does  that  come  in? 

Mr.  Kruttschnitt.  The  apportionment  has  been  made.  The  cost 
of  this  equipment  is  about  $367,000,000,  It  has  been  apportioned  to 
the  roads,  but  it  has  not  been  delivered  and  it  has  not  been  paid  for, 
Mr,  Thorn  gave  you  a  statement  of  the  betterment  program  that  had 
been  outlined  by  the  Federal  Administration,  but  it  has  not  been 
completed. 
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The  Chairman.  So  that  your  objection  lies  in  the  fact  that,  now 
that  peace  has  come,  you  would,  prefer  that  that  authorization  be 
terminated  and  that  the  expense  be  not  charged  to  you?  Is  that 
your  idea? 

Mr.  Kruttschnitt.  We  suggested  that  to  the  Federal  administra- 
tion, particularly  as  to  the  cars.  Many  of  the  roads,  including  our 
own,  did  not  need  the  cars — did  not  want  them ;  and  they  are  not  suit- 
able for  our  uses,  and  we  asked,  as  soon  as  the  armistice  was  signed, 
if  they  would  not  cancel  those  orders  and  relieve  us  of  the  obligation 
under  them.  Their  answer  was  that  they  had  tried  in  every  possible 
way  to  cancel  the  orders,  but  that  it  was  impossible.  That  will  also 
apply  to  a  good  many  other  improvements — I  mean  improvements  as 
to  property,  construction  of  sidings,  track  and  terminals,  additional 
shops,  and  what  not. 

The  Chairman,  So  that  all  that  was  accomplished  by  Federal  con- 
trol was  accomplished  by  the  means  that  you  had  provided  before 
the  Government  took  control  of  the  roads? 

Mr.  Kruttschnitt.  Yes;  and  to  emphasize  what  I  say,  I  claim 
that  we  did  more  work  than  the  Government  did  with  the  equipment 
that  we  had  in  1917,  so  that  they  had  whatever  advantage  there  was 
in  the  delivery  of  the  equipment  between  the  1st  of  January,  1918, 
and  during  the  nine  months  up  to  the  end  of  September,  that  we  had 
ordered.  Of  course,  there  were  some  small  deliveries  on  orders  of 
locomotives  that  we  had  ordered.  I  said  3,400  were  due  on  the  1st 
of  January.  Some  of  those  were  delivered  in  the  nine  months,  and 
some  of  the  35,000  cars  were  delivered.  But  I  do  say  that  the  traffic 
of  the  country,  and  a  larger  traffic  than  the  Government  handled, 
was  handled  with  equipment  substantially  smaller  than  was  in  the 
hands  of  the  United  States  Railroad  Administration,  and  you  will 
find  by  consulting  their  statements  of  operation  that  they  show  in 
their  possession  a  substantially  greater  number  of  locomotives  at 
the  present  time — they  showed  a  greater  number  in  September  than 
they  had  in  January.  Of  course,  that  was  due  to  the  deliveries  in 
the  interim.  But  I  do  want  to  make  it  clear  that  those  deliveries 
were  on  orders  placed  under  private  control,  because  I  have  found 
out  that  only  92  of  the  freight  cars  ordered  by  the  Government  were 
delivered  and  126  of  the  locomotives.  Since  the  30th  of  September 
the  deliveries  have  been  more  rapid. 

The  Chairman.  This  authorization  of  equipment,  was  that  wholly 
at  the  instance  of  the  Government,  or  was  there  submitted  to  you  a 
request  for  a  budget,  so  to  speak,  of  what  would  be  necessary  to  meet 
the  emergency? 

Mr.  Kruttschnitt.  Early  in  1918  the  Railroad  Administration 
asked  the  roads  to  submit  a  budget.  On  our  budget  there  was  no 
equipment  asked  for  at  all.  On  the  contrary,  we  not  only  omitted 
it  from  the  budget  but  we  answ^ered  certain  questionnaires  that  they 
sent  out  wanting  to  know  just  what  locomotives  and  cars  we  wanted 
that  we  needed  none,  that  we  had  ample ;  including  not  only  what  we 
had,  but  what  was  due  us  on  deliveries ;  and,  as  to  locomotives,  what 
we  were  building  in  our  own  shops.  I  understand  that  the  same  course 
was  pursued  throughout  with  all  the  railroads  of  the  country.  I  Imow 
that  a  large  number  did  not  want  any  equipment  and  have  protested, 
as  we  have  done,  to  the  allotment  of  equipment  that  we  do  not  need ; 
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and  represented  that  we  needed  the  money  to  pay  for  betterments  in 
other  directions,  that  had  been  agreed  upon  with  the  Railroad  Ad- 
ministration, and  that  we  would  not  have  money  to  pay  for  the 
equipment. 

The  Southern  Pacific  Co.  provided  for  delivery  in  1918  of  62 
locomotives — no;  about  100  locomotives,  about  40  of  which  were 
placed  in  contract  slxops  and  62  of  which  they  proposed  to  build 
themselves.  Few  of  those  locomotives,  except  about  25  that  were 
built  in  our  own  shops,  were  delivered  in  1918,  and  the  40  to  be  built 
in  contract  shops  have  been  deferred  at  one  time  and  another  until 
they  are  now  about  15  months  overdue;  they  were  deferred  because 
the  Government  was  building  these  Government  locomotives. 

Senator  Kellogg.  These  Federal  locomotives  were. built  in  contract 
shops  ? 

Mr.  Kruttsciijs'itt.  Yes.  We  had  arranged  for  some  5,400  freight 
cars  to  be  added  to  our  equipment,  that  we  were  building  in  our 
own  shops. 

Senator  McLean.  Wei-e  these  Government  locomotives  for  foreign 


use 


Mr.  Kruttschnitt.  No;  for  home  use. 

Senator  McLean.  They  were  not  to  be  exported? 

Mr.  Kruttschnitt.  No. 

Senator  Pomerene.  Were  they  of  the  type  you  were  building,  or 
what  is  called  the  standardized  type  ? 

Mr.  Kruttschnitt.  They  were  the  standardized  locomotives.  We 
did  not  bother  our  heads  much  about  locomotives,  because  they  have 
never  allotted  any  of  them  to  us.  They  seem  to  have  accepted  as 
final  our  judgment  that  w^e  had  enough. 

Senator  Po:merene.  Were  these  locomotives  ordered  for  any  par- 
ticular road  ? 

Mr.  Kruttschnitt.  No  :  they  were  ordered  in  bulk. 

Senator  Pomerene.  In  bulk,  and  to  be  distributed  as  afterwards, 
in  their  judgment,  they  might  deem  proper? 

Mr.  Kruttschnitt.  Exactly.  The  allotment  to  us  was  2,000  freight 
cars,  which  would  have  cost  $6,100,000.  Now^,  we  were  building  at 
the  time  that  allotment  was  made,  in  our  own  shops,  5,200  cars  that 
were  costing  us  $2,000  apiece. 

Senator  Pomerene.  And  the  others  cost  $3,000  apiece? 

Mr.  Kruttschnitt.  Yes;  and  there  would  have  been  a  difference 
of  $2,000,000  in  the  bill  for  the  2,000  cars.  Furthermore,  the  cars 
they  wanted  to  assign  to  us  were  not  as  efficient  as  our  own  cars. 
The  proportion  of  dead-weight  was  very  much  greater  than  in  ours. 

Senator  Pomerene.  Did  you  have  contracts  which  would  have  re- 
quired the  delivery  of  your  cars — -the  5.200  of  which  you  spoke? 

Mr.  Kruttschnitt.  No;  we  were  building  them  ourselves. 

Senator  Pomerene.  In  your  own  shops? 

Mr.  Kruttschnitt.  Yes;  in  our  own  shops. 

The  Chairman.  Mr.  Kruttschnitt,  was  this  request  for  a  budget 
made  to  the  individual  roads,  or  to  the  consolidated  railroad  man- 
agement here,  under  war  conditions?  Was  each  road  asked  sepa- 
rately, or  did  they  ask  this  unified  railroad  management  that  just 
preceded  the  Government  control,  to  send  in  their  requirements  in 
bulk — the  92  per  cent  which  you  represent? 
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Mr.  Kruttsciinitt.  No;  this  unified  private  control  passed  out  of 
existence  on  the  1st  of  January,  1918. 

The  Chairjman.  Yes. 

Mr.  Kkuttschnitt.  It  was  no  longer  in  existence,  and  these  re- 
quests for  budgets  were  sent  to  the  individual  loads  by  the  repre- 
sentative of  the  Director  General. 

The  Chairman.  So  that  each  road  sent  in  its  requirements? 

Mr.  Kruttschnitt.  Yes. 

The  Chairman.  Do  you  know  whether  those  requirements  or 
copies  of  those  requirements  are  available? 

Mr.  Kruttschnitt.  They  are  on  file,  of  course,  in  the  office  of  the 
railroad  administration.  They  are  available  there,  and  our  in- 
dividual roads  have  copies,  of  course,  of  the  budgets  we  sent  in  for 
our  oAvn  roads. 

Senator  Pomerene.  I  want  to  pursue  that  inquiry  about  those 
cars  a  little  further,  if  I  may.  You  made  an  estimate  here  of  $2,000 
as  your  cost? 

Mr.  Kruttschnitt.  Yes. 

Senator  Pomerene.  5,200  cars  would  cost  your  ow^n  company  for 
building  in  your  owni  shops  $2,000  apiece  ? 

Mr.  Kruitschnitt,  That  is  what  they  were  costing  Avhen  we  had 
the  last  report,  which  was  early  in  1918.  Of  course,  we  do  not  get 
the  shop  accounts  now. 

Senator  Pomerene,  At  that  time  were  you  paying  the  prevailing 
increased  wages,  and  so  forth? 

Mr.  Kruttschnitt.  We  were  paying  the  wages  that  prevailed,  I 
will  say,  about  April,  1918;  but  the  comparison  is  fair,  because  that 
was  what  the  cars  were  costing  us  at  those  rates  of  wages,  and  the 
Government  was  paying  the  same  prices  for  materials  and  wages,  or 
perhaps  a  little  more,  when  they  let  the  contract  for  the  100,000  cars. 
I  do  not  remember  exactly  when  the  Government  contract  was  let, 
but  probably  about  April  or  May  of  1918. 

Senator  Pomerene.  Then,  if  the  wages  and  the  material  cost  your 
company  and  the  Government  practically  the  same,  how  do  you 
account  for  the  difference  between  the  price  of  $2,000  and  the  price 
of  $3,000,  which  the  Government  was  going  to  charge  j^ou  ? 

Mr.  Kruttschnitt.  Part  of  the  difference  w' as  due  to  this :  Late  in 
1917  we  foresaw  the  difficult}'^  of  getting  equipment  and  our  shops 
were  asked  to  estimate  on  their  capacity  to  build  both  freight  cars 
and  locomotives,  and  they  were  told  in  estimating  that  they  might 
assume  that  whatever  additional  machine  tools  they  asked  for  would 
be  furnished;  and  we  had  an  estimate  from  our  shops  in  Houston, 
Tex.,  and  in  Sacramento,  Cal. — our  two  largest  shops — that  collec- 
tively they  could  build  about  62  locomotives  in  a  period  of  about 
15  months  if  furnished  Avith  certain  machine  tools  which  were  fur- 
nished; and  they  Avere  told  to  go  ahead  and  build  them.  The 
requisitions  of  the  managers  at  that  time  were  for  some  5,200  or 
5,300  freight  cars,  and  they  were  asked  "Can  you  build  those  cars?" 
They  said  "  We  can,  if  we  can  got  the  material,  but  it  will  be  very 
difficult  to  get  the  steel."  And  they  were  told  to  consult  certain 
rerolling  mills  on  the  Pacific  Coast,  that  were  rolling  shapes  out  of 
old  wrought  iron,  and  to  minimize  the  use  of  steel  as  much  as  pos- 
sible in  the  construction  of  these  new  cars. 
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We  had  plenty  of  wood,  but  very  little  steel;  and  we  designed  a  car 
which,  I  am  told,  is  giving  as  good  service  as  any  car  we  ever  had,  with 
only  about  3,300  or  3,400  pounds  of  structural  metal  in  it,  as  against 
an  entire  steel  underframe  that  the  Government  has  in  its  cars.  Of 
course,  our  substitution  of  a  great  deal  of  wood  for  steel  would  ac- 
count for  much  of  the  increased  cost  of,  the  Government  car ;  but  the 
fact  is  that  we  were  building  a  car  which  was  entirely  suitable  for 
our  needs  at  a  cost  of  about  $2,000,  in  our  shops,  and  those  other  cars 
were  allotted  to  us  at  a  cost  of  substantially  $3,000  apiece. 

Senator  Pomekene.  Meanwhile,  were  your  shops  occupied  and  in 
operation  ? 

^fr.  Kruttschnitt.  Oh,  jes. 

Senator  Pomere^e.  Were  they  building  any  part  of  these  cars 
which  were  allotted  to  you  by  the  Government? 

Mr.  Kruttsciinitt.  No;  all  of  those  are  built  in  contract  shops. 

Senator  Pomerexe.  What  reason  was  advanced  for  not  permitting 
your  shops  to  continue  to  build  these  cars  at  a  cost  of  $2,000  and 
seeking  to  allot  to  you  $2,000  cars  at  $3,000  apiece? 

Mr.  Kruttschnitt.  Because  they  said  we  did  not  have  enough 
freight  cars.  The,v  allotted  these  2,000  cars,  in  addition  to  the  cars 
that  we  were  building;  they  said  we  must  buy  those  additional  2,000 
cars.  Now,  as  a  matter  of  fact,  we  pointed  out  to  them  that  for  five 
years  the  Southern  Pacific  Co.  has  received  an  annual  income  of  a 
million  and  a  quarter  dollars  per  year  for  rental  of  its  freight  cars 
in  excess  of  the  rental  that  it  was  paying  its  connections  for  their 
freight  cars.  In  other  words,  we  were  receiving  a  net  income  of 
about  $1,2.50,000  a  year  for  the  rental  of  our  cars  that  were  off  on 
foreign  lines,  and  in  addition,  we  were  doing  our  business  perfectly 
satisfactorily.  We  handled  in  1917,  which  was  the  year  of  our  maxi- 
mum traffic  and  maximum  efficiency  of  operation,  80  per  cent  more 
traffic  per  freight  car  than  we  had  done  24  months  before. 

Senator  Pomerene.  Eighty  per  cent? 

Mr.  KRUTTSCii]snT.  Yes;  in  other  words,  every  freight  car  did  al- 
most twice  as  much  as  was  done  two  years  before ;  that  is,  by  increas- 
ing its  rapidity  of  movement  and  the  load  in  it. 

Senator  Pomerene.  Now%  let  me  ask  you  just  a  question  or  two 
here :  In  your  memorandum  you  use  this  language :  "  Competent 
critics,  both  home  and  foreign,  have  heretofore  characterized  the  serv- 
ice of  the  railways  of  the  United  States  as  the  best  in  the  world,  not- 
withstanding they  have  the  lowest  capitalization,  pay  the  highest 
wages,  and  collect  the  lowest  tolls  from  the  public.''  What  especially 
attracted  my  attention  was  your  statement  about  the  American  roads 
having  the  lowest  capitalization. 

Mr.  Kruttsciinitt.  Well,  they  have. 

Senator  Pomerene.  Upon  Avhat  facts  is  that  statement  based?  Cap- 
italization is  a  comparative  term,  of  course.  I  do  not  quite  under- 
stand that.  There  might  be  one  capitalization  and  a  given  amount 
of  assets  represented  by  that  capitalization  in  this  country,  and  there 
might  be  another  amount  of  property  and  another  amount  of  capitali- 
zation in  the  old  country.  I  am  seeking  in  my  own  mind  to  place 
these  various  roads  upon  a  common  footing,  so  that  I  can  visualize 
the  situation,  if  possible. 
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Mr,  Kruttschnitt.  Well,  the  figures  that  I  use  are  figures  that  are 
quite  widely  prevalent  and  quoted.  I  can  produce  the  authorities  for 
you;  but,  in  round  numbers,  as  I  remember  it,  the  capitalization  of 
the  American  roads — and  by  that  I  mean  the  total  amount  of  stocks 
and  bonds  diA'ided  by  the  mileage — is  $66,755  a  mile.  In  Great 
Britain  it  is  $275,590  a  mile,*  and  in  all  of  the  European  countries 
it  is  very  much  more  than  that.  The  only  country  that  approxi- 
mates ours  in  the  lowness  of  capitalization  is  Canada,  $65,952  a  mile. 
Those  figures  are  published  in  encyclopedias  and  in  statesmen's  year- 
books, and  in  statistical  abstracts  of  the  United  States,  and  so  on. 

Senator  Pomerene.  To  what  fact  do  you  attribute  the  larger  capi- 
talization?    Is  it  due  to  the  cost  of  the  right  of  way,  or  what? 

ISIr.  Kruttschnitt.  I  understand  that  in  Great  Britain  the  cost 
is  largely  due  to  the  expenses  of  organization,  Parliamentary  investi- 
gations, expenses  preceding  the  actual  construction  of  the  property, 
and  then  a  much  larger  cost  for  the  right  of  way.  Those  are  some 
of  the  items,  I  can  not  say  that  they  are  all,  but  those  are  commonly 
assigned  to  explain  the  difference. 

Senator  Pomerene.  Do  you  mean  to  say  that  the  Parliamentary 
examinations  there  cost  more  than  the  congressional  examinations 
here?     Is  that  what  j'ou  mean? 

Mr.  Kruttschnitt.  Well,  Senator,  in  the  last  few  years  it  has 
been  a  matter  of  common  comment  among  our  officers  that  most  of 
our  time  was  spent  in  Washington.  Our  expense  bills,  which  are  not 
low,  because  I  think  you  have  the  highest-priced  hotels  in  the  United 
States — all  of  those  expenses  go  with  us,  I  suppose,  to  "  general 
expenses."  I  suppose  that  is  the  proper  item  to  put  them  under. 
But,  speaking  seriously,  I  do  understand  that  investigations  made 
by  Parliament  before  a  new  road  is  chartered  and  allowed  to  build, 
are  very  protracted,  and  the  cost  of  the  investigation,  getting  up 
data,  and  statistics  is  very  expensive. 

Senator  Pomerene.  Now,  there  is  another  matter  about  which  I 
wanted  to  ask  a  question  or  two.  You  refer  here  again  to  a  "  secre- 
tary^ of  transportation,"  Do  you  mean  that  he  shall  have  control  o:^ 
all  transportation;  that  is,  water  as  well  as  rail  transportation,  and, 
in  certain  places,  truck  transportation,  etc.;  do  you  mean  that? 

Mr,  Kruttschnitt.  That  was  discussed  in  our  committee,  and  the 
same  question  was  asked,  and  I  replied,  "  Yes;  give  him  everything, 
even  down  to  wheelbarrows,"  and  I  want  to  make  it  very  clear  that 
in  our  plan  we  do  not  recommend  that  the  power  be  given  to  the 
secretary  of  transportation  that  it  is  generally  thought  we  do.  In 
other  words,  we  have  heard  comments  here  and  by  letter  and  by 
telegraph  from  communities  and  from  individuals  that  his  power  is 
too  great.  Now,  the  secretary  of  transportation,  under  our  plan,  has 
no  appointive  power;  he  does  not  appoint  employees;  he  does  not 
control  the  construction  and  extension  programs  of  the  carriers,  ex- 
cept to  the  extent  that  he  can  bring  the  light,  or  the  pressure,  of 
public  opinion  to  bear  on  them  to  do  certain  things  that  they  have 
not  done.  If  he  thinks  extensions  are  necessary,  or  increased  termi- 
nal facilities,  there  is  no  suggestion  of  giving  him  the  power  of  sim- 
l)ly  ordering  the  thing  to  be  done,  as  Avas  done  by  the  Director  Gen- 
eral— his  poAver  was  absolute  and  supreme — but  we  propose  that  his 
function  shall  be  recommendatory  only,  and  that  the  carrier  would 
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be  forced  to  provide  those  facilities  by  the  pressure  of  public 
opinion. 

Tlie  Chairman.  You  leave  that  initiative  with  the  road  ? 

Mr.  Kruttschkitt.  Our  idea  about  the  secretary  is  just  as  Mr. 
Thoni  has  described  it ;  that  we  should  have  an  officer  in  Washington 
to  whom  we  could  come  and  with  whom  we  could  discuss  our  needs 
and  necessities;  who,  on  the  other  hand,  might,  by  a  nation-wide 
survey,  determine  what  development  was  needed  in  certain  direc- 
tions or  that  certain  carriers  were  deficient  in  certain  facilities,  and 
that  he  should  take  the  matter  up  with  them,  or  that  the  carriers 
should  take  the  matter  up  with  him  and  agree  upon  something,  if 
they  could  agree.  If  they  do  not  agree,  then  he  would  simply  make  a 
report  to  the  President,  and  make  public  the  fact  that  the  A.  B.  C. 
road  did  not  have  sufficient  equipment,  or  that  it  did  not  have  suffi- 
cient terminals,  or  that  its  property  was  in  bad  order,  and  ought  to 
be  put  in  better  order,  and  so  on ;  or  possibly  it  might  be  determined 
bv  him  that  it  should  build  a  branch  to  develop  a  certain  piece  of 
country,  and  if  the  carrier  demurred  public  opinion  would  eventually 
bring  it  to  building  it.  I  know  of  one  case  in  which  public  opinion 
made  us  build  a  road  which  does  not  pay. 

Senator  Pomerene.  Assume,  for  the  sake  of  the  argument,  that 
Congress  does  provide  for  a  secretary  of  transportation,  who  is  to 
have  control  of  the  entire  administrative  work  of  the  railroad  system 
of  this  country:  What  effect  would  that  method  of  administration 
have  upon  the  politics  of  the  country,  and  what  effect  would  the  poli- 
tics have  on  the  railway  system  of  the  country? 

Mr.  Kruttschnitt.  If  you  will  allow  me  to  criticize  the  use  of 
one  word — that  is,  "  control  " — we  do  not  propose  that  he  shall  "  con- 
trol "  the  railroads,  but  that  he  shall  supervise  them. 

Senator  Pomerene.  Very  well.    Use  the  word  "  supervise." 

Mr.  Kruttschnitt.  And  in  a  good  many  instances  where  Congress 
has  prescribed  that  control  is  necessary — by  that  I  mean  in  the  en- 
forcement of  safety-appliance  laws,  headlight  laws,  and  other  laws 
that  they  have  passed — that  the  execution  of  those  laws  should  be 
left  to  liim;  but  he  does  not  control  the  operations  of  the  carriers, 
except  to  the  extent  of  carrying  out  what  we  hope  will  be  a  definite 
Government  policy  as  to  adequacy  of  revenues  of  the  carriers.  He 
should  look  out  for  that,  and,  under  our  plan,  should  approve,  dis- 
approve, or  allow  to  go  into  effect,  without  either,  rates  put  in  by 
the  carriers,  subject,  of  course,  always  to  the  final  control  and  adjudi- 
cation of  the  Interstate  Commerce  Commission. 

The  Chairman.  Mr.  Kruttschnitt,  do  you  not  think,  or  is  it  not 
your  opinion,  right  at  that  point,  that  if  you  had  this  Cabinet  officer 
with  the  right  to  pass  upon  the  very  vital  question  of  the  return  to 
your  roads  through  rates — that  is,  what  revenue  you  should  get 
through  rates — you  would  inject  an  element  there  which  would  sub- 
ject you  to  violent  change  and  disruption  every  four  years?  Every 
party  that  would  come  in  would  say,  "  The  great  question  is  the 
service  rendered  and  the  charges  exacted  from  the  public  by  the  rail- 
roads." 

With  your  secretary  of  transportation,  would  not  the  pressure  al- 
ways be  for  him  to  do  what  you  have  been  complaining  of  all  along — 
that  the  relation  was  not  properly  understood  in  all  its  ramifications? 
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Would  not  that  intensify  the  very  condition  that  you  have  been  com- 
plaining of  as  existing  under  the  old  regime  ? 

Mr.  Kruttschnitt.  No.  I  think  it  would  very  much  reduce  it,  and 
for  this  reason:  Coincidentally  with  the  creation  of  this  office,  we 
ask  you  to  adopt  what  has  never  been  adopted  before;  that  is,  a 
definite  Government  policy  as  to  the  treatment  of  the  railroads  of 
the  country.  Now,  you  gentlemen  adopt  that  policy — or,  let  me  put 
it  conditionally — if  you  gentlemen  adopt  that  policy,  it  is  not  changed 
every  four  years ;  there  is  a  set  of  directions  and  rules  prescribed  by 
the  supreme  legislative  power  of  the  land  to,  let  us  assume,  this 
newly  created  officer,  and  he  must  act  in  accordance  with  the  Gov- 
ernment's policies;  and.  furthermore,  he  can  not  disarrange  rates,  be- 
cause the  rates,  in  the  final  analysis,  are  passed  on  and  approved  by 
the  Interstate  Commerce  Commission,  which  is  a  continuing  body. 

The  Chairman.  But,  as  I  understood  you,  you  would  initiate  the 
rate,  under  your  new  plan  ? 

Mr.  Kruttschnitt.  Yes. 

The  Chairman.  And  then  it  would  be  left  with  him  as  to  whether 
or  not  the  rate  that  you  initiated  would  receive  his  approval  ? 

Mr.  Kruttschnitt.  Yes. 

The  Chairman.  And  then  it  Avould  go  down  to  the  Interstate 
Commerce  Commission  ? 

Mr.  Kruttschnitt.  No;  if  it  received  his  approval  and  met  with 
no  public  objection,  that  would  be  the  end  of  it. 

The  Chairman.  But  in  case  of  its  meeting  with  public  objec- 
tion  

Mr.  Kruttschnitt  (interposing).  Then  it  goes  at  once  to  the  In- 
terstate Commerce  Commission.  The  public  interest  is  absolutely 
protected  in  our  suggestion.  We  knew.  Senator,  that  it  would  be 
absolutely  useless  to  come  up  here  with  any  proposition  that  did  not, 
to  the  fullest  extent,  take  cognizance  of  the  interests  of  the  public. 

The  Chairman.  Do  you  not  think  that  you  would  have  cumulative 
pressure  on  the  Interstate  Commerce  Commission  if  you  initiated  a 
rate  and  got  a  Cabinet  member  to  indorse  it ;  that  then,  even  though 
the  public  might  object,  you  would  have  your  Cabinet  member  in 
favor  of  it,  and  the  railroads  in  favor  of  it — two  to  one,  as  it  were, 
instead  of,  as  at  present,  an  issue  between  the  public  on  the  one  hand 
and  the  railroads  on  the  other  ? 

Mr.  Kruttschnitt.  Recent  occurrences  have  shown  that  the  In- 
terstate Commerce  Commission  does  not  hesitate  to  disapprove  the 
acts  of  a  man  who  has  much  more  power  than  even  our  proposed 
secretary  of  transportation. 

The  Chairman.  Yes;  I  saw  some  evidences  of  that  fact  after  the 
war  was  over. 

Mr.  Kruttschnitt.  Yes;  there  have  been  several  evidences  of  it. 

The  Chairman.  I  am  just  trying  to  see  if  it  is  not  possible  to  sim- 
plify the  machinery,  because  the  more  complex  you  get  it,  the  more 
danger  there  is  of  disaster  both  to  you  and  to  the  public.  The  more 
hands  it  has  to  go  through,  the  more  people  that  have  to  pass  upon 
it,  officers  and  officials,  the  more  complicated  it  becomes;  and  I  was 
wondering  if  we  were  to  decide  upon  a  definite  policy,  as  you  indi- 
cate, if  we  could  not  so  word  that  policy  in  statutory  enactment  as 
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to  let  the  Interstate  Commerce  Commission,  properly  reorganized 
and  adjusted,  do  the  work,  without  having  a  Cabinet  officer. 

Mr.  Kruttschnitt.  A  matter  of  primary  importance  to  us,  Sen- 
ator, is  the  establishment  of  a  definite  government  policy  as  to  these 
matters.  That  is  the  fundamental  necessity.  Now,  how  it  is  done, 
or  the  machinery  by  which  it  is  done,  is  a  matter  largely  of  discus- 
sion and  opinion.  As  I  have  stated  here,  and  as  Mr.  Thom  has  stated 
here,  we  do  not  pretend  to  bring  up  to  you  any  hard  and  fast  plan 
in  the  shape  of  a  proposed  bill;  but  we  offer  you  these  suggestions 
as  the  best  that  we  can  furnish  you.  Our  object  is  to  help  along  the 
situation,  first,  for  the  sake  of  the  interests  which  we  represent,  which 
are  the  largest  in  the  country,  except  perhaps  agriculture,  and  also  for 
the  purpose,  as  I  have  stated  in  my  paper,  that  we  believe  with  the 
adoption  or  prescription  of  such  a  policy  by  Congress  we  will  be 
enabled  to  improve  very  much  upon  a  service  that  has  already  re- 
ceived the  highest  commendation,  both  from  home  and  foreign  critics. 

The  Chairman.  So  you  do  not  consider,  then,  that  in  the  plan 
submitted  to  us  your  secretary  of  transportation  is  of  vital  im- 
portance; but  the  thing  which  is  of  vital  importance  to  you  is  getting 
a  definite  governmental  policy  put  in  workable  shape,  and  then,  so 
far  as  the  matter  of  execution  and  administration  is  concerned,  that 
is  of  secondary  importance  ? 

Mr.  Kruttschnitt.  Add  to  that  an  agency  that  will  enable  us  to 
live  in  harmony  with  our  employees.  We  believe  that  the  same 
agency  that  controls  the  revenues  of  the  carriers  and  their  ability  to 
meet  expenses,  should  be  closely  tied  up  Avith  the  agency  that  fixes 
the  wages  of  employees.  Even  before  the  w^ar,  the  tendency,  if  you 
will  cast  your  memory  back,  has  been  for  the  employees  to  come  to 
Washington  for  the  settlement  of  their  disputes  as  to  wages  and  con- 
ditions of  labor.  They  have  come  on  a  number  of  occasions,  which  it 
IS  needless  for  me  to  specify  now,  but  which  you  will  remember,  if 
you  will  think  about  the  matter.  That  same  policy  was  pursued  by  the 
Director  General  during  the  year  that  he  had  the  railroads  under  his 
control;  so  we  think  that  may  be  accepted  as  a  condition,  and  no 
longer  treated  as  a  theory  to  be  argued  and  discussed;  and  we  do 
think — and  we  believe  it  to  be  one  of  the  fundamentals  of  our  plan — 
that  the  same  governmental  agency  that  circumscribes  or  limits  our 
revenues  should  take  cognizance  of  our  expenses,  not  only  for  wages, 
but  for  materials  and  whatever  other  expenditures  may  be  necessary. 

The  Chair]man.  So,  therefore,  you  would  give  him  the  same  power, 
exercised  through  public  opinion,  to  control  the  wages  as  you  would 
the  rates  ? 

Mr.  Kruttschnitt.  That  is,  the  power  that  this  Wage  Board  has 
at  the  present  time  for  controlling  wages,  which  is  the  power  of 
public  opinion. 

Senator  Pomerene.  You  would  give  that  to  the  secretary  of  trans- 
portation ? 

Mr.  Kruttschnitt.  No;  our  suggestion  is  that  that  be  given  to  a 
wage  board. 

The  Chairman.  Then  I  misunderstood  you  myself.  I  thought  you 
were  going  to  clothe  the  secretary  of  transportation  with  power  to 
make  suggestions  as  to  wages.  You  would  have,  in  connection  with 
your  cabinet  officer,  a  wage  board  ? 
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Mr.  Kkuttschnitt.  Yes;  and  you  will  find  that  in  our  plan. 
Without  looking  it  up  and  reading  it,  I  will  say  that  you  will  find 
that  we  suggest  a  wage  board  on  which  the  employees,  the  employers, 
and  the  public  should  be  equally  represented,  to  take  up  these  ques- 
tions of  wages  and  to  report  on  them ;  and  that  the  secretary  should 
pass  on  them,  and  then  pass  them  up  to  the  Interstate  Commerce 
Commission,  with  the  statement  that  it  was  found  necessary,  in  the 
public  interest,  to  make  these  adjustments  in  wages  and  adjustments 
in  working  conditions;  and  that  in  fixing  the  revenues  of  the  car- 
riers, this  should  be  one  of  the  items  to  be  taken  into  consideration. 

Indeed,  whenever  there  has  been  a  rate  hearing  here  these  argu- 
ments have  been  presented  with  all  of  the  force  and  emphasis  at  the 
command  of  the  representatives  of  the  carriers  to  the  commission 
at  the  hearings,  and  the  only  thing  we  believe  is  that  perhaps  if 
Congress  in  defining  the  governmental  policy  should  say  that  it  was 
the  duty  of  the  agency  that  limits  revenues  to  take  expenses 
into  consideration,  and  in  fixing  rates  to  fix  them  so  that  the  car- 
riers would  have  revenues  adequate  for  their  legitimate  business 
and  to  meet  their  expenses,  and  to  pay  these  additional  expenses 
created  by  the  findings  of  this  board  it  would  have  more  effect  on  the 
commission  than  the  mere  representations  and  arguments  of  the 
corporate  officers. 

Senator  Kellogg.  Mr.  Kruttschnitt,  some  of  your  statements  here 
are  commendably  brief,  but  I  would  like  to  have  them  elaborated  a 
little.  The  first  one  is  "  The  maintenance  of  the  permit  system  so  as 
to  control  the  traffic  at  its  source."  You  are  referring  to  the  permit 
system  which  has  been  in  existence  during  the  war,  by  which  the 
Director  General  refused  to  allow  anyone  to  ship  to  certain  destina- 
tions unless  unloading  or  shipping  facilities  existed  at  the  destina- 
tion; for  instance.  New  York  harbor  or  Norfolk  or  some  other  har- 
bor ;  is  that  what  you  refer  to  ? 

Mr.  Kruttschnitt.  That  is  what  I  understand  the  director  to 
refer  to.  There  was  some  little  of  that  done  b}'^  the  AVar  Board.  For 
instance,  the  allies  had  a  board  here  that  purchased  their  supplies, 
and,  to  avoid  congestion,  we  did  arrange  with  that  board  that  they 
should  not  ship  their  grain  and  foodstuffs  and  other  supplies  for 
the  allies  to  the  seaboard  unless  they  had  bottoms  there  to  receive  it. 
That,  of  course,  was  done  voluntarily  by  cooperation. 

Senator  Kellogg.  Yes.  Now,  before  the  war  and  before  the  rail- 
roads were  in  the  hands  of  the  Government,  the  law  required  you, 
as  a  railroad,  to  accept  a  shipment  destined  to  any  point,  and  to  use 
your  best  efforts  to  ship  it  there,  whether  it  could  be  unloaded  or 
not,  did  it  not? 

Mr.  Kruttschnitt.  Yes,  sir. 

Senator  Kellogg.  Now,  could  not  that  all  be  accomplished  by  per- 
mitting the  Interstate  Commerce  Commission  to  authorize  the  roads, 
temporarily,  in  the  event  of  congestion,  to  decline  shipments  at  the 
point  of  origin? 

Mr.  Kruttschnitt.  Certainly,  any  agency  with  power  to  do  more 
than  the  carrier  can — and  the  carrier  must  do  what  the  law  requires 
it  to  do — would  help  the  situation ;  any  agency  that  could  do  what 
3^ou  suggest.  ■ 
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Senator  Kellogg.  It  does  not  require  Government  ownership  or 
Government  operation  to  do  that,  does  it? 

JNIr.  Kruttschxitt.  No. 

Senator  Kellogg,  It  could  be  done  just  as  well  by  the  railroads, 
under  the  direction  of  the  Interstate  Commerce  Commission,  could 
it  not? 

ISIr.  Kruttschnitt.  Well,  of  course,  there  comes  in  a  law  question 
there 

Senator  Kellogg  (interposing).  I  mean  if  Congress  permits  it? 

Mr.  Kruttschnitt.  Certainly;  if  Congress  permits  it.  I  meant 
to  su}^  I  did  not  know  whether  the  Interstate  Connnerce  Commission 
could  deny  to  a  person  the  right  to  ship. 

Senator  Kellogg.  Oh,  no;  they  do  not  pretend  to,  but  we  would 
liave  to  change  the  law. 

Mr.  Kruttschnitt.  Certainly;  it  could  be  done  then. 

Senator  Kellogg.  Yes.  Now,  referring  to  "  Maintenance  of  heavy 
loads  for  cars."  The  Director  General  dwelt  considerably  on  that 
subject  in  his  testimony.  Heretofore  the  railroads  have  always  been 
struggling,  I  suppose,  to  increase  the  carload? 

Mr.  Kruttschnitt.  Always.  I  would  say,  cerainly  for  25  or  30 
years. 

Senator  Kjellogg.  I  mean,  for  many  years? 

Mr.  Kruttschnitt.  Yes. 

Senator  Kellogg.  Now,  the  tariff  provides  what  the  minimum  car- 
load is,  does  it  not  ? 

Mr.  Kruttschnitt.  Yes. 

Senator  Kellogg.  And  all  you  can  get  the  shipper  to  load  above 
that,  if  the  car  has  a  greater  capacity,  is  so  much  gained  to  the  rail- 
road ? 

Mr.  Kruttschnitt.  Yes;  and  gained  to  the  public,  because  it 
makes  the  equipment  do  better  and  more  efficient  service. 

Senator  Kellogg.  But,  naturally,  a  large  class  of  shippers  are  in- 
terested in  a  smaller  carload,  are  they  not  ? 

Mr.  Kruttschnitt.  Yes ;  there  are  what  are  called  "  Commercial 
units,"  and  it  is  extremely  difficult  to  get  them  to  depart  from 
them. 

Senator  Kellogg.  I  think  Mr.  Clarke  explained  that  very  fully, 
and  perhaps  it  will  not  be  necessary  to  go  into  it,  but  so  far 
as  the  railroads  are  concerned,  there  could  not  be  the  slightest  objec- 
tion to  getting  the  maximum  carload  every  time,  could  there? 

Mr.  Kruttschnitt.  We  would  like  to  fill  them  up  to  the  roof  every 
time. 

Senator  Kellogg.  But  are  there  not  certain  classes  of  shippers 
who,  in  shipping  merchandise  and  other  things,  are  interested  in 
getting  a  carload  rate  with  a  smaller  minimum  than  the  railroads 
would  be  interested  in  ? 

Mr.  Kruttschnitt.  Y^es ;  and  that  can  only  be  changed  by  chang- 
ing the  minimum  weight  in  the  tariffs,  and  it  is  extremely  difficult 
to  do  that. 

Senator  Kellogg.  That  can  be  placed,  or,  rather,  is  now  entirely 
under  the  control  of  the  Interstate  Commerce  Commission,  is  it  not? 

Mr.  Kruttschnitt.  Yes. 
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Senator  Kellogg.  And  the  commission  has  tried  in  the  past  to 
make  those  minimums  to  suit  the  largest  convenience  of  the  public? 

Mr.  Kruttschnitt.  Yes. 

Senator  Kellogg.  If  I  understand  these  figures,  in  spite  of  the  in- 
creased carload,  it  only  amounts  to  five-tenths  of  one  per  cent? 

Mr.  Kruttschnitt.  The  figure  I  have  given  in  my  memorandum? 

Senator  Kjellogg.  Yes. 

Mr.  Kruttschnitt.  Five  tenths  of  a  ton ;  half  a  ton. 

Senator  Kellogg.  Oh,  yes. 

Mr.  Kruttschnitt.  That  is  to  say,  the  railroads  under  unified 
private  control  accomplished  a  great  deal,  and  they  were  able  to  ac- 
complish that  only  through  the  patriotic  cooperation  of  the  public. 
I  do  not  think  anything  we  could  say  would  accord  the  proper  praise 
to  the  public  for  what  they  did  during  the  nine  months  that  our 
committee  was  in  office.  They  did  almost  everything  we  asked  them 
to  do.  The  carloading  was  raised.  As  I  say,  when  we  went  out  of 
office  it  stood  at  29.2  tons,  and  it  was  only  raised  half  a  ton  more 
after  the  Government's  effort  of  nine  months ;  on  top  of  nine  months 
of  our  efforts. 

Senator  Kellogg.  Is  it  not  true  that  the  War  Industries  Board, 
which  had  control  of  the  distribution  of  materials  in  the  country, 
made  orders  refusing  to  allow  the  purchase  of  materials  unless  a 
man  would  buy  a  maximum  carload  for  shipment  ? 

Mr.  Kruttschnitt.  I  have  seen  that  stated  recently.  I  have  no 
personal  knowledge  of  that. 

Senator  Kellogg.  All  right.  I  would  like  to  ask  one  or  two  ques- 
tions about  this  subject  of  standardization.  Wlien  the  Government 
assumed  control  of  the  railroads,  January  1,  1918,  I  suppose  there 
was,  as  there  was  the  previous  year,  some  shortage  of  equipment? 

Mr.  Kruttschnitt.  The  first  of  January,  1918? 

Senator  Kellogg.  Yes. 

Mr.  Kruttschnitt.  Yes;  there  always  is  in  a  busy  season;  always 
must  be. 

Senator  Kellogg.  From  1913  down  to  1916,  however,  I  suppose 
there  was  a  surplus  of  equipment  in  this  country? 

Mr.  Kruttschnitt.  Yes ;  for  a  great  many  years.  I  have  a  state- 
ment here  somewhere,  I  think,  that  shows  that :  yes. 

Senator  Kellogg.  I  think  the  Interstate  Commerce  Commission 
have  it  in  their  report  to  Congress  of  Dcember,  1917. 

Mr.  Kruttschnitt.  This  gives  it  to  you  diagramatically  [exhibit- 
ing chart].  The  peaks  above  the  line  are  the  surpluses  and  the 
black  peaks  below  the  line  are  the  deficits  or  shortages. 

Senator  Kellogg.  Now,  will  you  give  to  the  reporter  the  years  in 
which  there  was  a  surplus  of  cars?  I  have  forgotten  the  exact 
statement  of  the  Interstate  Commerce  Commission  in  its  report  to 
Congress  last  year,  but  my  recollection  is  that  it  was  from  1913  to 
1916. 

Mr.  Kruttschnitt.  In  1907  there  was  a  shortage  of  cars  for  the 
first  six  months.  Then  for  two  months  there  was  a  surplusage,  and 
for  four  months  a  shortage;  a  very  large  surplus  developed  at  the 
end  of  1907  and  continued  through  the  years  1908,  1909,  1910.  1911, 
and  eight  months  of  1912.  Then  there  was  a  period  of  about  four 
months  of  slight  shortage.    Then  there  was  a  large  surplus  for  the 
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entire  year — almost  the  entire  year — 1913,  1914,  1915,  and  for  three 
months  of  1916.  Then  for  one  month  there  was  a  slight  shortage. 
Then  for  four  months  of  1916  there  was  a  surplus,  and  for  the  last 
four  months  of  1916  there  was  a  shortage. 

Senator  Kellogg.  And  for  1917  there  was  a  shortage? 

Mr.  Kruttschnitt.  These  figures  do  not  go  any  further  than 
1916. 

Senator  Kellogg.  Well,  there  was  a  shortage  in  1917,  was  there 
not  ? 

Mr.  Kruttschnitt.  I  think  so ;  but  these  figures,  which  were  kept 
by  the  American  Railway  Association,  stop  at  a  certain  date,  and  I 
do  not  haA^e  them  beyond  1916. 

(The  chart  above  referred  to  appears  in  full  below,  as  follows:) 


CARS 


All  Railways  Reporting  to  American  Railway  Association 
Amount  of  Car  idleness  Compared  with  Car  Shortaoe  eor  Ten  Years 

The  amount  of  car  idleness  (EZD)on  American  Railroads  m  the  last 
ien  years  has  been  l3^+im8s  the  amount  of  car  shortage  (■■) 


Senator  Kellogg.  As  matter  of  fact,  with  but  few  exceptions,  the 
thing  that  brought  on  the  shortage  was  the  enormous  increase  of 
shipments,  due  to  the  war? 

Mr.  Kruttschnitt.  Yes. 

Senator  Kellogg.  Car  shortage  is  not  confined  to  this  country 
alone,  is  it? 

Mr.  Kruttschnitt.  No  ;  I  have  seen  a  number  of  items  in  the  last 
two  or  three  years  about  the  car  shortage  in  Great  Britain,  and  I 
think  that  even  these  models  of  efficiency,  the  Germans,  have  had  a 
car  shortage. 

Senator  Kellogg.  Have  you  ever  studied  the  statistics  of  Govern- 
ment-operated and  privately  operated  railroads  on  that  subject  of 
car  shortage  as  well  as  other  subjects? 

Mr.  Kruttschnitt.  I  have  read  a  good  deal  about  Government 
ownership,  but  I  do  not  recall  any  statistics  about  car  shortage. 


582         EXTENSION    OF   GOVERNMENT   CONTROL   OF   RAILROADS. 

Senator  Kellogg.  Do  you  recall  the  periodical  extreme  car  shortage 
in  Germany  almost  every  year,  or  in  Prussia? 

Mr.  Kruttschnitt.  No  ;  I  have  never  seen  any  figures  about  that, 
except  mere  general  statements  in  the  papers. 

Senator  Kellogg.  Very  well.  I  will  not  ask  you  about  that.  At 
any  rate,  you  apprehend  that  car  shortage  is  not  confined  to  this 
country  ? 

Mr.  Kruttschnitt.  No  ;  I  feel  quite  certain  about  that. 

Senator  Kellogg.  Now,  this  question  of  standardization :  When  the 
Railroad  Administration  organized  on  January  1,  1918,  did  it  im- 
mediatelj!^  proceed  to  procure  cars  to  be  built  ? 

Mr.  Kruttschnitt.  No;  they  immediately  went  to  work  on  the 
preparation  of  these  standard  plans. 

Senator  Kellogg.  During  all  of  the  winter,  and  up  until  May,  they 
were  working  out  plans  for  standardization  of  cars  and  engines,  were 
they  not? 

Mr.  Kruttschnitt.  Yes ;  I  said  in  my  statement  that  I  thought  it 
was  about  May  when  they  placed  this  order. 

Senator  Kellogg.  That  order  was  for  100,000  cars,  and  there  have 
been  only  about  a  little  over  14  per  cent  of  those  cars  delivered,  did 
you  say? 

Mr.  I^uttschnitt.  No;  I  said  there  was  one-tenth  of  1  per  cent 
delivered  up  to  the  30th  of  September. 

Senator  Kellogg.  I  mean  up  to  the  present  time,  or  the  1st  of 
January,  or  at  least  up  to  November,  there  had  been  about  14,000  cars 
delivered,  had  there  not?    Or  are  you  familiar  with  that? 

Mr.  Kruttschnitt.  I  am  not  familiar  with  that,  but  I  know,  as  I 
have  said,  that  the  deliveries  increased  very  rapidly  after  the  30th 
of  September. 

Senator  Kellogg.  The  railroads  for  many  years  have  been  working 
toward  a  certain  degree  of  standardization,  have  they  not  ? 

Mr,  Kruttschnitt.  Yes. 

Senator  Kellogg.  That  is  true,  is  it  not? 

Mr.  Kruttschnitt.  Yes. 

Senator  Kellogg.  And  they  have  standard  couplers  and  all  the 
standardization  that  permits  cars  to  go  in  trains  on  any  railroad  in 
the  country? 

Mr.  Kruttschnitt.  Yes ;  we  have  had  two  associations — the  Mas- 
ter Mechanics'  Association  and  the  Master  Carbuilders'  Association — 
that  have  been  at  work  for,  I  should  say,  20  or  25  years  standardizing 
parts.  Then,  the  railroads  appointed  a  committee  about  six  years 
ago  to  see  if  they  could  not  standardize  the  framing  of  the  freight 
car — that  is,  to  make  it  standard  throughout;  and  that  committee 
was  nearing  a  conclusion  about  the  time  when  the  railroads  were 
taken  over. 

Senator  Kellogg.  Do  you  know  in  what  country  there  has  been  the 
greatest  improvement  in  locomotives  and  cars  and  railroad  equip- 
ment of  all  kinds  ? 

Mr.  Kruttschnitt.  I  think  our  country  is  foremost.  In  other 
words,  I  said  that  foreign  critics  and  home  critics  have  said  that  we 
had  the  best  railroad  service,  and  that,  I  suppose,  implies  their  opin- 
ion that  the  equipment  was  the  best,  also. 


EXTENSION  OF  GOVERNMENT  CONTROL  OF  RAILROADS.        583 

Senator  Kellogg.  Did  you  ever  read  Acworth,  the  great  English 
expert  on  railroads? 

Mr.  Kruttschnitt.  Yes ;  I  have  kept  in  close  touch  with  Mr.  Ac- 
worth's  writings,  and  he  was  the  "  foreign  critic  "  I  had  in  mind 
when  I  wrote  the  words  that  I  read.  Mr.  Acworth  has  always  been 
very  loud  in  his  praise  of  the  management  and  operation  of  Ameri- 
can roads ;  and  I  know  that  the  English  railroad  managers  have  for 
years  been  considered  increasing  the  capacity  of  their  freight  cars 
very  much.  In  other  words,  they  recognized  that  the  American  roads 
were  giving  cheaper  and  more  efficient  service  through  the  increase 
in  the  size  of  tlueir  locomotives  and  cars,  and  they  wanted  to  do  the 
same.  Their  cars  really  look  like  playthings;  their  average  capac- 
ity is  only  about  10  to  12  tons,  but  there  have  been  difficulties,  as  I 
understand,  in  the  way  of  clearances  and  the  strength  of  bridges,  that 
have  held  them  back. 

Senator  Kellogg.  Those  •  small  cars  are  generally  prevalent 
throughout  continental  Europe  too,  are  they  not? 

Mr.  Kruttschnitt.  I  understand  they  are.  I  have  seen  them  in 
England ;  I  have  never  been  on  the  continent. 

Senator  Kellogg.  Well,  I  have.  Suppose  you  had  absolute  stand- 
ardization of  cars;  does  not  that  mean  stagnation  in  improvement? 

Mr.  Kruttschnitt.  It  would,  unless  you  had  some  means  of 
quickly  taking  account  of  improvements  and  putting  them  into  use 
where  they  were  found  to  be  desirable. 

Senator  Kellogg.  In  other  words,  the  natural  competitive  forces 
between  the  railroads  have,  to  a  large  extent,  produced  great  im- 
provements in  cars  and  engines  and  other  equipment  ? 

Mr.  Kruttschnitt.  Yes.  I  may  say  this :  At  one  time  the  late  Mr. 
Harriman  was  carried  away  with  the  idea  that  there  should  be  only 
one  type  of  locomotive  in  use  on  all  of  the  railroads  that  he  controlled, 
and  he  charged  me  with  the  duty  of  getting  up  such  a  locomotive 
or  such  a  set  of  locomotives — because  there  was  to  be  a  switching  loco- 
motive, a  passenger  locomotive,  and  a  freight  locomotive — and  he 
charged  me  with  the  duty,  and  I  told  him  at  the  time  that  it  was  im- 
possible. He  wanted  to  know  why.  I  gave  him  the  same  reasons  I 
have  given  to-day.  I  said,  "  On  the  roads  which  you  control  there 
is  such  a  diversity  of  grade,  curve  systems,  traffic  density,  the  nature 
of  fuel,  the  nature  of  water,  etc.,  that  it  is  impossible  to  get 
a  single  locomotive  that  will  do  the  most  efficient  work  everywhere," 
but  he  was  insistent  on  it,  and  after  insisting  for  two  or  three  years 
he  finally  yielded  to  argument  and  the  matter  was  dropped. 

But  his  notion  was— he  told  me,  "  When  a  purchasing  man  wants  to 
get  a  locomotive,  I  want  him  to  have  a  card  in  a  pigeon  hole  so  that  he 
can  simply  telegraph  to  the  works  to  send  him  so  many  freight  loco- 
motives, and  that  order  will  be  filled."  I  told  him,  "  If  you  do  that 
you  will  sacrifice  efficiency,"  and  he  finally  dropped  it.  It  could  not 
be  done.  I  confess  I  was  never  able  to  do  it,  even  with  the  assistance 
of  our  officers — and  they  were  able  men — and  I  think  it  is  still  less 
possible  to  do  it  in  the  United  States  as  a  whole,  instead  of  on  from 
18,000  to  20,000  miles,  which  were  under  discussion  then. 

Senator  I^llogg.  Take  the  Northern  Pacific,  or  the  Great  North- 
ern, or  the  Union  Pacific,  or  the  Southern  Pacific,  running  practi- 
cally from  the  Mississippi  and  the  Missouri  Rivers  to  California; 
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there  are  many  different  classes  of  locomotives  on  the  different  divi- 
sions of  those  roads,  are  there  not  ? 
Mr.  Kruittschnitt.  Yes. 
Senator  Kellogg.  And  there  have  to  be? 

Mr.  Kruttschnitt.  If  you  want  to  get  the  most  efficient  service, 
there  must  be.  To  show  how  that  operates :  At  the  beginning  of  Fed- 
eral control  I  was  watching  with  great  anxiety  the  delivery  of 
some  12  large  freight  locomotives  that  we  had  ordered,  and  I  learned 
one  day  that  they  were  up  somewhere  in  New  York  and  had  been 
ordered  onto  some  eastern  road.  You  know  in  the  early  part  of  1918 
the  corporation  officers  still  had  charge  of  operations  under  the 
Director  General ;  so  I  represented  the  needs  of  the  Southern  Pacific, 
that  these  locomotives  were  badly  needed  so  that  we  could  lay  up 
some  other  engines  for  shopping,  but  my  arguments  did  not  prevail 
until  I  told  them,  or  rather,  I  asked,  "  Do  you  know  that  these  loco- 
motives are  oil  burners,  and  you  have  not  any  oil  fuel?"  They  had 
not  known  that,  and  when  I  gave  them  that  argument  I  got  the 
locomotives,  and  they  went  to  the  Southern  Pacific. 

Senator  Kellogg.  The  Railroad  Administration  finally  concluded, 
instead  of  having  one  or  two  or  three  standard  locomotives,  by  hav- 
ing a  dozen  different  types,  did  they  not? 

Mr.  Kruttschnitt.  I  have  not  followed  that  matter  very  closely, 
because  we  were  not  in  their  orders  for  allotting  these  locomotives; 
but  my  recollection  is  that  they  had  six  or  eight,  anyhow. 

Senator  Kellogg.  They  had  six  classes,  and  two  in  each  class,  did 
they  not? 
Mr.  Kruttschnitt.  Well,  that  would  make  12,  if  that  be  so. 
Senator  Kellogg.  That  is  my  recollection.    I  thought  perhaps  you 
might  know  about  it. 
Mr.  Kruttschnitt.  No. 

Senator  Kellogg.  There  is  a  certain  class  of  equipment  that,  of 
necessity,  can  not  be  used  interchangeably  all  over  the  country,  is 
there  not  ?  Take  the  large  coal  cars,  with  these  dumping  appliances ; 
they  are  of  no  use  in  a  country  where  the  delivery  of  coal  has  to  be 
made  at  small  stations  and  to  local  dealers? 

Mr.  Kruttschnitt.  As  a  matter  of  fact,  most  roads  could  not  haul 
them  at  all,  because  their  bridges  are  not  strong  enough  and  their 
rails  are  not  heavy  enough.  There  are  only  a  few  roads  that  have 
those  cars. 

Senator  Kellogg.  And  to  build  a  road  to  use  the  equipment  which 
is  used  between  the  coal  mines  and  the  seaboard,  where  there  is  an 
enormous  traffic,  would  be  a  waste  of  money,  would  it  not? 
Mr.  Kruttschnitt.  Absolutely. 

Senator  Kellogg.  Take  the  cars  used  for  the  transportation  of  ore 
in  my  State,  where  the  traffic  is  enormous.    Those  cars  would  not  be 
of  any  use  generally  throughout  the  country,  would  they? 
Mr.  Kruttschnitt.  No  ;  except  in  a  very  wasteful  way. 
Senator  Kellogg.  Yes. 

Mr.  Kruttschnitt.  Half  or  two-thirds  loaded. 
Senator  Kellogg.  Take  the  movement  of  grain.     In  the  grain 
States  it  requires  a  very  tight  car — that  is,  a  car  built  so  as  to  pre- 
vent loss  of  grain  through  leakage.     Such  a  car  is  not  necessary  in 
the  transportation  of  cotton  or  package  freight,  is  it? 
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Mr.  Kruttschnitt.  No.  As  to  these  cars  that  I  objected  to  that 
the  Railroad  Administration  has  allotted  to  the  Southern  Pacific,  I 
made  the  objections  you  are  making  now.  I  said  that  we  had 
devised  a  box  car  of  very  large  cubic  capacity,  because  the  Southern 
Pacific  lines  were  large  carriers  of  cotton,  and,  even  with  a  very 
large  car,  it  was  almost  impossible  to  get  a  full  weight  load  in  a 
box  car,  even  as  large  as  we  made  it — and  we  made  it  with  a  cubic 
capacity  of  about  3,400  or  3,500  cubic  feet.  A  standard  car  is  about 
3,000  cubic  feet,  and  our  car  is  10  per  cent  greater  in  cubic  capacity. 
Another  commodity  that  we  carry  in  very  large  quantities  is  dried 
lumber.  You  can  not  get,  in  an  ordinary  box  car,  more  than  about 
75,000  or  80,000  pounds  of  dried  lumber.  Now,  it  is  to  our  interest 
to  carry  100,000  pounds  of  dried  lumber,  which  is  why  we  have  made 
our  box  car  of  unusually  large  cubic  capacity;  and  it  is  attention  to 
those  details  and  insistence  on  them  that,  in  these  days  of  doing  busi- 
ness on  a  very  small  margin,  means  the  difference  between  commer- 
cial success  and  commercial  failure.  Also  take  the  question  of  dead 
weight.  These  cars  that  are  assigned  to  us  weigh  46,600  pounds. 
Our  car,  of  larger  cubic  capacity  and  of  larger  weight  capacity, 
weighs  not  quite  42,000  pounds.  In  other  words,  the  acceptance  of 
these  cars  means  that  for  the  life  of  the  car  we  will  have  to  haul 
around  an  unnecessary  weight  of  4,800  or  4,400  pounds.  To  vis- 
ualize that  properly,  you  might  assume  that  every  box  car  backed  up 
to  a  loading  platform  would  be  loaded  preliminarily  with  4,500 
pounds  of  sand  or  pig  iron  to  haul  around. 

Senator  Pomerene.  Would  the  life  of  the  two  cars  be  about  the 
same  ? 

Mr.  Kruttschnitt.  Yes. 

Senator  McLean.  Mr.  Thom  was  asked  to  explain  the  surplus  ac- 
count of  the  roads  for  the  year  1918,  and  I  think  he  said  that  it  was 
really  a  misnomer ;  that  it  should  be  the  difference  between  the  assets 
and  the  liabilities  of  the  company ;  that  that  is  what  the  item  repre- 
sented, and  not  a  cash  surplus.  Do  you  know  how  much  of  it  is  cash 
and  how  it  is  identified,  and  what  bearing  it  has  upon  the  credit 
of  the  company?  I  ask  this  question  because,  apparently,  the  sur- 
plus account  has  increased  every  year  whereas  the  net  operating  in- 
come has  decreased. 

Mr.  Kruttschnitt.  It  is  rather  a  complicated  question.  Senator, 
and  I  confess  that,  even  with  the  explanation  given,  I  did  not  under- 
stand it  clearly,  and  I  asked  the  head  of  our  Bureau  of  Economics  if 
he  would  not  consult  the  statistician  of  the  commission 

The  Chairman  (interposing).  I  would  suggest  that  the  answer  to 
this  question  be  taken  up  to-morrow.  I  would  also  like  to  have  Mr. 
Kruttschnitt  appear  again,  because  I  would  like  to  have  his  views  on 
how  we  can  equalize  rates  throughout  the  country,  when  we  have 
such  a  difference  as  to  the  standardization  or  development  of  the 
country. 

Mr.  Kruttschnitt.  They  are  both  pretty  difficult  questions.  Sen- 
ator, but  I  will  give  you  the  best  I  know. 

Senator  Pomerene.  Perhaps  you  can  answer  this  question  now ;  it 
was  suggested  to  me  since  I  was  interrogating  you  a  moment  ago: 
How  many  of  these  freight  cars,  which  you  said  you  were  building 
at  a  cost  of  $2,000  per  car,  have  been  built  ? 
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Mr.  Kruttschnitt.  Oh,  substantially  all,  now.  Two  or  three 
small  contracts  were  let  to  local  concerns  up  in  Seattle,  which  are 
very  slow  in  delivery,  and  they  owe  us  a  few  hundred  still;  but  all 
that  were  built  in  our  shops  are  finished.  We  let  about  500  to  out- 
side contractors  and  they  are  very  slow. 

Senator  Pomerene.  But  they  are  not  exceeding  the  average  cost 
that  you  referred  to? 

Mr.  Kruttschnitt.  No. 

The  Chairman.  The  hour  of  adjournment  having  arrived,  the 
committee  will  now  stand  adjourned  until  to-morrow  morning,  at  10 
o'clock. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
Thursday,  January  23,  1919,  at  10  o'clock  a.  m.) 
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THURSDAY,  JANUARY  23,  1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington^  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
Senator  Atlee  Pomerene  presiding. 

Senator  Pomerene.  The  committee  will  come  to  order,  please.  Mr. 
Kruttschnitt  was  on  the  stand  when  we  adjourned  yesterday,  and  he 
may  proceed  now. 

STATEMENT  OF  MR.  JULIUS  KRUTTSCHNITT— Resumed. 

Senator  Kellogg.  Mr.  Kruttschnitt,  I  wanted  to  ask  you  one  or 
two  more  questions.  I  had  not  quite  finished.  I  would  like  your 
opinion  on  this  proposition,  which,  to  my  mind,  is  one  of  the  most 
difficult  questions  we  have  to  meet;  and  I  will  illustrate  it  by  an 
example :  Between  St.  Paul  and  Chicago,  we  will  say,  there  are  four 
big  lines  of  railway — the  Chicago  Great  Western,  the  Milwaukee, 
the  Burlington,  and  the  Northwestern.  Now,  a  rate  or  set  of  rates 
for  transportation  of  passengers  and  property,  which  would  give  a 
fair  return  upon  a  conservative  estimate  of  the  value  of  the  Great 
Western,  would  pay  altogether  too  much  to  the  Burlington  and  the 
Northwestern,  we  will  say;  and,  I  presume,  also  to  the  Milwaukee. 

Without  going  into  the  exact  accuracy  of  that  statement,  that  is 
an  illustration  of  what,  to  a  greater  or  lesser  extent,  exists  between 
various  points  all  over  the  country — between  Chicago  and  Missouri 
Eiver  points,  between  Chicago  and  New  York,  and  other  places. 
Now,  what  do  you  say  to  the  proposition  of  allowing  the  Interstate 
Commerce  Commission  to  permit  the  lines  having  the  big  income  to 
help  out  the  Great  Western,  and  to  divert  traffic  to  it,  so  that  it  may 
make  a  greater  income  on  the  rate  which  would  be  reasonable  to  the 
other  lines,  always,  of  course,  subject  to  the  approval  of  the  com- 
mission, so  that  if  you  call  it  "  pooling,"  it  will  not  be  abused  by  the 
railroads — preserving  the  general  competition  as  to  service  between 
the  main  lines? 

Mr.  Kruttschnitt.  What  you  have  outlined  is  a  regulated 
pool;  and  I  see  no  objection  to  it.  It  is  really  covered  in  our  plan 
under  the  paragraph  relating  to  elimination  of  unnecessary  train 
service;  that  the  elimination  of  unnecessary  train  service  should  be 
encouraged,  and  some  agency — in  our  case  we  recommended  the  sec- 
retary of  transportation — should  determine  the  distribution  of  the 
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earnings  of  the  remaining  trains.  That  is  your  proposition  in  a 
little  different  language,  but  I  see  no  objection  to  it.  I  think  it  is 
all  right. 

Senator  Kellogg.  Do  you  think  the  competition  in  service  between 
the  lines  of  railroad  in  this  country,  between  competitve  points, 
should  be  preserved  ? 

Mr.  Kruttschnitt.  Unquestionably  we  do.  That  is  the  keynote  or 
keystone  of  our  plan. 

Senator  Kellogg.  Would  there  be  any  interest  there  for  the  Great 
Western  or  the  Burlington,  even  during  the  time  of  modified  pool- 
ing, if  you  call  it  such,  to  keep  up  good  service  and  to  show  as  large  a 
percentage  to  themselves  as  they  could  ? 

Mr.  Kruttschnitt.  There  never  was  a  time  when  competition  was 
more  bitter,  more  severe  than  when  pooling  was  permitted.  In  other 
words,  assume  that  the  commission,  under  a  regulating  power  such  as 
you  outline,  should  to-day  accord  to  the  Chicago  Great  Western  on 
that  competitive  traffic,  we  will  say,  a  percentage,  for  sake  of  illustra- 
tion, of  20 ;  the  Chicago  Great  Western  would  always  hope  to  be  giv- 
ing better  service,  in  order  to  command  a  larger  share  of  that  traffic 
and  to  be  able  sometime  in  the  future  to  reopen  the  question  of  per- 
centages and  to  get  a  larger  one.  That  would  be  its  incentive  to  give 
better  service  and  better  facilities. 

Senator  Kellogg.  Do  you  think,  generally  speaking,  if  that  were 
permitted,  it  would  gradually,  to  a  considerable  extent,  take  care  of 
the  poorer  lines  of  the  country  ? 

Mr.  Kruttschnitt.  I  would  not  say  "  to  a  considerable  extent,"  but 
it  would  to  some  extent.  In  the  case  you  mentioned,  it  would  take 
care  of  the  passenger  traffic  between  Chicago  and  St.  Paul. 

Senator  Kellogg.  And  of  the  through  freight  traffic — a  good  deal 
of  the  through  freight  traffic  ? 

Mr.  Kruttschnitt.  Between  those  points? 

Senator  Kellogg.  Yes. 

Mr.  Kruttschnitt.  Yes. 

Senator  Kellogg.  Now,  there  is  one  other  question  that  I  would  like 
to  ask  you,  and  then  I  will  have  concluded.  It  is  this  question  of  the 
joint  use  of  terminals.  What  is  the  objection  to  the  Interstate  Com- 
merce Commission  having  the  power  not  only  to  permit  it — and  I  do 
not  know  that  they  need  that  power — but  to  require  the  railroads, 
where  the  public  interest  would  be  subserved,  to  use  terminals  to- 
gether; that  is,  to  have  joint  use  of  the  terminals,  and  to  fix  the  com- 
pensation to  be  paid  between  railroads  for  such  use  ? 

Mr.  Kruttschnitt.  I  can  not  see  any  objection  to  that.  There,  of 
course,  existed,  up  to  a  few  years  ago,  the  old  theory  among  owners 
of  railroads  that  when  they  had,  by  prudence  and  foresight,  acquired 
certain  positions  of  advantage,  the  matter  was  settled;  that  those 
positions  belonged  to  them ;  but  I  think  railroad  managers  and  own- 
ers have  advanced  with  the  times;  that  their  views  have  changed 
materially;  that  now  public  opinion  rules  that  these  facilities  must 
be  used  in  common.  Before  the  roads  passed  over  to  the  control  of  the 
Director  General,  I  Imow  that  Mr.  Rea  wrote  a  letter  throwing  open 
the  Pennsylvania  terminals  to  any  and  every  road  that  wanted  to 
use  them. 

Senator  Pomerene.  When  was  that? 
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Mr.  Kruttschnitt.  Just  before  the  roads  passed  under  Federal 
control,  at  the  close  of  1917. 

Senator  Watson.  When  the  Railway  War  Board  was  operating 
the  roads? 

Mr.  Kruttschnitt.  Yes.  The  Southern  Pacific  has  the  best  termi- 
nals at  San  Francisco,  and  there  was  a  proposition  that  reached  us — 
oh,  a  year  or  18  months  before  Federal  control — whether  we  would 
permit  our  strongest  competitor,  the  Atchison,  to  go  into  our  Oakland 
terminals,  and  we  assented.  We  were  simply  thrashing  out  the  ques- 
tion of  terms  at  the  time  Federal  control  came  on ;  but  we  offered  no 
objection,  and  we  told  the  Atchison  that  we  were  quite  willing  that 
they  should  share  the  use  of  those  terminals.  Now,  as  to  San  Fran- 
cisco the  Oakland  terminals  bear  about  the  same  relation  as  the 
Pennsylvania  terminals  do  to  New  York;  in  other  words,  they  are 
in  a  position  of  advantage  as  to  passenger  traffic  to  and  from  San 
Francisco. 

Senator  Kellogg.  While,  of  course,  all  freight  terminals  in  cities 
could  not  have  interchange  of  use  between  railroads,  certain  large 
terminals  might  have ;  is  not  that  true  ? 

Mr.  Kruttschnitt.  Yes.  Indeed,  public  opinion  has  changed  so 
]n  that  respect  that  on  the  Pacific  coast,  with  the  conditions  of  which 
I  am  naturally  more  familiar  than  with  those  in  the  East,  because  our 
properties  all  lie  on  that  side  of  the  continent,  Seattle  and  Tacoma 
have  long  had  common  user  franchises;  in  other  words,  they  have 
declined  to  give  any  road  an  exclusive  franchise.  If  any  road  wanted 
a  franchise  for  a  track  or  a  switch,  the  franchise  was  granted  with  a 
common-user  clause.  Thus  any  other  road  coming  in  there  could 
use  it  upon  payment  of  a  fair  share  of  the  cost.  San  Francisco,  in 
adopting  its  new  charter  some  15  or  20  years  ago,  provided  that 
no  franchises  of  any  description  should  be  granted  to  a  road  without 
the  common-user  clause;  and  every  track  that  we  have  ever  put  in 
San  Francisco  since  that  time,  our  competitor  has  had  the  right  to 
use  by  simply  coming  and  saying  that  he  would  share  the  cost  of 
construction;  and,  vice  versa,  whatever  he  put  in,  and  we  wanted 
to  use,  we  would  simply  say,  under  that  charter  clause,  "We  wish 
to  use  this  track,  and  we  tender  you  a  share  of  its  cost,"  and  there  was 
no  argument  possible. 

Senator  Kellogg.  Take  Omaha  as  another  fairly  good  illustration : 
The  Union  Pacific  Terminals  in  Omaha  run,  we  might  say,  right 
through  the  heart  of  the  city,  in  a  narrow  valley,  and  extend  from  the 
Union  Stock  Yards  to  practically  Council  Bluffs,  Iowa.  Every  rail- 
road running  into  that  city  has  the  joint  use  of  those  terminals,  has 
it  not  ? 

Mr.  Kruttschnitt.  Yes. 

Senator  Kellogg.  But  there  was  a  time  when  the  Union  Pacific,  a 
good  many  years  ago,  took  the  position  that  it  could  not  be  com- 
pelled to  grant  that  joint  use.  Now,  what  I  wish  to  ask  you  is  if 
there  is  any  objection  to  the  commission  having  the  power  to  require 
that,  if  one  road  stands  out  and  objects  to  such.a  joint  use? 

Mr.  Kruttschnitt.  There  is  not.  We  have  covered  that  in  our 
plan  by  simply  naming  a  different  agency ;  but,  as  I  said  yesterday, 
in  reply  to  the  chairman's  question,  the  agency  is  a  question  largely 
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of  administrative  machinery;  it  is  not  fundamental  to  these  ques- 
tions we  are  discussing  here. 

Senator  McLean.  Would  not  that  be  a  matter  of  State  regulation, 
and  do  not  most  of  the  States  already  have  laws  regulating  the  use 
of  terminals? 

Mr.  Kruttschnitt.  No. 

Senator  Kellogg.  No  ;  they  do  not. 

Mr.  Kruttschnitt.  The  State  could  only  regulate  it  as  in  the  in- 
stances I  gave  here  of  municipalities,  where  new  local  franchises 
were  asked  for. 

Senator  McLean.  That  is  what  I  meant. 

Mr.  Kruttschnitt.  They  could  regulate  those  as  to  the  common- 
user  clause,  but  they  could  not  do  it  as  to  existing  facilities.  Con- 
gress, however,  could  do  that. 

Senator  Kellogg.  I  do  not  wish  to  ask  any  further  questions. 

Senator  Pomerene.  You  were  speaking  yesterday  of  the  standardi- 
zation of  engines,  and  so  forth,  and  you  expressed  the  thought  that 
it  would  not  be  wise  to  standardize  them  because  of  differences  of 
conditions,  which  you  pointed  out.  Now.  before  the  Director  General 
of  Railroads  adopted  the  plan  of  standardization  of  engines,  I  have 
been  informed  that  he  had  this  matter  very  carefully  studied  by 
mechanical  experts  representing  all  of  the  large  transportation  sys- 
tems of  the  country.    Is  that  correct  ? 

Mr.  Kruttschnitt.  I  think  so. 

Senator  Pomerene.  And  do  you  know  who  those  experts  were? 

Mr.  Kruttschnitt.  I  did  at  the  time;  I  do  not  recall  them  now. 
I  think  Mr.  Vauclain,  of  the  Baldwin  Locomotive  Works,  was  one; 
I  think  the  superintendent  of  motive  power  of  the  Chicago  &  North 
Western  was  another.    I  did  hear  at  the  time  who  the  men  were. 

Senator  Pomerene.  You  knew  of  them,  did  you? 

Mr.  Kruttschnitt.  Yes ;  I  knew  of  them. 

Senator  Pomerene.  And  they  were  men  of  such  standing  as  me- 
chanical engineers  that  their  views  would  command  respect? 

Mr.  Kruttscnitt.  Yes. 

Senator  Pomerene.  I  want  now  to  refer  to  the  cars  which  you 
were  building. 

Mr.  Kruttschnitt.  I  thought  you  were  going  to  continue  on  the 
motive  power  matter.    I  had  not  finished  my  answer. 

Senator  Pomerene.  Very  well;  if  there  is  anything  you  wish  to 
add. 

Mr.  Kruttschnitt.  I  want  to  say  that  those  men  were  able  men 
and  no  doubt  did  the  best  they  could  to  solve  a  problem  that  was 
unsolvable.  In  other  words,  as  I  have  pointed  out,  you  can  not  fit, 
no  matter  how  able  the  designer  may  be.  one  locomotive  to  meet  all 
kinds  of  conditions  of  fuel  and  grade  systems;  but  I  have  no  doubt 
that  these  men  did  the  very  best  that  could  be  done  as  to  the  problem 
that  was  placed  before  them,  which,  I  understand,  was  to  design  a 
locomotive  that  should  be  standard.  Now,  they  no  doubt  did  the 
best  they  could,  but  the  result,  as  I  stated  yesterday,  was  a  compro- 
mise; it  does  not  fit  any  situation  fully,  but  it  fits  all  situations  fairly. 
But  the  difference  between  the  fairly  efficient  on  a  railroad,  and 
the  most  efficient,  may  represent  the  margin  between  success  and 
bankruptcy. 
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Senator  Pomerene.  If  I  understand  you,  then,  you  mean  to  leave 
with  the  committee  the  thought  that  while  they  did  the  best  they 
could,  because,  perhaps,  they  were  asked  to  do  it,  the  result  may  not 
have  represented  their  own  personal  views  as  to  whether  it  was 
practicable  or  not? 

Mr.  Kruttschnitt.  That  is  my  opinion,  because  I  laiow  very  well 
that  when  we  have  gone  to  the  same  people  for  a  locomotive  for  the 
Southern  Pacific,  as  best  for  our  conditions,  we  had  other  locomo- 
tives than  these  standard  ones  proposed  to  us. 

Senator  Kellogg.  Mr.  Kruttschnitt,  is  it  not  a  fact  that  while 
Mr.  Vanclain  was  put  on  that  commission  by  the  director  general, 
the  president  of  the  Baldwin  Locomotive  Works  had  published  arti- 
cles stating  that  the  standardization  of  engines  was  absolutely  im- 
practicable; and  that  some  of  the  men,  or  most  of  the  men,  on  that 
commission  considered  it  impracticable,  but  they  were  simply  told 
they  had  to  do  it,  whether  it  was  practicable  or  impracticable  ? 

Mr.  Kruttschnitt.  I  can  only  infer  the  instructions  they  got.  I 
am  familiar  with  Mr.  Alba  Johnson's  article,  which  appeared  about 
that  time.  He  is  president  of  the  Baldwin  Locomotive  Works,  and 
he  did  practically  give  the  same  opinion  that  I  am  giving  to  the 
committee  now — that  standardization  was  impracticable.  Now,  as  to 
the  time  of  delivery,  I  do  not  think  there  is  anything  much  in  that, 
for  the  reason  that  the  Baldwin  Locomotive  Works,  the  American 
Locomotive  Works,  and  the  Lima  Works,  which  are  the  three  large 
works  in  this  country,  have  on  file  in  their  offices  complete  plans  and 
specifications  for  all  of  our  locomotives,  and  they  have  the  same  for 
every  important  system  in  the  country;  and  had  the  delivery  of 
material  been  assured,  there  would  have  been  no  trouble  at  all  for 
the  Southern  Pacific,  the  Pennsylvania,  or  the  Baltimore  &  Ohio 
to  have  gotten  locomotives  delivered  to  their  standards — locomotives 
that  would  have  operated  on  their  properties  wdth  the  maximum  of 
efficiency,  and  not  with  compromised  efficiency. 

Senator  Pomerene.  Is  that  all  you  care  to  say  on  that  ? 

Mr.  Kruttschnitt.  On  the  locomotives ;  yes. 

Senator  Pomerene,  Then,  I  want  to  ask  you  one  further  question 
about  these  cars:  If  I  recall  your  testimony  of  yesterday,  you  said 
that  the  director  general  was  of  the  opinion  that  you  needed  2,000 
cars  more  than  those  which  you  had  arranged  for  building  in  your 
own  shops? 

Mr.  Kruttschnitt.  Yes.  When  the  allotment  was  first  made  to 
us,  and  the  order  issued  that  we  should  take  these  and  pay  for  them, 
I  wrote  the  director  general  very  fully,  telling  him  exactly  what  our 
program  had  been,  how  many  of  the  cars  provided  by  us  had  at  that 
time  been  delivered,  how  many  were  yet  to  be  delivered,  and  gave 
him  facts  to  show  that  we  were  amply  equipped  for  doing  all  the 
business  that  was  offered  to  the  Southern  Pacific. 

Senator  Pomerene.  Let  me  ask  you  the  question  directly :  Did  you 
need  these  2,000  cars  at  that  time,  in  your  judgment? 

Mr.  Kruttschnitt.  We  did  not,  and  that  was  the  object  of  my 
letter  to  him;  and  his  reply  was  that  the  matter  had  been  looked 
into,  and  that  Mr.  Gray  had  reported  on  the  matter  that  they 
thought  we  did  need  them,  and  they  insisted  that  we  should  take 
them. 
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Senator  Pomerene.  If  you  had  needed  those  2,000  cars  at  that  time 
could  you  have  built  them  in  your  own  shops  at  the  price  which  the 
6,200  cost  you? 

Mr.  Kruttschnitt.  Had  we  needed  the  cars  we  should  have  asked 
for  a  continuation  of  the  policy  that  we  pursued  at  the  time  we  went 
under  Federal  control,  and  that  was  that  we  had  capacity  in  our 
shops  to  build  in  a  year  4,000  or  5,000  freight  cars,  and  we  should 
have  asked  to  be  allowed  to  build  the  cars  ourselves. 

Now,  as  to  the  second  part  of  your  question :  No;  we  could  not  have 
built  the  cars  at  the  price  that  I  mentioned  yesterday  at  any  time 
after  the  time  to  which  that  price  applied.  I  tried  to  make  it  clear 
to  the  committee  that  the  prices  that  I  gave  that  those  cars  were  cost- 
ing us  were  given  to  me  by  the  presidents  of  our  two  systems  in  the 
spring  of  1918.  That  was  the  cars  they  were  then  turning  out.  Now, 
at  that  time  there  had  been  some  increases  in  the  pay  of  shopmen,  but 
nothing  like  the  increases  that  have  been  made  since  then ;  and  I  do 
not  mean  to  say  that  we  could  continue  building  cars  at  the  prices  I 
gave,  because  those  prices  related,  as  I  want  to  make  very  clear  to 
the  committee,  to  the  middle  of  May,  1918. 

Senator  Pomerene.  Are  you  able  to  state  at  what  price  you  prob- 
ably could  have  built  them? 
Mr.  Kruttschnitt.  Now? 

Senator  Pomerene.  No  ;  at  the  time  that  these  2,000  were  allotted 
to  you;  at  what  price  could  you  probably  have  built  them  at  that 
time? 

Mr.  Kruttschnitt.  At  that  time  I  do  not  think  the  large  in- 
creases had  been  given  to  the  shopmen.  I  could  not  tell  you,  because 
since  Federal  control  the  corporation  officers,  naturally,  have  not  been 
as  familiar  with  the  details  of  their  properties  as  they  were  before. 
In  other  words,  I  do  not  Imow  exactly  what  it  would  cost  to  build  a 
car  in  our  shops  now. 

Senator  Pomerene.  I  think  that  is  all  I  care  to  ask. 
Senator  Watson.  Mr.  Kruttschnitt,  some  of  us  were  away  yester- 
day attending  a  Republican  conference,  which,  of  course,  is  far  more 
important  than  any  mere  railroad  matter. 

Senator  Pomerene.  You  do  not  expect  any  of  us  to  accept  that 
statement,  do  you  ?     [Laughter.] 

Senator  Watson.  And  I  did  not  hear  your  testimony.  I  want  to 
ask  you  Avhether  or  not  you  Avent  into  the  question  of  the  relationship 
between  the  Interstate  Commerce  Commission  and  the  various  State 
commissions  in  your  testimony  yesterday,  and  gave  your  views  as  to 
how  that  whole  matter  could  be  adjusted? 

Mr.  Kruttschnitt.  No;  nothing  more  than  reading  or  making 
some  allusion  to  our  plan,  which  covers  that. 

Senator  Watson.  Do  you  care  to  go  further  into  detail  about  that? 
Mr.  Kruttschnitt.  Our  plan,  as  you  know,  suggests  compulsory 
Federal  incorporation. 
Senator  Watson.  Yes. 

Mr.  Kruttschnitt.  Which  would  solve  a  great  many  of  those 
questions.  As  to  the  jurisdiction  of  the  Interstate  Commerce  Com- 
mission and  the  State  commissions  over  rates,  we  thought  when  we 
drew  up  the  plan,  and  we  think  now,  that  the  Supreme  Court's  de- 
cision in  the  Shreveport  rate  case  has  really  settled  that  matter ;  and 
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that  it  would  conduce  to  a  better  understanding  and  interpretation 
of  that  decision  if  certain  affirmative  legislation  were  had,  simply  em- 
phasizing and  repeating  the  conclusions  of  the  Supreme  Court; 
that  is  to  say,  that  State  rates  can  not  be  manipulated  so  as  to 
interfere  with  interstate  rates.  It  seemed  to  us  that  if  the  spirit  and 
the  letter  of  that  decision  were  followed,  there  ought  not  to  be  any 
great  difficulty,  because  the  highest  court  in  the  land  has  really  passed 
on  the  relations  of  the  commissions  to  each  other. 

Senator  Watson.  Yes.  I  did  not  know  whether  you  had  gone  into 
the  matter  in  detail. 

Mr.  Kruttschnitt.  No. 

Senator  Watson.  I  just  wanted  to  hastily  get  your  views. 

Mr.  Kruttschnitt.  I  have  this  answer,  Senator  McLean,  that  you 
asked  me  to  prepare. 

Senator  McLean.  Yes;  I  asked  you  about  the  surplus  item  in  the 
1918  report.  Mr.  Thom  said  it  was  really  a  misnomer,  and  repre- 
sented merely  the  difference  between  the  assets  and  the  liabilities. 
The  surplus  apparently  increased  as  the  net  operating  income  de- 
creased, and  I  would  like  to  know  what  effect  that  surplus  would 
have  upon  the  credit  of  the  roads.  Apparently,  it  is  pretty  large, 
but  does  not  represent  very  much  cash. 

Mr.  Kruttschnitt.  I  have  prepared  here,  in  order  to  answer  your 
question,  a  statement  explaining  just  how  the  surplus  accrued  from 
1915  to  1916.  That  is  the  latest  accretion  to  the  surplus,  and,  as  I 
remember  it,  perhaps  the  largest  one,  on  Mr.  Clark's  statement.  I 
have  had  these  statements  made  in  multiple,  and,  perhaps,  if  you 
have  them  before  you,  the  explanation,  ^vhich  at  best  is  not  an  easy 
one  to  make,  would  be  clearer. 

Senator  AVatson.  Have  you  made  your  statement  a  part  of  the 
record  ? 

Mr.  Kruttschnitt.  No;  but  I  should  like  to. 

Senator  Watson.  Mr.  Chairman,  I  think  this  statement  should  be 
made  a  part  of  the  record. 

Senator  Pomerene.  Yes;  I  think  so.    It  is  so  ordered. 

(See  statement  at  end  of  to-day's  proceedings.) 

Mr.  Kruttschnitt.  On  the  first  page  of  the  statement  before  you 
the  figures  are  copied  from  the  Interstate  Commerce  Commission's 
statistics  of  railways,  1916,  page  51.  The  average  operated  mileage 
represented  257,511.82.  The  operating  income:  First,  the  net 
revenue,  which  is  excess  of  revenues  over  operating  expenses,  of 
eleven  hundred  and  ninety-five  million  dollars.  Railway  tax  ac- 
cruals, one  hundred  and  fifty-one  million;  uncollectible  railway 
revenues,  eight  hundred  and  twenty-two  thousand,  making  the  rail- 
way operating  income  ten  hundred  and  forty-three  million  dollars, 
which  is  substantially  the  figure  that  appears  on  Mr.  Clark's  large 
statement.  To  that  has  been  added  $8,439,000  of  miscellaneous  op- 
crating  income,  making  the  total  operating  income  $1,046,000,000. 

These  figures  so  far,  I  want  to  repeat,  are  simply  copied  so  as  to 
put  them  before  you,  from  the  Interstate  Commerce  Commission's 
printed  report  or  income  account,  which  gives  a  total  operating  in- 
come of  $1,046,000,000. 

Now,  to  that,  as  Mr.  Thom  has  testified,  there  are  various  items 
of  nonoperating  income  to  be  added.     Those  aggregate  $188,204,000, 
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and  are  detailed  in  the  list  at  the  left  of  that  figure  on  the  first  page. 
You  will  see  what  items  make  up  that  $188,000,000.  That  gives  a 
gross  income  of  $1,234,000,000.  In  this  same  printed  statement  of 
the  commission  there  are  deductions  from  gross  income  that  aggre- 
gate $563,263,000.  The  details  of  those  deductions  are  given  in  the 
column  on  the  left,  leaving  a  net  income  of  $671,398,000,  which  is  the 
figure  in  the  published  statement  of  the  commission. 

Now,  the  question  is,  what  was  done  with  that  $671,000,000.  There 
were  dividend  appropriations  of  $340,000,000;  there  was  stock  and 
debt  discount  extinguished  of  $22,900,000,  and  miscellaneous  appro- 
priations of  $18,819,000,  totaling  $382,187,000,  leaving  a  balance  for 
the  year  of  $289,210,000.  There  was  a  small  adjustment  of  the  profit 
and  loss  account,  resulting  in  a  debit  of  $377,000,  leaving  the  final 
surplus  for  the  year  $288,833,000.  Now,  that  was  the  actual  cor- 
porate surplus  for  the  year  in  actual  money. 

On  Commissioner  Clark's  statement  the  surplus  in  1916  was  given 
as  $1,935,000,000,  and  as  the  surplus  at  the  close  of  1915  was 
$1,556,000,000,  the  difference,  or  the  increase  in  the  surplus  for  the 
year  is  $378,000,000,  which  is  larger  than  the  surplus  of  $288,833,000 
in  the  income  account  of  the  commission  by  $89,398,000.  You  may 
say  that  the  income  surplus  of  $288,833,000  shown  in  the  commis- 
sion's printed  statement  is  an  actual  money  or  cash  surplus.  Now, 
the  question  is.  Whence  does  this  difference  of  nearly  $90,000,000 
arise?  I  want  to  say  that  for  this  explanation  I  am  indebted  to  the 
courtesy  of  the  statistician  of  the  Interstate  Commerce  Commission. 
It  was  impossible,  from  Mr.  Clark's  statement,  for  anyone  who  did 
not  know  how  it  was  made  up  to  give  the  information  that  I  am 
giving  you,  and  I  want  to  express  my  indebtedness  publicly  to  his 
courtesy  in  working  up  this  explanation  for  you. 

A  comparison  of  the  accounts  of  the  several  railways  as  of  June 
30,  1915,  and  June  30,  1916,  shows  that  changes  in  surplus  during 
the  year  occurred  because  of  the  following  bookkeeping  factors: 
(1.)  Eeorganizations,  consolidations,  and  mergers — deficits  written 
off,  $58,884,207 ;  surplus  written  off,  $4.698,538 ;  net  increase  in  sur- 
plus, $54,185,669.  (2.)  Increase  in  investment  account  because  of 
earlier  appropriations  of  income,  not  written  in  through  the  income 
account  for  1916,  $34,466,198.  That  means  that  during  the  year 
1916  corrections  or  increases  in  investment  accounts  were  sent  in 
by  various  carriers  that  aggregated  $34,466,000.  (3.)  That  leaves 
other  factors  to  be  accounted  lor  aggregating  $746,951. 

(1.)  Reorganizations,  consolidations,  and  mergers.  The  termina- 
tion of  railway  receiverships  frequently  results  in  wiping  out  a  cor- 
porate deficit,  which  appears  at  the  beginning  of  the  year,  but  disap- 
pears during  the  year,  although  there  is  no  corresponding  change  in 
amount  of  capital  outstanding  or  in  the  investment  in  property. 

Somewhat  similar  to  changes  in  the  surplus  account  because  of  re- 
organizations are  changes  that  come  about  through  consolidation  or 
merger.  The  absorption  of  smaller  roads  by  larger  roads  is  con- 
stantly going  on,  and  as  the  small  roads  are  usually  roads  with  cor- 
porate deficits,  it  follows  that  the  merger  in  most  cases  results  in  a 
writing  off  of  the  deficit  without  a  corresponding  change  in  capital 
or  investment.  Any  writing  off  of  a  deficit  tends,  of  course,  to  in- 
crease the  corporate  surplus  as  a  whole.     In  cases  of  this  sort  the 
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transaction  may  be  described  as  one  in  which  the  property  remains 
but  the  deficit  disappears. 

Of  the  same  sort,  but  in  the  opposite  direction,  is  a  reorganization 
or  consolidation  in  which  the  corporate  surplus  is  written  off  without 
corresponding  change  in  the  amount  of  capital  or  of  property. 
Cases  of  this  kind  are  less  frequent  than  those  in  which  deficits  dis- 
appear. 

The  foregoing  table  indicates  that  the  aggregate  change  in  cor- 
porate surplus  due  to  the  writing  off  of  deficits  was  $38,884,207  (24 
roads  being  covered  in  this  aggregate),  while  the  aggregate  change 
due  to  the  writing  off  of  surplus  was  $4,698,538  (seven  roads  being 
covered  in  this  aggregate).  The  net  change  was  the  difference  be- 
tween these  two  aggregates,  or  $54,185,669,  and  represents  net  deficit 
written  off;  that  is,  addition  to  net  surplus. 

(2.)  Earlier  appropriations:  Other  changes  are  those  made  by 
roads  in  their  investment  account  by  means  of  which  amounts  ex- 
pended out  of  income  for  investment  in  physical  property  prior  to 
July  1,  1907,  are  brought  into  the  investment  account.  Changes  of 
this  nature  do  not  appear  in  the  income  account  of  the  year  in  which 
made.  There  were  four  such  cases  in  1916,  the  aggregate  of  the  sur- 
plus additions  being  $34,466,198. 

(3.)  Other  factors:  There  remains  an  unexplained  difference  of 
$746,951.  This  amount  may  be  accounted  for  in  a  general  way,  as 
follows:  In  the  first  place,  the  railroads  covered  by  the  tabulations 
of  the  Interstate  Commerce  Commission  in  one  year  are  rarely,  if 
ever,  exactly  the  same  roads  included  in  the  tabulations  of  the  j-ear 
next  preceding  or  succeeding.  Some  small  roads  may  fail  to  report 
in  time,  or  their  reports  are  found  to  be  incomplete  or  otherwise  de- 
fective, so  that  the  aggregates  of  any  one  year  are  not  strictly  com- 
parable with  those  of  the  preceding  year.  In  1916,  for  example,  the 
commission  included  in  its  income  account  the  operations  of  257,512 
miles  of  road;  in  1915,  of  256,214  miles.  The  difference  of  1,298 
miles  in  favor  of  1916  is  not  fully  accounted  for  by  newly-con- 
structed railway  mileage,  which  in  1916  was  less  than  1,000  miles;  in 
part,  it  undoubtedly  represented  the  addition  of  small  roads  not  in- 
cluded in  1915.  To  the  extent  that  roads  of  this  class  had  corporate 
surpluses  or  deficits  at  the  beginning  of  1916,  their  inclusion  would 
affect  the  change  in  the  consolidated  surplus  of  all  roads  during  the 
year.  In  the  second  place,  railways  sometimes  report  adjustments 
or  corrections  in  their  balance  sheets,  which  are  not  received  by  the 
commission  in  time  for  tabulation,  but  affect  the  comparison  of 
balance-sheet  items  of  the  current  year  with  those  of  the  year  next 
succeeding. 

These  various  factors  were  discussed  by  the  commission  in  its  an- 
nual statistical  report  for  1912  (Statistics  of  Eailways,  1912,  pp. 
50-51),  as  follows: 

Principally  because  of  corporate  changes  occurring  within  the  periods  under 
consideration,  it  has  been  considered  impracticable  to  attempt  a  compilation 
wherein  would  be  included  the  returns  of  such  companies  only  as  were  repre- 
sented by  annual  reports  for  both  years.  The  data  for  1912  include  the  re- 
sults of  the  operation  of  newly-constructed  mileage  covered  by  annual  reports 
for  that  year,  as  well  as  of  some  roads  for  which  no  annual  reports  for  1911 
were  filed.  The  figures  exclude  returns  for  those  roads,  the  statements  of 
which  were  incomplete  or  inaccurate  for  either  year,  so  that  variations  between 
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the  two  years  exist  on  this  account  also.  The  average  mileage  operated  (in- 
cluding trackage  rights)  during  the  periods  under  consideration  was  246,828.74 
miles  for  1912  and  243,433.61  miles  for  1911.  It  will  therefore  be  seen  that  the 
figures  for  the  two  years  can  not  be  accepted  in  detail  as  being  more  than 
roughly  comparable. 

After  commenting  on  a  specific  difference,  the  commission  adds: 

It  is  largely  due  to  the  effect  of  such  conditions  as  the  following :  Corporate 
changes  in  reporting  companies ;  authorized  changes  in  1911  returns  made  after 
the  closing  of  tabulations  of  that  year;  the  inclusion  in  the  1912  figures  for  a 
few  important  companies  of  amounts  representing  certain  operations  not  pre- 
viously shown  in  their  reports ;  and  variations  due  to  differences  in  the  lists 
of  corporations  covered  by  the  tabulations  for  the  two  years. 

Virtually  the  same  comment  could  be  made  with  reference  to  the 
comparison  of  the  tabulations  of  1916,  as  compared  with  1915. 

In  other  words,  that  is  the  general  explanation.  I  quote  the  gen- 
eral explanation  of  the  commission,  which  gives  you  the  explanation 
for  1915  and  1916  in  detail. 

Senator  Pomerene.  Are  there  any  further  questions? 

Senator  Cummins.  I  was  not  present  during  the  entire  statement 
by  Mr.  Kruttschnitt,  and  I  shall  not  attempt,  therefore,  any  general 
examination;  but  a  question  put  by  Senator  Kellogg  prompts  this 
inquir}^:  He  instanced  the  situation  between  St.  Paul  and  Chicago, 
connected  by  four  big  roads,  and  asked  if  the  difficulty  that  he  at- 
tributed to  the  Great  Western  could  be  obviated  by  some  kind  of 
pooling  arrangement  between  the  four  roads.  I  think  you  answered 
that  it  could  be.  I  assume  you  mean  a  voluntary  pool  initiated  by 
the  railroad  companies,  and  approved  by  some  governmental  au- 
thority ? 

Mr.  Kruttschnitt.  That  way,  if  you  choose;  but  the  Senator's 
question,  as  I  remember  it,  was  whether  I  saw  any  objection  or  dif- 
ficulty in  the  commission  deciding  how  the  aggregate  revenues  of  all 
roads  should  be  divided.  I  do  not  see  any  objection  to  the  plan,  as 
stated  by  you — that  is,  that  the  roads  themselves  should  agree  to  it, 
subject  to  the  approval  of  the  commission. 

Senator  Cummins.  Did  you  mean  to  say  that  you  saw  no  objec- 
tion in  that  case  to  a  compulsory  division  of  earnings  ? 

Mr.  Kruttschnitt.  Yes,  I  said  substantially  that;  that  is,  that 
the  carriers  could  divide,  subject  to  the  approval  of  the  commis- 
sion. That  is  the  same  as  saying  "  compulsory,"  because  the  com- 
mission, by  not  approving,  could  finally  bring  the  division  to  what 
they  thought  w^as  correct. 

Senator  Cummins.  Precisely;  but  do  you  recognize  that  in  such  a 
case  there  must  be  an  assent  of  the  four  roads  before  there  can  be 
a  division  of  earnings  ? 

Mr.  Kruttschnitt.  Under  present  conditions,  I  suppose  I  would 
have  to  answer  that  "yes,"  that  there  should  be  their  consent;  but 
the  Senator's  question  was — or  I  assumed  it  was — that  there  would 
be  legislation  that  would  require  a  submission  to  the  authority  of 
the  commission. 

Senator  Cummins.  There  are  two  very  different  things;  that  is, 
the  assent  of  the  commission  or  the  approval  of  the  commission 
given  to  a  voluntary  arrangement  is  one  thing,  and  the  compulsory 
division  of  earnings  of  different  roads  is  quite  another,  both  from  a 
legal  and  practical  standpoint,  I  think. 
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Mr.  Kruttschnitt.  Yes. 

Senator  Cummins.  Now,  if  the  pool  or  division  is  to  be  initiated 
by  and  to  be  the  vohitary  act  of  the  raih'oads  involved,  what  pos- 
sible object  would  that  ^ive  the  Burlington,  the  St.  Paul,  or  the 
Northwestern  for  helping  the  Chicago  Great  Western  by  giving  it 
more  earnings  than  it  would  earn  under  normal  conditions? 
Mr.  Kruttschnitt.  Why,  by  helloing  themselves. 
Senator  Cummins.  But  how  would  they  help  themselves? 
Mr.  Kruttschnitt.  By  doing  away  with  unnecessary  train  mile- 
age. First,  they  help  themselves  that  way.  Well,  I  should  not  say 
"first."  That  is  really  the  way  in  which  they  would  help  them- 
selves, by  saving  expense.  They  save  it  to  themselves,  and,  of  course, 
there  is  more  net  to  divide ;  and,  subject  always  to  approval  by  proper 
authority,  the  carriers  could  agree  on  a  division  of  the  revenues  from 
running  the  remaining  trains,  which  would  probably  give  them  as 
much  as,  or  it  is  conceivable,  more  than,  they  got  before,  through  the 
elimination  of  unnecessary  service. 

Senator  Cummins.  But  the  object  of  the  arrangement,  in  order  to 
accomplish  the  purpose,  must  be  to  enable  the  Chicago  Great  Western 
to  earn  more  than  it  earned  before  the  arrangement  was  made. 
Otherwise  it  would  not  help  that  road,  would  it? 

Mr.  Kruttschnitt.  But  if  the  consummation  of  the  arrangement 
is  made  contingent  on  the  fact  that  the  carriers  are  to  agree — and, 
according  to  your  question,  I  thought  that  was  inferable — that  is, 
that  the  carriers  got  together  and  agreed  that  they  would  like  to  take 
off  unnecessary  train  service,  and  that  in  order  to  bring  that  about 
they  would  consent  to  a  division  of  the  earnings  on  a  percentage  basis 
or  a  regulated  pool. 

Senator  Cummins.  You  see  no  way,  then,  in  which  it  would  be 
helpful,  except  to  take  off  some  trains  that  were  being  run  by  all  the 
companies  ? 

Mr.  Kruttschnitt.  I  am  not  overfamiliar  with  that  situation; 
but,  as  I  understand  it,  it  is  this,  that  at  certain  times  of  the  day — 
you  say  there  are  four  roads ;  I  do  not  know  how  many  there  are,  but 
we  will  assume  four  for  the  sake  of  the  argument — the  four  roads 
start  out  four  trains  at  precisely  or  about  the  same  time,  and  those 
trains  are  about  one-quarter  loaded,  and  that  the  public  would  be  no 
less  well  served  if  one  train  started  out  fully  loaded,  and  the  expense 
of  three  would  be  saved. 

Senator  Cummins.  Would  that  same  reasoning  apply  to  the  freight 
traffic? 

Mr.  Kruttschnitt.  To  a  certa.in  extent;  yes. 

Senator  Cummins.  Then,  what  you  have  in  mind  is  the  saving  of 
cost  in  operation  by  decreasing  the  number  of  trains  that  would  be 
run  between  the  two  places? 

Mr.  Kruttschnitt.  That  is  one  way,  of  course,  of  decreasing  the 
expenses  of  operation  by  giving  the  service  with  the  requisite  num- 
ber of  trains  and  no  more.  Now,  to  answer  your  question  about  the 
freight  a  little  more  fully,  if  there  are  four  roads  running  local 
freight  trains  between  Chicago  and  St.  Paul,  we  will  say,  each  one 
running  six  to  eight  cars,  it  is  quite  possible,  from  my  conception 
of  the  territory  between  those  two  places,  to  run  a  freight  train  with, 
we  will  say,  four  times  8  cars,  or  32  cars,  which  would  carry  the  cars 
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for  all  of  those  roads,  and  there  would  be  one  train  service  instead  of 
four.  Now,  anything  that  reduces  the  cost  of  operation  defers  the 
time  when  the  roads  will  have  to  apply  for  better  rates  or  higher 
rates. 

Senator  Cummins.  The  conclusion,  it  seems  to  me,  from  that  argu- 
ment is  that  those  four  roads  ought  to  be  owned  by  one  corporation, 
either  the  United  States  or  some  private  corporation,  if  they  are  to 
be  used  in  the  way  you  suggest  ? 

Mr.  Kruttschnitt.  There  is  other  freight  than  that  between  Chi- 
cago and  St.  Paul,  and  the  Chicago-St.  Paul  mileage  of  these  four 
roads  is,  in  every  case,  as  I  understand  it,  a  part  of  a  very  much 
more  extensive  mileage  that  is  serving  large  territories. 

Senator  Cummins.  Yes.  I  do  not  mean  that  the  physical  facilities 
should  be  diminished,  but  taking  the  one  instance  of  consolidation 
in  operation  between  Chicago  and  St.  Paul,  every  object  that  you 
suggest  could  be  accomplished  through  a  pool  could  be  accomplished 
by  a  common  ownership  of  the  four  roads. 

Mr.  Kruttschnitt.  One  very  important  thing — and  perhaps  the 
most  important — would  not  be  accomplished  by  the  plan  you  suggest. 
A  common  ownership  would  absolutely  eliminate  competition;  there 
would  be  no  object  whatsoever,  if  one  road  owned  the  four  lines,  or 
if  the  United  States  Government  owned  the  four  lines,  to  give  any 
improved  service  whatsoever.  Without  wanting  to  criticize  in  a 
hostile  manner,  I  think  the  consolidation  of  train  service  during 
Government  control,  which  was  done  for  war  necessities,  has  deprived 
the  public  of  a  great  many  accommodations  which  were  highly  ap- 
preciated and  which  it  wants.  I  saw  this  morning  in  the  paper  that 
the  Director  General  in  an  address  says  that  the  passenger  men  must 
get  together  and  arrange  to  give  the  public  back  these  accommoda- 
tions again,  of  which  they  were  deprived  during  the  war. 

Under  Government  ownership  or  common  ownership,  the  incentive 
to  compete  would  be  lost.  In  answer  to  Senator  Kellogg's  question, 
I  stated,  taking  the  hypothetical  case  that  he  put,  that  if  the  Great 
Western  were  allotted  a  certain  percentage  of  this  traffic  between 
Chicago  and  St.  Paul,  say,  on  the  1st  of  January,  1919,  it  would  im- 
mediatel}^,  looking  to  its  future  welfare,  begin  to  plan  how  much  it 
could  increase  its  share  of  the  traffic  between  those  points,  because 
the  Interstate  Commerce  Commission's  allocation  of  the  earnings 
would  naturally  be  proportionate  to  the  traffic  that  each  road  could 
control,  and  it  would  begin  to  endeavor  to  increase  its  traffic,  so  that 
in  one  year  or  two  years  it  could  go  to  the  commission  and  say, 
"  Your  award  of  our  percentage  of  the  total  traffic  might  have  been 
all  right  on  January  1,  1919,  but  on  January  1,  1921,  it  is  all  wrong. 
See  how  much  traffic  we  are  now  carrying,"  and  if  they  were  con- 
trolling a  larger  proportion  of  the  traffic,  the  commission  would 
necessaril}^  have  to  change  their  percentage  and  to  raise  it.  There 
comes  in  the  spur  of  competition,  which  would  be  totally  absent 
under  Government  ownership  or  common  ownership. 

Senator  Cummins.  I  was  not  referring  especially  to  Government 
ownership  but  to  a  common  ownership. 

Mr.  Kruttschnitt.  Pardon  me;  I  thought  your  question  said 
"  either  common  ownership  or  Government  ownership." 
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Senator  Cummins.  It  did  say  that,  but  I  included  also  the  com- 
mon ownership. 

Mr.  Kruttschnitt.  Well,  my  answer  applies  either  to  the  one  or 
the  other. 

Senator  Cummins.  Yes.  Your  solution,  then,  of  that  difficulty  is 
to  reduce  the  cost  of  transportation  by  the  elimination  of  unnecessary 
service  imposed  by  a  regulation  of  the  Government  and  a  division  of 
the  earnings  between  common  points  in  some  way  satisfactory  to  the 
commission  ? 

Mr.  Kruttschnitt.  I  do  not  object  to  my  answer  being  general- 
ized and  to  make  it  apply  all  over  the  country,  with  this  qualifica- 
tion, that  the  unification  of  service,  which  is  just  another  way  of 
stating  the  elimination  of  unnecessary  service,  should  be  made  only 
when  the  public  interest  demands,  subject,  of  course,  always  to  the 
approval  of  some  regulating  authority.  There  are  certain  striking 
examples.  Senator  Kellogg  instanced  one;  the  Chicago-Denver 
service  is  another;  the  Chicago-Kansas  City  passenger  service  is  a 
third ;  and  really  the  transcontinental  service  is  another.  The  train 
service  from  the  Mississippi  Valley  points  to  the  Pacific  coast  before 
the  Director  General  reduced  it  was  very  largely  overdone. 

Senator  Cummins.  And  you  would  apply  the  same  rule  to  the 
travel  from  the  eastern  part  of  the  country  to  the  Pacific  coast? 
That  is,  you  would  have  the  Government  say  in  some  form  or  other 
how  much  of  that  travel  should  go  over  the  southern  route  through 
New  Orleans,  and  how  much  should  ^o  over  the  Atchison,  Topeka  & 
Santa  Fe,  and  how  much  over  the  Union  Pacific,  and  how  much  over 
the  Great  Northern  and  Northern  Pacific  ? 

Mr.  Kruttschnitt.  I  think  I  would  approach  it  more  gradually 
than  that.  Our  plan  was  that  the  Government  should  permit  the 
carriers  to  do  this.  I  still  think  that  is  the  better  plan.  If  the  car- 
riers did  not  do  it  and  there  were  urgent  rontons  why  it  should 
be  done,  I  do  not  see  why  the  Government  should  not  step  in  and  say 
to  the  carriers  between  those  points,  "  You  are  wasting  money  here 
by  lavish  train  service.  Now,  get  together  and  reduce  it  and  see  if 
you  can  not  serve  the  public  perfectly  well  with  less  train  service." 
And  I  would  say  as  a  third  plan  that  if  they  declined  to  do  it  I 
would  not  object  to  seeing  the  Government  come  in  and  do  it  or  to 
say,  "  If  you  do  not  do  it,  we  will  do  it  for  you." 

Senator  Cummins.  I  was  led  to  ask  those  questions  because  you 
may  remember  when  we  were  discussing  before  the  committee  in 
1917  the  bill  with  regard  to  priorities  and  other  things  of  that  kind, 
Mr,  Thom  argued  very  earnestly,  and  some  of  us  thought  rather 
conclusively,  that  it  was  not  within  the  power  of  the  Government 
to  compel  a  division  of  earnings;  that  that  would  be  taking  the 
property  of  one  company  and  giving  it  to  another ;  and  that  it  could 
only  be  done  through  the  ascertainment  of  just  compensation  under 
the  Constitution? 

Mr.  Kruttschnitt.  "Well,  that  is  a  legal  point  that  I  am  not  com- 
petent to  argue  with  you. 

Senator  Cummins.  I  have  nothing  further  to  ask.  I  will  be  com- 
pelled to  go  to  the  Senate  now;  it  meets  at  11  o'clock.  I  think  it 
was  understood  that  Mr.  Thome  was  to  come  on  ? 
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Senator  Pomerene.  I  am  advised  by  the  committee  that  the  ship- 
pers are  to  be  heard  after  Mr.  Kruttschnitt. 

Senator  Cummins.  Well,  Mr.  Thorne  represents  the  shippers,  or 
some  of  the  shippers,  anyhow,  and  I  am  very  anxious  to  be  here 
when  he  gives  his  testimony.  I  suggest  that  it  might  be  well  to 
adjourn  now  until  tomorrow,  after  this  witness  has  concluded. 

Senator  Toavnsend.  I  have  no  objection  to  adjourning  now.  I  do 
not  care  to  ask  the  witness  any  questions. 

Senator  Watson.  Do  I  understand  you  to  say,  Mr.  Kruttschnitt, 
that  you  believe  in  an  arrangement  that  will  permit  the  railroads 
themselves  to  initiate  a  movement  by  which  they  shall  distribute 
freight,  on  the  lines  heretofore  suggested,  and  under  the  conditions 
heretofore  described,  or  that  each  road  shall  haul  all  the  freight  and 
get  all  the  traffic  it  can,  and  have  the  Interstate  Commerce  Commis- 
sion distribute  the  profits  or  proceeds  ? 

Mr.  Kruttschnitt.  Will  you  read  that  question? 

Senator  Watson.  I  mean  by  that :  Are  the  roads  to  distribute  the 
freight  or  the  traffic,  or  are  they  to  distribute  the  proceeds  from  the 
traffic?  We  have  been  discussing  the  question  here,  for  instance,  as 
to  whether  or  not  the  four  roads  running  from  St.  Paul  and  Minne- 
apolis down  to  Chicago  should  distribute  the  combined  traffic  among 
them;  and  I  understood  you  to  say,  first,  that  the  Interstate  Com- 
merce Commission  should  be  permitted  to  distribute  the  earnings, 
so  as  to  equalize  the  difference. 

Mr.  Kruttschnitt.  Yes. 

Senator  Watson.  On  the  return? 

Mr.  Kruttschnitt.  Yes ;  that  was  Senator  Kellogg's  question. 

Senator  Watson.  And  I  understood  you  to  say  afterwards  to 
Senator  Cummins  that  under  those  conditions  they  should  distribute 
the  traffic. 

Mr.  Kruttschnitt.  Well,  I  used  the  two,  traffic  and  earnings,  as 
jDretty  nuich  interchangeable. 

Senator  Watson.  That  is  what  I  wanted  to  get  at,  precisely. 

Senator  Pomerene.  Senator  Townsend,  do  you  want  Mr.  Krutt- 
schnitt to  come  back  in  the  morning? 

Senator  Townsend.  Are  you  going  to  have  the  shippers  on  to- 
morrow ? 

Senator  Pomerene.  I  so  understand. 

Senator  Townsend.  Then,  I  do  not  believe  I  will,  because  I  was 
not  here  yesterday,  and  I  want  to  read  Mr.  Kruttschnitt's  testimony. 
He  may  have  answered  what  I  had  in  mind  to  ask  him.  Mr.  Krutt- 
schnitt, have  you  discussed,  for  instance,  the  question  of  whether 
or  not  you  had  engines  and  cars  sufficient  for  the  Southern  Pacific  at 
the  time  the  Government  took  them  over? 

Mr.  Kruttschnitt.  Yes ;  Senator  Pomerene  asked  those  questions. 

Senator  Townsend.  Did  you  take  those  2,000  extra  cars  that  the 
administrator  asked  you  to  take? 

Mr.  Kruttschnitt.  We  have  their  order  in  writing;  they  are  as- 
signed to  us,  and  we  must  pay  for  them.  We  have  not  consented  to 
it,  but  we  have  nothing  to  say  about  it. 

Senator  Townsend.  Are  they  on  your  line  now  ? 

Mr.  Kruttschnitt.  No;  they  have  not  been  built,  as  I  under- 
stand it. 

Senator  Townsend.  Do  you  have  cars  enough  now  for  your  traffic? 
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Mr.  KnuTTscHNiTT.  Yes;  particularly  as  traffic  has  been  diverted 
from  our  lines.  That  was  one  of  the  reasons  I  urged  on  the  Director 
General  why  we  should  not  be  forced  to  take  them.  They  have 
diverted  traffic  from  our  lines  so  that  we  show  a  very  considerable 
fall  in  ton  mileage  over  last  year.  Last  year  we  handled  the  traffic 
on  our  lines  with  a  less  number  of  cars  than  we  have  this  year  per- 
fectly satisfactorily  and  it  seems  to  me  that  is  convincing  proof  that 
we  do  not  need  any  more  cars,  because  we  have  not  as  much  traffic 
as  we  had  last  year. 

Senator  Townsend.  Have  you,  in  your  judgment,  enough  cars  to 
meet  the  normal  conditions  if  the  traffic  returns  to  your  road? 

Mr,  Kruttschnitt.  Yes,  to  meet  normal  conditions  with  ease,  be- 
cause we  did  meet  abnormal  conditions  in  1917.  We  never  had  so 
large  a  traffic  in  the  history  of  the  company  as  we  handled  in  1917, 
and  we  handled  it  with  perfect  success ;  and  I  can  say  Ave  could  handle 
just  as  nnich  traffic,  or  a  little  more  than  we  handled  in  1917,  equally 
satisfactorily. 

Senator  Townsend.  Have  you  engines  enough  to  do  the  work? 

Mr.  Kruttschnitt.  Plenty. 

Senator  Townsend.  Have  there  been  any  of  these  standardized 
engines  placed  on  your  road  ? 

Mr.  Kruttschnitt.  No. 

Senator  Townsend.  You  are  still  operating  with  the  old  engines 
that  were  built  for  your  special  service  ? 

Mr.  Kruttschnitt.  Yes. 

Senator  Townsend.  Your  engines  never  leave  your  line,  do  they  ? 

Mr.  Kruttschnitt.  Substantially  never.  We  have,  in  times  of 
stress,  lent  neighbors  locomotives,  when  we  could  spare  them.  The 
War  Board  started  the  policy  of  forcibly  shifting  locomotives  about, 
during  the  heaviest  traffic  of  1917.  There  were  quite  a  number  of 
orders  issued  for  one  road  to  help  another  at  that  time. 

Senator  Townsend,  Were  these  engines  assigned  under  that  order 
to  roads  that  were  capable  of  carrying  them  ? 

Mr.  Kruttschnitt.  Oh,  you  mean  this  Director  General's  order  ? 

Senator  Townsend.  Yes, 

]\Ir,  Kruttschnitt,  I  do  not  know  what  theory  they  adopted. 
This  order  came  to  us  like  thunder  out  of  a  clear  sky;  we  never 
dreamed  that  we  would  be  ordered  to  buy  cars,  because  we  considered 
we  had  provided  for  our  needs.  I  do  not  know  on  what  principle  they 
assigned  the  cars,  but,  in  answer  to  our  objections,  we  were  simply 
told  that  in  the  opinion,  I  think,  of  Mr,  Gray,  who  was  quoted  by  Mr. 
Lovett,  that  we  ought  to  have  the  cars  because  we  needed  them. 

Senator  Townsend.  Do  you  know  their  reasons? 

Mr.  Kruttschnitt.  No;  except  that  their  judgment  was  that  we 
did  need  them,  as  against  our  judgment  that  we  did  not. 

Senator  Townsend.  Was  there  any  complaint  made  against  you 
that  you  had  not  handled  the  traffic  properly  ? 

Mr.  Kruttschnitt.  No.  On  the  contrary,  during  1917,  the  com- 
plaints against  the  roads  west  of  the  Mississippi  Elver  were  singu- 
larly few,  or  almost  altogether  absent.  We  never  handled  our  traffic 
as  satisfactorily  as  we  did  in  1917.  And,  moreover,  the  most 
convincing  argument  that  we  could  possibly  adduce  was  given  to  the 
Director  General,  and  that  was  this :  We  must  pay  rental  for  every 
foreign  car  that  is  on  our  rails,  and  we  receive  rental  for  every  car  of 
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ours  that  is  on  foreign  railways.  We  conducted  all  our  traffic 
in  1917,  and  for  three  years  preceding  that,  with  a  net  excess  of 
rentals  received  for  our  cars,  over  what  we  paid  for  foreign  cars,  of 
$1,250,000  a  year. 

Senator  Townsend.  Just  one  more  question  in  connection  with  the 
other  subject  you  were  discussing,  where  you  proposed  by  combina- 
tions of  some  sort  to  eliminate  unnecessary  trains :  Now,  as  between 
St.  Paul  and  Chicago,  do  you  have  through  trains  on  the  various 
lines,  that  simply  do  business  between  St.  Paul  and  Chicago,  and 
nothing  else? 

Mr.  Kruttschnitt.  That  do  local  business? 

Senator  Toavks^ind.  That  do  nothing  but  through  business. 

Mr.  Kruttschnitt.  Well,  I  would  prefer  not  to  answer  that.  I 
really  do  not  know. 

Senator  Townsend.  If  you  have  intermediate  business  on  all  trains 
between  Chicago  and  St.  Paul,  how  are  you  going  to  eliminate  trains 
and  serve  all  the  people  on  those  lines  equally  well  ? 

Senator  Pomerene.  At  intermediate  points. 

Senator  Townsend.  Yes;  at  intermediate  points. 

Mr.  Kruttschnitt.  Perhaps  the  question  was  asked,  or  the  answer 
given,  before  you  came  in;  but  I  assumed  that  all  of  the  trains  be- 
tween those  points  did  do  some,  at  least,  intermediate  busi'ness ;  and  I 
said  that  I  did  not  see  how,  if  trains  were  all  run  on  one  road,  the 
intermediate  points  could  be  served. 

Senator  Townsend.  That  was  a  puzzle  to  me.  If  you  have  ex- 
plained it,  I  do  not  care  to  have  you  go  into  it  again ;  but  I  could  not 
quite  understand  how  you  could  consolidate  your  train  service  and 
take  off  three  trains,  and  let  one  train  serve  where  four  had  been 
serving  before,  and  still  accommodate  anything  but  the  two  terminals. 

Mr.  Kruttschnitt.  By  eliminating  the  trains  over  the  different 
roads.  If  road  A  ran  a  train  in  the  morning,  we  will  say,  at  7  o'clock, 
the  next  train  would  be  put  on  road  B,  we  will  say,  at  9  o'clock  in 
the  morning,  and  then  on  road  C  at  10  o'clock  in  the  morning,  and 
so  on,  and  the  service  would  be  divided  amongst  the  different  roads ; 
the  resulting  effect  would  be  the  cutting  out  of  three  trains  out  of 
four. 

Senator  Pomerene.  I  understand  it  has  been  arranged  by  the  chair- 
man of  the  committee  that  the  shippers  will  be  heard  next.  There 
are  several  other  gentlemen  here  representing  the  railrods.  who  desire 
to  be  heard — Mr.  Elliott,  Mr.  Eea,  and  Mr.  Willard — and  they  have 
statements  prepared,  and  I  assume  that  an  opportunity  will  be  given 
to  hear  them  later,  and  if  not,  certainly  that  they  will  have  the  privil- 
ege of  submitting  their  statements  to  the  committee. 

Senator  Townsend.  I  think  they  ought  to  be  heard. 

Senator  Pomerene.  I  think  so,  too. 

Senator  Gore.  I  wanted  to  ask  you  one  question,  Mr.  Kruttschnitt. 
When  you  were  before  us  a  year  ago,  you  stated  that  your  chief  fear 
about  Government  operation  was  that  your  organization  would  de- 
cline in  efficiency  and  morale.  Have  you  remarked  any  tendency  in 
that  direction  in  the  year's  operation,  or  is  your  organization  still  in 
first-class  order?  * 

Mr.  Kruttschnitt.  When  the  Government  took  over  the  rail- 
roads on  the  1st  of  January,  1918,  there  were  no  material  changes 
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made  in  the  organizations  until  the  1st  of  July;  and  then  the 
Director  General  issued  an  order  that  he  would  not  retain  any  of  the 
corporate  officers,  and  that  the  officers  that  remained  with  him  would 
not  be  allowed  to  do  any  corporate  business ;  in  other  words,  the  line 
was  sharply  drawn  between  corporate  officers  and  operating  officers. 
As  to  the  operating  officers  I  do  not  know  that  we  can  tell  very  much. 
We  do  know  some  things  that  have  been  done,  but  we  can  not  tell 
everything  that  has  been  done  until  we  have  an  opportunity  of  going 
over  the  organizations  and  over  the  roads  on  their  return ;  but  we  do 
know  that  a  great  many  men  have  been  let  out,  and  systems  have  been 
cut.  For  instance,  the  Southern  Pacific  lines  north  of  the  Oregon 
State  line  report  to  Regional  Director  Aishton  at  Chicago.  The 
lines  from  the  Oregon  State  line  to  Ogden,  Utah,  and  El  Paso, 
Tex.,  are  under  the  jurisdiction  of  Regional  Director  Holden,  in 
Chicago.  The  lines  east  of  El  Paso  are  under  the  direction  of  Re- 
gional Director  Bush  in  St.  Louis,  and  the  lines  east  of  El  Paso 
have  been  still  further  cut  up  by  having  different  Federal  managers; 
that  is,  one  of  the  Federal  managers  reports — no,  they  both  report  to 
Bush,  but  they  have  cut  off  the  Houston  &  Texas  Central,  and  the 
Houston,  East  &  West  Texas,  and  put  them  under  different  Federal 
managers. 

Senator  Gore.  Then  it  is  not  managed  as  a  system,  but  in  seg- 
ments ? 

Mr.  Kruttschnitt.  No ;  it  is  rather  badly  cut  up. 

Senator  Gore.  Any  regional  division  of  the  country  would  result 
in  similar  arbitrary  divisions,  would  it  not  ?  I  refer  now  to  a  scheme 
that  has  been  several  times  proposed,  to  divide  the  country  into  five 
or  six  regions  and  to  classify  all  the  roads  in  one  region.  _  That 
would  result  in  cutting  across  a  good  many  systems,  would  it  not? 

Mr.  Kruttschnitt.  Yes,  sir;  very  much  so. 

Senator  Gore.  I  remember  you  said  that  the  spirit  of  your  men, 
from  the  ground  lip,  was  in  tiptop  shape  at  that  time,  and  that  you 
had  regular  lines  of  promotion,  I  believe,  and  that  the  morale  of  all 
your  men  was  good.  Do  you  happen  to  know  what  the  difference 
in  that  regard  is  now  ?  I  do  not  mean  as  to  the  higher  officers,  but 
as  to  the  men  themselves?  Is  your  touch  with  them  such  that  you 
can  tell  us  that? 

Mr.  Kruttschnitt.  I,  personally,  have  not  been  over  our  lines,  I 
am  sorry  to  say,  for  over  two  years ;  but  from  what  I  hear  from  the 
corporate  officers  in  California  and  Texas  the  men  are  troubled  about 
uncertainty  as  to  the  future ;  they  do  not  know  what  is  going  to  hap- 
pen. They  are  a  good  deal  worried,  and  we  have  lost  quite  a  good 
many  good  men,  who  have  gone  away  on  account  of  that  condition. 

Senator  Pomerene.  Does  that  apply  to  operating  officers  as  well 
as  to  corporate  officers? 

Mr.  Kruttschnitt.  Entirely  to  the  operating  officers  and  not  to 
the  corporate  officers. 

Senator  Gore.  I  was  referring  to  the  trainmen,  engineers,  firemen, 
and  section  men. 

Mr.  Kruttschnitt.  I  am  not  very  familiar  with  them,  as  I  say, 
because  I  have  not  been  over  the  line,  and  I  am  sadly  out  of  touch 
with  the  local  conditions. 

Senator  Pomerene.  Anything  further.  Senator? 

Senator  Gore.  No. 


604         EXTENSION  OF  GOVEKNMENT  CONTROL  OF  RAILROADS. 

Mr.  Bledsoe.  I  understand  that  the  matter  of  hearing  Mr.  Rea,  Mr. 
Willard,  and  Mr.  Elliott  will  be  postponed  until  a  later  date  ? 

Senator  Pomerene.  I  think  so ;  and  I  think  you  had  better  get  in 
touch  with  the  chairman  of  the  committee.  iPersonally,  I  will  be 
very  glad  to  hear  them,  and  think  they  should  be  heard. 

Mr.  Bledsoe.  Yes,  Senator ;  that  would  be  better  than  simply  sub- 
mitting their  statements. 

Senator  Pomerene.  Yes.  The  committee  will  stand  adjourned, 
then,  until  to-morrow  morning  at  10  o'clock. 

(The  figures  referred  to  by  Mr.  Kruttschnitt  at  p.  580  of  this  record 
appear  in  full,  as  follows:) 

Income  and  profit  and  loss  accounts  of  the  raiUcays  considered  as  a  system  for 
the  year  ended  June  SO,  1916. 

(From  I.  C.  C.  Statistics  of  Railways,  1916,  p.  51.) 

Average  operated  mileage  represented miles 257,  511. 82 

Operating  income : 

Railway  operating  revenues $3,  472, 641, 941 

Railway  operating  expenses 2,  277,  202, 278 

Net  revenue  from  railway  operations 1, 195, 439,  663 

Railway  tax  accruals 151,  599,  841 

Uncollectible  railway  revenues 822,  532 

152,  422,  373 

Railway  operating  income ^ 1, 043,  017, 290 

Miscellaneous  operating  income 3,  439,  967 

Total  operating  income 1,046,457,257 

Nonoperating  income: 

Rent  from  locomotives $85, 139 

Rent  from  work  equipment 1,  268,  699 

Miscellaneous  rent  income 8,  568,  934 

Miscellaneous  nonoperating  physical  property-  2,  999,  671 

Dividend  income 95,  726,  677 

Income  from  funded  securities 47,  554,  335 

Income  from  unfunded  securities  and  accounts.  25,  784,  668 

Income  from  sinking  and  other  reserve  funds 3,  286, 124 

Release  of  premiums  on  funded  debt 431,  665 

Miscellaneous  income 2,  498,  356 

Total  nonoperating  income 188, 204,  268 

Gross  Income 1,  234,  661,  525 

Deductions  from  gross  income : 

Hire  of  freight  cars— net  debit  balance 25,222,089 

Rent  for  passenger  train  cars 1,  270,  536 

Rent  for  floating  equipment 1,  975,  729 

Joint  facility   rents 15,962,175 

Rent  for  leased  roads , 3,  701,  658 

Miscellaneous  rents 5,  759,  064 

Miscellaneous  tax  accruals 2,  738,  683 

Separately  operated  properties — net  loss 4,  395,  753 

Interest  on  funded  debt 473,  855,  003 

Interest  on  unfunded  debt 20,  248,  475 

Amortization  of  discount  on  funded  debt 3,  465,  919 

Maintenance  of  investment  organization 740, 163 

Miscellaneous  income  charges 3,  928,  035 

Total  deductions  from  gross  income 563,  263,  282 

Net  income 671,  398,  243 
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Appropriations  for  year : 

Dividend  appropriations $340,  467,  970 

Stocli  and  debt  discount  extinguislied 22,  900,  576 

Miscellaneous    appropriations 18,  819,  073 

Total $382, 187.  619 

Balance  for  year 289,  210,  624 

Net  adjustment  through  profit  and  loss  debit 377,  427 

Surplus  for  year , 288,  833, 197 

From  Commissioner  Clark's  statement :  === 

Surplus  at  close  of  year  1916 1,  935,  019, 191 

Surplus  at  close  of  year  1915 1,  556,  787, 176 

Increase   during   1916 378,232,015 

Surplus  from  1916  operations.  Interstate  Commerce  Com- 
mission income  account  as  above 288,  833, 197 

Difleerence 89,  398,  818 

EXPLANATION   OF  DIFFERENCE. 

Comparison  of  the  accounts  of  the  several  railways  as  of  June  30,  1915,  and 
June  30,  1916,  shows  that  changes  in  surplus  during  the  year  occurred  because 
of  the  following  factors : 

1.  Reorganizations,  consolidations,  and  mergers : 

Deficits  written  off $58,  884,  207 

Net  increase  in  surplus 54, 185,  669 

Surplus  written  off 4,  698,  538 

2.  Increase  in  investment  account  because  of  earlier  appropriations 

of  income,  not  written  in  through  the  income  account  for  1916_     34,  466, 198 

3.  Other  factors 746,  951 

Total 89,  398,  818 

(Whereupon,  at  11.10  o'clock  a.  m.,  the  committee  adjourned  until 
Friday,  January  24,  1919,  at  10  a.  m.) 
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FRIDAY,  JANUARY  24,    1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Was  king  tp7i,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  in  room  410,  Senate 
Office  Building,  at  10  o'clock  a.  m..  Senator  Atlee  Pomerene  presiding. 

Senator  Pomerene.  The  committee  will  please  come  to  order.  In 
the  absence  of  the  chairman  of  the  committee,  I  am  directed  to  say 
that  it  was  arranged  that  the  shippers  should  be  heard  this  morn- 
ing, and  I  understand  that  Mr.  Thorne  is  here  to  be  heard.  Mr. 
Thome. 

STATEMENT   OF  MR.   CLIFFORD   THORNE. 

Mr.  Thorne.  My  address  is  Lytton  Building,  Chicago,  111.,  and  I 
appear  here  representing  certain  oil,  live  stock,  and  grain  organiza- 
tions of  shippers. 

Before  making  my  principal  statement,  there  are  two  or  three 
references  to  statements  that  have  been  made  by  those  preceding  me, 
that  I  wish  to  make,  briefly.  There  are  so  many  facts  that  have  been 
covered  in  detail  and  at  length  by  these  gentlemen,  that  if  some  of 
them  remain  unchallenged,  a  very  wrong  basis  for  conclusions  will 
exist  in  your  minds.  I  can  not  possibly  undertake  to  cover  them  all 
that  I  should  like  to  make  reference  to,  but  just  a  few. 

First,  as  to  the  condition  of  the  carriers  at  the  time  the  Govern- 
ment took  the  railroads  over:  Mr.  Kruttschnitt  has  outlined  at  con- 
siderable length  the  status  of  their  efficiency  being  substantially  as 
great  then,  according  to  his  computations,  as  during  the  past  year, 
measured  by  the  various  units  of  transportation.  Substantially  the 
same  thing  is  true  as  to  earnings,  that  they  were  as  great  then  as 
they  ever  have  been,  with  the  single  exception  of  the  year  1916. 
The  gross  earnings  of  American  railroads,  as  a  whole,  during  the 
test  period,  the  three  years  ending  June  30,  1917,  were  greater  than 
during  any  other  three-year  jDeriod  in  the  history  of  American  rail- 
roads. Precisely  the  same  thing  is  true  of  their  net  earnings;  pre- 
cisely the  same  thing  is  true  of  their  net  corporate  income,  and  what 
is  called  the  net  operating  income;  precisely  the  same  thing  is  true 
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of  the  ratio  of  their  net  operating  income  to  property  investment, 
with  the  single  exception  of  the  period  inchicUng  the  fiscal  year 
1907,  during  which  time  the  property  investment  was  at  an  ab- 
normally low  level,  due  to  failure  to  keep  the  properties  up,  as  fully 
outlined  by  the  Interstate  Commerce  Commission  itself  in  the 
decision  in  the  Advance  Rate  case,  rendered  in  1911 ;  also  due  to  the 
fact  that  prior  to  that  time  they  did  not  universally  include  addi- 
tions and  betterments  built  out  of  surplus  earnings;  they  were  not 
required  to  do  so  by  the  commission.  Subsequent  to  that  time  they 
have  been  required  to  include  additions  and  betterments  made  out 
of  surplus  earnings.  Precisely  the  same  thing  is  true  of  net  operat- 
ing income  per  mile  of  line  for  the  three-year  period  ending  June 
30,  1917. 

Last  year  when  I  was  testifying  one  of  the  members  of  the  com- 
mittee asked  me  if  their  maintenance  allowances  were  adequate  dur- 
ing the  test  period.  I  do  not  like  to  accuse  the  railroads  of  making 
the  claims,  but  people  attempting  to  speak  for  them  and  about  them 
in  the  principal  publications  of  the  countr}'  gave  the  impression,  very 
widespread,  that  the  carriers  were  failing  to  make  adequate  main- 
tenance allowances  during  that  time.  We  now  find  that  these  same 
railroads  are  making  claims  for  added  compensation,  over  and  above 
the  guaranty  based  on  the  three-year  average,  on  the  claim,  mark 
you,  that  their  maintenance  allowances  during  the  test  period  were 
abnormally  high  in  order  to  take  care  of  deferred  maintenance  of 
prior  years,  thereby  decreasing,  apparently,  their  net  income. 

Senator  Kellogg.  Will  you.  while  you  are  on  that,  give  us  the 
names  of  the  railroads,  and  whether  that  has  been  granted  or  not? 

Mr.  Thorne.  I  would  not  undertake  to  give  the  details.  I  have 
requested  Mr.  Niles,  of  the  department  specially  connected  with  that 
work,  to  give  me  the  figures  for  half  a  dozen  representative  railroads. 

Senator  Kellogg.  I  mean  the  railroads  that  have  made  that  claim. 

Mr.  Thorne.  That  is  what  I  say — half  a  dozen  railroads  which 
have  made  that  claim — for  instance,  I  understand  the  Missouri  Kan- 
sas &  Texas  and  the  Missouri  Pacific — I  was  looking  at  it  the  other 
day — are  making  a  claim  for  over  a  million  dollars. 

Senator  Kellogg.  What  other  lines? 

Mr.  TiiORNE.  I  can  not  name  them  now,  but  I  will  give  them  to 
you.  Senator.  I  think  I  will  give  them  to  you  before  I  leave  the 
stand  this  morning.    I  asked  for  half  a  dozen  representative  lines. 

Another  statement  that  has  been  made  before  you  and  which  has 
been  constantly  circulated  in  the  press  is  that  the  freight  rates  in  this 
country  are  lower  than  in  any  other  leading  country  in  the  world. 
That  is  a  gross  misrepresentation  of  fact. 

Senator  Underwood.  Are  you  speaking  about  particular  rates  or 
averages,  now? 

Mr.  Thorne.  Averages;  representative  rates. 

Senator  Kellogg.  The  rates  now  or  as  they  were? 

Mr.  Thorne.  I  think  we  have  no  recent  comparisons  to  base  any- 
thing on,  except  that  there  have  been  very  large  advances  in  this 
country.  I  will  now  speak  of  the  situation  immediately  prior  to  the 
taking  over  of  the  railroads,  for  which  we  have  statistics,  and  I  de- 
sire to  describe  the  situation  in  regard  to  that. 
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Senator  Underwood.  I  would  like  for  you  to  give  me  the  statistics, 
because  I  want  to  be  candid  about  it  and  to  say  that  my  impression 
has  been  the  other  way. 

Mr.  Thorxe.  I  know  it.  The  impression  has  been  very  generally 
the  other  way.  This  claim  has  been  circulated  for  many  years,  com- 
mencing, as  far  as  I  know,  back  in  1910  in  the  Advance  Rate  case. 
At  that  time  I  wrote  to  the  London  Board  of  Trade  for  a  statement 
of  typical  rates  on  typical  commodities  for  representative  hauls.  I 
selected  for  representative  hauls  in  Great  Britain  and  representative 
commodities  precisely  the  same  hauls  and  the  same  commodities  that 
Mr.  Acworth  had  used  in  a  book  published  a  number  of  years  ago, 
and  requested  them  to  furnish  the  current  rates.  This  was  during 
the  Five  Per  Cent  case. 

Senator  Underwood.  Let  me  ask  you  this :  Do  you  think  that  is  a 
just  basis 

Mr.  Thorne  (interposing).  I  am  not  nearly  through  with  the 
statement.  Senator. 

Senator  L^nderwood.  I  just  wanted  to  ask  you  if  you  thought  that 
selected  rates  would  furnish  a  fair  basis  of  comparison?  The  ques- 
tion that  we  are  considering  is  the  combined  earning  capacity  of 
these  roads,  which  would  go  to  all  rates. 

Mr.  Thorxe.  I  will  speak  to  that  in  just  a  moment,  Senator.  The 
first  proposition  was  to  get  representative  rates  and  representative 
hauls.  There  were  in  the  neighborhood  of  50  or  more  comparisons. 
I  made  the  comparisons  with  the  rates  in  official  classification  terri- 
tory in  the  eastern  section,  where  the  rates  are  the  lowest  of  anywhere 
in  the  United  States,  and  where  the  service  was  comparable.  Over 
four-fifths  of  them  were  lower  than  in  this  country.  Since  then 
there  has  been  an  advance  of  4  per  cent  in  England,  in  1914,  if  I  re- 
member correctly;  and  up  to  last  spring  there  had  been  no  other  ad- 
vance in  England  since  the  war  commenced.  You  know  we  have  had 
15  per  cent  in  the  eastern  district,  and  a  25  per  cent  advance  since 
then,  and  a  5  per  cent  advance  on  over  50  per  cent  of  the  tonnage  in 
official  classification  teriitory. 

Senator  Pomerexe.  Prior  to  those  advances,  what  were  the  rates 
abroad  as  compared  with  the  rates  here? 

Mr.  TiiORNE.  I  just  stated  that.  Those  advances  that  I  have  just 
referred  to  were  subsequent  to  the  comparison  that  I  have  just  made. 
I  said  that  in  over  four-fifths  of  the  cases  the  American  rates  were 
higher.  Next,  as  to  the  comparison  of  averages  per  ton-mile,  the 
rates  per  ton  in  this  country — the  average  revenues  per  ton  in  this 
countr}' — would  not  be  fairly  comj)arable  to  England,  Germany,  and 
France,  because  the  hauls  are  so  much  longer  in  this  country:  and, 
on  the  other  hand,  the  comparison  of  averages  per  ton-mile  would  not 
be  fair  because  the  hauls  are  so  much  longer  in  this  country;  but 
considering  those  two  qualifications,  the  average  revenues  per  ton  in 
this  country  are  much  higher  than  in  either  of  the  leading  countries 
of  France,  Germany,  or  England. 

Second,  considering  the  revenues  per  ton-mile,  our  revenues  are 
lower  than  in  those  countries;  but  average  revenues  per  ton-mile 
might  be  lower  while  the  rates  for  ever}'  haul  might  be  higher,  be- 
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ciiuse  _you  are  spreadiiiij  the  terminal  costs  over  a  larger  number  of 
miles.  This  is  best  illusti'ated  by  the  factors  going  into  tlie  construc- 
tion of  the  rates  in  the  eastern  district.  About  40  years  ago 
they  framed  what  is  knoAvn  as  the  McGraham  scale,  and  in  the 
framing  of  that  scale  the  basis  they  used  was  6  cents  as  representing 
the  terminal  allowance  for  both  terminals,  and  a  decimal  fraction 
representing  the  haulage  per  ton-mile.  The  6  cents  was  per  100 
pounds  for  the  terminals.  Now,  that  allowance  of  6  cents  per  100 
pounds  is  i-egardless  of  length  of  haul.  It  might  be  250  miles  or  it 
might  be  !)00  miles.  Six  cents  per  100  pounds  is  equivalent  to  120 
cents  })er  ton.  The  terminal  costs  do  not  vary  with  the  length  of  the 
haul.  The  average  haul  in  (xermany,  France,  and  P^ngland  ranges 
from  30  to  50  miles.  You  will  find,  by  taking  the  time  to  make  the 
computations,  that  the  terminal  allowance  alone  in  the  construction 
of  the  25-cent  rate  between  Chicago  and  New  York  and  intermediate 
territory,  when  the  McCxraham  scale  was  compiled,  produces  a  larger 
revenue  per  ton-mile  than  the  average  ton-mile  revenues  in  France, 
(xermany,  and  England,  from  the  last  officially  reported  statistics, 
using  as  your  hauls  the  estimates  of  experts  in  those  countries.  In 
other  words,  the  terminal  allowance  alone,  without  any  allowance  for 
the  haul,  is  greater 

Senator  Kellogg  (interposing).  I  do  not  get  that.  To  what  par- 
ticular terminal  allowance  are  you  referring? 

Mr.  Thorne.  I  will  restate  it.  Senator. 

Senator  Kellogg.  No ;  you  do  not  need  to  restate  it.  Just  tell  me 
what  particular  terminal  allowance  you  are  referring  to.  I  did  not 
catch  that. 

Mr.  Thorne.  In  the  construction  of  the  McGraham  scale  they 
used  6  cents  as  the  terminal  allowance  for  a  haul  in  the  territory 
between  Chicago  and  New  York  and  intermediate  territory — the 
Central  Freight  Association  percentage  scale.  That  6  cents  was  the 
allowance  in  a  rate  of  25  cents,  leaving  19  cents  for  the  line 
haul  between  Chicago  and  New  York.  That  6  cents,  applicable  to 
the  25-cent  rate,  therefore,  was  applicable  to  the  sixth-class  rate  at 
that  time,  the  other  five  classes  being  higher,  that  being  the  lowest 
class  in  the  scale.  There  were  commodity  rates  below  that,  but  that 
is  the  lowest  class  rate  in  that  territory. 

Senator  Kellogg.  Six  cents  for  the  terminal  charge  at  Chicago 
and  New  York  both? 

Mr.  Thorne.  Six  cents,  as  I  stated,  covered  both  terminal  allow- 
ances, and  that  applied  to  all  hauls,  whether  it  was  250  miles  or  900 
miles.  The  only  varying  factor  was  the  allowance  per  ton  for  the 
haul. 

Senator  Kellogg.  Was  that  the  basis  of  the  rates  at  the  time  the 
Government  took  over  the  roads? 

Mr.  Thorne.  It  was  higher  than  that.  This  6  cents  was  used  as 
the  basis  in  1873  or  1878,  when  the  McGraham  scale  was  framed; 
and  since  then  there  have  been  numerous  advances  in  that  scale 
throughout  that  territory — as  everybody  knows.  Prior  to  the  per- 
centage advance  at  the  time  the  Government  took  over  the  railroads, 
there  was  a  5  per  cent  added;  and,  then,  a  15  per  cent  added  to  that. 
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Senator  Pomekene.  In  deterinininfr  the  reasonableness  or  the  un- 
reasonableness of  the  rates  in  this  country,  would  you  regard  it  as 
fair  to  be  controlled  by  the  rates  as  they  existed  in  Europe? 

Mr.  Thorise.  Not  atall. 

Senator  Pomekene.  Let  me  ask  you  a  further  question,  and  then 
you  can  answer  thcni  both  at  the  same.  time.  In  attempting  to  com- 
pare the  one  rate  with  the  other,  do  you  take  into  consideration  the 
difference  in  the  cost  of  labor  in  this  country  and  in  Europe,  and 
the  difference  in  the  cost  of  railroad  supplies  in  this  country  and 
in  Europe? 

Mr.  Thorne.  I  think  the  rates  should  be  hi*2:her  for  similar  serv- 
ice, because  our  labor  and  supplies  cost  more.  I  was  not  making  an 
argument  on  that  proposition.  I  was  refuting  the  statement  that 
had  been  made  to  you  gentlemen  that  our  rates  were  lower,  and  I 
have  refuted  it  in  this  way:  In  the  first  place,  I  have  used  a  large 
number  of  typical  rates  for  representative  commodities  and  typical 
hauls,  accepting  Mr.  Acworth's  selection  of  those  commodities  "and 
haids.  comparing  England  and  the  United  States.  Secondly,  I 
have  made  a  comparison  of  the  terminal  allowance  alone  to  the 
average  revenues  per  ton-mile,  which  includes  both  terminal  and 
haulage  cost. 

Senator  Pomerene.  Have  you  ever  discussed  this  question  with 
manufacturers  who  have  had  practical  experience  with  railroad 
traffic  in  European  countries  and  in  this  country? 

Mr.  Thorne.  Yes,  sir. 

Senator  Pomerene.  Within  a  few  weeks  a  very  prominent  manu- 
facturer who  has  plants  in  this  country,  as  well  as  in  France  and 
Germany  and  Italy,  told  me — and  I  was  in  company  with  a  number 
of  gentlemen  who  were  talking  with  him  on  this  subject — that  the 
railroads  rates  in  this  country  were  very  materially  less  than  they 
Avere  in  those  countries. 

Mr.  Thorne.  He  is  probably  confusing  the  rates  per  ton-mile.  If 
he  is  not,  he  is  in  error.  I  have  forgotten  the  name  of  the  man  who 
was  the  author  of  the  book  on  "American  Railroads,"  but  he  is  the 
financial  writer  or  transportation  correspondent  for  the  London 
Times.  He  has  written  a  book  in  which  he  has  made  some  analyses, 
and  his  conclusion  is  precisely  as  I  have  stated  to  you. 

Senator  Underwood.  I  want  to  get  this  straight,  because  I  think 
right  here  hangs  a  good  deal  around  this  question  as  to  the  justness 
of  w^hatever  legislation  we  may  bring  forth.  I  can  not  differentiate, 
in  my  own  mind,  the  propositions  that  you  are  making,  and  I  would 
like  to  have  you  clear  it  up  for  me.  You  are  drawing  a  distinction 
between  the  mileage  rate  between  two  points  and  the  terminal  rate; 
that  is,  the  delivery  rate. 

Now,  I  can  not  see  that,  in  a  comparison  of  rates,  that  makes  any 
difference  whatever.  If  I  go  to  the  railroad  company  here  with  my 
luggage  or  my  trunk  to  haul  it  home  and  the  man  says,  "  I  will 
charge  you  2.5  cents  to  haul  it  homo  and  nothing  for  loading  or 
unloading  it.  or  carrying  it  upstairs."  it  does  not  make  any  dif- 
ference to  mo  whetlior  he  charges  me  25  cents  for  loading  and 
nothing  for  hauling  it  or  25  cents  for  hauling  it  and  nothing  for 
loadinir  it.     To  mv  mind,  it  is  all  one  thing.     Of  course  T  under- 
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stand  there  is  a  difference  between  the  terminal  charge  and  the 
mileage  charge,  but  for  the  purposes  of  the  proposition  that  we  are 
investigating  you  do  not  make  it  clear  to  me  where  there  is  any 
distinction  between  the  terminal  charge  and  the  mileage  charge,  so 
far  as  the  total  rate  is  concerned.  These  railroads  have  got  to  earn 
enough  to  live  on.  Now,  what  difference  does  it  make,  so  far  as  the 
general  proposition  is  concerned,  whether  they  make  it  on  the  ter- 
minal charge  or  on  the  mileage  charge?  I  do  not  see  why  you  draw 
that  distinction. 

Mr.  Thorne.  Evidently  I  have  not  made  myself  clear  to  you. 

Senator  Underwood.  No;  you  have  not. 

Mr.  Thorne.  Because  both  the  mileage  allowance  and  the  terminal 
allowance  are  greater  in  this  country  on  the  average. 

Senator  Underwood.  Then,  that  brings  it  to  a  question  of  the 
aggregate  rate.  That  is  the  proposition  that  we  are  here  inquiring 
about. 

Mr.  Thorne.  In  order  to  compare  the  rates  in  one  country  with 
another,  it  is  necessary,  of  course,  to  compare  like  with  like.  If  we 
had  in  Iowa  and  in  Pennsylvania  two  sets  of  rates — for  example, 
suppose  the  rates  in  Iowa  were  50  per  cent  higher  than  in  Pennsyl- 
vania, but  the  distances  in  Iowa  were  two  or  three  times  as  long — 
you  might  very  easily  have  a  lower  revenue  per  ton-mile  in  Iowa, 
although  the  rates  were  twice  or  50  per  cent  higher  than  in  Pennsyl- 
vania, because  the  average  haul  would  be  longer,  and  when  you  com- 
pare revenues  per  ton-mile  you  reach  fallacious  conclusions  unless 
you  consider  the  average  haul.  In  the  United  States  the  average 
haul  on  all  roads,  considered  as  a  system,  is  around  270  miles,  while 
in  those  countries  in  Europe  it  is  between  30  and  50  miles.  In  this 
country  we  are  spreading  the  terminal  costs  over  a  haul  five  to  six 
times  as  long  as  they  are  in  the  European  countries,  and  the  terminal 
costs  are  from  25  to  50  per  cent  or  more  of  the  whole  cost.  Conse- 
quently the  rates  themselves  might  be  twice  as  high  in  the  United 
States  as  in  England  for  similar  hauls,  and  yet  the  average  revenue 
per  ton-mile  in  this  country  might  be  lower  than  in  England. 

Senator  Cummins.  Mr.  Thorno,  I  think  you  would  clear  it  up  if 
you  would  compare  a  50-mile  haul  in  Great  Britain,  Germany,  or 
France,  with  a  50-mile  haul  in  the  United  States. 

Senator  Kellogg,  Will  you  please  file  a  schedule  of  the  exact 
rates  you  have  compared,  so  that  we  may  see  them  ? 

Mr.  Thorne.  Yes.  I  have  not  only  compared  the  rates,  but  I 
have  also  compared  the  average  earnings.    I  will  file  that  also. 

Senator  Kellogg.  If  you  will  file  a  schedule  of  the  exact  rates 
which  you  have  compared  between  this  country  and  any  foreign 
country,  so  that  we  may  see  the  mileage  and  what  the  rates  are,  it 
will  be  helpful.  Now,  just  one  other  question,  so  that  I  may  clear 
it  up  in  my  own  mind :  In  this  country  we  do  not  make  in  our  tariffs 
separate  terminal  charges,  do  we? 

Mr.  Thorne.  That  is  correct,  to  some  extent. 

Senator  Kellogg.  Generally  speaking,  the  rates  include  all  ter- 
n:iinal  charges  as  one  rate,  do  they  not? 

Mr.  Thorne.  Substantially  so. 
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Senator  Kellogg.  Yes.    Now,  in  England,  that  is  not  true,  is  it? 

Mr.  Thorne.  That  is  correct. 

Senator  Kellogg.  They  have  a  separate  terminal  charge  and  a 
hauling  charge? 

Mr.  Thorne.  The  rates  that  I  am  comparing  here  include  both. 

Senator  Kellogg.  I  did  not  ask  jou  that  question.  I  asked  you  if 
they  had  a  separate  terminal  charge  and  a  separate  hauling  charge? 

Mr.  Thorne.  Under  certain  conditions. 

Senator  Kellogg.  In  nearly  all  cases,  have  they  not? 

Mr.  Thorne.  I  would  not  say  that. 

Senator  Kellogg.  Do  you  know  whether  they  have  or  not? 

Mr.  Thorne.  I  would  not  say  that  was  true  in  nearly  all  cases. 

Senator  Kellogg.  I  wish  you  Avould  file  that  schedule. 

Mr.  Thorne.  Yes.  I  w^ould  like  to  finish  answering  Senator  Un- 
derwood. That  makes  the  comparison  of  the  earnings  per  ton-mile 
or  per  ton  fallacious,  in  my  judgment,  because  the  average  haul 
would  spread  out  the  cost  over  a  larger  number  of  miles ;  so  that  the 
comparison  of  ton-mile  earnings  would  mislead  you,  just  as  a  com- 
parison of  ton  earnings  would  mislead  you.  The  average  revenues 
per  ton  in  this  country  are  higher  than  in  the  European  countries, 
and  the  average  earnings  per  ton-mile  are  lower  than  in  European 
countries,  but  both  comparisons  are  fallacious.  However,  if  you 
will  take  the  earnings  per  ton-mile  for  similar  hauls,  the  comparison 
will  be  correct.  I  have  shown  you  that  in  the  construction  of  the 
rates  themselves  for  similar  hauls  for  typical  commodities  our  rates 
are  higher,  and  I  will  file  the  specific  rates  and  hauls  with  you. 
Further,  I  have  shown  you  that  in  the  construction  of  the  lowest  set 
of  rates  in  this  country,  existing,  as  they  do,  in  the  eastern  territory, 
there  was  used  for  the  terminal  allownice  alone  a  greater  amount 
than  is  used  on  the  average  for  both  the  terminals  and  the  hriuls  in 
England,  France,  and  Germany,  or  approximately  the  same.  Xow, 
I  will  file  the  details  of  the  figures,  supporting  the  last  statement  as 
well  as  the  first. 

Senator  Underwood.  I  do  not  see  that  even  that,  Mr.  Thorne, 
makes  a  reasonable  comparison.  I  see  the  distinction  you  draw  be- 
tween the  long  and  short  haul,  where  you  divide  it  into  the  terminal 
charge,  but  then  if  you  are  going  to  make  a  comparison  of  those  rail- 
I'oads  and  their  earning  capacity  from  that  standpoint,  you  would 
also  have  to  take  into  consideration  that  there  is  a  congested  popula- 
tion in  England,  with  freight  to  be  hauled  almost  every  mile,  whereas 
many  American  railroads  must  go  5,  10,  or  20  miles  before  they  can 
pick  up  a  ton  of  freight.  I  agree  with  you  that  there  is  no  accurate 
point  of  comparison,  because  the  conditions  are  entirely  different, 
and  the  only  basis  that  you  can  put  it  on,  it  seems  to  me,  is  the  earn- 
ing capacity  for  maintaining  the  road. 

Mr.  Thorne.  I  do  not  deduce  any  conclusion  as  to  the  justice^  or 
injustice  of  the  American  rates,  from  the  comparison  I  made.  You 
are  absolutely  correct  in  regard  to  that.  The  investment  is  greater 
per  mile  over  there;  the  congestion  is  greater,  and  the  cost  of  labor 
and  supplies  is  greater. 

Senator  Kellogg.  The  cost  of  labor  is  greater  over  there  than  here  ? 
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Mr.  Thorxk.  The  cost  of  labor  is  greater  here  than  there,  and  the 
cost  of  supplies  is  greater  here  than  there.  I  was  merely  refuting 
a  statement  that  has  received  wide  acceptance,  that  is  absolutely 
erroneous,  and  can  not  be  supported  by  the  statistics. 

A  statement  was  made  in  regard  to  a  comparison  of  capital  invest- 
ment per  mile  in  this  country  and  in  England  and  in  other  countries. 
In  regard  to  that,  I  do  not  know  whether  it  is  of  very  much  sig- 
nificance in  the  matters  you  have  under  consideration,  but  if  it  is,  I 
desire  to  remind  you  that  that  comparison  given  to  you  is  per  mile  of 
single  track,  instead  of  per  mile  of  all  tracks.  They  have  many  more 
tracks  per  mile  than  we  haxe  here.  If  you  make  a  comparison  of 
miles  of  all  tracks,  you  will  find  the  figures  very  different.  However, 
even  then  the  average  is  greater  in  England  than  in  the  United 
States;  but  you  have  practically  an  elimination  of  grade  crossings 
over  in  England,  whereas  we  have  it  almost  universally  the  other  way 
in  this  country,  as  a  whole.  Of  course,  there  has  been  a  lot  of  elimi- 
nation, especially  in  the  large  cities.  Then,  the  cost  of  real  estate 
in  that  country  is  much  greater  per  mile.  The  comparison — if  you 
are  interested  at  all  in  England  versus  America — of  the  returns  that 
were  guaranteed  by  the  British  Government  with  those  guaranteed 
by  Congress,  is  quite  significant. 

I  have  before  me  a  statement  showing  the  average  guaranteed  re- 
turn on  the  capital  for  roads  handling  72  per  ( ent  of  the  traffic  in  the 
eastern  district.  The  reason  the^se  were  used  is  because  the  figures 
were  available  in  the  shape  of  exhibits  filed  by  the  carriers  with  the 
Interstate  Connnerce  Commission  in  the  Eastern  Advance  Rate  case, 
by  system;  and  further  a  criticism  has  frequently  been  launched  at 
comparisons  of  earnings  on  capital  stock  liecause  there  might  be  in- 
come from  outside  sources  mixed  in  with  the  railway  operating  rev- 
enues, Avhich  would  be  foreign  to  the  nuitter  at  issue.  We  were  able 
to  separate  those  figures,  taking  out  all  the  income  from  outside 
sources,  and  just  leaving  that  from  operation.  The  result,  after  pay- 
ing all  taxes  and  interest,  amounted,  on  the  Bessemer  &  Lake  Erie, 
to  over  27  per  cent:  the  Central  Eailroad  of  New  Jersey,  16  per  cent ; 
and  the  rest  vary  from  7  to  27  per  cent,  making  an  average  of  10.05 
per  cent.  For  roads  having  a  combined  ca])italization  of  one  billion 
five  hundred  and  seventy-six  million 

Senator  Ketxogo  (interposing).  What  cajiitalization  did  you  put 
in  for  the  Bessemer  &  Lake  Erie? 

Mr.  Thorx'e.  $12,498,850.  Then,  in  England,  in  Great  Britain, 
we  have  the  statistics  compiled  officially,  which  show,  for  the  Great 
Central 

Senator  KELuxio  (interposing).  Before  you  pass  to  that  compari- 
son, you  know  that  the  Bessemer  &  Lake  Erie  is  one  of  the  most  re- 
markable cases  in  the  Ignited  Statos  of  enormous  earnings,  on  account 
of  its  ore  hauling,  do  you  not? 

Mr.  TiioRNE.  All  right.     Let  us.  consider  some  of  the  others. 

Senator  Kellogg.  Why  do  you  not  consider  them  all? 

Mr.  Thorne.  All  right.    I  will  consider  these  that  are  available. 

Senator  Kello(;ig.  Well,  they  are  all  available,  are  they  not? 
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Mr.  Thorne.  No;  not  in  the  shape  I  said.  You  have  not  the 
system  figures  in  the  West  and  South ;  you  have  not  the  figures  from 
outside  sources  available  for  the  system. 

Senator  Kellogg.  They  are  all  available  from  the  records  of  the 
Interstate  Commerce  Commission. 

Mr.  Thorne.  For  the  system? 

Senator  Kellogg.  For  the  railroads — for  every  railroad  in  the 
United  States. 

Mr.  Thorne.  Senator,  I  have  not  made  myself  clear,  or  you  would 
agree  with  me,  I  know.  When  you  compare  earnings  of  different 
railroads  separately,  as  reported  by  the  Interstate  Commerce  Com- 
mission, the  objection  is  that  there  are  a  number  of  intercorporate 
payments.  Consequently,  the  net  result  to  the  public  is  not  reflected 
by  those  figures  or  by  the  average  of  those  figures. 

Senator  Kellogg.  But  the  reports  of  the  Interstate  Commerce 
Commission  show  all  that,  and  those  intercorporate  payments  can  be 
eliminated  and  a  statement  made  for  all  the  railroad  earnings,  can 
it  not? 

Mr.  Thor>;e.  They  have  that  statement  for  all  the  railroads  con- 
solidated, covering  what?  Covering  the  returns,  the  capitalization, 
etc.;  but  you  have  not  eliminated  from  that  the  dividends  paid  to 
other  railroads 

Senator  Kellogg  (interposing).  But  they  can  get  at  it. 

Mr.  Thorke.  What  is  that? 

Senator  Kellogg.  It  can  be  eliminated,  can  it  not  ? 

Mr.  Thorxe.  Evidently  I  have  not  made  myself  clear. 

Senator  Cummins.  Why  should  not  the  witness  be  permitted  to  go 
on  and  make  his  statement  without  continual  cross-examination? 

Senator  Kellogg.  All  right;  only  I  wanted  to  know  what  the 
statement  was. 

Mr.  Thorxe.  I  am  very  glad  you  asked  that,  because  I  had  created 
a  wrong  impression  on  you.  I  would  like  to  clear  that  up,  and  then 
I  will  proceed.  The  only  figures  available  for  system,  as  a  whole, 
published  by  the  Interstate  Commerce  Commission,  cover  all  rail- 
roads in  the  United  States  as  a  whole.  In  that  figure  you  have 
not  the  elimination  of  the  dividends,  giving  the  net  dividends  paid 
the  public.  The  figure  has  been  subject  to  criticism,  further,  because 
it  includes  income  from  outside  sources,  which  is  not  strictly  rail- 
way operating  income,  and  it  seems  wrong  to  compare  that  to  the 
capital  stock.  I  am  very  glad  to  do  that,  if  you  desire  it,  however. 
It  makes  a  return  over  twice  as  great  as  in  England,  as  it  averages 
close  to  8  per  cent  on  all  the  capital  stock  outstanding  in  the  hands 
of  the  public  for  the  railroads,  as  a  whole,  in  the  country  during 
the  test  period ;  but  what  I  am  trying  to  meet,  as  I  stated  originally, 
is  the  objection  which  I  have  recited  to  you.  and  the  only  figures 
that  are  available  which  meet  that  objection  are  those  compiled  by 
the  railroads  themselves  in  the  eastern  district,  where  they  give  sys- 
tem figures,  and  these  systems  show  the  following. 

Senator  Pomerene.  What  are  you  reading  from? 

Mr.  Thorne.  The  table  is  one'  reprinted  from  the  Annals  of  the 
American  Academv  of  Political  and  Social  Science. 
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Senator  Pomerene.  And  what  is  that  pamphlet  you  have? 

Mr.  Thorne.  The  pamphlet  was  written  by  me,  and  is  entitled 
"  Government  Operation  of  American  Eailroads,"  and  is  Publication 
No.  1187  of  the  American  Academy  of  Political  and  Social  Science. 

Senator  Pomerene.  Just  let  those  figures  go  into  the  record. 

Mr.  Thorne.  Yes.  I  will  read  a  few  of  them  now,  and  then  they 
can  be  copied  into  the  record.  The  figures  appear  at  pages  13  and 
15  of  this  pamphlet  to  which  I  have  just  referred.  Central  Rail- 
road of  New  Jersey,  16.14  per  cent;  Delaware  &  Hudson,  7.79  per 
cent ;  Delaware,  Lackawanna  &  Western,  13.58  per  cent ;  Lehigh  Val- 
ley, 6.19  per  cent;  Norfolk  &  Western,  11.52  per  cent;  New  York 
Central  System,  10.66  per  cent;  Pennsylvania  Eailroad  System,  8.76 
per  cent;  Reading  System,  11.40  per  cent;  Chesapeake  &  Ohio,  7.74 
per  cent;  Buffalo,  Rochester  &  Pittsburgh,  8.96  per  cent;  Lehigh  & 
New  England  Railroad,  13.08  per  cent;  Hocking  Valley,  11.64  per 
cent;  Lehigh  &  Hudson  River  Railway,  27.56  per  cent.  Now,  in 
England,  the  Great  Central,  2.77  per  cent;  Great  Eastern,  3.38  per 
cent;  Great  Northern,  3.86  per  cent;  Great  Western,  5.87  per  cent; 
Lancashire  &  Yorkshire,  3.74  per  cent;  Midland,  3.07  per  cent. 

(The  statements  above  referred  to  are  here  printed  in  full,  as 
follows:) 

Statement  of  the  net  income  and  capital  stock,  eastern  railroads,  year  ending 

June  SO,  1917. 


Name  of  road. 


1917  divi- 
dend rate 
(system 
average). 


Capital  stock 

outstanding 

in  1917. 


Average 
net  income 

3  years, 
1915-1917. 


Average 
return 
on  1917 
capital 
stock. 


Average 
net  income 

less  other 
income, 
3  years, 

1915-1917. 


Average 
guaran- 
teed 
return. 


Bessemer  &  Lake  Erie  R.  R 

Central  R.  R.  of  New  Jersey 

Delaware  &  Hudson  Co ... ! 

Delaware,  Lackawanna  &  West- 
ern R.  R 

Lehigh  Valley  R.  R 

New  York  Central  S vstem 

Norfolk  &  Western  Ry 

Pennsylvania  R.  R.  System 

Reading  System 1 

Chesapeake  tt  Ohio  Ry , 

Buffalo,  Rochester  &"  Pittsburgh 
R.  R 

Lehigh  &  New  England  R.  R 

Hocking  Valley  Ry 

Lehigh  &  Hudson  River  Ry 

Total 


Per  cent. 
11.36 
11.68 

8.82 

12.83 
9.76 
5.50 
7.16 
6.48 
7.10 
4.00 

6.00 
8.00 
4.00 
12.00 


$12,498,850 
28, 716, 800 
56,855,500 

87, 048, 638 
62,110,998 
369, 230, 457 
143,397,200 
620,588,186 
98, 558, 337 
62, 786, 000 

16, 500, 000 
6, 000, 000 

10, 999, 500 
1,340.000 


83,515,494 
5,597,651 
6,469,916 

16,545,849 
7,026,317 
49,425,960 
17,341,467 
66,418,510 
11,466,252 
5, 844, 756 

1,560,021 
819,477 

1,313,128 
374,413 


Per  cent. 
28.12 
19.49 
11.38 

19.01 
11.31 
13.39 
12.09 
10.70 
11.63 
9.31 

9.45 
13.66 
11.94 
27.94 


S3, 453, 631 
4,634,079 
4, 428, 769 

11,824,622 
3,846,914 
39,371,056 
16,520,923 
54,379,661 
11,240,132 
4, 859, 525 

1,478,723 
784,9.57 

1,279,985 
369, 252 


Per  cent. 
27.63 
16.14 
7.79 

13.58 
6.19 

10.66 

11.52 
8.76 

11.40 
7.74 

8.96 
13.08 
11.64 
27.56 


6.94 


1,576,630,466  193,719,211 


12.29  158,472,228 


1  10.  05 


1  This  percentage  differs  slightly  from  that  given  before  the  congressional  committees  recently,  as  the 
percentage  here  is  based  on  the  1917  capital  stock  (being  brought  down  to  the  latest  year)  instead  of  on  the 
average  capital  stock  for  the  three  years. 

Note. — The  foregoing  table  has  licen  compiled  from  the  exhibits  offered  by  the  railway  companies  in  th  e 
Fifteen  Per  Cent  Case,  last  Novem>)er,  the  case  being  tried  before  the  Interstate  Comrherce  Commission. 
We  show  the  rate  of  return  which  was  earned  by  14  of  the  principal  railroad  systems  in  the  eastern  dis- 
trict. These  roads  handled  72  per  cent  of  t  he  t  ralfic  in  said  district  last  year.  Net  income  includes  income 
from  operation  as  well  as  that  whicli  is  received  from  outside  investments,  known  as  "other  income." 
First,  we  show  the  ratio  this  factor,  known  as  net  income,  bears  to  the  capital  stock  outstanding.  Second, 
we  have  subtracted  from  the  net  income  all  income  from  outside  sources.  This  leaves  only  the  earnings 
derived  from  operation  of  the  railroad  property  after  all  interest  charges  are  paid.  We  then" show  the  rate 
that  this  net  income  from  operation  bears  to  the  capital  stock. 
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Railways  in  United  Kingdom  whose  (iross  receipts  for  year  1913  exceeded 

£1,000,000. 


Name  of  road. 

Gross 
receipts. 

Ordinary 
stock. 

Preferential 
stock. 

Guaranteed 
stock. 

Total  stock. 

Dividends 

on  ordinary 

stock. 

Great  Central 

£5,929,558 
6,015,142 
6,742,119 
15,431,412 

6, 595, 159 

16,326,621 

5,414,019 

3,534,118 
15, 129, 136 
11,315,130 

1,058,978 

f      4,890,589 

£10,658,020 
15,362,886 
22,454,250 
36, 695, 210 

18,821,470 

42,890,095 

22, 189, 814 

10,447,085 
78,195,397 
32,036,605 
3, 594, 650 

£17,185,428 
14,731,708 
19, 759, 520 
11,936,348 

29,104,816 

27,873,631 

18, 700, 226 

10,121,672 
63,988,974 
16,273,797 
3,317,483 

£3,382,061 
6, 094, 627 
3,435,740 

25, 555, 191 

2,596,012 

15,100,406 

797,980 

1,955,860 
18,089,560 
8,503,295 
1,170,000 

£31,225,509 
36, 189, 221 
45, 649, 510 
74,186,749 

50,522,298 

85,864,132 

41,688,020 

22,524,617 

160, 273, 931 

56,813,697 

8,082,133 

Great  Eastern   

£384,072 

788,838 
2,284,451 

846,966 

3,002,306 

851  199 

Lancashire     &     York- 

London  &  North  West- 

London  &  Seuth  West- 
ern   

London,     Brighton     & 

548, 472 

Midland 

2  636  194 

North  Eastern 

2  242  142 

North  Staffordshire 

Southeastern  &  Chatham 

Ry.    Cos.'    managing 

committee: 

London,    Chatham, 

179, 732 

&  Dover 

11,259,282 
10, 049, 230 

7,878,832 
12,286,385 

122,313 
1,784,300 

19,260,427 
24,119,915 

401,969 

Total  England  and 
Wales 

98, 381, 981 
5, 129, 155 

2, 012, 737 
5, 254, 607 

1,191,286 

1,630,766 

314, 653, 994 
35, 569, 256 

12, 654, 790 
21,579,157 

4,049,989 

5,479,800 

253,158,820 
14,526,437 

5,491,091 

27,575,987 

1,749,005 
1,696,765 

88,587,345 
9, 268, 154 

2,260,450' 

656,400,.159 
59, 363, 847 

20,40P,331 
49, 155, 144 

6,668,264 

10,072,749 

14, 166, 341 

Caledonian    

646  311 

Glasgow  &  South  West- 

314,052 

North  British  

437  361 

869,270 
2,896,184 

242, 997 

Great  Southern  &  West- 
ern  

266, 276 

Total     United 
Kingdom 

2  113,600,532 

393,986,986 

304, 198, 105 

103,881,403 

802,066,494 

16,073,338 

Name  of  road. 

Dividends 
on  prefer- 
ential and 
guaranteed 
stock. 

Total 
dividends. 

Rate 
of  divi- 
dend. 

Net 
income. 

Fixed 
charges.  1 

Net  income 
less  fixed 
charges. 

Rate 
of  re- 
turn. 

Great  Central 

£866, 076 

825, 228 

910, 910 

1,874,577 

1,019,267 

1, 718, 962 

738, 526 

603, 876 

2,069,951 

991,046 

158,024 

331,107 
533,940 

£866,076 
1, 209, 300 
1,699,748 
4,159,028 
1,866,233 
4,721.268 
1,589,725 

1,152,348 

4, 706, 145 

3,233,188 

337, 756 

331, 107 
935,909 

Perct. 
2.77 
3.34 
3.72 
5.61 
3.69 
5,50 
3.81 

5.12 
2.94 
5.69 
4.18 

L72 
3.88 

£2, 218, 221 
2, 173, 330 
2, 463, 016 
5,929,034 
2,602,111 
6, 334, 595 
2,190,502 

1,534,911 

6, 362, 738 

4,454,968 

441,288 

816, 193 
1,416,960 

£1,352,885 

£865.336 

Perct. 
2.77 

Great  Eastern  

955,385       1.222.945 

3.38 

Great  Northern 

700, 189 
1,574,657 

713,811 
1,512,792 

595,021 

378,445 

1,434,787 

914, 869 

95,071 

483,253 
483,537 

1,762,827 
4,354,377 
1,888,300 
4,821,803 
1,595,481 

1,156,466 

4, 927, 951 

3,540,099 

346,217 

332,940 
933,423 

3.86 

Great  Western 

5.87 

Lancashire  &  Yorkshire 

London  &  North  Western . . 

London  &  South  Western . . 

London,  Brighton  &  South 

Coast 

3.74 
5.02 
3.83 

5.13 

Midland 

3.07 

North  Eastern 

6.23 

North  Staffordshire 

Southeastern    &    Chatham 
Ry.  Cos.'  managing  com- 
mittee: 
London,    Chatham    & 

4.28 
1.73 

South  Eastern 

3.87 

Total  England  and  Wales.. 
Caledonian       

12,641,490 
968, 183 
301,902 
1,078,830 
104,730 
184, 196 

26,807,831 

1,614,494 

616,014 

1,516,191 

347,727 

450,472 

4.08 
2.72 
3.02 
3.08 
5.21 
4.47 

38,937,867 

2,334,041 

825, 568 

2,427,282 

457,631 

716,018 

11,189,702 
707, 851 
229,969 
857,725 
105,788 
215,362 

27, 748, 165 

1, 626, 190 

595,599 

1,569,557 

351,843 

500,656 

4.23 
2.74 

Glasgow  and  South  Western 
North  British            

2.92 
3.19 

Great  Northern  of  Ireland . . 
Great  Southern  &  Western. . 

5.28 
4.96 

Total   United   King- 

15,279,391 

31,352,729 

3.91 

45,698.407 

13,306,397 

32,392,010 

4.04 

1  Includes  interest  on  loans,  debenture  stocks,  and  miscellaneous  fixed  charges. 

'  Per  cent  of  gross  receipts  of  all  railways  in  United  Kingdom,  86.60.  Gross  receipts  of  all  railways  as 
follows:  England  and  Wales,  £109,908,244;  Scotland,  £13,642,742:  Ireland,  £4,623,167;  total,  £128,174,163. 
Authority:  Railway  returns  of  the  United  Kingdom  for  the  year  1913. 
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Mr.  Thorke.  As  I  stated  a  while  ago,  the  fact  that  our  capitali- 
zation is  greater  or  less,  our  freight  rates  greater  or  higher,  or  our 
earnings  greater  or  less  in  this  country,  compared  to  England,  is 
not  of  substantial  importance  as  bearing  upon  the  reasonableness 
of  the  schedules  in  the  United  States.  I  have  merely  referred  to 
them  because  some  erroneous  impressions  have  been  made  in  this 
record,  and  if  they  were  used  as  a  basis  for  conclusions,  you  might 
arrive  at  very  erroneous  conclusions.  The  dijfferences  in  transpor- 
tation conditions  in  this  country  and  in  Europe  are  great.  We  have 
to  consider  the  situation  as  it  is  here. 

In  regard  to  the  step  that  should  be  taken  by  Congress  at  this 
time,  I  am  embarrassed  by  the  multitudinous  and  complicated  issues 
and  problems  that  have  been  submitted  to  you  by  these  gentlemen 
that  have  preceded  me.  There  is  one  single  proposition  that  can  be 
cared  for  by  the  present  Congress,  which  is  of  tremendous  importance 
to  the  shippers  of  the  United  States.  I  wish  that,  in  your  weighing 
of  these  larger  problems,  you  could  pause  a  moment  and  consider 
this  proposition.  Unless  you  do  so  I  am  very  fearful  that  nothing 
can  be  accomplished  during  this  session,  and  I  think  I  will  be  able 
to  show  you  that  it  is  of  supreme  importance  that  the  particular 
amendment  to  the  railroad  control  law  that  I. am  going  to  suggest, 
shall  be  made  by  the  present  Congress.  It  is  of  importance  to  the 
shippers  of  the  country.  The  shippers  of  the  country  are  not  united 
on  many  of  these  fundamental  questions  that  have  been  presented 
to  you,  but.  generally  speaking,  they  are  united  on  what  I  am  going 
to  state. 

As  to  the  advisability  of  Government  operation,  it  is  Drobably 
safe  to  say  that  if  it  were  submitted  to  a  popular  vote,  permanent 
Government  operation  at  the  present  day  would  be  defeated  over- 
whelmingly. Mr.  McAdoo  and  the  Eailroad  Administration  as  a 
whole  have  created  very  intense  hostility  on  the  part  of  the  shippers 
of  the  country.  I  am  going  to  review  the  situation,  stating  the 
amendment  that  we  propose,  and  giving  concrete  illustrations  of 
the  acts  of  the  Administration  that  have  given  rise  to  this  demand 
which  is  so  general  throughout  the  Nation.  In  order  to  speak  ac- 
curately and  concisely  as  to  that  upon  which  we  are  agreed — those 
to  whom  I  have  submitted  the  matter — I  have  reduced  the  statement 
to  writing.  It  is  brief,  comparatively  speaking,  to  what  you  have 
listened  to,  and  I  desire  to  follow  it  by  reference  to  documents  and 
orders,  so  far  as  you  may  care  to  listen  to  them. 

If  the  members  of  Mr.  McAdoo's  stail  had  deliberately  planned  to 
double-cross  the  Director  General,  and  thereby  to  make  Government 
operation  so  unpopular  that  it  would  tend  to  kill  any  possible  move- 
ment toward  Government  ownership,  they  could  not  have  adopted 
any  more  effective  methods  than  those  which  actually  have  been 
adopted. 

I  do  not  think  for  an  instant  that  these  railwav  officials  have  at- 
tempted to  double-cross  Mr.  McAdoo,  for  they  are  honorable  men. 
Unquestionably  the  emergency  demands  of  the  war  were  largely  re- 
sponsible for  the  existing  situation. 

There  are  some  good  things  which  Mr.  McAdoo  and  his  associates 
have  accomplished,  that  must  be  saved  out  of  the  wreckage.  To  do 
this  intelligently  and  efficiently  will  require  several  months  of  dis- 
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cussion,  and  the  careful  drafting  of  laws  that  will  make  some  very 
important  changes  in  our  present  statutes.  During  this  interval  the 
shipper  wants  protection  against  a  business  organization  having 
powers  that  are  autocratic  and  despotic  in  character. 

In  the  midst  of  the  intensely  interesting  and  instructive  discus- 
sion which  you  have  listened  to  during  previous  days,  about  tho 
fortv  or  more  reforms  that  have  been  proposed  by  the  Intei'state 
Commerce  Conmiission  and  by  the  railway  companies,  I  desire  to 
challenge  your  attention,  if  possible,  to  a  single  proposition :  It  is  of 
paramount  importance  to  the  stability  and  progress  of  American 
industry  that  you  shall  immediately  restore  the  full  powers  of  our 
courts  and  commissions  over  the  railroads  of  the  United  States. 

This  can  be  accomplished  in  a  very  simple  manner,  by  striking 
out  a  feAv  lines  and  inserting  one  or  tw^o  sentences  in  section  10  of 
the  raih-oad-control  law.  We  are  gravely  apprehensive  whether 
we  can  command  your  attention  to  this  subject  sufficiently  to  get 
immediate  action,  when  your  whole  discussion,  up  to  the  present 
moment,  has  centered  upon  a  question  of  larger  and  more  funda- 
mental character  concerning  the  permanent  solution  of  the  trans- 
portation problem — a  question  of  vast  importance,  but  one  that  can 
not  possibly  be  settled  during  this  session  of  Congress.  Our  propo- 
sition, however,  can  be  settled  now\  And  unless  this  is  done,  the 
shippers  of  the  country  will  suffer  incalculable  injury.  We  may 
differ  on  many  things,  such  as  the  relative  functions  of  the  State  and 
Federal  Governments,  the  pooling  of  earnings,  mergers,  and  consoli- 
dations which  may  tend  to  eliminate  competition  in  service,  the  con- 
trol of  capitalization  by  the  Federal  Government,  or  by  the  State, 
etc. ;  but  I  believe  that  I  am  safe  in  saying  that  the  vast  majority 
of  the  shippers  of  the  United  States  are  united  in  urgently  pe- 
titioning for  immediate  action  on  the  proposition  wdiich  I  have 
stated. 

AVo  believe  that  all  other  discussions  might  Avell  be  temporarily 
suspended  for  a  feAv  days  so  as  to  make  possible  the  iunnediate  con- 
sideration of  this  issue.  Unless  you  decide  to  do  this,  nothing  will 
bo  accomplished  by  the  present  Congress.  For  shippers,  railway 
i-epresentatives,  State  commissioners,  labor  spokesmen,  and  reform- 
ers generally,  can  talk  for  the  next  six  months  continuously  about 
the  many  propositions  which  have  been  suggested  to  you  already 
by  the  railroad  executives  and  by  the  Interstate  Commerce  Commis- 
sion, to  say  nothing  of  those  yet  to  come.  You,  yourselves,  can  reach 
no  conclusion  on  this  fundamental  question  inside  of  six  months. 
The  transportation  problem  forced  upon  us  at  this  time  will  inevi- 
tably become  one  of  the  leading  issues,  if  not  the  greatest,  before 
the  American  people  during  the  coming  12  months.  This  subject 
will  be  discussed  from  every  conceivable  angle,  on  the  platform,  in 
the  newspapers  and  magazines,  and  in  the  halls  of  Congress. 

It  is  essential  that  this  amendment  which  we  have  suggested  shall 
be  in  effect  during  this  interval  while  you  are  considering  the  ulti- 
mate disposition  of  the  railroads;  for,  otherwise,  during  the  next 
few  months  many  sweeping,  wholesale  changes  in  rates,  i-ules,  and 
reguhitions  uoav  pending  will  be  consununated:  and  these  changes 
have  no  connection  whatsoever  with  the  war  against  the  Kaiser. 

In  the  light  of  past  experience,  we  earnestly  beg  of  you  to  accept 
tlie   word   of  no  uian    as  to  the   manner  or  the  extent   that   these 
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powers  will  be  exercised  in  the  future.  When  this  law  was  before 
you,  Congress  was  told  that  the  power  to  control  rates  during  the 
time  of  Federal  possession  ought  not  to  be  exercised  and  would  not 
be  exercised  except  in  such  cases  as  might  be  necessary  "  in  the  pub- 
lic interest."  You  were  told  that  "  It  would  be  very  unwise  for  the 
Federal  Government  to  undertake  through  the  Director  General  of 
Railroads — who  merely  represents  the  President  in  this  control — to 
pass  upon  all  the  rates  in  the  country,  either  de  novo  or  as  questions 
may  arise  concerning  them  "  (transcript  of  the  hearings  before  the 
House  committee,  p.  578).  And  yet  the  fact  remains  that  one  of 
the  first  acts  of  the  director  general  was  to  pass  upon  all  the  rates 
in  the  country,  and  at  the  present  time  the  director  general  is  pass- 
ing upon  rates  from  one  end  of  the  Nation  to  the  other,  and  making 
orders  that  will  not  affect  to  the  slightest  degree  the  successful 
prosecution  of  the  war  against  autocracy  in  Europe. 

The  temptation  was  too  great  for  a  staff  composed  almost  wholly 
of  railroad  men. 

The  Director  General  of  Railroads  has  exercised,  and  is  now  pro- 
posing to  exercise,  arbitrary,  despotic  powers,  in  defiance  of  the 
common  law  and  the  statutory  law  of  the  country. 

The  director  general  has  decided,  and  is  now  proposing  to  de- 
cide, controverted  issues  between  the  shippers  and  the  railroads  in- 
volving millions  of  dollars,  without  any  semblance  of  a  hearing  be- 
fore a  disinterested  body. 

The  director  general  is  now  considering  wholesale  disturbances 
of  rate  relationships  upon  which  business  has  been  built  up  and 
established  during  the  past  generation,  without  any  hearing  before 
a  disinterested  tribunal  before  the  new  rates  become  effective.  These 
are  strong  statements,  but  before  I  finish  my  testimony  I  shall  give 
concrete  examples  demonstrating  their  accuracy. 

All  this  has  created  uncertainty  and  confusion  amongst  the  ship- 
pers of  the  country,  which  is  intolerable. 

We  most  earnestly  petition  the  present  Congress  to  amend  section 
10  of  the  railroad-control  law  as  follows : 

First,  restore  the  suspension  powers  of  the  Interstate  Commerce 
Commission,  which  will  insure  us  a  decision  by  a  disinterested  tri- 
bunal before  any  more  sweeping  revisions  shall  become  effective; 
second,  strike  out  the  clause  which  attempts  to  make  the  orders  of 
the  President  superior  to  State  and  Federal  law  and  the  common 
law;  and,  third,  insert  a  clause  requiring  the  director  general  to 
pay  final  judgments  against  common  carriers  under  his  control, 
and  charge  the  same  to  operating  expenses,  where  so  chargeable 
prior  to  Government  operation. 

The  present  law  which  attempts  to  authorize  the  former  chair- 
man of  the  board  of  directors  of  the  Atchison,  Topeka  &  Santa  Fe 
Railway  Co.,  speaking  for  the  President,  to  repeal  statutes  which 
have  been  solemnly  enacted  by  Congress  and  by  the  several  States, 
find  to  reverse  the  decisions  of  courts  of  last  resort,  is  an  abortion. 
This  is  supposed  to  be  a  republic,  and  not  a  monarchy. 

While  we  feel  very  keenly  the  injustice  of  some  of  the  proposi- 
tions now  pending,  fairness  to  Mr.  McAdoo  and  to  the  railroad  men 
and  to  the  shippers  constituting  his  official  family  demands  that  we 
state  in  unqualified  language  that  prompt  relief  on  many  mattere 
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has  been  granted  in  a  most  estimable  and  praiseworthy  manner. 
This  entitles  them  to  very  great  credit,  and  I  would  be  the  last  one 
to  question  their  integrity,  or  their  motives,  or  their  ability.  They 
are  gentlemen  of  the  very  highest  type. 

Now,  for  illustrations :  I  stated  there  that  the  director  general  has 
disregarded  and  is  proposed  to  disregard  statutes,  State  and  Federal. 
I  want  to  give  some  concrete  illustrations  demonstrating  that  fact. 

First,  I  call  your  attention  to  General  Order  No.  57.  This  con- 
cerns the  rules  governing,  amongst  other  things,  the  payment  of 
claims  on  shipments  of  grain  throughout  the  United  States.  I 
want  to  call  your  attention  to  the  following  provision  in  that  order : 

Claims  for  loss  of  bulk  gTaln  will  be  recognized  only  where  there  is  evidence 
of  negligence  on  the  part  of  the  carriers.  Leaks  due  to  improper  coopering  of 
cars  or  placing  of  grain-door  boards  are  not  to  be  considered  as  evidence  of 
negligence  on  the  part  of  the  carrier,  and  the  following  rules  shall  apply  until 
superseded  by  others  that  may  be  adopted  as  a  result  of  investigation  and 
study  of  the  subject  now  being  carried  on  by  carriers  and  shippers  in  connec- 
tion with  the  Interstate  Commerce  Commission. 

That  committee  there  referred  to  is  a  committee  of  12  men — 6 
shippers  and  6  representatives  of  the  railroads  of  the  United  States. 
I  am  in  personal  touch  with  their  work,  as  I  am  one  of  the  6  men 
represensting  the  shippers.  They  have  been  having  a  number  of 
conferences;  they  are  not  together,  and  if  they  do  not  get  together, 
you  will  see  that  there  is  no  provision  for  superseding  this  order. 

Senator  Underwood.  Is  not  the  final  decision,  this  side  of  the 
director  general,  in  the  hands  of  Mr.  Chambers? 

Mr.  Thomas.  On  what? 

Senator  Underwood.  On  this  question  of  rates.  When  you  come 
down  to  the  final  decision,  made  after  the  recommendations  by  the 
various  boards,  does  he  not  decide,  with  an  appeal  to  the  director 
general,  what  the  rates  shall  be? 

Mr.  Thorne.  I  think  so;  I  think  he  has  practically  power  of  at- 
torney for  the  director  general. 

Senator  Underwood.  It  is  practically  in  the  hands  of  one  man  and 
not  in  the  hands  of  a  committee,  is  it  not? 

Mr.  Thorne.  What  I  was  referring  to  was  loss  and  damage  claims, 
with  which  Mr.  Chambers  has  no  connection. 

Senator  Underwood.  I  beg  your  pardon,    I  misunderstood  you. 

Mr.  Thorne.  This  committee  is  preparing  a  set  of  regulations  in 
regard  to  the  payment  of  loss  and  damage  claims,  for  recommenda- 
tion. Of  course,  they  can  not  reverse  the  law  either;  but,  in  this 
interval,  when  probably  several  millions  of  dollars  of  claims  that 
have  been  tied  up  are  going  to  be  settled  one  way  or  another,  we  have 
laid  down  by  the  director  general  a  rule  which  I  have  just  read  to 
you,  which  provides  that  loss  and  damage  claims  shall  not  be  rec- 
ognized unless  you  can  prove  negligence  on  the  part  of  the  carrier — 
a  proposition  which  .s  directly  opposed  to  the  established  common 
law  of  the  land  recognized  by  courts  of  last  resort  for  several  gen- 
erations. 

Senator  Kellogg.  They  are  not  paying  damage  claims  generally, 
are  they? 

Mr.  Thorne.  No. 

Senator  Kellogg.  That  is  what  I  thought. 
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Mr.  TnoRNE.  Now.  the  question  comes  up:  Does  the  director 
general  have  authority,  under  the  law,  to  reverse  the  common  law 
and  statutes?  Under  the  railroad-control  law,  section  10,  it  is  pro- 
vided that  carriers  while  under  Federal  control  shall  be  subject  to 
all  laws  and  liabilities  as  common  carriers,  whether  arising  under 
State  or  Federal  laws,  or  at  common  law,  except  in  so  far  as  may 
be  inconsistent  with  the  provisions  of  that  act  or  any  other  act  appli- 
cable to  such  Federal  control,  or  with  any  order  of  the  President. 
In  other  words,  the  carriers  shall  be  subject  to  the  law,  except  where 
that  law  is  in  conflict  with  orders  of  the  President. 

Now,  can  you  constitutionally  delegate  legislative  powers  to  the 
President?  Judge  Trieber,  sitting  on  the  Federal  bench  in  St. 
Louis,  passing  upon  another  one  of  the  director  general's  orders^ 
has  taken  the  position  that  in  that  case  the  delegation  of  the  legis- 
lative function  was  proper,  and  that  it  could  be  done.  Certain 
municipal  courts  in  Chicago  and  Omaha 

Senator  Pomerene  (interposing).  What  was  the  question  in  that 
case  you  referred  to? 

Mr.  Thorne.  Where  the  director  general  attempts  to  define  the 
jurisdiction  of  courts  and  provides  that  you  have  to  bring  suit 
where  the  cause  of  action  arose  or  where  the  plaintiff  lived  at  the 
time  the  action  accrued. 

Senator  Pomerene.  And  you  say  the  court  sustained  that  posi- 
tion ? 

Mr.  Thorme.  Yes,  sir.  I  want  to  refer  to  that  in  just  a  few  mo- 
ments; but  I  just  want  to  call  your  attention  to  the  brief  and  summary 
manner  in  which  Judge  Trieber  passed  upon  the  issue  of  whether 
you  could  delegate  legislative  functions  to  an  administrative  tribu- 
nal. I  have  it  here  at  some  place  on  the  table,  but  I  can  not  put 
my  hand  on  it  just  at  this  moment.  However,  this  is  what  he  said: 
That  the  contention  of  the  complainant  that  you  can  not  delegate 
legislative  functions  to  another  department  was  sufMciently  answered 
in  the  selective  draft  cases.  Certainly  it  is  familiar  to  all  of  you 
gentlemen,  that  the  principle  that  the  Supreme  Court  has  enun- 
ciated is  that  Congress  can  lay  down  a  law  and  then  delegate  the 
practical  application  of  that  law  to  an  administrative  tribunal:  but 
the  Supreme  Court  has  never  said  that  you  could  authorize  an  ad- 
ministrative tribunal  to  reverse  the  law,  to  revei'se  the  acts  of  Con- 
gress, and  to  overturn  the  common  law. 

This  General  Order  No.  57  further  provides  that  the  result  of 
hammer  testing  will  not  be  accepted  as  proof  of  loss. 

Now,  you  know  that  a  car  that  is  stationary  is  not  jarred,  and 
consequently  a  leak  might  not  be  apparent  which  would  be  ap- 
parent if  the  car  were  in  motion  over  a  rough  roadbed.  Conse- 
quently, when  the  car  reaches  the  terminal  you  can  not  tell  whether 
there  is  a  leak  or  not.  Therefore,  they  have  used  in  Chicago  and 
St.  Louis  what  is  called  the  "  hauuner  test."  They  have  used  it  in 
St.  Louis  for  years,  and  the  scale  expert  at  Chicago  has  devised  a 
hard-rubber  mallet,  I  believe,  of  some  character,  for  the  purpose  of 
going  to  certain  parts  of  the  car  where  he  thinks  there  is  a  leak,  pos- 
sibly, and  finding  out  if  there  is  a  leak  by  hammering  it.  Now,  I  am 
not  going  into  the  merits  of  that  test;  I  do  not  want  you  to  attempt 
to  decide  whether  it  is  a  proper  test  or  not:  but  what  business  has 
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the  director  general  to  state  what  shall  be  accepted  or  what  shall 
not  be  accepted  as  proof  of  loss? 

Senator  Pomerene.  Do  yon  mean  proof  of  loss  or  proof  of  negli- 
gence? 

Mr.  Thorne.  It  says  "  proof  of  loss."  The  clause  that  I  read 
was  "  the  result  of  hammer  testing  will  not  be  accepted  as  proof  of 
loss." 

Senator  Cum:\iixs.  That  is  loss  of  grain? 

Mr.  Thorne.  Yes,  sir.  Further,  this  General  Order  No.  57  pro- 
vides that  leaks  over  or  through  grain  doors  and  other  leaks  due  to 
improper  coopering  by  shipper  will  not  be  considered  defects  for 
which  the  carrier  is  responsible.  NoWj  has  he  the  right  to  say,  or  to 
lay  down  the  law,  that  this  kind  of  claim,  due  to  leaks  through  grain 
doors,  where  the  shipper  has  attempted  to  help  out  and  to  make  the 
car  a  little  better  than  the  railroad  tendered  it  to  him,  shall  not  be 
considered  as  a  basis  for  settlement?  Again,  he  attempts  to  put  the 
responsibility  on  the  shipper  legally. 

Senator  Cummins.  Let  me  see  if  I  understand  you.  I  have  not  seen 
that  order.  Do  I  understand,  from  your  statement,  that  if  40  tons  of 
wheat  left  Minneapolis  in  transit  to  New  York,  and  when  it  arrived 
at  its  destination  there  were  only  20  tons  in  there,  the  burden  would 
still  be  upon  the  shipper  or  the  consignee  to  establish  the  fact  that 
there  were  leaks  in  the  car? 

Mr.  Thorne.  Yes ;  and  if  he  did  prove  that  there  were  leaks  in  the 
car,  if  they  were  the  result  of  the  shipper's  failure  to  properly  repair 
the  car,  he  could  not  recover  for  the  loss. 

Senator  Cu]\r:\iiNS.  I  am  aslring  now,  understand  me,  for  the  posi- 
tion of  the  Railroad  Administration. 
Mr.  Thorne.  I  am  stating  it. 
Senator  Cummins.  Very  well. 

Mr.  Thorne.  And  further,  even  though  there  is  a  loss  demonstrable 
and  accepted,  you  can  not  recover  unless  you  can  establish  that  the 
railroad  Mas  negligent;  and  the  burden  is  on  the  shipper  to  prove  the 
negligence.    I  will  read  you  that  clause.    It  is  very  positive. 

Senator  Cummins.  Well,  in  a  negligence  case  the  burden  is  always 
on  the  complainant  to  prove  the  negligence,  but  that  may  be  proved 
by  certain  circumstantial  evidence  as  well  as  by  certain  direct  evi- 
dence. 

Mr.  Thorne.  If  you  prove  loss,  you  are  not  obliged  to  prove  negli- 
gence, the  rule  of  the  law  being  this — and  it  is  so  well  established 
that  I  do  not  know  of  a  conflicting  decision  anywhere,  either  State 
or  Federal — that  in  the  case  of  the  transportation  of  goods  the  con- 
signor does  not  have  an  opportunity  to  watch  the  goods  in  transit 
and  to  know  where  the  negligence  occurs,  and,  therefore,  does  not 
have  to  prove  the  negligence. 

Senator  Cummins.  Oh,  I  know  of  that  principle. 
Mr.  Thorne.  Hutchinson  on  Carriers,  third  edition,  pages  3  and  4, 
has  very  accurately  stated  that. 

Senator  Cummins.  Oh.  there  is  no  question  about  that  being  the 
law  of  the  land. 

Senator  Pomerene.  Oh,  no. 

Mr.  Thorne.  But  here  is  an  attempt  to  simply  reverse  that  law  by 
a  fiat  of  the  director  general,  without  any  opportunity  being  given  to 
anybody  to  present  a  brief  or  argument  against  it. 


624         EXTENSION   OF  GOVERNMENT  CONTROL  OF  RAILROADS. 

Senator  Pomerene.  When  was  that  order  issued? 

Mr.  Thorne.  November  26,  1918. 

Senator  Cummins.  I  suppose  that  the  President  or  the  director 
general  could  as  well  say  that  there  should  not  be  any  liability  at  all 
for  any  loss. 

Mr.  Thorne.  That  was  after  the  armistice. 

Senator  Poisierene.  Does  any  lawyer  down  there  acknowledge  the 
paternity  of  that  order? 

Mr.  Thorne.  I  would  not  want  to  say  that.  Mr.  J.  H.  Howard,  I 
think,  framed  the  order.  He  was  formerly  claim  agent,  I  believe,  for 
the  Chicago  &  Alton  Kailway. 

Senator  Kellogg.  Before  you  leave  that  subject,  I  want  to  say  that 
I  have  received  a  good  many  complaints  that  during  the  Federal 
administration  of  the  railroads  they  have  not  paid  loss  and  damage 
claims  as  the  railroads  previously  had  paid,  and  that  large  numbers 
of  these  claims  have  piled  up.  and  that  they  are  refusing  to  pay  them 
or  to  adjust  them.  I  do  not  know,  of  course,  whether  that  is  true  or 
not,  except  that  these  complaints  have  been  coming  in.  Can  you  give 
us  any  information  as  to  that? 

Mr.  Thorne.  I  can  not  give  you  anything  that  is  reliable,  although 
I  know  that  scores  of  shippers  have  spoken  to  me  and  written  to  me 
that  they  are  unable  to  make  any  settlement  of  loss  and  damage 
claims. 

Senator  Kellogg.  I  happen  to  know  of  a  few  oases  personally. 

Senator  Pomerene.  I  know  of  a  case  of  this  kind  where  the  suit  was 
brought  against  a  street  railwa}^  company,  but  the  accident  was  due 
to  joint  negligence  on  the  part  of  the  street  railway  company  and  the 
Pennsylvania  Railroad,  and  the  railroad  company  is  quite  willing  to 
settle  and  would  be  willing  to  pay  its  equitable  proportion  of  that 
loss,  but  the  railroad  director  down  here  declines  to  allow  the  Penn- 
sylvania Railroad  to  pay  any  of  it,  and  the  result  will  be  to.  very  seri- 
ously embarrass  the  street  railway  company. 

Mr.  Thorne.  We  sent  in  protests  in  regard  to  this  order  on  behalf 
of  our  associations,  and  Monday,  I  think  it  was,  of  this  week  we  had 
a  conference  with  a  gentleman  connected  with  the  Railroad  Admin- 
istration, at  which  we  suggested  four  amendments  to  the  order,  pend- 
ing the  conclusion  of  the  negotiations  of  our  joint  committee,  which 
will  arrive  at  a  decision,  one  way  or  the  other  within  60  days.  In  the 
meantime  this  order  remains  effective.  We  are  to  have  an  answer  to 
our  proposition  in  10  days.  I  just  give  you  that  as  an  illustration  of 
w^hat  is  possible,  and  what  is  now  in  effect.  I  have  in  my  hand  here 
another  document. 

Senator  Cummins.  Mr.  Thorne,  you  object  to  the  power  remaining 
with  any  administration  to  set  aside  the  law  in  those  respects  ? 

Mr.  Thorne.  Absolutely. 

Senator  Cummins.  You  would  not  be  satisfied  with  an  amended 
order  ? 

Mr.  Thorne.  Not  at  all. 

Senator  Cummins.  You  object  to  the  power,  as  every  man  ought 
to  do. 

Mr.  Thorne.  An  amended  order  would  be  temporary,  and  the  same 
power  might  be  used  to  make  other  orders.  For  instance.  I  have 
another  order  here  prepared  by  the  same  gentleman.  This  has  been 
given  to  me  confidentially  by  a  gentleman  connected  with  the  Rail- 
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road  Administration,  and  I  can  not  offer  it  in  evidence.  I  can  merely 
say  that  it  also  attempts  to  reverse  the  hiw "  established  by  scores  of 
decisions  of  courts  of  last  resort.  I  think  it  might  be  well  to  put  this 
General  Order  No.  57  into  the  record. 

Senator  Pomerene.  It  may  be  inserted. 

Senator  Cumsiins.  Yes ;  there  are  a  good  many  of  them  that  I  want 
to  go  in. 

Senator  Potmerexe.  Do  you  have  a  list  of  them  with  you? 

Senator  Cummins.  I  have  downstairs.  There  was  a  most  extraor- 
dinary order  that  had  to  do  with  the  venue  of  suits  or  the  jurisdic- 
tion of  courts. 

Mr.  Thorne.  I  am  going  to  get  to  that. 

(General  Order  No.  57  of  the  United  States  Railroad  Administra- 
tion is  here  printed  in  full,  as  follows:) 

General  Order  No.  57. 

United  States  Railroad  Administration, 

Washington,  November  26,  1918. 
'  Rules  p;overiung  the  inspection,  selection,  and  coopering  or  rejection  of  cars 
for  bulk  grain  loading,  the  recording  of  loss  of  grain  from  car  by  leakage  (if 
any)  during  transit,  and  the  disposition  of  claims  for  loss  and  damage  of  grain : 

Claims  on  grain  shipped  in  bulk  constitute  a  large  proportion  of  loss  and 
damage  claims.  Some  of  the  widely  varying  practices  of  both  shippers  and 
carriers  with  respect  thereto  are  of  doubtful  propriety,  and  in  many  cases 
result  in  undue  preference  and  unjust  discrimination. 

This  condition  may  be  attributed  largely  to  the  great  number  of  intricate 
factors  entering  into  the  grain  business ;  the  condition  of  scales  and  weighing 
practices,  which,  in  many  instances,  result  in  weights  of  doubtful  accuracy. 
Grain  in  bulk  is  sometimes  loaded  at  large  terminal  elevators  where  so-called 
official  weights  are  obtained ;  in  other  instances  at  country  elevators  where 
weights  are  obtained  on  small  scales  in  many  drafts ;  and  in  other  instances 
where  scale  weights  are  not  used  but  loading  weights  obtained  on  measure- 
ment basis ;  and  at  some  points  where  no  elevators  are  located  grain  is  weighed 
over  wagon  scales,  loaded  into  cars,  and  the  sum  of  the  wagon  scale  weights 
used  to  represent  the  amount  shipped. 

Destination  weights  are  arrived  at  in  as  many  different  ways  as  the  load- 
ing weights,  but,  as  a  general  rule,  the  bulk  of  the  grain  shipped  is  destined  to 
terminal  markets  where  official  weights  are  secured,  and  the  differences  between 
these  loading  and  destination  weights  constitute  the  basis  of  claims,  although 
losses  resulting  from  the  taking  of  samples  for  inspection  purposes  and  the 
failure  of  consignee  to  unload  all  the  grain  and  other  wastage,  over  which  the 
railroad  has  no  control,  are  not  taken  into  consideration  or  accounted  for. 

In  view  of  the  foregoing,  there  is  no  good  reason  why  carriers  should 
assume  responsibility  for  claims,  the  basis  of  which  is  solely  the  difference  be- 
tween these  loading  and  out-turn  weights. 

Therefore,  claims  for  loss  of  bulk  grain  will  be  recognized  only  where  there 
is  evidence  of  negligence  on  the  part  of  the  carriers.  Leaks  due  to  improper 
coopering  of  cars  or  placing  of  grain  door  boards  are  not  to  be  considered  as 
evidence  of  negligence  on  the  part  of  the  carrier,  and  the  following  rules  shall 
apply  until  superseded  by  others  that  may  be  adopted  as  a  result  of  investiga- 
tion and  study  of  the  subject  now  being  carried  on  by  carriers  and  shippers  in 
connection  with  the  Interstate  Commerce  Commission. 

At  the  present  time  there  is  lack  of  uniformity  in  the  disposition  of  grain 
claims.  One  purpose  of  these  rules  is  to  clear  up  this  present  situation  and 
dispose  of  promptly  such  claims  as  come  within  these  regulations. 

RULE  1.  selection  OF  CARS  FOR  LOADING. 

Suitable  cars  will  be  furnished  for  bulk  grain  loading.     (See  Definition.) 
Definition. — A  suitable  car  for  bulk  grain  loading  is  one  that  is  grain  tight 
and  fit  or  can  be  made  so  by  the  shipper  at  time  and  place  of  loading  by  ordi- 
nary and  proper  care  in  use  of  cooperage  material  and  by  a  reasonable  amount 
of  cleaning. 
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RULE  2.  REJECTION  BY  SHIPPER. 

While  carriers  are  expected  to  furnish  suitable  equipment,  it  is  the  duty  of 
the  shipper  to  reject  a  car  which  is  unfit  for  the  loading  intended. 

Shippers  should  not  load  bulk  grain  in  a  car  with  door  post  shattereci  or 
broken,  or  with  other  defects  of  such  character  as  to  render  car  obviously  unfit, 
or  with  inside  showing  the  presence  of  oil,  creosote,  fertilizer,  manure,  coal,  or 
other  damaging  substances  of  like  or  kindred  character. 

RUU:    3.    COOPERAGE. 

Grain  doors,  or  grain  door  lumber  of  proper  quality  and  dimensions  will  be 
furnished  by  the  carrier  and  installed  by  the  shipper  to  cooper  side  and  end 
doors  and  other  openings  of  cars  used  for  bulk  grain  loading. 

Note  1. — Carrier's  agent  at  loading  station  will  ascertain  the  number  of 
temporary  sectional  grain  doors,  or  the  number  of  feet  (board  measure)  of 
grain  door  lumber  used  to  cooper  the  car  and  the  approximate  weight  thereof, 
and  note  same  on  waybill. 

Note  2. — Should  the  carrier's  supply  of  grain  door  material  run  short,  local 
agent  will  promptly  notify  his  superintendent,  who  will  immediately  send  the 
required  material  or  authorize  local  agent  to  purchase  a  supply  to  take  care 
of  the  emergency. 

Note  3.  Shippers  or  consignees  must  not  appropriate  carriers'  grain  doors  or 
grain  door  material,  neither  shall  they  use  the  same  without  specific  authority 
from  the  carrier. 

Accessories  such  as  nails,  paper,  cheesecloth,  burlap,  or  similar  material  for 
calking  or  lining  cars,  required  to  prevent  loss  of  grain  by  leakage,  shall  be 
supplied  by  the  carrier  and  applied  by  the  shipper  or  at  his  expense. 

RULE    4. — CONSIGNOR,    C0NSI6"NEE,    OR    OWNER    REQUIRED    TO    LOAD    AND    UNLOAD 

CARLOAD   FREIGHT. 

Except  as  otherwise  provided  by  tariff,  owners  are  required  to  load  into  or 
on  cars  grain  carried  at  cai'load  ratings,  and  consignee  or  owner  is  required 
to  unload  the  car,  which  includes  the  removal  of  entire  contents,  including 
sweeping  the  car.  Loading  includes  adequate  securing  of  the  load  in  or  on  car ; 
also  proper  distribution  of  the  weight  in  the  car  by  trimming  or  leveling. 

RULE    5. — SHIPPING    WEIGHTS. 

Where  shipper  weighs  the  grain  for  shipment  he  shall  furnish  the  carrier 
with  a  statement  of  the  car  initials  and  number,  the  total  scale  weight,  the  type 
and  house  number  of  the  scale  used,  the  number  of  drafts  and  weight  of  each 
draft  weighed,  the  date  and  time  of  weighing,  and  state  whether  official  board 
of  trade,  grain  exchange.  State  or  other  properly  supervised  shipping  weights ; 
also  state  number  and  approximate  weight  of  grain  doors  used.  This  infor- 
mation shall  be  furnished  as  soon  as  practicable,  forwarding  of  car  not  to  be 
delayed  for  this  record. 

RULE   6. — DESTINATION   WEIGHTS. 

Consignee  shall  furnish  the  carrier  with  a  statement  of  the  car  initials  and 
number,  the  total  scale  weight,  the  type  and  house  number  of  the  scale  used, 
the  number  of  drafts  and  weight  of  each  draft  weighed,  and  date  and  time  of 
weighing,  and  state  whether  official  board  of  trade,  grain  exchange.  State  or 
other  properly  supervised  unloading  weight. 

RULE    7. — LEAKAGE   OR  DAMAGE  RECORD. 

If  damage  to  or  leakage  of  grain  is  detected  while  in  carrier's  possession, 
the  necessary  repairs  must  be  made  to  prevent  further  loss  or  damage  and  a 
complete  record  made  thereof.  In  case  of  a  disputed  claim  the  records  of  both 
carrier  and  claimant  on  said  car  shall  be  made  available  to  both  parties. 

If  shipper,  consignee,  owner,  or  his  or  their  representative  should  discover 
leakage  of  grain  from  car,  he  must  immediately  report  the  facts  to  carrier 
and  afford  reasonable  opportunity  for  verification. 

The  result  of  hammer  testing  will  not  be  accepted  as  proof  of  loss. 
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RULE  8. — CLAIMS  ON  CLEAR  AND  DEFECTIVE  RECORD  CARS. 

(o)  Clear  record  cars:  If,  after  thorough  investigation  by  the  carrier,  no 
defect  in  equipment  or  seal  record  is  discovered,  such  record  sliall  be  con- 
sidered to  show  that  the  carrier  has  delivered  all  of  the  grain  that  was  loaded 
into  the  car.  If  evidence  is  produced  by  the  claimant  indicating  a  defective 
record,  such  evidence  shall  be  investigated  and  given  due  consideration. 

(b)  Defective  record  cars:  Where  investigation  discloses  defect  in  equip- 
ment, seal  or  seal  record,  or  a  transfer  in  transit  by  the  carrier  of  a  car  of 
grain  upon  which  there  is  a  difference  between  the  loading  and  unloading 
weights,  and  the  shipper  furnishes  duly  attested  certificates  showing  correct- 
ness of  weights,  and  the  carrier  can  find  no  defect  in  scale  or  other  facilities 
and  no  error  at  points  of  origin  or  destination,  then  the  resulting  claims  will 
be  adjusted  subject  to  a  deduction  of  one-eighth  of  1  per  cent  of  the  established 
loading  weight  as  representing  invisible  loss  and  wastage. 

Note. — Transfer  in  transit  as  referred  to  in  section  b  of  this  rule  is  a 
transfer  for  which  the  railroad  is  responsible  and  not  a  transfer  because  of  a 
trade  rule,  governmental  requirement,  or  because  of  orders  of  consignor,  con- 
signee, owner,  or  their  representative. 

(c)  Leaks  over  or  through  grain  doors  and  other  leaks  due  to  improper 
coopering  by  shipper  shall  not  be  considered  defects  for  which  the  carrier  is 
responsible. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Mr.  Thorne.  I  have  here  an  instruction  sent  out  by  the  legal  de- 
partment of  the  Railroad  Administration. 

Senator  Townsend.  May  I  ask  you.  Mr.  Thorne,  to  allow  me  to 
insert  here  a  letter  from  the  Watson-Higgins  Milling  Co.,  of  Grand 
Rapids,  Mich.,  addressed  to  Mr.  Charles  A.  Prouty,  director  of  pub- 
lic service  and  accounting  of  the  Railroad  Administration  on  this 
same  subject  of  general  order  No.  57? 

Mr.  Thorne.  Very  well,  Senator, 

Senator  Townsend.  He  sets  forth  some  additional  reasons,  it  seems 
to  me,  and  it  brings  it  out  very  clearh\  and  I  would  be  very  glad  to 
have  it  inserted. 

Mr.  Thorne.  I  will  be  very  glad  to  have  you  do  so. 

(The  letter  above  referred  to  appears  in  full  below,  as  follows:) 

Watson-Higgtns  Milling  Co., 
Grand  Rapids,  Mich.,  Januanj  21,  1919. 
Mr.  Charles  A.  Prouty, 

Director  Public  Service  and  Accounting, 

Washington,  D.  0. 

Dear  Sir:  U.  S.  R.  A.  General  i^rder  No.  .37  has  recently  been  called  to  our 
attention.  After  reading  over  this  order  very  carefully  we  were  somewhat  sur- 
prised to  note  that  the  administi'ation  is  placing  a  great  burden  upon  the  shoul- 
ders of  grain  men  thi'onghout  the  country.  In  other  words,  it  expects  the  grain 
men  of  the  country  to  pay  their  own  losses  on  grain  tendered  the  railroads  and 
on  which  they  receive  a  fair  rate  of  compensation. 

In  this  order  the  administration  has  asked  the  railroads  to  not  pay  claims 
for  leakage  caused  by  defective  equipment  or  Improper  grain  dooring  of  cars. 
In  other  words,  shippers  must  rake  the  responsibility  upon  themselves  of 
O.  K.ing  their  own  grain  cars,  and  al.so  must  stand  the  inconvenience  of  waiting 
an  indefinite  length  of  time  for  cars  to  take  the  place  of  those  which  are  not  fit 
for  loading  grain  and  which  must  necessarily  be  rejected  or  else  be  put  in 
proper  condition  by  the  grain  men  themselves. 

As  we  understand.  F'ederal  and  State  laws  provide  that  railroads  shall  receive 
such  revenue  for  their  services  as  will  enable  them  to  pay  loss  or  damage  claims. 
This  being  the  case,  we  are  at  a  loss  to  understand  why  the  grain  men  of  the 
country  should  be  asked  to  pay  a  further  revenue  to  cover  this  deficienc.v. 

As  for  selection  of  cars  for  loading  of  grain,  we  believe  it  is  entin^ly  a  matter 
for  the  carriers  to  decide  whether  the  car  is  ))roper  for  such  a  purpose  or  not. 
You  will  also  note  that  in  some  of  the  larger  terminals  coopering  of  cars  is 


628         EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS. 

taken  care  of  by  railroad  employees,  who  not  only  cooper  cars  but  also  seal 
them. 

It  appears  that  the  administration  is  trying  to  punish  the  innocent  as  well  as 
the  guilty  in  allowing  this  order  to  be  made.  We  personally  feel  that  where  the 
joint  rate  and  inspection  bureau  has  supervision,  that  loss  or  damage  between 
two  such  given  points  should  be  borne  by  the  carriers. 

We  intend  to  use  all  the  pressure  possible  to  have  this  order  rescinded  or 
suspended,  until  such  time  as  proper  investigation  can  be  made  to  find  out  as 
to  whether  this  order  is  justifiable. 

We  might  mention  that  we  have  taken  the  matter  up  with  Mr.  W.  D.  Hines, 
Director  General  of  Railroads,  and  we  further  intend  to  take  the  matter  up 
with  our  Senator  and  Representative  of  this  district,  and  would  ask  that  you 
favor  us  by  using  your  influence  to  have  this  order  rescinded  or  suspended,  as 
above  outlined.  Thanking  you  for  your  kind  attention,  we  are 
Yours,  very  truly, 

Watson-Higgins  Milling  Co., 

Cash  Grain  Department. 

Senator  Pomerene.  There  is  an  expression  in  there  about 
"  O.  K.ing  their  own  grain  cars."  Does  that  mean  cars  owned  by  the 
shippers  ? 

Senator  Townsend.  No;  it  means  that  the  shipper  must  O.  K. 
the  raih^oad  car  and  be  responsible  for  whatever  loss  or  damage 
may  occur.  The  car  may,  in  their  judgment,  be  perfectly  proper 
to  start  with,  so  far  as  they  know,  and  all  of  these  incidents  of 
travel  or  transportation  may  result  in  such  damage  as  to  be  very 
serious  to  the  shipper. 

Mr.  Thorne.  The  rule  about  O.  K.ing,  which  I  think  the  writer 
referred  to,  is  as  follows : 

While  carriers  are  expected  to  furnish  suitable  equipment,  it  is  the  duty 
of  the  shipper  to  reject  a  car  which  is  unfit  for  the  loading  intended. 

The  courts  have  held  that  if  the  shipper  takes  a  car  which  is  un- 
fit for  loading,  even  though  he  may  do  it  laiowingly,  he  is  not  thereby 
shifting  the  liability,  and  I  can  file  citations  to  that  effect,  if  anyone 
desires  them.    There  is  no  case  to  the  contrary  that  I  can  find. 

Now,  here  is  an  instruction  which  was  issued  by  Mr.  John  Barton 
Payne,  general  counsel  of  the  Railroad  Administration,  the  closing 
paragraph  of  which  is  as  follows : 

Pleose  require  the  claim  agents  of  the  several  roads  to  hold  meetings  and 
discuss  these  and  other  helpful  suggestions  to  the  end  that  uniformity  and 
definite  cooperation  between  the  several  roads  be  brought  about.  It  is  be- 
lieved that  claims  may  be  more  efficiently  handled ;  that  uniformity  may  be 
estnlilished,  and  that  steps  may  likewise  be  taken  to  prevent  claims  arising. 
Your  traffic  people  should  also  be  brought  in  touch  so  tliat  all  helpful  coopera- 
tion may  be  had  to  prevent  claims  arising. 

In  this  instruction  the  general  counsel  quotes  from  that  instruc- 
tions issued  by  what  he  styles  "  one  of  the  best  claim  agents,"  in 
which  occurs  the  following : 

It  is  the  practice  to  put  in  a  claim  for  alleged  shrinkage,  bad  appearance, 
and  loss  due  to  decline  in  market,  even  though  the  stock  arrives  on  the  day 
it  is  expected  to  arrive,  and  it  may  not  be  more  than  two  hours  behind  the 
regular  schedule.  In  other  words,  the  carrier  is  expected  to  maintain  scliodulc 
time,  if  there  is  such  a  thing,  on  every  shipment.  I  believe  it  is  well  known 
that  the  shrinkage  is  normal,  so  far  as  any  loss  of  flesh  is  concerned,  in  a 
period  of  24  or  48  hours  additional  time  on  the  train,  and,  furthermore,  we 
are  expected  to  pay  for  shrinkage  if  the  cattle  or  hogs  do  not  arrive  in  time 
to  get  a  fill  of  water  before  sale.  In  other  words,  we  are  expected  to  pay 
for  the  water  that  the  cattle  would  drink  after  they  arrived  at  the  market, 
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providing  they  do  not  get  it.  If  live  stock  arrives  at  its  destination,  or  the 
market  on  the  day  it  is  due  to  arrive,  the  carrier  should  not  pay  lie  claims, 
and  the  practice  should  be  uniform  as  to  all  carriers  under  Federal  control. 

In  other  words,  you  miss  a  market,  and  the  decline  means  so  many 
hundreds  of  dollars  to  you  on  your  load  of  cattle  or  hogs,  which 
has  laid  over  for  20  hours,  and,  notwithstanding  what  the  courts 
and  juries  have  been  awarding  in  the  past,  that  is  to  be  reversed. 

Now,  that  is  an  "  instruction,"  and  has  not  been  made  an  order, 
and  I  do  not  know,  but  perhaps  that  instruction  has  been  with- 
drawn.   Possibly,  Mr.  Luther  Walter  will  know? 

Mr.  Luther  Walter.  I  do  not  know  that  it  was  withdrawn  while 
I  was  with  the  administration. 

Mr.  Thoris^e.  Mr.  Walter  only  resigned  from  the  administration 
within  30  days,  was  it  not? 

Mr.  Luther  AValter.  December  9. 

Mr.  Thorne.  The  director  general  is  going  to  prepare  a  set  of 
specifications  and  rules  and  regulations  affecting  loss  and  damage 
claims,  and  he  is  going  to  appoint  a  joint  committee  to  draft  them. 

I  have  here  another  communication  from  Mr.  John  Barton  Payne, 
general  counsel  to  the  three  regional  directors,  Smith,  Markham,  and 
Aishton,  in  which  he  refers  to  the  payment  of  verdicts.    It  says : 

It  is  the  desire  of  the  director  j?eneral  that  justice  shall  be  done  to  all  em- 
ployees who  are  injured  in  the  discharge  of  their  duties.  This  does  not  mean 
that  verdicts  based  upon  prejudice  or  passion  shall  be  paid  or  that  large  sums 
shall  be  paid  by  the  Government  to  attorneys  and  solicitors  who  have  no  claim 
upon  the  Government. 

Senator  Townsend.  To  Avhom  was  that  letter  directed? 

Mr.  TH0R^'E.  To  the  three  regional  directors. 

Senator  Town  send.  Who  have  power  to  pay  those  claims? 

Mr.  Thorne.  And  general  charge  of  the  roads.  I  call  your  atten- 
tion next  to  General  Order  No.  15,  which  was  issued  on  March  26, 
1918,  and  which  was  amended  December  5,  1918.  During  that  in- 
terim of  eight  or  nine  months  the  following  clause  was  in  effect : 

Generally  speaking,  an  industry  shall  pay  for  and  maintain  (although  in 
special  cases  the  railroad  company  may  do  so),  and  the  railroad  company  shall 
own,  that  part  of  the  track  on  the  right  of  way  from  the  clearance  point  to  the 
right  of  way  line. 

Now,  mark  you  the  language,  leaving  out  the  parenthetical  clause : 

Generally  speaking,  an  industry  shall  pay  for  and  maintain,  and  the  railroad 
company  shall  own,  that  part  of  the  track  on  the  right  of  way  from  the 
clearance  point  to  the  right  of  way  line. 

We  filed  protests  against  that,  of  course. 

Senator  Pomerene.  Does  that  refer  to  switches  that  run  into  pri- 
vate plants? 

Mr.  Thorne.  Industry  tracks.  One  of  the  departments  of  the  staff 
of  the  director  general  very  promptly  took  the  position  that  that  was 
not  correct,  and  after  eight  or  nine  months  it  was  revised.  The  re- 
vision is  Supplement  No.  1  to  General  Order  No.  15,  effective  De- 
cember 5,  1918. 

Senator  Pomekene.  I  think  both  of  those  should  be  inserted  in  the 
record. 

Senator  Cummins.  Yes. 
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((ieneral  Order  No.  IT)  and  Suppleiiieiit  Xo.  1  thereto  are  printed 
in  full,  as  follows:) 

gkneral  order  no.  1.5. 

United  States  Railroad  Admixistkatiox, 

Office  of  the  Director  General. 

Washington,   March   26,    1918. 
The  following  requireiueuts  imist  l>e  observed  in  respect  of  the  construction, 
maintenance,  and  operation  of  new  industry  tracks,  and  in  respect  of  the  opera- 
tion and  maintenance  of  existing  industry  tracks : 

1.  As  to  new  industry  tracks : 

(a)  The  industry  sliall  pay  for.  own,  and  maintain  that  part  of  the  track 
beyond  the  right  of  way  of  the  railroad  company. 

(6)  The  railroad  company  shall  pay  for.  own.  and  maintain  tliat  part  of  the 
track  on  the  right  of  way  from  the  switch  point  to  tlie  clearance  point. 

(c)  Generally  speaking,  an  indu.stry  shall  pay  for  and  maintain  (although 
in  special  cases  the  railroad  company  may  do  so),  and  the  railroad  company 
shall  own,  that  part  of  the  track  on  the  right  of  way  from  tlie  clearance  point 
to  the  right  of  way  line. 

(d)  If  the  industry  fails  to  maintain  in  reasonably  safe  condition  the  part 
of  tlie  track  which  it  is  required  to  maintain  the  railroad  company  may  dis- 
connect the  track  or  refuse  to  operate  over  it  when  not  in  such  condition. 

(e)  The  railroad  company  shall  have  the  right  to  use  the  track  when  not  to 
the  detriment  of  the  industry. 

(/)  The  foregoing  terms  and  conditions  should  be  embodied  in  a  written  con- 
tract between  the  industry  and  the  railroad  company. 

2.  Where  existing  industry  tracks  are  not  covered  by  written  contracts  they 
shall  be  maintained  and  operated  in  accordance  with  the  provisions  stated  In 
paragraph  1  hereof. 

3.  Where  industry  tracks  are  covered  by  written  contracts  such  contracts 
shall  be  adhered  to  until  otherwise  ordered;  but  where  any  .such  contracts 
appear  to  work  inequalities  or  injustice  the  circumstances  should  be  brought 
to  tlie  attention  of  the  regional  director,  who  will  report  thereon  to  the  director 
general,  if  conditions  seem  to  warrant. 

4.  The  requirements  of  State  .statutes  and  of  State  commissions  in  respect 
of  the  construction,  maintenance,  and  operation  of  industry  tracks  shall  be 
complied  with,  but  in  cases  where  such  compliance  involves  what  appears  to  be 
an  unreasonable  burden  upon  the  United  States  Railroad  Administration  the- 
circumstances  should  be  brought  to  the  attention  of  the  regional  director,  who 
will  report  thereon  to  the  director  general,  if  the  conditions  seem  to  warrant. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 


supplement  no.  1  to  oener.vl  order  no.  l."i. 

United  States  R.vilroad  Admini.stration. 

M'asJiinfitotK  Dccciiihrr  ■'>.   /.''/.S. 

General  Order  No.  1."),  dated  March  120.  191S.  is  hereby  sujipleinenli'd  as 
follows : 

1.  Genei'al  Order  No.  1-3  is  not  to  bo  construed  as  re((uiring  oi-  authorizing 
Federal  manager  to  enter  into  a  contract  on  behalf  of  tlie  director  general  to 
pay  for  that  part  of  an  industry  track  on  the  right  of  way  from  the  switch 
point  to  the  clearance  point  where,  in  the  .iudgnient  of  the  I'^ederal  manager. 
the  amount  of  trafiic  to  be  derived  by  the  United  States  Itailroad  .Vdniinistra- 
tioii  from  the  construction  of  the  industry  track  is  not  suHicient  to  .instil'y 
such  expenditure.  In  cases  where,  in  the  judgment  of  the  Federal  manager, 
the  circum.stances  justify  the  construction  of  an  industry  track,  but  the  amount 
of  revenue  to  be  derived  therefrom  by  the  Ignited  States  Railroad  .Vdniiuisti-a- 
tion  does  not  justify  the  payment  by  the  director  geneval  of  the  co.st  of  that 
part  of  the  track  on  the  right  of  way  from  the  switch  point  to  the  clearance 
point,  an  agreement  may  be  made,  otherwise  in  accordance  with  General  Order 
No.  15,  but  providing  for  the  payment  of  the  entire  cost  of  the  tr.-ick  by  the 
shipper  with  a  provision  tVn-  refund  up  to,  l)ut  not  exceeding,  the  cost  of  ,thi> 
part  of  the  track  from  the  switch  point  to  the  ch'arance  point,  at  the  rate  of 


EXTENSION   OF   GOVERNMENT  CONTROL   OF   RAILROADS.         631 

$2  Iter  oar  of  fjirloiui  freight  yielding  road  haul  iwciuie,  tlolivercd  on  or  sliii)iK'(l 
from  the  track  duriiif;'  Federal  control. 

2.  Track  niateriiil  contained  in  that  jiortion  of  an  industry  track  on  the  rail- 
road rijiht  of  way  winch  was  installed  and  paid  for  by  the  industry  durinj,' 
Federal  control  shall  remain  the  property  of  the  industry,  except  to  the  extent 
that  refund  of  the  cost  thereof  shall  have  been  made  by  the  railroad  or  the 
director  seneral,  but  such  ownership  shall  be  subject  to  the  ri^ht  of  the  rail- 
road to  use  the  track  when  not  to  the  detriment  of  the  industry. 

3.  Upon  the  discontinuance  of  use  of  an  industry  track  for  the  purjjoses  of 
the  industry,  the  industry  shall  have  the  risht  to  have  the  track  material  on 
the  right  of  way  which  was  paid  for  by  the  industry  durins  Federal  control 
taken  up  and  delivered  to  the  industry,  except  to  the  extent  that  the  cost  of 
such  track  material  shall  have  been  refunded  to  the  industry  by  the  railroad 
or  the  director  general.  The  work  of  taking  up  the  track  shall  be  done,  if  the 
Federal  manager  shall  so  desire,  by  the  forces  of  the  Federal  manager,  but  in 
anv  event  at  the  expense  of  the  industry. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Senator  To wx send.  Do  you  know  whether  any  titles  passed  to  the 
raih'oads  under  that  order? 

Mr.  Thorne,  I  have  no  concrete  ilhistrations,  but  I  can  give  you 
the  names  of  parties,  if  you  require  them,  where  certain  railroads  re- 
quested certain  oil  refiners  to  pay  to  them  the  cost  of  tracks  that  had 
been  built  years  aiio,  which  were  covered  by  that  clause.  I  do  not 
think  they  ever  paid  them,  but  I  do  not  know  what  has  happened  in 
hundreds  and  hundreds  of  cases  throughout  the  United  States  where 
new  tracks  were  constructed. 

Senator  Townsend.  How  did  the  subsequent  order  change  that? 

Mr.  Thorne.  It  is  somewhat  length}',  and  I  have  inserted  it  here. 

Senator  Townsend.  Did  they  reverse  themselves  on  that  propo- 
sition ? 

Mr.  Thorne.  Oh,  certainly. 

Senator  Pomerene.  That  is,  thev  deeded  the  propertv  back,  did 
they? 

Mr.  Thorxe.  Yes;  it  went  back  to  the  industry.  The  next  order 
to  which  I  wish  to  call  your  attention  is  General  Order  No.  34,  which 
lias  to  do  with  perishable  freight,  and  one  paragraph  of  which  reads 
as  follows: 

Perishable  freight  shall  be  sold  whenever  in  the  .ludgment  of  the  agent  or 
other  representative  of  the  carrier  it  is  necessary  to  do  so,  such  reasonable 
effort  being  made  to  notify  the  consignee  as  described  in  the  way  billing  as 
the  circumstances  will  permit. 

Now,  it  was  a  large  discretion  that  rested  in  the  local  agent  whether 
he  would  notify  the  consignee. 

Senator  Underwood.  The  general  order  to  which  you  have  just  re- 
ferred is  the  law  anyhow,  is  it  not  ? 

Mr.  Thorne.  No,  sir;  there  are  statutes  directh'  to  the  contrary. 
In  the  common  law  I  do  not  know  that  there  is  an  established  prin- 
ciple, but  that  order  was  directly  in  conflict  Avith  a  number  of  State 
statutes. 

vSenator  Underwood.  I  do  not  know  about  the  State  statutes  gen- 
erally, but  I  thought  that  under  the  general  law — it  may  have  been 
the  common  law — where  a  company  had  perishable  freight  to  trans- 
port, it  was  its  duty  to  dispose  of  it,  if  it  could  not  deliver  it,  and 
thereby  to  save  the  shipper,  to  that  extent. 
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Senator  Townsend.  I  think    this  is  true  in  the  general  operation 
of  the  law.    I  Imow  that  right  was  exercised  for  years. 
Mr.  Thorne.  Then  it  goes  on  further  to  say : 

The  place  of  sale  of  both  nonperlshable  and  perishable  freight  shall  be  deter- 
mined by  the  carrier.  The  net  proceeds,  if  any,  after  deducting  freight  and 
other  legitimate  expenses,  will  be  paid  over  to  the  owner  on  proof  of  ownership. 

Now,  that  order  was  amended  by  General  Order  No.  34-A,  effective 
October  1,  1918.    The  original  Order  No.  34  was  dated  July  10,  1918. 

Senator  Pomerene.  I  think  those  should  go  into  the  record  also. 

Senator  Cummins.  Yes. 

(General  Order  No.  34  and  General  Order  No.  34-A  are  printed 
in  full  as  follows:) 

general  order  no.  34. 

United  States  Railroad  Administration, 

Office  of  the  Director   General, 

Washington,  July  10,  1918. 
Carriers  subject  to  Federal  control  shall  sell  at  public  auction  to  the  highest 
bidder,  without  advertisement,  carload  and  less  than  carload  nonperlshable 
freight  that  has  been  refused  or  is  unclaimed  by  consignee  and  has  been  on 
hand  for  a  period  of  60  days.  The  consignee,  as  described  in  the  waybilling, 
shall  be  given  due  notice  by  mail  of  the  proposed  sale. 

Perishable  freight  shall  be  sold  whenever  in  the  judgment  of  the  agent  or 
other  representative  of  the  carrier  it  is  necessary  to  do  so,  such  reasonable 
effort  being  made  to  notify  the  consignee  as  described  in  the  waybilling  as  the 
circumstances  will  permit. 

The  place  of  sale  of  both  nonperlshable  and  perishable  freight  shall  be  deter- 
mined by  the  carrier.  The  net  proceeds,  if  any,  after  deducting  freight  and 
other  legitimate  expenses,  will  be  paid  over  to  the  owner  on  proof  of  ownership. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 


general   order    no.    34-A. 

United  States  Railroad  Administration, 

Washington,  D.  C,  October  1,  1918. 

General  Order  No.  34  is  hereby  revoked  and  General  Order  No.  34-A  substi- 
tuted in  place  thereof. 

Carriers  subject  to  Federal  control  shall  sell  at  public  auction  to  the  highest 
bidder,  without  advertisement,  carload  and  less  than  carload  nonperlshable 
freight  which  has  been  refused  or  is  unclaimed  at  destination  by  consignees 
after  the  .same  has  been  on  hand  60  days.  Consignees,  as  described  in  the  way- 
ciilling,  shall  be  notified  of  arrival  of  shipments  in  all  cases,  and  such  notice 
sihall  contain  pi-ovisions  that  after  freight  is  unclaimed  or  undelivered  for  15 
(lays  after  expiration  of  free  time  at  destination  it  will  be  treated  as  refused 
and  will  be  sold  without  further  notice  60  days  from  date  of  notice  of  arrival. 

Consignors  shall  be  notified  when  freight  is  refused  or  is  imclaimed,  as  pro- 
vided above,  when  the  consignor  can  be  determined  from  the  billing  or  when 
shipments  are  marked  with  the  consignor's  name  and  address;  such  notice  to 
contain  provisions  that  unless  proper  orders  for  disposition  are  received  on  or 
before  a  specified  date,  not  earlier  than  60  days  from  date  of  arrival  and  notice 
to  consignee,  the  shipment  will  be  sold  for  charges  without  further  notice. 

Perishable  freight  may  be  sold  in  the  discretion  of  the  carrier  whenever  nec- 
essary to  prevent  waste,  without  notice  except  to  consignee.  Such  reasonable 
effort  shall  be  made  to  notify  the  consignee  as  described  in  the  waybilling  as 
the  circumstances  will  permit. 

Deposit  in  the  mail  of  notices  in  accordance  herewith  shall  be  construed  as 
sufficient  notice  to  all  concerned,  and  a  record  shall  be  made  thereof  by  the 
employee  who  mails  the  same. 

The  place  of  sale  of  both  perishable  and  nonperlshable  freight  shall  be  de- 
termined by  the  carrier;  the  net  proceeds,  if  any,  after  deducting  freight  and 
other  legitimate  expenses,  will  be  paid  to  the  owner  on  proof  of  interest. 
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Nothing  herein  contained  shall  affect  the  provisions  for  notice  to  consignor 
of  unclaimed  or  refused  shipment  of  explosives  or  other  dangerous  articles,  or 
for  telegraphic  notice  to  consignees  of  unclaimed  and  refused  shipments  at  his 
expense  and  on  his  request,  or  other  special  provisions  for  notice  to  consignors, 
where  such  provisions  are  contained  in  the  storage  rules  of  the  carrier,  or 
other  rules  contained  in  tariffs  on  file  with  the  Interstate  Commerce  Commis- 
sion, except  that  where  notice  of  refusal  is  given  to  the  consignor  under  such 
tariff  rules,  it  shall  include  the  notice  of  sale  after  60  days  above  provided  for, 
and  notice  need  not  be  repeated  under  this  order. 

William  G.  McAdoo. 
Director  General  of  Railroads. 

Mr.  Thorne.  The  next  is  General  Order  No.  18,  effective  April 
9,  1918,  and  General  Order  No.  18-A,  effective  April  18,  1918,  both 
in  regard  to  the  jurisdiction  of  the  courts,  and  both  of  which  pre- 
sent a  very  embarrasing  situation. 

Senator  Cummins.  Eead  them,  will  you? 

Mr,  Thorne.  Yes,  Senator. 

Senator  Cummins.  I  have  had  a  great  many  letters  upon  that 
order.  It  has  produced  some  of  the  most  remarkable  situations  I 
have  ever  known.     That  is  a  practical  denial  of  justice. 

Mr.  Thorne.  I,  personally,  have  been  embarrassed  by  that  in  the 
last  week,  in  regard  to  a  claim  of  $5,000  on  a  shipment  of  pipe  from 
Pennsylvania  to  Oklahoma. 

Senator  Cummins.  I  would  like  to  have  that  order  read. 

Mr.  Thorne.  The  thing  is  of  such  a  general  character  that  it  af- 
fects hundreds  of  thousands  of  cases  all  over  the  country. 

Senator  Pomerene.  Senator  Cummins  has  asked  to  have  that  read. 

Mr.  Thorne.  The  essential  part  of  it  is  the  following  paragraph : 

Whereas  it  appears  that  suits  against  the  carriers  for  personal  injuries, 
freight  and  damage  claims  are  being  brought  in  States  and  jurisdictions  far 
remote  from  the  place  where  plaintiffs  reside  or  where  the  cause  of  action  arose ; 
the  effect  thereof  being  that  men  operating  the  trains  engaged  in  hauling  war 
materials,  troops,  munitions,  or  supplies,  are  required  to  leave  their  trains  and 
attend  court  as  witnesses,  and  iravel  sometimes  for  hundreds  of  miles  from 
their  work,  necessitating  absence  from  their  trains  for  days  and  sometimes  for 
a  week  or  more ;  which  practice  is  highly  prejudicial  to  the  just  interests  of 
the  Government  and  seriously  Interferes  with  the  physical  operation  of  the 
railroads ;  and  the  practice  of  sueing  in  remote  jurisdictions  is  not  necessary 
for  the  protection  of  the  rights  or  the  just  interest  of  plaintiffs,  it  is  therefore 
ordered,  that  all  suits  against  carriers  while  under  Federal  control  must  be 
bi'ought  in  the  county  or  district  where  the  plaintiff  resides,  or  in  the  county 
or  district  where  the  cause  of  action  arose. 

Senator  Pomerene.  Now,  there  is .  another  order  which  was  is- 
sued with  respect  to  garnishee  proceedings  in  favor  of  creditors  of 
railroad  employees,  and  so  forth.     Have  you  got  that  there? 

Mr.  Thorne.  No;  I  have  not. 

Senator  Townsend.  May  I  ask,  in  connection  with  that  part  of 
that  order  which  you  have  just  read,  do  you  make  any  distinction  be- 
tween the  powers  that  might  be  exercised  by  the  Administration,  as 
an  actual  war  power,  and  the  power  that  might  be  exercised  after 
the  war  is  over,  or  in  peace  times  ? 

Mr.  Thorne.  Certainly,  there  must  be  a  very  fundamental  differ- 
ence; but  during  this  interim  is  what  we  are  alarmed  about  and 
what  we  are  so  anxious  for  you  to  correct.  There  is  a  great  ques- 
tion: Are  w^e  at  peace  or  at  war,  before  the  signing  of  the  peace 
treaties?  What  will  the  Railroad  Administration  do,  knowing  that 
there  is  a  definite  limit  in  there?     What  will  the  railroads  of  the 


634         EXTENSION   OF   GOVERNMENT  CONTROL  OF   RAILROADS. 

country  try  to  put  over  on  the  shippers  of  the  country  during  that 
interim  ? 

Senator  Townsend.  I  see  the  force  of  that,  but  you  cited  the  ex- 
ample of  that  order,  which  was  issued  in  war  times.  You  would 
not  complain  about  that  so  much,  if  it  only  operated  in  war  times, 
and  they  did  not  attempt  to  exercise  it  in  time  of  peace  ? 

Mr.  Thorne.  No;  and  your  comment  is  very  true  as  to  many  of 
these  orders;  they  might  have  been  justified  during  war  times,  per- 
haps, but  they  are  certainly  not  justified  now. 

Senator  Kelix)gg.  Right  on  that  point,  what  justification  is  there 
for  refusing  to  pay  reasonable  freight  claims,  even  in  war  times? 

Senator  Toavnsend.  I  was  not  referring  to  that,  in  particular,  but 
the  question  of  where  the  suit  should  be  brought. 

Senator  Kellogg.  Oh,  I  see. 

Senator  Townsend.  That  referred  to  interference  with  the  opera- 
tion of  the  railroads  by  requiring  witnesses  to  go  across  the  conti- 
nent, etc. 

Mr.  Thorne.  That  certainly  does  not  refer  to  loss  and  damage 
claims  on  grain. 

Senator  Pomerene.  In  the  proceedings  to  which  I  referred  they 
sought  to  take  away  entirely  the  jurisdiction  of  the  courts.  For 
instance,  in  Ohio,  on  certain' claims  a  garnishee  proceeding  may  be 
begun  to  tie  up  the  wages  of  an  employee,  when  the  debt  is  for 
groceries  or  for  rent  or  something  of  that  character,  and  an  order 
was  issued  forbidding  the  beginning  of  any  such  actions  as  that. 
I  have  been  puzzling  my  brain  to  find  out  where  there  was  any 
authority  for  it  and  I  have  not  been  able  to  find  it. 

Mr.  Thorne.  General  Order  No.  18-A,  effective  April  18,  1918, 
modifies  General  Order  No.  18,  which  I  read  to  you.    It  says: 

It  is  ordered  that  all  suits  against  carriers  while  under  Federal  control  must 
be  brought  in  the  county  or  district  wliere  the  plaintiff  resided  at  the  time  of 
the  accrual  of  the  cause  of  action,  or  in  the  county  or  district  where  the 
cause  of  action  arose. 

Senator  Cummins.  Those  ought  to  go  into  the  record. 
Senator  Pomerene.  Yes ;  put  them  in. 

(General  Order  No.  18  and  General  Order  No.  18-A  are  here 
printed  in  full,  as  follows:) 

generat,  order  no.  is. 

ITnited  States  Railroad  Administration, 

Office  of  the  Director  Gene{{al, 

Washington,  April  9,  1918. 

Whereas  the  act  of  Congress  approved  IMarch  21.  1918.  entitled  "  An  act  to 
provide  for  the  operation  of  transportation  systems  while  under  Federal  con- 
trol, provides  (sec.  10)  "That  carriers  while  under  Federal  control  shall  be 
subject  to  all  laws  and  liabilities  as  connnon  carriers,  whether  arising  under 
State  or  Federal  laws  or  at  connnon  law,  except  in  so  far  as  may  be  inconsist- 
ent with  the  provisions  of  this  act  or  with  any  order  of  the  President.  *  *  * 
But  no  process,  mesne  or  final,  shall  be  levied  against  any  property  under  such 
Federal  control  "  ;  and 

Whereas  it  appears  that  suits  against  the  carriers  for  personal  injuries, 
freight  and  damage  claims,  are  being  brought  in  States  and  jurisdictions  far 
remote  from  the  place  where  plaintiffs  reside  or  where  the  cause  of  action 
arose;  the  effect  thereof  being  that  men  operating  the  trains  engaged  in  haub 
ing  war  materials,  troops,  munitions,  or  supplies,  are  required  to  leave  their 
trains  and  attend  court  as  witnesses,  and  travel  sometimes  for  hundreds  of 


EXTENSION   OF   GOVERNMENT   CONTROL   OF  RAILROADvS.         635 

miles  from  their  work,  iiecessitatiuji-  absence  i'rctm  their  trains  for  days  and 
sometimes  for  a  weeic  or  more :  whicli  practice  is  higldy  prejudicial  to  the  just 
interests  of  the  Government  and  seriously  interferes  with  the  physical  opera- 
tion of  the  railroads;  and  the  practice  of  suinf;-  in  remote  jurisdictions  is  not 
necessary  for  the  protection  of  the  rights  or  Ihc  just  interests  of  plaintiffs. 

It  is  therefore  ordered  that  all  suits  against  carriers  while  under  Federal 
<'ontrol  must  be  brought  in  the  county  or  district  where  tlie  plaintiff  i-esides,  or 
in  the  countv  or  district  where  the  cause  of  action  arose. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 


general  order  no.  is-a. 

United  States  Railroad  Administration, 

Ofmce  of  the  Director  General, 

Washington,  April  18,  1918. 
General  Order  No.  IS,   issue<l  April  9,  1918,  is  hereby  amended  to  read  as 
follows : 

"It  is  therefore  ordered  that  all  suits  against  carriers  while  under  Federal 
control  must  be  brought  in  the  county  or  district  where  the  plaintit¥  resided  at 
the  time  of  the  accrual  of  the  cause  of  action  or  in  the  county  or  district  where 
the  cause  of  action  arose." 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Mr.  Thorne.  In  regard  to  this  proposition  of  suing,  there  was  a 
case  in  the  Court  of  Appeals  of  Kentucky,  April  23.  1918,  in  which 
a  compan}' ,  a  carrier,  made  this  astounding  claim :  That  because 
section  10  of  the  railroad  control  law  provides  that  neither  mesne 
nor  final  process  shall  issue,  that,  therefore,  a  judgment  would  be 
ineffective,  and.  therefore,  a  court  should  not  render  a  judgment; 
and  the  court,  of  course,  did  not  sustain  that  proposition,  and  said 
they  would  go  ahead  and  render  judgment  whether  the  execution 
was  effective  or  not :  but,  in  this  case,  the  carrier  put  up  a  super- 
sedeas bond,  and  the  court  said  that  the  section  did  not  refer  to  a 
bond,  but  referred  to  the  property  being  operated,  and,  therefore, 
allowed  the  collection  of  the  claim.  The  director  general  has  issued 
an  order  providing  that  the  director  general  does  not  have  to  put 
up  any  more  bonds,  and  that  the  railroads  shall  not  be  the  parties 
defendant,  but  that  it  shall  be  the  director  general. 

Senator  Cummins.  That  is  the  one  I  referred  to — the  order  in 
regard  to  jurisdiction. 

Mr.  Thorne.  That  is  what  I  am  still  referring  to. 

Senator  Cummins.  While  the  law  provides  that  suits  can  be 
brought  against  carriers  as  heretofore  the  director  general  sets  aside 
that  law  and  says  they  can  only  be  brought  against  the  director 
general,  without  making  any  provision  at  all  for  the  jurisdiction 
over  the  director  general. 

Senator  Pomerene.  I  want  to  ask  the  clerk  of  the  committee  to 
have  before  us  here  at  our  next  meeting  a  complete  set  of  these 
orders. 

Mr.  Thorne.  I  have  a  complete  set  here. 

Senator  Pomerene.  But  I  want  them  for  the  members  of  the  com- 
mittee. 

Mi*.  Thorne.  The  last  paragraph  of  General  Order  No.  50,  effec- 
tive October  28,  1918,  reads  as  follows: 

The  undersigned.  Director  General  of  Railroads,  is  acting  herein  by  the 
authority  of  the  President  for  and  on  behalf  of  the  United  States  of  America, 
therefore  no  supersedeas  bond  or  other  security  shall  be  required  of  the  Direc- 
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tor  General  of  Railroads  in  any  court  for  the  taking  of  or  in  connection  with 
an  appeal,  writ  of  error,  supersedeas,  or  other  process  in  law,  equity,  or  in 
admiralty,  as  a  condition  precedent  to  the  prosecution  of  any  such  appeal,  writ 
of  error,  supersedeas,  or  other  process,  or  otherwise  in  respect  of  any  such  cause 
of  action  or  proceeding. 

That  may  be  perfectly  legitimate,  but  the  order  further  provides 
that  the  individual  carriers  shall  not  be  the  parties  defendant,  but 
that  the  director  general  must  be  the  party  defendant.  So  that  they 
beat  the  court  down  in  Kentucky,  and  it  will  beat  any  other  court 
that  might  try  to  invoke  the  same  method. 

Now,  in  regard  to  the  practical  effect  of  this  order  No.  18  and  sup- 
plements. When  the  plaintiff  does  not  reside  within  the  jurisdiction 
of  the  court  at  the  point  of  origin  and  the  loss  does  not  occur  within 
the  jurisdiction  of  the  court  at  the  point  of  origin,  you  can  not  bring 
the  action  against  the  originating  carrier.  The  question,  then,  is: 
Does  the  director  general  become  omnipresent  throughout  the 
United  States,  so  that  you  can  sue  him  anywhere?  Of  course,  that 
would  defeat  the  exact  purpose  of  the  order,  so  that  somebody  in  the 
department  has  issued  an  order  or  Avritten  counsel — I  do  not  laiow 
whether  it  is  a  formal  instruction  or  an  order  issued — that  it  still 
means  that  you  must  get  service  on  the  director  general  within  the 
jurisdiction  where  you  would  have  prior  to  Government  operation. 
They  do  not  want  to  drag  the  employees  all  over  the  country.  That 
being  the  case,  if  it  be  legal,  I  ask:  Where  is  it  possible  for  that 
plaintiff  to  bring  an  action  against  the  originating  carrier?  And  if 
that  be  impossible,  then  the  Carmack  amendment  is  repealed  by  the 
Director  General  of  Eailroads,  so  far  as  the  protection  of  the  shipper 
in  bringing  a  suit  against  the  originating  carrier  is  concerned.  You 
know  if  you  bring  suit  against  the  originating  carrier  you  do  not 
have  to  prove  where  the  loss  occurred,  because  that  suit  holds  all  the 
subsequent  carriers. 

Now,  if  you  can  not  bring  it  against  the  originating  carrier  you 
can  only  bring  it  where  the  cause  of  action  arose,  and  you  have  got  to 
find  out  where  the  cause  of  action  arose.  Imagine  a  shipment  of 
grain  from  Kansas  to  Boston  or  New  York,  or  imagine  a  shipment  of 
live  stock  or  anything  else  where  it  is  proven  to  have  been  delayed. 
How  are  you  going  to  prove  where  that  delay  occurred,  or  how  are 
you  going  over  the  tracks  to  find  out  where  the  leak  occurred  ?  The 
records  are  in  the  hands  of  the  carrier,  and  they  do  not  deliver  them 
to  you  at  the  point  of  destination.  Consequently  it  becomes  almost 
impossible  to  collect  a  claim  under  the  circumstances  I  have  outlined 
without  extended  litigation. 

Senator  Cummins.  You  say  that  some  officer  in  the  administration 
has,  without  any  order  of  the  President,  made  a  law  with  regard  to 
the  manner  of  making  service  on  Mr.  McAdoo?  I  did  not  quite  catch 
that. 

Mr.  Thorne.  I  will  read  it  to  you.  Senator. 

Senator  Cummiks.  I  should  tliink  that  was  rather  for  Congress 
to  do  than  some  subordinate  in  the  administration. 

Senator  Townsend.  In  connection  with  what  you  are  saying,  do 
I  understand  that  through  an  order  of  the  director  general  he  at- 
tempts to  provide  for  the  claimants  bringing  suit  against  him  instead 
of  against  the  railroads? 

Mr.  Thorne.  Yes,  sir. 
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Senator  Towxse>;d.  There  is  no  provision  in  the  Uiw  for  bringing 
suit  against  him,  is  there? 

Mr.  TiioRNE.  There  is,  inferentially.  It  says  that  the  director 
general  operating  the  properties  shall  haul  goods  and  passengers. 
Now,  under  the  common  law  if  an  official  or  an  individual  is  engaged 
in  the  transportation  of  goods  and  passengers  for  hire  he  is  a  common 
carrier.  The  shippers  have  maintained  that  Mr.  McAdoo  is  a  com- 
mon carrier,  and  now  Mr.  Hines  is  a  common  carrier,  because  he  is 
transporting  goods  and  passengers  for  hire. 

Senator  Town  send.  But  the  law  provides  expressly  for  bringing 
suit  against  the  carrier,  does  it  not? 

Mr.  Thorn  E.  Yes,  sir. 

Senator  Townsend.  Do  you  understand  that  these  orders  made  by 
the  director  general  in  war  times  are  still  effective? 

Mr.  Thorne.  To-day? 

Senator  Townsend.  Yes ;  and  will  be  effective  in  the  jqhys  to  come 
if  he  continues  the  operation? 

Mr.  Thorne.  My  dear  sir,  that  presents  a  legal  question  of  pro- 
found importance.  I  claim  that  he  does  not  have  the  power,  but 
when  Judge  Trieber  says  he  does — and  I  have  Judge  Trieber's  de- 
cision right  here;  it  was  rendered  prior  to  the  armistice,  and  is 
printed  in  Bulletin  No.  5,  issued  by  Mr.  John  Barton  Payne,  general 
counsel  of  the  United  States  Railroad  Administration,  October  25. 
1918.  The  claim  is  to-day  being  made  by  the  carriers  under  these 
orders.  The  difficulty  of  securing  service  and  a  determination  of 
the  legal  rights  involved  is  very  great.  And  suppose  that  the 
director  general  is  wrong  and  that  the  railroads  are  wrong,  who 
are  claiming  these  orders  are  still  legal,  it  is  going  to  take  months 
and  months  before  you  get  a  final  determination  in  the  Supreme 
Court  of  the  United  States,  or  in  the  Court  of  Appeals,  and,  in 
the  meantime,  there  are  going  to  be  thousands  of  claims  settled  un- 
fairly and  unjustly.  I  have  just  been  instructed  to  settle  one  now 
for  the  Interstate  Pipe  Co.,  of  Tulsa,  Okla.,  on  a  basis  which  is 
unjust,  rather  than  go  for  a  year  or  two  years  through  the  courts 
with  expensive  litigation. 

Senator  Kellogg.  I  was  just  going  to  read  this  provision  of  the 
law: 

Actions  at  law  or  suits  in  equity  may  be  brought  by  and  against  such 
carriers,  and  judgments  rendered  as  now  provided  by  law ;  and  in  any  action 
at  law  or  suit  in  equity  against  the  carrier,  no  defense  shall  be  made  thereto 
upon  the  ground  that  the  carrier  Is  an  instrumentality  or  agency  of  the 
Federal  Government. 

That  is  in  the  statute  which  Congress  passed  after  the  railroads 
were  taken  over. 

Mr.  Thorne.  I  have  quoted  that  scores  of  times.  Senator,  but 
will  you  read  the  preceding  sentence? 

Senator  Kellogg.  That  is  not  modified  by  any  sentence  in  the  law. 

Mr.  Thorne.  But  will  you  kindly  read  the  preceding  sentence? 

Senator  Kellogg.  Yes;  I  will  read  it  all  in  a  moment,  I  would 
like  to  know  who  has  wiped  that  out? 

Senator  Cummins.  This  order  that  has  just  been  read  repealed  it. 

Senator  Townsend.  The  general  counsel  of  the  administration. 
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Senator  Cummins.  When  Mr.  McAdoo  said  all  suits  should  be 
brought  against  him  instead  of  the  carriers,  and  when  he  said  they 
should  be  brought  in  a  particular  place,  instead  of  the  place  re- 
quired by  the  law,  he  repealed  the  act  of  Congress  under  which  he 
is  acting. 

Senator  Kellogg.  He  can  not  do  that. 

Mr.  Thorne.  I  agree  with  you.  Senator. 

Senator  Kellogg.  Section  10  provides : 

That  carriers  while  under  Federal  control  shall  be  subject  to  all  laws  and 
liabilities  as  common  carriers,  whether  arisinj;-  under  State  or  Federal  laws  or 
at  common  law,  except  in  so  far  as  may  be  inconsistent  with  the  provisions 
of  this  act  or  any  other  act  applicable  to  such  Federal  control  or  with  any  order 
of  the  President. 

Mr.  Thorne.  That  is  the  clause. 

Senator  Kellogg.  That  is  the  first  one,  and  then  the  next  one  is : 

Actions  at  law  or  suits  in  equity  may  be  brought  by  and  against  such 
carriers  and  .iudgments  rendered  as  now  provided  by  law  ;  and  in  any  action  ar 
law  or  suit  in  equity  against  the  carrier,  no  defense  shall  be  made  thereto  upon 
the  ground  that  the  carrier  is  an  instrumentality  or  agency  of  the  Federal 
Government. 

Now,  that  is  not  made  subject  to  the  order  of  the  President;  not  at 
all. 

Senator  Cummins.  I  would  refer  you  to  the  director  general. 

Mr.  Thorne.  I  agree  that  the  claim  made  by  the  director  general 
and  his  assistants  is  wrong.  NevertheLss,  he  is  in  physical  possession 
of  the  money  and  the  property,  and  I  submit  that  it  is  time  that  this 
ambiquity  should  be  settled,  without  forcing  the  shippers  of  the 
United  States  to  wait  for  months  and  months  before  the  thing  is 
finally  adjudicated  in  the  court  of  last  resort,  in  such  a  Avay  that  the 
director  general  will  change  his  policy. 

Senator  Pomerene.  You  have  only  referred  to  one  decision  here. 
With  the  vast  amount  of  shipping,  and  with  the  litigation  perhaps 
going  on,  surely  there  have  been  otlun-  decisions  by  other  courts 
bearing  on  that  subject  ? 

Mr.  Thorne.  There  have  been  by  courts  of  inferior  jurisdiction — 
municipal  courts,  etc.  There  has  been  no  other  decision  by  a  Federal 
court,  that  I  know  of,  and  there  has  been  no  other  decision  by  a 
supreme  court  of  a  State,  that  I  know  of. 

Senator  Cummins.  The  people  of  this  country,  on  account  of  their 
desire  to  win  the  war  and  to  be  patriotic,  have  submitted 

Senator  Pomerene.  I  think  that  is  true. 

Senator  Cummins.  To  these  somewhat  extraordinary  and  certainly 
unjust  orders  of  the  administration;  and  I  suppose  they  will  con- 
tinue to  do  it  until  the  law  is  changed. 

Mr.  Thorne.  In  addition  to  that,  there  is  a  court  in  New  York — I 
'io  not  think  it  is  a  court  of  last  resort — that  has  very  recently  sus- 
tained the  same  principle  that  Judge  Ti'ieber  enunciated.  And,  aside 
from  that,  even  though  we  are  absolutely  correct  in  our  claim  that 
that  interpretation  of  the  law  is  erroneous  and  that  this  order  is 
invalid,  there  are  hundreds  of  shippers  that  will  settle  the  claims, 
thinking  that  it  is  valid,  when  the  carriei-s  make  the  claim  that  it  is. 
The  order  should  be  rescinded  and  the  atmopshere  clarified. 

Now,  General  Order  No.  50,  that  I  was  going  to  read  to  you,  pro- 
vides, among  other  things ; 
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It  is  therefore  ordered  that  iictions  at  law,  suits  in  equity,  and  proceedings 
in  admiralty  hereafter  broujiht  in  any  court  based  on  contract,  hindinp;  upon 
the  Director  General  of  Railroads,  claims  for  death  or  injury  to  i)erson.  or  for 
loss  and  damage  to  property,  arising  since  December  31,  1917,  *  *  *  shall 
be  brought  aaginst  William  CJ.  McAdoo.  Director  General  of  Railroads,  and  not 
otherwise. 

Senator  Cummins.  Has  that  order  been  put  into  this  hearing? 
Mr.  Thorxe.  Xo. 

Senator  Cummins.  It  should  ^o  in. 
Senator  Pomerene.  Yes. 

(General  Order  No.  50,  of  the  United  States  Railroad  Adminis- 
tration, is  here  printed  in  full,  as  follows:) 

cknkkal  order  xo.  50. 

United  States  Railroad  Admixistration, 

Wnshinriton.  October  28,  1918. 

Whereas  by  the  proclamations  dated  December  26.  1917.  and  April  11.  1918. 
the  President  took  possession  and  assumed  control  of  systems  of  transportation 
and  the  appurtenances  thereof,  and  appointed  the  undersigned,  William  G. 
McAdoo.  Director  General  of  Railroads,  and  provided  in  and  by  said  proclama- 
tions that  "  until  and  except  so  far  as  said  director  shall  from  time  to  time 
otherwise  by  general  or  sjiecial  orders  determine,  such  systems  of  transporta- 
tion shall  remain  sub.iect  to  all  existing  statutes  and  orders  of  the  Interstate 
(Commerce  Commission  and  to  all  statutes  *  *  ■■'  but  any  orders,  general 
or  special,  liereafter  made  by  said  director  shall  have  paramount  autliority 
and  be  obeyed  as  such  "  :  and 

Whereas  the  act  of  Congress,  called  the  Federal  control  act.  approved  March 
21,  191S.  provided  that  "  carriers  while  under  Federal  control  shall  be  subject 
to  all  laws  and  liabilities  as  common  carriers,  whether  arising  under  State  or 
Federal  laws  or  at  common  law,  except  in  so  far  as  may  be  inconsistent  with 
the  provisions  of  this  act  or  any  other  act  applicable  to  such  Federal  control, 
or  with  any  order  of  the  President  "  ;  and 

Whereas  since  the  director  general  assumed  conti'ol  of  said  systems  of  trans- 
portation suits  are  being  brought  and  judgments  and  decrees  rendered  against 
carrier  cor]iorations  on  matters  based  on  causes  of  action  arising  during  Fetl- 
eral  control  for  which  the  said  carrier  corporations  are  not  responsible,  and 
it  is  right  and  proper  that  the  actions  suits,  and  proceedings  hereinafter  re- 
ferred to,  based  on  causes  of  action  arising  during  or  out  of  Federal  control 
should  be  brought  directly  against  the  said  Director  General  of  Railroads  and 
not   against  said   corporations : 

It  is  therefore  ordered  that  actions  at  law.  suits  in  equity,  and  proceedings 
in  admiralty  hereafter  brought  in  any  court  based  on  contract,  binding  upon 
the  Director  General  of  Railroads,  claim  for  death  or  injury  to  person,  or  for 
loss  and  damage  to  property,  arising  since  December  31,  1917,  and  growing 
out  of  the  possession,  use,  control,  or  operation  of  any  railroad  or  system  of 
transportation  by  the  Director  General  of  Railroads,  which  action,  suit,  or  pro- 
ceeding but  for  Federal  control  might  have  been  brought  against  the  carrier 
company,  shall  be  brought  against  William  G.  McAdoo.  Director  General  of 
Railroads,  and  not  otherwise ;  provided,  however,  that  this  order  shall  not 
iipply  to  actions,  suits,  or  proceedings  for  the  recovery  of  fines,  penalties,  and 
forfeitures. 

Subject  to  the  provisions  of  General  Orders  Nos.  18.  18-A,  and  26,  heretofore 
issued  by  the  Director  General  of  Railroads,  service  of  process  in  any  such 
action,  suit,  or  proceeding  may  be  made'  upon  operating  officials  operating  for 
the  Director  General  of  Railroads,  the  railroad  or  other  carrier  in  respect  of 
which  the  cause  of  action  arises  in  the  same  way  as  service  was  heretofore 
made  upon  like  operating  officials  for  such  railroad  or  other  carrier  company. 

The  pleadings  in  all  such  actions  at  law,  suits  in  equity,  or  proceedings  in 
admiralty,  now  pending  against  any  carrier  company  for  a  cause  of  action  aris- 
ing since  December  31.  1917.  l)ased  upon  a  cause  of  action  arising  from  or  out 
of  the  operation  of  any  railroad  or  other  carrier,  may  on  application  be 
amended  by  substituting  the  Director  General  of  Railroads  for  the  carrier  com- 
pany as  party  defendant  and  dismissing  the  company  therefrom. 
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The  undersigned  Director  General  of  Railroads  is  acting  herein  by  authority 
of  the  President  for  and  on  behalf  of  the  United  States  of  America,  therefore 
no  supersedeas  bond  or  other  security  shall  be  required  of  the  Director  General 
of  Railroads  in  any  court  for  the  taking  of  or  in  connection  with  an  appeal,  writ 
of  error,  supersedeas,  or  other  process  in  law,  equity,  or  in  admiralty,  as  a  con- 
dition precedent  to  the  prosecution  of  any  such  appeal,  writ  of  error,  super- 
sedeas, or  other  process,  or  otherwise  in  respect  of  any  such  cause  of  action  or 
proceeding. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Mr.  Thorxe.  I  want  to  say  that  I  hope  you  gentlemen  will  not  mis- 
interpret my  position  as  to  the  validity  of  these  orders  and  the  claim? 
of  the  director  general  and  the  legal  department.  I  have  written 
scores  of  letters,  I  believe,  maintaining  the  very  position  stated  by 
Senator  Kellogg,  and  yet  I  am  instructed  to  settle  claims,  and  people 
are  not  bringing  action;  and  at  the  present  time  I  understand  that 
there  are  more  unpaid  claim'?  awaiting  adjustment  than  ever  before 
existed  in  the  history  of  American  railroads ;  and  during  this  inter- 
val between  now  and  the  declaration  of  peace,  or  now  and  the  de- 
cision as  to  the  ultimate  disposition  of  the  railroads,  Ave  earnestly  beg 
of  you  to  strike  out  the  clause  whicli  makes  or  attempts  to  make  the 
President  of  the  United  States  superior  to  the  statutes  and  the  com- 
mon law  of  the  land. 

Senator  Towxsend.  May  I  ask  you  whether  in  this  report  of  the 
Director  General  of  Eailroads  as  to  operation,  he  makes  any  estimate 
or  takes  into  account  these  thousands  of  claims  which  are  now  pend- 
ing against  the  railroads? 

Mr.  Thorn E.  I  do  not  know.  I  presume  he  has  not.  They  have 
not  been  paid;  but,  of  course,  he  may  have.    I  do  not  know. 

Senator  Toavxsekd.  You  say  the}''  are  greater  than  they  have  been 
before  ? 

Mr.  Thorn^e.  So  I  am  told.  That  is  merely  a  report,  but  our  or- 
ganization of  live-stock  shippers  covers  22  States,  and  we  are  getting 
those  statements  from  every  part  of  the  territory ;  and  our  organiza- 
tion of  grain  shippers — one  of  them  covers  12  States  and  the  other 
covers  most  of  tlie  States  of  the  country,  and  they  are  coming  in  from 
everywhere — reports  as  to  tlie  impossibility  of  settling  unj  claim, 
and  that  has  been  true  for  months. 

Senator  Cummins.  You  will  remember  I  made  an  inquiry  on  that 
point  of  Conunissioner  Chirk,  because  I  was  interested  in  knowing 
what  this  accumulation  of  unpaid  claims  amounts  to,  and  he  replied 
that  it  would  be  impossible  to  ascertain  the  amount  of  the  unpaid 
claims  without  an  examination  of  the  files  of  the  several  railroad 
companies  to  which  these  claims  would  naturally  be  presented,  and 
that  that  would  involve  an  extent  of  inquiry  that  seemed  to  me  to  be 
so  formidable  that  I  gave  up  trying  to  fincl  what  the  amount  of  the 
unpaid  claims  might  be. 

Mr.  Thorne.  I  made  inquiry  as  to  what  answer  had  been  given  to 
3^our  question,  and  I  was  told  that  the  only  statement  submitted  to 
you  was  that  the  number  of  claims  made  had  increased  59  per  cent 
for  a  given  month— November — over  the  corresponding  month  of  the 
previous  year,  and  for  the  11  months  it  was  54  per  cent  greater  in 
1018  than  for  the  same  months  of  the  preceding  year. 

Senator  Townsend.  Can  you  tell  me  why  there  are  more  claims 
under  this  Railroad  Administration  than  there  have  been  hereto- 
fore ? 
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Mr.  Thorne.  I  will,  after  jRnisliing  my  statement. 

Senator  Townsend.  Very  well. 

Mr.  Thorne.  Just  a  word  as  to  the  accuracy  of  those  figures.  I 
can  not  speak  definitely  as  to  them.  They  were  quoted  to  me  second- 
hand. They  substantially  reflect  the  situation,  and  I  think  Com- 
missioner Clark  is  in  the  room  and  can  state  them  correctly. 

Commissioner  Clark.  Did  you  say  the  claims  "made,"  or  claims 
"paid"?  « 

Mr.  Thorne.  Claims  made. 

Commissioner  Clark.  Those  figures  I  gave  were  the  figures  in 
dollars  of  tlie  amounts  paid  on  claims  in  the  respective  periods. 

Senator  Cummins.  I  have  Commissioner  Clark's  letter,  which  I 
will  introduce  at  the  proper  time,  showing  for  a  certain  month — 
possibly  two  or  three  months — the  amount  of  claims  for  loss  and 
damage  actually  paid;  but,  as  I  have  said  before,  it  seemed  imprac- 
ticable to  go  through  the  files  of  all  the  railroads  in  order  to  ascer- 
tain the  number  of  claims  that  had  been  presented  and  were  still 
unpaid. 

Mr.  Thorne.  One  reason  for  the  very  large  increase  in  claims 
grows  out  of  the  war  operation  of  the  railroads.  It,  of  course,  neces- 
sitated great  congestion  in  places  in  order  to  giv^e  expedited  move- 
ment to  troops  and  munitions;  and,  further,  there  were  embargoes 
causing  certain  kinds  of  traffic  to  be  tied  up,  while  other  traffic 
moved;  and  then  there  was  a  certain  transition  period  when  the 
railroads  were  going  under  new  control,  that  probably  caused  some 
confusion.  It  is  difficult  to  say  how  much  of  the  responsibility  for 
the  situation  rests  upon  the  war  conditions;  but  I  should  like  very 
much  to  have  a  statement  showing  the  amount  of  claims  paid  since 
the  armistice  was  signed,  compared  to  the  amount  paid  for  a  similar 
period  in  previous  years — not  just  one  year.  I  should  like  very 
much  to  know  how  man}^  claims  are  to-da}^  unpaid,  compared  to 
those  unpaid  during  other  typical  periods.  I  think  that  you  will 
find  at  the  present  time  and  during  the  past  few  months  claims  have 
been  tied  up  generally ;  at  least,  I  know  they  have  been  on  grain  and 
live-stock  traffic,  if  I  am  correctly  informed  by  my  people. 

Senator  Tow^nsend.  You  would  naturally  infer  that  there  would 
be  more  claims  on  account  of  the  handling  of  the  roads  for  war 
purposes  ? 

Mr.  TnoRNE.  Certainly.  I  am  not  objecting  to  the  fact  that  more 
claims  were  precipitated;  I  am  not  objecting  to  the  conduct  of  the 
railroads.  I  am  objecting  to  this  attempt  of  an  administrative 
official  at  the  head  of  the  railroads  to  determine  upon  what  basis 
claims  will  be  paid,  and  where  I  may  bring  suit,  and  what  the  rules 
of  evidence  shall  be,  and  what  the  jurisdiction  of  the  courts  shall 
be,  and  repealing  acts  of  Congress  like  the  Carmack  amendment. 

Senator  Towxsexd.  Is  it  your  information  that  shippers  gen- 
erally who  have  been  discommoded  or  have  suffered  loss  because  of 
war  emergencies  in  the  handling  of  the  roads  are  bringing  claims 
against  the  railroads? 

Mr.  Thorxe.  Would  you  consider  the  loss  that  I  have  described 
as  the  result  of  war  emergency  because  of  a  congestion  of  traffic? 

Senator  To wx send.  I  am  assuming  a  loss  that  was  clearly  caused 
by  the  handling  of  the  roads  for  war  purposes,  transporting  troops, 
etc. 
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Mr.  Thorne.  I  presume  there  are  a  great  many  claims  so  made, 
and  there  may  be  a  question  of  the  validity  of  such  claims.  The 
question  of  the  validity  of  an  embargo  properly  made  presents  a 
complicated  situation.  The  power  of  embargo  must  exist,  but  there 
are  many  interesting  questions  in  connection  with  it.  I  think  the 
proposition  we  have  submitted  is  absolutely  sound.  That  finishes  my 
statement  about  attempts  of  the  Eailroad  Administration  to  defy  the 
statutory  and  common  law  of  th^  land. 

Now,  I  want  to  speak  next  to  you  about  the  wholesale  sweeping 
revisions  in  rates,  and  the  disturbances  of  rate  relationships  that 
have  been  made  and  are  now  being  considered  without  a  submission 
of  the  issues  to  a  disinterested  tribunal  before  the  rates  become 
effective.  In  order  to  get  a  fair  comprehension  of  the  situation,  you 
ought  to  know  clearly  their  methods  of  handling  these  cases.  The 
President,  theoretically,  has  the  power  of  changing  the  rates.  Prac- 
ticall3^  of  course,  he  has  not  the  time  to  give  any  consideration  to 
an  individual  case.  He  delegates  that  to  the  director  general,  and 
the  director  general  did  not  have  time,  and  the  present  director  gen- 
eral does  not  have  time,  so  he  delegates  it  to  Mr.  Chambers,  who  has 
practically  his  power  of  attorney.  Now,  neither  Mr.  Chambers  nor 
Mr.  Prouty  can  give  their  individual  attention  to  all  of  these 
cases,  and  they,  in  turn,  have  delegated  it  to  others ;  Mr.  Walter  was 
assistant  to  Mr.  Prouty,  and  Mr.  Hastings  and  Mr.  Coffey  were 
assistants  to  Mr.  Chambers,  and  they,  in  turn,  delegated  it  to  others. 

Senator  Pomerene.  Do  they  avail  themselves  of  the  services  of  the 
Interstate  Commerce  Commission  and  of  its  special  staff  clown  there 
in  making  these  rates? 

Mr.  Thorne.  In  certain  ways,  they  do.  They  ask  for  recom- 
mendations from  the  commission.  For  instance,  they  have  asked  for 
a  recommendation  from  the  commission  on  the  revision  of  the  class 
scales,  and  on  the  consolidated  classification  number  one,  under  a 
prior  section  of  the  railroad  law. 

Now,  these  gentlemen  have  created  subcommittees.  For  instance, 
Mr.  Johnson  is  chairman  of  the  western  district  freight  traffic  com- 
mittee at  Chicago ;  and  Mr.  Johnson  has  created  other  subcommittees. 
For  instance,  Mr.  Lincoln's  subcommittee  at  Kansas  City,  and  Mr. 
Eyman  in  the  Chicago  western  district.  And  there  is  a  committee  at 
Dallas,  and  at  New  Orleans,  and  at  various  other  important  centers. 
The  other  day  I  had  a  case  involving  a  revision  of  a  rate  between 
Louisville,  Ky.,  and  Avondale,  La.  This  was  passed  upon  by  the 
Louisville  committee,  and  the  New  Orleans  committee,  and  the  Chi- 
cago committee,  and,  I  understand,  an  Atlanta  committee,  or  a  sub- 
committee over  there.  I  do  not  know  that  it  is  known  by  that  name. 
Then,  of  course,  it  is  passed  upon  by  Mr.  Coffey  and  Mr.  Hastings, 
and,  if  there  is  a  contest,  it  goes  to  Mr.  Chambers.  Now,  that  in- 
volves very  considerable  trouble  and  delay;  and  if  you  do  not  like 
the  decision,  you  can  bring  it  up  before  the  Interstate  Commerce 
Commission,  and  then  you  may  have  a  hearing  before  an  examiner 
of  that  commission,  ancl  finally  have  it  submitted  to  the  commission. 
They  have  granted  that  revision  that  I  have  asked  for ;  that  is,  they 
have  recommended  it  to  the  Washington  authorities.  I  am  not 
criticizing  their  action.  I  think  that  the  committees  have  been  ad- 
ministered in  just  as  fair  a  spirit  as  you  could  expect  from  men 
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liaving  the  prior  employment  that  these  gentlemen  have  had,  and 
their  associations  being  what  they  have  been. 

In  passing,  it  may  be  noted  that  the  majority  of  every  one  of  these 
committees  are  former  railroad  men.  Now,  by  that,  I  do  not  intend 
to  cast  any  slur  on  a  railroad  man,  in  the  slightest  degree ;  but  if  you 
have  been  trying  rate  cases  before  the  Interstate  Commerce  Com- 
mission, and  have  found  on  the  opposite  side  of  the  table  a  certain 
gentleman  constantly  fighting  you  on  certain  issues,  and  then,  all 
of  a  sudden,  in  the  twinkling  of  an  eye,  you  find  yourself  appearing 
before  that  same  gentleman  for  a  decision  on  similar  issues,  it  is 
quite  embarrassing;  because  he  has  formulated  some  notions  of  his 
own  that  are  somewhat  difficult  to  overcome  sometimes.  However,, 
these  committees  have  done  admirable  work.  They  have  shown 
splendid  courtesy  to  the  shippers  of  the  country.  I  know  that  they 
have  made  many  revisions  in  rates,  restoring  rate  relationships  exist- 
ing prior  to  General  Order  No.  28,  for  wiiich  they  deserve  great 
credit.  When  General  Order  No.  28  became  effective,  I  understand 
there  were  between  2,000  and  3,000  complaints  on  file  with  the  di- 
rector general  as  to  the  order  on  the  day  it  became  effective.  I  do 
not  know  from  personal  knowledge  as  to  the  correctness  of  that, 
but  that  is  what  I  was  informed  by  parties  connected  with  the 
administration. 

Senator  Pomerene.  What  was  General  Order  No.  28? 

Mr.  Thorne.  The  one  granting  the  general  advance  in  rates,  said 
to  be  25  per  cent.  There  were  many  variations  in  the  advance. 
For  instance,  the  cancellation  of  export  and  import  rates  caused  an 
advance  on  tea  of  240  per  cent.  The  cancellation  of  export  rates  on 
oil  to  New  Orleans  caused  an  advance  of  over  a  hundred  per 
cent.  There  are  a  number  of  articles  that  had  export  and  import 
rates  canceled,  and  before  the  order  became  effective,  after  presenta- 
tion of  the  facts,  the  department  canceled  a  number  of  the  elimina- 
tions of  export  and  import  rates  and  reinstated  commodity  rates. 

Senator  Kellogg.  The  general  increase  of  rates  over  the  country 
has  bpen  more  than  25  per  cent,  has  it  not? 

Mr.  TiiORNE.  My  judgment  would  be  yes,  unquestionably. 

Senator  Kellogg.  I  suppose  there  is  no  way  of  telling  that  ex- 
actly.   , 

Mr.  Thorne.  No. 

Senator  Kellogg.  Because  there  are  so  many  rates  and  different 
commodities,  and  different  amounts  of  increase? 

Mr.  Thorne.  In  some  cases.  Senator,  they  made  advances  of  less 
than  25  per  cent.  For  instance,  on  live  stock  it  was  25  per  cent,  with 
7  cents  maximum,  and  on  wheat  it  was  25  per  cent  with  6  cents  maxi- 
mum. I  do  not  know  of  an  individual  rate,  aside  from  the  establish- 
ment of  certain  maximums,  where  they  have  made  a  reduction  below 
the  25  per  cent,  but  there  have  been  cases,  undoubtedly.  Then,  on 
the  other  hand,  the  advance  on  coarse  grain  throughout  the  grain  belt, 
where  the  bulk  of  it  moves,  was  from  40  to  60  per  cent,  and  there 
were  many  other  advances  that  went  into  effect  exceeding  50  per 
cent. 

Senator  Underwood.  General  Order  No.  28  changed  a  vast  num- 
ber of  classifications,  did  it  not? 
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Mr.  TiiORNE.  By  the  establisliment  of  minimums,  yes;  but  the 
director  general  restored  the  States  classifications  except  as  to 
minimums. 

Senator  Underwood.  Except  on  raw  material.  That  never  has 
been  done,  has  it? 

Mr.  TiiORNE.  On  certain  minimums;  I  think  they  have  made  re- 
ductions on  raw  material. 

Senator  Underwood.  You  mean  reductions  from  what  General 
Order  No.  28  originally  made  it? 

Mr.  TiioRNE.  Yes,  sir. 

Senator  U>!Derwood.  On  some  classes  of  freight,  under  General 
Order  No.  28,  the  increases  I  am  told  amounted  to  as  much  as  400 
or  500  per  cent,  due  to  a  change  of  classification. 

Mr.  TiiORNE.  I  know  there  are  some  advances  of  several  hundred 
per  cent  on  particular  articles,  due  to  classification  minimums.  For 
instance,  an  article  has  a  class  rating  in  a  State,  and  you  substitute  for 
that  the  interstate  classification,  with  the  minimum  for  that  classifi- 
cation. Now,  the  minimum  is  the  only  thing  that  applies  to  that  ar- 
ticle. The  classification  interstate  does  not  apply,  except  in  the  de- 
termination of  the  minimum ;  and  that  might  cause  an  advance  of 
several  hundred  per  cent.  Perhaps  I  am  boring  you  with  this,  but 
1  have  just  approached  a  very  important  feature  of  this  matter — 
the  revisions  in  classifications  and  ratings  that  have  been  made,  and 
which  will  disturb  the  relationship  of  rates. 

Senator  Underwood.  You  mean  made  by  the  director  general's 
office  ? 

Mr.  TiiORNE.  Yes,  and  proposed  to  be  made. 

Senator  Cummins.  Can  you  be  here  Monday  ? 

Mr.  Thorne.  If  you  request  it. 

Senator  Pomerene.  Very  well.  The  committee  will  stand  ad- 
journed, then,  until  10  o'clock  Monday  morning. 

(Whereupon,  at  12.15  o'clock  p.  m.,  the  committee  adjourned  until 
Monday,  January  27,  1919,  at  10  o'clock  a.  m.) 
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MONDAY,  JANUARY  27,   1919. 

United  States  Senate, 
Committee  ox  Interstate  Commerce, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
Senator  Atlee  Pomerene  presiding. 

Senator  Pomerene.  On  Saturda}^  I  was  waited  upon  by  repre- 
sentatives of  the  brotherhoods,  who  sought  to  have  a  date  fixed  for 
hearing,  and,  after  conferring  with  the  clerk  of  the  committee,  I 
designated  Tuesday  of  next  week  to  hear  them.  I  am  not  the 
chairman  of  the  committee,  and  if  there  is  any  objection  on  the  part 
of  any  of  the  members  of  the  committee  to  that  action,  I  think  we 
ought  to  discuss  it  here  now. 

Senator  Cummins.  I  have  no  objection  in  the  world  to  it,  save  that 
I  want  to  make  it  as  continuous  as  possible  and  to  get  through  as 
quickly  as  possible. 

Senator  Pomerene.  The  clerk  was  of  the  opinion  that  there  would 
be  enough  witnesses  for  this  week. 

Senator  Kellogg.  I  have  no  objection. 

Senator  Cummins.  How  soon  will  the  security  holders  be  ready  to 
go  on  ? 

Senator  Pomerene.  The  clerk  tells  me  that  for  January  27,  to-day, 
there  are  three  shippers  to  be  heard,  after  Mr.  Thorne;  January  28 
the  State  railroad  commissioners  are  to  be  heard ;  and  on  February 
4  the  brotherhoods.  There  are  no  other  definite  dates  fixed,  are 
there? 

The  Clerk.  No,  sir. 

Senator  Cummins.  Mr.  Warfield  can  be  heard  on  24  hours'  notice 
for  the  security  holders,  and  Mr.  Myrick  for  the  Investors'  League. 

Senator  Kellogg.  I  should  think  that  would  be  all  right.  We  can 
go  on,  and  then  notify  the  security  holders  later. 

Senator  Pomerene.  Yes;  I  think  so.  Mr.  Thorne,  you  may  pro- 
ceed now. 

STATEMENT  OF  MR.  CLIFFORD  THORNE— Resumed. 

Mr.  Thorne.  At  the  close  of  the  session  of  the  committee  on  Fri- 
day I  was  discussing  the  methods  of  the  various  committees  of  the 
United  States  Eailroad  Administration  in  handling  rate  contro- 
versies. As  I  stated,  there  are  various  subcommittees  scattered  at  the 
principal  trade  centers.  The  majority  on  every  committee  in  every 
city  of  the  United  States,  so  far  as  I  know,  are'  railroad  men.     That 
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is  different  from  the  appointment  of  a  railroad  man  to  be  a  jndge, 
because  when  he  becomes  a  judge  he  severs  his  connection  with  his 
railroad.  If  he  did  not  do  so,  it  would  be  a  scandal  that  the  pro- 
fession in  this  country  would  not  stand  for  and  would  be  illegal. 
When  a  man  goes  on  the  Interstate  Commerce  Commision,  I  uncler- 
stand,  he  even  sells  any  securities  that  he  holds  in  a  railroad.  These 
gentlemen,  especially  from  now  on,  know  that  their  employers  are 
the  railroads  as  matter  of  fact;  that  is  where  they  expect  to  get  their 
livelihood  in  the  future;  and  they  have  been  with  those  railroads  for 
years.  The  unconscious  bias  is  unquestionable,  although  their  cour- 
tesy and  honesty  are  also  unquestionable. 

in  dealing  with  the  railroad  companies,  when  the  question  of  com- 
pensation came  up,  you  provided  absolutely  for  a  fair  hearing  before 
a  disinterested  tribunal ;  and  if  they  could  not  get  together  with  the 
representatives  of  the  Government,  you  had  your  board  of  referees 
appointed  by  the  Interstate  Commerce  Commission;  and  if  that 
could  not  settle  matters  at  issue  and  disputes,  it  could  then  be  taken 
to  the  Court  of  Claims, 

Now,  the  alleged  war  power,  which  was  superior  to  the  Constitu- 
tion and  everything  else,  was  not  invoked  to  take  away  the  legal 
rights  of  railroad  stockholders  and  bondholders  to  go  to  the  Court 
of  Claims.  Likewise,  in  regard  to  labor;  when  the  compensation  of 
labor  was  at  stake,  Mr.  McAdoo  selected  a  board  of  the  highest 
standing,  composed  of  a  member  of  the  Cabinet,  a  former  member  of 
the  New  York  commission,  and  a  member  of  the  Interstate  Com- 
merce Commission ;  I  forget  the  rest.  Their  character,  their  stand- 
ing, their  disinterested  relationship  to  the  matters  in  controversey 
were  unquestionable.  Mr.  McAdoo  would  not  have  dared  to  select 
a  board  of  railroad  men  or  a  majority  of  railroad  men  to  settle  the 
wage  disputes ;  but  when  it  came  to  settling  matters  of  compensation 
wherein  the  shippers'  pocketbooks  were  involved,  without  one  ex- 
ception he  selected  boards  composed  of  a  majority  of  railroad  men. 

Senator  Pomerene.  What  boards  are  these,  now  ? 

Mr.  TiiORNE.  These  committees  that  I  have  referred  to. 

Senator  Pomerene.  Have  you  a  list  of  them? 

Mr.  Thorne.  No;  but  I  can  see  that  one  is  furnished.  It  is  quite 
an  extended  list.    Some  of  these  committees  issue  dockets. 

Senator  Pomerene.  Issue  what? 

j\Ir.  Thorne.  Dockets  of  matters  to  be  heard.  For  instance,  Mr. 
Perkins'  committee  at  St.  Louis  issues  a  docket  giving  dates  and 
matters  to  be  considered ;  Mr.  J.  L.  West  at  Dallas,  Tex.,  also  does  so ; 
Mr.  Montgomery,  chairman  of  the  committee  at  Omaha,  does  so;  and 
Mr.  Lincoln  at  Kansas  City  does  so.  Mr.  Johnson's  committee  at  Chi- 
cago publishes  a  docket  in  The  Traffic  World,  but  does  not  issue  any 
to  shippers.  The  dockets,  as  they  are  sent  out  by  these  committees,  de- 
scribe quite  succinctly  the  matters  in  controversy  so  that  the  shipper 
can  tell  whether  he  is  interested  or  not,  file  a  statement,  or  make  his 
appearance. 

The  brief  outline  that  appears  in  The  Traffic  World  is  not  suf- 
ficient for  that  purpose.  You  can  secure  these  dockets  under  certain 
conditions.  To  get  all  of  their  dockets  you  have  to  represent  an 
organization  of  a  general  character,  and  they  exercise  their  dis- 
cretion as  to  whether  you  represent  that  kind  of  an  organization. 
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All  of  the  committees  that  I  named — the  Dallas  committee,  the 
Kansas  City  con^mittee,  the  Omaha  committee,  and  the  Chicago 
committee,  of  which  Mr.  Eyman  is  chairman — furnish  me  those 
dockets,  JNIr.  Perkins,  chairman  of  the  St.  Louis  committee,  declines 
to  do  so.  Now,  I  think  it  is  general  procedure  in  this  country  that 
one  is  at  least  entitled  to  know  the  matters  that  are  going  to  be 
heard.  It  is  quite  embarrassing  for  one's  clients  to  write  in  and  ask 
whether  this  or  that  is  going  to  be  heard,  and  why  you  did  not  do 
this,  and  to  know  about  this,  and  not  to  have  any  knowledge  of  it. 

Senator  Pomerene.  Do  I  understand  you  to  say  that  your  clients 
are  not  advised  as  to  when  their  matters  are  to  be  heard  ? 

Mr.  TiiORNE.  Some  are  and  some  are  not.  The  majority  of  them 
are  not.  It  is  impossible  for  them  to  scatter  the  dockets  broadcast 
everywhere.  For  instance,  a  man  shipping  or  a  man  having  a  re- 
finery located  at  Okmulgee,  Okla.,  is  interested  in  moving  oil  from 
the  Ranger  field.    He  might  or  might  not  get  the  docket. 

Senator  Cummins.  Are  these  doc-kets  of  cases  arising  on  complaints 
that  have  been  made? 

Mr.  Thorne.  Complaints,  or  matters  of  their  own  docketing.  Take 
the  grain  shippers:  I  represent  3,000  elevators.  They  have  a  com- 
bined membership  of  three  or  four  hundred  thousand  grain  pro- 
ducers that  own  these  elevators.  I  am  not  their  counsel  on  individual 
matters  of  controversy  concerning  each  elevator,  but  on  matters  of  a 
general  nature  affecting  the  industry  as  a  whole  I  am  their  general 
counsel.  I  am  what  is  called  the  general  counsel  for  their  national 
organization.  Now,  it  would  be  impracticable  for  this  committee 
to  send  out  3,000  dockets ;  but  it  would  seem  to  be  practicable  to  fur- 
nish the  attorney  for  that  organization  with  a  docket,  whenever 
grain  is  involved. 

Senator  Pomerene.  Let  me  understand  you  a  little  further:  Is  it 
your  contention,  for  instance,  that  there  is  a  claim  for  loss  due  to 
negligence,  or  some  other  cause,  and  that  this  comes  up  before  one 
of  these  committees  for  hearing,  and  that  often  notice  is  not  given  to 
these  claimants? 

Mr.  Thorne.  Senator,  the  subject  that  would  come  up  would  not  be 
a  loss  or  damage  claim.  That  would  be  a  court  proceeding.  The 
subject  would  be  the  adjustment  of  a  rate  or  a  set  of  rates,  or  a 
change  in  a  rate,  rule,  or  regulation. 

Senator  Pomerene.  And  that,  in  such  cases  as  that,  there  is  no 
notice  given  to  those  who  are  immediately  interested? 

Mr.  Thorne.  Except  as  I  have  described. 

Senator  Kellogg.  Let  me  see  if  I  understand  this  proposition: 
When  the  Railroad  Administration  first  started,  Mr.  McAdoo  him- 
self, as  I  understand — I  do  not  mean  Mr.  McAdoo  personally  ex- 
amined the  details  of  the  tariffs — but  Mr.  McAdoo,  through  his 
assistants  in  his  office,  made  and  published  the  rates,  did  he  not  ? 

Mr.  Thorne.  General  Order  No.  28;  yes,  sir.  He  never  had  a 
hearing  on  it — a  public  hearing. 

Senator  Poindexter.  Was  that  the  one  in  which  the  25  per  cent 
increase  was  made? 

Mr.  Thorne.  Yes;  that  is  correct. 

Senator  Kellogg.  Yes;  the  first  increase.  After  that  there  were  a 
great  many  complaints  made  to  his  office  about  those  rates ;  and  what 
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did  he  do  about  establishing  rate  committees  that  could  get  in  touch 
with  the  shippers;  that  is,  the  organization  of  these  rate  committees 
is  what  I  would  like  to  get  at  ? 

Mr.  Thorne,  The  first  step  was  the  appointment  of  these  commit- 
tees of  railroad  men  in  different  trade  centers  to  hear  complaints. 

Senator  KelloCxG.  That  is,  he  appointed  his  own  employees  ? 

Mr.  Thorne.  Railroad  men. 

Senator  Kellogg.  That  is,  from  the  regular  railroad  organizations? 

Mr.  Thorne.  Yes. 

Senator  Kellogg.  Just  the  same  as  the  president  of  a  railroad 
would  do,  if  he  wanted  his  employees  to  consider  the  subject  of 
rates  ? 

Mr.  Thorne.  Yes. 

Senator  Kellogg.  Then  they  were  supposed  to  represent  him,  were 
they  not? 

Mr.  Thorne.  Yes,  sir. 

Senator  Kellogg.  Now,  then,  later,  for  some  reason  or  other,  he 
concluded  to  put  a  representative  of  the  shippers  on  each  one  of 
those  rate  committees,  did  he  not? 

Mr.  Thorne.  Yes ;  more  in  some  cases,  but  always  a  minority. 

Senator  Kellogg.  Yes.  Now,  of  course,  those  committees  did  not 
have  power  to  definitely  fix  rates;  that  had  to  be  done  by  Mr.  Mc- 
Adoo,  subject  to  reconsideration  b}"  the  Interstate  Commerce  Com- 
mission, did  it  not? 

Mr.  Thorne.  Why,  Senator  Kellogg,  theoretically,  they  did  not 
have  power.    Practicall}^,  they  did. 

Senator  Kellogg.  That  is,  he  accepted  their  findings,  did  he  not? 

Mr.  Thorne.  Almost  always.  He  never  reversed  a  finding  of 
his  subordinates,  that  I  ever  heard  of. 

Senator  Kellogg.  But  it  was  merely  advisory  to  him,  was  it  not? 

Mr.  Thorne.  There  is  one  exception  I  want  to  name. 

Senator  Pomerene.  I  want  to  get  this  matter  clearly  in  mind. 

Mr.  Thorne.  There  is  one  exception  I  will  relate  afterwards. 

Senator  Pomerene.  As  these  rates  were  fixed,  did  the  Director 
General  or  the  committee  having  it  in  charge  confer  with  the  Inter- 
state Commerce  Commission  with  regard  to  them? 

Mr.  Tpiorne.  Senator,  in  some  cases,  j^es;  in  the  vast  majority,  no. 
I  presume  it  is  safe  to  say  in  90  per  cent  of  the  controversies,  no. 
Now,  there  was  one  exception  that  I  said  I  would  relate,  where  Mr. 
McAdoo  did  change  it,  probably,  and  that  was  in  regard  to  classi- 
fications. General  Order  No.  28  originally  provided  that  the  State 
classifications  should  be  supplanted  by  the  Interstate,  and  then, 
upon  the  intercession  of  State  commissions  and  certain  Senators, 
that  order  was  modified  to  provide  that  the  classifications  of  the 
States  should  apply,  except  as  to  minimums. 

Senator  Kellogg.  Generally  speaking,  that  committee  did  not 
confer  with  the  Interstate  Commerce  Commission,  did  it? 

Mr.  Thorne.  No,  sir. 

Senator  Kellogg.  But  they  made  recommendations  to  the  Director 
General  and  he  usually  accepted  them? 

Mr.  Thorne.  Personally,  he  always  did,  except  that  one  instance 
that  I  know  of. 

Senator  Kellogg.  Yes. 
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Mr.  Thorne.  But  your  statement  that  usually  Mr.  Chambers  ac- 
cepted them  is  correct. 

Senator  Kellogg.  I  mean  either  Mr.  McAdoo  or  his  representa- 
tive in  the  office  down  here  accepted  them;  is  that  correct? 

Mr.  Thorise.  Yes,  sir. 

Senator  Kellogg.  Of  course,  the  Interstate  Commerce  Commis- 
sion, on  a  complaint,  could  consider  those  adjustments? 

Mr.  Thorne.  Yes,  sir. 

Senator  Kellogg.  Now,  do  you  think  that  Mr.  McAdoo  held  out 
to  the  public  or  intended  that  these  committees  were  to  be  understood 
as  impartial  tribunals? 

Mr.  Thorne.  Yes.  The  Government  was  then  acting,  and  not  the 
railroads,  and  the  rates  went  into  effect.  It  would  be  like  me  suing 
you,  Senator,  for  $1,000.  and  getting  the  $1,000,  and  later  having 
a  trial  on  it. 

Senator  Kellogg.  Just  a  moment.  Mr.  McAdoo  represented  the 
railroad  properties.  He  was  not  impartial;  he  represented  the  rail- 
road properties;  was  operating  them? 

Mv.  TnoRNE.  I  do  not  want  to  get  into  a  controversy  about  that. 
The  only  thought  was  that  the  pviblic  generally  understood  that  he 
himself  held  himself  out  as  representing  the  public  as  well  as  the 
properties.  He  did  so  in  private  conversation,  and  I  think  you  will 
find  it  in  his  published  statements  also. 

Senator  Kellogg.  I  did  not  understand  that  these  committees  were 
considered  to  be  impartial  tribunals  for  the  purpose  of  trying  these 
questions.  I  understood  that  they  were  representing  the  director 
general;  otherwise,  the  railroads;  and  that  the  shippers  were  simply 
put  on  to 

Mr.  Thorne  (interposing).  As  ornaments? 

Senator  Kellogg.  Not  exactlj''  as  ornaments,  but  to  be  there  to 
present  anything  they  desired.  Of  course,  manifestly,  they  are  not 
entirely  impartial  tribunals. 

Mr.  Thorne.  The  reason  why  I  say  we  w^ere  given  the  impres- 
sion— at  least,  we  had  it — was  because  the  rates  went  into  effect. 

Senator  Poindexter.  Was  there  any  general  review  of  those  de- 
cisions by  the  Interstate  Commerce  Commission,  as  a  matter  of  fact  ? 

Mr.  Thorne.  On  complaint,  yes;  without  complaint,  occasionally 
in  something  of  stupendous  importance,  like  consolidation  classifica- 
tion No.  1,  which  I  will  describe  in  a  few  moments, 

Senaotr  Pomerene.  Upon  the  initiative  of  the  Interstate  Com- 
merce Commission  itself? 

Mr.  Thorne.  Not  necessarily.  The  railroad  itself  might  ask  for 
a  recommendation. 

Senator  Pomerene.  Some  were  on  complaint,  and  some  on  motion 
of  the  Interstate  Commerce  Commission? 

Mr.  Thorne.  Yes;  and  also  some  at  the  request  of  the  railroad 
administration,  under  section  8  of  the  railroad-control  law.  I  am 
going  to  try  to  be  brief,  because  there  are  several  important  things  in 
connection  with  this  that  I  want  to  outline;  but  in  order  for  you 
to  have  a  grasp  on  the  situation  as  it  affects  the  shippers  practically, 
it  is  necessary  to  know  something  about  that  machiner3^  I  have 
outlined  to  you  their  method  of  issuing  dockets.  Now,  at  these 
hearings,  which  they  hold,  following  up  the  docket  announcements, 
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they  frankly  discuss  the  subjects  and  ask  questions,  hear  your  state- 
ment ;  and  you  can  offer  evidence,  if  you  desire,  and  you  can  have  it 
reported,  if  you  desire.  Sometimes  they  pay  for  the  reporting,  and 
at  other  times  the  shipper  pays  for  the  reporting.  It  has  somewhat 
the  semblance  of  a  trial  in  the  court  of  a  justice  of  the  peace.  There 
is  no  subsequent  briefing  in  nine-tenths  of  the  cases,  although  in 
some  cases  they  ask  for  it.  In  the  Coarse  Grain  Case  they  asked 
for  a  written  statement,  and  in  a  case  I  submitted  last  week  they 
asked  for  one.  You  may  or  may  not  hear  the  evidence  on  the  other 
side  of  the  proposition.  In  fact,  they  may  or  may  not  hold  a  public 
hearing. 

The  opportunity  for  cross-examination  of  your  opposing  witnesses, 
of  course,  does  not  exist,  because  you  would  be  cross-examining  the 
judge.  The  judge  is  your  opposing  witness,  and  the  party  that  ulti- 
mately decides  these  things  is  in  AVashington.  If  you  are  not  satis- 
fied with  the  committee  report,  you  come  down  to  Washington,  and 
you  can  have  a  little  conference  with  Mr.  Chambers,  Mr.  Prouty,  or 
Mr.  Hastings ;  you  go  into  their  rooms  and  talk  it  over,  but  with  no 
opportunity  to  argue  it  back  and  forth,  or  the  give  and  take  of  the 
court  room.  From  what  little  experience  I  have  had,  I  have  learned 
more  and  more  to  appreciate  the  wisdom  of  the  ordinary  rules  of 
precedure  that  have  been  developed  in  the  centuries  of  the  growth 
of  our  common  law. 

The  Supreme  Court  of  the  United  States  has  specifically  held  that 
we  are  entitled  to  a  hearing,  and  it  has  defined  what  a  "  hearing  "  is. 
The  Interstate  Commerce  Commission,  through  their  counsel,  in  a 
case— I.  C.  C.  ^^  L.  &  N.  R.,  227  U.  S.,  88— took  the  position  that 
they  were  a  body  of  experts  or  specialists,  and  that  they  could  decide 
on  facts  of  their  own  knowledge;  that  it  was  not  necessary  to  be 
made  of  record  in  the  case. 

The  Supreme  Court  said  that  that  was  not  correct;  that  it  ought 
to  be  of  record  in  the  case;  that  the  parties  were  entitled  to  a  hearing 
which  would  involve  cross-examination  of  witnesses,  the  opportunity 
to  offer  rebuttal  evidence  against  that  offered  by  the  other  side.  The 
Commission  is  a  body  of  what  might  be  called  skilled  men;  that  is, 
tli^y  can  more  readily  analyze  the  facts  presented  to  them  than 
could  an  ordinarv  court,  because  they  are  dealing  with  similar  facts 
constantly;  but  the  shipper  ought  to  have  an  opportunity  of  know- 
ing what  the  facts  are  against  him,  so  that  if  he  knows  of  facts 
opposed  to  them  he  can  offer  those  in  evidence.  He  ought  to  know 
the  arguivents  of  the  other  side;  and  a  verv  unfortunate  custom  has 
developcnl  amongst  some  commissions  of  holdin.o;  informal  confer- 
en  es  after  a  case  is  submitted.  All  of  ns  have  been  guilty  of  that. 
It  is  wrong.  While  I  wps  chuirman  of  the  Iowa  Railroad  Commis- 
sion, we  ado])ted  a  rule  that  no  informal  conferences  or  formal  con- 
ferences of  any  character  would  be  held  Avith  ])arties  to  a  case  after 
being  submitted.  Avithout  the  other  parties  being  present  or  repre- 
sented. I  think  that  ought  to  apply  to  every  commission  in  the 
country. 

Now.  in  those  hearings  we  have  not  the  faintest  semblanre  of  what 
the  Supreme  Court  has  de^^cribed  as  a  ''hearing*':  and,  in  the  second 
place,  you  have  not  a  hearing  before  a  disinterested  body  Avith  power 
to  act  before  the  rates  become  effective.    It  mav  take,  after  thev  are 
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once  in,  six  months  or  longer,  a  year  or  more,  before  the  matter  in 
controversy  can  be  reviewed  on  comphiint.  When  the  Government 
took  over  the  railroads  the  director  general,  contemplating  a  possible 
advance,  as  has  developed,  of  live  hundred,  six  hundred,  or  seven  hun- 
dred million  dollars  in  Avages,  there  might  have  been  some  justifica- 
tion for  rapid  procedure ;  and  yet,  even  there,  there  are  certain  phases 
of  it  that  ought  to  have  been  considered.  This  Government  decided 
that  controversy  involving  eight  hundred  or  nine  hundred  million 
dollars,  and  adopted  a  policy  diametrically  opposed  to  the  policy 
adopted  by  the  British  Government  under  precisely  similar  condi- 
tions and  circumstances,  and  the  shippers  of  this  country  had  no  op- 
portunity whatsoever  of  offering  the  facts  and  arguments  on  their 
side,  which  could  have  been  done  in  a  three-day  hearing,  as  to  certain 
modifications.  But  that  is  "  over  the  dam,"  and  I  do  not  want  to  dis- 
cuss that  further. 

The  promulgation  of  General  Order  No.  28  precipitated  innumer- 
able changes  in  rate  relationships  all  over  the  country;  and  Mr. 
McAdoo,  when  he  issued  the  order,  stated  that,  of  course,  such  would 
occur;  that  immediately  they  would  undertake  to  make  revisions 
restoring  prior  rate  relationships. 

Senator  Pomerene.  Restoring  what? 

Mr.  Thorme.  Prior  rate  relationships;  and  Mr.  Chambers  and 
Mr.  Prouty  have  done  some  admirable  work  along  that  line.  On  oil 
the  advance  was  25  per  cent,  and  they  substituted  4^  cents,  at  the 
request  of  the  oil  industry,  which  tended  to  preserve  existing  rate 
relationships;  and  yet,  at  the  same  time,  get  approximately  25  per 
cent  out  of  the  revenue.  And  yet,  here  is  an  individual  case :  The 
Indiahoma  Refining  Co.,  at  St.  Louis,  has  a  complaint  there.  At 
that  time  the  rates  broke  on  the  Mississippi  River.  The  through  rate 
from  the  mid-continent  field  to  eastern  markets  was  the  same  as 
though  you  shipped  the  crude  to  St.  Louis  and  refined  it,  and  then 
shipped  the  refined  east.  That  permitted  them  to  compete  on  an 
equality  with  the  mid-continent  refineries.  When  the  4J  cents  ad- 
vance went  in,  that  doubled  it  on  them,  because  they  had  to  pay  the 
advance  on  the  oil  into  St.  Louis,  and  also  on  the  oil  goino-  out  of 
St.  Louis. 

Senator  Pomerene.  You  say  4-J-  cents? 

Mr.  Tpiorne.  Yes;  4-^  cents  a  hundred  pounds.  That  meant  that 
instead  of  being  on  an  equality  with  the  through  rate,  these  people 
have  had  to  bear  a  burden  of  4i  cents,  or  else  their  customers  had  to 
absorb  it.  On  a  year's  business  that  amounts  to  something  like 
$100,000  for  that  one  concern.  They  had  a  lower  combination  of 
crude  in  and  refined  OTit  than  their  competitors  did.  because  of  the 
fact  that  they  shipped  it  in  in  the  crude  state  instead  of  in  the  refined 
condition,  but  the  refined  rate  in  and  out  equaled  the  through  rate 
before,  and  subsequently  it  has  not. 

The  United  States  Railroad  Administration  issues  a  little  letter, 
wdiich  could  be  written  on  half  a  sheet,  denying  the  restoration  of 
the  former  relationship.  There  is  no  discussion  of  the  principles 
involved,  and  it  is  final,  short  of  a  hearing  before  the  Interstate 
Commerce  Commission  upon  complaint.  In  the  meantime,  if  you 
have  six  or  nine  months  delay  involved,  you  see  what  you  are  doing 
to  that  refinery  and  what  is  becoming  of  its  customers,  unless  they 
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absorb  the  difference.  Those  customers  can  go  to  the  field  and  get 
the  refined  products  and  not  have  to  pay  that  4^  cents  extra. 

Senator  Pomerene.  Have  you  presented  those  objections  to  the 
Eaih'oad  Achninistration  or  to  these  committees? 

Mr.  Thorke.  Yes;  I  have  done  both.  I  represented  the  oil  in- 
dustry as  a  whole  in  getting  the  change  to  4^  'cents,  and  then  1 
represented  the  Indiahoma  in  trying  to  get  this  modification.  The 
merits  of  that  controversy  I  am  not  asking  you  to  pass  on  at  all. 
The  objections  are  that  if  you  do  that,  other  people  will  want  a 
change,  and  there  are  arguments  on  both  sides.  What  I  am  chal- 
lenging your  attention  to  is  the  method  of  procedure.  We  are 
having  trials  there,  not  before  a  distinterested  tribunal.  You  can 
not  know  their  methods  of  reaching  conclusions.  You  have  not  the 
principles  to  guide,  you,  like  the  Interstate  Commerce  Commission, 
which  has  built  up  a  series  of  ]Drecedents  for  a  generation.  The  ad- 
vantages of  trial  before  a  disinterested  tribunal  are  certainly  ap- 
parent to  everyone  of  you. 

Senator  Kellogg.  You  mean  this:  That  heretofore  you  had  an 
impartial  tribunal  to  refer  to  and  have  a  trial  and  adjudication; 
whereas,  to-day,  the  Eailroad  Administration  makes  these  orders 
without  any  hearing? 

Mr.  Thorne.  Without  that  kind  of  a  hearing. 

Senator  Kellogg.  Well,  that  is  what  we  would  expect  if  we  con- 
tinued this  Government  ownership  and  operation,  is  it  not? 

Mr.  Thorke.  Unless  you  restore  the  suspension  powers  of  the 
Interstate  Commerce  Commission.  I  think  it  is  perfectly  proper 
that  these  committees  should  be  continued,  even  though  you  restore 
the  companies  to  their  private  owners,  or  if  you  decide  upon  any 
other  course  of  action — if  you  go  ahead  with  a  year  or  more  of 
Government  operation.  The  committees  are  performing  a  very 
legitimate  function.  They  can  act  more  quickh^  than  the  indi- 
vidual railroads  did  in  the  past.  For  instance,  we  wanted  a  reduc- 
tion in  the  rates  from  Ranger  to  Kansas  on  crude  of  5  cents.  Within 
a  week  after  that  was  presented  the  relief  was  granted.  There  was 
developing  the.re  a  new  oil  field  surpassing  anything  ever  laiown  on 
this  continent,  and  this  committee  got  together  and  immediately 
decided,  the  case  and  made  a  recommendation  to  Washington 
promptly  and  efficiently.  I  gave  you  the  illustration  of  those  tea 
people. 

Senator  Poindexter.  They  decided  in  your  favor  that  time  ? 

Mr.  Thorne.  That  is  not  the  point.  That  would  occur  under  pri- 
vate operation  just  as  well  as  the  other.  The  only  place  where  the 
suspension  comes  in  is  where  there  is  an  advance.  There  is  a  meet- 
ing of  the  minds  in  a  reduction.  It  is  up  to  them  optionally  to  do  it 
or  not  in  that  case.  The  shipper  is  requesting  it  and  there  is  a  meet- 
ing of  the  minds.  There  is  no  hardship  on  either  side  there;  but  in 
the  case  of  an  advance,  without  a  hearing,  there  is  no  meeting  of  the 
minds ;  there  is  not  a  mutuality  in  the  attitude  of  the  two  parties  to 
the  controversy.  If  the  committees  are  continued — as  they  certainly 
should  be — it  will  enable  immediate  consideration  of  revisions  where 
the  shippers  are  asking  for  them,  and  tlie  railroads  can  consider  the 
matter  from  the  railroad  standpoint  and  determine  whether  the  re- 
vision is  wise  or  not.     I  am  not  attacking  those  committees.     I  think 
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(hey  AYould  be  improved  if  their  membership  were  equally  divided 
amon<2;  the  shippers  and  the  carriers. 

The  proc  ediirc  that  I  have  outlined  creates  the  following  situation : 
The  railroads,  in  executive  session,  determine  upon  a  certain  sweep- 
ing change — it  may  cover  the  entire  United  States — and  it  may  go 
into  effect  on  a  certain  date,  without  anybody  having  a  chance  to  be 
heard  on  it.  For  instance,  I  have  here  a  rate  authority  for  an  800 
per  cent  increase  in  storage  charges.  This  advance  was  to  have  gone 
into  effect,  and  will  go  into  effect  unless  something  happens,  Febru- 
ary 15,  1919.  Now,  an  800  per  cent  increase  is  quite  substantial ;  it  is 
from  5  cents  a  ton  to-day  to  40  and  50,  owing  to  the  number  of  days' 
detention.  The  legal  authority  to  charge  for  storage,  because  that  is 
not  a  part  of  transportation,  may  exist,  but  there  is  a  certain  amount 
of  storage  at  a  terminal  that  is  a  legitimate  part  of  the  transporta- 
tion service,  and  there  has  never  been  any  hearing  at  all  that  I  know 
of  on  that  proposition.  It  was  a  surprise  to  me  and  a  surprise  to 
everybody  else  that  I  have  spoken  to  about  it.  It  affects  carload  and 
less-than-carload  traffic  in  storage  on  railway  premises. 

Senator  Pomerejn^e.  Do  you  mean  the  storage  in  freight  depots'? 

Mr.  Thorne.  It  would  include  that  and  in  warehouses. 

Senator  Pomerene.  Would  it  include  the  keeping  of  freight  in 
freight  cars  and  unloaded? 

Mr.  Thorne.'  I  think  not.  I  have  some  examples  now  of  propo- 
sitions that  have  been  established  by  the  Railroad  Administration, 
and  which  are  now  being  proposed  to  be  established,  involving  sweep- 
ing changes  in  rates,  rules,  and  regulations,  that  I  want  to  call  your 
attention  to.  In  some  of  these  the  Railroad  Administration  is  pro- 
viding, under  section  8  of  the  railroad-control  law,  for  recommenda- 
tions from  the  Interstate  Commerce  Commission;  in  others  they  do 
not  provide  for  that.  Now,  when  you  treat  the  Interstate  Commerce 
Commission  as  an  advisory  body  it  is  entirely  different  from  what  we" 
know  as  a  "  hearing."  I  do  not  know  wdiere  the  burden  of  proof 
lies.  Wlien  an  examiner  of  the  commission  is  holding  a  hearing  I 
claim  that  it  ought  to  lie  on  the  railroad,  as  in  the  past,  to  justify 
the  advance;  and  yet  here  is  a  new  procedure  provided  in  the  rail- 
road-control law  whereby  the  Railroad  Administration  asks  for 
some  "  advice "  from  the  Interstate  Commerce  Commission ;  and 
the  commission  then  enters  upon  an  informal  hearing  in  regard  to  it. 

Here  is  a  mileage  scale  on  class  rates,  which  I  am  holding  in  my 
hand.  I  will  offer  that  in  evidence.  The  United  States  Railroad 
Administration  has  only  submitted  that  tentatively,  and  it  is  asking 
for  the  advice  of  the  commission  on  it.  But  if  the  Railroad  Admin- 
istration is  not  content  with  the  advice  of  the  commission,  there  is 
nothing  at  present  to  prevent  them  putting  it  immediately  into  effect; 
and  that  ought  to  be  corrected  before  such  a  thing  is  done,  realizing 
what  happened  last  June,  when  there  were  thousands  of  requests 
that  came  in  for  a  hearing  on  General  Order  No.  28  before  it  ever 
went  into  effect;  but  they  did  not  have  any  influence  or  weight  with 
the  Railroad  Administration  whatsoever.  Such  a  possibility  as  that 
is  very  dangerous  to  American  industry.  "VVe  want  a  hearing  before 
the  Interstate  Commerce  Commission  before  that  scale  goes  into 
effect,  and  the  commission  ought  to  have  the  authority  under  the  act 
to  pass  upon  whether  it  is  reasonable  or  not. 
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(The  scale  above  referred  to  appears  in  full  below,  as  follows:) 

Standard  scale  of  class  rates  for  southeastern  territory  applying  southern 

classification. 


100 

1 

86 
2 

76 
3 

64 
4 

52 
5 

44 
6 

35 
A 

40 
B 

30 
C 

25 

D 

Miles. 
5          

25 

28 

31 

34 

37 

40 

42 

44 

46 

48 

50 

52 

54 

56 

58 

60 

62 

64 

66 

68 

71 

74 

77 

80 

83 

85 

87 

89 

91 

93 

95 

98 

101 

104 

107 

110 

112 

115 
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121 

124 

127 

130 

133 

135 

138 

140 

143 

145 

148 

150 

1.53 

155 

158 

160 

163 

165 

168 

170 

173 

175 

178 

180 

183 

185 

22 

24 

27 

29 

32 

34 

36 

38 

40 

41 

43 

45 

46 

48 

50 

52 

53 

55 

57 

58 

61 

64 

66 

69 

71 

73 

75 

77 

78 

80 

82 

84 

87 

89 

92 

95 

96 

99 

101 
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107 

109 

112 

114 

116 

119 

120 

123 

125 

127 

129 

132 

133 

136 

138 
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142 

144 

146 
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151 

153 

155 

157 

159 

19 

21 

24 

26 

28 

30 

32 

33 

35 

36 

38 

40 

41 

43 

44 

46 

47 

49 

50 

52 

54 

56 

59 

61 

63 

65 

66 

68 

69 

71 

72 

74 

77 

79 

81 

84 

85 

87 

90 

92 

94 

97 

99 
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112 
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116 
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120 
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125 

128 

129 

131 

133 

135 

137 

139 
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16 
18 
20 
22 
24 
26 
27 
28 
29 
31 
32 
33 
35 
36 
37 
38 
40 
41 
42 
44 
45 
47 
49 
51 
53 
54 
56 
57 
58 
60 
61 
63 
65 
67 
68 
70 
72 
74 
76 
77 
79 
81 
83 
85 
86 
88 
90 
92 
93 
95 
96 
98 
99 
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106 
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109 
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112 
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115 
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118 

13 
15 
16 
18 
19 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
37 
38 
40 
42 
43 
44 
45 
46 
47 
48 
49 
51 
53 
54 
56 
57 
58 
60 
61 
63 
64 
66 
68 
69 
70 
72 
73 
74 
75 
77 
78 
80 
81 
82 
83 
85 
86 
87 
88 
90 
91 
93 
94 
95 
96 

11 
12 
14 

15 
16 
18 
18 
19 
20 
21 
22 
23 
24 
25 
25 
25 
27 
28 
28 
30 
31 
33 
34 
35 
37 
37 
38 
39 
40 
41 
42 
43 
44 
46 
47 
48 
49 
51 
52 
53 
55 
56 
57 
58 
59 
61 
62 
63 
64 
65 
66 
67 
68 
70 
70 
72 
73 
74 
75 
76 
77 
78 
79 
81 
81 

9 
10 
11 
12 
13 
14 
15 
15 
16 
17 
18 
18 
19 
20 
20 
21 
22 
22 
23 
24 
25 
26 
27 
•28 
29 
30 
30 
31 
32 
33 
33 
34 
35 
36 
37 
39 
39 
40 
41 
42 
43 
44 
46 
47 
47 
48 
49 
50 
51 
52 
53 
54 
54 
55 
56 
57 
58 
59 
60 
61 
61 
62 
63 
64 
65 

10 
U 
12 
14 
15 
16 
17 
18 
18 
19 
20 
21 
22 
22 
23 
24 
25 
26 
26 
27 
28 
30 
31 
32 
33 
34 
35 
36 
36 
37 
38 
39 
40 
42 
43 
44 
44 
46 
47 
48 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 

8 
8 
9 

10 
11 
12 
13 
13 
11 
14 
15 
16 
16 
17 
17 
18 
19 
19 
20 
20 
21 
22 
23 
24 
25 
26 
26 
27 
27 
28 
29 
29 
30 
31 
32 
33 
34 
34 
35 
36 
38 
38 
39 
40 
41 
41 
42 
43 
44 
44 
45 
46 
47 
47 
48 
49 
50 
50 
51 
52 
53 
53 
64 
55 
56 

6 

10         

7 

15       

8 

20       

9 

25.     

9 

30 

10 

35                .     

11 

40 

11 

45          

12 

50       

12 

55       

13 

60    

13 

65 

14 

14 

75             

15 

80 

15 

85       

16 

90       

16 

95 

17 

100 

17 

110  

18 

19 

130 

19 

20 

150     

21 

160    

21 

170   

22 

180  

22 

190  

23 

200 

23 

210 

24 

25 

240    

25 

26 

270  

27 

28 

800 

28 

29 

350     

30 

30 

400  

31 

32 

450 

33 

475     

33 

500     

34 

35 

550 

35 

36 

600 

36 

37 

650  

38 

38 

700 

39 

40 

750 

40 

775 

41 

800 

41 

825    ...   .         

42 

850 

43 

875 

43 

900 

44 

45 

950 

45 

46 

1000 

46 
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Standard  scale  of  class  rates  for  southeastern  territory  applying  loestern 

classification. 


100 
1 

85 
2 

70 
3 

60 
4 

47 
5 

51 
A 

40 
B 

30 
C 

25 
D 

20 

E 

Miles. 
5                      

25 
27 
29 
31 
33 
35 
37 
39 
41 
43 
45 
46 
48 
49 
51 
52 
54 
55 
57 
58 
60 
61 
63 
64 
66 
67 
69 
70 
72 
73 
76 
79 
82 
85 
88 
91 
95 
99 
103 
106 
109 
112 
117 
122 
127 
132 
137 
142 
146 
150 
154 
158 
162 
166 
169 
172 
175 
178 
181 
1S4 
187 
190 
193 
196 
199 
202 
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208 
211 
214 

21 
23 
25 
26 
28 
30 
31 
33 
35 
37 
38 
39 
41 
42 
43 
44 
46 
47 
48 
49 
51 
52 
54 
54 
56 
57 
59 
60 
61 
62 
65 
67 
70 
72 
75 
77 
81 
84 
88 
90 
93 
95 
99 
104 
108 
112 
116 
121 
124 
128 
131 
134 
138 
141 
144 
146 
149 
151 
154 
156 
159 
162 
164 
167 
169 
172 
174 
177 
179 
182 

18 
19 
20 
22 
23 
25 
26 
27 
29 
30 
32 
32 
34 
34 
36 
36 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
53 
55 
57 
60 
62 
64 
67 
69 
72 
74 
76 
78 
82 
85 
89 
92 
96 
99 
102 
105 
108 
111 
113 
116 
118 
120 
123 
125 
127 
129 
131 
133 
135 
137 
139 
141 
144 
146 
14S 
150 

15 
16 
17 
19 
20 
21 
22 
23 
25 
26 
27 
28 
29 
29 
31 
31 
32 
33 
34 
35 
36 
37 
38 
38 
40 
40 
41 
42 
43 
44 
46 
47 
49 
51 
53 
55 
57 
59 
62 
64 
65 
67 
70 
73 
76 
79 
82 
85 
88 
90 
92 
95 
97 
100 
101 
103 
105 
107 
109 
110 
112 
114 
116 
118 
119 
121 
123 
125 
127 
12S 

12 
13 
14 
15 
16 
16 
17 
18 
19 
20 
21 
22 
23 
23 
24 
24 
25 
26 
27 
27 
28 
29 
30 
30 
31 
31 
32 
33 
34 
34 
36 
37 
39 
40 
41 
43 
45 
47 
48 
50 
51 
53 
55 
57 
60 
62 
64 
67 
69 
71 
72 
74 
76 
78 
79 
81 
82 
84 
85 
86 
88 
89 
91 
92 
94 
95 
96 
98 
99 
101 

13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
23 
24 
25 
26 
27 
28 
28 
29 
30 
31 
31 
32 
33 
34 
34 
35 
36 
37 
37 
39 
40 
42 
43 
45 
46 
48 
50 
53 
54 
56 
57 
60 
62 
65 
67 
70 
72 
74 
77 
79 
81 
83 
85 
86 
88 
89 
91 
92 
94 
95 
97 
98 
100 
101 
103 
105 
106 
108 
109 

10 
11 
12 
12 
13 
14 
15 
16 
16 
17 
18 
18 
19 
20 
20 
21 
22 
22 
23 
23 
24 
24 
25 
26 
26 
27 
28 
28 
29 
29 
30 
32 
33 
34 
35 
36 
38 
40 
41 
42 
44 
45 
47 
49 
51 
53 
55 
57 
58 
60 
62 
63 
65 
66 
68 
69 
70 
71 
72 
74 
75 
76 
77 
78 
80 
81 
82 
83 
84 
86 

8 
8 
9 
9 
10 
11 
11 
12 
12 
13 
14 
14 
14 
15 
15 
16 
16 
17 
17 
17 
18 
18 
19 
19 
20 
20 
21 
21 
22 
22 
23 
24 
25 
26 
26 
27 
29 
30 
31 
32 
33 
34 
35 
37 
38 
40 
41 
43 
44 
45 
46 
47 
49 
50 
51 
52 
53 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
62 
63 
64 

6 
7 
7 
8 
8 
9 
9 
10 
10 
11 
11 
12 
12 
12 
13 
13 
14 
14 
14 
15 
15 
15 
16 
16 
17 
17 
17 
18 
18 
18 
19 
20 
21 
21 
22 
23 
24 
25 
26 
27 
27 
28 
29 
31 
32 
33 
34 
36 
37 
38 
39 
40 
41 
42 
42 
43 
44 
45 
45 
46 
47 
48 
48 
49 
50 
51 
51 
52 
53 
54 

5 

10 

5 

15              

6 

20        

6 

25  

7 

30 

7 

35               

7 

40    

8 

8 

50 

9 

9 

60          

9 

65 

10 

70 

10 

75              

10 

80 

10 

85  

11 

90 

11 

95  

11 

12 

105 

12 

12 

115                       

13 

13 

125  .  .     

13 

13 

135 

14 

14 

145           

14 

15 

160 

15 

16 

180 

16 

17 

200  

18 

18 

225 

19 

■  20 

255 

21 

21 

285 

22 

22 

325 

23 
24 

375 

25 

400 

26 

425 

27 

28 

475 

29 

500 : 

30 

525 

31 

32 

575 

32 

600 

33 

625 

34 

34 

675 

35 

700 

725 

750 

775 

36 
36 
37 
37 

800 

825 

38 
39 

850 

39 

875 

40 

900 

40 

925 

41 

950 

975 

42 
42 

1000 

43 
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iStandard  scale  of  class  rates  for  "  75%  "  'western  territory,  appUjing  western 

classification. 


100 

1 

85 
2 

70 
3 

60 
4 

47 
5 

51 
A 

40 
B 

30 
C 

25 
D 

20 

E 

Miles 
5           

25 
25 
25 
25 
25 
26 
28 
29 
31 
32 
34 
35 
36 
37 
38 
39 
40 
41 
43 
44 
45 
46 
47 
48 
49 
50 
52 
53 
54 
55 
57 
59 
62 
64 
66 
68 
71 
74 
77 
80 
82 
84 
88 
92 
95 
99 
103 
107 
110 
113 
116 
119 
122 
125 

21 
21 
21 
21 
21 
22 
24 
25 
26 
27 
29 
30 
31 
31 
32 
33 
34 
35 
37 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
50 
53 
54 
56 
58 
60 
63 
65 
08 
70 
71 
75 
78 
81 
84 
88 
91 
94 
96 
99 
101 
104 
106 

18 
18 
18 
18 
18 
18 
20 
20 
22 
22 
24 
25 
25 
26 
26 
27 
28 
29 
30 
31 
32 
32 
33 
34 
34 
35 
36 
37 
38 
39 
40 
41 
43 
45 
46 
48 
50 
52 
54 
56 
57 
59 
62 
64 
67 
69 
72 
75 
77 
79 
■  81 
83 
85 
88 

15 
15 
15 
15 
15 
16 
17 
17 
19 
19 
20 
21 
22 
22 
23 
23 
24 
25 
26 
26 
27 
28 
28 
29 
29 
30 
31 
32 
32 
33 
34 
35 
37 
38 
40 
41 
43 
44 
46 
48 
49 
50 
53 
55 
57 
59 
62 
64 
66 
68 
70 
71 
73 
75 

12 
12 
12 
12 
12 
12 
13 
14 
15 
15 
16 
16 

1? 

18 
IS 
19 
19 
20 
21 
21 
22 
22 
23 
23 
24 
24 
25 
25 
26 
27 
28 
29 
30 
31 
32 
33 
35 
36 
38 
39 
39 
41 
43 
45 
47 
48 
50 
52 
53 
55 
56 
57 
59 

13 
13 
13 
13 
13 
13 
U 
15 
16 
16 
17 
18 
18 
19 
19 
20 
20 
21 
22 
22 
23 
23 
24 
24 
25 
26 
27 
27 
28 
28 
29 
30 
32 
33 
34 
35 
36 
38 
39 
41 
42 
43 
45 
47 
48 
50 
53 
55 
56 
58 
59 
61 
62 
64 

10 
10 
10 
10 
10 
10 

11 

12 
12 
13 
14 
14 
14 
15 
15 
16 
16 
16 
17 
18 
18 
18 
19 
19 
20 
20 
21 
21 
22 
22 
23 
24 
25 
26 
26 
27 
28 
30 
31 
32 
33 
34 
35 
37 
38 
40 
41 
43 
44 
45 
46 
48 
49 
50 

8 
8 
8 
8 
8 
8 
■  8 
9 
9 
10 
10 
11 
11 
11 
11 
12 
12 
12 
13 
13 
14 
14 
14 
14 
15 
15 
16 
16 
16 
17 
17 
18 
19 
19 
20 
20 
21 
22 
23 
24 
25 
25 
26 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

6 
6 
6 
6 

8 
8 
9 
9 
9 
9 
10 
10 
10 
10 
11 
11 
11 
12 
12 
12 
12 
13 
13 
13 
14 
14 
14 
15 
16 
16 
17 
17 
18 
19 
19 
20 
21 
21 
22 
23 
24 
25 
26 
27 
28 
28 
29 
30 
31 
31 

5 

10        

5 

15         

5 

20        

25               

30            

5 

35           

6 

6 

45        

6 

6 

55        

7 

60      

7 

65      ■ 

70      

7 

75    

8 

80 

8 

85    

8 

8 

9 

9 

9 

9 

115   

9 

10 

125    

10 

10 

135  

10 

11 

145       

11 

11 

160      

11 

12 

12 

13 

13 

14 

14 

15 

255    

15 

16 

285  

16 

17 

325      

18 

18 

19 

20 

21 

21 

22 

500  

23 

23 

550 

24 

575 

24 

600    

25 
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standard  scale  of  class  rates  for  "  100%  "  ivcstern  territory  applyiny  toestem 

classification. 


Percentages. 
Classes 


5... 

10.. 

15.. 

20.. 

25.. 

30.. 

35.. 

40.. 

45.. 

50.. 

65.. 

60.. 

65.. 

70.. 

75.. 

80.. 

85.. 

90.. 

«5.. 

100. 

105. 

110. 

115. 

120. 

125. 

130. 

135. 

140. 

145. 

150. 

160. 

170. 

180. 

190. 

200. 

210. 
225. 

240. 
255. 
270. 
285., 
300., 
325.. 
350., 
375. . 
400.. 
425.. 
450.. 
475.. 
500.. 
525.. 
550.. 
575.. 
600.. 
625.. 
650.. 
675.. 
700.. 
725.. 
750.. 
775.. 
800.. 
825.. 
850.. 
875. . 


^  files. 


100 

1 


900.., 
925... 
950... 
975. . . 
1,000. 


25 
27 
29 
31 
33 
35 
37 
39 
41 
43 
45 
46 
48 
49 
51 
52 
54 
65 
57 
58 
60 
61 
63 
64 
66 
67 
69 
70 
72 
73 
76 
79 
82 
85 
88 
91 
95 
99 
103 
lOfi 
109 
112 
117 
122 
127 
132 
137 
142 
146 
150 
154 
158 
162 
166 
169 
172 
175 
178 
181 
184 
187 
190 
193 
196 
199 
202 
205 
208 
211 
214 


21 
23 
25 
26 
28 

,  30 
31 
33 
35 
37 
38 
39 
41 
42 
43 
44 
46 
47 
48 
49 
51 
52 
64 
64 
56 
57 
69 
60 
61 
62 
65 
67 
70 
72 
75 
77 
81 
84 
88 
90 
93 
95 
99 

104 

108 

112 

116 

121 

124 

128 

131 

134 

138 

141 

144 

146 

149 

151 

154 

156 

159 

162 

164 

167 

169 

172 

174 

177 

179 

182 


IS 
19 
20 
22 
23 
25 
26 
27 
29 
30 
32 
32 
34 
34 
36 
36 
38 
39 
40 
41 
42 
43 
44 
46 
46 
47 
48 
49 
60 
61 
53 
55 
57 
60 
62 
64 
67 
69 
72 
74 
76 
78 
82 
85 
89 
92 
96 
99 

102 

105 

108 

111 

113 

116 

118 

120 

123 

125 

127 

129 

131 

133 

135 

137 

139 

141 

144 

146 

148 

150 


15 

16 

17 

19 

20 

21 

22 

23 

25 

26 

27 

28 

29 

29 

31 

31 

32 

33 

34 

36 

36 

37 

38 

38 

40 

40 

41 

42 

43 

44 

46 

47 

49 

51 

53 

56 

57 

59 

62 

64 

66 

67 

70 

73 

76 

79 

82 

85 

88 

90 

92 

95 

97 

100 

101 

103 

105 

107 

109 

110 

112 

114 

116 

118 

119 

121 

123 

125 

127 

128 


12 

13 

14 

15 

16 

16 

17 

18 

19 

20 

21 

22 

23 

23 

24 

24 

25 

26 

27 

27 

28 

29 

30 

30 

31 

31 

32 

33 

34 

34 

36 

37 

39 

40 

41 

43 

45 

47 

48 

50 

51 

63 

55 

57 

60 

62 

64 

67 

69 

71 

72 

74 

76 

78 

79 

81 

82 

84 

85 


89 
91 
92 
94 
95 
96 
98 
99 
101 


13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

23 

24 

25 

26 

27 

28 

28 

29 

30 

31 

31 

32 

33 

34 

34 

35 

36 

37 

37 

39 

40 

42 

43 

45 

46 

48 

60 

53 

64 

66 

57 

60 

62 

65 

67 

70 

72 

74 

77 

79 

81 

83 

85 

86 

88 

89 

91 

92 

94 

96 

97 

98 

100 

101 

103 

105 

106 

108 

109 


10 

11 

12 

12 

13 

14 

15 

16 

16 

17 

18 

18 

19 

20 

20 

21 

22 

22 

23 

23 

24 

24 

25 

26 

26 

27 

28 

28. 

29 

29 

30 

32 

33 

34 

35 

36 

38 

40 

41 

42 

44 

45 

47 

49 

51 

53 

65 

67 

58 

60 

62 

63 

65 


10 

11 

11 

12 

12 

13 

14 

14 

14 

16 

15 

16 

16 

17 

17 

17 

18 

18 

19 

19 

20 

20 

21 

21 

22 

22 

23 

24 

25 

26 

26 

27 

29 

30 

31 

32 

33 

34 

35 

37 

38 

40 

41 

43 

44 

45 

46 

47 

49 

60 

61 

62 

63 

53 

54 

56 

56 

57 

68 

59 

60 

61 

62 

62 

63 

64 


10 

10 

11 

11 

12 

12 

12 

13 

13 

14 

14 

14 

16 

15 

15 

16 

16 

17 

17 

17 

18 

18 

18 

19 

20 

21 

21 

22 

23 

24 

25 

26 

27 

27 

28 

29 

31 

32 

33 

34 

36 

37 

38 

39 

40 

41 

42 

42 

43 

44 

45 

46 

46 

47 

48 

48 

49 

50 

51 

51 

52 

63 

54 
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Standard  scale  of  class  rates  for  "  120%  "  western  territory  apjHyhig  western 

classification. 


100 
1 

85 
2 

70 
3 

60 
4 

47 
5 

51 
A 

40 
B 

30 
C 

25 
D 

20 

E 

Miles. 
5              

25 
29 
33 
37 
40 
42 
44 
46 
48 
50 
54 
55 
58 
59 
61 
62 
65 
66 
68 
70 
72 
73 
76 
77 
79 
80 
83 
84 
86 
88 
91 
95 

102 
106 
109 
114 
119 
124 
127 
131 
134 
140 
146 
152 
158 
164 
170 
175 
ISO 
185 
190 
194 
199 
203 
206 
210 
214 
217 
221 
224 
228 
232 
235 
239 
242 
246 
250 
253 
257 

21 

25 

28 

31 

34 

36 

37 

39 

41 

43 

46 

47 

49 

50 

52 

53 

55 

56 

58 

60 

61 

62 

65 

65 

67 

68 

71 

71 

73 

75 

77 

81 

83 

87 

90 

93 

97 

101 

105 

lOS 

111 

114 

110 

124 

129 

134 

139 

145 

149 

153 

157 

162 

165 

169 

172 

175 

179 

182 

184 

188 

190 

194 

197 

200 

203 

206 

209 

213 

216 

218 

IS 

20 

23 

26 

28 

29 

31 

32 

34 

35 

38 

39 

41 

41 

43 

43 

46 

46 

48 

49 

50 

51 

53 

54 

55 

56 

58 

59 

60 

62 

64 

67 

69 

71 

74 

76 

80 

83 

87 

89 

92 

94 

98 

102 

106 

111 

115 

119 

123 

126 

130 

133 

136 

139 

142 

144 

147 

150 

152 

155 

157 

IfiO 

162 

164 

167 

169 

172 

175 

177 

180 

15 

17 

20 

22 

24 

25 

26 

28 

29 

30 

32 

33 

35 

35 

37 

37 

39 

40 

41 

42 

43 

44 

46 

46 

47 

48 

50 

50 

52 

53 

55 

57 

59 

61 

64 

65 

68 

71 

74 

76 

79 

80 

8-1 

88 

91 

95 

98 

102 

105 

108 

111 

114 

116 

119 

122 

124 

126 

128 

130 

133 

134 

137 

139 

141 

143 

145 

148 

1-50 

152 

154 

12 
14 
16 
17 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
29 
31 
31 
32 
33 
34 
34 
36 
36 
37 
38 
39 
39 
40 
41 
43 
45 
46 
48 
50 
51 
54 
56 
58 
60 
62 
63 
66 
69 
71 
74 
77 
SO 
82 
85 
87 
89 
91 
94 
95 
97 
99 
101 
103 
104 
105 
107 
100 
110 
112 
114 
115 

lis 

119 
121 

13 
15 
17 
19 
20 
21 
22 
23 
24 
26 
28 
28 
30 
30 
31 
32 
33 
34 
35 
36 
37 
37 
39 
39 
40 
41 
42 
43 
44 
45 
46 
48 
50 
52 
54 
56 
58 
61 
63 
65 
67 
68 
71 
74 
78 
81 
84 
87 
89 
92 
94 
97 
99 
101 
104 
105 
107 
109 
111 
113 
114 
116 

lis 

120 
122 
123 
125 
128 
129 
131 

10 
12 
13 
15 
16 
17 
18 
18 
19 
20 
22 
22 
23 
24 
24 
25 
26 
26 
27 
28 
29 
29 
30 
31 
32 
32 
33 
34 
34 
35 
36 
38 
39 
41 
42 
44 
46 
48 
50 
51 
52 
54 
56 
58 
61 
63 
66 
68 
70 
72 
74 
76 
78 
80 
81 
82 
84 
86 
87 
88 
90 
91 
93 
94 
96 
97 
98 
100 
101 
103 

8 
9 
10 
11 
12 
13 
13 
14 
14 
15 
16 
17 
17 
18 
18 
19 
20 
20 
20 
21 
22 
22 
23 
23 
24 
24 
25 
25 
26 
26 
27 
29 
29 
31 
32 
33 
34 
36 
37 
38 
39 
40 
42 
44 
46 
47 
49 
61 
53 
54 
56 
57 
58 
60 
61 
62 
63 
64 
65 
66 
67 
68 
70 
71 
72 
73 
74 
75 
76 
77 

6 
7 
8 
9 
10 
11 
11 
12 
12 
13 
14 
14 
15 
15 
15 
16 
16 
17 
17 
18 
18 
18 
19 
19 
20 
20 
21 
21 
22 
22 
23 
24 
25 
26 
27 
27 
29 
30 
31 
32 
33 
34 
35 
37 
38 
40 
41 
43 
44 
45 
46 
48 
49 
50 
51 
52 
53 
54 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
63 
64 

5 

10             

6 

15           

20           

25         

8 

30      

8 

35     

9 

9 

45    

10 

10 

55              

11 

60         

11 

65        

12 

70         

12 

75         

12 

80       

12 

S5       

13 

13 

95     

14 

14 

105     

14 

15 

115    

15 

15 

125               

16 

16 

135  

17 

17 

145  

17 

18 

160.. 

18 

19 

ISO 

20 

20 

200 

21 

22 

225         .    .  .           

23 

24 

255 

25 

25 

2S5 

26 

27 

325 

28 

29 

375 

30 

32 

425 

33 

34 

475 

35 

36 

525 

37 

38 

575 

39 

40 

625 

41 

41 

675 

42 

700 

43 

725... 

43 

750 

44 

775  

45 

soo 

46 

S25 

46 

850 

47 

875 

48 

000 

48 

925... 

49 

50 

975 

51 

1,000 

51 

ISIr.  Tiior>;e.  That  scale  does  not  attempt  to  disturb  the  long 
interstate  rates  between  territories,  as  I  understand  it,  but  intrater- 
fitorially  it  revises  all  the  class  scales  in  the  South  and  in  the  West. 
There  are  tAvo  kinds  of  rates  in  the  United  States,  generally  speak- 
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ing:  One  applicable  to  commodities;  the  other  applicable  to  classes. 
For  the  convenience  of  the  shipping  public  we  have  divided  several 
thousand  articles  into  classes,  and  then  this  scale  attempts  to  fix 
the  rates  for  certain  distances  on  each  class.  In  the  past  the  class 
rates  have  been  built  up  betAveen  competing  localities,  owing  to  com- 
mercial needs  and  the  justice  of  the  situation,  the  volume  of  traffic, 
the  danuige  involved,  and  so  forth.  There  are  many  factors  to  be 
considered  in  discussing  the  reasonableness  of  rates,  which  I  will 
not  stop  to  enumerate. 

Senator  Poin  dexter.  Does  this  proposed  mileage  scheme  of  rates 
apply  only  to  class  rates? 

Mr.  Thorne.  Yes,  sir.  In  certain  territories  the  relative  amount 
of  traffic  moving  on  class  rates  is  small,  and  in  others  it  is  large;  but 
whether  it  is  large  or  small,  if  you  are  shipping  on  class  rates  it  is 
big  to  you.  When  you  realize  that  there  are  5,000  to  8,000  articles 
so  shipped — that  is,  5,000  to  8,000  items  of  that  character — you  can 
appreciate  its  relative  importance.  In  official  classification  terri- 
tory I  do  not  understand  this  class  scale  to  apply;  but  now  let  me 
give  you,  if  I  can,  a  picture  of  what  that  will  cause:  Friday  I 
Avas  describing  the  w\ay  they  developed  the  class  scale  in  the  East. 
Originally,  along  in  the  70's,  a  clerk  in  the  Pennsylvania  of- 
fices, I  believe  devised  what  is  known  as  the  "McGraham  scale." 
They  revised  the  rates  in  official  classification  territory,  using  the 
following  basic  factors:  Allowing  6  cents  for  the  two  terminals  in 
a  25-cent  rate  between  New  York  and  Chicago,  the}'  divided  the 
balance,  19  cents,  by  the  then  distance,  which  I  believe  was  912  miles, 
to  get  the  rate  per  mile  for  the  haul.  They  added  the  terminal  cost 
to  the  haulage  cost,  and  thereby  you  would  determine  the  rate  for 
any  intermediate  point.  For  instance,  if  you  were  400  miles  out, 
you  would  multiply  400  by  that  decimal  fraction  and  get  the  haul- 
age charge,  and  then  add  6  cents  to  it,  for  a  terminal  charge,  to 
get  the  whole  charge  from  central  freight  association  territory 
to  New  York ;  that  is  based  substantially  on  distance.  The  percentage 
that  rate  bore  to  the  Chicago-New  York  rate  of  25  cents,  determined 
the  percentage  applicable  to  all  other  rates  at  that  point.  Then,  it 
was  immediately  found  that  competing  localities  were  entitled  to 
consideration.  If  you  get  your  raw  material  in  the  same  territory, 
and  market  your  finished  product  in  the  same  territory,  you  ought 
to  have  an  equality  of  rate  structure  to  enable  you  to  compete  on 
an  even  basis;  and  that  resulted  in  developing  groups  in  central 
freight  association  territory.  I  have  a  map  here  showing  those 
groups,  which  have  gradually  evolved  in  that  territory.  This  map 
is  gotten  out  by  the  railroads'  classification  committee.  You  gentle- 
men are  perhaps  familiar  with  it.  I  am  calling  attention  to  it  now 
just  so  that  you  may  glance  at  it. 

Senator  Poikdexter.  What  is  the  principle  on  which  the  group- 
ing is  made? 

Mr.  Thorxe.  Various  things  will  go  into  it.  The  competitive 
factor  is  the  chief  element  involved.  The  principle  of  grouping 
rates  is  recognized  all  over  that  territory.  Take  points  on  the  Mis- 
sissippi Eiver:  Regardless  of  the  length  of  haul  from  New  York, 
you  group  the  points  from  Dubuque  down  to  St.  Louis  in  the  same 
group  on  traffic  eastbound  and  westbound.     On  traffic  to  the  Far 
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West  you  do  the  same.  If  you  observed  the  strict  mileage  basis  you 
could  not  possibly  allow  for  the  necessity  of  placing  these  cities  that 
are  on  a  competitive  basis  in  such  a  condition  that  they  could  com- 
pete on  an  equality  with  each  other.  It  is  necessary  to  American  in- 
dustry that  these' groups  be  maintained,  and  disturbed  as  little  as 
possible — only  when  a  complainant  is  able  to  show  that  he  is  not  in 
the  group  to' which  he  belongs,  and  asks  for  a  revision,  and  shows 
that  he  is  entitled  to  a  revision.  Only  under  such  conditions  should 
a  regrouping  be  ordered. 

Senator  Pomerene.  These  groups  are  the  result  of  25  years  of 
experience,  and  before  they  are  changed  there  should  be  a  hearing? 

Mr.  Thorne.  Before  a  disinterested  body  with  authority  to  act. 

Senator  Kellogg.  You  do  not  agree  with  Mr.  Woolley's  idea,  then, 
that  the  whole  country  could  be  put  on  a  strictly  mileage  basis  ? 

Mr.  Thorn E.  Absolutely,  no.  I  think  Mr.  Woolley  has  perhaps 
been  misinterpreted  if  it  is  understood  that  he  said  that. 

Senator  Kellogg.  I  do  not  think  I  have  misquoted  him,  because  he 
said  so, 

Mr.  Thorne.  Well,  Senator,  that  would  be  disastrous  to  Ameri- 
can industry.  Here  you  have  an  attempt — and  I  understand  it  is 
indorsed  by  a  number  of  people  connected  with  the  Railroad  Ad- 
ministration— to  bring  that  about.  Here  is  a  letter  from  the  chair- 
man of  the  Interstate  Commerce  Commission  to  the  United  States 
Eailroad  Administration,  under  date  of  November  19,  1918.  I  will 
read  just  a  paragraph  from  it: 

"  The  substitution  of  distance  as  a  basis  for  the  class-rate  scales 
in  these  territories  would  generally  and  materially  alter  the  long- 
existing  relationship  of  rates  to  and  from  competing  places.  A  thor- 
ough investigation,  at  which  all  interested  or  affected  parties  are 
given  opportunity  to  be  heard,  will  be  one  of  great  magnitude  in- 
volving infinite  complications  and  conflicts  of  interests,  and  will 
necessarily  occupy  a  long  period  of  time." 

Senator  Kellogg.  Will  you  explain  that?  As  I  understand,  this 
proposed  classification  was  put  up  to  the  Interstate  Commerce  Com- 
mission for  their  advice,  and  they  advised  against  going  ahead  on  a 
hearing,  did  they  not? 

Mr.  TiiORNE.  For  a  while. 

Senator  Kellogg.  Yes;  because  it  would  readjust  all  the  rates,  or  a 
greater  part  of  the  class  rates,  of  the  United  States? 

Mr.  Thokne.  Yes;  they  have  not  declined  to  conduct  hearings; 
they  have  just  postponed  them.  I  want  to  call  your  attention 
to  Rate  Authority  No.  3204.  This  proposes  an  advance  of  approxi- 
mately 2  cents  per  hundred  pounds  in  rail  rates  on  grain  traffic  from 
Chicago,  St.  Louis,  and  related  points  to  the  eastern  terminals.  The 
advance  covers  both  local  and  reshipping  rates.  It  also  covers  both 
the  domestic  and  export  rates.  Now,  that  was  to  have  gone  into 
effect  February  15,  1919.  There  is  some  movement  of  grain  by 
lake  and  rail  that  ought  to  be  encouraged,  but  the  statistics  I  have 
show  that  the  volume  moving  by  rail  is  from  5  to  10  times  as  large 
as  that  by  lake  and  rail.  Here  was  a  sweeping  advance  in  the 
freight  rates  on  a  staple  commodity,  without  any  semblance  of  a 
hearing  before  any  tribunal,  either  the  Railroad  Administration 
or  the  Commission.    What  happened  was  that  certain  markets  had 
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their  representatives  go  to  the  Railroad  Administration  and  ask 
for  tliis  advance  in  the  rail  rates,  in  order  to  get  a  reduction  in  the 
lake  and  rail  rates. 

Senator  Pomerene.  What  do  yon  mean  by  "markets"?  Certain 
localities? 

Mr.  Thorne.  New  York  and,  I  understand,  Chicago,  participated 
in  it.  Those  gentlemen  do  not  care  much  how  high  the  rate  is.  There 
are  two  classes  of  shippers  in  the  United  States;  one  is  the  fellow 
who  can  pass  the  advance  on  immediately,  if  competing  localities  are 
on  an  equality:  the  other  class  of  shippers  are  those  that  have  to  ab- 
sorb the  advance.  The  oil,  live-stock,  and  grain  shippers  are  those 
that  have  to  absorb  it — that  is,  generally  speaking,  the  oil  inter- 
ests have  to,  because  they  are  competing  with  a  pipe-line  transpor- 
tation facility;  and  the  grain  shipper  has  to  because  the  price  of 
grain  at  the  local  point  of  production  is  the  price  of  grain  at  th& 
market,  less  the  freight  rate;  and  so  also  the  live-stock  producer.. 
This  order-  would  involve  for  each  one  of  those  cooperative  ele- 
vators from  $1,000  to  $3,000  a  year.  Sometimes  they  have  a  pretty 
hard  time  making  both  ends  meet.  They  are  entitled  to  a  hearing  on. 
that:  they  have  never  had  it.  Lately,  after  a  very  vigorous  pro- 
test by  telegraph,  letter,  and  in  person,  the  rate  authority  has  been 
withdrawn  temporarily. 

Senator  Pomerene.  Your  position,  I  understand,  is  that  the  freight 
rates,  if  advanced,  should  be  relatively  advanced?  You  are  not 
claiming,  are  you,  that  there  was  discrimination,  for  instance,  be- 
tween the  freight  rates  on  oil  and  live  stock  in  favor  of  others ;  that 
is  not  your  idea  ? 

Mr.  Thorne.  Oh,  no.  Senator.     This  advance  was  a  new  advance 
effective  February  15;  that  is,  next  month,  and  was  in  addition  to 
the  advances  already  put  in  on  grain  traffic. 
Senator  Pomerene.  Yes. 

Mr.  Thorne.  And,  by  the  way,  the  advance  on  coarse  grains — corn, 
oats,  rye  and  barley — in  the  grain  belt  is  from  40  to  60  per  cent  in- 
stead of  25  per  cent.,  We  filed  a  protest  and  the  hearings  are  still 
in  progress.  In  regard  to  that — talk  about  promptness — the  railroad 
administration  has  not  yet  made  its  decision  as  to  that,  and  we  filed 
a  protest  last  June.  I  took  a  typical  elevator  at  Eagle  Grove,  Iowa, 
and  it  involves  $2,400  a  year  for  that  one  elevator,  in  addition  to  the 
25  per  cent.  That  is  relatively  small,  but  consider  when  there  are 
2,000  or  3,000  elevators  that  may  be  affected  what  it  amounts  to;  and 
the  Railroad  Administration  has  not  yet  closed  that  case.  We  also 
filed  a  complaint  with  the  Interstate  Commerce  Commission,  thinking 
that  Ave  would  get  speedy  action  from  one  or  the  other,  and  their 
hearings  are  still  pending:  but  in  the  meanwhile  the  rates  are  in 
effect.  Again,  they  have  recently  proposed— and  these  are  now  all 
in  addition  to  the  25  per  cent  increase — to  put  into  effect  an  advance 
of  from  30  to  300  per  cent  in  terminal  switching  charges  in  Illinois 
without  any  hearing  before  anybody  that  I  ever  heard  of. 

Senator  Pomerene.  Your  statement  is  as  to  Illinois.  Why  in  Illi- 
nois rather  than  in  other  States? 

;Mr.  Thorne.  I  think  it  is  just  a  start.  I  have  here  in  my  hand 
Perishable  Freight  Tariff  No.  1.  Let  us  consider  that  volume.  I 
understand  there  are  some  sweeping  revolutionary  changes  in  these 
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rules  and  regulations.  Now,  in  ordinary  procedure  the  men  affected 
would  have  a  hearing  before  a  disinterested  body,  and  the  body 
hearing  it  should  have  authority  to  act  before  the  rules  become 
effective,  but  you  are  not  going  to  get  it  if  this  law  remains  as  it  is. 

These  things  are  of  great  magnitude.  I  do  not  know  whether 
you  gentlemen  have  seen  Consolidated  Classification  No.  1  or  not. 
It  is  a  volume  of  considerable  size,  proposing  10,000  changes  in  rates, 
rules,  and  regulations  throughout  the  United  States;  and  in  those 
changes  there  are  twice  as  many  advances  as  there  are  reductions. 
There  are  3,857  increases  in  ratings,  1,840  reductions  in  ratings.  Car- 
load ratings  eliminated,  141;  number  of  increases  in  minimum 
weights,  1,135 ;  number  of  reductions  in  minimum  weights,  363 ;  num- 
ber of  carload  minimum  weights  to  which  rule  34  is  added  as  a  sliding 
scale,  subjecting  them  to  a  sliding  scale  of  minimimi  weights,  220; 
number  of  additions,  3,234;  total  number  of  changes,  10,790. 

Senator  Pomereke.  Just  state  for  the  record  what  it  is  you  are 
reading  from. 

Mr.  Thorne.  This  is  from  a  report,  printed  in  the  Traffic  World  by 
the  consolidated  classification  committee  appointed  b}^  the  United 
States  Eailroad  Administration.     It  is  their  own  computation. 

Senator  Thompson.  You  say  they  are  all  made  without  hearing? 

Mr.  Thorne.  Yes. 

Senator  Pomerene.  Just  give  the  date  of  that  publication,  so  it 
may  be  identified. 

Mr.  Thorne.  Yes.  This  is  the  Traffic  World  of  June  29,  1918, 
page  1412.  Some  time  ago  there  was  some  proposition  by  a  railroad 
man  that  the  commission  should  only  have  jurisdiction  over  rates, 
and  that  rules  and  regulations  might  well  go  to  another  body  for 
determination.  I  want  to  say  that  you  can  change  some  rules,  regu- 
lations, and  minimums  that  will  have  exactly  the  same  effect  as  the 
change  of  a  rate.  I  represented  manufacturers  of  excelsior  pads, 
where  two  firms  handled  about  90  per  cent  of  the  traffic.  There  was 
a  change  in  the  rating  and  the  carload  minimum  on  excelsior  that 
would  have  cost  one  firm  $60,000  a  year.  Now,  the  evidence  on  that 
when  it  was  submitted  was  sufficient  and  the  railroads  withdrew  their 
advance. 

Another  proposition  involved  storage  tanks,  and  a  change  in  that 
minimum  would  have  cost  one  firm  $20,000  a  year.  That  matter  was 
presented  at  Chicago,  and  when  the  evidence  was  introduced,  in 
about  five  minutes  it  was  cancelled — withdrawn  by  the  railroads. 
That  was  a  decision  in  the  right  way,  but  consider  the  speed  and 
facility  with  which  you  can  decide  matters  involving  $20,000  and 
$60,000.  The  advance  I  described  on  tea  the  other  day  amounted 
to  about  $460,000  a  year  to  one  firm,  and  the  case  was  tried  and  de- 
cided in  about  one  week.  The  Railroad  Administration  deserves 
credit  for  this,  because  it  was  a  change  they  had  made  in  General 
Order  No.  28,  and  they  decided  it  was  unwise.  But,  on  the  other 
side  of  the  ledger,  supposing  it  had  not  been  done,  and  supposing 
you  consider  the  thousands  that  will  not  be  properly  presented,  be- 
cause of  lack  of  notice  and  lack  of  time;  and  consider  those  matters 
upon  which  no  hearing  at  all  was  granted. 

Next,  I  want  to  call  your  attention  to  the  situation  in  Kansas. 
When  I  leave  here  I  go  to  several  hearings,  but  first  I  want  to  de- 
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scribe  the  one  at  Kansas  City.  They  are  proposing  to  vv^ipe  out  all 
the  Kansas  rates  on  oil,  crude  and  refined,  fixed  by  an  act  of  the 
legislature;  and  they  have  a  Kansas  commission  there  also.  They 
are  absolutely  ignoring  the  Kansas  commission,  and  having  the 
hearing  before  this  Railroad  Administration  committee. 

Suppose  the  Kailroad  Adndnistration  makes  an  order  increas- 
ing the  rates,  and  suppose  you  take  it  into  court,  and  suppose 
it  is  carried  to  the  Supreme  Court  of  the  United  States  before  you 
get  a  final  adjudication;  in  the  meantime,  all  these  rates  are  in  effect. 
Tliat  liearing  will  be  on  January  30,  Next  Thursday  there  is  a  hear- 
ing in  Omaha  in\olving  similar  changes  throughout  Nebraska.  On 
February  6  the  United  States  Railroad  Administration  will  conduct 
a  hearing  at  Chicago,  contemplating  the  elimination  of  all  com- 
modity rates  on  naphtha  and  petroleum  distillates  that  enter  into 
refined  products,  and  putting  them  all  on  the  class-rate  basis 
throughout  the  Southwest  in  certain  territory,  interstate  and  State. 
If  that  kind  of  change  is  made,  the  refineries  in  the  midcontinent 
field  that  are  dependent  on  rail  transportation  as  distinguished  from 
pipe  line  transportation,  for  the  crude,  are  going  to  be  most  seriously 
injured,  and  they  are  all  alarmed  about  it.  It  unsettles  business. 
Tliey  do  not  know  how  much  their  naphtha  is  going  to  cost  them 
next  month. 

In  freight  transportation  when  you  eliminate  a  commodity  rate 
and  substitute  a  class  rate,  it  sometimes  causes  an  enormous  advance. 
Further,  we  have  recently  been  notified  that  the  railroad  committees 
in  the  Southwest  have  been  preparing  a  mileage  distance  scale  to 
take  the  place  of  all  existing  commodity  rates  on  oil  in  the  South- 
west. In  some  cases  it  will  mean  an  advance  of  from  50  to  100  per 
cent,  if  that  scale  goes  into  effect,  which  was  reported  to  be  under 
consideration  some  time  ago. 

The  Interstate  Commerce  Commission  has  made  an  elaborate  in- 
vestigation of  those  rates  in  the  Southwest  in  the  midcontinent  case 
several  years  ago,  and  they  have  all  suffered  the  4^  cents  advance, 
which  is  approximately  equivalent  to  the  25  per  cent  increase.  I 
represent  60  refineries  down  there,  and  I  can  not  describe  to  you  the 
alarm  that  this  announcement  has  occasioned. 

If  Avhat  we  know  as  to  the  oil  industry  applies  to  other  competing 
industries  of  like  character,  where  a  disturbance  in  the  rate  relation- 
ship is  a  matter  of  vital  importance,  these  revolutionary  changes  that 
are  under  consideration  are  a  very  seriou.s  factor  in  our  business 
affairs  at  the  present  moment.  During  this  reconstruction  period, 
when  things  are  so  uncertain,  at  least  give  us  stability  on  our  rate 
structure. 

Here  is  a  proposition  before  one  of  the  committees,  to  eliminate 
the  transportation  of  messengers  in  charge  of  banana  shipments. 
Another  committee  has  under  consideration  the  cancellation  of  the 
return  trip  for  caretakers  of  live  stock.  I  hold  in  my  hand  emer- 
gency docket  No.  427,  which  proposes  the  elimination  of  the  naphtha 
rates. 

Senator  Townsend.  Dated  when? 

Mr.  Thorne.  Dated  November  26,  1918.  This  is  typical  of  the 
dockets  that  they  issue.  We  wa'ote  and  asked  for  a  hearing  on  that. 
In  some  way  it  was  overlooked,  and  the  hearing  was  not  granted, 
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and  then  a  recommendation  was  made  by  the  Kansas  City  committee 
to  the  Chicago  committee,  and  the  Chicago  committee  lias  granted 
a  hearing  which  will  be  on  the  6th  of  next  month. 

(The  emergency  docket  above  referred  to  appears  in  full  below  as 
follows:) 

Unttkd  States  Railroad  Administration, 
Division  of  Traffic — Western  Territory, 

Kansas  City,  Mo.,  November  26,  1918. 
The  following  oniertiency  sulijoct  will  be  promptly  considered  by  this  com- 
mittee.    Those  desiring  to  present  their  views  should  offer  same  immediately, 
giving  reference  to  above  file  and  subject  number : 
Subject :  Petroleum  oil  and  products. 

A.  Proposed  to  cancel  all  rates  on  naptha.  crude  naptha,  unfinished  naptha, 
unfinished  lubricating  oil,  lubricating  distillates,  petroleum  distillates,  and 
gasoline,,  carload,  between  points  in  Arkansas,  Louisiana,  Oklahoma,  and  Texas, 
and  interstate  points,  which  are  less  than  the  standard  refined-oil  rates,  making 
the  standard  refined-oil  rates  applicable  thereon. 

B.  Also  to  establish  a  rate  of  24^  cents  on  refined  petroleum  oil  and  articles 
taking  same  rates  from  Kansas  gas  belt,  including  Wichita,  Kans.,  and  .Toplin, 
Mo.,  to  McManu  and  Shamrock,  Okla.,  and  a  rate  of  39i  cents  on  refined  pe- 
troleum oil  and  articles  taking  same  rates,  Gainesville,  Tex.,  to  Delaware. 
Nowata,  and  Watova,  Okla. 

Argument  for  change :  Claimed  conuuodities  named  in  paragraph  A  are  of 
equal  or  greater  value  than  refined  oil  and  other  articles  ordinarily  included, 
therewith  and  transportation  conditions  not  dissimilar. 

The  specific  rate  named  in  paragraph  B  to  cover  traffic  now  moving  under 
special  rates  which  would  be  canceled  under  paragraph  A,  there  being  no  re- 
fined-oil commodity  rate. 

D.  R.  Lincoln,  Chairman. 

Mr.  Thorne,  Here  is  a  typical  letter  from  the  traffic  manager  of 
the  Postum  Cereal  Co.,  dated  Battle  Creek,  Mich..  January  22,  1919, 
and  addressed  to  me.  I  sent  this  gentlemen,  whom  I  know,  copies  of 
certain  statements,  and  here  is  his  comment : 

I  have  read  them  both  with  very  great  interest  and  consider  the  position 
you  have  taken  in  the  case  of  the  shipper  is  absolutely  the  situation  as  it  exists 
to-day,  and,  in  fact,  you  could  have  gone  further  by  saying  that  burdens  are 
being  imposed  upon  us  which  if  carried  on  indefinitely  must  result  in  the  abso- 
lute bankruptcy  of  a  good  many  manufacturing  concerns. 

The  railroad  companies  now  appear  to  have  no  regard  whatever  for  the  in- 
terest of  the  shipping  public,  and  there  seems  to  be  no  recourse,  inasmuch  as 
the  same  power  that  fixes  the  rates  also  decides  upon  their  reasonableness,  and 
naturally  we  can  not  hope  for  any  relief  until  Congress  places  the  railroads 
where  they  belong  and  gives  the  right  of  appeal  from  the  judgment  of  men  who 
have  no  knowledge  whatever  of  existing  conditions  and  are  placing  burdens  that 
are  almost  impossible  to  bear. 

Of  course,  there  is  the  right  of  appeal  to  the  Interstate  Commerce 
Commission  after  the  rates  are  in  effect 

I  also  call  your  attention  to  what  is  happening  in  regard  to  the 
Illinois  rates.  The  railroads  i:)roposed  the  cancellation  of  existing 
commodity  and  class  rates  in  Illinois  and  the  substitution  of  class 
rates  on  everything,  with  a  very  few  exceptions.  The  hearing  pro- 
gressed for  some  time,  and  then  it  was  dismissed. 

Senator  Pomerene.  Let  me  ask  you  this.  I  asked  the  same  ques- 
tion with  regard  to  another  statement  which  you  made  a  moment 
ago:  Why  is  this  limited  to  Illinois  alone?  You  spoke  of  the  modi- 
fication of  class  and  commodity  rates.  I  do  not  understand  why  that 
is  confined  to  Illinois. 

Mr.  Thorne.  In  this  particular  case  there  is  a  reason.  Illinois  is 
on  the  dividing  line  between  three  classification  territories — official, 
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Avestcrn,  uiul  soiitliern — and  the  rcailroads  had  secured  certain  rates 
by  order  of  the  Interstate  Commerce  Commission  in  Central  Freight 
Association  territory,  which  consists,  roughly  speaking,  of  Ohio, 
Indiana,  and  Michigan.  Illinois  is  considered  to  be  in  official  classi- 
fication territory  on  traffic  to  and  from  the  East.  On  traffic  to  and 
from  the  West' it  is  in  western  classification  territory.  The  rail- 
roads now  want  to  extend  to  the  Mississippi  River  the  class  scales 
that  thev  have  secured  the  establishment  of  by  the  Interstate  Com- 
merce Commission  in  Indiana,  Ohio,  and  Michigan,  although  two- 
thirds  of  the  traffic  in  the  State  is  handled  by  western  roads;  and  it 
is  the  contention  of  the  shippers  that  it  belongs  in  western  classi- 
fication territory. 

But  I  am  not  asking  you  to  pass  upon  the  merits  of  the  controversy. 
I  am  merely  asking  you  to  guarantee  us  that  we  will  have  a  hearing 
before  some  disinterested  body  before  the  controversy  is  decided. 

In  Illinois  they  are  proposing  a  revolutionary  change  in  com- 
modity rates  and  class  rates.  The  advances  on  oil  average  for 
one  refiner  over  54  per  cent,  and  this  is  in  addition  to  the  4r|  cents 
advance  he  has  already  paid  under  General  Order  No.  28.  The 
Indiana  commission  filed  an  application  with  the  Railroad  admin- 
istration asking  for  Illinois  to  be  put  upon  the  Indiana  basis,  and 
the  hearings  have  progressed  before  the  Railroad  Administration 
committees.  The  committees  can  give  a  fair  hearing  as  to  the  relation- 
ship between  rates,  undoubtedly,  but  the  temptation  to  get  more 
revenue  is  always  there,  and  if  this  change  is  brought  about  it  will 
mean  a  tremendous  increase  in  revenues  in  Illinois,  and  the  tempta- 
tion to  grant  the  application  of  the  Indiana  commission,  of  course, 
is  apparent. 

Senator  Townsend.  Under  present  conditions  are  the  people  of 
Illinois  discriminated  against,  considering  the  rates  in  Indiana,  Mich- 
igan, and  Ohio? 

Mr.  Thorne.  The  Indiana  commission  claims  that  Indiana  is  dis- 
criminated against  by  the  Illinois  rates,  and  they  can  come  before 
you  with  lots  of  arguments  in  favor  of  their  position;  but  I  am  not 
thinking  of  asking  you  to  pass  upon  the  merits  of  the  case. 

In  my  suggestion  for  restoration  of  the  suspension  powers  of 
the  Interstate  Commerce  Commission  I  include  the  different  pro- 
visions of  the  law  as  it  existed  at  the  time  the  railroads  were  taken 
over  by  the  Government.  Now,  in  that,  of  course,  you  know  there 
is  the  -1  months'  and  the  10  months'  suspension,  the  railroads  sug- 
gesting that  it  ought  to  be  limited  to  60  days,  or  a  shorter  time. 
I  think  that  you  gentlemen  will  probablj^  agree  that  there  is  not 
much  probabilit}'  of  another  stupendous  increase  in  wages,  after  the 
one  now  under  consideration,  which  I  understand  will  be  announced 
March  1. 

Senator  Kellogg.  How  much  of  an  increase  is  that  to  be? 

Mr.  Thorne.  They  estimate  it  from  $60,000,000  to  $100,000,000. 
If  it  were  $100,000,000,  an  advance  in  freight  and  passenger  rates 
of  3  or  4  per  cent  would  take  care  of  it,  or  a  fluctuation  of  traffic 
might  take  care  of  it — an  increase  in  volume;  and  in  connection 
with  that  you  have  to  consider  the  results  of  the  past  year.  If 
the  advances  in  rates  had  been  in  effect  during  the  entire  year, 
I  think,  if  you  leave  out  of  consideration  any  substantial  increases  in 
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compensation  going  to  the  carriers  over  and  above  the  basis  guar- 
anteed under  the  act,  there  would  have  been  a  surplus  of  $200,000,000 
to  $300,000,000  during  the  year  1918;  but  if  the  advances  in  wages 
had  been  in  effect  during  the  entire  year — remembering  that  lots 
of  them  became  effective  subsequent  to  the  1st  of  July — and  the 
rates  had  been  in  effect  the  entire  3'ear,  I  think  there  would  have  been 
a  substantial  surplus.  I  will  not  venture  a  statement  of  the  amount; 
I  have  seen  it  estimated. 

Senator  Kellogg.  We  can  arrive  at  that  by  taking  the  time  from 
July  1,  and  eliminating  all  back  payments  of  wages.  We  can  get 
a  fair  estimate  of  what  they  are,  can  we  not? 

Mr.  Thorne.  If  none  of  them  reverted  back  to  July  1.  For  m- 
stance,  supposing  some  of  them  came  in  effect  in  November,  and 
they  did  not  get  back  pay  on  it ;  I  do  not  know  whether  that  is  the 
case  or  not;  but  that  would  change  your  computation.  During  the 
coming  year,  if  the  traffic  remains  substantially  as  it  has  been  dur- 
ing the  past  year,  and  there  are  no  more  substantial  increases  in 
rates  or  wages,  figures  that  I  have  seen  indicate  a  surplus  for  the 
coming  year.  There  are  several  important  qualifications  there.  In 
estimating  the  increases  in  rates,  it  will  not  do  to  take  the  figure 
given  in  the  press  the  other  day  of  $900,000,000,  because  I  think  it 
exceeds  that.  We  have  had  more  than  25  per  cent  increase  in  pas- 
senger traffic ;  38  to  40  per  cent,  anyway ;  and  the  advances  in  freight 
rates  have  averaged  more  than  25  per  cent,  in  my  judgment,  it 
is  true  that  there  are  some  things  upon  which  a  maximum  was 
established.  On  live  stock  it  was  25  per  cent  with  7  cents  as  a  maxi- 
mum, and  on  wheat  it  was  25  per  cent  with  6  cents  as  a  maximum. 
On  some  commodities,  like  cement,  I  believe  there  was  a  flat  advance 
of  2  cents,  and  on  sand,  gravel,  and  crushed  stone,  I  believe  it  was  1 
cent.     I  can  not  say  Avhether  that  amounted  to  25  per  cent  or  not. 

Senator  Pomerexe.  Your  thought  is  that  the  change  in  classifica- 
tion would  itself  operate  to  increase  the  rates  above  25  per  cent? 

Mr.  Thorne.  Yes;  and  there  were  no  changes  in  State  classifica- 
tions except  in  arriving  at  the  minimums.  There  are  other  changes 
that  exceded  25  per  cent.  For  instance,  I  am  advi'^ed  that  the  ad- 
vance on  coal  in  the  Southwest  ranged  from  10  to  100  per  cent ;  and 
men  came  forward  with  figures  showing  advances  ranging  all  the 
way  from  50  to  300  per  cent  on  various  articles.  I  think  it  is  very 
safe  to  say  that  the  advance  is  much  in  excess  of  25  per  cent  on  an 
average.  Considering  that  situation  and  that  there  will  be  no  prob- 
ability of  further  large  advances  in  wages;  also  considering  the  very 
great  probability  of  substantial  reductions  in  the  cost  of  supplies — 
coal  and  others;  I  understand  coal  contracts  are  generally  made 
April  1 — and  considering  the  fact  that  we  are  not  in  war,  I  believe 
you  gentlemen  will  be  eminently  safe  in  assuming  that  there  will 
not  exist  the  emergencj^  necessity  that  they  claimed  existed  justifying 
General  Order  No.  28,  without  hearing,  during  the  ensuring  year. 

In  other  Avords,  there  will  be  no  demand  for  a  sweei)ing  general 
advance  of  five  hundred  million  or  a  billion  dollars  in  rates.  There 
will  be  occasion  for  individual  changes  here  and  there,  and  that  is  the 
class  of  cases  where  Ave  are  entitled  to  a  hearing.  Now,  as  to  the 
necessity  for  immediate  action  in  that  class  of  cases  where  there  are 
individual  cities  or  companies  involved :  I  think  I  do  not  need  to  en- 
large on  that.    If  you  have  a  case  in  court,  you  know  how  anxious  you 
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are  for  a  fair  and  impartial  hearing,  and  that  is  the  way  we  feel  about 
it.  These  arc  vast  sums  of  money.  The  rate  structure  affects  an 
industry  much  more  than  the  avcraoe  court  case  alfects  the  litigants. 

The  most  striking  illustration  that  I  have  ever  heard,  illustrating 
the  relative  importance  of  a  rate  adjustment,  and  how  delicately 
industry  is  adjusted  in  accordance  Avith  the  rate  structure,  is  the 
testimony  of  Mr.  Hugo  L.  Cooper,  at  Keokidc,  Iowa.  We  secured 
an  adjustment  of  rates,  so  as  to  place  Keokuk,  Dubuque,  and 
other  north-Mississippi  River  towns  on  the  same  basis  with  St. 
Louis.  They  were  already  in  the  St.  Louis  group  on  traffic  to  and 
from  the  West,  and  we  wanted  them  placed  in  the  St.  Louis  group 
on  traffic  to  and  from  the  East.  Mr.  Cooper  was  one  of  our  leading 
witnesses,  and  he  is  a  man  who  has  built' more  water  power  than  any 
other  three  men  that  ever  lived  on  the  face  of  the  earth. 

I  asked  him  if  he  knew  of  any  estimate  by  experts  as  to  the  cost 
of  power  per  hundred  pounds  in  the  typical  average  manu- 
ture  of  a  staple  commodity.  He  said  "  yes,"  that  he  was  ac- 
quainted Avith  estinuites  made  in  the  making  of  flour,  and  that  it 
averaged  in  the  neighborhood  of  If  cents  a  hundred  pounds.  This 
was  several  ^ears  ago.  At  that  time  St.  Louis  had  an  advantage 
over  Keokuk  of  9  cents  on  first  class,  4  cents  on  sixth  class,  and 
relatively  on  the  intermediate  classes.  On  the  basis  of  Mr.  Coo])er''s 
testimony,  the  readjustment  of  a  little  rate  structure,  ranging  from 
4  to  6  cents  per  hundred  pounds,  was  more  important  to  the  in- 
dustrial development  of  Keokuk,  several  times  over,  than  the  build- 
ing of  the  Keokuk  dam  at  the  very  doors  of  Keokuk,  at  a  cost  of 
$25,000,000.  If  the  citizens  of  Keokuk  had  built  that  dam  out  of 
their  own  pockets,  and  then  had  oifered  a  manufacturing  concern 
poAver  free  of  cost  if  they  would  only  locate  at  Keokuk,  it  would 
have  paid  that  concern  better  to  go  to  Quincy  or  St.  Louis,  under 
the  then  existing  rate  structure,  than  to  go  to  Keokuk  and  get  their 
power  free  of  cost. 

A  little  difference  of  1  to  5  cents  a  hundred  pounds  in  the  freight 
rate  Avill  dictate  the  success  or  failure  of  a  manufacturing  enterprise, 
other  things  being  equal.  I  knoAV  that  there  are  other  things  much 
more  important — the  genius  of  the  man  at  the  head  of  the  enterprise, 
his  executiA^e  ability,  his  acquaintance,  his  ability  to  select  assistants ; 
all  of  those  factors  go  to  determine  the  success  or  failure  of  an  enter- 
prise; but  those  things  being  equal,  the  rate  structure  Avill  control 
the  success  or  failure  by  a  difference  of  1-or  2  cents  a  hundred  pounds, 
according  to  the  location  and  rates  of  its  competitors. 

Now,  that  is  my  ground  for  urging  the  Avisdom  of  not  disturbing 
this  rate  relationship  without  adequate  hearing.  The  objections 
that  I  have  heard  to  a  suspension  of  rates  pending  a  hearing  can  be 
summarized,  I  think,  under  tAA^o  propositions.  First,  the  delay  and 
the  consequent  loss  of  revenue,  when  they  need  the  money.  Second, 
that  conditions  may  change  during  the  interim,  Avhile  you  are  haA- 
ing  the  hearings.  The  last  proposition  AA^as  made  by  Mr.  Cuyler 
Avhen  he  Avas  testifying  here.  Let  us  consider,  briefly,  that  first 
proposition  about  the  need  for  more  rcA'enne.  It  is  the  very  fact 
that  conditions  may  change  that  justifies  us  in  asking  adequate 
opportunity  for  proper  analysis.  Net  revenues  go  up  and  clown 
from  month  to  month.    The  results  at  one  time  are  not  a  fair  index 
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of  Avhat  they  are  going  to  be.  You  can  not  take  one  month  as  a  test. 
The  Interstate  Commerce  Commission  in  1910  had  occasion  to  con- 
sider that  very  proposition.  Mr.  Commissioner  Prouty  said,  If 
tliis  record  demonstrates  anything,  it  is  that  a  period  of  a  few 
months  or  even  years  is  not  a  sufficient  index  as  to  the  conditions. 

Last  March  a  year  ago — that  is,  in  March,  1917 — the  raih'oads 
came  to  the  Interstate  Commerce  Commission  and  demanded  an  im- 
mediate advance  in  freight  rates  without  hearing.  That  was  the 
hitter  part  of  March,  when  the  figures  for  February  were  just  com- 
ing in,  and  the  figures  for  February  did  look  very  bad.  There  was 
an  actual  deficit  op  the  Pennsylvania  Co.,  the  first  time  that 
that  had  occurred  for  many  years.  The  Pennsylvania  system,  as  a 
whole,  showed  a  decline,  I  Believe,  of  one-third  or  one-fourth  from 
what  it  was  the  preceding  month,  and  also  a  decline  of  one-third  or 
one-fourth  from  what  it  was  for  the  corresponding  month  in  the 
preceding  year.  The  railroads  said  they  were  facing  a  crisis  and 
they  demanded  immediate  relief.  The  shippers  organized.  Now, 
there  is  a  certain  class  of  shippers  that  did  not  have  any  objection — 
those  representing  jobbers  and  manufacturers  generally  speaking — 
if  the  rate  relationships  were  preserved,  they  did  not  object  to" the 
advance.  Another  class  of  shippers,  including  the  producer  and 
people  who  could  not  pass  the  burden  on,  and  the  oil  people  who 
had  to  ship  in  competition  with  pipe-line  competition,  dicl  object. 
There  was  a  hearing  before  the  connnission.  and  before  the  hearings 
closed — the  commission  denied  the  immediate  advance  without  hear- 
ing— and  before  the  hearings  closed  a  complete  change  occurred  in 
the  revenues  of  the  railroacls.  For  the  month  of  March  the  net  in- 
come for  the  Pennsylvania  system — I  will  give  you  the  exact  figures; 
I  think  it  increased  10  times  what  it  was  in  February,  if  I  remembei* 
correctly. 

Senator  Pomereke.  That  is  ]March,  1917? 

Senator  Townsend.  March.  1917. 

Senator  Kellogg.  I  thought  vou  said  it  had  no  net  in  February? 

Mr.  Thorne.  That  was  the  Pennsylvania  Co.  I  now  refer  to  the 
"  system."  We  prepared  an  exhibit  on  this  and  introduced  it  before 
the  Interstate  Commerce  Commission,  and  I  will  file  it,  if  you  will 
permit  me  to.  Before  the  close  of  the  year  it  developed  that  the 
1917  net  revenue  was  the  greatest  in  the  history  of  our  railroads, 
with  only  one  exception — 1916 — and  yet  February  gave  indications 
of  an  absolute  crisis  coming.  Following  out  the  same  line.  I  had 
an  exhibit  compiled  showing  the  fluctuations  for  other  months  com- 
pared to  previous  years.  It  will  increase  5.  10,  -10  per  cent,  then  drop 
down  5,  10,  30  per  cent,  varying  from  time  to  time.  The  crop  con- 
ditions, and  many  other  factors,  will  cause  a  temporary  change  of 
large  magnitude.  It  is  the  steady  tendency  over  a  period  that  counts. 
Every  time  there  is  a  depression,  even  for  a  year,  if  you  advanced 
the  rates,  then  when  a  prosperous  year  comes,  if  you  do  not  reduce 
them,  you  are  going  to  have  a  constantly  ascending  scale  of  rates. 
If  I  were  to  come  here  to-day  and  say  that  last  month  or  last  year 
showed  a  great  increase  in  revenues  and.  therefore,  I  wanted  a  re- 
duction in  rates,  it  would  not  be  countenanced  for  an  instant.  They 
would  say,  "Let  us  look  at  the  figures  for  the  years  before  that; 
you  can  not  judge  bv  this  short  period,"  and  they  would  be  right  m 
making  that  claim.  '  Therefore,  I  say  that  under  normal  conditions 
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it  is  not  necessary  to  have  an  immediate  decision  on  these  rate  cases. 
The  handling  of  the  record  is  a  xovy  \ixvg,c  task.  Yoii  must  not  only 
analyze  net  revenue  for  preceding"  years  and  determine  tendencies, 
but  you  must  analyze  their  maintenance  accounts  and  their  prop- 
ert.y  investment  accounts  and  their  surplus  accounts,  etc.  The  record, 
consequently,  becomes  quite  voluminous.  To  give  you  an  example, 
I  have  an  exhibit  here,  prepared  by  the  railroads— a  large  vohune  of 
statistics.  That  is  only  one  exhibit.  There  were  many  others  oifered. 
The  records  range  all  the  way  from  3000  or  4.000  to  10,000  pages. 
On  the  individual  advance  or  reduction  certainly  the  argument  in 
favor  of  an  immediate  decision  applies  equally.  For*  instance,  if 
you  adopt  the  doctrine  that  when  the  railroads  ask  for  an  advance 
the  commission  shall  decide  within  60  days,  then  when  a  shipper  is 
asking  for  a  reduction  you  should  require  the  commission  to  decide 
within  60  days  or  else  let  the  reduction  go  into  etfect.  One  is  just 
as  reasonable  as  the  other;  both  of  them  are  unreasonable.  The 
shipper  is  more  vitally  concerned  in  his  particular  reduction  than 
the  railroad  is  in  that  particular  advance,  because  the  railroad  has 
so  many  commodities  to  deal  with,  and  its  revenues  will  not  be  ma- 
terially affected  by  an  individual  rate;  while  the  shipper  may  lose 
his  business  unless  he  can  get  a  readjustment  to  put  him  on  an 
equality  with  his  competitor  in  a  certain  locality. 

For  instance,  take  the  Ranger  field  in  Texas,  which  has  come 
forward  as  a  great  producer  of  oil.  Now,  here  is  the  Ardmore  group 
that  pays  5  cents  more  per  hundred  pounds  on  its  outgoing  ship- 
ments than  group  3  in  Oklahoma  on  traffic  to  the  northeast,  ex- 
cepting that  going  through  Memphis.  On  the  combined  shipment, 
the  Ardmore  man  is  paying  5  cents  more  per  hundred  pounds 
than  his  competitors  in  group  3;  because  he  gets  the  crude  in  at 
the  same  rate  as  his  competitors,  but  on  the  outbound  he  has  to  pay 
5  cents  more.  It  is  important  that  he  get  a  revision  as  soon  as 
possible.  I  submit  that  if  you  are  going  to  adopt  the  rule  that  the 
railroads'  cases  should  be  decided  in  60  days,  the  shippers'  cases 
should  also  be  decided  in  60  days.  It  is  a  poor  rule  that  does  not 
work  both  ways. 

Senator  Kellogg.  As  I  understand,  your  argument,  in  the  main, 
has  been  addressed  to  the  proposition  that  we  ought,  during  the 
remainder  of  Government  operation,  to  restore  the  interstate  rom- 
merce  law  and  the  State  laws  just  exactly  as  they  were  before  Gov- 
ernment control,  so  that  the  Interstate  Commerce  Commission  and 
the  State  commissions  may  have  their  former  jurisdiction,  and  the 
provisions  of  the  law  as  to  suspensions  and  hearings,  etc.,  may  again 
become  effective? 

]Mr.  Thorne.  No:  I  have  not  said  anything  about  the  State  com- 
missions. 

Senator  Kellogg.  You  did  not  include  the  State  commissions? 

INIr.  Thorxe.  No  ;  I  will  in  a  moment. 

Senator  Kellogg.  Then,  leave  them  out.  Do  you  think  we  should 
grant  an  extension  of  five  years  of  Government  operation? 

Mr.  Thorne.  Senator.  I  think  it  will  not  be  necessary  to  have  any 
such  extended  time  to  determine  these  issues. 

Senator  Kellogg.  Do  you  or  the  shippers  that  you  represent  favor 
Government  ownership  of  the  railroads  ? 
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Mv.  Thoiine.  The  shippers  that  I  represent  do  not.  I  personally 
think  that  there  are  lots  of  arguments  on  both  sides  of  the  question, 
and  I  have  never  yet  taken  a  public  position  in  favor  of  Govern- 
ment ownership.    I  have  given  arguments  on  both  sides. 

Senator  Pomerene.  You  say  you  have  given  arguments  on  both 
sides  ? 

Mr.  Thokne.  Yes,  sir ;  I  mean  I  have-  tried  to  see  both  sides  of 
the  question. 

Senator  Pomerene,  Let  us  have  them,  printed  in  parallel  columns, 
so  that  we  can  have  the  benefit  of  both  views. 

Mr.  Thor^'e.  I  will  make  them  at  the  same  time.  There  are  argu- 
ments in  favor  of  Senator  Cummins's  proposition,  which  involves 
Government  ownership. 

Senator  Kellogg.  I  was  talking  about  Government  oAvnership  and 
operation. 

Mr.  Thorne.  Well,  he  does  not  contemplate  that. 

Senator  Kellogg.  I  was  asking  if  you  favor  Government  owner- 
ship and  operation. 

Mr.  Thorne.  No,  sir ;  I  have  not  dismissed  that  issue  at  this  time. 

Senator  Kellogg.  I  understand  your  clients,  these  shippers'  as- 
sociations, do  not  favor  either  Government  ownership  or  Govern- 
ment ownership  and  operation? 

Mr.  Thorne.  I  would  say  that  the  overwhelming  sentiment  is 
opposed  to  Government  ownership  and  operation  at  the  present 
time. 

Senator  Kellogg.  On  this  question  of  the  State  commissions,  what 
you  have  been  testifying  to  has  been  in  favor  of  the  restoration  of 
the  interstate  commerce  law.  What  have  you  to  say  about  the  State 
commissions  ? 

Mr.  Thorne.  I  think  the  law,  as  it  now  stands,  takes  care  of  the 
State  commission  proposition.  Section  15  of  the  railroad  control 
law  provides  that  "  nothing  in  this  act  shall  be  construed  to  amend, 
repeal,  impair,  or  atfect  the  existing  laws  or  powers  of  the  States  in 
relation  to  taxation  or  the  lawful  police  regulations  of  the  several 
States,  except  wherein  such  laAvs,  powers,  or  regulations  may  affect 
the  transportation  of  troops,  war  materials,  Government  supplies, 
or  the  issue  of  stocks  and  bonds." 

Now,  as  to  the  interpretation  of  what  "  police  regulations  "  mean, 
the  Supreme  Court,  in  Munn  v.  Illinois,  which  was  an  epoch-mak- 
ing decision,  the  leading  case  in  regard  to  the  subject  of  public  regu- 
lation, discussed  the  subject  of  police  powers  and  police  regulations. 
The  two  terms  are  used  quite  synonymously  in  various  decisions  of 
the  Supreme  Court  that  I  can  cite  you,  if  desired;  and  in  Munn  v. 
Illinois,  the  Supreme  Court,  speaking  of  police  powers,  said: 

Tn  their  exercise  it  has  heen  ciistoinary  in  England  from  time  immemorial, 
and  in  this  country  from  its  first  colonization,  to  regulate  fei'ries,  common  car- 
riers, hackmen,  bakers,  millers,  wharfingers,  iini  keeiiers.  etc..  and  in  so  doing 
to  fix  a  maximum  of  charge  to  be  made  for  services  rendered,  accommodations 
furnished,  and  articles  sold.  To  this  day  statutes  are  to  be  found  in  many  of 
the  States  upon  some  or  all  of  these  subjects,  and  we  think  it  has  never  yet 
been  successfully  contended  that  such  legislation  came  within  any  of  the  con- 
stitutional prohibitions  against  interference  with  private  property. 

Senator  Kellogg.  There  is  not  any  question  that  the  States  ex- 
ercise all  their  power  of  regulation  of  railroads,  including  the  fix- 
ing of  rates,  under  what  is  known  as  the  "  police  power,"  is  there? 
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Mr.  Thorne.  No;  not  to  my  mind. 

Senator  Kellogg.  Then,  do  you  recommend  that  in  the  regula- 
tion of  the  raih-oads  in  the  future  the  States  shall  have  the  same 
power  of  regulation  and  the  fixing  of  rates  and  the  regulation  of 
railroads  that  they  now  have;  I  mean,  that  they  had  before  they 
were  taken  over  by  the  Government  ? 

Mr.  TiiOKNE.  Senator  Kellogg,  that  precipitates  an  extended  dis- 
cussion that  I  Avould  like  very  much  to  avoid  at  the  present  time, 
for  this  simple  reason:  I  do  not  think  it  necessary  to  make  any 
change  in  the  existing  railroad  law  as  to  States.  Some  shippers 
are  opposed  to  the  present  laws  as  between  the  State  and  the  inter- 
state commissions,  and  some  are  in  favor  of  them.  There  was  a 
period  when  there  was  a  great  uncertainty  as  to  the  functions  of 
the  State  commissions  and  the  Interstate  Commerce  Commission. 
At  the  time  of  the  Minnesota  rate  case  there  were  eight  States  that 
had  70  cases  pending  in  the  Federal  courts,  involving  that  proposi- 
tion, and  we  intervened  and  filed  a  brief  in  that  case.  Within  60 
days  after  that  decision,  practically  all  of  those  cases  were  dis- 
missed by  the  railroads.  I  think  I  am  safe  in  saying  that  the  Shreve- 
port  case,  coming  later,  has  so  clarified  the  situation  that  now  it  is 
generally  accepted  that  whenever  there  is  an  unjust  burden  on  in- 
terstate commerce  created  b^^  the  act  of  a  State,  it  can  be  reviewed 
and  rectified  by  the  Interstate  Commerce  Commission.  At  first  there 
was  delay  in  getting  the  matter  in  controversy  adjusted.  Now  it  is 
being  handled  more  expeditiously,  because  the  law  has  become  crys- 
tallized. 

Senator  Kellogg.  While  section  15  of  the  railroad  act  preserves 
the  police  powers  and  regulations,  except  where  such  laws,  powers, 
or  regulations  affect  the  transportation  of  troops,  war  materials, 
or  supplies,  yet  under  section  10  of  the  act  the  Federal  Railroad  Ad- 
ministration does  exclusively  fix  rates,  not  only  for  interstate  com- 
merce bat  for  intrastate  commerce?  Whether  it  has  a  right  to  or 
not.  it  does  it,  does  it  not? 

Mr.  Thcrne.  Yes. 

Senator  Kellogg.  You  think  the  powers  of  the  separate  commis- 
sions must  be  preserved  as  they  were  prior  to  the  Railroad  Admin- 
istration ? 

Mr.  Thorne.  I  have  not  said  that.  Senator. 

Senator  Kellogg.  What  have  you  said  ? 

Mr.  Thorne.  I  say  that  there  is  no  need  to  enter  upon  a  discussion 
of  that  at  the  present  time;  that  I  am  willing  and  content  that  the 
law  should  stand  as  it  is  as  to  that. 

Senator  Kellogg.  That  answers  my  question. 

Mr.  Thorne.  I  am  quite  confident  that  you  gentlemen  meant  to 
exclude  the  subject  of  rates.  Section  15,  at  the  close  of  your  law, 
says  nothing  preceding  it  shall  modify  or  change  the  existing  police 
power  of  the  States.  Of  course,  it  is  impossible  for  me  to  say  what 
was  in  the  minds  of  the  legislators  when  the  measure  was  drawn; 
but  the  original  bill  provided  as  follows — and  I  have  here  a  photo- 
graph of  that  measure — "  That  nothing  in  this  act  shall  be  con- 
strued to  amend,  repeal,  impair,  or  affect  existing  laws." 

Senator  Pomerene.  Let  me  suggest  that  it  is  now  within  about 
seven  minutes  of  12,  and  the  Senate  convenes  this  morning,  and  I, 
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for  one,  must  be  on  the  floor  of  the  Senate,  and  if  there  is  no  ob- 
jection, I  will  have  the  committee  recess  now  until  to-morrow. 
Have  you  any  objection,  Senator? 

Senator  Townsend.  No. 

Senator  Pomerene.  Then,  I  think  we  will  recess  now  until  to- 
morrow at  10  o'clock,  and  we  can  take  this  matter  up  again  at  that 
time. 

(Whereupon,  at  11.55  o'clock  a.  m.,  the  committee  adjourned  until 
Tuesday,  January  28,  1919,  at  10  o'clock  a.  m.) 


FA'TE.NSION  OF  TE.NURE  OF  GOVEKiNMENT  CONTROL  OF 
RAILROADS. 


TUESDAY,  JANUARY  28,   1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington^  I).  C. 
The  committee  met,  pursuant  to  adjournment,'  at  10  o'clock  a.  m.. 
Senator  Atlee  Pomerene  presiding. 

Senator  Poimerene.  The  committee  will  please  come  to  order.  I 
have  learned  that  Mr.  Thorne  can  not  be  here  this  morning.  In 
the  event  that  he  does  not  appear  here  again,  he  will  be  granted 
leave  to  file  a  further  brief.  We  will  hear  Mr.  Fulbright  this 
morning. 

STATEMENT  OF  MR.  R.  C.  FULBRIGHT. 

Senator  Pomerene,  State  your  name,  place  of  residence,  and  the 
interests  you  represent. 

Mr.  FtTLBRiGHT.  R.  C.  Fulbright,  Houston,  Tex.,  representing  the 
Southwestern  Industrial  Traffic  League,  Texas  Industrial  Traffic 
League,  and  Texas  Association  of  Commerce;  and,  I  might  say,  the 
Texas  Readjustment  Conference,  out  of  which  this  organization 
was  formed. 

I  am  presenting  herewith  a  resolution  adopted  by  the  Southwest- 
ern Industrial  Traffic  League  at'Dallas,  Tex.,  on  January  13,  1919, 
relating  to  railroads  and  express  companies.  Similar  action  had 
theretofore  been  taken  by  the  Texas  Industrial  Traffic  League;  and 
the  Texas  Association  of  Commerce  passed  a  resolution  on  January 
11  which  was  substantially  the  same  as  this  resolution,  with  the  ex- 
ception that  it  contained  no  recommendation  for  the  establishment 
of  regional  commissions. 

The  first  mentioned  resolution  is  as  follows : 

Wliereas,  tlie  Congress  of  the  United  States,  in  response  to  the  message  of  the 
President,  is  now  considerinji"  the  passage  of  legislation  relating  to  the  own- 
ership, control,  and  operation  of  the  railroads  of  the  United  States  after  the 
war ;  and 
Whereas,  the  Sonthwestern  Indnstrial  Trafiif  Leagne,  in  meeting  assemhled,  has 

given  consideration  to  the  problems  now  confronting  the  Nation  ;  and 
Whereas,  it  is  deemed  proper  at  this  time  to  make  snggestions  to  Congress  as 
to  tiie  attitude  of  this  body  toward  the  transportation  problems;  therefore, 
be  it 

Raolrcd,  That— 

(1)  This  organization  is  opposed  lo  the  i^rinciple  of  (Jovernment  ownersliip 
and  operation  as  being  destrnctive  of  American  initiative  sind  against  the  inter- 
ests of  the  American  public,  and  believes  that  it  is  for  the  best  interest  of  the 
public  that  the  railways  and  express  companies  now  operated  by  the  Federal 
Government   be   returned    to   the   owners   of  such   properties    and    competitive 
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conditions  restored  as  soon  as  adeiiuatc  reconstruction  legislation  can  be  accom- 
plished. 

(2)  We  further  favor  the  enactment  of  such  laws  as  will  secure  a  unified 
system  of  control  of  railroad  and  express  rates,  fares,  regulations  and  prac- 
tices, both  interstate  and  intrastate,  under  the  authoi-ity  of  nonpartisan  com- 
missions, whicli  shall  be  as  far  removed  from  political  control  as  possible,  and 
the  establishment  of  regional  regulative  bodies  to  be  composed  of  nonpartisan 
members  who  are  familiar  with  traffic  and  transportation  conditions  in  the 
regions  for  which  they  act. 

(3)  We  further  express  our  disappi'oval  of  the  plan  suggested  by  the  com- 
mittee of  railway  executives  recommending  that  a  cabinet  position  be  created 
by  Congress,  to  be  known  as  the  Director  or  Secretary  of  Transportation. 

(4)  We  favor  the  regulation  of  the  issuance  of  railway  securities  by  State 
and  National  laws,  and  i-egu1ation  providing  for  assistance  by  the  National 
Treasui-y  of  railway  improvements  and  extensions,  which  are  urgently  needed 
by  the  shipping  public,  where  such  assistance  is  proi)erly  safeguarded  by  first 
mortgage  claims  against  the  improvements  so  constructed,  such  assistance  to  be 
granted  under  the  control  of  a  Fedei-al  regulative  body,  which  has  authority  to 
permit  the  construction  of  the  improvements. 

(5)  While  favoring  the  maintenance  of  healthy  competition,  we  believe  the 
Interstate  Tommerce  Connnission  should  have  power  to  prevent  competitive 
waste  by  eliminating  circuitous  routes  and  controlling  service,  and  to  compel 
diversion  of  traffic  and  control  routing  to  prevent  or  eliminate  congestion  at 
ports  or  terminals,  and  we  further  favor  the  pooling  of  ecpiipment  and  unifica- 
tion of  terminals  under  Federal  control,  with  power  in  the  regidative  body  to 
provide  for  due  compensation  for  use  of  property. 

(6)  We  believe  that  the  Interstate  Connnerce  Connnission  shoidd  have  the 
power  to  make  minimum  rates. 

(7)  We  further  favor  the  jidjudication  of  wage  disjiutes  between  railways 
and  their  employees  before  a  nonpartisan  l>ody,  not  subject  to  jmlitical  control, 
and  legislation  guaranteeing  to  the  public  the  uninten-upted  functiouing  of  the 
ti-ansportation  facilities  to  the  end  that  the  productive  and  manufacturing  in- 
dustries of  the  Nation  may  be  hereafter  iirotected  from  tli(>  disasters  which 
would  follow  susi)ension  of  operations. 

(8)  We  further  believe  that  the  police  powers  of  the  several  States  should 
be  preserved,  particulai-ly  with  reference  to  the  acts  and  operations  of  railways, 
their  agents  and  servants,  which  affect  the  iniblic  health,  public  morals,  and 
l)ublic  safety,  and  also  the  right  to  require  the  railways  to  maintain  adequate 
station  facilities  to  serve  the  public  efficiently,  and  that  the  States  should  retain 
such  other  powers  as  they  now  enjoy  not  inconsistent  with  the  r(M)rganization 
program  herein  advoc;it(Ml.  and  we  furthei'  l)elieve  tlmt  the  right  of  the  States 
to  provide  by  law  for  liability  of  conunon  carriers,  for  liability  on  account  of 
torts,  and  negligent  acts  of  railway  companies,  and  to  i)rovide  the  forum  for 
trial  of  all  claims  relating  thereto  should  be  fully  preserved. 

(9)  Finally,  pending  the  accomplishment  of  a  program  of  reconstructive 
legislation,  we  earnestl.v  recommend  that  Congress  immediately  enact  Senate 
bill  No.  5020.  or  some  similar  measure,  and  restore  to  the  Interstate  Connnerce 
Commission  the  power  over  rates  pronndgated  by  the  Railroad  Adndnistration, 
and  that  this  power  of  susiiension  be  preserved  at  all  times,  whether  the  rail- 
)-oads  are  ojierated  by  the  Government  or  by  the  owners,  and  we  call  upon  the 
Railroad  Adndnistration  to  take  such  steps  as  can  I>e  appropriately  taken 
toward  restoring  the  oi'ganl/aticnis  of  the  various  systems  and  lines  of  railways, 
so  that  upon  the  I'eturn  of  the  properties  to  the  owners  the  lines  can  proceed  at 
once  with  the  performance  of  all  of  their  functions  as  ade(]uately  ;ind  efficiently 
as  under  private  c<mipetitive  conditions  and  upf»n  a  fair  earning  basis. 

Before  discussing  this  resolution  I  wish  to  state  more  particularly 
the  interests  represented.  Tlie  Texas  Industrial  Traffic  League  is 
an  organization  of  ]:)ractically  all  of  the  important  shipping  indus- 
tries of  the  State  of  Texas,  including  all  of  the  commercial  organi- 
zations of  the  princi])al  toAvns  and  cities  of  Texas,  and  has  a  member- 
ship of  several  hundred,  and,  indirectly,  through  the  several  traffic 
organizations,  of  .several  thousand.  The  Southwestern  Industrial 
Traffic  League  is  similar  in  character  and  embraces  the  territory  of 
Texas.  Arkansas.  Oklahoma,  anrl  Louisiana  west  of  the  Mississippi 
River. 
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On  the  day  the  armistice  became  effective  these  two  leagues  were 
holdino:  a  joint  meetinc:  at  Dallas.  Tex.,  and  at  that  time  appointed 
a  special  legishitive  connnittee  made  np  from  the  members  of  both 
leagnes,  for  the  purpose  of  considering  the  railroad  problems,  can- 
vassing public  sentiment  in  the  territory,  and  arriving  at  some  rec- 
ommendations to  be  presented  to  Congress  with  reference  to  the  re- 
construction problems  affecting  transportation,  as  well  as  questions 
which  were  then  considered  as  acute  and  needing  immediate  atten- 
tion. This  committee  consisted  of  the  followings  members:  U.  S. 
Pawkett,  traffic  manager  of  the  San  Antonio  Freight  Bureau.  San 
Antonio,  Tex. ;  Paul  B.  Smith,  secretary  and  manager  of  Oklahoma 
Jobbers'  Association,  Ardmore,  Okla. ;  W.  V.  Hardie,  secretary  of 
Oklahoma  Traffic  Association,  Oklahoma  City;  H.  M.  (Gregory,  sec- 
retary and  traffic  manager  of  Arkansas  Jobbers'  and  Manufactiu'ers' 
Association.  Little  Rock,  Ark:  C.  D.  Mowen.  traffic  manager.  Fort 
Smith  Freight  Bureau,  Fort  Smith,  Ark.;  L.  F.  Daspit.  traffic  man- 
ager, Shreveport  Chamber  of  Commerce;  Shreveport,  La.:  H.  D'. 
Driscoll.  secretary  Waco  Chamber  of  Commerce,  AVaco.  Tex.:  Ed.  P. 
Byars,  secretary  Fort  Worth  Chamber  of  Commerce,  Fort  Worth, 
Tex. ;  A.  W.  Reeves,  secretarv  of  El  Paso  Commerce  Association,  EI 
Paso,  Tex.;  and  R.  C.  Fulbright.  of  Houston,  Tex. 

All  of  the  gentlemen  named  are  industrial  traffic  men,  with  the  ex- 
ception of  myself,  and  in  a  meeting  on  November  12, 1918, 1  was  made 
chairman  of  the  joint  committee. 

At  the  Dallas  meeting,  just  mentioned,  a  resolution  was  passed  ask- 
ing that  the  rate  regulatory  powers,  including  the  power  of  suspen- 
sion, be  immediately  restored  to  the  Interstate  Commerce  Commis- 
sion, and  that  the  State  commissions  and  courts  be  again  invested 
with  their  powers  enjoyed  prior  to  the  Government  control  of  rail- 
roads. The  sentiment  upon  this  was  unanimous,  and  it  was  consid- 
ered apart  from  the  questions  of  reconstructive  legislation  which 
should  be  considered  by  Congress  affecting  the  return  of  the  railroads 
to  private  control.  It  was  also  unanimously  agreed  that  the  rail- 
roads should  be  returned  to  private  control  and  competitive  condi- 
tions restored  when  adequate  legislation  could  be  worked  out,  all' 
lecognizing  that  some  reconstructive  legislation  would  be  proper- 
before  the  railroads  were  returned. 

We  were  not  aware  that  on  the  preceding  day  Senator  Cummins 
had  introduced  Senate  Bill  No.  5020  (which  has  now  been  modified' 
by  Senate  Bill  No.  .5284.  which  carries  out  more  adequately  the- 
changes  we  advocate),  which  provided  exactly  what  we  desired  Con- 
gress to  do  immediately,  but  as  soon  as  we  learned  of  this  bill  havings 
been  introduced  we  canvassed  sentiment  generally,  and  found  that 
the  shipping  public  in  our  territory  was  strongly  in  favor  of  the 
enactment  of  such  a  law  as  soon  as  possible.  Under  the  Railroad  Ad- 
ministration we  were  being  confronted  with  changes  and  adjust- 
ments which  affected  commercial  relations  more  or  less  seriously,  and 
had  no  way  of  telling  just  when  such  changes  were  to  become  opera- 
tive. Some  changes  were  made  almost  before  we  were  aware  of  any 
such  change  being  contemplated,  and  without  sufficient  opportunity 
for  us  to  be  heard  with  respect  to  the  propriety  of  the  change.  In 
addition  thereto  there  were  numerous  proposals  being  set  dow^n  for 
conference  by  the  various  district  freight  traffic  committees  of  the- 
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administration,  and  in  many  cases  we  felt  that  we  should  have  the 
opportunity  of  a  hearing  before  a  nonpartisan  body,  such  as  the  In- 
terstate Commerce  Commission,  before  these  proposals  were  finally 
enacted.  So  far  as  I  have  been  able  to  ascertain  there  is  no  exception 
to  the  desire  on  the  part  of  the  public  that  Congress  immediately 
take  action  on  this  matter,  for  we  recognize  that  the  Railroad  Admin- 
istration will  probably  continue  to  act  for  some  months — or  perhaps 
^ome  two  years— during  which  time  every  rate  adjustment  in  the 
country  can  be  changed  and  be  made  effective  before  we  have  any 
opportunity  of  a  hearing  by  the  commissions  which  have  been  created 
for  such  purpose. 

It  is  for  this  reason  that  we  desire  Congress  to  take  immediate 
action,  leaving  the  large  questions  of  reconstructive  legislation  to 
be  woi'ked  out  after  thorough  investigation.  Furthermore,  it  is 
generally  felt  that  some  date  should  be  fixed  for  the  return  of  the 
railrcad^.  in  order  that  the  railroads  and  the  public  may  know  what 
to  expect.  This  date  would  necessarily  have  to  be  set  some  months 
in  advance,  and  in  the  interim  the  Railroad  Administration  might 
see  fit  to  continue  to  change  rate  adjustments.  This  criticism  is  not 
intended  as  a  wholesale  condemnation  of  the  acts  of  the  Railroad 
Administration.  Many  of  the  changes  Avere  made  necessary  and 
many  of  them  have  been  for  the  purpose  of  removing  discrimina- 
tions or  inequalities  which  needed  immediate  correcticn.  But.  on 
the  other  hand,  there  were  many  radical  proi^osals  Avhich  Ave  felt 
should  be  carefully  investigated,  since  they  affected  various  indus- 
tries in  a  most  vital  way. 

Senator  Po^mehene.  Are  you  speaking  of  rates  or  classifications, 
or  both? 

Mr.  FrLBKiGHT.  I  am  speaking  now  particularly  of  rates.  I  Avant 
to  say.  in  that  connection,  that  there  have  been  six  different  pro- 
posals of  advances  Avhich  are  more  or  less  vital  to  the  cottonseed 
])roducts  industry  of  our  State.  That  is  a  very  important  industry, 
and  that  has  stirred  our  people  up  very  much.  Upon  some  of  these 
])roposals  hearings  ha\"e  been  had  before  regulating  bodies,  and 
ihey  have  failed  to  secure  their  desires  in  them. 

For  example,  on  cottonseed  oil.  carload,  they  are  seeking  to  ad- 
vance those  rates  very  substantially,  in  addition  to  the  25  per  cent 
advance  which  Avas  attempted  by  the  railroads  in  connection  with 
the  Shreveport  case.  They  failed  to  get  the  advance  in  the  ShreA-e- 
]jort  case.  Noav.  they  seek  to  put  that  advance  in,  and  Avithout  a 
hearing  ujxju  the  question  of  AAdiether  or  not  that  advance  should 
l)e  granted.  They  put  it  in  under  the  guise  of  a  proposition  to  make 
the  rates  on  vegetable  oils  uniform,  without  suggesting  any  scale 
whatever.  Noav,  they  call  us  into  a  conference  before  the  com- 
mittee on  the  question  of  making  these  rates  uniform. 

Senator  Pomekene.  Whom  do  you  mean  by  the  "  conuuittee?"'' 

Mr.  FuLBRiGHT.  The  district  freight  traffic  committee  of  the  Rail- 
road Administration.  There  is  not  a  representative  of  the  railroads 
present  to  give  us  any  idea  of  Avhat  is  in  their  minds.  No  evidence 
is  submitted  by  any  re])vesentative  of  the  Railroad  Administration. 
They  seek  to  get  from  us  all  evidence  that  Ave  may  giAc  in  respect 
to  the  proposition,  but  we  do  not  have  a  hearing;  we  simply  submit 
to  them  our  views,  and  they  make  up  their  oavu  data  and  Ave  can 
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not  see  it;  it  is  cdiiHcU'iitial,  and  it  is  forwarded,  and  under  the  guise 
<if  uniformity  we  are  about  to  ha\e  inflicted  upon  us  a  very  heavy 
inci-ease  in  the  rates  on  this  very  inii)()rtant  coniniodity. 

Senator  Pomkrexk.  That  is,  tliey  have  the  benefit  of  your  views, 
but  you  are  not  permitted  to  have  the  benefit  of  their  views  ^ 

Mr.  P\ti,bright.  It  is  a  one-sided  conference,  absolutely.  They 
proposed  to  readjust  all  the  lumber  rates  in  the  State.  The  lumber 
men  got  together  and  organized  and  went  U|)  'there  in  big  for  e. 
We  asked  who  worked  out  this  proposal.  It  had  many  things  in  it 
that  we  tlid  not  understand.  There  was  no  representative  of  the 
railroatls  ])resent  to  answer  our  questions.  The  chairman  of  the 
district  freight  traffic  (onunittee  finally  stated  that,  so  far  as  the 
committee  was  concerned,  Ave  could  consider  that  the  committee 
rejiresented  the  railroads,  and  that  there  was  no  one  there  to  ex|>lain' 
these  proposals.  I  just  mention  one  or  two  of  these.  I  might  men- 
tion many,  but  I  Avill  not  undertake  to  do  so.  But  those  are  tlie 
reasons  why  we  are  anxious  to  have  such  a  bill  as  Senator  Cummins 
has  introduced  passed  immediately,  if  it  (  an  be  doue. 

The  Houston-tTalveslon  rates  were  put  in  originally  to  ni(H>t  actual 
water  competition.  They  have  been  in  effect  foi-  many  >ears.  Indus- 
tries have  been  located  in  Houston  and  built  up  at  the  solicitation 
and  under  the  promise  made  by  the  railroad  representatives  that 
they  would  have  the  benefit  of  a  lower  basis  of  i-ates.  Now^,  they 
seek  to  take  out  those  and  put  them  on  an  all-rail  basis,  although 
there  is  actual  water  competition  betw-een  Houston  and  Galvesto  i 
over  the  Ship  Channel,  on  which  the  citizens  of  Houston  have  al- 
ready spent  some  five  million  dollars.  That  vitally  affects  the  com- 
munity of  Houston.  If  the  industries  had  thought  that  su.  h  a 
thing  would  be  done,  they  would  have  lo -ated  their  jilants  upon  <he 
Ship  Channel,  where  they  have  been  otherwise  located.  That  is  onlv 
one  of  many  other  matters  that  I  might  mention. 

Senator  Pomere>'e.  In  a  general  way.  what  are  those  incUistries? 
Mr.  FuLBRiGHT._Lumber.  various  kinds  of  nianufa.  turing  indus- 
tries, and  jobbing  industries.  whi(  h   secure  a   great    part   of  their 
traffic  through  Galveston,  and  send  a  great  deal  of  traffi  •  to  Gal- 
veston. 

Senator  Poinoextek.  That  change  does  not  give  an  adxantage  to 
any  other  (omnnmity  over  Houston,  does  it?  It  just  ]nits  you  on 
an  e(|ual  basis? 

Mr.  FuLBRiGHT.  In  a  way,  it  does.  It  gives  an  advantage  to  Gal- 
veston and  to  New  Orleans.  For  example,  the  rate  o!i  cotton,  under 
this  proposal  that  they  have,  w^ould  be  35  cents  a  hundred  from 
Houston  to  Galveston,  50  miles;  whereas,  the  rate  is  onlv  3G  cents  a 
hundred  from  Houston  to  New  Orleans,  365  miles.  But,  at  any 
rate,  whether  some  change  is  proper  or  not.  Ave  are  being  confronted 
with  a  sudden  overturning  of  something  that  we  feel  affects  vitally 
cur  community,  and  that  we  should  have  an  opportunity  of  a  hear- 
ing upon  it  before  an  impartial  and  nonpartisan  tribunal,  su  h  as 
the  commissions  whirh  are  created  for  that  purpose. 

The  committee  I  have  described  has  spent  a  great  deal  of  time  in 
canvassing  public  sentiment  throughout  the  territory  involved  and 
in  considering  various  suggestions  as  to  reconstructive  legislation. 
In  the  meantime,  al)out  December  '26,  1918,  a  number  of  representa- 
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lives  of  various  Texas  organizations  got  together  and  issued  a  call 
for  a  general  readjustment  conference  to  be  held  at  Houston,  Tex., 
on  January  10  and  11,  1919,  for  the  purpose  of  considering  various 
])eace  problems  and  to  make  known  to  Congress  and  the  Texas 
Legislature  their  views  regarding  them.  As  stated  in  the  call,  it 
"was  not  intended  to  be  in  any  sense  a  political  or  social  gathering, 
but  a  meeting  for  business  purposes  in  a  spirit  of  patriotic  service 
to  our  country,  and  all  State-wide  organizations  and  community 
■commercial  organizations  were  requested  to  send  delegates.  To  give 
you  an  idea  of  the  scope  of  this  conference,  I  will  give  you  the  list 
of  the  organizations  whose  presidents  signed  the  call.,  They  are  as 
follows : 

Associated  Industries  of  Texas,  George  W.  Armstrong,  president. 

Cattle  Raisers'  Association  of  Texas,  James  Callan,  president. 

Interstate  Inland  Waterway  League,  C.  S.  E.  Holland,  president. 

Lumbermen's  Association  of  Texas,  Charles  H.  Flato.  jr.,  president. 

North  Texas  Wholesale  Grocers'  Association,  H.  C.  Schumaker,  president. 

Southern  Rice  Growers'  Association,  W.  B.  Dunlap,  president. 

Texas  Bankers'  Association,  W.  W.  Woodson,  president. 

Texas  Commercial  Executives'  Association,  George  J.  Roark,  president. 

Texas  Cotton  Seed  Crushers'  Association,  ,T.  Webb  Howell,  president. 

Texas  Industrial  Congress,  E.  W.  Kirkpatrick,  president. 

Texas  Industrial  Traffic  League,  H.  D.  Driscoll,  president. 

Texas  State  Farmers'  Union,  D.  E.  Lyday,  president. 

Texas  State  Council  of  Defense,  O.  E.  Dunlap,  president. 

In  addition  to  these  there  were  a  number  of  other  State  organi- 
zations, such  as  the  Texas  Farmers'  Congress,  Texas  Grain  Dealers' 
Association,  and  others.  Avhich  sent  delegates  to  the  conference. 
Every  town  of  importance  in  the  State  had  representatives  from 
their  commercial  *)rganizations,  with  the  exception  of  Amarillo, 
and  I  understand  they  have  a  representative  here  to  appear  before 
this  committee,  and  they  are  in  accord  with  the  resolutions  adopted 
at  the  Texas  conference. 

I  Avill  state  here  that  Mr.  Palmer,  of  Amarillo.  was  here  for  sev- 
eral days.  He  went  back  home,  but  desired  me  to  state  to  this 
conmiittee  that  the  views  expressed  here  were  in  accord  with  those 
of  the  Panhandle  Traffic  League  and  the  Amarillo  Chamber  of 
Commerce,  represented  by  him. 

He  was  particularly  interested  for  the  reason  that  Amarillo.  in  a 
fight  before  the  Interstate  Commerce  Commission,  in  the  Shreveport 
case  secured  what  is  known  there  as  the  Texas  common-point  basis 
of  rates,  which  is  a  lower  basis  of  rates  than  applies  in  extreme 
western  Texas,  where  the  country  is  sparsely  settled.  The  extreme 
west  Texas  country  is  known  as  the  "differential  territory."  Now. 
they  secured  that  before  the  Interstate  Commerce  Commission.  The 
Railroad  Administration  has  already  made  some  orders  in  respect 
to  some  commodities  which  put  them  in  differential  territory,  and  is 
noAv  proposing  a  readjustment  which  will  wholly  wipe  out  the 
advantage  that  they  have  gained  before  the  Interstate  Commerce 
Commission. 

A  great  part  of  the  time  of  the  tw<^-days'  session  was  devoted  to 
the  transportation  <|uestion.  and  the  resolution  which  I  have  read 
was  practically  unanimously  adopted.  There  were  some  'J25  dele- 
gates present,  made  up  of  business  men,  farmers,  cattlemen,  and  I  do 
not  consider  it  an  exaggeration  to  sny  it  was  the  most  widely  repre- 
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sentative  and  most  business-like  conference  ever  assembled  within 
our  State.  These  matters  are  mentioned  for  the  purpose  of  assuring 
this  committee  that  in  our  section  we  have  been  giving  grave  thought 
to  the  transportation  problem,  and  we  recognize  that  in  the  read- 
justment some  provisions  must  be  made  to  insure  the  continuance  of 
the  railway  systems  upon  a  healthy  basis. 

Taking  up  the  resolution,  you  will  note  that  at  the  outset  we 
express  our  disapproval  of  the  principles  of  Government  ownership 
and  operation,  and  our  belief  that  the  railways  and  the  express 
companies  should  be  returned  to  the  owners  of  the  properties  and 
competitive  conditions  restored  just  as  soon  as  Congress  can  enact 
the  proper  laws  to  accomplish  this,  so  that  industries  will  not  be 
crippled. 

Senator  Pomerenp:.  You  speak  of  railways  and  express  companies. 
Do  you  purposely  fail  to  include  telegraph  and  telephone  companies  ? 

Mr.  FuLBRiGHT.  A  separte  resolution  was  passed  requesting  Con- 
gress to  turn  them  back  instanter,  if  possible,  and  also  condemning 
the  acts  of  the  Postmaster  General,  or  the  authorities  in  charge,  in 
declining  to  recognize  valid,  bona  fide  claims  on  account  of  tele- 
grams being  garbled  up,  causing  people  to  lose  money,  who  transact 
business  by  telegraph.  I  have  also  requested  one  of  the  Senators 
from  my  State  to  introduce  a  bill  amending  the  Asbury  resolution, 
so  as  to  make  it  clearly  provide  that  the  President  may  recognize 
claim  liability. 

It  is  true,  as  stated  by  Mr.  McAdoo,  that  Government  operation 
has  not  had  a  fair  test,  due  to  the  war  conditions,  but  certainly  this 
much  has  been  ascertained  by  our  shipping  public  that  they  do  not 
desire  either  Govermiient  ownership  or  Government  operation. 
There  are  a  great  many  important  services  performed  for  the  ship- 
ping public  by  carriers  under  competitive  conditions,  and  the  in- 
centive to  perform  such  services  is  almost,  if  not  Avholly,  removed 
when  competitive  conditions  disappear.  The  tracing  of  freight,  the 
assistance  given  in  getting  rate  quotations,  the  eagerness  on  the  part 
of  the  carrier  to  make  a  good  showing  in  its  tranportation  service, 
and  the  recognition  of  such  economic  necessities  as  transit  privileges, 
are  all  the  necessary  outgrowth  of  railway  competition.  Further- 
more, railway  competition  tends  to  preserve  more  equally  commer- 
cial competition  in  the  various  sections  and  thereby  assures  a  more 
uniform  development  of  the  country. 

As  one  example,  take  the  lumber  industry:  A  system  of  blanket 
or  group  rates  has  been  worked  out  and  preserved  by  the  carriers, 
which  enables  the  lumber  manufacturers  in  the  southwest  to  com- 
pete with  those  in  the  southeast  in  the  northern  and  eastern  con- 
suming markets.  If  the  lumber  rates  had  been  built  on  a  mileage 
.scale,  the  southeastern  territory  would  have  had  such  great  ad- 
vantage in  reaching  the  northern  and  eastern  markets  that  it  would 
have  been  impossible  to  develop  the  industry  in  the  southwest.  A 
few  cents  difference  in  the  lumber  rates  to  a  given  consuming  point 
will  eliminate  all  competition  in  favor  of  the  mill  having  the  lower 
rate.  The  result  would  have  been  that  the  industry  would  have  been 
developed  in  the  southeast,  and  the  southwest  would  remain  a  wilder- 
ness until  the  southeast  had  been  denuded  of  its  timbered  areas. 

Senator  Cummins.  Just  there,  I  want  to  identify  that.  AVhat  do 
you  call  the  "  lumber  region  "  or  "  timber  region  "  of  the  southwest? 
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Mr.  FuLBRiGHT.  All  of  Louisiana,  all  of  southern  Arkansas,  and 
eastern  Texas. 

Senator  Cummins.  I  just  wanted  to  have  the  territor}^  indentified. 

Senator  Pomerene.  At  the  same  time  identif)^  what  you  call  the 
"  southeast,"  then. 

Mr.  FuLBRiGHT.  The  Mississippi  Valley  territory  is  Mississippi 
and  Alabama ;  and  the  southeast  territory  is  Georgia,  Florida,  and 
the  Carolinas.  Our  particular  competition  is  from  Georgia,  Ala- 
bama, and  Mississippi  on  pine  lumber,  and  there  is  some  competition, 
of  course,  on  hard  woods  from  Tennessee;  but  the  pine  lumber  in- 
dustry is  the  big  lumber  industry  of  the  South,  and  it  has  as  its  com- 
petition the  Pacific  coa.st  fir,  which  can  compete  with  us  on  a  much 
higher  level  of  rates,  owing  to  the  fact  that  the  fir  is  a  much  lighter 
wood  and  can  stand  a  higher  freight  rate 

The  railroads  have  pursued  a  broad  policy,  dictated  solely  by  com- 
petition, which  has  enabled  the  development  of  the  industry  through- 
out the  timber  belt  as  well  as  in  the  Pacific  coast  territory,  and  no 
single  area  has  been  denuded  of  its  timber,  yet  there  has  been  a  great 
deal  of  land  cleared  and  made  susceptible  of  agricultural  develop- 
ment throughout  the  entire  section,  and  there  has  been  a  great  deal  of 
agricultural  development  on  these  lands,  too.  This  would  not  have 
been  possible  but  for  the  adjustment  of  rates  which  grew  out  of  com- 
petitive situations.  The  same  thing  is  more  or  less  true  in  the  other 
principal  industries  of  the  southwest.  Our  rates  in  general  are  much 
higher  to  eastern  and  northern  territory.  A^arious  adjustments,  such 
as  transit  privileges,  have  assisted  us  in  meeting  competition  from 
other  sections  and  are  largely  responsible  for  the  tremendous  indus- 
trial development  which  has  taken  place  in  the  last  20  years  in  our 
territory. 

These  matters  are  not  undue  preferences,  but  they  are  oftentimes 
economic  necessities.  Take  the  matter  of  transit.  We  are  a  heavy 
producing  section  and  the  north  and  east  is  the  heavy  consuming 
market  for  our  products.  The  establishment  of  transit  privileges  at 
points  in  the  producing  territory  enables  the  development  of  con- 
centration centers  and  stimulates  a  prompt  movement  of  our  agri- 
cultural products.  The  concentration  of  cotton  and  cotton  seed  and 
its  products  enables  the  carriers  to  use  the  same  equipment  to  make 
many  hauls  from  the  producing  fields  into  the  concentration  points, 
and  thereby  move  the  crop  and  enable  the  farmer  to  realize  the  fruits 
of  his  year's  toil  as  soon  as  his  commodity  is  ready  to  go  to  the 
market.  The  same  is  true  of  grain.  If  the  carriers  had  to  transport 
these  products  to  the  consuming  markets  it  would  require  so  much 
more  equipment  that  the  transportation  system  would  break  down 
every  year  when  the  harvest  time  came  on.  It  is,  therefore,  to  the 
benefit  of  the  public  and  the  carriers,  and  yet  the  sole  incentive  to 
transit  is  the  existence  of  competitive  conditions  whereby  a  carrier 
can  retain  control  of  the  traffic  and  obtain  a  farther  haul  over  its 
line  and  those  of  its  affiliated  connections  to  the  consuming  markets. 

Seuator  Cummins.  By  "transit*'  you  mean  stoppage  of  the  car- 
riage in  transit  ? 

Mr.  FuLBRiGHT.  Yes.  That  is  a  custom  which  has  gro^Yn  up.  due 
to  the  necessities  of  the  industry,  in  connection  with  cotton  seed  and 
other  commodities.     Transit  is  a  vital  necessitv  to  our  conmiercial 
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development,  and  I  mention  it  simply  as  one  of  the  things  which 
have  been  brought  about  by  competitive  conditions;  and,  by  the  way, 
they  are  now  suggesting  additional  burdens. 

Senator  Pomerene.  AVhat  burdens  have  3^ou  in  mind  ? 

Mr.  FuLiuuGHT.  They  are  trying  to  put  a  charge  of  $15  per  car  on 
rorinino-  cottonseed  oil  in  transit,  which  simply  puts  that  much  more 
disadvantage  on  us  on  account  of  our  competitors  being  situated  at 
rate-breaking  points,  such  as  the  Ohio  River  crossings,  and  they  en- 
joy a  consideraljle  advantage  over  us  already.  Transit  does  not  mean 
anything  to  them,  but  it  means  everything  to  us. 

Many  other  matters  might  be  named,  but  the  public  in  our  section 
realize  that  under  competitive  conditions  each  railroad  is  desirous  of 
developing  the  territory  it  serves,  and  so  long  as  these  matters  are 
done  without  discrimination  and  in  such  way  as  not  to  cripple 
other  producers  and  other  shippers,  it  certainly  makes  for  the  best 
intere.-ts  of  the  country  at  large. 

Competition  is  best  for  the  carriers.  P^or  several  years  I  was 
connected  with  a  small  railway  system  in  Texas  and  Louisiana  now 
known  as  the  Oulf  coast  lines.  I  was  commerce  counsel  for  those 
lines  foi-  soxeral  years  prior  to  (jovernmcnt  control.  These  lines  were 
built  only  a  little  over  10  years  ago,  and  for  the  most  part  traversed 
undeveloped  territory,  but  at  many  points  they  came  in  competition 
with,  or  made  connection  with,  the  Southern  Pacific  lines,  which 
had  been  established  for  many  years  and  had  built  up  a  nuignificent 
business.  Many  people  thought  that  the  construction  of  these  lines 
was  a  great  mistake  and  that  they  would  continue  to  be  a  burden 
upon  the  public. 

Both  these  lines  and  the  Southern  Pacifi.-  lines  were  competitors 
for  business  between  the  important  communities  of  New  Orleans  and 
Houston.  Our  little  organization  had  to  fight  for  its  life.  The  re- 
sult was  that  with  comparatively  inexperienced  men  Ave  built  up  a 
jjersoniiel  which  was  loyal  to  the  last  degree  to  the  interests  of  our 
lines.  We  developed  business,  encouraged  immigration,  and  did 
everything  to  develop  the  territory  along  the  lines,  and  at  the  same 
time  went  into  the  competitive  markets  and  began  getting  a  large 
share  of  traffic  which  otherwise  would  not  have  been  secured.  We 
had  famih'  meetings  to  discuss  the  welfare  of  the  road  and  every  man 
felt  a  keen  personal  interest  in  the  organization.  The  result  was  that 
we  established  this  road  upon  a  fair  earning  basis  before  Government 
control  came  on,  and  as  the  territory  develops  there  is  ample  business, 
to  support  our  lines  as  well  as  our  competitors  for  all  time  to  come. 
The  existence  of  our  competition  also  acted  as  a  very  great  spur  to 
the  Southern  Pacific  lines.  At  times  our  competition  was  bitter  and 
feeling  often  ran  high,  but  the  Southern  Pacific  organization  became 
more  alive  to  its  job  and  would  do  anything  within  their  power  to 
demonstrate  that  they  could  more  efficiently  serve  the  public  than  the 
(xulf  coast  lines.  As  a  result  the  public  got  very  much  better  service 
from  the  Southern  Pacific  lines,  and  we  gave  them  the  very  best 
servie  we  could.  This  example  could  be  repeated  with  other  lines 
within  our  State,  and  the  existence  of  such  conditions  is  the  best 
stimulation  in  the  world  to  the  morale  of  the  employees.  In  this  con- 
nection I  give  it  as  my  opinion  that  the  morale  of  the  men  having 
responsibilities  in  the  organizations  of  the  railroads  has  been  at  the 
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lowest  ebb  diirino;  the  past  year  that  I  have  ever  known.  I  have  per- 
sonal acquaintance  with  many  raih'oad  men  in  more  or  less  responsi- 
ble positions  on  different  lines  in  my  State,  and  I  have  been  surprised 
at  expressions  that  have  indicated  to  me  the  lack  of  morale  which 
has  existed  during  the  (xovernment  operation. 

Senator  Poixdexter.  Do  you  knoAv  what  the  cause  of  that  was? 

Mr.  FuLBRiGHT.  One  cause  was  that  the  Railroad  Administration 
seemed  to  rip  every  railroad  organization  asunder.  As  Mr.  Krutt- 
schnitt  told  here  the  other  day,  they  put  the  Southern  Pacific  lines 
in  our  State  under  three  different  heads.  All  organizations  were 
l>roken  up  more  or  less,  and  the  meni  naturally  felt  a  great  deal  of 
•disappointment  in  that.  And  there  were  other  causes.  I  think  it  is 
safe  to  say  that  the  morale  of  the  men  in  every  department  where 
Ihey  have  responsibilities  on  them  is  generally  at  a  very  low  ebb,  and 
has  been  for  the  last  six  months. 

The  second  paragraph  of  our  resolution  commits  us  to  a  unified 
system  of  control  of  rate  making,  both  interstate  and  intrastate.  We 
do  not  wish  by  this  to  indicate  we  think  the  State  commissions  should 
disappear.  We  think  there  should  be  a  certain  amount  of  regulation 
conducted  by  a  body  which  is  close  at  hand  and  to  which  we  can  go 
and  get  prompt  action.  If  the  regiilatory  power  is  centralized  at 
Washington  it  becomes  encumbered  with  such  a  tremendous  volume 
-of  questions  and  cases  that  it  is  impossible  to  give  prompt  action  in 
all  cases  where  it  may  be  demanded.  If  a  unified  system  can  be 
worked  out  by  coordination  of  the  State  and  interstate  commissions, 
it  would  be  preferable,  but  I  fail  to  see  how  this  can  be  effectively 
accomplished  without  some  changes  in  our  basic  law\  Certainly  we 
can  go  this  far:  We  can  say  that  no  State  authority  shall  enJForce 
any  order  which  creates  a  rate  or  practice  discriminatory  against  or 
an  undue  burden  upon  interstate  commerce,  and  when  such  results 
either  by  action  of  State  commissions.  State  legislatures,  or  by  action 
of  the  railroads,  the  Interstate  Commerce  Commission  should  be  the 
authority  to  investigate,  either  upon  its  own  motion  or  upon  com- 
plaint of  shippers  or  of  other  communities,  and  require  the  removal 
of  such  discrimination  after  its  investigation. 

Senator  Cummins.  That  is  precisely  the  doctrine  of  the  Shreve- 
port  case,  is  it  not? 

Mr.  FuLBRiGHT.  This  is  the  principle  which  was  decided  in  the 
Shreveport  case,  and  although  this  case  was  fought  by  the  Texas  in- 
terests, we  realize  that  the  decision  of  the  Supreme  Court  is  the  law 
of  the  land  and  in  its  last  analysis  the  shipping  public  in  my 
territory  generally  feel  it  is  a  just  principle  and  that  State  lines 
should  not  become  a  boundary  to  determine  the  level  of  rates. 
It  is  right  and  proper  that  different  levels  of  rates  be  made  in  dif- 
ferent territories  or  on  different  lines  in  a  given  territory,  and  that 
different  practices  prevail  in  different  territories,  but  there  is  no 
logical  reason  for  the  State  lines  of  any  State  being  made  the  rate 
boundaries,  merely  because  they  are  the  State  lines.  The  authority 
of  the  State  conimissions  can,  therefore,  be  preserved  to  do  all 
things  they  are  now  authorized  to  do,  so  long  as  they  do  not  consti- 
tute a  discrimination  or  burden  against  interstate  commerce,  and 
certainly  the  interstate  commerce  act  should  be  amended  so  as  to 
<'learly  authorize  the  Interstate  Commerce  Commission  to  hold  joint 
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sessions  with  and  to  cooperate  with  the  State  commissions  as  fully 
as  in  its  judgment  is  right  and  proper.  I  have  in  mind  particularly 
now  the  Natchez  cases,  in  which  the  complaint  was  made  against 
the  rates  in  the  State  of  Louisiana,  and  I  was  at  that  time  represent- 
ing, with  Mr.  Fred  Wood,  the  Louisiana  carriers.  The  Louisiana 
commission  had  before  it  at  the  same  time  a  proposal  by  the  railways 
to  readjust  all  of  the  rates  in  the  State  of  Louisiana.  The  two  cases 
were  naturally  just  one  big  case.  The  Louisiana  connnission  desired 
to  cooperate  with  the  Interstate  Commerce  Commission,  and  in- 
vited them  to  sit  with  them,  or  to  have  a  representative  sit  with  them. 
They  did  have  a  representative  present  at  the  hearing,  but  they  did 
not  feel  that  they  were  authorized  by  the  interstate  commerce  act  to 
enter  into  a  joint  hearing  and  joint  trial  of  those  causes. 

Senator  Kellogg.  Right  there,  suppose  they  were  given  the. 
authority,  and  the  Louisiana  commission  and  the  Interstate  Com- 
merce Commission  should  meet,  and  the  Louisiana  Commission 
should  say,  "  Here  is  a  level  of  rates  that  we  think  is  reasonable  in 
Louisiana,*'  and  the  Interstate  Commerce  Commission  should  say, 
"  We  do  not  think  so,"  where  is  it  going  to  end? 

Mr.  FuLBRiGHT.  Then  the  question  to  be  determined  by  the  Inter- 
state Connnerce  Commission  will  be  whether  or  not  the  proposals 
of  the  Louisiana  connnission  would  constitute  an  undue  discrimina- 
tion against  the  interstate  rates;  and,  if  so,  its  opinion  would  have  to 
prevail. 

Senator  Kellogg.  Well,  suppose  they  thought  that  the  Louisiana 
rates  were  too  low  as  a  whole,  and  that  they  should  be  raised,  but 
that  they  did  not  particularly  discriminate,  except  that  in  view  of 
the  general  body  of  rates  they  were  not  high  enough  ? 

Mr.  FuLBRiGHT.  They  would  have  to  leave  them,  as  they  are,  to  the 
jurisdiction  of  the  Louisiana  commission,  if  they  could  not  get  to- 
gether; but  that  situation  is  going  to  be  a  very  exceptional  one.  The 
ramifications  of  commerce  in  this  country  are  so  complex  and  so 
broad,  and  there  is  not  any  definite  boundary  line,  that  you  will  find 
that  in  almost  every  case  they  will  be  practically  forced  to  one  level, 
with  some  few  minor  exceptions. 

Senator  Kellogg.  Yes;  but  the  level  will  be  the  low  level,  will  it 
not? 

Mr.  Fulbright.  It  would  be  whatever  level  the  State  commission 
would  fix.  There  are  some  State-commission  rates  in  Texas  on  some 
commodities  which  are  on  a  higher  level  than  interstate  rates,  and 
that  has  existed  for  many  years. 

Senator  Cummins.  The  outcome  of  that,  after  all,  w^ould  be  that 
in  those  cases  in  which  the  Interstate  Commerce  Commission  had 
jurisdiction  its  judgment  would  necessarily  prevail? 

Mr.  Fulbright.  Yes. 

Senator  Cummins.  Wliether  relating  to  the  level  of  rates  or  to  dis- 
crimination in  rates? 

Mr.  Fulbright,  Yes. 

Senator  Kellogg.  Yes;  but  the  higher  level  of  interstate  rates 
could  not  be  maintained  as  against  the  lower  level  of  State  rates, 
could  it? 

Mr.  Fulbright.  In  the  absence  of  any  discrimination  I  do  not  be- 
lieve that  they  could  change  them,  under  the  present  law. 
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Senator  Kellogg.  No.  In  other  words,  then,  the  State  commis- 
sions would  be  the  ones  to  really  fix  the  minimum  level  of  rates? 

Mr.  FuLBRiGHT.  That  is  all  right  in  theory,  Senator,  bnt  in  prac- 
tice it  would  never  occur. 

Senator  Kellogg.  I  just  wanted  your  view  on  it. 

Mr.  FuLBRiGHT.  In  Texas  the  State  commission,  since  the  decision 
in  the  Shreveport  case,  has  been  virtually  bereft  of  all  rate-making- 
power,  much  to  their  discomfiture.  I  say  that  without  meaning  to 
be  disrespectful  to  the  State  connnission  of  my  State;  but  it  is  a  fact 
that  in  practically  every  case  the  result  would  be  the  working  out  of 
a  basis  of  rates  which  would  be  the  same  throughout  the  territory, 
making  allowances  for  changes  in  traffic  conditions  or  density  of 
traffic,  or  such  things  as  would  be  considered  by  the  Interstate  Com- 
merce Commission. 

Senator  Pomerene.  Do  you  mean  by  that  statement  that  they  are 
practically  deprived  of  power,  or  do  they  try  to  harmonize  their 
findings  with  the  Interstate  Commerce  Commission? 

Mr.  FuLBRiGHT.  Unfortunately,  the  Texas  commission  has  not  pur- 
sued the  policy  of  seeking  to  harmonize  their  findings  at  all  times 
with  the  Interstate  Commerce  Commission.  The  Louisiana  commis- 
sion, I  believe,  has  pursued  the  better  policy  in  that  respect.  That  is 
the  reason  I  said  here  that  I  did  not  think  you  could  effectively  ac- 
complish an  absolutely  unified  control  without  a  change  in  our  basic 
constitutional  law. 

Senator  Poindexter.  On  tliat  i^oint  let  me  ask  you  a  question : 
Suppose,  for  illustration  in  argument,  that  the  Federal  Government 
took  over  the  roads,  owned  them,  and  operated  them;  it  then  could 
fix  intrastate  rates,  could  it  not? 

Mr.  FurjiRiGHT.  Yes. 

Senator  Poindexter.  Because  they  would  be  its  own  agency  and 
its  own  property? 

Mr.  FuLBRiGHT.  Yes. 

Senator  Poix dexter.  Well,  why  can  not  the  Government,  under 
the  same  constitutional  power  that  would  enable  it  to  do  that,  com- 
pletely control  and  regulate  and  harmonize  these  rates  while  the  roads 
are  operated  by  private  corporations? 

Mr.  FuLHRKniT.  T  make  a  distinction  there  betAveen  a  facility  which 
is  the  i)roperty  of  the  Federal  Government.  The  Federal  Govern- 
ment owns  a  post  office  in  my  State,  and  it  has  jurisdiction  over  acts 
that  are  committed  on  the  premises  that  it  OAvns. 

Senator  Poixdexter.  Is  not  the  one  just  a  part  of  the  other?  Com- 
plete Government  ownership  and  operation  is  an  act  under  the  in- 
terstate connnerce  power.  The  Government  regulation  of  every  act 
and  agency  of  interstate  commerce  is  an  exercise  of  power  under  the 
interstate  connnerce  power  of  the  (iovernnient.  but  not  an  exercise 
to  the  full  extent.  It  is  the  exercise  of  a  part  of  its  power.  If  it  can 
do  the  complete  act.  why  can  it  not  do  a  ]:>art  of  it? 

Mr.  FuLBRiGiiT.  We  are  about  to  get  into  a  legal  (|uestion  there. 
Senator. 

Senator  Po:merexe.  I  just  Avanted  to  get  your  view  of  it. 

Mr.  FuLBRiGHT.  My  vieAv,  briefly  stated,  on  that  is  that  the  powers 
granted  under  the  Constitution  to  i-egulate  connnerce  between  the 
States  give  to  Federal  bodies  the  authoritv  to  extend  that  regulation 
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in  so  far  as  is  nocessary  or  })iop('r  to  protect  the  interstates  coninierce 
and  tlio  facilities  used  in  it.  and  do  not  and  ai'e  not  intended  to  wliolly 
dej^rive  the  States  of  their  police  po^vers  or  regnlation.  In  the  safety 
ai)i)liance  acts  Congress  iefjislated  on  that,  and  they  ai)ply  to  carriers 
that  are  en<i"ao-ed  in  interstate  coniiuerce.  and  they  have  superseded 
the  State  acts,  and  properly  so,  because  they  have  got  to  have  the 
facilities  for  handling  interstate  commerce  in  such  a  way  as  will  se- 
cure safety,  and  Congress  has  protected  it  to  that  extent.  Now,  how 
far  you  can  go  in  the  making  of  rates,  in  the  exercise  of  regulatory 
powers,  is  open  to  question.  Where  we  shall  draw  the  line  will  always 
be  a  (juestion  that  will  be  urged  pro  and  con  between  the  schools  of 
political  thought  in  our  country.  The  idea  in  my  mind  right  now, 
however,  is  tliat  we  can  take  one  step  in  that  direction. 

Senator  Cummins.  Just  there,  suppose  you  could  imagine  a  State 
railroad  that  carried  no  interstate  commerce;  that  used  no  car  or  en- 
gine that  passed  into  interstate  transportation ;  you  do  not  believe,  do 
joii,  that  the  safety  appliance  law  would  apply  to  such  a  railroad? 

Mr.  Ftjlbright.  I  once  represented  a  railroad  in  the  State  of  Texas, 
and  can  give  you  a  personal  illustration.  It  was  a  little  line,  about  9 
miles  long,  that  did  not  participate  in  any  interstate  commerce.  They 
had  their  own  equipment  and  their  own  outfit  and  they  were  under  the 
regulation  of  the  State  body  and  reported  to  the  State  body. 

Senator  Townsend.  Did  they  connect  with  any  interstate  road  ? 

Mr.  FuLBRiGHT.  They  went  to  a  station  which  was  served  by  an  in- 
terstate road.  They  made  no  through  billing  arrangements,  and  they 
would  not  participate  in  interstate  commerce.  They  would  not  take 
a  car  off  the  interstate  road ;  it  would  have  to  be  taken  off  by  a  repre- 
sentative of  the  shippers  or  owners  at  that  station  and  reconsigned 
over  that  little  line.  They  had  a  hard  time  to  keep  from  handling 
interstate  commerce  though.  Senator. 

Senator  Cummins.  I  can  imagine  they  would  have  a  difficult  time, 
but  it  could  be  done. 

Mr.  FuLBRiGHT.  Yes.  I  believe  that  the  time  of  fighting  between 
State  and  Federal  rate-making  powers  has  passed  and  that  the  State 
railroad  commissions  of  this  country  are,  almost  without  exception, 
ready  to  cooperate  with  and  coordinate  their  activities  with  the  Fed- 
eral body.  Of  course,  there  will  always  be  more  or  less  of  conflict  of 
jurisdiction,  and  the  question  of  State  rights  will  be  more  or  less  agi- 
tated for  the  years  to  come,  but  this  step  at  present  will  go  a  long  way 
toward  securing  a  unified  system  of  control  and  will  give  us  an  oppor- 
tunity to  see  how  far  State  and  Federal  rate-making  powers  can  coor- 
dinate their  efforts.  It  is  far  more  important  that  we  nave  such  a  test- 
ing period  than  to  experiment  on  a  testing  period  of  Government  op- 
eration for  the  next  few  years. 

The  traffic  organizations  I  represent  expressed  themselves  as  in 
favor  of  regional  regulative  bodies.  It  is  our  fundamental  desire  that 
rate  regidation  be  as  far  removed  from  political  activity  as  possible. 
It  is  also  our  desire  that  the  system  of  control  of  rates  affecting  inter- 
state commerce  be  made  as  uniform  and  as  closely  correlated  as  can 
be  done.  Certainly  we  do  not  believe  this  can  be  effectively  accom- 
plished if  regional  commissions  be  appointed  by  the  President  or 
any  other  official  elected  by  the  people  from  time  to  time.    The  Inter- 


686         EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS. 

state  Commerce  Commission  is  the  final  authority  in  rate  questions  af- 
fecting interstate  commerce,  subject,  of  course,  to  certain  rights  of 
appeal  to  the  courts. 

Regional  bodies  should  be  created,  made  up  of  men  who  are  familiar 
with  conditions  of  the  territory  in  which  they  act,  but  since  their  find- 
ings will  be  subject  to  review  by  the  Interstate  Commerce  Commission 
and  since  these  regional  bodies  should  be  removed  from  political  con- 
trol and  influence  just  as  far  as  possible,  then  certainly  in  the  interest 
of  a  unified  system  the  Interstate  Commerce  Commission  should  be 
the  authority  to  designate  the  regional  commissioners,  define  their 
jurisdiction,  and  specify  the  territory  within  which  they  shall  act. 
I  do  not  know  that  it  is  necessary  that  they  define  their  jurisdiction, 
but  my  idea  is  that  they  should  rather  be  branch  offices  of  the  Inter- 
state Commerce  Commission,  having  certain  rights  to  determine  ques- 
tions. Besides,  the  Interstate  Commerce  Commission  is  the  best  quali- 
fied to  select  them.  The  question  of  membership  in  a  political  party 
should  not  be  considered  in  connection  with  the  appointment  of  re- 
gional commissions.  They  should  simply  be  branch  offices  of  the  inter- 
state body,  but  have  authority  conferred  upon  them  to  make  final 
orders  unless  such  orders  be  excepted  to  and  appeals  perfected  to  the 
central  body  at  Washington. 

Senator  Pomerene.  You  make  the  statement  here  that  "  the  traffic 
organizations  I  represent  expressed  themselves  as  in  favor  of  regional 
regulative  bodies."  Now,  do  the  views  that  you  have  expressed  repre- 
sent your  own  personal  views  as  well  ? 

Mr.  FuLBRiGHT.  Yes.  It  is  safe  to  say  that  these  regional  bodies 
could  finally  dispose  of  a  large  volume  of  questions  which  now  must 
come  straight  to  Washington,  and  so  numerous  are  they  that  they  nec- 
essarily delay  the  commission  in  reaching  a  final  conclusion.  I  shah 
enlarge  upon  this,  if  it  is  desired. 

1  might  make  reference  here  to  the  informal  docket  cases,  and  the 
reparation  cases,  etc.  Frequently  an  industrial  organization  will 
desire  a  line  of  through  rates  to  a  given  territory  where  they  are 
being  compelled  to  pay  a  combination  of  rates,  and  the  railroads 
will  agree  to  give  it  to  them,  pending  the  putting  in  of  those  rates, 
and  shipments  may  move.  Now,  in  such  cases  there  really  is  not  any 
controversy  between  the  carriers  and  the  shippers,  but  the  shippers 
must  show  that  they  are  the  ones  who  are  entitled  to  this  repara- 
tion, and  they  must  make  their  showing  to  the  Interstate  Commerce 
Commission.  Now,  a  great  deal  of  the  time  of  the  body  here  at 
Washington  is  taken  up  with  those  little  cases  coming  from  the  four 
corners  of  this  country;  whereas,  regional  bodies  could  handle  the 
matter  just  as  well,  as  it  is  usually  only  a  matter  of  formal  proof. 
Then  loo,  frequently  in  new  rate  adjustments,  Avhen  they  get  them, 
you  will  find  that  the  carriers  and  the  shipping  interests  will  see 
each  other's  viewpoints  much  better  wlien  they  can  get  closer  to- 
gether, and  they  Avill  agree  on  a  conqDroinise.  Regional  bodies  for 
the  handling  of  such  matters  would  greatly  facilitate  their  disposi- 
tion in  a  manner  that  would  be  entirely  satisfactory  to  all  parties 
concerned.  Otherwise  they  have  to  bring  the  Avhole  business  here  to 
this  one  central  point  to  be  finally  decided. 

Senator  McLean.  What  would  be  the  relationship  between  the 
regional  commissions  and  the  State  commissions? 
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Mr.  FuLBKiGHT.  Exactly  the  same  as  between  the  Interstate  Com- 
merce Commission  and  tlie  State  connnissions. 

Senator  McLean.  You  represent  the  shippers? 

Mr.  FuLBRiGHT.  Yes. 

Senator  McLean.  AVhat  questions  would  you  leave  to  the  State 
connnissions  ? 

Mr.  FuLBRiGHT.  I  have  already  touched  upon  that,  Senator. 

Senator  McLean.  As  I  understand,  you  believe  that  the  question 
of  rates  should  be  left  entirely  to  the  jurisdiction  of  the  Interstate 
Commerce  Commission  ? 

Mr.  FtiLBRiGHT.  Subject  to  the  right  of  the  State  to  make  such 
rates  as  they  saw  fit,  provided  they  did  not  create  any  undue  dis- 
crimination against  interstate  conunerce. 

Senator  McLean.  And  if  there  was  a  controversy,  the  Interstate 
Commerce  Commission  should  control? 

Mr.  FuLBRiGHT.  Yes;  and  the  regional  body  would  be  a  part  of  it. 

Senator  McLean.  I  wanted  that  point  cleared  up.  I  understand 
you  represent  the  shipping  interests  of  Texas? 

Mr.  FuLBRiGHT.  Y'es. 

Senator  McLean.  And  vou  would  leave  to  the  State  commission 
very  little? 

Mr.  FuLBRiGHT.  I  admit  that.  There  are  other  fields  for  these- 
State  regulatory  bodies,  however,  that  are  important  for  them  to- 
cover. 

Senator  Pomerene.  When  you  answered  Senator  McLean  as  to* 
rates,  I  take  it  that  you  meant  that  the  same  should  apply  to  classi- 
fications ? 

Mr.  FuLBRiGHT.  Exactly;  classifications,  too,  because  classifications 
deal  with  rates  in  an  indirect  way. 

The  third  paragraph  of  our  resolution  signifies  our  disapproval 
of  the  suggestion  made  by  the  railway  executives  that  a  Cabinet 
position  be  created  and  that  such  official  have  broad  regulatory  powers 
over  raihvay  operation  and  rates.  Our  fundamental  objection  to  such 
suggestion  is  because  we  desire  nonpartisan,  nonpolitical  regulation, 
and  we  believe  that  such  a  policy  would  keep  a  railroad  in  politics 
and  would  not  be  for  the  best  interests  of  the  shipping  public  or  for 
the  railroads  themselves.  In  this  connection,  I  wish  to  state  that  I 
can  not  see  the  consistency  of  the  criticisms  made  here  by  representa- 
tives of  the  railway  executives  that  the  Interstate  Commerce  Commis- 
sion may  be  more  or  less  unconsciously  affected  by  the  fact  that  they 
owe  their  existence  to  certain  political  powers,  when,  at  the  same  time- 
and  in  the  same  breath  they  advocate  the  creation  of  a  regulatory- 
power  to  be  vested  in  a  Cabinet  officer — manifestly  a  political  posi- 
tion— and  say  that  he  would  not  be  influenced  by  political  considera- 
tions. I  can  not  see  the  consistency  of  that  attitude  at  all.  We  be- 
lieve that  rate  regulation  is  not  a  political  question ;  it  is  an  admin- 
istrative question. 

Senator  Pomerene.  That  is,  you  feel  that  there  is  a  closer  resem- 
blance between  the  Interstate  Commerce  Commission  and  our  courts 
than  would  exist  between  the  Interstate  Commerce  Commission  and 
a  Cabinet  officer!' 

Mr.  FuLBRiGHT.  Yes,  sir;  and  I  do  not  believe  that  the  Interstate- 
Commerce  Commission  has  evei-  linen  infliieucod  h\  (^o-njrross  or  bv 
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the  desires  of  the  constituents  of  any  member  of  this  body,  and  I 
represented  railroads  before  the  Interstate  Commerce  Commission 
for  a  number  of  years. 

Senator  McLean.  Is  it  your  experience  that  the  Interstate  Com- 
merce Commission  has.  of  the  two,  tried  to  protect  the  shippers  as 
against  the  carriers  ? 

Mr.  FuLBRiGHT.  Xo,  sir;  but  I  will  get  to  that  in  this  statement  a 
little  later. 

Senator  McLean.  Very  well. 

Mr.  FuLBRiGHT.  In  the  second  place  we  are  equally  opposed  to 
conferring  upon  one  man  such  exceedingly  broad  powers  as  under  the 
recommendations  Avould  be  in  the  hands  of  this  appointive  officer. 
The  shipping  public  in  our  section  has  not  been  pleased  with  the  very 
great  power  that  has  been  lodged  in  the  Director  General  with  regard 
to  railroad  operation  and  railroad  rates.  This  power  has  been  used 
to  supersede  the  State  laws  and  the  declarations  of  law  by  the  courts 
of  State  and  National  Government.  This  may  be  illustrated  by  an 
examination  of  some  of  the  general  orders,  such  as  General  Order  Xo. 
18.  General  Order  Xo.  57.  the  original  (General  Order  Xo.  34:.  dis- 
cussed by  Mr.  Thorne.  and  the  proposal  to  modify  the  rules  with 
respect  to  the  recognition  of  claims  for  loss  and  damage  to  freight, 
also  discussed  by  Mr.  Thorne. 

The  proposal  of  the  railway  executives  would  have  a  tendency  to 
vest  powers  more  or  less  similar  in  the  hands  of  one  man  who  could 
give  quick  action,  but  the  quick  action  might  have  the  effect  of 
gravely  upsetting  the  business  of  some  industry  or  some  community. 
Besides,  these  matters  are  frequently  of  such  grave  importance  that 
their  determination  should  involve  the  counsel  which  may  be  availed 
of  by  a  body  of  men  upon  whom  the  responsibility  rests.  We  see  no 
reason  why  certain  of  the  powers  of  regulation  can  not  be  properly 
vested  in  some  other  Federal  body  besides  the  Interstate  Commerce 
Commission.  The  commission  and  its  subordinate  bodies  should  al- 
ways have  exclusive  original  jurisdiction  of  all  questions  affecting 
railroad  rates  and  discriminations  or  practices  with  respect  to  the 
handing  of  traffic.  These  are  questions  which  require  expert  investi- 
gation of  men  who  are  familiar  with  traffic  problems,  and  they  stand 
out  in  striking  contrast  with  the  other  class  of  problems  which  relate 
to  the  operation  of  the  lines.  Xo  great  railway  system  would  expect 
its  general  freight  agents  to  determine  its  questions  affecting  the  op- 
eration of  the  lines,  but  these  matters  would  be  left  to  the  operating 
department,  where  men  are  trained  specially  for  that  work. 

It  is  therefore  logical  and  proper  that  (juestions  which  deal 
prinuirily  with  operating  conditions.  >uch  as  the  relief  of  conges- 
tion at  terniinals.  tlie  compulsory  diversion  of  traffic  to  relieve  such 
conditions,  car  service,  the  enforcement  of  safety  appliance  acts,  and 
the  promulgation  of  various  inspection  orders,  may  be  handled  by 
a  different  body  made  up  of  men  who  are  familiar  by  experience 
with  the  problems  of  railway  operation.  The  Division  of  Inquiry, 
which  has  to  do  with  criminal  prosecution>.  might  also  be  lodged  in 
a  different  body,  but  the  Interstate  Coiuiuerce  Commission  ah'eady 
has  machinery  directing  this  work,  aiul  we  see  no  reason  why  this 
can  not  be  properly  continued  as  at  present.  Our  suggestions  for 
placing  the  operating  questions  in  the  hands  of  a  different  body  are 
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not  based  upon  any  criticism  of  or  lack  of  confidence  in  the  Inter- 
state Connnerce  Commission.  Manifestly,  we  are  going  to  have  a 
wider  range  and  more  complicated  regulation  of  the  operating  de- 
partments of  the  railway  systems,  aj^  well  as  more  complete  regula- 
tion of  the  practices  with  respect  to  the  making  of  rates  and  meeting 
of  competition  in  the  traffic  department  of  the  systems.  This  means 
that  the  Interstate  Connnerce  Connuission  would  have  cast  upon  it 
a  tremendous  volume  of  additional  duties  and  responsibilities. 

Already  the  responsibilities  of  that  body  are  so  great  that  it  may 
be  considered  the  most  important  tribunal  of  our  Government. 
Their  large  organization  is  constantly  taxed  to  its  capacity  and  they 
have  given  us  the  very  best  service  that  could  be  expected'  under  the 
circumstances.  There  is  a  danger  of  placing  too  many  responsi- 
bilities upon  one  body  in  that  it  will  dissipate  their  interests  by 
dividing  them  into  so  many  different  lines  of  endeavor,  and  we  will 
not  secure  the  benefit  of  the  united  counsel  and  judgment  of  the 
entire  body  upon  a  single  question,  except  perhaps  in  the  most  im- 
portant cases  Avhich  would  involve  the  country  as  a  whole.  It  is  in 
the  interest  of  securing  the  united  judgment  of  the  regulatory  body, 
either  upon  a  traffic  or  an  operating  question,  that  we  believe  a 
separate  body  could  be  properly  formed  to  have  charge  of  purely 
operating  questions.  In  other  words,  to  that  extent  we  are  in  accord 
with  some  suggestions  made  by  the  railway  executives. 

In  this  connection  the  connnercial  traffic  men  and  the  shippers  of 
our  section  have  no  sympathy  with  the  assertion  which  has  been 
made  in  railroad  circles  that  the  Interstate  Connner.ce  Conunission 
has  not  been  disposed  to  accord  to  the  carriers  a  fair  return  in  the 
making  of  rates.  My  personal  observation  has  been  that  wherever 
the  carrier  presented  their  case  fully  and  completely  they  obtained 
the  increases  they  desired,  unless  the  evidence  against  them  was 
such  as  to  clearly  demonstrate  the  lack  of  such  necessity.  Too 
often  it  has  been  the  fault  of  the  railroads  in  presenting  their  cases, 
for  the  conunission  is  necessarily  restricted  to  the  record  which  is 
made  before  it.  This  leads  to  the  suggestion  made  by  the  railway 
executives  that  the  statute  provide  the  rule  of  rate  nudcing.  We 
think  it  is  sufficient  for  the  statute  to  provide,  as  it  now  provides, 
that  the  rates  shall  be  reasonable,  just,  and  nondiscriminatory,  be- 
cause a  reasonable  rate  or  a  reasonable  system  of  rates  is  necessarily 
one  which  will  enable  the  carriers  to  earn  a  reasonable  return  upon 
the  property  devoted  to  the  public  use.  and  the  conunission  has  gone 
upon  this  assumption  in  its  decisions. 

Senator  McLean.  Why  not  use  the  word  "adequate"  then? 

Mr.  FuLBRiGHT.  The  word  "  adequate '"  would  not  hurt  at  all,  but 
I  think  that  is  already  contemplated  there,  however.  AVhen  once  the 
legislative  body  attempts  to  go  into  the  criterions  which  are  to  be 
considered  in  determining  that  reasonable  compensation,  we  become 
involved  in  a  maze  of  complicated  questions  which  the  commission, 
with  its  large  force  of  expert  investigators,  has  labored  upon  with 
great  difficulty  for  over  a  generation,  and  we  feel  that  the  general 
Taw-nudving  power  can  very  properly  leave  this  to  that  body. 

The  shippers  in  the  Southwest  believe  that  the  railroads  should 
be  allowed  to  earn  a  reasonable  return  upon  their  investment ;  that 
fcuch  adjustments  of  rates  should  be  made  on  the  respective  lines  and 
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in  the  rospective  territories  as  will  permit  such  i-eturn.  Of  course, 
necessarily,  a  weak  line  will  not  earn  as  great  returns  as  one  more 
favorably  situated,  and  this  frequently  necessitates  a  slightly  differ- 
ent treatment  in  the  rate  adjustments  on  the  respective  lines.  We 
are  emphatically  opposed  to  a  pooling  of  traffic  or  a  pooling  of  earn- 
ings, as  this  will  necessarily  destroy  competition  and  the  incentive 
to  individual  initiative,  which  has  caused  the  American  railroads  to 
have  regard  for  the  shipping  public,  and  in  the  Southwest,  at  least,, 
has  materially  aided  in  the  development  of  our  territory. 

Senator  McLean.  Where  Avould  yon  lea^e  the  initiation  of  rates? 

Mr.  Fui.BRiGHT.  I  have  not  .said  anything  there  about  the  initiation 
of  rates.  My  thought  was  that  it  should  be  left  with  the  carriers^ 
as  at  present  it  is. 

Senator  Pomekene.  You  have  expressed  your  objection  to  the 
pooling  of  traffic.  I  realize  that  is  a  rather  serious  problem,  but  at 
the  same  time,  let  us  suppose  that  there  is  one  road  in  a  given  terri- 
tory that  perhai)s  is  not  able  to  accommodate  the  traffic,  and  that 
there  are  other  roads  that  could  acconnnodate  it,  and  for  the  benefit 
of  the  shippers,  etc.,  if  you  were  only  to  look  at  it  from  that  stand- 
point  

Mr.  FuLBRiGHT  (interposing).  I  will  get  to  that  on  the  question 
of  the  relief  of  congestion  at  terminals. 

Senator  Pomerexe.  Very  well. 

Senator  CiM^Nrixs.  I  "think  you  have  already  .said  that  you  favor 
power  in  the  regulating  body  to  divert  traffic  to  avoid  congestion. 

Mr.  FuLHRiGHT.  Yes.     I  will  get  to  that  a  little  later. 

Senator  Pomerene.  Very  well. 

Mr.  FuiiBRiGHT.  Now,  on  the  regulation  of  securities  and  financing 
of  improvements:  The  fourth  paragra])h  of  our  resolution  indorses 
the  principle  of  regidation  of  the  issuance  of  railway  securities.  We 
have  a  very  efficient  stock  and  bond  law  in  the  State  of  Texas,  and 
the  result  has  been  that  our  railroads  are  capitalized  at  as  low  or 
lower  figure  than  in  any  State  of  the  Union.  AVe  do  not  feel  that 
it  is  necessary  to  undertake  to  compel  the  railroads  to  incorporate 
under  Federal  charters,  and  we  agree  with  the  statement  of  Com- 
missioner Clark  that  adequate  regulation  can  be  effected  without 
such  requirement.  There  should,  however,  be  a  provision  foi*  a 
national  regulation  of  the  issuance  of  securities,  and  railroads  should 
be  accorded  the  opportunity  to  incorporate  under  national  law.  and 
the  regulations  of  such  issues  by  State  hnvs  should  not  be  made  in 
such  a  manner  as  to  constitute  a  burden  upon  interstate  commerce, 
as  had  been  attempted  in  a  case  recently  decided  by  the  Supreme 
Court.  I  refer  to  the  Union  Pacific  case.  Avhicli  came  up  in  Kansas 
City,  where  the  Union  Pacific  was  taxed,  I  believe,  about  $31,000, 
and  where  they  had  effected  only  about  a  mile  of  road  in  the  State  of 
Missouri. 

We  have,  however,  gone  further  and  recommended  legislation  to 
provide  for  assistance  by  the  National  Treasury  in  the  construction 
of  railway  extensions  and  improvements  where  such  extensions  are 
needed  by  the  shipping  public  and  can  not  be  adequately  financei^ 
without  some  Government  assistance. 

This  proposal,  coming  from  a  section  of  the  country  normally 
overwhelmingly  Democratic,  appears  to  go  rather  far  when  viewed 
in  the  light  of  cei-tain  traditions  of  our  pai'ty  and  our  section.     It 
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simply  demonstrates  the  fact  that  the  shippers  of  our  section  have 
come  to  vievf  the  transportation  problem  as  a  business  proposition 
and  not  as  a  political  one,  and  we  feel  that  all  idea  of  party  lines 
and  i)arty  standards  shouhl  be  forgotten  in  the  efforts  to  work  out 
a  proper  solution  where  it  involves  interstate  commerce,  and  the  con- 
struction, operation,  and  regulation  of  highways  Avhich  will  neces- 
sarily be  used  for  the  comuierce  betAveen  the  States.  There  are  inany 
small  systems  and  Aveak  lines  where  improvements,  extensions,  or 
new  branch  lines  ai-e  seriously  needed  by  the  public,  and  they  could 
not  float  their  bonds  for  these  improvements  under  present  market 
conditions.  The  tremendously  expanded  credit  and  the  heavy  flota- 
tion of  bonds  which  are  more  or  less  tax  free  under  the  liberty  loan 
issues  and  other  contemplated  Government  issues,  as  well  as  for 
municipal  improveuients  throughout  the  t-ountry,  wnll  necessarily 
deter  the  investing  public  from  putting  the  money  in  bonds  for  im- 
provements or  extension  of  railway  lines  unless  they  are  backed  by 
such  strong  organizations  as  the  Santa  Fe  system,  and  othei  of  the 
more  prominent  lines.  It  is  just  as  vital  to  the  public  to  have  ade- 
quate railroad  transpoitation  systems  as  it  is  to  have  good  post  roads 
and  national  highways  for  the  parcels-post  traffic  and  other  traffic 
of  the  land. 

It  is  of  more  importance  from  a  public  standpoint  that  the  Govern- 
ment assist  in  financing  a  needed  railway  imi)rovement  than  it  is  to 
assist  in  financing  a  settler  in  the  purchase  of  a  farm.  The  Federal 
farm-loan  act  is  proving  itself  to  be  of  inclacnlable  benefit  in  the  de- 
velopment of  the  resources,  and  in  enabling  poor  men  to  obtain 
farm  homes.  No  one  to-day  questions  the  wisdom  of  this  policy, 
and  yet  it  is  identically  the  same  principle  upon  which  the  Govern- 
ment will  lend  the  assistance  of  its  credit  in  financing  a  public  high- 
way, which  is  a  railroad,  to  carry  the  conunerce  of  the  land.  The 
Federal  Reserve  System  makes  provision  for  rediscount  and  handling 
trade  acceptances,  and  thereby  enables  the  manufacturer  and  the 
merchant  to  double  his  business  and  extend  his  credit,  and  he  has 
the  Government  back  of  him  in  his  operations.  This  has  enabled  a 
greater  expansion  of  our  credit,  a  better  development  of  our  busi- 
ness, and  at  the  same  time  the  rules  are  such  that  the  Government 
is  amply  and  properly  secured,  just  as  it  is  in  the  case  of  the  farm 
loan.  For  the  same  reason  a  first-mortgage  security,  bearing  a  rea- 
sonable rate  of  interest  and  protected  by  sufficient  equities  in  new- 
railroad  extensions,  new  terminals,  new  facilities,  to  serve  the  public 
will  benefit  the  public  and  secure  the  Governuient. 

Senator  Cummins.  You  would  not  favor,  however,  exempting  all 
the  railroad  securities  from  taxation? 

Mr.  FuLBRiGHT.  No,  sir. 

Senator  Cummins.  As  the  Federal  farm  loans  are  exempt? 

Mr.  FuLBRiGHT.  No,  sir. 

Senator  Cummins.  In  that  respect  there  is  very  vigorous  opposi- 
tion to  the  Federal  farui-loan  system. 

Mr.  FuLBRiGHT.  I  did  not  have  that  in  mind. 

Senator  Cummins.  I  assumed  you  did  not. 

Mr.  FuLBRiGHT,  No;  and  I  am  glad  you  mentioned  it,  because  I 
want  it  to  be  clear  to  you  just  what  my  position  is.  -But  such  as- 
sistance should  not  be  granted  except  upon  carefully  guarded  re- 
strictions.   We  do  not  believe  the  system  of  obtaining  appropriations 
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to  build   post  offices  should  be  followed   in   securing  Government 
assistance  to  construct  new  railroads. 

Senator  Pomerene.  We  are  obliged  for  that  thought. 

Mr.  FuLBRiGHT.  A  Federal  regulative  power,  nonpartisan  in  its 
character,  should  have  the  right  to  permit  or  prevent  the  construc- 
tion of  new  railways,  spurs,  extensions,  and  new  terminals,  for 
the  public  interest  may  be  hurt  by  the  construction  of  unnecessary 
lines,  and  it  certainly  may  be  benefited  by  the  judgment  of  such  a 
body  as  to  the  propriety  of  such  improvements.  This,  therefore,  in- 
volves the  further  question  of  a  Federal  body  to  say  whether  or  not 
a  railroad  should  construct  new  lines  and  new  improvements,  and  if 
such  lines  are  to  be  utilized  in  interstate  commerce  we  believe  this 
body  should  be  clothed  with  such  power. 

We  realize  in  some  cases  difficulties  will  arise  on  account  of  ex- 
istence of  conditions  in  railway  mortgages  with  reference  to  after- 
acquired  property,  and  that  you  have  no  authority  to  disregard  the 
contracts  so  made.  If,  however,  the  oAvners  of  these  securities  realize 
that  such  additions  and  improvements  are  necessary  to  enable  the 
lines  to  properly  serve  the  public  and  to  secure  a  better  return,  we 
believe  that  in  any  case  where  the  lines  were  unable  to  finance  the 
needed  improvements  through  the  commercial  bond  markets  the 
trustees  will  be  authorized  to  release  the  lien  in  favor  of  the  first 
claim  which  shall  be  created  to  protect  the  Government  in  the 
advances  made  by  it.  Certainly  it  will  take  care  of  many  cases 
where  lines  realize  the  urgent  need  of  additional  feeders  and  addi- 
tional terminals.  This  authority  could  be  properly  exercised  by  the 
Interstate  Commerce  Commission,  cooperating,  of  course,  with  a 
representative  of  the  Federal  Treasury,  and  the  Interstate  Com- 
merce Commission  through  its  machinery  could  doubtless  secure  the 
proper  release  of  prior  mortgage  creditors  as  to  the  addition,  exten- 
sion, or  improvement  constructed.  In  this  connection  I  have  not 
mentioned  the  matter  of  authorization  of  consolidation  of  lines. 
It  is  my  view  that  the  recommendations  made  by  Commissioner 
Clark  properly  should  be  carried  into  effect,  and  that  such  a  body 
as  I  have  suggested  here  should  have  also  the  authority  to  permit 
consolidation,  wh.ere  it  will  not  affect  the  public  interest  or  tend  to 
create  a  monopoly. 

Senator  Kellogg.  Injuriously  affect  the  public  interest? 

Mr.  FuLBRiGHT.  Yes;  where  it  will  not  injuriously  affect  the  pub- 
lic interest. 

Senator  Cummins.  Would  you  both  permit  and  require? 

Mr.  FuLRBiGHT.  No ;  I  would  not  say  that.  Permit ;  not  require 
one  line  to  swallow  up  another. 

The  fifth  paragraph  of  our  resolution  recommits  us  to  the  prin- 
ciple of  competition,  but  suggests  that  the  Interstate  Commerce 
Commission  shoidd  have  power  to  eliminate  routes  Avhich  in  its 
judgment  are  unduly  circuitous  and  are  not  to  the  best  interests  of 
the  carriers  and  the  public.  Numerous  examples  could  be  given  you 
of  such  routes  existing  in  every  section  of  the  countrj',  and  the  In- 
terstate Commerce  Commission  has  been  at  work  on  this  for  the 
past  few  years  under  fourth-section  authority,  and  has  succeeded  in 
eliminating  a  great  portion  of  the  most  glaring  examples.  The 
fourth  section  should  be  modified  so  as  to  make  clear  the  authority 
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of  the  commission  with  reference  to  eliminating  such  routes,  giving 
the  commission  the  power  to  consider  the  interests  of  the  carrier  as 
well  as  the  interest  of  the  public,  and  in  this  connection  the  commis- 
sion can,  to  a  certain  extent,  control  the  service.  We  do  not  believe 
that  the  shippers  should  be  deprived  of  their  right  to  route  freight 
\ia  reasonable  routes,  because  it  is  this  right  that  enables  them  to 
obtain  better  service  from  the  carriers,  and  it  is  the  opportunity  to 
secure  their  business  that  stimulates  the  carriers  to  give  better 
service  to  the  public.  We  also  favor  the  provision  of  authority  to 
compel  the  diversion  of  traffic  and  to  control  routing  wherever  it 
becomes  necessary  to  do  so  to  prevent  or  eliminate  congested  traffic 
conditions  at  ports  or  terminals.  This  is  an  operating  matter  and 
could  properly  be  handled  by  some  other  body,  as  above  suggested. 

But  certainly  there  should  be  some  nonpartisan  governmental 
authority  Avhich  would  require  a  given  line  to  surrender  traffic  tied 
up  in  congested  yards  and  direct  that  it  be  moved  out  over  lines  not 
congested,  and  award  to  each  line  due  compensation  for  such  service 
as  it  has  rendered.  Prior  to  Government  operation,  the  only  weapon 
with  which  the  carrier  could  fight  congestion  was  the  embargo,  and 
this  was  an  obstructive  weapon  which  usually  dammed  the  traffic  up 
at  some  point  farther  back  and  created  additional  congestions  as 
well  as  inconveniences  to  the  public.  Under  Federal  authority  a 
constructive  and  logical  remedy  could  be  provided  by  utilizing  all 
lines  out  of  a  terminal  which  could  be  used  at  all  in  relieving  such 
conditions,  and  by  utilizing  additional  terminals  at  ports  where 
necessary  to  take  care  of  undue  accumulations.  The  same  authority 
should  have  the  right  to  declare  and  terminate  embargoes  and  work 
out  a  better  system  of  giving  notice  of  embargoes  than  existed  under 
the  old  private  competitive  system.  In  this  connection  we  do  not 
favor  the  "'  permit  to  ship  "  system. 

This  is  nothing  but  a  species  of  embargo,  which  may  be  used  in 
such  a  way  as  to  seriously  discriminate  and  cau-e  an  injury  which  c  an 
be  repaired.  Besides,  it  smacks  too  much  of  autocracy  to  suit  the 
American  shipping  public. 

Senator  Cummins.  Just  a  moment.  I  did  not  (juite  understand 
you.  Do  you  favor  the  authority  to  declare  an  embargo  on  anything 
other  than  ocean-going  freight  ?• 

Mr.  FuLBRiGHT.  Oh,  yes.  Frequently  embargoes  have  to  be  lai(i 
where  there  is  a  washout  or  something  of  that  kind  on  a  line. 

Senator  Cummins.  And  vou  favor  the  authoritv  on  inland  freight- 
as  well  ( 

Mr.  FuuBRiGHT.  Yes. 

Senator  Pomj:kp:nk.  But  it  is  only  in  those  very  exceptional  cases? 

Mr.  FuLBKKHiT.  Yes;  and  that  should  be  administered  by  a  Fed- 
eral regulating  body,  because  it  always  atfects  interstate  couunerce. 

AVe  feel  that  the  common-law  liability  of  the  ( ommon  carrier 
should  be  continued  so  that  it  shall  receive  all  shipments  when  of- 
fered to  it,  subject  only  to  embargoes  or  orders  on  the  part  of  the 
regulative  body  of  the  (lONernment  when  in  the  interest  of  the  pub- 
lic, as  considered  by  such  body. 

This  paragraph  of  our  resolution  expresses  our  desire  to  work  out 
a  system  of  pooling  of  equipment  and  more  complete  unification  of 
terminals  under  Federal  control,  with  power  in  the  regulative  body 
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to  })r<)vi(le  for  due  coinpciisutiou  for  the  use  of  property.  Kepre- 
seiitaliAe  Esch  has  had  a  great  deal  to  say  in  favor  of  pooling  of 
equipnit^nt.  and  certainly  it  would  he  to  the  public  interest  that  ordi- 
nary equipment  he  utilized  in  such  a  way  as  will  se.ure  to  the  coun- 
try the  most  efHcient  use  of  the  car  supply  of  all  of  the  railroads. 

Senator  Cimmiks.  Does  not  the  bill  introduced  by  Senator  Pome- 
rene,  and  that  has  become  a  law.  take  care  of  the  use  of  equipment^ 

Mr.  Fi  i.HKKiiiT.  The  Esch  bill,  as  we  know  it  ^ 

Senator  C\tmmi>;s.  A\'e  know  it  as  Senator  Pouierene's  bill. 

Senator  Pomehe>e.  Well.  I  think  it  was  siniilai-  to  the  one  intro- 
<luced  by  Mr.  P];  cli. 

Mr.  FuLiiinoirj'.  I  beg  your  })ardon.  1  did  not  de-^ire  to  ascribe  it 
improperly. 

^en:'.lor  Po.aikke^e.  I  am  not  worried  about  that  at  all. 

Mr.  FuLBRiGiiT.  We  do  not  believe  that  it  is  ne  essary  to  re(juire 
•a  standardization  of  cars,  and  certainly  not  of  power,  but  to  suth 
extent  as  the  movement  of  cars  can  be  regulated  by  a  national 
fiuthority  certainly  the  shipping  ])ublic  can  be  better  cared  for  in 
the  seasons  of  greatest  movement  and  when  particular  emergencies 
arise.  Likewise,  the  unification  of  terminals  should  be  required  only 
to  the  extent  that  it  is  necessary  to  serve  the  public  efficiently,  and 
not  to  the  extent  that  would  amount  to  confiscation  of  the  rights  of 
property  and  the  good  will  of  any  system  of  railways.  These 
regulatory  powers,  like  those  just  mentioned,  could  properly  be 
under  the  jurisdiction  of  some  regulative  body  other  than  the  Inter- 
state Commerce  Conunission.  The  questions  are  primarily  operat- 
ing questions,  and  they  should  be  decided  by  men  who  are  especially 
equipped  to  handle  operating  difficulties. 

In  the  resolution  adopted  by  the  Texas  Readjustment  Conference 
I  have  described,  this  paragraph  was  stated  as  a  reconnnendaticm 
that  the  Interstate  Commerce  Commission  have  the  power  to  i)revent 
the  elimination  of  water  competition  by  unduly  low  rates  j^ronnd- 
gated  by  the  railroads.  There  may  be  other  cases  where  the  com- 
mission may  consider  that  a  rate  is  made  so  low^  as  to  become  a 
burden  on  other  traffic  transported  by  the  carrier.  The  industrial 
traffic  interests  believe  that  the  power  should  be  broadly  stated  and 
left  to  the  good  judgment  of  the  conunission  for  its  administrati(m. 

The  seventh  paragraph  of  our  resolution  relates  paiticularly  to 
the  adjustment  of  wages,  and  it  is  our  belief  that  the  emj^loyees  of 
the  railways  should  be  paid  living  wages  which  are  commensurate 
with  their  duties  and  responsibilities.  In  this  connection  it  nuiy  not 
be  amiss  to  say  that  we  realize  the  necessity  which  caused  the 
director  general  to  make  large  increases  in  the  wages  of  employees, 
as  well  as  to  make  a  large  percentage  increase  in  the  freight  rates 
generally  last  year.  Both  of  these  necessities  arose  because  of  the 
war  emergency,  and  the  very  emergency  required  a  (^uick  action  and 
was  in  itself  sufficient  excuse  to  authorize  the  (lovei-nment  to  take 
over  the  railroads.  We  believe  that  the  Government  should  reserve 
to  itself  this  power  of  taking  over  the  railroads  at  all  times  when 
any  great  public  emergency  arises,  and  we  do  not  wish  to  be  con- 
strued as  f-riticizing  or  condemning  the  Government  for  taking 
over  the  railroads.  It  was  ne'-essary  that  it  come  when  it  did  come, 
and  under  the  machinerv  which  we  had  at  that  time  we  ( ould  not 
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liave  brought  about  this  increase  of  wages  and  this  increase  of  rates 
which  suddenly  became  necessary.  Such  a  sudden  necessity  will 
not  arise  again  unless,  under  the  stress  and  cause  of  some  great 
national  emergency,  such  as  that  which  existed  when  it  was  done 
before.  Therefore,  we  do  not  believe  that  this  contem])lates  our 
devising  a  system  of  rate  making  and  wage  making  which  can  sud- 
denly, without  the  delay  of  a  public  hearing  or  investigation,  make 
vei\y  radical  changes  in  the  general  level  of  wages  and  the  general 
level  of  rates. 

It  may  also  be  important  for  us  to  say  that  we  feel  that  the  gen- 
eral increase  of  25  per  cent  in  rates  has  come  to  stay,  at  least  for 
several  years,  not  as  a  percentage  increase,  because  that  destroys 
a  great  many  established  commercial  relationships,  but  that,  with 
the  proper  readjustments,  the  new  level  of  rates  will  be  substan- 
tially some  25  per  cent  higher  than  that  which  existed  in  the  prior 
years.  For  the  same  reason  we  believe  that  the  general  level  of 
wages  brought  about  by  the  increase  should  be  maintained  while 
the  cost  of  living  is  so  high  and  until  adjusted  through  such  boards 
as  may  be  constituted  to  handle  such  questions.  It  is  my  personal 
opinion  that  a  large  part  of  the  sentiment  among  employees  in  favor 
of  a  continuation  of  Government  operation,  or  in  favor  of  Govern- 
ment ownership,  is  due  primarily  to  the  fear  that  the  return  of  the 
railroads  to  private  control  would  mean  the  sudden  taking  away 
of  all  of  the  increases  in  wages  which  they  have  enjoyed  under 
Government  operation.  I  have  talked  with  these  men  in  the  shops 
and  in  the  offices,  and  that  is  really  the  basis  of  their  thought  that 
there  should  be  a  continuation  of  Government  operation.  They 
realize  that  by  an  order  of  the  Director  General  their  wages  were 
.  increased  overnight  and  made  to  relate  back,  and  they  feel  that  if 
the  Director  General  should  be  abolished  and  the  railroads  returned 
to  private  control  it  would  ipso  facto  take  away  their  increases.  I 
am  sure  that  this  is  not  the  intention  of  the  railways,  and  it  is  not 
the  demand  nor  the  desire  of  the  shipping  public.  There  will,  how- 
ever, necessarily  be  many  readjustments  of  wages,  because  a  per- 
centage increase  of  wages  will  result  in  wrong  adjustments,  just  as 
would  a  percentage  of  increase  of  rates  generally. 

Senator  McLean.  Do  you  think  the  employees,  if  they  thought 
their  wages  would  not  be  reduced,  would  prefer  Government  opera- 
tion? 

Mr.  FuLBRiGHT.  Generally,  I  believe  they  would.  They  would 
have  a  better  esprit  de  corps  in  the  organization. 

Senator  McLean.  I  am  afraid  you  did  not  understand  me.  My 
question  was:  Would  they  favor  Government  operation  to  private 
operation  ? 

Mr,  FuLBRiGHT.  They  would  favor  private  operation.  I  know 
of  one  instance  where  a  call  bov  was  drawing  more  pay  than  the 
traveling  auditor  of  that  division  on  the  railway,  and  there  are 
perhaps  other  lines  of  unskilled  labor  where  the  increases  have  been 
out  of  proportion,  and  readjustments  will  have  to  be  made.  We 
therefore  believe  that  a  Federal  nonpartisan  body,  as  far  removed 
as  possible  from  politics,  should  be  created  for  the  purpose  of  ad- 
judicating wage  questions  arising  between  the  railways  and  their 
employees,   and.  likewise,  we  believe   legislation   should  be   passed 
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guaranteeing  to  the  public  the  uninterrupted  functioning  of  the 
transportation  facilities  of  our  land.  It  is  not  necessary  for  me 
to  dilate  upon  the  disasters  which  may  result  from  the  interruption 
of  our  transportation  system  in  any  section  of  the  land. 

Senator  Cummins.  That  is  to  say^  you  believe  there  should  be  a 
prohibition  against  strikes? 

Mr,  FuLBRiGHT.  And  lockouts. 

Senator  Cummins.  And  lockout,  as  Avell  ? 

Mr.  FuLBRiGHT.  Yes. 

Senator  Cummins.  In  other  words,  a  compulsory  adjustment  of 
wages  by  the  Government? 

Mr.  FuLBRiGHT.  Yes;  but  it  would  not  be  fair  to  the  employees 
to  make  such  n  law,  unless  you  created  a  nonpartisan  body,  an  effi- 
cient tribunal,  that  could  take  up  their  questions  and  adjudicate 
them,  and  make  an  order  that  would  give  them  relief. 

Senator  Cummins,  On  that  point,  lest  I  forget  it  later,  you  know, 
of  course,  that  the  brotherhoods  or  the  railway  employees,  at  least, 
as  represented  in  the  four  brotherhoods,  have  in  the  past  very  much 
opposed  the  creation  of  a  tribunal  to  finally  and  decisively  fix  their 
compensation.  Do  you  understand  that  they  have  changed  their 
attitude  in  that  regard  ? 

Mr.  FuLBRiGHT,  I  can  not  speak  for  them  officially.  I  have  talked 
with  engineers  and  with  conductors  generally.  I  think  there  is  a 
gradual  changing  of  sentiment  among  those  men.  They  feel  that  if 
they  could  get  the  right  of  hearing — their  fear  has  been  in  the  past 
that  their  questions  would  be  adjudicated  before  some  body  that  had 
already  made  up  its  minds  against  them — and  there  have  been  cases, 
perhaps,  of  effort  at  arbitration,  where  the  employees  have  not  had 
an  impartial  investigation;  but  I  think  that  their  sentiment  is  chang-- 
ing  along  those  lines. 

I  feel  that  we  certainly  should  protect  the  American  public  against 
the  possibility  of  a  strike  or  lockout  crippling  the  transportation 
facilities.  It  is  certainly  a  public  calamity,  and  those  men.  during 
the  war  period,  have  realized  themselves  what  it  would  mean  to 
stop  these  railroads:  and  they  would  have  Avorked  ahead  without 
the  increases  patriotically,  in  my  opinion.  Of  course,  there  would 
have  been  some  of  them  that  would  have  raised  a  howl ;  but  I  b'^lieve 
that  those  men,  as  a  rule,  would  have  served  their  country  in  Avar 
time,  and  in  time  of  peace  too:  but  you  should  not  make  such  a  pro- 
vision Avithout  proA'iding  souie  place  that  they  may  carry  their  dis- 
putes and  have  them  finally  settled,  because  they  Avould  be  at  the 
mercy  of  their  employers  otherwise. 

Senator  Cummins,  Precisely ;  but  the  thought  that  I  have  in  mind 
is  this,  and  it  has  been  a  little  inexplicable  to  me:  The  attitude  of 
the  employees  has  been  very  certain  in  the  past ;  there  has  been  no 
doubt  about  it;  they  haA'e  been  opposed  to  any  authority  on  the  part 
of  a  tribunal  to  fix  finally  their  wages,  accompanied  with  a  prohibi- 
tion against  the  strike.  Now,  since  the  Government  took  possession 
they  seem  to  be  very  well  satisfied  Avith  the  exorcise  of  that  power 
on  the  part  of  the  Director  General.  I  wonder  whether,  from  your 
observation,  you  have  seen  any  difference  or  distinction  between  the 
plan  you  propose,  namely,  a  tribunal  of  some  sort  to  make  this  de- 
cision, and  the  dcision  of  the  Director  General? 
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Mr.  FuLBRiGHT.  Speaking  only  from  limited  observation  among 
these  men,  I  would  say  that  they  believe,  as  they  never  did  before^ 
that  such  a  governmental  tribunal  would  give  them  what  they  con- 
sider a  square  deal.    That  is  all  they  want. 

Senator  Kellogg.  What  you  Avant  is  an  arbitration  by  a  tribunal 
created  by  law  ? 

Mr.  FuLBKiGHT.  Yes. 

Senator  Kellogg.  Well,  of  course,  Congress  has  no  power  to  com- 
pel a  man  to  work. 

Mr.  FuLBRiGHT.  No,  sir. 

Senator  Kellogg.  They  have  a  right  to  quit  if  they  are  not  satis- 
fied. 

]SIr.  Fulbkight.  Surely,  and  they  should  always  have  that  right.. 

Senator  Kellogg.  And  you  do  not  wish  to  deny  them  the  right  of 
collective  bargaining? 

Mr.  Fulbright.  No,  sir;  but  I  do  wish  to  deny  the  right  of  col- 
lectively ceasing  operations. 

Senator  McLean.  Is  it  your  idea  that  a  compulsory  investiga- 
tion— not  compulsory'  arbitration — wish  a  provision  that  during  a 
certain  period  of  time  there  should  be  no  strike,  would  be  satisfac- 
tory in  most  cases? 

Mr.  Fulbright.  I  think  there  should  be  some  limitation  put  on 
the  time  in  which  the  investigation  could  be  continued.  I  do  not 
know  whether  that  should  be  done  by  statute  or  not;  but  the  au- 
thority should  have  the  right  to  make  an  order  which  would  be 
retroactive  to  the  time  when  the  complaint  was  filed  with  it,  so  that 
the  workmen  would  not  feel  that  by  delaying  the  thing  they  could 
keep  them  out  of  their  money  in  the  meantime. 

Senator  Cummins.  However  that  may  be,  you  believe  it  must  be 
accompanied,  and  ought  to  be  accompanied  by  a  law  making  it  un- 
lawful to  quit  work  in  concert,  or  otherwise  to  strike? 

Mr.  Fulbright.  Yes,  sir;  that  is  certainly  a  paramount  public 
interest  in  this  country,  and  the  whole  country  is  interested  in  that 
question ;  but  if  you  are  going  to  make  that  law,  then,  in  justice  •to- 
the  working  man,  you  have  got  to  provide  him  with  some  place  that 
he  can  have  his  cases  determined.  I  do  not  think  it  ought  to  be  the 
Interstate  Commerce  Commission,  because  it  is  such  a  big  question 
and  would  be  spread  so  generally  over  the  country  at  large  that  a 
separate  tribunal  ought  to  be  created  for  that  purpose. 

Senator  Kellogg.  If  there  were  a  general  raise  of  wages,  then 
some  tribunal  would  have  to  take  up  the  question  of  income  to 
meet  it? 

Mr.  Fulbright.  Yes. 

Senator  Kellogg.  Would  you  have  one  tribunal  fix  the  wages  and 
another  the  income? 

Mr.  Fulbright.  The  Interstate  Commerce  Commission  will  cer- 
tainly take  that  into  consideration.  Irrespective  of  any  comments 
that  have  been  made  here  to  the  contrary,  I  believe  they  have  always 
done  so.  I  have  presented  those  matters  in  cases  before  the  com- 
mission, and  in  every  case  I  have  ever  had  before  that  body  I  have 
represented  railroads. 

Senator  Kellogg.  I  did  not  make  any  suggestion. 

Mr.  Fulbright.  But  I  made  the  suggestion  in  respon^^e  to  some  sug- 
gestions that  have  been  made  otherwise. 
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Senator  Po3iekp:ne.  You  spoke  of  a  separate  tribunal.  I  want  to 
oet  Yonr  views.  How  would  you  create  it?  How  would  you  ap- 
point it? 

Mr.  FuLBKiGHT.  Well ;  it  ought  to  be  created  much  along  the  lines, 
I  would  say,  that  the  Interstate  Commerce  Connnission  was  created. 
There  ought  to  be  a  balance  of  power  between  the  members  of  the 
various  political  parties,  and  certainly,  in  the  exercise  of  that  power, 
it  should  be  made  up  of  men  who  are  efficient,  and  men  who  are  not 
violently  partisan  in  the  ascertainment  of  such  questions. 

Senator  Pomerene.  Would  you  have  it  appointed  by  the  Interstate 
Commerce  Commission  ? 

Mr.  FuLBRiGHT.  No,  sir. 

Senator  Pomerene.  Or  by  the  President,  or  how? 

Mr.  FuLBRiGHT.  I  think  the  present  law  with  respect  to  the  ap- 
pointment of  the  Interstate  Commerce  Commissioners  would  fairly 
well  reflect  my  ideas  in  that  respect  of  such  a  tribunal.  I  do  not 
believe  the  Interstate  Commerce  Commission  is  especially  concerned 
with  the  matters  of  working  conditions  or  wages:  they  are  pri- 
marily concerned  with  the  movement  of  connnerce.  I  do  not  say 
they  would  not  be  qualified  to  do  so. 

The  police  powers  of  the  several  States  should  be  preserved.  In 
fact,  we  favor  the  preservation  of  all  State  powers  which  are  not 
inconsistent  with  the  accomplishment  of  the  purposes  advocated  in 
our  resolution.  Certainly  question  which  affect  public  health  and 
public  morals  should  be  properly  left  to  the  States.  If  the  public 
in  the  State  of  Texas  believe  and  have  declared  that  it  is  against  the 
])ublic  morals  that  card  playing  be  permitted  on  passenger  trains, 
but  the  public  in  Oklahoma  do  not  regard  it  as  an  offense  against  the 
public  morals,  then  the  moral  sense  of  the  Texas  citizens  should  be 
respected  by  the  Federal  Government,  and  the  Federal  Government 
should  not  dictate  to  the  citizens  of  Oklahoma  so  long  as  Federal 
commerce  is  not  injured.  In  like  manner  the  rights  of  the  States  to 
])rovide  the  forum  for  the  trial  of  claims  against  carriers  under  the 
common  law  liability  as  determined  by  the  laws  of  such  States  and 
under  the  laws  relating  to  torts  and  negligent  acts  as  determined  by 
such  States,  can  be  properly  preserved,  and  it  is  not  necessary  to 
change  these  laws  in  order  to  secure  a  national  regulation  of  railroad 
traffic  and  operation.  We  have  specifically  mentioned  the  rights  of 
the  States  to  require  railways  to  maintain  adequate  depot  facilities. 
This  does  not  mean  the  exclusive  jurisdiction  over  such  power,  but 
the  State  authorities  can  usuallv  give  (juick  decisions  upon  such 
questions,  and  frequently  the  need  is  such  that  immediate  relief  nnist 
be  provided.  I  have  known  of  many  cases  where,  through  the  me- 
dium of  the  State  commissions,  the  questions  have  been  quickly  and 
satisfactorily  adjusted.  Avhere  the  machinery  of  tlie  Interstate  Com- 
merce Commission  would  have  been  inadequate  to  have  given  the  so- 
lution without  very  much  greater  delay. 

I  might  mention  a  policy  which  was  pursued  by  one  of  the  State 
commissioners  of  the  Louisiana  commission.  When  a  community 
raised  a  complaint,  for  instance,  that  they  needed  a  new  depot  plat- 
form, or  something  of  that  kind,  he  would  call  on  the  division  superin- 
tendent of  the  railway  and  meet  him  and  they  would  just  sit  down  and 
talk  the  matter  over,  and  in  nine  cases  out  of  ten  the  complaint  would 
be  withdrawn  and  the  matter  would  be  satisfactorily  adjusted  to  all 
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parties.  In  that  way  you  arc  getting  closer  to  home  and  you  can  do 
things  much  more  quickly  and  satisfactorily  in  that  manner,  I  believe. 

There  are  many  other  local  questions  which  may  be  properly  de- 
termined by  the  State  body  and  in  which  that  determination  would 
be  satisfactory  to  the  shippers  and  the  carriers.  If  all  these  questions 
are  placed  under  the  jurisdiction  of  the  Interstate  Commerce  Com- 
mission, as  at  present  constituted,  they  would  suddenly  find  them- 
selves swamped  with  a  tremendous  amount  of  questions,  many  of 
which  would  seem  trivial  to  a  national  regulative  body.  Under  the 
Railroad  Administration  each  local  section  has  a  district  freight  traffic 
committee.  That  was  explained  by  Mr.  Thorne.  Most  Texas  ques- 
tions come  before  the  Dallas  committee,  and  within  less  than  six 
months  there  have  been  filed  with  that  committee  533  subjects  dock- 
eted, and  in  most  cases  conferences  held  and  reports  made.  That 
committee  has  usually  been  able  to  give  quick  action  when  something 
is  desired  and  in  a  majority  of  the  cases  the  matters  have  been  satis- 
factorily thrashed  out  between  the  shippers  and  the  carriers,  and  the 
recommendations  have  been  apparently  satisfactory.  In  a  large  num- 
ber of  cases  the  reverse  is  true,  but  at  any  rate  we  got  a  quick  hearing 
before  the  local  committee.  However,  the  recommendations  of  the 
Dallas  committee  have  to  go  to  the  Chicago  committee  and  then  they 
are  sent  by  that  coinniittee,  with  its  recoinuicndations,  to  the  Director 
General  ait  Washington. 

Senator  Pomerene.  Who  passes  on  it  there  ? 

Mr.  FuLBRiGHT.  I  believe  Mr.  Thorne  explained  that  as  well  as  I 
could. 

The  result  is  that  although  the  district  committee  has  passed  on 
some  questions  three  or  four  months  ago,  and  there  is  no  dispute  be- 
tween the  public  and  the  railways  as  to  the  decision,  and  the  matter 
may  be  urgently  desired  by  the  public,  yet  we  are  delayed  and  have 
not  the  freight  rate  authority  to-day.  This  is  not  a  fault  of  the  ad- 
ministration, but  it  is  the  fault  of  the  system  whereby  such  a  tre- 
mendous volume  of  questions  become  concentrated  before  one  body  here 
at  Washington,  and  they  have  to  take  them  in  their  order  and  neces- 
sarily can  not  dispose  of  them  as  quickly  in  many  cases  as  the  subject 
demands.  This  applies  in  like  manner  to  any  system  of  regulation 
which  is  centered  wholly  in  one  place  before  one  body,  because  the 
transportation  questions  arising  day  by  day  throughout  this  great  land 
are  so  numerous  and  so  multiform  that  some  stations  close  at  hand 
should  be  created  which  will  take  care  of  and  finally  adjudicate  all 
of  those  upon  which  there  is  no  serious  dispute  or  in  which  there  is 
no  great  general  question  of  public  interest  involved. 

In  conclusion  we  desire  to  reiterate  our  position  as  favoring  a  con- 
tinuance of  law  providing  that  the  President  may  take  over  the  rail- 
roads and  operate  them  as  a  unit  when  national  emergencies  require, 
and  we  reiterate  our  desire  that  Conirress  immediately  enact  a  law 
restoring  the  various  tribunals  which  w^ere  available  before  Govern- 
ment control,  and  then  in  the  meantime  proceed  with  the  enactment 
of  adequate  legislation  as  soon  as  possible  in  order  that  the  railroad^ 
may  be  returned  to  their  owners,  as  we  are  unanimously  of  opinion 
they  should  be. 

Senator  Townsexd.  I  have  heard  for  sometime  from  witnesses  of 
the  railroads  appearing  before  our  committee  that  Texas  was  a  horri- 
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ble  example  of  the  difficulties  arising  out  of  State  and  Federal  con- 
trol; that  the  complirations  were  making  it  exceedingly  expensive 
and  uncertain  for  the  railroads.  Can  you  tell  me  to  what  extent  you 
think  that  is  true? 

Mr.  FuLBRiGHT.  Yes,  sir;  we  went  through  one  fearful  fight  for 
several  years  in  settling  the  law  that  was  finally  adjudicated  by  the 
Supreme  Court  in  the  first  decision  of  the  Shreveport  case.  The 
Supreme  Court  did  settle  it,  and  in  the  second  hearing  of  the  Shreve- 
j)ort  case  an  order  was  made,  and  that  started  on  its  way  up  through 
the  courts ;  but  the  rates  became  effective  as  prescribed  by  the  Inter- 
state Commerce.  Commission,  under  which  the  discriminations  were 
removed,  making  one  level  of  rates  intrastate  and  interstate  on  prac- 
tically all  commodities  of  importance.  Noav,  then,  to  show  you  how 
well  the  railroads  became  satisfied  with  that  adjustment,  when  the 
general  15  per  cent  case  was  brought  before  the  Interstate  Com- 
merce Commission  here  asking  for  a  15  per  cent  raise  without  any 
jiearing,  the  Texas  railroads  thought  it  best  not  to  join  in  that,  be- 
cause they  had  secured  such  material  increases  in  the  Shereveport 
case  that  they  felt  it  would  practically  take  care  of  them  for  the 
time  being.  Now,  the  Texas  shipping  interests,  on  the  other  hand-- 
the  business  men — have  come  to  realize  that  after  all  it  is  a  just  de- 
csion,  and  the  result  Jias  been  a  much  better  settling  of  conditions  in 
Texas.  We  did  have  a  horrible  example,  but  we  lived  through  it  and 
the  day  is  passed. 

Senator  Townsexd.  Is  it  feasible  now.  under  your  laws,  for  a  rail- 
road system  to  extend  a  branch  line  or  to  build  a  new  one? 

Mr.  FuLBRiGHT.  Under  our  Texas  stock  and  bond  law  it  is;  yes. 
We  have,  I  think,  a  splendid  law  in  that  respect.  The  discourage- 
ment, though.  Senator,  in  the  past  has  been  on  account  of  that  lower 
level  of  rates  in  the  State,  which  was  maintained  by  the  State  body; 
and  I  will  say  that  their  policy  has  not  been  a  broad  one  at  all  times; 
but  to-day  that  body  has  experienced  somewhat  a  change  of  senti- 
ment or  a  change  of  view  that  has  been  experienced  generally  bv 
the  shipping  public  in  our  section,  and,  as  I  said,  I  think  the  day 
of  the  fight  betAveen  the  State  and  interstate  commissions  has  passed. 

I  thank  you. 

Senator  Pomerene.  Anything  further  of  this  witness? 

Senator  Kellogg.  No. 

Senator  Pomerene.  It  is  now  about  time  for  the  hour  of  recess. 
The  clerk  of  the  committee  advises  me  that  Mr.  Warfield  is  not  quite 
prepared  to  go  on  to-morrow,  and  asks  that  the  date  be  changed  to 
Thursday.  I  am  also  advised  that  Mr.  Edgar  J.  Rich,  representing 
the  New  England  shippers,  is  here  and  is  eager  to  go  on;  and  there 
are  some  members  of  the  State  commission  here  also.  What  is  the 
desire  of  the  committee  with  regard  to  that? 

Senator  Toavnsend.  Let  them  go  on  to-morrow. 

Senator  Cummins.  I  care  nothing  about  the  order. 

Senator  Pomerene.  The  committee  is  not  particular  about  the 
oi'der,  and  Mr.  Rich  is  here,  and  I  suppose  we  will  go  on  with  him. 
Then,  M^e  will  stand  recessed  until  10  o'clock  to-morrow  morning. 

(Whereupon,  at  11.40  o'clock  a.  m.,  the  committee  adjourned  until 
Wednesday,  January  29,  1919,  at  10  o'clock  a.  m.) 


EXTEiNSIO^  OF  TEiNURE  OF  GOVERiNME.NT  COiNTROL  OF 

RAILROADS. 


WEDNESDAY,  JANUARY  29,  1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington,  D.  C. 
The  committee  met,  pursuant  to  adjournment,  in  room  at  10  o'clock 
a.  m.,  Senator  Atlee  Pomerene  presiding. 

Senator  Pomerene  .  Mr.  Rich,  you  may  take  the  stand.  Yester- 
day at  the  close  of  the  hearing  Mr.  Kruttschnitt  presented  to  me  a 
memorandum  on  comparative  freight  rates  and  comparative  capital 
per  mile  in  the  United  vStates,  United  Kingdom,  France,  and  Ger- 
many. This  is  furnished  as  the  result  of  the  examination  the  other 
day,  and  he  asks  that  it  be  incorporated  in  the  record  as  an  appendix 
to  his  testimony.     Without  objection,  it  will  be  so  ordered. 

(The  said  memorandum  submitted  by  Mr.  Kruttschnitt  appears 
in  full  below,  as  foUows:) 

Memorandum  on  Comparative  Freight  Rates  and  Comparative  Capital  per 
Mile — United  States,  United  Kingdom,  France,  and  Germany. 

comparative  freight  rates. 

The  most  recent  general  comparison  of  railway  statistics  of  the  United  States  with 
those  of  foreign  countries  is  a  bulletin  of  the  Bureau  of  Railway  Economics,  No.  100, 
entitled  "  Comparative  Railway  Statistics,  United  States  and  Foreign  Countries,  1913." 
The  comparisons  in  this  bulletin  are  mostly  of  the  calendar  year  1913,  or  the  period 
most  nearly  approaching  that  year,  and  may  be  considered  as  the  last  normal  statis- 
tics preceding  the  war.  The  statistics  for  the  United  States,  United  Kingdom,  France, 
and  Germany  quoted  below  from  the  bulletin  were  secured  from  the  official  railway 
reports  of  the  respective  countries,  as  follows: 

United  States. — Twenty-sixth  annual  report  on  the  statistics  of  railways  in  the 
United  States  for  the  year  ended  June  30,  1913.     Interstate  Commerce  Commission. 

United  Kingdom. — Returns  of  the  capital,  traffic,  receipts,  and  working  expendi- 
tures, etc.,  of  the  railway  companies  of  the  United  Kingdom  for  the  year  1913. 
Commercial  Department,  Board  of  Trad(\ 

France. — Statistique  des  chemins  de  f(!r  Francais,  au  31  Decembre,  1913,  Interet 
general.    Ministere  des  Travaux  Publics. 

Germamj. — Statistik  der  im  Betriebe  befindlichen  Eisenbahnen  Deutschlands, 
Rechnungs  jahr  1913. 
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The  average  receipts  per  ton  in  I!)  1 3  were  as  follows  for  thefdiir  CDuntries: 

United  States $1.  068 

United  Kingdom 778 

France 898 

Germany 773 

The  principal  reason  why  the  average  for  the  United  States  is  higher  than  for  the 
other  three  countries  is  that  the  average  haul  per  ton  is  very  much  greater  than  else- 
where. In  the  United  States  the  average  haul  in  1913  was  260  miles,  in  France  77.8 
miles,  and  in  Germany  62  ni'les.  In  England  the  average  haul  is  estimated  hy  W.  M. 
Acworth,  the  British  economist,  at  from  25  to  30  miles. 

The  average  receipts  per  ton-mile  in  1913  were  n.s  follows  (cents): 

IJn'ted  States 0.  729 

France 1. 161 

(iermany 1.  241 

Here  again  official  returns  are  not  available  for  the  United  Kingdom,  although  Mr. 
Acworth  estimates  it  at  about  2.3  cents.  Mr.  Edwin  A.  Pratt,  an  English  writer  on 
railway  subjects,  in  a  book  published  in  J906,  entitled  "Railways  and  Their  Rates." 
devotes  a  number  of  pages  (6  to  11)  to  the  subject  of  comparative  freight  rates  in  the 
United  Kingdon  and  the  Unlred  States.  He  accepts  without  argument  the  general 
claim  that  railway  rates  on  that  side  of  the  .Xtlantic;  are  substantially  higher  than  they 
are  on  this  side,  and  devotes  his  attention  mainly  to  explaining  why  such  is  the  fact. 
.\nother  British  writer.  Mr.  (now  sir^  George  Faish,  in  a  book  published  in  1902  iinder 
the  title  of  "The  British  Railway  Position,"  makes  a  number  of  comparisons  of  the 
efficiency,  earnings  and  e.x:penses,  train  loading,  etc..  of  American  and  British  rail- 
ways, the  advantage  being  always  with  the  American  roads.  In  respect  to  average 
receipts  per  ron-mile,  Mr.  Paish  presents  a  .  omparative  table  (p.  3G).  showing  that  in 
1900  the  average  on  the  Pennsylvania  Railroad  was  about  0.55  cent  per  ton-mile, 
while  on  the  London  &  Northwestern  Railway  of  England  it  was  about  2.41  cents. 

Turning  to  a  comparison  of  freight  charges  in  the  United  States,  United  Kingdom, 
France,  and  Germany,  based  on  similar  commodities  hauled  for  corresponding  dis- 
tances, there  have  been  a  number  of  studies  along  that  line.  For  example.  Prof. 
Henry  C.  Adams,  then  in  charge  of  statistics  and  accounts  of  the  Interstate  Commerce 
Commission,  prepared  in  1905,  at  the  request  of  the  Senate  Committee  on  Interstate 
and  Foreign  Commerce  a  table  showing  specific  freight  rates  on  a  number  of  selected 
commodities  in  the  United  States  and  in  Prussia-Hesse.  In  the  case  of  both  countries 
the  points  selected  were  those  between  which  freight  actually  moved  in  some  quan- 
tity. On  bituminous  coal  for  certain  specific  distances,  from  300  to  600  miles,  the 
American  rate  was  from  0.332  to  0.524  cent,  while  the  Prussian  rate  was  0.727  to  0.82;) 
cent,  the  longer  distances  in  each  case  showing  the  lower  rate  per  ton-mile.  On  woolen 
yarns,  for  distances  from  320  to  670  miles  the  American  rate  was  from  1.48  to  2.18  cents, 
while  the  Prussian  rate  was  from  2.04  to  2.17  cents.  On  cotton  yarns,  for  distances  of 
from  50  to  330  miles,  the  American  rate  was  from  1.13  to  5.()()  cents,  while  the  Prussian 
rate  was  from  2.4(5  to  3  cents.  On  coffee,  for  distances  of  from  270  to  330  miles,  the 
American  rate  was  from  0.91  to  1 .18  cents,  while  the  Pnissiau  rate  was  from  1.75  to  2.03 
cents.  On  unmanufactured  tobacco,  for  distances  of  from  370  to  ()30  miles,  the  Ameri- 
can rate  was  from  0.87  to  1 .73  cents,  while  the  Prussian  rate  was  from  1 .72  to  1.74  cents. 

These  rates  were  published  in  a  digest  of  hearings  on  regulation  of  railway  rates. 
Appendix  IX.  Prussian  Railway  Tariffs,  Senate  Document  No.  244,  part  2,  Fifty- 
ninth  Congress,  first  session,  pages  22-24. 

The  Bureau  of  Railway  Economics  in  1915  issued  a  comprehensive  statement  of 
comparisons  of  rates  on  certain  commodities  for  specific  distances  in  the  United  States 
and  a  number  of  foreign  countries.  The  material  was  drawn  in  the  first  instance  from 
consular  reports  to  the  United  States  Waterways  (Commission,  and  most  of  it  was 
carefully  verified  by  the  Governments  of  the  \arious  countries  affected,  although 
complete  verification  proved  impossible  in  some  cases  on  account  of  the  outbreak  of 
the  war.  The  statement  was  published  as  a  bulletin  entitled  "'Comparison  of  Railway 
Freight  Rates  in  the  United  States,  the  Principal  Countries  of  I'urope,  South  .\us- 
tralia,  and  South  .\frica." 

From  the  foregoing  bulletin  the  following  information  has  been  drawn  with  regard 
to  rate  comparisons  as  between  the  United  States,  United  Kingdom,  France,  and 
Germany.  It  will  be  understood  that  the  comparison  in  each  case  is  between  the 
United  States  and  a  particular  country  and  is  based  on  the  number  of  (juotations 
and  the  specific  distances  covered  by  tliat  comparison.  The  result  is  that  the  Ameri 
can  averages  vary  from  comparison  to  comparison  because  of  the  different  compositit)ii 
of  the  rates  which  went  to  make  them  up.  The  point  to  be  emphasized  in  each  caai* 
is  the  American  showing  in  each  pair  of  comparisons. 
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Thp  average  charge  per  ton-mile,  in  rents,  was  as  follows  in  each  case: 


Bituminous  coal: 

United  States 0.  840 

United  Kingdom 943 

United  States 597 

France 832 

United  States 532 

Germany 755 

Iron  ore: 

United  States 576 

United  Kingdom 1. 107 

United  States 401 

France 552 

United  States 444 

Germany 580 

Lumber: 

United  States 1.  691 

United  Kingdom 2.  931 

United  States 1 .  026 

France 1.006 

United  States 

Germany 

Grain: 

United  States 1 .  916 

United  Kingdom 2.  568 

United  States 1 .  155 


Grain — Continued. 

France 1 .  315 

United  States 795 

Germany 1 .  254 

Stone : 

United  States 1 .  501 

United  Kingdom 2.  737 

United  States 770 

France 823 

Fertilizer: 

United  States 2.  029* 

United  Kingdom 2.  271 

United  States 1. 471 

France 1.  546- 

Logs: 

United  States 1. 538 

United  Kingdom 4.  837 

United  States 959- 

Germany 1 .  353 

Iron  and  steel  products: 

United  States 963 

France 1.039 

United  States 1. 006 

Germany 1.  330- 


COMPARATIVE    CAPITAL    PER    MILE. 

Bulletin  100  of  the  Bureau  of  Railway  Economics  shows  that  the  capital  per  mile 
of  line  in  1913  was  as  follows  in  the  United  States,  United  Kingdom,  France,  and 
Germany: 

United  States $65,  861 

United  Kingdom 274,  027 

France 150, 439 

Germany 120,  049' 

If  it  be  argued  that  one  reason  for  the  low  capitalization  per  mile  in  the  United 
States  is  due  to  the  fact  that  a  smaller  proportion  of  the  American  lines  are  double 
tracked  than  in  Europe  or  on  the  Continent,  railway  capital  of  each  country  can 
easily  be  reduced  to  average  per  mile  of  main  track  (1,  2,  3,  4,  etc.)  and  per  mile  of 
all  track  (main  track,  yard  track,  and  sidings).  The  showing  for  1913,  then,  will  be 
as  follows: 

Capital  per  mile,  1913. 


United 

States. 

United 
Kingdom. 

France 
(1912). 

Germany, 

Per  mile  of  line 

$65,861 
.56,697 
41,480 

$274,027 
159,680 
117,173 

$150,439 
103,904 

$120, 049 
85, 620 

Per  mile  of  main  track 

Per  mile  of  all  track 

58. 437 

It  will  be  seen  that  even  when  placed  ujjon  a  mile  of  main  track  or  mile  of  all  track 
comparison,  the  American  railway  capital  is  much  lower  than  that  ol  any  of  the  three 
foreign  countries  named.  Such  a  statement  as  the  foregoing  does  not,  of  course,  tell 
the  whole  story,  inasmuch  as  a  mile  of  line  costs  considerably  more  to  build  than  a 
mile  of  additional  track.  When  a  second  track  is  laid,  there  is  either  no  additional 
cost  for  right  of  way  or  at  least  the  cost  is  not  proportional  to  the  cost  of  the  original 
construction.  The  same  is  true  of  grading,  filling  in,  ballasting,  track  or  signal  facili- 
ties, additional  buildings,  etc.  In  other  words,  a  comparison  between  the  United 
States  and  the  other  countries  on  the  basis  of  all  tracks  is  advantageous  to  the  other 
countries  and  disadvantageous  to  the  United  States,  in  so  far  as  the  proportion  of 
additional  tracks  is  greater  abroad  than  here. 
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STATEMENT  OF  MR.  EDGAR  J.  RICH. 

Senator  Pomerene.  Mr.  Rich,  you  will  please  give  your  name, 
residence,  business  occupation,  and  state  whom  you  represent. 

Mr.  Rich.  My  name  is  Edgar  J.  Rich,  6  Beacon  Street,  Boston, 
Mass.  I  represent  the  Associated  Industries  of  Massachusetts,  which 
is  an  organization  of  about  1,000  manufacturers  in  that  State.  It  is 
composed  largely  of  the  small  manufacturers,  althou^  such  large 
corporations  as  the  American  Woolen  Co.,  American  Writing  Paper 
Co.,  and  the  General  Electric  Co.  are  also  members;  but  the  organ- 
ization is  primarily  for  the  purpose  of  protecting  the  interests  oi  the 
smaller  manufacturers.  I  also  represent  the  Massachusetts  Chamber 
of  Commerce,  which  is  an  organization  of  some  58  constituent  bodies — 
local  boards  of  trade  or  chambers  of  commerce  throughout  the  State — 
and,  as  you  know,  those  local  bodies  are  largely  made  up  of  the  smaller 
dealers. 

Senator  Pomerene.  What  is  your  official  relationship  to  these 
organizations  ? 

Mr.  Rich.  1  am  transportation  counsel  for  the  Associated  Indus- 
tries of  Massachusetts.  I  am  a  member  of  the  transportation  com- 
mittee of  the  Massachusetts  Chamber  of  Commerce.  I  think  it  is 
only  fair  to  refer,  perhaps,  to  my  affiliations  in  the  past,  as  indicating 
perhaps  that  I  have  been  able  to  get  at  the  point  of  view  of  many 
interests.  For  a  number  of  years  I  was  general  solicitor  of  the 
Boston  &  Maine  Railroad,  and,  as  such,  gave  especial  attention  to 
rate  problems.  I  was  associated  with  Mr.  Thom,  of  the  railway 
executives'  advisory  committee,  about  two  years.  For  10  years  I 
have  been  a  lecturer  on  the  theory  and  practice  of  rate  making  at 
Harvard  University;  but  I  want  to  say,  Mr.  Chairman,  that  that 
gives  me  no  authority  to  address  this  committee,  because  the  subjects 
which  I  have  taught  have  been  very  elementary  subjects.  At  the 
present  time  my  only  professional  affiliations  are  with  the  commercial 
interests. 

I  want  to  refer  for  a  moment  to  the  most  admirable  statement 
made  yesterday  in  behalf  of  the  Texas  interests.  I  have  seldom 
heard  a  statement  so  fair,  so   clear,  so  comprehensive;  and   I   am 

f  ratified  to  be  able  to  say  that  the  interests  which  I  represent,  which 
think  are  fairly  representative  of  the  interests  of  New  England, 
agree  substantially  with  almost  everything  that  the  Texas  interests 
have  put  forth  in  their  plan. 

In  fact,  in  examining  the  nine  resolutions,  I  found  that,  judging 
from  my  discussions  with  our  commercial  interests,  we  were  in  pretty 
full  accord  with  eight  out  of  the  nine ;  and  I  desire  to  discuss  the  one 
which  I  leave  out  of  that  category,  namely,  their  fourth  resolution; 
because  that,  perhaps,  is  the  most  important.  It  relates  to  the 
financing  of  the  weaker  lines,  and  we  believe  that  in  that  there  is  the 
germ  out  ot  which  will  grow  a  systerh  of  regulation  which  will  meet 
the  very  vital  problems  of  transportation.  It  seems  to  me  it  is  an 
exceedingly  hopeful  sign  when  two  communities,  so  difi"crent  commer- 
cially and  industriady  as  Texas  and  New  England,  are  in  substantial 
accord  as  to  the  proper  method  of  solving  this  transportation  problem. 

Before  coming  to  that  part  of  my  presentation  which  deals  with,  I 
think,  a  lundamental  problem,  I  want  to  refer  briefly  to  one  or  two 
of  the  matters  developed  yesterday.     I  doubt  if  I  can  develop  any- 
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thing  as  clearly  as  it  was  developed  by  Mr.  Fulbright;  but  I  may  be 
able  to  add  something  to  it. 

First,  on  this  question  of  the  control  of  rates.  We  believe  with 
the  Texas  interests,  that  the  time  has  come  when  all  rates,  both  State 
and  interstate,  must  be  controlled  by  the  Federal  Government. 
It  is  not  necessary  for  me  to  call  the  attention  of  this  committee  to 
the  situation  which  has  developed  in  almost  every  part  of  this 
country.  Take,  for  instance,  the  situation  in  Senator  Kehogg's 
State.  There  the  State-made  rates  affected  only  2.67  per  cent  of  tne 
freight  business,  and  only  5.79  per  cent  of  the  passenger  business; 
and  yet  the  fixing  of  those  rates  by  the  State  authority  affected  every 
rate  on  those  transcontinental  lines  to  the  Pacific  coast.  But  without 
referring  to  those  matters,  with  which  you  are  doubtless  familiar,  I 
want  to  refer  to  a  situation  that  we  have  in  New  England. 

It  has  been  thought  in  the  past,  I  think,  that  these  conflicts  be- 
tween State  and  interstate  rates  have  been  confined  more  largely 
to  the  Southwest  and  the  West;  and  yet  I  think  we  have  in  New 
England  the  most  glaring  case  of  the  improper  influence  of  State 
action  on  interstate  commerce.  I  refer  to  a  situation  which  has  de- 
veloped in  New  Hampshire.  Some  years  ago,  in  the  earlj^  eighties, 
the  Legislature  of  New  Hampshire  authorized  the  consolidation  of 
railroads  on  condition  that  the  rates  should  not  be  raised  on  the 
consolidated  railroad.  Matters  went  on  without  difficulty  until 
about  1900. 

Senator  Pomerene.  That  is,  you  mean  State  rates? 

Mr.  Rich.  The  statute  said  "rates,"  and  the  supreme  court  inter- 
preted that  as  referring  to  State  and  interstate  both. 

Senator  Pomerene.  That  was  the  supreme  court  of  the  State,  you 
mean? 

^Ir.  Rich.  Of  the  State. 

Senator  Kellogg.  That  was  a  provision  of  the  act  authorizing 
consolidation  ? 

Mr.  Rich.  Yes,  sir.  Matters  went  on  without  much  trouble  until 
about  1900,  when  prices  began  to  rise  and  rates  began  to  be  increased 
slightly  throughout  the  country,  and  the  Boston  &  Maine  Railroad, 
which  w^as  one  of  the  corporations  which  had  accepted  the  benefits 
of  the  act,  raised  its  rates  a  cent  a  hundred  pounds.  Then,  in  1907, 
an  action  was  brought  by  the  Attorney  General  against  the  Boston  & 
Maine  Railroad,  and  for  10  years  that  question  of  the  lawfulness  of 
that  action  was  before  the  legislature  and  before  commissions  and 
before  the  courts,  and  it  never  was  settled;  and,  in  the  meantime,  as 
I  have  just  indicated,  the  supreme  court  decided  that  that  statute 
referred  not  only  to  State  but  to  interstate  rates. 

Now,  of  course,  nobody  believes  that  the  State  could  regulate 
interstate  rates,  and  of  course  if  the  railroad  went  ahead  and  in- 
creased its  interstate  rates,  no  court  would  enjoin  them;  but  a  serious 
question  arose  as  to  whether  their  charters  might  not  be  invalidated. 

In  1914  the  necessity  for  increased  revenue  became  somewhat 
acute,  and  the  Interstate  Commerce  Commission,  which  was  then 
holding  an  investigation,  decided  that  rates  ought  to  be  increased, 
and  they  got  together  in  conference  the  State  commissions  of  the 
States  through  which  the  Boston  &  Maine  Railroad  ran — Maine, 
New  Hampshire,  Vermont,  New  York,  and  Massachusetts,  and  the 
road   also  ran  into  Canada,  but  no  Canadian  representative  was 
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present.  They  all  agreed  that  the  rates  should  be  raised,  and  yet 
they  came  up  against  this  mandate  from  the  Legislature  of  New 
Hampshire,  and  the  New  Hampshire  commission  was  mi  able  to  agree 
upon  any  basis  of  rates,  and  claimed  the  authority  to  exercise  juris- 
diction over  State  and  interstate  rates.  The  situation  became  so 
acute  that  Interstate  Commerce  Commissioner  Prouty,  who  was  pre- 
siding at  the  hearing,  finally  decided  that  all  rates  on  the  Boston  & 
Maine  Railroad,  including  State  and  interstate,  must  be  fixed  by  the 
State  commission  of  New  Hampshire.  Permit  me  to  read  a  short 
paragraph  from  the  report  made  by  Commissioner  Prouty  in  that 
case: 

The  commission  of  New  Hampshire,  under  the  peculiar  circumstances  obtaining 
in  that  State,  must  approve  rates  before  they  can  be  established. 

When  the  Boston  &  Maine  leased  the  roads  located  in  New  Hampshire  the  legisla- 
ture of  that  State  proidded  that  the  leases  should  be  upon  condition  that  no  advance 
in  rates,  either  State  or  interstate,  should  ever  be  made.  Subsequently  advances 
were  in  fact  made  and  proceedings  were  begun  attacking  these  advances.  The  Su- 
preme Court  of  New  Hampshire  held  that  the  oldigation  not  to  advance  rates  was 
binding  upon  the  Boston  &  Maine  even  as  to  its  interstate  charges.  Assuming  that 
this  decision  is  wrong  as  to  interstate  rates,  and  that  the  Boston  &  !Maine  might,  not- 
withstanding the  condition  upon  which  these  leases  were  taken,  advance  its  interstate 
transportation  charges,  still  it  is  e^ddent  that  to  do  so  might  void  the  leases  themselves 
and  therefore  disrupt  the  Boston  &  Maine  system.  As  a  practical  matter,  therefore, 
the  condition  is  obligatory.  The  legislature  of  New  Hampshire,  recognizing  that 
possibly  in  justice  to  this  company  its  transportation  charges  should  be  increased,  has 
provided  that  the  commission  of  that  State  may  permit  such  advances,  but  that  no 
advances  shall  be  made  until  they  have  been  affirmatively  sanctioned  by  that  body. 

It  results,  therefore,  that  the  Boston  &  Maine  can  advance  no  rates,  either  State  or 
interstate,  which  apply  within  the  limits  of  the  State  of  New  Hampshire  without  the 
approval  of  the  commission  of  that  State. 

There  you  have  the  Federal  Government  made  powerless  by  reason 
of  State  action. 

Senator  Cummins.  ^Ir.  Rich,  that  was  substantially  an  aOTeement 
on  the  part  of  the  Boston  &  Maine  Railroad  not  to  increase  the  rates  ? 

Mr.  Rich.  Exactly,  sir. 

Senator  Cummins.  And  it  has  that  element  in  it,  that  is  not  in  the 
general  involuntary  State  action  ? 

Mr.  Rich.  Yes,  sir. 

Senator  McLean.  Would  not  the  Federal  Government  be  power- 
less to  violate  the  provisions  of  the  contract  ? 

Senator  Cummins,  I  think  I  can  hardly  go  that  far.  I  can  see  that 
there  might  be  consequences  that  would  be  very  serious  to  the 
Boston  &  Maine  Railroad.     But  that  is  a  new  element  in  the  situation. 

Mr.  Rich.  Exactly,  sir;  and,  therefore,  the  Boston  &  Maine  Rail- 
road, having  accepted  the  benefits  of  the  act,  perhaps  can  not  com- 
Elain  that  it  is  subject  to  the  burdens ;  but  the  public  in  other  States 
ave  reason  to  complain  that,  by  reason  of  inadequate  revenue,  they 
are  not  getting  the  facilities  that  they  need. 

Senator  Pomerene.  Do  you  express  an  opinion  as  to  the  soundness 
of  the  legal  proposition  that  the  Interstate  Commerce  Commission 
can  not  increase  those  rates  ? 

Mr.  Rich.  No,  sir. 

Senator  Pomerene.  In  view  of  this  agreement? 

Mr.  Rich.  I  believe  that  the  Interstate  Commerce  Commission,  if 
it  had  power  to  initiate  rates,  could  increase  those  rates.  I  have  no 
doubt  of  that;  but  you  are  brought  up  against  a  practical  situation, 
as  we  were  here.     There  you  have  a  single  State  not  only  regulating 
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the  rates  within  the  State,  but  regulating  all  interstate  rates,  and, 
furthermore,  regulating  all  intrastate  rates  in  other  States,  as  a 
practical  matter. 

We  agi'ee,  therefore,  fully  with  the  presentation  made  by  the 
Texas  interests,  that  the  Interstate  Commerce  Commission  should 
have  power  to  fix  the  rates.  Of  course,  the  proposition  developed  by 
Mr.  Fulbright  was  a  proposition  for  conference;  but  he  stated,  in 
answer  to  a  question  here,  that  if  there  were  any  conflict  between  the 
State  and  the  Federal  commissions  as  to  whether  or  not  State  rates 
burdened  interstate  commerce,  the  decision  of  the  Interstate  Com- 
merce Commission  should  prevail;  and  that  is  the  essence  and  must 
be  the  essence  of  any  plan  which  seeks  to  relieve  this  intolerable 
situation. 

Senator  Kellogg.  As  I  understand  your  interpretation  of  what 
Mr.  Fulbright  said,  it  was  that  wherever  there  was  a  conflict  the 
Federal  Government  must  control  ? 

Mr.  Rich.  Yes,  su-. 

Senator  Kellogg.  But  the  question  is,  When  is  there  a  conflict  ? 
Now,  take  the  Minnesota  rates  that  you  spoke  about.  The  Supreme 
Court  decided  that  because  the  State  made  a  rate  of  2  cents  a  mile — 
I  think  that  was  it — from  St.  Paul  to  Moorhead,  which  is  on  the  State 
line  of  North  Dakota,  it  did  not  conflict  with  an  interstate  rate  of 
3  cents  across  the  river.  But,  as  matter  of  fact,  of  course,  in  competi- 
tion, you  can  not  maintain  a  higher  interstate  rate  than  you  can 
intrastate.  Now,  if  they  did  not  conflict,  then  there  would  be  nothing 
for  the  Federal  Government  to  overrule. 

Mr.  Rich.  If  the  effect  of  the  lower  State  rate  was  directly  to  place 
a  burden  upon  interstate  traffic,  it  would  conflict  in  that  sense. 

Senator  Kellogg.  But  the  Supreme  Court  decided  it  was  not. 

Mr.  Rich.  The  Supreme  Com't  held  in  that  case  that  the  State 
could  impose  those  rates,  and  tha^  the  Interstate  Commerce  Com- 
mission could  find,  as  I  remember,  that  they  were  discriminatory  as 
to  interstate  rates,  but  that  the  commission  had  no  power  and 
Congi'ess  had  no  power  to  say  that  the  State  rates  should  be  put  up 
to  the  basis  of  the  interstate  rates. 

Senator  Keijx)GG.  That  is  true,  but  then,  Mr.  Fulbright's  position 
is  that  the  law  as  it  now  stands  takes  care  of  the  situation,  just  per- 
petuates that  condition,  does  it  not  ? 

Mr.  Rich.  If  that  be  true.  Senator,  I  would  go  fm'ther  and  give  to 
the  Interstate  Commerce  Commission  the  affirmative  power  over  all 
rates.  State  and  interstate. 

Senator  Kellogg,  That  is  the  point  on  which  I  wanted  your 
opinion. 

!Mr.  Rich.  Yes,  I  would.  In  that  particular.  Senator,  I  go  beyond 
the  statement  made  by  Mr.  Fulbright. 

Senator  Kellogg.  1  may  have  misunderstood  Mr.  Fulbright. 

Mr.  Rich.  No  ;  I  think  you  are  right,  Senator.  Now,  there  is  one 
exception  to  that,  and  rather  an  important  exception,  and  that  is  we 
do  not  believe  that  the  Interstate  Commerce  Commission  should  be 
given  power  over  local  commutation  rates,  not  because  logically 
it  should  not  have  that  power,  but  because,  as  a  practical  matter, 
you  would  interfere  with  the  development  of  the  suburbs  of  our 
great  cities.  Our  suburbs  have  been  built  up  upon  a  certain  State 
policy  as  to  rates. 
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In  Massachusetts,  for  instance,  we  have  passenger  commutation 
rates  fixed  by  State  statutes  within  a  15-mile  zone,  and  the  com- 
munities within  that  15-mile  zone  have  been  developed  upon  that 
basis  of  rates,  and  clerks  and  others  who  are  earning  small  income 
have  gone  out  into  the  country  and  have  built  their  little  homes,  and 
we  believe  that  that  is  so  peculiarly  a  State  matter  that  the  regula- 
tion of  commutation  rates  should  be  left  with  the  State,  although 
logically  there  is  little  distinction  between  local  commutation  rates 
and  any  other  passenger  or  freight  rates. 

It  is  not  my  purpose  to  discuss  the  question  as  to  whether  the 
railroads  should  be  retm-ned 

Senator  Cummins  (interposing).  I  want  to  get  your  notion  clearly 
there,  Mr.  Rich,  because  it  involves  rather  a  fundamental  question 
in  dealing  with  this  problem.  You  are  of  opinion  that  Congress 
could  explicitly  confer  upon'  the  Interstate  Commerce  Commission 
the  authority  to  fix  all  rates,  interstate  and  intrastate,  without  any 
qualification  whatever  ? 

Mr.  Rich.  Yes. 

Senator  Cummins.  I  have  not  been  able  to  bring  my  mind  to  that 
conclusion.  I  believe  that  a  great  many  rates  that  relate  to  carriage 
wholly  within  a  State,  either  as  to  property  or  persons,  can  be  fixed 
b}'  the  Federal  authority,  but  I  have  no  doubt,  myself,  that  there 
are  some  rates  within  a  State  that  can  not  be  fixed  by  Federal 
authority. 

Mr.  Rich.  I  do  not  care  to  take  the  time  of  the  committee  to  de- 
velop something  which  perhaps  is  not  altogether  clear  in  my  own 
mind.  I  have  given  you  what  I  think  would  be  the  power  of  Con- 
gress. A  year  ago  I  wrote  for  the  Annals  of  the  American  Academy 
of  Political  and  Social  Science  an  article  on  the  necessity  for  exclusive 
Federal  control  over  State  and  interstate  rates,  in  which  I  discussed 
the  question  somewhat  fully,  and, I  am  going  to  take  the  liberty  of 
sending  to  the  members  of  the  committee  a  copy  of  this  article. 

Senator  Townsend.  Suppose  you  put  it  in  the  record,  Mr.  Rich? 
Is  it  long  ? 

Mr.  Rich.  No 

Senator  Pomerene.  Then  put  it  in  the  record. 

Mr.  Rich.  Thank  you;  I  will  be  very  glad,  of  course,  to  do  that. 

(The  article  above  referred  to  appears  in  full  below,  as  follows  :• 

(Reprinted  from  The  Annals  of  the  American  Academy  of  Political  and  Social  Science,  Philadelphia, 
March,  1918.— Publication  No.  1185.) 

Necessity  for  Exclusive  Federal  Control  over  State  and  Interstate  Rapes. 

[By  Edgar  J.  Rich.] 

On  the  28th  day  of  December,  1917,  the  President  took  over  the  railroads  of  the 
United  States  and  assumed  control  of  all  their  functions,  including  the  regulation  of 
rates.  The  railroads  are  now  being  operated  as  a  national  system,  and  the  State  com- 
missions are  retained  merely  in  an  advisory  capacity,"  to  perform  local  functions  to 
such  an  extent  as  the  Director  General  may  determine.  At  hearings  held  before  com- 
mittees of  Congress  during  the  month  of  January,  1918,  representatives  of  the  President 
urged  that  no  legislation  be  enacted  which  should  in  any  degree  hamper  the  operation 
of  these  railroads  as  a  national  transportation  system;  that  control  over  revenue  was 
essential  in  order  to  maintain  the  efficiency  of  service.  The  war  has  thus  emphasized 
the  essentially  national  character  of  railroad  transportation.  The  highest  efficiency 
is  necessary  for  a  successful  mobilization  of  the  national  resources  of  the  country,  and 
to  that  end  the  supreme  control  over  transportation  has  been  placed  in  the  hands  of 
one  supreme  authority.    State  lines  have  been  eliminated  in  transportation  to  the 
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same  extent  that  they  have  been  eliminated  in  every  other  line  of  the  war's  activities. 
War  is  exclusively  the  nation's  business,  and  all  the  engines  of  warfare,  of  which  the 
railroads  are  the  greatest,  must  be  under  the  exclusive  power  of  the  Commander  in 
Chief. 

To  what  extent  do  the  same  principles  of  exclusive  control  apply  in  times  of  peace? 
We  must  begin  now  to  perfect  a  system  of  regulation  which  shall  best  be  adapted  to 
the  Nation's  needs  when  these  railroad  systems  are  turned  back  to  their  owners  after 
the  war  has  ended.  It  is  inconceivable  that  an  Instrumentality  whose  essentially 
national  character  has  been  demonstrated  during  the  stress  of  a  titanic  conflict  should' 
again  become  subject,  to  t^ie  same  extent  ae  heretofore,  to  the  conflicting  and  selfish 
control  of  local  political  aulliorities.  But  as  the  problem  is  after  all  essentially  a  peace 
problem,  its  solution  must  be  attempted  with  reference  to  the  normal  conditions  of 
commercial  intercourse  in  times  of  peace.  The  aspect  of  the  problem  to  which  this 
article  is  directed  is  whether  the  Federal  Government  should  regulate  all  railroad 
rates  both  State  and  interstate. 

LOCAL  CONTROL  OVER  LOCAL  AFFAIRS  IS  ESSENTIAL. 

It  i.s  clear  that  Congress  can  not  exercise  power  over  intrastate  transportation  unless, 
in  order  to  set  interstate  commerce  free,  it  is  necessary  to  assume  such  power.  The 
constitutionality  of  its  exercise  depends  upon  whether  such  sweeping  authority  is 
necessary  in  order  to  prevent  interruption  to  interstate  commerce. 

Congress  can  not  regulate  commerce  which  is  strictlj-  local  and  which  has  no  effect 
upon  commerce  between  the  States  under  the  guise  of  the  exercise  of  its  plenary 
power  over  interstate  commerce.  The  mere  fact  that  the  gi-eat  preponderance  of 
railroad  traffic  crosses  State  lines  is  no  justification  for  the  assumption  of  control  over 
the  relatively  small  amount  of  traffic  which  moves  between  points  within  the  Stale, 
unless  there  is  some  interference  with  interstate  traffic  by  reason  of  the  exercise  of 
State  authoritj?^  over  this  State  traffic.  It  may  be  illogical  and  embarrassing  for  rail- 
roads to  submit  to  the  vexatious  regulations  of  many  jurisdictions;  it  may  be^contrary 
to  sound  principles  of  organization  to  be  compelled  to  take  their  affairs  before  several 
tribunals  when  one  tribunal  could  fully  exercise  all  the  authority  necessary  to  protect 
the  public  interests.  But  our  form  of  government  is  not  based  upon  the  theory  of 
efficiency;  it  is  based  upon  the  theory  of  democracy,  and  local  control  over  pvu'ely 
local  matters  is  the  very  corner  stone  of  democracy.  It  is  with  full  appreciation  of 
the  wisdom  of  retaining  local  control  over  purely  local  affairs  that  the  writer  approaches 
the  subject  of  exclusive  Federal  control  over  railroad  rates. 

NATIONAL  CONTROL  OVER  NATIONAL  AFFAIRS  IS   ESSENTIA!.. 

Under  our  American  form  of  government  it  is  recognized  that  certain  functions  of 
government,  the  exercise  of  which  affects  the  Nation  as  a  whole,  must  be  exercised  by 
an  authority  which  represents  all  the  people.  The  powers  delegated  to  Congress  by 
the  several  States  are  therefore  the  powers  which  are  national  in  their  scope.  In 
granting  these  powers  to  the  National  Government,  a  State  surrendered  certain  con- 
trol over  affairs  within  the  limits  of  its  boundary.  Each  State,  however,  gained  more 
than  an  equivalent  in  the  freedom  from  annoyance  through  a  like  surrender  of  power 
on  the  part  of  every  other  State.' 

Each  State  surrendered  to  the  Federal  Government  the  control  over  those  things 
which  affected  interstate  commerce;  it  did  not  surrender  control  over  those  activities 
which  did  not  affect  interstate  commerce.  Therefore  the  constitutionality  of  an 
assumption  of  exclusive  control  of  all  rates  depends  upon  the  answers  to  the  questions, 
(1 )  does  the  exercise  of  the  authority  of  the  Sfate  over  intra.state  rates  affect,  or  threaten 
to  affect,  interstate  commerce,  and  (2)  is  the  complete  control  over  all  intrastate 
rates  by  Federal  authority  necessary  in  order  that  an  effective  method  may  be  estab- 
lished for  the  elimination  of  State  interference  with  interstate  commerce. 

HOW    LOCAL   CONTROL   OVER    INTRASTATE    RATES   AFFECTS   INTERSTATE    TRAFFIC. 

The  effect  of  intrastate  rates  upon  the  movements  of  interstate  commerce  is  shown 
by  adjudicated  cases  too  numerous  even  to  cite.  A  reference  to  the  more  important 
of  these  cases  will  clearly  indicate  how  the  movements  of  traffic  in  interstate  com- 
merce are  directly  influenced  by  adjustments  of  State  rates. 

For  more  than  ]f.  years  the  shippers  of  Memphis,  Tenn.,  have  complained  that 
traffic  to  and  from  points  in  Arkansas,  w  hich  is  naturalh'  tributary  to  Memphis,  has 

'  See  masterly  address  by  Alfred  V.  Thom  before  the  State  Bar  Association  of  Tennessee,  June  25,  lOl."^, 
entitled  "A  Right  of  the  States." 
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been  diverted  to  Little  Rock  and  Pine  Bluff,  Ark.,  by  reason  of  a  low  ecale  of  rates 
put  into  effect  by  the  Arkansas  Commission.  In  1905  the  Interstate  Commerce 
Commission  found  that  in  the  case  of  many  articles  the  disparities  in  rates  are  greater 
than  the  profits  ordinarily  made  by  jobbers. ^ 

As;ain  in  1915  the  Interstate  Commerce  Commission  made  a  thorough  investigation 
of  the  effect  of  the  State  rates  in  Arkansas  upon  traffic  between  Arkansas  points  and 
Memphis,  and  in  its  findings  states: 

"It  is  undisputed  that  complainants  at  Memphis  are  actually  competing  with 
the  shippers  located  at  Arkansas  points,  and  that  in  many  instances  the  Memphis 
dealer  has  been  di*iven  from  Arkansas  markets  by  the  rompetition  of  the  merchants 
and  shippers  of  that  State.  The  Memphis  shippers  being  excluded  from  Arkansas 
on  account  of  these  State-made  rates,  Arkansas  shippers  and  merchants  are  unduly 
preferred,  wliile  the  Arkansas  consumer  is  cut  off  from  the  competing  Memphis 
market."^ 

It  seems  hardly  necessary  to  refer  to  "The  Minnesota  rate  cases.'"  There  are  facts 
set  forth  in  the  opinion  in  that  case  which  are  of  striking  significance.  The  State- 
made  rates  to  the  border  cities  were  mattrially  lower  than  the  interstate  rates  to  the 
cities  just  over  the  State  line.  The  circuit  court  found  that  if  discrimination  were 
to  be  prevented,  the  reduction  of  the  State  rates  to  Moorhead,  Minn.,  on  the  Northern 
Pacific  Railroad,  would  necessitate  the  reduction  in  rates  on  that  railroad  to  Fargo 
in  North  Dalcota,  just  over  the  line,  which  in  turn  would  necessitate  reductions  to 
other  points  in  Dakota,  which  in  turn  would  in  the  same  way  affect  rates  in  Montana, 
and  so  on  to  the  Pacific  ('oast.  And  yet  the  Minnesota  intrastate  traffic  on  the  Northern 
Pacific,  in  the  year  under  investigation  (1906)  was  only  2:67  per  cent  of  its  entire 
freight  busiu'^ss,  and  only  5.79  p  r  cent  of  its  entire  passenger  business.® 

In  1912-18  the  Interstate  Commerce  Commission  made  a  most  exhaustive  investi- 
gation of  exprtss  ratfs  and  established  the  so-called  uniform  zone  and  block  system 
for  all  interstate  expr>  ss  movements  in  the  United  States.  After  it  had  been  put 
into  effect  the  same  system  was  submitted  to  the  commissions  of  all  the  States  and 
40  States  adopted  the  same  system  and  basis  of  rates.  South  Dakota  was  one  of  the 
States  which  did  not  adopt  it,  but  instead  put  into  effect  rates  which  were  40  per  cent 
lower  than  those  approved  by  the  Federal  tribunal  and  by  most  of  the  State  com- 
missions." This  resulted  in  a  complaint  by  commercial  interests  of  Sioux  City, 
Iowa,  before  the  Interstate  Commerce  Commission,  in  which  it  was  alleged  that 
Sioux  City  was  at  a  distinct  disadvantage  in  the  markets  of  South  Dakota  in  competi- 
tion with  the  jobbing  towns  of  that  State. 

The  commission  found  that:  "These  differences  in  rates  place  a  burden  on  interstate 
shippers  and  give  a  corresponding  advantage  to  intrastate  shippers,  thus  accomplishing 
an  inevitable  restriction  of  shipments  in  interstate  commerce  or  shrinkage  of  profits."' 

It  is  immaterial  what  the  motive  may  be  for  imposing  schedules  of  State  rates  lower 
than  rates  for  transportation  across  State  lines  under  similar  circumstances  and  con- 
ditions. If  such  an  adjustment  of  rates  does  in  fact  directly  affect  interstate  com- 
merce, the  action  of  the  state  authorities  is  an  interference  with  commerce  which  the 
coastitution  declares  shall  be  subject  to  Federal  regulation.  But  it  is  not  without 
interest  to  note  the  frankly  avowed  motives  of  the  Texas  Railroad  Commission  to 
adjust  rates  in  such  a  way  as  to  check  traffic  movements  from  other  States  in  order  to 
build  up  distributing  centers  and  manufacturing  plants  within  that  State.  In  the 
celebrated  Shreveport  case"^  the  Interstate  Commerce  Commission  said:  "There 
appears  to  be  little  question  as  to  the  policy  of  the  Texa.''  commission.  It  is  frankly 
one  of  protection  to  it.s  own  industries  and  communities." 

It  then  proceeds  to  quote  from  reports  of  the  Texas  commission  in  which  a  definite 
protective  policy  is  declared  as  the  underlying  principle  in  making  its  rate  adjustments 
This  is  set  forth  and  summarized  in  one  sentence  by  the  Texas  commission:  "To 
Texas  as  a  whole  it  is  of  the  most  vital  concern  that  there  should  be  within  her  limits 
at  proper  places  joblnng  and  manufacturing  establishments." 

And  how  does  the  Texas  commission  go  about  this  self-imposed  duty  of  fostering 
home  industry  by  rate  adjustments.''  Shreveport,  in  Louisiana,  has  been  supplying 
the  markets  in  eastern  Texas.  It  must  be  shut  out.  Therefore  rates  must  be  made 
so  low  from  distributing  and  manufacturing  centers  in  Texas  that  the  country  stores 
and  the  consumers  will  be  compelled  to  trade  in  the,  home  markets.     Generally 

•  In  the  matter  of  freight  rates  between  Mt^raphi-;  and  points  in  Arkansas,  11  I.  C.  C.  180  (1905). 

» City  of  Memphis  v.  C.  R,  I.  &  V.  Ry.,  39  I.  C.  C,  256,  2ti3  (1916). 

'  230"U.  S.  352  (1913). 

'  Shepard  v.  Northern  Pacific  Ry.  Co.,  1S4  Fed.,  765,  "76  (1911). 

»  American  Express  Co.  v.  Caldwell,  244  TL  S.,  617  (1917). 

'  Traffic  Bureau  of  Sioux  City  v.  American  Express  Co.,  39  I.  C.  C,  703  (1916). 

'  Railroad  Commission  of  Louisiana  v.  St.  Louis  Southwestern  Railway  Co.,  23  I.  C.  C,  81,  35  (1912) 
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speaking,  the  Texas  rates  are  about  half  what  the  rates  are  from  Shreyeport  to  points 
in  Texas  for  the  same  distances— and  the  Interstate  Commerce  Commission  finds  that 
the  circumstances  and  conditions  for  interstate  and  state  traffic  are  substantially 
similar.  For  example,  if  a  farmer  in  Marshall,  Tex.,  wants  to  buy  a  wagon  he  finds 
that  he  can  send  to  Dallas,  147  miles  away,  and  pay  a  freight  rate  of  36.6  per  hundred 
pounds;  whereas  if  he  buys  in  Shreveport,  which  is  only  42  miles  away,  he  must 
pay  56  cents  per  hundred  pounds.  Or  a  man  at  Longview,  Tex. ,  can  buy  his  furniture 
at  Dallas,  124  miles  from  home,  and  pay  a  rate  of  24.8  cents  per  hundred  pounds, 
whereas  if  he  buys  in  Shreveport,  65  miles  from  home,  he  must  pay  35  cents  per 
hundred.*  Such  a  rate  adjustment  certainly  is  as  effective  as  a  protective  tariff;  it 
directly  interferes  with  the  movement  of  trade  through  preferential  adjustment  of 
transportation  charges. 

These  cases  which  have  been  cited  are  merely  illustrative  of  a  situation  which 
exists  to  a  greater  or  less  extent  in  almost  every  section  of  the  country.  Since  the 
Shreveport  case  was  decided  in  1912,  more  than  100  complaints  have  been  filed  with 
the  Interstate  Commerce  Commission  in  which  it  is  alleged  that  State-made  rates 
discriminate  against  interstate  rates.  Each  State  which  secures  a  selfish  advantage 
for  its  industries  through  the  fixing  of  low  rates  simplt  spurs  on  its  neighbor  to  seek 
to  conserve  its  trade  to  its  citizens.  Louisiana  bitterly  complained  about  the  selfish 
policy  of  Texas,  but  it  in  its  turn  established  a  basis  of  rates  which  tended  to  compel 
its  citizens  to  trade  in  Louisiana  to  the  disadvantage  of  industry  in  Mississippi.  Each 
State  seeks  to  outdo  its  neighbor  in  restricting  interstate  trade. 

These  illustrations  show  that  the  authority  of  the  State  over  intrastate  rates  directly 
affects  interstate  commerce.  The  menace  is  growing  more  serious  each  year,  and 
unless  effectively  checked  it  \vill  result  in  serious  interference  with  the  right  which 
the  citizens  of  every  State  have  under  the  constitution  to  trade  freely  with  the  citi- 
zens of  every  other  State.  This  is  not  a  mere  technical  right — it  is  a  right  which 
lies  at  the  basis  of  commercial  property. 

We  are  drifting  back  to  the  intolerable  conditions  which  prevailed  under  the  Con- 
federation, when  New  York  imposed  duties  on  dairy  and  farm_  products  coming  from 
New  Jersey  and  on  firewood  from  Connecticut;  when  Connecticut  imposed  duties  on 
articles  imported  from  Massachusetts;  when  Massachusetts  exacted  export  duties  on 
calk  skins  and  other  commodities,  and  Avhen  almost  every  State  sought  to  exclude 
the  products  of  every  other  State  which  came  in  competition  with  _its_  own  products 
or  to  retain  its  o\^ti  peculariarly  prized  products  at  home.  The  principal  reason  for 
the  adoption  of  the  Constitution,  as  every  reader  of  history  knows,  was  to  give_  to 
all  the  people  equal  commercial  opportunities,  but  to-day  the  railroad  rate-making 
policy  of  many  of  the  States  is  seriously  infringing  on  those  opportunities. 

DOES    A    REMEDY    EXIST   IN   THE    POWER   OF   THE    INTERSTATE    COMMERCE    COMMISSION 
TO    REMOVE    DISCRIMINATION? 

But  it  is  urged  that  an  ample  remedy  exists,  and  that  it  is  going  beyond  the  neces- 
sities of  the  case,  and  perhaps  beyond  the  constitutional  power  of  Congress,  to  ves- 
in  a  Federal  tribunal  all  power  over  all  rates,  both  State  and  interstate.  The  Shreve- 
port case  1"  is  cited  as  authority  for  this.  In  that  case  the  Interstate  Commerce  Corn- 
mission  found  that  the  Texas-made  rates  were  unduly  prejudicial  to  points  in  Louisi- 
ana; that  the  interstate  rates  were  reasonable.  But  the  commission  had  before  it 
the  problem  of  removing  the  discrimination.  What  is  said  about  the  reasonableness 
of  the  interstate  rates  was  largely  in  the  nature  of  dicta.  The  commission  clearly 
indicated  that  the  discrimination  could  properly  be  removed  by  the  railroads  by 
increasing  the  State  rates  to  the  basis  of  the  interstate  rates.  The  order  of  the  com- 
mission, which  was  before  the  court,  however,  simply  ordered  the  discrimination 
removed,  and  obiously  a  discrimination  may  be  removed  by  reducing  the  higher 
rate  (in  this  case  the  interstate  rate)  to  the  level  of  the  lower  rate,  as  well  as  by  raising 
the  lower  rate  to  the  basis  of  the  higher  rate.  The  essential  part  of  the  order  is  as 
follows : 

"  It  is  further  ordered.  That  the  defendant  *  *  *  cease  and  desist  *  *  * 
from  exacting  any  higher  rates  for  the  transportation  of  any  article  from  Shreveport, 
La.,  to  Dallas,  Tex.  *  *  *  than  are  contemporaneously  exacted  for  the  transporta- 
tion of  such  articles  from  Dallas,  Tex.,  toward  said  Shreveport  for  an  equal  distance, 
as  said  relations  of  rates  has  been  found  by  the  commission  in  said  report  to  be  reason- 
able." 

«  Houston  &  Texas  Ry.  Co.  v.  U.  S.,  234,  U.  S.,  342  (19141. 
»«  Houston  &  Texas  By.  v.  United  States,  234  U.  S.,  342  (1914) 
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The  carrier  is  left  free  to  comply  with  the  order  in  any  one  of  three  ways:  (1)  By 
raising  the  lower  rates  to  the  basis  of  the  higher  rates;  (2)  by  lowering  the  higher  rates 
to  the  basis  of  the  lower  rates;  or  (3)  by  raising  one  and  reducing  the  other  to  a  common 
level.  The  carrier  can  therefore  comply  with  the  order  of  the  Federal  commission, 
and  at  the  same  time  comply  with  the  order  of  the  State  commission  by  reducing  its 
interstate  rates  to  the  basis  of  the  State  rates.  And  in  this  way  the  State  has  forced 
a  basis  of  rates  upon  interstate  commerce  which  is  lower  than  the  Federal  tribunal 
has  found  to  be  a  reasonable  basis.  If  the  carrier  chooses,  however,  to  adopt  the 
higher  basis  on  all  traffic  it  at  once  becomes  subject  to  the  interminable  litigation  such 
as  has  grown  out  of  this  Shreveport  case.  This  particular  case  has  been  in  the  courts 
for  years  and  no  relief  is  in  sight.  The  discrimination  has  existed  for  more  than  20 
years. 

The  Supreme  Court  in  this  case  lays  down  the  principle  that  when  the  commission 
finds  that  a  discrimination  exists  between  the  interstate  and  the  intrastate  rates  and 
that  the  interstate  rates  are  not  unreasonably  high  the  carrier  may  remove  the  dis- 
crimination by  increasing  the  intrastate  rates.  It  is  not  compelled  to  remove  it  in 
that  way.  There  are  very  practical  reasons  why  a  railroad  would  prefer  to  follow 
the  easier  course  of  removing  the  discrimination  by  reducing  the  interstate  rates. 
The  States  have  almost  unlimited  powers  over  the  corporations  which  receive  their 
charters  from  the  States.  Except  in  a  comparatively  few  cases  the  charters  are  sub- 
ject to  amendment  and  repeal.  By  antagonizing  the  State  authorities  the  railroad 
places  itself  in  a  difficult  and  almost  impossible  position.  There  may  not  be  serious 
danger  of  the  repeal  of  a  charter,  but  there  is  menace  of  amendment.  Moreover,  if 
the  railroad  desires  an  extension  of  powers  it  is  seriously  embarrassed  by  its  disregard 
of  the  State  laws.  A  striking  instance  of  this  is  afforded  by  a  conflict  of  authority 
which  arose  in  the  State  of  New  Hampshire.''  In  1883  the  legislature  passed  an  act 
authorizing  the  consolidation  of  railroads  provided  rates  should  not  be  raised  on  the 
lines  thus  consolidated.  The  Boston  &  Maine  Railroad  raised  its  rates.  The  State 
court  held  that  the  statute  applied  to  interstate  rates  as  well  as  to  State  rates,  and 
injunction  proceedings  were  begun  in  1907.  The  railroad  asked  the  legislature  to 
repeal  the  statute.  For  10  years  there  was  litigation  before  the  courts,  hearings 
before  the  Public  Service  Commission,  and  appeals  to  the  legislature,  and  it  was  not 
until  1917  that  the  statute  was  amended,  and  then  only  to  the  extent  of  giving  to  the 
Public  Service  Commission  the  same  power  over  rates  that  the  legislature  had  claimed. 
In  other  words,  the  judgment  of  an  expert  tribunal  has  been  substituted  for  the  in- 
flexible barrier  of  statutory  restriction.  But  the  State  has  not  relinquished  its  claim 
to  control  interstate  rates.  It  would  not  be  asserted  that  the  State  could  lix  inter- 
state rates  against  the  protest  of  the  railroad  nor  that  it  could  compel  a  reduction  in 
interstate  rates,  nor  restrain  the  railroad  if  it  should  file  a  schedule  of  such  rates  which 
did  not  meet  the  approval  of  the  State  commission. 

But  the  assertion  is  made  that  the  railroad  can  comply  with  tde  State  statute  by 
refraining  from  filing  all  such  .^ichedules.  In  1913  the  Interstate  Commerce  Com- 
mission investigated  the  subject  of  rates  on  the  Boston  &  Main  Railroad  and  found 
that  an  incerase  in  rates  was  necessary.  But  the  control  which  the  State  of  New 
Hampshire  claimed  to  have  over  interstate  rates  prevented  any  effective  adjustment 
of  rates  without  the  consent  of  that  State.  As  prompt  action  was  necessary  the  Inter- 
state Commerce  Commission  through  Com.missioner  C.  A.  Prouty,  and  the  State  Com- 
missions of  Maine,  Vermont,  and  Massachusetts,  as  well  as  of  New  Hampshire,  through 
which  States  the  Boston  &  Maine  Railroad  runs,  agreed  that  the  rate  adjustment 
should  be  worked  out  by  the  Public  Service  Commission  of  New  Hampshire, 

In  the  report  of  the  Conference  of  State  Commissions,  presided  over  by  Commissioner 
Prouty,  the  following  significant  statement  occurs: 

"The  commission  of  New  Hampshire  under  the  pecidiar  circumstances  obtaining 
in  that  State,  must  approve  rates  before  they  can  be  established. 

"When  the  Boston  &  Maine  leased  the  roads  located  in  New  Hampshire  the  legis- 
lature of  that  State  provided  that  the  leases  should  be  upon  condition  that  no  advance 
in  rates,  either  State  or  interstate,  should  ever  be  made.  Subsequently  advances 
were  in  fact  made  and  proceedings  were  begun  attacking  these  advances.  The 
Supreme  Court  of  New  Hampshire  held  that  the  obligation  not  to  advance  rates 
was  binding  upon  the  Boston  &  Maine  even  as  to  its  interstate  charges.  Assuming 
that  this  decision  is  wrong  as  to  interstate  rates,  and  that  the  Boston  &  Maine  might, 
notwithstanding  the  condition  upon  which  these  leases  were  taken,  advance  its 
interstate  transportation  charges,  still  it  is  evident  that  to  do  so  might  void  the  leases 
themselves  and  therefore  disrupt  the  Boston  &  Maine  system.  As  a  practical  matter, 
therefore,  the  condition  is  obligatory.    The  Legislature  of  New  Hampshire,  recoi?- 

11  See  reports  of  New  Hampshire  Public  Service  Commission  beginning  with  volume  I  (1911)  to  date. 
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oizing  that  possibly  in  justice  to  this  company  its  transportation  charges  should  be 
increased,  has  provided  that  the  commission  of  that  State  may  permit  such  advances, 
but  that  no  advances  shall  be  made  until  they  have  been  aftirmatively  sanctioned 
by  that  body. 

"It  results,  therefore,  that  the  Boston  &  Maine  can  advance  no  rates,  either  State 
or  interstate,  which  apply  within  the  limits  of  the  State  of  New  Hampshire  without 
the  approval  of  the  commission  of  that  State."  '^ 

This  situation  illustrates  not  merely  the  extent  to  which  a  State  may  embarrass  a 
railroad  in  the  adjustment  of  its  rates,  but  the  helplessness  of  Federal  authorities, 
when,  as  a  practical  matter,  it  becomes  necessary  to  increase  rates.  There  is  no 
doubt  that  the  Federal  Government  has  the  power  to  regulate  the  interstate  func- 
tions of  carriers,  but  here  is  an  instance  where  the  Federal  authorities  recognized 
the  practical  necessity  of  deferring  to  the  State  authorities  and  of  permitting  them 
to  establish  the  standard  of  reasonableness  of  all  rates,  and  thus  to  establish  the 
standard  of  service. 

THE   NATION   SHOULD  DETERMINE  THE   STANDARD  OF  NATIONAL  SERVICE. 

If  the  supreme  authority  over  interstate  rates  thus  finds  itself  embarrassed,  how 
can  it  be  expected  that  a  railroad,  which  may  derive  all  its  corporate  rights  from  a 
State,  will  feel  free  to  ignore  the  mandates  of  the  State  even  though  legally  permitted 
to  do  so?  In  order  that  regulation  may  be  effective  the  Federal  authority  must 
leave  to  the  railroad  no  alternative  but  so  to  adjust  its  rates  as  to  conform  to  the 
standard  of  reasonableness  as  determined  by  that  authority.  Under  the  law  as  it 
exists  to-day  the  railroad  has  the  alternative  of  conforming  rates  to  meet  the  ideas  of 
reasonableness  of  the  State  or  of  the  Nation.  This  means  that  if  the  Nation  establishes 
a  standard  of  rates  to  meet  its  conception  of  the  standard  of  service,  the  railroad 
may  ignore  such  standard  and  adapt  its  service,  both  local  and  national,  to  conform 
to  the  ideas  of  the  State  authorities.  This  follows  from  the  fact  that  there  is  no  abso- 
lute standard  of  reasonableness  of  rates.'*  If  there  were  such  an  absolute  standard, 
then  unquestionably  the  standard  as  determined  by  the  national  authorities  would 
have  to  prevail  in  all  national  transportation.  If  a  schedule  of  rates  escapes  con- 
fiscation— that  is,  if  it  yields  a  fair  return  upon  the  value  of  the  property — it  can  not 
be  set  aside  by  any  court.  But  such  a  standard  of  rates  may  be  entii-ely  inadef^uate 
to  give  to  the  public  a  service  which  the  public  demands  or  which  the  national 
authorities  deem  necessary  for  the  national  needs.  The  national  authorities  may 
deem  it  necessary  that  railroads  should  increase  their  trackage,  enlarge  their  terminals, 
and  provide  additional  equipment;  the  State  authorities  may  regard  the  present 
facilities  as  adequate.  The  national  authorities  establish  rates  which  will  give 
to  the  railroads  sufficient  credit  to  enable  them  to  raise  the  money  for  thv?se  exten- 
sions and  improvements;  the  State  authorities  refuse  an  increase  in  rates  on  the  ground 
that  the  present  rates  jdeld  a  fair  return  and  that  it  is  not  necessary  to  increase  facil- 
ities, and  thus  increase  rates.  The  standard  of  rates  determined  by  the  Federal 
authorities  is  reasonable  from  the  point  of  view  of  the  Nation;  the  standard  of  rates 
determined  by  the  State  authorities  is  reasonable  from  the  point  of  view  of  the  State. 
If  in  consequence  of  these  two  standards  discrimination  exists  against  interstate 
traffic,  under  the  law  as  it  stands,  the  railroads  may  adopt  either  standard.  Such 
an  option  ought  not  to  be  given.  It  should  not  be  in  the  power  of  the  railroad  which 
seeks  to  avoid  the  ill  will  of  the  State  to  deprive  the  Nation  of  that  standard  of  trans- 
portation which  it  desires. 

There  is  a  fundamental  reason  why  two  standards  of  rates,  and  consequently  two 
standards  of  service,  can  not  be  maintained.  If  the  Nation  establishes  one  standard 
and  the  State  establishes  another  standard,  with  rates  adapted  to  meet  the  two  stand- 
ards, the  State  in  its  transportation  nevertheless  uses  the  facilities  which  are  employed 
in  interstate  transportation.  There  can  not  be  separate  trains  or  separate  cars  or 
separate  roadbeds,  and  if  the  Nation  establishes  one  basis  the  State  gains  the  benefit 
of  such  standard  ^vithout  contributing  its  fair  share  to  its  maintenance.  The  State 
which  is  satisfied  with  a  low  standard  of  service  profits  at  the  expense  of  other  States 
with  higher  standards  of  service,  and  at  the  expense  of  all  those  who  ship  in  interstate 
commerce. 


1'  4  N.  H.  P.  8.  C.  Rpts.,  p.  S9  et  seq.;  also  I  Mass.  P.  8.  C.  Bepts.  92. 

»'  That  there  is  no  absolute  standard  of  reasonableness  is  recognized  in  the  late  case  of  the  American 
Express  Co.  v.  Caldwell,  244  U.  S.,  617,  where  the  court  says:  "But  the  finding  that  discrimination  exists 
and  that  the  interstate  rates  are  reasonable  does  not  necessarily  imply  a  finding  that  the  intrastate  rates 
are  unreasonable.  Both  rates  may  lie  within  the  zone  of  reasonableness  and  yet  involve  unjust  discrimi- 
nation." 
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INTERSTATE  COMMERCE  COMMISSION  CAN  INVESTIGATE  ONLY  THE  RATES  COMPLAINED  OF. 

The  inadequacy  of  the  remedy,  which  is  directed  simply  against  unjust  discrimina- 
tion, is  further  illustrated  by  the  limitations  under  which  the  Interstate  Commerce 
Commission  acts.  It  can  direct  its  investigation  only  against  the  rates  complained  of. 
In  the  South  Dakota  Express  case  '*  the  complaint  was  directed  to  the  discrimination 
against  shipments  from  Sioux  City,  Iowa,  and  the  express  company  had  authority 
under  order  of  the  commission  to  change  only  the  rates  applicable  to  Sioux  City, 
although  the  same  discrimination  existed  throughout  that  territory.  The  effect  of  the 
order  was  to  place  that  city  in  a  preferential  class  and  thus  in  reality  to  accentuate  the 
discrimination.  The  Illinois  Passenger  case,'^  recently  decided  by  the  Supreme  Court, 
affords  striking  illustration  of  the  inadequacy  of  the  present  remedy.  A  rate  of  2 
cents  a  mile  was  established  by  the  Illinois  Legislature.  The  interstate  rat-^  was  2J 
cents  a  mile.  Under  these  rates  the  fare  from  Chicago  to  East  St.  Louis,  111.,  was 
$5.62  and  to  St.  Louis,  Mo.,  only  9  miles  farther,  $7.50.  The  commission  found 
that  a  discrimination  existed  and  that  2.4  cents  was  a  reasonable  rate  for  both 
class;  s  of  traffic.  The  railroads  attempted  to  put  in  force  a  2.4-cent  rate  throughout 
Illinois,  but  the  court  held  that  it  could  do  this  only  as  to  those  points  which  had 
been  the  subject  of  the  complaint. 

INTERSTATE  COMMERCE  COMMISSION   MUST  COMPLY   WITH  THE   REQUIREMENTS   OP  DUE 

PROCESS   OP  LAW. 

Furthermore,  the  investigation  must  be  conducted  in  such  a  way  as  to  conform 
strictly  to  the  constitutional  requirements  of  due  process  of  law — ^that  is,  a  public 
hearing  must  be  held,  of  which  all  parties  in  interest  must  be  notified,  evidence  must 
be  received,  and  the  finding  based  on  the  evidence  and  only  upon  the  evidence 
offered  at  the  public  hearing. ^^ 

Even  if  the  carrier  had  the  power  to  initiate  a  complaint  before  the  Interstate  Com- 
merce Commission,  based  upon  alleged  discriminatory  State-made  rates,  it  would  be 
compelled  to  try  out  that  issue  under  the  forms  of  judicial  procedure,  involving  in- 
determinable delay,  because  of  the  necessitv  of  a  judicial  determination  by  the  com- 
mission. If  the  commission  had  the  exclusive  power  over  all  rates,  the  carrier  could 
adjust  its  tariffs  so  as  to  remove  the  discriminations,  and  the  ratt  s  would  become 
effective  after  the  commission  had  given  its  approval.  There  would  be  no  necessity 
for  a  judicial  trial.  Before  the  amendment  of  August  9,  1917,  the  ratf  s  would  become 
effective,  unless  suspended  by  the  commission;  under  that  amendment  they  become 
effective  "after  approval  thereof  has  been  secured  from  the  commission."  In  other 
words,  the  commission  acts  in  a  strictly  administrative  manner,  issuing  no  order  and 
making  no  judicial  determination,  but  exercising  its  judgment  as  an  expert  body 
especially  charged  with  the  protection  of  the  public  intcrtsts. 

RATES   INEXTRICABLY   INTERWOVEN. 

An  important  practical  reason  why  there  should  be  a  single  control  over  rates  is 
because  rate  structures  are  the  most  delicately  adjusted  mechanism.  A  change  in  a 
single  rate  may  compel  changes  in  thousands  of  rates  in  order  to  meet  competitive 
conditions  or  to  prevent  discrimination.  'VMiat  has  been  said  about  the  effect  of  state- 
made  rates  in  Minnesota  illustrates  this.  A  most  striking  instance  of  the  effect  of 
the  change  in  a  single  in  a  single  rate  upon  many  rates  is  afforded  by  a  case  recently 
heard  before  the  Public  Service  Commission  of  Pennsylvania.  ''  This  case  has  not 
yet  been  decided  but  the  facts  are  taken  from  the  testimony  submitted.  A  com- 
plaint was  filed  attacking  the  rate  on  coal  from  Pittsburgh  to  Philadelphia.  There 
are  in  Pennsylvania,  West  Virginia,  Ohio,  and  Indiana,  numerous  districts  producing 
coal  which  is  sold  by  the  operators  in  competition  with  each  other.  Coal  may  move 
from  the  same  district  over  competing  railroads.  The  marketing  and  transportation 
of  coal  therefore  are  highly  competitive.  A  reduction  of  15  cents  a  ton  from  Pitts- 
burgh to  Philadelphia  was  asked  by  the  complainants.  It  appeared  in  testimony 
that  such  a  reduction  in  this  rate  would  compel  reductions  from  practically  all  coal 
districts  in  the  States  mentioned  on  account  of  the  exceedingly  intricate  competitive 
situation,  and  that  the  railroads  woidd  lose  a  revenue  of  $10,000,000  a  year  if  this 
slight  reduction  were  made  in  a  rate  between  two  intrastate  points. 


i<  American  E^xprcss  Co.  v.  Caldwell  (supra^. 

15  Illinois  Central  Railroad  v.  Public  Utilities  Commission  (Jan.  H,  1918). 

i«  Interstate  Commerce  Commission  t'.  Louisville  &  Nashville  Railroad,  227  U.  S.  88  (1913). 

»'  Pittsburgh  Coal  Operators  v.  Penna.  R.  R.  Co. 
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RATES    MUST    BE    ADJUSTED    WITH    REFERENCE    TO    THE    STANDARD    OF    SERVICE. 

Before  the  war  the  sliippiiig  public  came  to  a  realization  that  the  important  thing 
about  transportation  was  adequate  service.  The  railroads  contended  that  they  could 
not  give  the  kind  of  service  which  the  public  demanded  upon  the  basis  of  rates  per- 
mitted by  public  authorities;  that  they  were  forced  to  economize  in  order  to  meet 
expenses  and  have  some  return  for  their  stockholders;  that  the  impairment  of  their 
earning  power  affected  their  ability  to  raise  money  for  improving  their  facilities. 
To-day,  in  time  of  war,  there  is  only  one  demand — and  that  is  to  transport  freight  and 
passengers  with  promptness.  Shippers  even  are  begging  the  public  authorities  to 
prant  increases  in  rates  so  that  the  railroads  may  properly  perform  their  functions. 
To  what  extent  the  failure  of  the  railroads  is  due  to  subjection  to  many  masters  it  is 
not  necessarj'  to  discuss.  But  the  one  thing  which  stands  out  clearly  is  that  transpor- 
tation is  a  national  necessity  and  that  there  can  be  no  different  standards  of  services 
terminating  at  State  lines.  Federal  authority  must  determine  the  standard,  not 
only  to  meet  the  demands  of  national  commerce  in  time  of  peace,  but  in  its  supreme 
responsibility  to  protect  and  equip  the  Nation  in  time  of  war. 

If  this  responsibility  of  determining  the  standard  of  transportation  is  national, 
then  the  power  to  regulate  the  revenues  which  are  the  only  means  of  effecting  the 
standard  must  be  national.  As  facilities  employed  in  intrastate  transportation  can 
not  be  separated  from  the  facilities  employed  in  interstate  transportation,  the  burden 
of  maintaining  the  one  must  be  the  same  as  the  burden  of  maintaining  the  other, 
and  the  burden  and  the  incidence  of  the  burden  must  be  determined  by  the  supreme 
authority. 

The  rate  question  is  usually  discussed  by  the  public  authorities  as  a  thing  to  be 
determined  by  reference  to  about  everything  except  that  to  which  it  is  most  related; 
namely,  service.  There  are  labored  discussions  as  to  whether  a  schedule  of  rates 
will  yield  a  certain  per  cent  upon  an  engineer's  estimate  of  what  it  will  cost  to  repro- 
duce the  property.  That  is  something  which  concerns  merely  the  protection  of  the 
private  rights  of  the  owners  of  the  property— it  does  not  help  in  the  slightest  to  protect 
the  public  in  its  right  to  an  adequate  service.  There  are  elaborate  computations 
which  purport  to  give  the  cost  of  particular  kinds  of  service.  Such  computations, 
made  upon  hypotheses  which  reflect  merely  the  accountant's  guesses  or  economic 
theories,  are  valueless  in  determining  an  adequate  rate.  Rates  in  one  section  of  the 
country  are  compared  with  rates  in  another  section,  but  no  thought  is  given  to  the 
kind  of  service  required  in  the  different  sections. 

The  result  is  that  many  tribunals  acting  upon  as  many  theories  of  rate  making  deter- 
mine standards  of  rates  which  tend  to  produce  as  many  standards  of  service — not 
consciouely.  for  rarely  do  they  give  any  consideration  to  the  supreme  transportation 
function  of  service,  but  as  a  necessary  result  of  fixing  revenues  to  meet  the  theoretical 
ideas  of  what  are,  per  se,  reasonable  rates. 

To  summarize:  Service  is  national.  The  standard  of  service  must  be  determined 
by  the  national  authority.  That  standard  can  not  be  made  effective  without  the 
necessary  revenues,  and  the  amount  of  such  revenues  must  be  determined  by  the 
same  authority  which  sets  the  standard  of  service.  As  the  Supreme  Court  said  in 
the  Shreveport  case  (supra):  "It  was  recognized  at  the  beginning  that  the  Nation 
could  not  prosper  if  interstate  and  foreign  trade  were  governed  by  many  masters,  and, 
where  the  interests  of  the  freedom  of  interstate  commerce  are  involved,  the  judgment 
of  Congress  and  of  the  agencies  it  lawfully  establishes  must  control." 

Senator  Cummins.  Let  this  be  very  clearly  understood ;  it  has  been 
my  belief,  long  standing,  that  there  must  be  shown  some  connection 
between  the  State  rate  and  the  interstate  rate — a  connection  that 
makes  the  State  rate  an  interference  with  interstate  rates  or  inter- 
state commerce,  or  a  burden  upon  interstate  commerce — before  the 
Federal  authority  can  fix  a  State  rate. 

^Ir.  Rich.  I  agree  with  you,  sir. 

Senator  Cummens.  But  I  know  that  there  are — and  you  do,  I  am 
sure- — a  great  many  rates  in  a  State  that  have  no  connection  with 
interstate  commerce,  and  that  do  not  constitute  a  burden  upon  inter- 
state commerce. 

Mr.  Rich.  Maybe  so.  I  want  my  remark  to  be  qualified  to  that 
extent;  but  if  Congress  should  decide  that  this  rate  situation  could 
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only  be  straightened  out  and  interstate  commerce  could  only  be  re- 
lieved by  exclusive  control  of  all  rates,  I  have  not  the  slightest  doubt 
that  the  Supreme  Court  would  sustain  Congress.  I  was  going  to 
leave  that  subject  now,  unless  there  is  some  other  question. 

Senator  Pomerene.  Your  position  is  that  the  relation  between 
that  part  of  the  fuiances  derived  from  intrastate  traffic  and  that  part 
of  them  derived  from  interstate  traffic  may  be  so  intimate  that  if 
Congress  should  confer  the  authority  upon  the  Interstate  Commerce 
Commission  to  fix  these  rates,  the  courts  likely  would  not  interfere 
with  it  ? 

Mr.  Rich.  You  have  stated  exactly  what  I  think  is  correct. 

Senator  Cummins.  Mr.  Rich,  take  the  very  case  you  put,  of  subur- 
ban travel,  let  us  say,  about  Boston.  If  it  were  granted  that  the 
roads  which  were  doing  that  business  were  amply  compensated  for 
it,  so  that  they  were  not  deprived  of  any  revenue  which  they  had  to 
make  up  out  of  interstate  business,  you  would  not  assert  that  Con- 
gress has  authoritv  to  fix  those  suburban  rates,  would  you  ? 

Mr.  Rich.  I  rather  dislike  to  argue  on  that  side;  for  I  really  want 
that  exception  made.  But,  Senator,  in  order  to  meet  frankly  your 
question,  let  me  state  exactly  what  the  Railroad  Administration  has 
attempted  to  do  in  regard  to  our  commutation  rates  around  Boston. 
I  do  not  believe  the  Railroad  Administration,  under  the  railroad- 
control  bill,  has  any  power  over  intrastate  rates.  I  think  they  were 
faced  with  a  situation  where  they  had  to  assume  that  power;  other- 
wise they  would  have  been  in  a  position  where  they  could  not  prop- 
erly regulate  the  rates  on  the  railroads  of  this  country,  and  I  think 
they  took  the  bull  by  the  horns  and  said,  "We  have  got  to  do  this." 
But  I  do  not  believe  imder  the  railroad -control  act,  that  they  had 
that  power.  But  let  me  tell  you  what  the  Railroad  Administration 
has  in  mind  in  regard  to  our  local  commutation  rates. 

Senator  Pomerene.  That  is,  commutation  rates  within  the  State 
of  Massachusetts  ? 

Mr.  Rich.  Yes,  sir;  solely  within  what  we  call  the  15-mile  zone  of 
Boston.  Perhaps  a  week  or  two  ago  the  Railroad  Administration 
notified  the  public-service  commission  of  Massachusetts  that  they 
purposed  to  increase  the  commutation  rates  around  Boston,  and  the 
public-service  commission  of  Massachusetts,  I  think,  has  begim  or  is 
to  have  a  hearing  on  that  proposition. 

Now,  in  talking  with  members  of  the  Railroad  Administration  on 
that  point,  I  was  met  with  this:  That  the  commutation  rates  around 
Boston  were  lower  than  they  were  around  an}^  other  city,  and  that, 
therefore,  as  the  roads  were  a  unified  system,  it  was  not  proper  or 
right  unjustly  to  distribute  the  burdens  of  transportation  and  let  our 
Massachusetts  people  off  easier  than  the  people  were  left  off  in  some 
of  the  other  States.  Now,  it  seems  to  me,  even  there,  although  I  dis- 
like very  much  to  think  of  the  Central  Government  having  that 
power,  when  our  communities  have  groA\Ti  up  under  a  definite  State 
policy,  that  yet  there  is,  theoretically,  the  power  in  Congress  to 
regulate  those  rates,  for  the  very  reason  stated  by  the  chairman. 

Senator  Kellogg.  Speaking  of  this  interference,  and  developing  a 
little  Senator  Pomerene's  question,  suppose  it  were  claimed  by  the 
Interstate  Commerce  Commission  that  the  commutation  rates 
around  Boston  at  their  present  level  did  not  yield  the  railroads,  in 
connection  with  all  the  other  rates,  sufficient  revenue,  and  that  if  the 
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intrastate  rates  were  not  raised  the  interstate  rates  would  have  to 
be  raised  enough  to  make  them  up,  would  that  be  an  interference 
which  would  give  the  Federal  Government  control  over  the  intra- 
state rates? 

Mr.  Rich.  I  thmk  so,  sir. 

Senator  Cummins.  Let  us  just  reverse  that:  Suppose  it  were 
claimed  that  the  commutation  rates  were  too  high  and  furnished  too 
much  revenue,  as  compared  with  interstate  traffic,  do  you  think  the 
Federal  Government  could  reduce  the  intrastate  rates? 

Mr.  Rich.  I  do  not  know,  sir;  but  generally  a  larger  measure  of 
control  by  the  Federal  Government  over  intrastate  rates  is  essential. 

Senator  Kellogg.  It  was  intimated  in  the  Shreveport  case  that 
some  larger  control  could  be  given  to  Congress. 

Mr.  Rich.  Yes. 

Senator  Cummins.  I  do  not  think  anybody  will  doubt  that. 

Senator  Kellogg.  No;  I  do  not  think  so. 

Senator  Cummins.  But  there  is  a  difi^erence  between  a  larger  meas- 
ure of  control  and  entire  control. 

Senator  Kellogg.  That  is  true. 

Mr.  Rich.  It  is  not  my  purpose  to  discuss  the  question  as  to  whether 
the  railroads  should  be  returned  to  private  management.  I  can  only 
say  that  there  seems  to  be  no  difference  of  opinion  among  the  people 
whom  I  represent.  They  all  believe  that  the  railroads  should  be 
returned  as  promptly  as  possible.  There  is  also  a  substantial  thought 
that  the  power  of  suspension  of  rates  should  be  restored  at  once  to 
the  Interstate  Commerce  Commission. 

Senator  Pomerene.  What  do  you  mean  by  "as  promptly  as  pos- 
sible"? 

Mr.  Rich.  At  this  session,  sir. 

Senator  Pomerene.  No;  I  mean  the  return  of  the  roads. 

Mr.  Rich.  I  beg  your  pardon,  sir.  I  do  not  know  what  my  clients 
think,  but  my  opinion  is  that  this  committee  and  the  corresponding 
committee  of  the  House  can,  before  the  first  of  next  year,  formulate 
plans  which  wiU  enable  the  railroads  to  be  turned  back  on  the  first 
of  next  year.  And  let  me  say  right  here  one  thing  about  one  of  the 
resolutions  Mr.  Fulbright  refers  to,  which  I  think  is  most  important. 
In  the  ninth  resolution,  the  latter  part,  it  says:  "And  we  call  upon  the 
Railroad  Administration  to  take  such  steps  as  can  be  appropriately 
taken  toward  restoring  the  organizations  of  the  various  systems  and 
lines  of  railway,  so  that  upon  the  return  of  the  properties  to  the  owners 
the  lines  can  proceed  at  once  with  the  performance  of  aU  of  their 
functions  as  adequately  and  efficiently  as  under  private  competi- 
tive conditions,  and  upon  a  fair  earning  basis." 

Now,  I  do  not  know  that  it  is  the  province  of  Congress,  or  at  least 
that  Congress  would  care  to  interfere  in  that  matter,  but  I  believe 
the  most  helpful  thing  that  could  happen  to  tide  over  the  period  of 
uncertainty  would  be  for  the  Director  General  to  use  the  separate 
railroads  as  administrative  units,  and  practically  do  as  England  has 
done  during  the  war,  allow  the  railroads  to  be  managed  by  their 
corporate  officers,  eliminating  the  regional  system  of  directors  and 
using  each  road  as  it  is  used  under  private  management.  The  ex- 
igency for  unified  control  has  passed,  and  the  time  has  come  when 
you  have  got  to  provide  some  easy  way  of  getting  the  railroads  back 
into  the  hands  of  their  owners;  and  could  any  method  be  more  ap- 
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propriate  than  the  method  suggested  by  the  Texas  interests,  of  allow- 
ing each  railroad  to  be  the  agency  of  the  Director  General  until  the 
time  comes  when  the  Director  General's  power  ceases  'i 

Senator  Kellogg.  But,  apparently,  that  is  not  the  policy,  and  the 
longer  the  Government  control  continues  the  more  it  is  going  to  be 
mixed  up  and  consolidated. 

Mr.  High.  Unless  you  do  something  of  that  land,  and  I  do  not 
think  there  is  a  wiser  word  said  by  the  Texas  interests  than  the  sug- 
gestion of  easing  over  this  critical  period  between  now  and  the  time 
when  the  railroads  are,  all  of  a  sudden,  placed  back  into  the  hands 
of  their  owners. 

I  know  the  time  is  short  and,  therefore,  I  will  not  discuss  some 
things  which  I  would  like  to  discuss,  unless  questions  are  asked  me 
about  them;  but  I  now  want  to  get  down  to  what  I  believe  to  be  the 
fundamental  problem  before  Congress.  It  has  been  my  privilege  to 
listen  to  the  discussions  before  this  committee  for  several  years  and 
to  read  the  testimony  taken  before  the  committee,  and  I  say,  with 
entire  candor,  that  what  I  know  about  the  railroad  question  is 
largely  what  I  have  learned  by  reading  those  discussions. 

Tiie  one  question  which  has  been  in  your  minds  for  several  years, 
and  which  has  been  particidarly  in  your  minds  during  the  last  few 
months,  is  this:  How  can  we  give  financial  strength  to  the  weak 
roads  without  giving  to  the  strong  roads  an  income  greatly  in  excess 
of  their  requirements?  Now,  that  is  the  problem  that  has  been  in 
your  minds.  I  do  not  find  anything  in  any  plan  which  has  been 
formally  put  before  the  committee  that  meets  that  problem.  Cer- 
tainly, there  is  nothing  in  the  railway  executive's  plan  which  meets  it. 
The  interstate  Commerce  Commission's  plan  does  not  seem  to  meet  it. 
I  understand  that  Senator  Cummins  has  a  plan  which,  if  the  newspa- 
per reports  are  accurate — as  I  have  no  doubt  they  are — does  attempt 
to  meet  that  problem  through  Government  o^vnership  of  the  rail- 
roads. I  am  extremely  anxious  to  see  that  plan.  We  propose  to 
develop  before  you  briefly  a  plan  for  meeting  that  situation  without 
Government  ownership,  and  in  doing  this  we  shall  not  develop  a  plan 
which,  in  any  one  feature,  is  new.  If  that  were  not  so,  I  should 
hesitate  very  much  to  present  it  before  this  committee. 

You  can  not  get  away  from  the  crucial  question;  that  is,  the  diffi- 
culty that  the  railroads  have  been  under  during  the  last  few  vears  to 
finance  their  requirements  for  money  for  improvements.  Oi  course, 
a  great  deal  has  been  said  about  the  necessity  of  changing  the  laws  so 
as  to  bring  about  coordination  of  effort,  cooperation  in  the  use  of 
facilities,  and  it  is  important  and  very  important  that  there  should 
be  such  cooperation  and  such  coordination,  and  many  admirable 
results  have  been  achieved  imdcr  unified  control,  and  we  are  not 
going  to  lose  them*:  but  my  opinion  is  that  the  results  which  you 
would  achieve  through  the  amendment  of  the  antipooling  law,  or  the 
antitrust  law  would  be  very  disappointing  in  solving  the  great 
railway  question.  You  have  got,  in  some  way,  to  restore  credit  to 
the  railroads,  so  that  they  can  get  the  money  necessary  for  their 
improvements.  Now,  in  analyzing  the  plan  of  the  railway  execu- 
tives, it  seems  to  me  that  it  is  based  entirely  on  hope;  hope  that  there 
will  be  a  secretary  of  transportation  who  wiU  be  so  broad-minded 
and  so  liberal  that  the  rates  wiU  be  established  on  such  a  basis  that 
most  of  the  railroads  can  finance  themselves;  hope  that  the  general 
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scale  of  rates  will  be  raised  to  that  point.  It  seems  to  mc,  as  has  been 
intimated  by  members  of  this  committee,  that  at  once  yon  throw  the 
whole  railroad  question  into  the  political  arena;  and  I  can  not  con- 
ceive of  any  plan  more  disastrous  to  the  railroads  themselves  than  to 
place  the  control  of  rates  in  the  hands  of  a  political  officer. 

But  how  are  we  going  to  meet  this  problem  unless  wo  raise  rates  to 
such  a  level  that  the  weaker  roads  will  be  able  to  finance  themselves; 
and  there,  of  course,  is  where  Senator  Cummins's  plan  comes  in  and 
moots  that  problem.  I  do  not  know  but  that  his  plan  may  be  the 
best,  but  at  the  present  time  any  plan  which  involves  Government 
o%vnership,  even  with  private  operation,  would  not  be  acceptable  to 
the  people  of  this  country,  although  it  may  be  acceptable  eventually. 
It  may  be  that  no  plan  which  involves  a  certain  larger  measure  of 
Government  aid  will  be  acceptable;  but  you  have  got  to  meet  the 
situation  here.  And  let  me  illustrate  it  by  taking  an  example  which 
I  tliink  somebody  has  stated  before  this  committee:  In  Iowa  you 
have,  for  instance,  among  other  railroads,  four  roads  which  compete 
to  a  greater  or  lesser  extent — the  Burlington,  the  Chicago  &  North 
Western,  the  Chicago  Great  Western,  and  the  Rock  Island.  Now,  in 
the  last  3^ear  or  two  the  Burlington  has  been  eaining  some  25  or  30 
per  cent  on  its  capital  stock;  the  Rock  Island  has  been  earning  per- 
haps two  or  three  per  cent.  If  you  establish  a  basis  of  rates  which 
will  just  barely  enable  the  Burlington  to  finance  its  requirements, 
you  will  establish  a  basis  of  rates  which  will  not  enable  any  other 
railroad  of  the  four  I  have  named  to  pay  its  operating  expenses.  On 
the  other  hand,  if  you  establish  a  basis  of  rates  which  will  enable  the 
Rock  Island  to  finance  its  requirements,  you  will  give  to  the  Burling- 
ton an  unnecessarily  largo  income — 40  or  50  per  cent  on  its  capital 
stock. 

Now,  there  is  your  problem.  It  can  be  solved  by  Government 
ownership;  it  can  be  solved  b}^  instructing  the  Interstate  Commerce 
Commission  to  establish  rates  so  high  that  every  railroad,  no  matter 
how  poor,  will  earn  enough  so  that  it  can  sell  its  securities.  But  I 
do  not  believe  that  the  people  of  this  country  are  going  to  stand  for 
a  basis  of  rates  which  wiU  enable  every  weak  road  to  finance  its  own 
requirements.  Let  me,  perhaps,  revert  a  moment  to  a  fundamental 
principle.  A  railroad  has  got  to  raise  money  by  the  issuance  of  its 
securities.  There  is  no  other  way  that  it  can  raise  money.  For  the 
last  seven  or  eight  years  the  railroads  have  been  issuing  bonds  to  a 
very  large  extent,  until  their  bonded  indebtedness  is  growing  too 
large  in  proportion  to  their  capital  stock;  but  during  that  period 
most  roads  have  found  it  difficult  to  issue  capital  stock  under  the 
laws  of  the  States  through  which  they  run.  I  have  made  some 
investigations  as  to  the  conditions  under  which  a  railroad  can  finance 
itself  through  the  issuance  of  capital  stock,  and  I  find  that  a  railroad, 
in  order  to  put  out  its  stock  at  par,  must  earn  over  a  period  of  years 
an  average  of  between  8  and  9  per  cent  on  the  capital  stock.  Now, 
I  would  like,  for  a  moment,  if  I  have  the  time,  to  digress  and  show  to 
the  committee  that  this  question  of  fictitious  capitalization  is  gi'eatly 
overworked.  I  mean  bv  that  that  there  is  not  so  much  fictitious 
capitalization  as  we  are  led  to  believe.  For  instance,  supposing  you 
are  building  a  new  road.  It  is  uncertain  what  will  be  the  success  of 
that  road.     You  can  finance  it  in  various  ways,  but  the  ordinary  way, 
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especially  in  the  West,  has  been  to  issue  bonds,  say  at  5  per  cent,  and 
to  give  a  bonus  of  stock  to  those  who  buy  the  bonds. 

Senator  Kellogg.  That  has  not  been  the  practice  for  a  good  many 
years.     It  used  to  be. 

Mr.  KicH.  Yes. 

Senator  Kellogg.  The  Great  Northern  Road  has  not  sold  a  share  of 
stock,  I  suppose,  for  25  years  at  less  than  par,  and  the  stock  is  selling 
at  93. 

Mr.  Rich.  I  might  say,  by  the  way,  that  the  Boston  &  Maine 
Railroad,  with  which  I  am  more  or  less  familiar,  has  received  $112 
on  an  average  for  every  share  of  stock  that  it  has  issued;  and  the 
question  of  fictitious  capitalization  certainly  does  not  apply  to  a  great 
many  roads,  such  as  you  have  mentioned  and  as  I  have  in  mind.  But 
there  are  roads  that  have  been  built  up  and  their  capitalization  has 
been  built  up  by  giving  a  bonus  of  common  stock  with  bonds. 
You  can  sell  a  5  per  cent  bond,  if  there  is  a  bonus  of  capital 
stock,  because  the  investor  has  hopes  that  the  road  will  be  suc- 
cessful. If  you  do  not  give  that  bonus  of  capital  stock,  you  have 
got  to  put  up  the  rate  of  interest  on  your  bonds  to  perhaps  7  or  8  per 
cent.  Now,  why  should  not  the  investor  or  the  owner  of  that  stock 
be  entitled  to  some  return  on  it,  in  the  course  of  time,  if  the  enterprise 
proves  successful?  But,  I  have  digressed.  A  railroad  can  not 
finance  itself  by  capital  stock  unless  it  shows  average  earnings  of 
from  8  to  9  per  cent.  The  result  is  that  you  find  railroads  carrymg  a 
very  substantial  part  of  the  traffic  of  this  country  unable  to  put  out 
their  capital  stock. 

Now,  our  plan  is  this — and,  as  I  say,  there  is  no  feature  of  it  that 
is  new.  It  may  be  new,  and  I  tiiink  it  is  new  in  its  entirety.  We 
would  advocate  a  Jaw  which  would  authorize  a  railroad  which  can 
not  issue  its  securities  cti  a  pnpc^r  basis,  to  apply  to  the  Federal 
Government  for  a  guarantee  <  f  its  bonds.  Thnt  might  involve 
some  loss  to  the  Government,  but  it  is  a  fact  that  most  railroads, 
although  they  might  not  be  able  to  finance  their  own  requirements, 
nevertheless  are  earning  enough  to  pay  their  fixed  charges  and  their 
operating  expenses,  and  something  more;  and  that  class  of  railroads 
would  need  a  Government  guarantee  in  order  to  sell  their  securities: 
but  there  would  be  no  loss  to  the  Government.  I  have  rather 
hastily  made  some  calculations  as  to  what  would  have  been  the  loss 
under  such  a  plan  during  the  years  1915,  1916,  and  1917,  and  I  find 
that,  taking  Class  I  railroads  during  those  years  which  showed  deficits 
over  fixed  charges  and  operating  expenses,  the  aggregate  of  those 
deficits  in  1915 — a  very  bad  year — was  $35,000,000,  and  that  the 
aggregate  of  the  deficits  in  1916  was  $17,000,000 — and  1916  was  one 
of  the  best  years — and  I  find  that  the  aggregate  of  the  deficits  in 
1917  was  $16,000,000. 

Senator  Kellogg.  You  mean  by  ''deficits,"  not  earning  sufficient 
to  pay  the  interest  on  its  bonds  ? 

Mr.  Rich.  Yes,  sir. 

Senator  Pomerene.  And  you  have  no  reference  at  all  to  earnings 
on  its  stock,  or  dividends  ? 

Mr.  Rich.  No  ;  in  other  words,  that  amomit  was  required  in  order 
to  pay  operating  expenses  and  interest  on  its  fixed  charges. 

Senator  Cummins.  And  taxes  ? 

Mr.  Rich.  Yes. 
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Senator  Cummins.  You  include  taxes  in  fixed  charges  ? 

Mr.  Rich.  Yes.  Therefore,  the  loss  under  such  a  guarantee  is 
not  verj'  appalling;  but  I  will  come  to  that  feature  again  later.  Now, 
our  plan  would  be  to  o;uarantee  the  interest  and  the  principal  of  those 
obligations;  but  the  Government  must  have  some  supervision  over  a 
railroad  whoso  obligations  it  guarantees;  therefore,  we  would  follow 
the  plan  which  was  adopted  in  the  early  days  of  the  building  of  the 
Union  Pacific;  we  would  have  two  pubhc  directors  appointed  t)n  the 
board  of  directors  of  any  railroad  which  sought  this  guaranty. 
Now,  those  directors  ought'not  to  have  any  larger  vote  than  the  vote 
of  the  other  directors,  except  only  on  the  question  of  the  necessity 
for  the  improvements  for  which  it  becomes  necessary  for  the  Govern- 
ment to  guarantee  the  securities  which  are  to  be  issued  to  pay  for 
them;  but  there  the  vote  of  the  two  Government  directors  should  be 
final.  And  it  is  much  better  that  that  question  should  be  determined 
locally  than  that  it  should  be  determined  by  a  Federal  authority, 
although  it  might  be  necessary  that  the  central  authority,  imder 
some  conditions,  should  have  some  veto  power. 

The  question  has  often  been  raised  in  my  discussion  of  this 
plan  that  this  introduces  an  element  of  politics  into  the  management 
of  the  railroads.  I  do  not  believe  it  would.  At  least,  so  far  as  I 
know,  when  Government  directors  were  appointed  on  the  Union 
Pacific  board,  there  was  no  question  of  politics  raised  in  regard  to 
them;  and  we  have  in  Massachusetts  public  operation  of  our  street 
railroads  by  a  board  of  public  trustees,  and  there  has  not  been  the 
slightest  indication  of  politics  in  the  appointment  of  those  trustees. 
Of  com-se,  when  the  securities  are  issued,  or  the  bonds  are  issued 
and  become  guaranteed  by  the  Government,  then  the  Secretary  of 
the  Treasury  should  approve  the  form  in  which  they  should  be 
issued,  the  term,  and  the  rate  of  interest.  There  are  various  details 
that  should  be  worked  out. 

I  come  to  a  consideration  of  that  article  in  the  Texas  plan, 
resolution  No.  4,  to  which  personally  I  take  some  exception,  but  I 
want  you  to  notice  that  the  Texas  plan  is  the  only  plan  thus  far 
before"^  the  committee  that  meets  this  fundamental  question  and 
meets  it  by  asking  for  Government  aid  in  some  form.  It  may  be 
that  they  would  approve  the  plan  which  we  are  now  developing,  but 
it  is  suggested  in  that  plan  that  the  Government  be  protected  by 
first-mortgage  bonds.  That  is  open  to  great  difficulty.  In  the 
first  place,  95  per  cent  of  the  railroads  of  this  country,  or,  to 
put  it  more  accurateh^,  95  per  cent  of  the  mileage  of  the  railroads 
of  this  country,  have  liens  on  them.  Sometimes  roads  have  as 
many  as  six  liens,  and  it  is  very  difficult  to  get  adequate  protection 
because  the  railroads  are  simply  covered  with  liens,  and  at  any  rate 
a  mortgage  lien,  after  all,  is  not  of  very  great  importance  to  the 
investor.  It  is  a  question  of  priority  rather  than  a  question  of  mort- 
gage, that  makes  an  obligation  valuable.  In  New  England  we  do 
not  have  many  mortgages.  I  do  not  wish  you  to  infer  that  we  are 
boasting  about  our  New  England  roads  as  examples  of  what  should 
be  done  with  the  rest  of  the  country,  because  we  are  certainlv  in  a 
very  unfortunate  situation  right  now.  But,  at  any  rate,  I  do  not 
believe  that  a  mortgage  security  is  of  any  practical  value,  and  it 
would  prevent  the  railroad  from  gradually  working  out  from  under 
the  shelter  of  the  Government,  which  I  think  would  be  desirable. 
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In  order  to  meet  the  guaranteed  principal  on  those  bonds,  all 
that  would  be  necessary  would  be  to  establish  a  sinking  fund.  It  is 
a  fact  that — and  I  think  it  is  rather  surprising,  it  certainly  was  very 
surprising  to  me — when  I  made  inquiry  of  statisticians  as  to  the 
annual  payment  which  would  have  to  be  made  into  a  sinking  fund  in 
order  to  retire  a  50-year  bond,  that  only  one-half  of  1  per  cent  is 
necessary.  The  establishment,  therefore,  of  a  sinking  fund  of  one- 
half  of  1  per  cent  would  be  no  burden  upon  the  railroad  seeking  Gov- 
ernment guaranty,  because  here  would  be  a  poor  railroad  getting 
its  money  at  perhaps  4 1  per  cent,  whereas  with  a  mortgage  and  with- 
out a  guaranty  it  would  have  to  pay  7  or  8  per  cent.  It  could  well 
afford  to  put  2  or  3  per  cent  of  that  into  a  sinking  fund;  but,  at  any 
rate,  let  the  Secretary  of  the  Treasury  decide  whether  there  shall 
be  50-year  bonds  or  20-year  bonds  and  let  the  sinking  fund  be  es- 
tablished according  to  the  requirements  of  such  retirement. 

I  have  indicated  that  there  would  be  loss  to  the  Government,  even 
in  good  years,  under  such  a  plan. 

I  come  now  to  that  feature  of  the  plan  which  is  not  altogether 
new — in  fact,  if  I  am  correctly  informed,  it  comes  pretty  close  to 
being  Senator  Cummins's  idea. 

Senator  Citinimins.  You  are  getting  very  near  it. 

Mr.  Rich.  Senator,  do  not  think  that  I  am  putting  too  much  upon 
you.  I  do  not  want  you  to  think  that  I  am  quoting  you  as  an  author- 
ity for  anything  that  I  say.  But  the  plan  is  this :  That  where  a  rail- 
road earns  over  a  certain  sum — and  I  suggest  9  per  cent — on  its 
capital  stock,  because  a  railroad  ought  to  nave  substantially  9  per 
cent  in  order  to  put  out  its  stock  at  par;  it  may  be  8  or  it  may  be  10, 
but  I  am  using  that  as  illustrative — the  railroad  then  shall  divide 
with  the  Government  everything  above  9  per  cent.  Now,  the  ques- 
tion that  the  eminent  constitutional  lawyers  on  this  committee 
probably  have  in  mind  first  is  the  constitutionality  of  that. 

Senator  Kellogg.  It  has  never  been  questioned,  has  it,  that  the 
Government  has  power  to  guarantee  railroad  bonds  ? 

Mr.  Rich.  No,  but  whether  it  has  the  power  to  take  a  portion  of 
the  earnings. 

Senator  Kellogg.  Well,  if  it  can  guarantee  the  bonds,  it  can  take 
a  portion  of  the  earnings  as  an  insurance  or  a  guarantee  fund,  can 
it  not? 

Mr.  Rich.  I  think  so,  absolutely. 

Senator  Kellogg.  Oh,  you  mean  from  the  other  roads  ? 

Mr.  Rich.  Yes. 

Senator  Kellogg.  I  did  not  understand  you  ? 

Mr.  Rich.  Yes.  I  was  simply  going  to  call  the  attention  of  the 
committee  to  the  case  of  Noble  State  Bank  v.  Haskell  (219  U.  S.,  104). 
That  is  a  case  with  which  you  are  perhaps  familiar.  In  that  case  the 
Supreme  Court  held  that  a  law  which  compelled  all  banks  to  con- 
tribute to  a  guarantee  fund  to  make  up  losses  in  a  defunct  bank  was 
constitutional.  I  believe,  therefore,  there  is  no  question  about  the 
constitutionality  of  this  proposition.  Furthermore,  there  is  a  more 
lundamental  reason  why  the  railroads  should  have  protection.  They 
are  entitled  to  a  fair  return  upon  the  present  value  of  their  property. 
If  it  is  found  that  a  railroad  which  divides  its  surplus  earnings,  never- 
theless, is  deprived  of  a  fair  return  upon  the  fair  present  value  of  its 
property,  it  may  be  that  it  will  have  to  be  excepted,  to  a  certain 
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extent ;  in  other  words,  it  may  be  that  the  Government  can  not  take 
all  of  that  50  per  cent. 

Senator  Kellogg.  Do  you  propose  to  have  this  fund  a  sinking 
fund  or  a  guarantee  fund  ? 

Mr.  Rich.  I  would  have  this  fund  as  a  guarantee  fund  to  make  up 
the  losses  which  must  accrue  upon  some  roads,  and,  as  I  have  indi- 
cated, the  losses  in  the  three  years  of  1915,  1916,  and  1917  were^ 
respectively,  S35,00f).000,  $17,000,000,  and  $16,000,000,  and  thia 
guaranty  fund  should  take  care  of  those  deficits.  Now,  this  is  con- 
stitutional.    It  is  fair,  too;  it  is  fair  to  the  stockholders. 

You  take,  for  instance,  the  case  of  the  Burlington  road;  the 
stockholders  of  that  road  have  ordinarily  received  8  per  cent 
dividends,  and  once  in  a  while  au  extra  dividend.  The  road  has 
earned  25  or  30  per  cent,  but  the  stockholders  have  not  profited, 
except  to  the  extent  that  they  have  a  better  railroad.  The  surplus 
earnings  have  gone  back  into  the  railroad  property,  and  they  have 
a  better  railroad,  but 'that  is  pretty  poor  satisfaction  to  the  stock- 
holders, who  want  their  dividends.  Therefore,  so  far  as  the  stock- 
holder is  concerned,  I  believe  the  plan  is  entirely  fair.  Of  course, 
you  have  something  like  this  in  the  contract  made  with  the  express 
companies  by  the  railroad  administration,  under  which  the  express 
companies  receive  one-half  of  the  net  profits.  That,  of  course, 
is  by  agreement.  It  is  rather  intei-esting  to  see  how  much  of  a  fund 
the  Government  would  get  out  of  such  a  division  of  surplus; 
and,  without  vouching  for  the  accuracy  of  these  figures — they  are 
figures  which  I  made  roughly — I  find  that  in  1915,  the  Government's 
share  of  the  surplus  would  be  $18,000,000  only.  In  1916,  the 
Government's  share  of  the  surplus  would  be  S87,000,000;  and  in  1917, 
the  Government's  share  of  the  surplus  would  be  $55,000,000.  Taking 
the  deficit,  the  average  deficit  would  be  $22,000,000.  The  average 
share  of  surpluses  would  be  $53,000,000.  You  have  got  there 
ample  protection  for  the  Government,  based  upon  the  experience 
of  tnose  three  years — two  good  years  and  one  bad  year.  You  have  got 
a  very  ample  surplus.  By  your  sinking  fund  you  have  got  the 
Government  absolutely  protected  against  loss  on  the  principal. 
You  have  got  the  Government  absolutely  protecied  against  loss  on 
the  interest.  Now,  there  is  one  other  feature  about  which  I  am 
not  so  sure  as  to  how  it  should  be  worked  out,  and  I  am  only  going 
to  suggest  it,  and  that  is  what  mandate  should  be  given  to  the 
Interstate  Commerce  Commission  in  the  fixing  of  rates. 

I  have  suggested  this:  The  commission  shall  establish  such  rates 
that  the  annual  average  balance,  over  an  average  of  three  years' 
of  the  receipts  of  the  Government  from  surplus  earnings,  over  the 
deficits,  shall  not  be  substantially  less  than  $25,000,000.  Now,  that 
again,  is  illustrative.  You  might  decide  that  it  is  better  to  have  it 
$50,000,000;  but  there  you  at  once  come  to  a  question  relating  to 
the  Interstate  Commerce  Commission,  which  I  want  to  refer  to. 
The  plan  of  the  railway  executives  is  practically  to  take  away  largely 
the  important  powers  of  the  Interstate  Commerce  Conmiission 
and  to  transfer  them  to  a  political  body.  I  believe  the  people  of 
this  country  have  very  great  confidence  in  the  Interstate  Commerce 
Commission,  even  though  many  of  them  differ  with  the  commission 
as  to  their  economic  theories,  and  although  there  is  a  difference  of 
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opinion  even  among  shippers  as  to  whether  the  Interstate  Commerce 
Commission  has  been  liberal  enough  in  the  past. 

I  find  that  difference  of  opinion,  but  there  is  no  difference  of 
opinion  upon  this:  That  this  country  has  the  greatest  asset  in  the 
Interstate  Commerce  Commission,  for  two  reasons;  in  the  first  place, 
nobody  has  ever  attacked  the  integrity  of  the  commission,  or  the 
intcgiity  of  a  single  member  of  the  commission,  since  it  was  formed 
in  1887.  That  is  an  asset  which  we  can  not  afford  to  lose. 
Furthermore,  there  never  has  been  the  slightest  criticism  that  the 
Interstate  Commerce  Commission  was  ever  influenced  by  partisan 
politics;  and  that  is  an  asset  that  the  country  can  not  afford  to  lose. 
And  I  believe,  therefore,  that  you  have  got  to  work  out  this  raikoad 
problem  through  the  agency  of  the  Interstate  Commerce  Commission. 
But  you  can  give  it  mandates  which  will  make  it  more  efficient  as 
an  agency. 

I  believe,  therefore,  that  some  such  mandate  as  that,  if  you  shall 
adopt  the  guarantee  principle,  would  be  exceedmgly  eflective,  for 
then  the  attention  of  the  commission  would  not  be  directed  toward 
keeping  rates  down  any  more  than  it  would  be  directed  toward  keep- 
ing them  up,  and  if  you  thought  that  the  commission  might  soar  too 
high  you  could  put  a  maximum  on  the  balance  and  you  could  say 
that  the  rates  shall  be  so  adjusted  that  this  balance  shall  not  be  less 
than  S25, 000,000  a  year  and  not  more  than  §50,000,000  a  year,  or 
you  could  make  tlie  minimum  S50,000,000  and  the  maximum 
S  100,000,000,  and  you  have  there  the  only  practical  mandate  to  the 
Interstate  Commerce  Commission  which  I  have  been  able  to  think  of 
and  a  mandate  which,  if  can-ied  out  under  this  plan,  would  abso- 
lutely protect  the  Government  from  loss. 

May  I  briefly  state  what  I  conceive  to  be  the  advantages  of 
this  plan  ?  Of  course  I  believe  that  most  railroads,  or  the  lar^e  rail- 
roads, the  strong  systems,  would  go  along  and  finance  their  own 
requirements,  just  as  they  have  in  the  past.  They  could  sell  their 
bonds  or  they  could  sell  their  stock,  and  they  would  not  be  subject 
to  the  interference,  if  I  may  call  it  so,  of  two  Government  directors  on 
their  boards  of  directors.  The  whole  tendency  of  the  railroads  would 
be  to  finance  themselves.  I  want  to  note  right  here  that  there  has 
been  some  criticism  of  the  railroads  that  they  have  not  tried  very 
hard  to  finance  themselves  during  the  last  few  years.  I  do  not  think 
it  is  just;  I  do  not  think  they  have  been  able  to  put  out  their  stock 
or  to  put  out  their  bonds,  but  that  charge  has  been  made.  Now, 
under  this  plan  no  railroad  can  go  before  the  Interstate  Commerce 
Commission  and  say,  ' '  We  must  have  an  increase  of  rates  because  we 
must  have  facilities." 

Senator  Kellogg.  Would  you  give  eveiy  road  the  right  to  avail 
itself  of  this  ?     If  not,  who  would  you  have  decide  it  ? 

Mr.  Rich.  Senator,  you  have  hit  a  point  about  which  I  have  not 
come  to  a  very  definite  conclusion.  My  general  impression  is  that 
you  should  give  every  railroad  the  right  to  do  it,  and  that  at  the 
same  time  the  tendency  should  be  to  make  it  rather  difficult  for  the 
railroads  to  comply  with  the  conditions  of  the  guaranty.  That  is  an 
important  question.  Senator,  and  I  am  not  able  to  give  you  a  very 
well-considered  judgment  on  it.  At  any  rate,  most  of  the  railroacfs 
would  be  able  to  do  this,  and,  as  I  say,  when  they  come  before  the 
Interstate  Commerce  Commission  for  an  increase  in  rates  they  can 
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not  say  "our  communities  will  suffer  for  lack  of  facilities  unless  you 
give  us  this  increase  of  rates,"  because  if  it  is  true  that  they  can  not 
float  their  securities  they  can  get  the  Government  guaranty. 

Senator  Kjellogg.  If  you  go  on  issuing  bonds  and  keep  increasing 
the  bonded  indebtedness  and  do  not  increase  the  stock  indebtedness, 
it  would  only  be  a  short  time  when  no  securities  could  be  issued 
without  a  Government  guaranty,  would  it  not  ? 

Mr.  Rich.  I  thmk  for  that  very  reason  the  rates  should  be  placed 
on  a  basis  which  would  enable  the  railroads  more  and  more  to  finance 
their  requirements  through  the  issuance  of  stock  and  that  the  rates 
should  be  so  adjusted  from  time  to  time  as  progressively  to  make  it 
possible  for  the  poorer  railroads  to  come  into  the  stock  class.  I 
agree  with  you  thoroughly,  Senator,  that  it  is  a  most  unfortunate 
tendency  which  we  have  seen  of  a  gradual  increase  in  bonded  in- 
debtedness. 

Senator  Pomerene.  Does  your  proposition,  then,  include  a  guar- 
anty of  dividends  ? 

Mr.  Rich.  No,  sir.  I  am  glad,  Mr.  Chairman,  that  you  have  asked 
that  question,  because  that  involves  this:  I  would  guarantee  only  the 
obligations  which  are  issued  after  the  plan  goes  into  effect.  If  you 
guarantee  dividends — that  is,  if  you  issue  shares  of  stock  and  guar- 
antee the  dividends  on  that  stock,  you  must  necessarily  guarantee 
the  dividends  on  all  the  stock  that  is  outstanding ;  and  I  do  not  think 
we  have  come  to  the  point  where  we  are  willing  to  do  that. 

Senator  Pomerene.  My  question  was  prompted  by  your  statement 
that  in  this  way  you  would  expect  the  railroads  to  be  able  to  finance 
themselves  through  the  issuance  of  stock. 

Mr.  Rich.  Yes.  I  am  referring  there  to  the  class  of  railroads 
which  does  not  seek  Government  guaranty;  the  class  of  railroads 
which  can  issue  their  stock  on  favorable  terms,  or  issue  their  bonds  on 
favorable  terms ;  but  I  think  that  any  consideration  of  this  plan  must 
meet  the  objection  raised  by  Senator  Kellogg,  and  you  must  establish 
your  rates  on  such  a  basis  that  gradually  the  railroads  which  can  not 
issue  their  stock  will  come  into  the  class  where  they  can  issue  their 
stock.  Now,  that  does  not  entirely  do  away  with  the  objection,  be- 
cause there  would  be  a  lot  of  roads  which  could  not  get  into  that  class, 
and  their  indebtedness  would  still  go  on  increasing;  and,  in  that 
situation,  I  simply  say:  is  it  better,  in  the  interest  of  the  public,  that 
the  public  shoidd  have  the  facilities  than  that  the  railroads  should  have 
a  proper  financial  structure  ?  Is  not  the  fundamental  question 
facilities  ?  The  minor  question  is  the  way  of  getting  those  facilities. 
And,  therefore,  you  come  up  against  the  question,  so  often  put:  How 
are  you  going  to  finance  the  weak  roads  without  giving  the  strong 
roads  too  much?  And  here  you  have  it,  with  this  single  objection, 
that  the  tendency  will  be  for  the  poorer  roads  to  become  more  bur- 
dened with  fixed  charges;  but,  on  the  other  hand,  I  believe  that  if  the 
poorer  roads  are  able  to  get  their  money  cheaply,  they  will  make  such 
improvement  in  their  service  that  gradually  their  operating  expenses 
will  become  less  and  they  will  get  out  of  the  guaranteed  class. 

Senator  Pomerene.  That  might  depend  in  part  upon  whether  the 
road  was  well  located  or  not  ? 

Mr.  Rich.  Absolutely. 

Senator  Pomerene.  Whether  it  was  a  legitimate  business  propo- 
sition, I  mean. 
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Mr.  Rich.  Absolutely;  and  you  can  not  establish  rates  under  the 
present  method  of  operation  of  railroads  on  a  basis  which  will  enable 
the  railroads  to  finance  themselves  without  Government  aid. 

Senator  McLean.  Your  plan  involves  Federal  incorporation  of  the 
roads  ? 

Mr.  Rich.  No,  sir. 

Senator  McLean.  In  the  national-bank  case,  which  you  cited,  the 
banks  are  incorporated  by  Federal  charters  ? 

Mr.  Rich.  That  was  not  a  national-bank  case.  It  was  a  State- 
bank  case.  On  the  question  of  Federal  incorporation  I  will  only  say 
this,  that  it  is  not  necessary  to  have  Federal  incorporation  under  this 
plan.  I  do  not  think  it  is  necessary  to  have  Federal  incorporation 
under  any  plan,  to  meet  the  situation;  but,  on  the  other  hand,  I  do  not 
see  much  objection  to  it,  except  as  to  the  form  of  Federal  incorpora- 
tion. In  other  words,  you  can  give  to  the  regulatory  commission  all 
the  powers  that  would  be  embodied  in  the  plan  of  Federal  incorpora- 
tion, without  raising  some  pretty  delicate  questions.  I  might  say 
here  that,  if  I  have  read  the  statement  of  the  railway  executives  cor- 
rectly, they  seek  under  Federal  incorporation  to  retain  all  the  benefits 
of  State  charters.  I  do  not  qiiite  see  how  you  can  incorporate  under 
that  basis.  In  other  words,  I  do  not  see  how  you  can  give  to  them 
all  the  benefits  of  State  incorporation  and  relieve  them  of  all  the 
burdens  of  State  incorporation,  fairly. 

Senator  McLean.  Was  your  estimate  of  $55,000,000  of  surplus 
based  on  roads  earning  more  than  9  per  cent  ? 

Mr.  Rich.  Yes,  sir. 

Senator  McLean.  And  you  do  not  include  roads  pajdng  less  than 
9  per  cent  ? 

Mr.  Rich.  No,  sir.  I  simply  took  everything  above  9  per  cent  and 
halved  it. 

Senator  Pomerene.  You  mean  9  per  cent  on  the  capital  stock  ? 

Mr.  Rich.  Yes,  sir.  In  other  words,  perhaps  I  may  make  it 
clearer  in  this  way 

Senator  Pomerene  (interposing).  That  is,  on  capital  stock  and 
not  the  capital  invested  ? 

Mr.  Rich.  Yes.  I  do  not  want  to  take  the  time  of  the  committee 
to  give  my  opinion  about  this  reckoning  of  return  on  capital  invested, 
but  it  has  gotten  the  railroads  into  a  snarl  without  getting  them  any 
benefit  from  it.  What  difference  does  it  make  what  your  return  is 
on  capital  invested  if  you  do  not  get  enough  money  to  sell  .your 
securities  upon  the  basis  of  rates  that  cause  that  return  ?  And,  on 
the  other  hand,  why  should  the  public  bear  a  greater  burden  than  is 
necessary  if  you  can  issue  your  securities  upon  a  return  less  than  the 
return  on  the  capital  invested  ? 

Now,  if  I  might  briefly  outline  what  I  conceive  to  be  the  benefits 
of  this  plan ;  in  the  first  place,  every  community  is  assured  of  adequate 
service— and  that  is  the  primary  function  of  transportation — 
service.  You  get  service;  every  community  gets  service,  and  no 
solution  of  this  problem  can  be  arrived  at  unless  somethhig  is  devised 
to  give  service  to  substantially  all  communities.  Furthermore,  the 
service  would  be  secured  without  raising  the  rates;  in  other  words, 
you  establish  credit  without  giving  an  unreasonable  surplus.  The 
benefits  of  competition  are  preserved ;  private  initiative  is  preserved ; 
fictitious  capitalization  is  not  recognized.     Now,  that  is  one  of  the 
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greatest  benefits  of  this  plan,  to  my  mind.  You  can  cut  out  all  dis- 
cussion about  fictitious  capitalization.  Your  Interstate  Commerce 
Commission  establishes  a  basis  of  rates.  A  railroad  may  or  may  not 
have  fictitious  capitalization.  You  have  not  got  to  establish  your 
rates,  in  other  words,  on  a  basis  to  give  a  market  value  to  fictitious 
capitalization. 

And  then  there  is  another  element  which,  to  my  mind,  is  almost  as 
important  as  any  other,  and  that  is  that  you  eliminate  the  strangle 
hold  which  the  bankmg  interests  have  on  the  weak  railroads.  Now, 
I  speak  with  some  personal  laiowledge  on  this  subject.  I  believe  that 
the  bankers  of  this  country  are  as  honorable  a  body  of  men  as  you 
will  find  in  any  profession  or  any  business,  and  they  have  as  important 
a  function  to  perform  as  any  body  of  men.  They  collect  the  money 
of  the  people,  and  they  loan  it  for  industrial  purposes ;  and  any  laws 
which  hamper  the  proper  development  of  the  banking  interests  would 
be  disastrous  to  the  country,  just  as  any  laws  that  woidd  hamper  the 
development  of  the  transportation  interests  would  be  disastrous  to 
the  country.  But  there  is  this  situation,  which  makes  it  most  unfor- 
tunate for  a  transportation  company  to  exist  where  the  banking 
interests  can  control  it.  Usually  a  firm  of  bankers  has  a  dommant 
interest  in  some  particular  development.  Now,  the  minute  it  gets 
an  important  interest  in  any  other  development,  if  that  development 
is  conflicting,  you  have  a  trustee  occupymg  conflicting  positions. 
And  let  me  illustrate:  Supposing  you  have  a  banking  firm  that  is 
primarily  interested  in  a  street  railway;  it  has  invested  the  money  of 
its  clients  in  that  street  railway.  It  is  bound  to  protect  the  invest- 
ment of  its  clients,  and  there  is  one  thing  that  I  have  noticed  about 
bankers;  that  they  will  go  almost  to  any  extreme  to  protect  the 
interests  of  their  clients  in  their  dominant  interest.  Now,  supposing 
a  railroad  running  through  that  same  territory  gets  into  hard  sledding 
and  wants  to  borrow  money;  of  course,  the  bankers  usually  insist 
under  such  circumstances,  that  they  shall  have  certain  representation 
on  the  board  of  directors.  They  may  not  sit  on  the  board  of  directors, 
but  they  control  the  men  who  do  sit  on  that  board. 

Their  primary  interest,  in  the  illustration  that  I  ha^;e  given  is 
the  street  railway;  and  their  secondary  interest  is  in  the  steam 
railroad.  Supposing  it  develops  in  the  minds  of  that  banldng 
interest  that  it  will  be  ver}^  helpful  if  the  steam  railroad's  suburban 
business  can  be  tm-ned  to  the  street  railway.  Thi'ough  their  repre- 
sentatives on  the  steam  railroad's  l^oard,  they  are  able  to  trade  with 
themselves,  controlling  the  street  railway,  and  tliat  interest  which  is  of 
the  least  importance  is  bound  to  suffer.  Furthermore,  I  do  not  care 
how  honest  those  bankers  are,  they  are  trustees,  and  they  can  not 
be  trustees  for  conflicting  interests.  Therefore,  I  say  that  this  plan 
relieves  the  raih'oads  of  the  domination  of  the  banking  interests,  and 
the  banking  interests  only  dominate  the  weak  railroads.  You  never 
heard  of  the  Pemisylvania  Railroad  being  dominated  by  banking 
interests,  but  if  the  Pennsylvania  Railroad  is  not  able  to  issue  its 
stock  pretty  soon  it  will  be  dominated  by  L-ankin^  interests.  I 
have  developed  what  1  believe  to  be  the  very  essence  of  the  plan,  but 
thequestion  of  regulation  and  the  details  are  almost  equally  important. 

We  believe  that  the  Interstate  Commerce  Commission,  as  I  have 
said,  should  be  the  dominant  regulatory  body.  We  believe  that 
it  should  have  exclusive  jurisdiction  over  the  issuance  of  securities 
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The  Texas  |)lan  is  not  very  clear  on  that  point,  and  that  is  the 
one  resolution  to  which  I  have  taken  exception.  T  think  it  is  gen- 
erally agreed  to  by  Congress  that  the  Federal  Government  should 
have  exclusive  regulation  of  the  issuance  of  securities,  and  you  have 
had  before  you  various  instances  of  action  by  the  States  which  has 
been  very  harmful  to  the  railroads. 

Let  me  call  to  your  attention,  however,  one  case  which,  perhaps, 
has  not  been  called  to  your  attention,  and  which  came  under  my  per- 
sonal observation.  Some  few  years  ago  the  Boston  &  Maine  directors 
voted  to  issue  $7,000,000  of  bonds  for  the  purpose  of  buying  6,000 
freight  cars,  among  other  things.  The  consent  of  the  commissions  of 
Maine,  New  Hampshire,  and  Massachusetts  was  obtained.  The  bonds 
were  sold,  or,  at  least,  the  agreement  was  made  to  sell  the  bonds;  but 
before  the  trade  was  consummated,  or  before  the  papers  were  passed, 
it  was  discovered  that  there  was  an  old  law  in  New  Hampshire  requu'- 
ing  the  sale  of  bonds  at  not  less  than  par.  It  was  indexed  under 
"street  railway  laws,"  and  that  is  hoAV  it  happened  that  no})od3^  got 
hold  of  it  until  after  the  commissions  had  acted.  There  was  an  agree- 
ment to  sell  those  bonds  at.  somewhat  less  than  par.  When  this  was 
discovered,  the  President  of  the  railroad  sent  for  me,  and  was  very 
much  disturbed.  He  said  ''We  have  ])ractically  ordered  these  6,000 
cars,  and  we  need  the  money."  I  said  "  the  Legislature  of  New  Hamp- 
shire is  in  session,  and  let  us  see  if  we  can  not  get  that  law  repealed." 
He  laughed,  with  some  cynicism,  over  the  hope  of  getting  a  law  re- 
pealed within  the  short  time  necessary  to  float  these  bonds;  but  we 
took  the  matter  up  to  the  governor  and  the  Public  vSer^■ice  Commis- 
sion, and  they  saw  the  unwisdom  of  this  old  law,  and  in  seven  days 
from  the  time  that  matter  was  presented  to  the  governor,  that  law 
was  repealed;  and  yet  in  those  seven  days  the  market  had  gone  off  so 
that  the  bonds  were  not  sold — and  tliis  was  some  six  years  ago — 
and  they  have  not  been  sokl  yet,  and  those  6,000  freight  cars  have 
not  been  purchased  yet.  But  I  tliink  there  is  no  difference  of  o[)in- 
ion  in  this  committee  as  to  the  wisdom  of  exclusive  Federal  control. 
There  is,  however,  it  seems  to  me,  a  difference  of  opinion  as  to  the 
powers  whi^h  should  be  exercised  by  the  regulatory  body. 

Senator  Pomerene.  It  is  hardly  fair  to  attribute  that  failure  of  a 
sale  to  the  fact  that  the  State  commissions  did  not  act  favorably 
upon  it  ? 

Mr.  Rich.  No,  sir. 

Senator  Pomerene.  It  was  rather  due,  I  take  it,  to  the  financial 
condition  of  the  road  ? 

Mr.  Rich.  It  was  due  to  a  sudden  fallmg  off  of  market  conditions 
generally.  It  was  no  fault  on  the  part  of  the  State  commissions;  but 
I  used  that  to  illustrate  the  imwisdom  of  haxdiig  State  control. 

Senator  Pomerene.  I  undei*stand. 

Mr.  Rich.  Now,  when  you  come  to  the  powers  to  be  exercised  by 
the  regulatory  commission,  it  seems  to  me'  that  the  tendency  is  to 
grant  to  the  regulatory  commission  too  extensive  powers.  I  believe 
that  there  is  a  very  great  difference  between  "management"  and 
"regulation" ;  that  "regulation"  is  the  function  of  the  public  and  that 
"management"  is  the  function  of  the  corporation.  However,  you 
can  not  draw  the  line  absolutely  between  regulation  and  manage- 
ment; but  you  can  take  a  given  case  and  you  can,  in  your  own  minds, 
decide  whether  that  is  a  subject  of  regulation  or  whether  it  is  a  proper 
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subject  of  management;  and  let  me  illustrate:  Suppose  a  railroad 
decides  that  it  wants  to  double-track  some  portion  of  its  line.  What 
does  it  do  ?  It  makes  a  study  of  the  traffic ;  it  gets  the  opinion  of  those 
who  are  operating  the  road;  it  studies  its  congestion;  it  studies  a  lot 
of  things.  The  decision  as  to  whether  that  track  shall  be  double-tracked 
is  emphatically  something  for  the  management  to  determine. 

The  decision  of  the  management  should  be  final  on  that  and  not 
reviewable  by  the  public  authority.  Otherwise  you  substitute  for  the 
judgment  of  the  railway  managers  the  judgment  of  a  public  tribunal, 
which  can  not,  under  the  circumstances,  have  the  same  knowledge 
of  the  situation  that  the  management  has.  I  think  you  can  safely 
leave  it  to  the  management  not  to  spend  too  much  money — at  least, 
that  class  of  roads  which  can  finance  their  own  requirements — and  I 
believe,  therefore,  it  is  wise  for  the  law  to  specify  the  purposes  for 
which  the  money  may  be  raised  for  capital  expenditures ;  and  when 
it  comes  to  the  question  of  improvements,  leave  the  final  decision  of 
the  nature  of  the  improvements  to  the  railroad.  That  is  the  law  we 
have  in  New  England.  Again,  I  can  not  cite  our  New  England 
railroads  as  examples  of  w^hat  railroads  ought  to  be;  but,  neverthe- 
less, the  trouble  has  not  come  from  a  too  free  expenditure  for  im- 
provements, but  it  has  come  from  other  reasons.  If  more  money  had 
been  expended  for  improvements,  we  would  have  had  less  trouble. 

Senator  Cummins.  That  would  apply  to  the  purchase  of  additional 
railroads  as  well  ? 

Mr.  Rich.  No,  sir.  So  far  as  extensions  are  concerned,  or  new 
railroads,  that  is  a  question  of  public  policy  and  is  emphatically  a 
question  to  be  determined  by  the  public  tribunal;  and,  furthermore. 
Senator,  following  out  that  line,  if  the  railroads,  under  the  statute, 
have  the  power  to  buy  the  stocks  of  their  leased  lines  or  controlled 
lines,  the  question  of  what  they  should  pay  for  those  stocks  and  how 
they  should  get  those  stocks,  or  what  amount  of  its  own  stock  the 
road  should  exchange  for  a  given  amount  of  stock  of  the  leased  line, 
is  emphatically  a  question  for  the  public  tribunal  to  determine. 

When  it  comes  to  the  determination  of  price,  again  I  believe 
that  it  is  pretty  safe,  in  the  case  of  bonds,  to  leave  the  price  to  the 
determination  of  the  raiboad  directors.  Certainly,  if  a  provision  is 
made  for  competitive  bidding.  I  feel  somehow  that  the  solution 
of  this  problem  of  the  sale  of  bonds  by  railroads  financing  them- 
selves, to  the  satisfaction  of  the  public,  must  come  through  some 
form  of  competitive  bids.  In  other  words,  that  wiU  eliminate  all 
suspicion  of  banking  control.  I  can  not  find  railroad  people  agreeing 
to  that,  and  it  may  be  that  it  is  impractical;  but  municipalities  do  it 
and  I  do  not  see  why  a  railroad  can  not  do  it.  When  it  comes  to 
the  question  of  the  issuance  of  stock,  as  I  say,  all  regulations 
should  tend  in  the  direction  of  putting  the  railroads  in  a  situation 
where  they  can  issue  stock,  and  of  course  they  should  offer  it  first  to 
their  stockholders;  and  the  question  comes.  At  what  price  should 
they  offer  it  to  then-  stockholders?  You  take  the  Pennsylvania 
Railroad,  for  example.  It  has  paid  its  stockholders  6  and  7  per 
cent  for  a  long  period  of  years.  It  has  issued  its  stock  sometimes  at 
par  and  sometimes  a  little  above  par,  and  the  stockholders  have 
gotten  a  little  extra  dividend  in  that  way.  They  have  not  gotten  as 
much  as  probably  they  ought  to  get,  but,  on  the  other  hand,  where 
you  have  a  railroad  whose  stock  is  selling  in  the  market  at  400  or 
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500,  quite  obviously  that  should  not  be  offered  to  the  stockholders 
at  par,  and  the  question  is  as  to  what  limitation  there  should  be.  I 
do  not  believe  that  the  railroads  should  be  allowed  to  issue  their 
stock  to  the  stockholders  at  par  without  some  restriction;  but  I  do 
not  think  the  restriction  should  be  too  great.  In  Massachusetts, 
under  our  practice,  their  stock  is  ordinarily  allowed  to  be  issued  at 
about  25  points  less  than  the  market  price,  and  it  works  pretty  well; 
but  at  any  rate  the  problem  is  to  get  the  stockholders  to  take  up 
the  stock. 

Senator  Pomerene.  Is  that  by  statute  or  by  reason  of  some  rule 
of  your  public-utilities  commission  ? 

Mr.  Rich.  The  original  statute  required  the  public-service  com- 
mission to  fix  the  price  at  substantially  the  market  price,  and  that 
worked  very  badly,  because  the  stock  would  not  be  taken  up.  The 
Boston  &  Maine  Railroad  has  issued  its  stock  at  times  at  190,  a  price 
fixed  by  the  public-service  commission.  At  other  times  it  has  issued 
it  at  175  and  at  other  times  at  165.  That  law  was  found  to  be 
unworkable,  and  it  was  one  of  the  things  that  drove  the  Boston  & 
Maine  Railroad  on  the  rocks.  If  they  had  allowed  the  stock  to  be 
issued  at,  say,  25  points  below  the  market  price,  I  think  the  railroad 
would  not  have  gone  into  the  hands  of  a  receiver. 

I  want  to  refer  to  one  more  thing,  and  it  is  very  important; 
that  is,  the  wage  question;  and  that  problem  has  got  to  be 
faced  firmly  and  fearlessly.  I  have  been  associated  with  railroad 
men  for  20  years.  I  number  among  my  warmest  friends  men  in 
overalls  on  the  railroads;  I  number  them  among  my  clients.  The 
railroad  men  of  this  country  are  the  most  intelligent,  the  most  fear- 
less men  that  I  know  of.  There  is  no  other  body  of  men  that  are 
their  equals.  I  would  be  the  last  one  in  the  world  to  say  anything 
against  them.  I  know  them;  I  have  summered  with  them;  1  have 
wintered  with  them;  I  have  been  their  counsel  in  their  domestic 
troubles  and  in  their  financial  troubles,  and  in  all  sorts  of  troubles. 
I  do  not  believe  that  a  majority  of  them  favor  anything  that  will 
permit  an  interruption  of  the  transportation  business  of  this  country. 
I  am  confident  that  a  majority  of  them  do  not;  but  whether  a  ma- 
jority of  them  do  or  not,  whatever  the  situation  may  be,  if  I  am 
wrong  about  their  attitude,  I  am  not  wrong  about  this:  That  the 
people  of  this  country,  the  overwhelming  majority  of  the  people  of 
this  country,  will  not,  in  the  long  run,  tolerate  interruption  of  their 
transportation  service. 

Mr.  Fulbright  stated  that  proposition  with  absolute  accuracv. 
Furthermore,  there  is  no  measure  that  Congress  can  pass  that  would 
be  so  popular  in  this  country  as  a  measure  that  will  make  it  diflicult 
for  interruption  of  the  transportation  service  of  this  country.  I 
believe,  as  I  have  said,  that  the  majority  of  railroad  men  themselves 
would  be  perfectly  satisfied  with  a  proper  tribunal  for  the  arbitration 
of  railroad  disputes;  but  whether  satisfied  or  not,  the  people  of  this 
country  are  not  going  to  be  satisfied  until  Congress  enacts  some  law 
compelling  arbitration  in  the  vital  service  of  transportation,  at  least 
before  strike. 

I  thank  you,  gentlemen. 

Senator  Pomerene.  Let  me  just  ask  you  a  question  or  two:  You 
spoke  a  moment  ago  about  a  Government  guaranty  of  bonds,  and  a 
little  later  about  the  sale  of  these  bonds  by  the  railroad  management, 
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giving  to  them  the  power  to  sell  at  a  given  price,  either,  I  assume, 
above  or  below  par.  Now,  suppose  that  these  bonds  are  guaranteed, 
why  should  the  management  be  given  the  right  to  sell  these  bonds, 
let  us  say,  substantially  below  par  ? 

Mr.  Rich.  They  ought  not  to  be  given  the  right,  and.  Senator, 
you  have  called  attention  to  a  lack  of  clearness  in  my  statement. 
When  I  was  discussing  the  powers  of  the  railroads  and  the  regulatory 
commissions  over  the  sale  of  bonds,  I  should  have  said  that  those 
rules  should  apply  only  to  the  railroads'  own  unguaranteed  bonds. 
I  see  how  I  confused  the  two  ideas. 

Senator  Pomerene.  Now,  again,  let  me  ask  you  this:  Suppose 
that  the  Government  guaranteed  these  bonds;  what  effect  would  it 
have  upon  the  management  of  the  railroads  ?  Do  you  think  that  they 
would  continue  with  the  same  energy  to  meet  their  requirements, 
that  they  would  if  they  were  wholly  dependent  upon  their  own 
initiative  ? 

Mr.  Rich.  I  think  this;  there  is  always  danger  where  the  Govern- 
ment extends  out  its  protecting  hand,  that  there  would  be  a  loss  of 
initiative.  There  is  always  danger;  but  I  believe  this:  Take  a  rail- 
road that  is  earning,  say,  6  per  cent  on  its  capital  stock,  but  that  is 
not  enough  to  enable  it  to  put  out  its  capital  stock  at  par,  and  it  has 
to  get  Government  guaranty.  It  seems  to  me  that  the  directors  of 
that  road  and  the  management  of  that  road  will  be  trying  all  the  time 
to  get  that  road  in  the  class  where  it  can  do  its  own  financing.  It 
seems  to  me  there  will  be  an  incentive,  perhaps  as  great  as  without 
Government  guaranty,  to  get  into  another  class.  That  is  merely 
my  opinion.     I  think  the  plan  affords  a  chance  for  incentive. 

Senator  McLean.  They  would  not  try  very  hard  to  earn  more  than 
8^  per  cent,  would  they  ? 

Mr.  Rich.  Wliy,  yes;  because  they  are  entitled  to  half  of  everything 
above  8^  or  9  per  cent.  I  think,  as  I  said,  there  is  an  incentive.  I 
intended  to  make  it  clear  that  I  would  not  give  the  Government  all 
above  that  sum,  but  only  half.  I  say  "half";  you  might  say  a 
quarter  or  three-quarters.  I  am  using  that  as  illustrative.  You  see, 
Senator  Cummins,  I  am  placing  my  burdens  on  your  shoulders  again. 
You  have  suggested  something  like  half,  up  to  a  certain  point,  and 
three-quarters  above  that.  I  think  it  is  feasible  to  work  it  out 
along  those  lines. 

Senator  Pomerene.  Would  you  require  the  guaranty  of  all  of 
these  bonds  of  the  railroads  that  were  not  earning  sufficient  to  pay  the 
interest  on  them  ? 

IMr.  Rich.  Only  on  the  new  bonds  issued.  This  plan  has  this 
advantage;  that  there  is  a  guaranty  only  on  the  new  capital.  Now, 
in  Massachusetts,  we  have  public  operation  of  the  street  railways, 
but  under  the  plan  in  force  there,  there  is  a  public  guaranty  of  all 
the  old  securities. 

Senator  Pomerene.  Would  you  have  the  guaranty  on  all  refund- 
ing bonds  ? 

Mr.  Rich.  No;  I  would  not  have  the  guaranty  extend  to  anything 
except  bonds  issued  after  the  law  went  into  effect. 

Senator  Pomerene.  And  then,  if  you  put  this  guaranty  on  the 
bonds,  I  assume  that  the  less  promising  the  road  was  as  a  financial 
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proposition,  the  greater  would  be  the  effort  to  have  the  Government 
guarantee  the  bonds  ? 

Mr.  Rich.  I  think  so. 

Senator  Pomerene.  That  is  all  I  care  to  ask. 

Senator  Cummins.  Mr.  Rich,  in  view  of  your  reference  to  a  plan  of 
my  own,  which  you  have  seen  somewhere.  I  think  I  ought  to  say  this: 
I  have  been  studymg  the  subject  for  20  years  and  I  have  passed 
through  a  great  many  long  investigations  since  I  have  been  a  Member 
of  .the  Senate,  and  it  is  quite  true  that  I  have  some  opinions  with 
regard  to  the  solution  of  this  problem,  and  I  have  been  frank  with 
certain  newspaper  men  who  have  asked  me  about  certain  phases  of 
the  question,  and  I  have  no  quarrel  with  your  interpretation  of  these 
publications  that  have  been  from  time  to  time  made,  although  they 
do  not  pretend  to  give  more  than  a  mere  outline  of  the  matter  as  it 
presents  itself  to  my  mind.  I  think  I  ought  to  say  that.  1  want  to 
call  attention  to  one  or  two  things.  The  railroads  have  for  years  been 
claiming  that  they  were  entitled  to  a  fair  return  upon  the  value  of 
the  property  which  renders  the  service,  have  they  not?  That  has 
been  their  claim  ? 

Mr.  Rich.  Yes,  sir. 

Senator  Cummins.  And  your  view  of  it  is  that  8  or  9  per  cent  would 
be  that  fair  return  ? 

Mr.  Rich.  No,  sir.     May  I  explain,  Senator,  a  moment  ? 

Senator  Cuivimins.  Yes. 

Mr.  Rich.  Six  per  cent,  we  will  say,  on  the  value  of  the  property, 
would,  in  the  case  of  the  average  railroad,  be  about  8  per  cent  on  the 
capital  stock. 

Senator  Cummins.  Yes.  I  understand,  however,  that  the  railroads 
have  been  limiting  their  claim — and  I  am  not  passing  upon  its  jus- 
tice— to  6  per  cent  upon  the  value  of  their  property.  I  will  assume 
that  the  insistence  is  upon  9  per  cent — somewhere  between  8  and  10 
per  cent.  The  value  of  the  railroad  property  of  the  United  States 
has  not  been  definitely  ascertained,  but  it  is  generally  assumed  to  be 
somewhere  from  seventeen  billion  to  twenty  billion  dollars,  is  it  not? 

Mr.  Rich.  Yes, 

Senator  Cummins.  Nme  per  cent  as  a  net  income,  taking  the  rail- 
roads as  a  whole,  would  be  an  income  of  $1,500,000,000.  We  are 
guaranteeing  now,  taking  the  short  lines  as  well  as  the  long  lines,  a 
net  operating  income  of  about  a  billion  dollars.  Tliat  is  your  recol- 
lection, is  it  not? 

Mr.  Rich.  Yes,  sir. 

Senator  Cummins.  Assuming  again  the  value  of  the  property  to  be 
about  $17,000,000,000,  if  this  were  represented  in  some  form  of  Gov- 
ernment guaranty,  and  the  Government's  obligations  are  fairly 
bearing  4^  per  cent  interest,  the  capital  charge  under  that  arrange- 
ment would  be  S765,000,000,  so  that  we  have  this  situation:  Under 
a  Government  guaranty  of  the  return  upon  the  value  of  the  property 
the  capital  charge  would  be  about  $765,000,000;  under  the  present 
Government  guaranty  it  is  about  a  billion  dollars,  and  under  the 
claim  of  the  railroads,  hereafter  to  be  worked  out,  it  is  somewhere 
from  a  billion  two  hundred  million  to  a  billion  five  hundred  million 
dollars.  Now,  do  you  not  think  it  is  worth  while,  with  perfect  fair- 
ness to  capital,  to  relieve  the  people  of  that  capital  charge,  so  far  as 
they  can  be  relieved  ? 
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Mr.  Rich.  Yes,  sir;  and  I  believe  that  therein  lies  perhaps  the 
ultimate  solution  of  the  problem,  unless  some  remedy  is  worked  out 
which  does  not  involve  so  large  a  measure  of  Government  ownership 
or  Government  control.  I  take  it  that  under  the  plan  of  Govern- 
ment ownership  with  private  operation  several  hundred  million  dol- 
lars would  be  saved  to  the  people  of  this  country,  and  it  is  well  worth 
saving;  and  I  am  waiting  witli  a  great  deal  of  mterest  for  the  devel- 
opment of  the  details  of  the  plan. 

Senator  Cummins.  I  do  not  lose  sight  of  the  disadvantages  which, 
in  the  minds  of  many  people,  are  attached  to  Government  operation, 
its  alleged  inefficiency,  and  its  alleged  want  of  economy;  but  putting 
the  matter  of  operation  entirely  aside,  we  ought  to  relieve  the  people 
of  the  country  of  the  excess  capital  charge,  if  we  can  do  it  in  fairness 
to  capital  and  at  the  same  time  preserve  efficiency  and  economy  in 
operation,  ought  we  not  ? 

Mr.  Rich.  Yes,  sir. 

Senator  Cummins.  Now,  under  your  plan,  which  has  some  very 
striking  advantages,  or  under  any  other  plan  of  Government  control, 
the  Government,  in  fact,  does  guarantee  a  return  upon  the  capital 
as  a  whole,  or  it  is  bound  to  fix  rates  which  will  return  upon  all  the 
properties  of  the  country  a  fair  return  upon  the  capital  ? 

Mr.  Rich.  Yes,  sir. 

Senator  Cummins.  I,  for  one,  have  not  been  able  to  see,  inasmuch 
as  we  must  guarantee  a  return,  why  the  people  should  not  have  the 
advantage  of  the  low  rate  of  return  which  a  Government  guaranty 
should  bring  them. 

Mr.  Rich.  I  am  impressed.  Senator,  with  that  statement. 

Senator  Pomerene.  The  committee  will  recess  now  until  9  o'clock 
to-morrow  morning. 

Mr.  Rich.  Is  it  desired  that  I  appear  again  to-morrow  ? 

Senator  Pomerene.  Yes. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
Thursday,  January  30,  1919,  at  9  o'clock  a.  m.) 

Note. — Upon  reading  the  proof  Mr.  Rich  states  that  he  misunderstood  Senator 
Cummins'  question.  His  answer  should  have  been  that  his  plan  does  not  involve 
a  guaranty  upon  the  capital  as  a  whole. 
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THURSDAY,.  JANUARY   30,  1919. 

United  States  Senate, 
Committee  on  Interstate  Commeece, 

Washington,  D.  0. 
The  committee  met,  pursuant  to  adjournment,  at  9  o'clock  a.  m., 
Senator  Atlee  Pomerene  presiding. 

Senator  Pomerene.  The  committee  will  please  come  to  order. 
Senator  Cummins,  I  believe  you  were  inquiring  of  Mr.  Rich  when  we 
recessed.     You  may  proceed. 

Senator  Cuivimins.  Mr.  Rich's  testimony  was  very  clear,  and  in 
view  of  the  fact  that  Mr.  Finn  is  waiting  and  must  either  testify  this 
morning  or  not  at  all,  I  will  waive  any  further  examination  of  Mr. 
Rich. 

Senator  Kellogg.  I  want  to  ask  just  a  few  questions  of  Mr.  Rich. 

STATEMENT  OF   MR.  EDGAR  J.  RICH— Resumed. 

Senator  Kellogg.  Mr.  Rich,  do  I  understand  that  you  would 
extend  this  guarantee  privilege  on  bonds  to  any  railroad  that  wished 
to  take  advantage  of  it  ? 

Mr.  Rich.  No,  sir;  only  to  those  railroads  which  could  not  finance 
their  requirements  through  the  issuance  of  their  own  securities. 

Senator  Kellogg.  Wlio  is  going  to  decide  that? 

Mr.  Rich.  That  might  have  to  be  decided  by  some  regulatory  body. 
In  some  cases  it  would  be  very  difficult  to  decide  the  question;  in 
other  cases  it  would  not  be  difficult.  If,  for  instance,  the  stock  of  a 
railroad  were  selling  substantially  above  par,  it  would  be  perfectly 
clear  that  that  railroad  could  offer  its  stock  to  its  stockholders  at  par, 
and  ought  to  do  it — ought  to  be  compelled  to  do  it.  I  readily  see, 
however,  Senator,  that  in  the  case  of  a  railroad  whose  stock  was 
selling  substantially  at  par,  there  would  be  difficulty  in  determining 
whether  that  railroad  could  get  par  for  its  stock. 

Senator  Kellogg.  Now,  take  that  as  the  basis,  I  believe  there  are 
not  more  than  one  or  two  railroads  in  the  United  States  to-day  that 
could  sell  their  own  stock. 

Mr.  Rich.  The  situation,  of  course,  is  abnormal  at  the  present  time. 

Senator  Kellogg.  And  we  do  not  know  whether  it  is  going  to  be 
better  or  not.  Now,  is  not  that  a  rather  unsafe  basis,  and  is  it  not 
a  fact  that  if  the  Government  stands  ready  to  guarantee  any  one  road, 
the  pressure  for  aU  to  get  under  that  guaranty  would  be  so  great 
that,  as  a  matter  of  fact,  every  railroad  would  have  to  be  financed  by 
the  Government? 

Mr.  Rich.  I  do  not  think  that  any  railroad  would  seek  to  get  such 
minute  supervision  over  its  affairs  as  would  be  embodied  in  the  plan 
whereby  two  public  directors  would  sit  upon  the  board  of  directors, 
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if  by  any  chance  they  could  finance  their  requirements,  either  through 
the  issuance  of  stock  or  the  issuance  of  bonds.  I  can  conceive  that 
where  the  raili'oads  could  not  do  that  there  would  be  a  desire  to  get 
under  the  protection  of  the  Government,  and  the  plan  contemplates 
that  they  should  get  under  the  protection  of  the  Government. 

Senator  Kellogg.  Yes.  Now,  the  moment  the  Government  gets 
in  and  goes  to  financing  the  railroads,  practically  the  possibility  of 
private  financing  ends,  and  the  Government  has  got  to  keep  it  up, 
has  it  not '( 

Mr.  Rich.  I  do  not  think  that  necessarily  follows. 

Senator  Kellogg.  Has  not  that  been  the  history  of  other  countries  ? 

Mr.  Rich.  It  certainly  has  been  the  history  in  some  of  the  Euro- 
pean countries. 

Senator  Kellogg.  In  Italy  the  Government  started  in  by  making 
certain  guaranties,  and  they  were  not  kept,  and  the  Government 
continued  to  get  in  deeper  and  deeper,  and  then  took  over  the  rail- 
roads, and  then  turned  them  back  again,  and  the  railroad  situation 
there  for  50  years  has  been  in  a  very  unsatisfactory  condition. 

IVIr.  Rich.  Exactly,  sir.  If  you  will  notice,  one  feature  of  our  plan 
provides  that  the  Interstate  Commerce  Commission  shall  see  to  it 
that  this  surplus  fund  is  always  a  certain  amount.  Now,  if  the  Inter- 
state Commerce  Commission  fulfills  its  duty  under  such  a  mandate, 
there  will  always  be  a  tendency  upward,  to  a  certain  extent,  in  the 
basis  of  rates;  there  will  not  be  the  tendency  downward  that  exists 
to-day  on  account  of  the  pressure  from  various  interests.  Now,  the 
result  of  that  will  be,  I  believe,  that  railroads  which  have  the  Govern- 
ment guaranty  wiU  gradually  be  able  to  get  from  under  the  guaranty, 
and  I  tliink  the  whole  tendency  %vill  be  that  way.  I  may  be  mistaken. 
I  would  deplore  as  much  as  anybody  any  plan  which  would  look 
toward  Government  ownership  or  Government  operation. 
■  Senator  Kellogg.  Did  you  ever  know  of  a  railroad  in  any  foreign 
country  that  started  in  with  a  partial  Government  guaranty,  or  any 
Government  guaranty,  that  ever  got  out  from  under  it? 

Mr.  Rich.  I  do  not  have  in  mind  any  case  of  that,  except  the  case 
of  the  Union  Pacific  Railroad,  in  this  country — a  very  notable 
example  of  Government  aid,  extending  over  a  considerable  period, 
and  then  the  road  finally  emerging  from  Government  aid  and  becom- 
ing one  of  the  strongest  systems  in  this  country. 

Senator  Kellogg.  The  Union  Pacific  did  not  keep  its  agreement. 
No  payments  were  made  for  more  than  a  quarter  of  a  century,  until 
the  debt  piled  up  and  the  road  went  into  the  hands  of  a  receiver; 
and  then  came  a  remarkable  expansion  of  business,  and  the  road 
pulled  out  and  reorganized  and  got  out  from  under  it. 

Mr.  Rich.  As  I  recall  the  facts,  by  the  time  the  bonds  matured 
the  railroad  was  in  a  position  to  get  out  from  under  the  Government 
aid,  and  did  get  out  from  under  Government  aid,  I  think,  without 
any  loss  to  the  Government. 

Senator  Kellogg.  Well,  I  will  not  bother  to  go  into  the  history 
of  the  Union  Pacific  further.  Now,  I  believe  you  advocate  compe- 
tition between  systems  of  railroads,  do  you  not  ? 

Mr.  Rich.  Not  unlimited  competition. 

Senator  Kellogg.  I  am  not  talking  about  unlimited  competition, 
because  there  can  not  bo  much  competition  in  rates;  but  I  mean  in 
service. 
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Mr.  Rich.  Yes,  sir. 

Senator  Kellogg.  You  think  that  ought  to  be  maintained  ? 

Mr.  Rich.  Yes,  sir. 

Senator  Kellogg.  Your  plan  will  not  take  care  of  the  disparity 
between  the  earnings  of  the  railroads,  will  it? 

Mr.  Rich.  The  disparity  of  what? 

Senator  Kellogg.  The  disparity  between  the  earnings  of  systems 
of  railroad;  in  other  words,  the  mere  furnisiiing  of  money  at  a  little 
lower  rate  of  interest  would  not  take  care  of  the  disparity  between 
the  earnings  of  the  Chicago  Great  Western  Railway  and  the  Burling- 
ton? 

Mr.  Rich.  No;  but  whatever  was  lost  by  one  road  would  be  more 
than  made  up  under  this  plan  of  the  Government  receiving  a  share 
of  the  earnings  in  excess  of  a  certain  amount,  and  a  study  of  three 
years  shows  that  there  would  be  a  very  generous  margin. 

Senator  Kellogg.  Any  such  plan  as  that  necessarily  is  going  to 
take  away  a  certain  amount  of  competition,  is  it  not? 

Mr.  RiCh.  I  do  not  see  how  it  changes  the  competitive  condition, 
because  each  road  is  to  be  left  with  its  independent  management, 
and  each  road  having  tliis  guaranty,  I  believe,  will  endeavor  to  show 
the  largest  possible  earnings  in  order  eventually  to  get  out  from  under 
the  guaranty.  Furthermore,  a  road  earning,  for  instance,  4  or  5 
per  cent  and  unable  to  finance  its  requirements  because  its  earnings 
are  not  sufficient  nevertheless  will  endeavor  all  the  time  to  get 
enough  for  its  stockholders,  even  if  its  motive  is  not  to  get  out 
from  under  the  Government  guaranty.  You,  Senator,  have  been 
familiar  with  railroad  administration,  and  you  know  that  the  one 
thing  that  the  president  of  a  railroad  has  continually  in  mind  is  the 
net  earnings  in  order  that  he  may  show  that  his  trusteeship  of  that 
property  is  resulting  to  the  good  and  benefit  of  the  stockholders. 

Senator  Kellogg.  How  could  any  railroad  particularly  object 
to  a  couple  of  Government  directors  ? 

Mr.  Rich.  I  think  they  would,  sir. 

Senator  Kellogg.  They  would  be  glad  to  have  them,  would  they 
not? 

Mr.  Rich.  I  think  they  would  object.  I  think  they  would  prefer 
to  run  their  road  as  they  have  run  it.  And  I  want  to  say  right  here 
that  from  an  intimate  knowledge  of  railroads,  I  do  not  believe  there 
is  any  business  in  the  country  that  has  ever  been  run  with  such  a 
high  degree  of  integrity  as  the  railroads  of  this  country. 

Senator  Kellogg.  I  do  not  care  to  ask  any  further  questions. 

Senator  Pomerene.  I  think  that  is  all. 

]Mr.  Rich.  Pardon  me,  but  I  think  there  is  one  point  I  would  like 
to  develop  just  a  moment,  on  which  I  think  I  made  an  inaccurate 
statement  yesterday,  or,  at  least,  not  a  full  statement.  The  question 
would  arise,  in  connection  with  the  division  of  profits,  as  to  whether 
a  railroad  which  was  greatly  undercapitalized  would  be  properly 
protected.  For  instance,  take  the  case  of  the  Burlington  Road, 
which  is  undoubtedly  undercapitalized.  Now,  9  per  cent  on  its  stock 
would  not  be,  we  will  say.  6  per  cent  on  the  value  of  its  property. 
That  road  is  absolutely  protected  under  the  Constitution,  because 
it  is  entitled  to,  we  will  say,  6  or  7  per  cent  on  the  value  of  its  property; 
and  that  might  well  be— and  would  be,  in  the  case  of  the  Burlington, 
probably — perhaps  15  or  20  per  cent  on  its  stock,  so  that  this  plan 
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affords  an  absolute  protection  to  the  railroad  in  its  constitutional 
rights;  it  would  have  to  afford  that  at  any  rate.  Then,  I  wanted 
to  refer  to  the  suspension  rule. 

I  stated  that  the  interests  which  I  represent  were  in  favor  of  the 
immediate  restoration  of  the  power  of  suspension  to  the  Interstate 
Commerce  Commission,  and  we  are;  but  I  do  not  want  to  be  con- 
strued as  believing  that  the  old  rule  of  suspension  is  the  best  rule  of 
suspension ,  and  when  you  come  to  work  out  a  more  or  less  permanent, 
system  of  regulation,  I  believe  you  ought  to  give  serious  consideration 
to  the  question  of  amending  that  suspension  rule. 

Senator  Pomerene.  In  what  respect? 

Mr.  Rich.  Along  the  lines  of  the  bill  introduced  by  you,  Senator, 
decreasing  the  term  of  suspension,  and  also  providing  a  rule  which 
will  compel  the  commission  to  consider  more  carefully  whether  a 
schedule  should  be  suspended  or  not.  I  believe  that  considerable 
trouble  has  arisen  in  the  past,  in  the  early  days  of  the  exercise  of  this 
rule  by  the  commission,  in  exercising  it  too  freely.  I  think  the  com- 
mission has  very  largely  gotten  away  from  that,  and  I  think  it  has 
been  exercised  with  a  great  deal  of  discretion  of  late  years;  but  I  still 
feel  that  there  ought  to  be  a  rule  of  suspension  that  does  not  make  it 
a  mere  matter  of  routine  to  suspend. 

Senator  Pomerene.  In  other  words,  to  a  certain  extent  the  sus- 
pension should  depend  on  the  particular  facts  of  each  case  ? 

Mr.  Rich.  Yes;  and,  as  suggested  in  your  bill,  the  time  of  suspen- 
sion should  be  materially  decreased. 

Senator  Pomerene.  I  think  that  is  all.  We  will  hear  Mr.  Elm- 
quist  now. 

STATEMENT  OF  MR.  CHARLES  E.  ELMQUIST. 

Senator  Pomerene.  Please  state  your  name,  residence,  and  the 
interests  you  represent. 

Senator  Cummins.  I  think  it  was  understood  that  Mr.  Elmquist 
would  make  his  statement,  and  then  that  any  further  inquiries  would 
be  suspended  until  after  Mr.  Finn  makes  his  statement,  in  order  that 
Mr.  Finn  may  be  able  to  leave  the  city  to-night. 

Senator  Pomerene.  Very  well. 

Mr.  Elmquist.  I  am  president  of  the  National  Association  of  Rail- 
way and  Utilities  Commissioners.  My  office  is  at  724  Eighteenth 
Street  NW.,  Washington,  D.  C.  I  have  been  here  since  November 
15, 1917,  acting  for  the  association  in  different  matters  connected  with 
the  physical  valuation  of  railroads  and  other  questions  relating  to  war 
activities. 

Senator  Cummins.  I  think  you  ought  to  state  your  connection  with 
the  Minnesota  commission,  so  that  the  record  will  show  that  also. 

Mr.  Elmquist.  I  was  a  member  of  the  Minnesota  Railroad  and 
Warehouse  Commission  for  about  10  years,  resigning  from  that  body 
on  the  15th  of  November,  1917,  to  come  to  W^ashington  to  accept  the 
position  of  solicitor  for  the  valuation  committee  of  the  national 
association. 

The  statement  I  present  represents  the  views  of  the  members  of  the 
national  association  who  have  been  here  in  response  to  a  telegram  and 
letter  asking  them  to  come  to  Washington  to  consider  the  general 
railroad  program.     The  National  Association  of  Railway  and  Util- 


EXTENSION   OF  GOVERNMENT   CONTROL  OF  RAILROADS.         739 

ities  Commissioners  is  an  organization  composed  of  the  members  of 
the  Interstate  Commerce  Commission  and  the  regulating  commissions 
of  all  of  the  States  except  Delaware.  The  exercise  of  regulatory 
power  over  corporations  began  with  the  railroads,  but  has  gradually 
extended  until  commissions  are  exercising  general  supervision  over 
many  utilities.  Commissions  of  47  States  and  the  District  of  Colum- 
bia have  jurisdiction  over  railroad  companies,  43  over  telephone  com- 
panies, 38  over  street  and  electric  railway  companies,  30  over  gas  and 
electric  lighting  companies,  and  28  over  water  companies.  Broadly 
speaking,  the  jurisdiction  relates  to  rates,  service,  and  accounting. 
The  trend  of  sentiment  in  most  of  the  States  is  for  an  extension  of  the 
regulatory  power  of  the  States  over  public-service  corporations.  The 
retention  of  control  over  railroad  companies  is  not  necessary  to  the 
continued  existence  of  regulating  commissions,  and  I  wish  to  empha- 
size that  State  officers  do  not  appear  before  this  committee  through 
selfish  motives  or  for  any  other  purpose  than  to  faithfully  perform  the 
duties  imposed  upon  them  by  the  laM^s  and  constitutions  of  their 
several  States. 

State  commissioners  are  the  ''minute  men"  of  regulation.  They 
have  occupied  the  front-line  trenches  in  every  advanced  progressive 
movement.  Responding  to  wholesome  and  well-directed  public  senti- 
ment, they  have  displayed  commendable  zeal  and  initiative  in  the 
regulation  of  public-service  corporations,  resulting  in  largely  improved 
facilities,  in  service,  more  uniform  and  reasonable  rates,  and  substan- 
tially identical  accounting  methods.  All  national  legislation  affecting 
railroad  companies  has  been  prompted  by  the  experience  obtained  in 
the  States. 

Consideration  of  the  railroad  problem  should  be  divided  into  two 
parts:  First,  matters  calling  for  immediate  relief;  and,  second,  those 
of  a  less  pressing  but  more  permanent  nature. 

As  to  the  former:  Government  operation  has  given  impetus  to  the 
transportation  problem.  The  question  is  now  before  Congress  press- 
ing insistently  for  settlement,  and  it  should  be  solved  as  soon  as 
possible,  consistent  with  proper  investigation  and  deliberation. 
Remedial  legislation  for  the  protection  of  the  public  should  be  secured 
before  March  4,  but  a  final  solution  of  the  railroad  question  can  not, 
and  in  justice  to  all  interests  should  not,  be  adopted  by  this  Congress. 
There  is  not  sufficient  time  in  the  five  weeks  which  remain  of  this 
session  to  agree  upon  a  policy  which  will  properly  safeguard  the 
interests  of  the  public,  the  employees,  and  the  investors.  Hence, 
first  consideration  should  be  given  to  those  matters  which  can  now 
properly  be  disposed  of. 

Of  first  importance  are  questions  growing  out  of  Government 
operation.  The  signing  of  the  armistice  brought  the  war  to  an  end. 
The  President  reported  that  fact  to  Congress,  and  the  director  general 
made  a  similar  announcement  on  the  22d  day  of  January  this  year. 
Our  troops  are  being  rapidly  demobilized.  War  industries  have 
ceased  to  function  as  such.  The  powerful  war  bureaus  have  dis- 
banded, and  the  mighty  energies  of  our  coimtry  are  being  devoted  to 
problems  of  peace.  But  the  railroads,  which  are  the  greatest  single 
industry  of  the  country,  are  still  being  operated  under  the  emergency 
power  conferred  by  Congress.  Centralization  of  all  power  over  the 
railroads  in  the  hands  of  one  individual  during  actual  warfare  is 
dangerous,  but  in  times  of  peace  it  becomes  a  positive  menace  to  the 
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liberties,  happiness,  and  welfare  of  our  people.  This  menace  should 
be  removed  at  once.  Under  section  10  of  the  Federal  control  act  the 
President  may  set  aside  any  State  or  Federal  law,  and  by  section  11 
any  person  or  corporation  who  violates  any  order  or  regulation  made 
in  pursuance  of  the  act  shall  be  guilty  of  a  misdemeanor  and  shall, 
upon  conviction,  be  punished  by  a  fine  of  not  more  than  $5,000  or, 
if  a  person,  by  imprisonment  for  not  less  than  two  years,  or  both. 
The  wise  regulatory  laws  which  have  been  passed  by  the  States  and 
Congress  for  the  protection  of  the  public,  the  railroads  and  their 
employees,  should  not  be  subject  to  the  will  of  a  single  individual. 
This  is  subversive  of  the  interests  of  a  free  people  in  times  of  peace. 

Hence,  we  earnestly  recommend  that  this  Congress  amend  section 
10  so  as  to  take  from  the  President  the  alleged  right  to  set  aside  State 
or  Federal  laws  or  the  orders  of  commissions  applicable  to  common 
carriers. 

Under  section  10  the  President  may  initiate  rates,  fares,  charges, 
classifications,  regulations,  and  practices  by  filing  the  same  with  the 
Interstate  Commerce  Commission,  effective  at  such  time  as  he  may 
direct,  but  the  commission  may  not  suspend  the  same  during  the 
time  it  is  investigating  the  justness  and  reasonableness  of  the  order. 

Pursuant  to  this  provision  of  the  statute,  the  director  general 
initiated  demurrage,  freight  and  passenger  rates  and  charges,  repre- 
senting an  estimated  increase  of  nearly  a  billion  dollars  per  annum, 
without  giving  the  shippers  or  passengers  a  hearing  upon  the  question 
of  the  justness  or  reasonableness,  and  mthout  considtmg  State  officers 
as  to  the  effect  which  said  action  would  have  upon  the  laws,  practices, 
rate  structure,  or  interests  of  the  States,  or  upon  the  business  of  the 
patrons  of  the  railroads  within  those  States.  The  freight  rates 
represented  increases  of  from  25  per  cent  to  several  hundred  per  cent. 
Tnis  phenomenal  and  extraordinary  action  aroused  such  intense 
interest  throughout  the  country  among  shippers  and  State  commis- 
sions that  the  director  general  made,  upon  suggestion,  many  sub- 
stantial modifications  of  the  rate  order  before  it  went  into  effect, 
and  promptly  created  committees  for  the  purpose  of  hearing  com- 
plaints and  making  recommendations  with  respect  thereto.  The 
local  traffic  committees  consist  of  three  or  five  members,  in  each  case 
a  majority  bein^  railroad  employees  who  receive  their  pay  from  the 
railroads ;  the  mmority  members  being  employees  of  boards  of  trade, 
chambers  of  commerce,  or  large  shippers'  organizations  and  receiv- 
ing their  pay  from  them.  Proceedings  before  such  committees  are 
not  formal.  Evidence  is  not  taken  down  or  preserved.  The  local 
committee  makes  its  report  to  the  regional  committee,  and  the  latter 
reports  to  the  director  general,  and  no  rate  can  be  charged  until  it  is 
finall}^  approved  by  him. 

Under  this  plan,  for  example,  shippers  of  the  Pacific  coast  may  be 
called  upon  to  appear  the  before  a  local  committee  at  Portland,  and 
then  before  the  central  committee  at  Chicago,  and  finally  before  the 
director  of  traffic  at  Washington,  upon  the  same  matter;  and  the  right 
of  appeal  can  not  be  exercised  any  time  or  anyw^here.  The  only 
legal  redress  is  for  the  shipper  to  complain  to  the  Interstate  Commerce 
Commission  after  the  rates  have  become  effective.  Rate  Order  No. 
28  destroyed  many  State  scales  of  class  and  commodity  rates  and  pur- 
ported to  suspend  State  laws  establishing  maximum  passenger  fares. 
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The  director  general  now  has  under  consideration  the  establishment 
of  standard  class  scale  rates,  standard  refrigeration  and  icing  charges, 
readjustment  of  lumber  rates  from  the  Pacific  Coast  States,  and  per- 
haps other  adjustments  which  may  vitally  affect  the  shipping  interests 
of  the  public.  It  would  seem  that  none  of  these  rate  matters  is 
essential  to  the  successful  operation  of  the  raihoads  for  war  purposes 
or  in  times  of  peace.  Dui'ing  the  readjustment  period  the  shippers 
of  the  country  should  not  be  called  upon  to  meet  rate  proposals 
representmg  an  increase  in  revenues  or  a  disturbance  of  commercial 
conditions.  The  National  Association  of  Railway  and  Utilities  Com- 
missioners at  its  thirtieth  annual  convention  held  in  Washington 
November  12-14,  1918,  adopted  a  resolution  upon  that  question, 
which  reads  as  follows: 

Be  it  Tfsnloirl,  That  the  National  Association  of  Railway  and  Utilities  Commis- 
sioners, representinc;  all  commissions  in  the  United  States,  does  hereby  declare  to 
the  director  general  and  Interstate  Commerce  Commission  that  it  is  the  opinion  of 
this  association  that  the  present  is  an  inopportune  time  to  undertake  to  establish 
uniform  standard  scales  of  distance  class  rates  to  apply  upon  all  traffic  within  the 
territories  as  defined  in  the  suggestion  of  the  director  general; and,  as  reasons  for  this 
opinion,  we  desire  to  call  attention  to  the  fact  that  the  State  commissions  are  charged 
with  the  duty  under  the  statutes  of  their  several  States  of  prescribing  and  establishing 
reasonable  schedules  of  freight  rates  within  their  several  States.  These  commissions 
can  not  and  do  not  subscribe  to  the  view  that  these  commissions  can  be  required  in 
times  of  peace  to  surrender  their  jurisdiction  over  such  matters. 

Recently  a  prominent  member  of  the  Interstate  Commerce  Com- 
mission appeared  before  this  committee  and  seriously  criticised  the 
rate  structure  of  the  country  and  suggested  a  plan  for  distance  rates 
which,  if  put  into  effect,  would  completely  revolutionize  the  rate 
and  commercial  fabric  of  the  Nation,  and  he  stated  that  Mr.  McAdoo 
favored  the  plan  and  that  the  present  director  general  approved 
Mr.  McAdoo's  policies.  Under  the  existing  law  the  director  general 
claims  to  be  in  a.  position  to  carry  out  any  policy  of  rate  making 
which  he  may  choose  to  adopt.  If  this  be  true,  the  very  life  of 
many  industries  of  the  country,  and  perhaps  of  whole  communities, 
is  dependent  upon  the  will  of  the  director  general.  This  unfortu- 
nate situation  necessarily  results  in  serious  apprehension  among 
shipper^  and  communities,  because  they  do  not  know  how  to  adjust 
themselves  to  this  condition. 

We  therefore  recommend  that  section  10  of  the  Federal  control 
act  be  amended  so  that  rates  initiated  by  the  director  general  may  be 
suspended,  pending  a  final  determination  by  the  Interstate  Com- 
merce Commission  and  State  commissions;  and  in  tliis  connection 
we  strongly  urge  the  immediate  adoption  of  the  Cummins  bill, 
Senate  file  5020,  with  certain  modifications  which  may  be  suggested 
later. 

Rates  initiated  by  the  director  general  applied  to  State  as  well  as 
interstate  traffic,  and  tariffs  were  filed  with  State  commissions  for 
their  information  only.  The  director  general  claims  that  he  has 
authority  to  initiate  intrastate  rates,  and  that  during  the  period  of 
Federal  control  the  States  are  without  any  authority  over  such 
rates.  While  the  State  commissions  are  of  the  opinion  that  the 
Federal  control  act  did  not  deprive  them  of  jurisdiction  over  State 
rates,  not  one  of  them  has  made  any  attempt  to  exercise  that  au- 
thority during  the  war.  Since  the  signing  of  the  armistice  a  number 
of  actions  have  been  brought  for  the  purpose  of  testing  the  legality 


742  EXTENSION   OF   GOVERNMENT  CONTROL  OF   RAILROADS. 

of  intrastate  freight  and  express  rates  which  have  been  initiated  by 
the  director  general.  In  our  opinion,  Congress  specifically  reserved 
jurisdiction  over  intrastate  rates  and  other  lawful  police  regulations 
to  the  several  States.  Without  conceding  the  error  of  our  position, 
and  solely  for  the  purpose  of  avoiding  litigation  by  shippers  and 
commissions  with  the  director  general,  we  recommend  that  section 
15  of  the  Federal  control  act  be  amended  by  inserting  the  words  "or 
intrastate  rates"  after  the  word  "taxation,"  so  that  the  section 
when  amended  will  read  as  follows: 

Sec.  15.  That  nothing  in  this  act  shall  be  construed  to  amend,  repeal,  impair,  or 
affect  the  existins:  laws  or  powers  of  the  States  in  relation  to  taxation,  intrastate  rates, 
or  the  lawful  police  regularions  of  the  several  States,  except  wherein  such  laws, 
powers,  or  regulations  may  affect  the  transportation  of  troops,  war  materials.  Govern- 
ment supplies,  or  the  issuance  of  stocks  and  bonds. 

I  stated  that  no  State  commission  had  brought  an  action  for  the 
purpose  of  testing  the  director  general's  power  to  make  intrastate 
rates  while  the  war  was  on.  Since  the  signing  of  the  armistice, 
however,  a  number  of  proceedings  have  been  started  to  test  the  right 
to  impose  intrastate  express  rates  without  first  submitting  them  to 
the  commissions  for  their  consideration  and  approval.  Such  actions 
have  been  brought  in  South  Dakota,  North  Dakota,  Iowa,  and 
Nebraska.  The  director  general  m  December  initiated  express  rates 
increasing  the  charges  by  $25,000,000,  this  being  for  the  purpose  of 
giving  to  the  express  companies  about  eleven  or  twelve  million  dollars, 
which  they  claimed  they  needed  to  take  care  of  additional  wage 
increases.  He  simply  filed  those  rates  with  the  State  commissions 
for  their  information  only.  The  State  of  Nebraska  also  brought  an 
action  involving  the  right  of  the  Burlington  Railroad  to  charge 
more  than  $4.50  per  car  for  the  movement  of  clay  between  two  points 
wholly  within  the  State.  It  appears  that  the  Burlington  Railroad 
had  voluntarily  made  a  rate  of  $4.50  per  car  on  clay  for  the  purpose 
of  helping  some  industry.  Under  the  law  in  Nebraska  those  rates 
must  be  filed  with  the  commission,  subject  to  its  approval,  and  they 
then  become  the  legal  rate. 

Senator  Pomerene.  Filed  by  the  railroad,  you  mean? 

Mr.  Elmquist.  Yes.  General  Order  No.  28,  issued  by  the  director 
general,  placed  a  minimum  charge  of  $15  per  car  on  clay,  so  it  in- 
creased that  rate  over  300  per  cent.  Since  the  armistice  a  shijmient 
of  clay  was  made.  The  shipper  paid  the  $15  under  protest;  and  then 
an  action  was  brought  by  the  commission  to  restrain  or  enjoin  the 
railroad  from  charging  that  particular  $15  rate;  so  the  direct  question 
of  the  director  general's  authority  to  make  intrastate  rates,  without 
submitting  them  for  the  approval  of  the  commissions,  is  involved 
in  that  proceeding.  It  may  be  interesting  to  see  what  the  director 
general  said  about  these  proceedings,  and  to  observe  the  different 
attitudes  displayed  by  the  director  general  and  the  Postmaster  General 
with  respect  to  the  injunctions. 

Since  Mr.  Burleson  has  undertaken  to  impose  standard  toll  rates 
throughout  the  United  States,  increasing  the  toll  rates  all  the  way 
from  25  per  cent  up  to  100  per  cent  throughout  the  country,  a  great 
many  actions  have  been  brought  by  State  commissions  questioning 
his  authority  to  fix  those  rates  within  the  States  without  their  consent. 
At  the  present  time  restraining  orders  have  been  issued  in  Minnesota, 
South    Dakota,    Illinois,    Michigan,    Ohio,    Florida,    Kansas,    and    I 
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I  believe,  Mississippi;  restraining  orders  have  been  denied  in  Indiana 
and  New  Jersey;  actions  are  pending  in  California,  Wisconsin,  New 
York  and,  I  believe,  in  Alabama. 

The  Postmaster  General  has  announced  and,  as  matter  of  fact,  it 
is  his  practice,  the  immediate  suspension  of  the  rates  that  are  enjoined 
by  the  courts.  State  or  Federal;  but  he  does  not  observe  orders 
made  by  State  commissions  suspending  those  rates. 

Notice  the  attitude  of  the  director  general  with  respect  to  the  same 
question. 

Senator  Pomerene.  That  is,  of  railroads? 

Mr.  Elmqttist.  The  Director  General  of  Railroads;  yes.  This  is  a 
statement  which  was  prepared  for  release  in  the  afternoon  papers  of 
Monday,  January  6,  1919,  and  is  dated  January  5,  1919.  It  is  a  press 
statement  issued  by  the  railroad  administration : 

Director  General  McAdoo,  when  his  attention  was  called  to-day  to  the  fact  that 
several  States  have  begun  litigation  drawing  in  question  the  validity  of  rates  initiated 
by  him  under  the  Federal  control  act  so  far  as  they  apply  to  intrastate  traffic,  said  he 
regretted  that  the  issue  shoiild  be  raised  and  a  contest  precipitated  between  State 
and  Federal  authority,  but  that  he  was  acting  under  the  law  of  Congress  as  the-  Pres- 
ident's representative  and  could  not  subject  himself,  in  that  capacity,  to  the  juris- 
diction of  courts  or  commissions  beyond  the  provisions  of  the  law.  Considering  the 
purpose  for  which  the  statute  was  enacted  and  the  extent  to  which  it  would  be  de- 
feated by  a  division  of  authority,  as  well  as  the  terms  of  the  statute  itself,  there  can, 
in  his  opinion,  be  no  reasonable  doubt  that  the  intention  is  that  during  the  period 
of  Federal  control  rates  may  be  initiated  to  apply  to  both  intrastate  and  interstate 
business,  and  th^t  complaints  of  such  rates  are  exclusively  within  the  jurisdiction 
of  the  Interstate  Commerce  Commission,  which  can  be  relied  upon  to  do  justice  to 
all  interests.  Any  other  construction  of  the  statute  might  have  been  fatal  to  the 
prosecution  of  the  war,  and  would  now  result  in  creating  an  indefensible  discrimina- 
tion between  interstate  transportaion  charges  and  State  charges,  and  serious  curtail- 
ment of  the  revenue  which  the  railroad  administration  must  have  in  order  to  perform 
the  duties  placed  upon  it  by  Congress. 

He  pointed  to  the  fact  that  the  correctness  of  this  position  seems  to  be  conceded 
in  many  of  the  States  where  no  question  is  made  as  to  the  power  vested  in  the  Pres- 
ident to  initiate  rates  applicable  to  intrastate  business  and  as  to  those  rates  being 
beyond  the  jurisdiction  of  the  State  authorities. 

He  expressed  the  hope  that  the  States  which  have  brought  suits  based  upon  the 
opposing  contention  may  for  the  present,  at  least,  hold  them  in  abevance.  If  such 
suits  are  pressed,  he  said,  the  Government,  although  it  desires  to  give  the  most  respect- 
ful consideration  to  the  views  of  the  State  authorities,  has  no  alternative  except  to 
proceed  upon  the  theory  that  the  action  of  the  President's  representative  in  estab- 
lishing rates  is  not  within  the  jurisdiction  of  either  State  commissions  or  courts,  and 
that  orders  prescribing  rates  instead  of  those  which  have  been  initiated,  and  injunc- 
tions forbidding  the  application  of  the  initiated  rates  to  State  shipments  can  not  be 
observed  as  to  railroads  under  Federal  control. 

If  the  Government  is  compelled  to  engage  in  a  legal  contest,  no  other  position  can 
be  taken,  and  there  is  no  other  course  that  will  protect  the  general  public  interest. 

Aside  from  the  provisions  of  the  statute  which  empower  the  President  to  initiate 
rates  ^vithout  distinction  as  to  interstate  and  intrastate  traffic,  he  said  that  he  could 
not  conceive  that  any  State  would  be  placed  at  a  practical  disadvantage,  inasmuch 
as  if  any  such  rates  are  deemed  unreasonable  or  unjust,  the  State  itself,  or  the  com- 
mission of  the  State,  or  any  citizen  of  the  State  is  free  to  file  a  complaint  before  the 
Interstate  Commerce  Commission  and  have  it  determined  in  the  light  of  all  of  the 
facts.  He  reiterated  that  his  concern  is  not  because  of  any  misgiving  as  to  the  power 
of  the  President  under  the  Federal  control  act,  but  because  of  his  aversion  to  the 
United  States  Government  being  forced  into  a  contest  with  any  of  the  States  about 
these  matters. 

In  that  connection,  I  wish  to  read  a  resolution  that  was  adopted 
by  the  last  annual  convention  of  our  association.     It  reads  as  follows: 

Resolved,  That  in  the  opinion  of  the  National  Association  of  Railway  and  Utilities 
Commissioners,  met  in  annual  convention  during  the  week  of  the  close  of  the  war,  it 
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is  desirable  that  suitable  action  should  forthwith  be  taken,  by  the  President  or  Di- 
rector General  of  Railroads,  to  recognize  the  full  and  unimpaired  authority  of  the 
States  over  the  intrastate  rates,  service,  and  facilities  of  the  carrier  properties  now 
under  Federal  control;  but  that  in  any  event  it  is  the  duty  of  each  State  to  exercise 
and  maintain  its  constitutional  and  statutory  authority  as  to  such  rates,  service,  and 
facilities  to  the  extent  which  it  may  deem  the  public  interest  demands,  taking  into 
account  as  factors  in  any  determinations  reached,  the  present  status  of  the  railroads 
under  Federal  control,  the  responsibility  of  the  Federal  Treasury  for  any  deficiencies 
in  revenue  and  contractual  retiu-n,  and  the  desirability  of  achieving  results  by  friendly 
cooperation  wherever  possible;  and  be  it  further 

Resolved,  That  in  the  opinion  of  this  association,  consideration  ought  to  be  given 
by  the  President  and  Congress  to  legislation  defining  the  future  status  of  the  railroads; 
and  the  association  is  emphatically  of  the  opinion  that  any  plan  for  the  futiire  opera- 
tion of  the  railroads  should  fully  safeguard  the  powers  of  local  tribunals,  responsible 
to  the  people  of  the  several  States,  with  respect  to  rates,  service,  and  facilities  essen- 
tially intrastate  in  character. 

Senator  Pomerene.  I  do  not  care  to  interrupt  you,  but  you  have 
read  here  several  resolutions  adopted  by  your  association.  How 
many  of  the  States  were  represented  and  what  was  the  vote  on  those 
resolutions  ? 

Mr.  Elmquist.  Unanimous;  and  practically  all  the  States  were 
represented.  In  connection  with  our  recommendations  for  the  modi- 
fication of  the  Federal  control  act  we  also  wish  to  support  the  recom- 
mendations made  by  Mr.  Thorne  and  the  shippers  whom  he  repre- 
sents, asking  that  a  provision  be  also  inserted  in  the  act  requiring 
the  Director  General  to  pay  final  judgments  rendered  against  com- 
mon carriers. 

Senator  Cummins.  That  is  in  the  bill  now,  as  modified. 

Mr.  Elmquist.  Is  that  in  the  bill? 

Senator  Cummins.  Yes;  as  modified. 

Mr.  Elmquist.  Well,  it  ought  to  be  adopted. 

The  five-year  plan:  Another  question  that  should  properly  be  dis- 
posed of  by  the  present  Congress  is  the  McAdoo  five-year  plan.  The 
railroads  were  taken  over  for  war  purposes  only.  They  have  per- 
formed that  function  weU.  Troops  have  been  freely  and  expeditiously 
moved,  and  necessary  supplies  and  munitions  have  been  furnished 
to  our  Armies  at  home  and  abroad.  The  real  purpose  for  Govern- 
ment control  having  been  accomplished,  ^ood  faith  and  square  deal- 
ing demand  the  return  of  these  roads  to  tiieir  owners  at  a  time  when 
it  will  not  embarrass  the  country  or  seriously  cripple  the  transporta- 
tion machine,  and  under  such  le^slative  safeguards  as  the  people 
may  approve.  We  believe  that  December  3i,  1919,  would  afford 
ample  time  for  this  purpose,  if  a  special  session  of  Congress  is  called 
to  consider  the  railroad  problem.  Congress  should  either  amend  the 
Federal  control  act  or  adopt  a  joint  resolution  fixing  that  date  for 
the  return  of  the  properties. 

It  may  be  interesting  to  observe  that  the  Committee  on  Post  Offices 
and  Post  Roads  yesterday  or  the  day  before  yesterday  amended  the 
Moon  bill,  which  provided  that  the  Postmaster  General's  control 
should  be  indefinite,  giving  him  the  right  to  fix  the  valuation  and 
also  to  make  contracts  for  compensation  for  the  purchase  of  those 
plants,  by  requiring  the  return  of  those  properties  on  December  31, 
1919. 

We  oppose  the  five-year  plan  for  the  following  reasons,  among 
others : 

First.  It  continues  the  present  guaranteed  compensation  of  prac- 
tically a  billion  dollars  per  annum  to  the  railroads  for  a  period  of  five 
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years,  as  well  as  the  prospect  of  the  present  high  operating  cost.  No 
one  can  foresee  what  the  operating,  economic,  or  financial  situations 
of  these  carriers  or  the  country  will  be  durino^  this  period. 

Second.  It  continues  in  time  of  peace  the  alleged  war  power  of  the 
President  to  set  aside  State  and  Federal  laws,  to  initiate  rates,  to 
fix  wages,  route  traffic,  and  consolidate  properties  and  terminals. 

Third.  It  continues  the  uncertain  and  chaotic  condition  of  rates 
and  practices  whereby  shippers  are  denied  the  right  to  be  heard 
before  rates  go  into  effect,  and  it  purports  to  suspend,  for  the  period 
of  five  years,  laws  which  have  been  wisely  passed  in  the  States  for 
the  regulation  of  common  carriers.  During  this  time  shippers, 
claimants,  and  State  officers  may  be  required  to  bring  actions  against 
the  Federal  Government  instead  of  against  the  railroads. 

Fourth.  It  thrusts  prominently  into  the  public  forum  a  discussion 
of  Government  ownership  before  the  work  of  valuing  these  properties 
has  been  completed  by  the  Government,  and  before  it  is  possible  to 
know  what  the  railroad  properties  are  worth.  Common  business 
sense  suggests  the  wisdom  of  ascertaining  the  sum  involved  in  the 
purchase  before  deciding  the  question. 

Questions  of  a  less  pressing  but  more  permanent  nature:  Railroads 
perform  both  national  and  local  functions,  and  no  satisfactory  solu- 
tion of  the  transportation  problem  can  be  had  which  does  not  properly 
consider  both.  Our  country  is  yet  in  its  infancy,  and  there  are  vast 
opportimities  for  railroad  development.  The  territory  west  of  the 
Mississippi  River  has  scarcely  begun  to  respond  to  the  magic  touch 
of  enterprise.  Many  of  these  States  are  empires  in  size.  Texas  is 
900  miles  wide,  a  distance  as  great  as  from  Chicago  to  Washington, 
and  it  takes  two  days  to  travel  between  the  two  most  distant  points 
within  the  State.  Within  the  next  50  years  we  may  expect  tre- 
mendous development  of  our  western  domain,  and  in  all  probability 
another  100,000  miles  of  railroad  wiU  be  built  west  of  the  Mississippi. 
The  people  of  Texas  and  all  other  States  should  have  something  to 
say  about  their  railroad  service.  Can  any  one  say  that  the  people 
of  Texas,  an  empire  in  itself,  should  be  denied  the  right  of  determining 
those  matters  which  best  promote  their  health,  morals,  security,  and 
welfare?  In  our  opinion,  any  kind  of  operation  of  the  railroads, 
whether  by  the  Government  or  by  private  owners,  must  give  consid- 
eration to  the  local  necessities  of  the  people  of  the  States  served  by 
them. 

Service  questions:  The  most  confirmed  nationalist  does  not  claim 
that  the  Federal  Government  should  deprive  the  States  of  control 
over  essentially  local  matters,  such  as  taxation,  station  and  stock- 
yard facilities,  spur  tracks  to  industries,  reasonable  sidetracks  and 
industrial  tracks,  protection  to  and  elimination  of  dangerous  cross- 
ings, sanitarj^  measures,  service  relating  to  the  segregation  of  the 
races,  inspection  of  tracks,  bridges,  and  culverts,  speed  tlu'ough 
municipalities,  local  freight  and  passenger  service,  prevention  of 
fires,  fencing  of  right  of  way,  and  gates  at  farm  crossings,  the  instal- 
lation of  proper  interlocking  and  flag  signal  devices,  and  a  number 
of  other  questions  of  a  similar  kind.  No  uniform  or  national  rule 
could  be  satisfactorily  applied  to  these  service  questions,  on  account 
of  different  operating,  climatic,  and  geographical  conditions,  and 
the  varying  ciensities  of  population.  But  even  if  a  uniform  rule 
could  be  applied  to  these  conditions,  the  people  would  be  obliged 
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to  foreojo  necessary  improvements  in  service  and  facilities  until  the 
Federal  Government  had  acted.  The  rules  for  the  elimination  of 
grade  crossings  in  the  different  States  present  a  striking  example  of 
the  difficulty  of  nationalizing  these  local  problems. 

According  to  the  practice  prevailing  in  the  several  States,  ques- 
tions involving  many  of  the  foregoing  matters  are  generally  disposed 
of  in  an  informal  way,  with  the  result  that  complaints  are  speedily 
and  satisfactorily  adjusted,  at  slight  expense,  and  with  convenience 
to  the  public.  Whenever  necessary,  the  commissioners  visit  the 
interested  locality  and  get  first-hand  information.  It  is  our  belief 
that  local  tribunals  of  a  semijudicial  character  for  the  consideration 
of  local  questions  will  be  necessary  to  a  successful  and  democratic 
administration  of  the  railroad  properties,  whether  under  Federal  or 
private  control,  and  that  the  State  commissions  are  well  prepared 
to  do  this  work. 

It  is  claimed  that  a  similar  result  might  be  obtained  by  the  ap- 
pointment of  regional  Federal  commissions;  but  tribunals  directly 
responsible  to  the  local  communities  would  be  very  much  more 
satisfactory  in  the  long  run.  They  will  offset  bureaucratic  tendencies 
and  preserve  an  element  of  local  self-government  which  the  size  of 
the  country  and  the  complexity  of  its  conditions  make  essential. 
Even  Federal  control  does  not  remove  the  need  upon  general  grounds 
of  retaining  an  independent  system  of  local  public  supervision. 

The  danger  of  public  operation  of  utilities,  especially  vast  systems 
like  the  railroads,  is  that  it  may  be  subject  to  political  or  financial 
manipulations  involving  waste  or  graft,  and  this  danger  is  more 
likely  to  exist  in  times  of  peace  than  of  war,  and  the  only  known 
preventive  would  be  eternal  vigilance.  The  value  of  the  separate 
State  organizations  in  this  aspect  of  the  matter  is  obvious.  It 
surely  is  unwise  to  leave  solely  to  the  discretion  of  an  organization 
centralized  at  and  responsible  to  Washington  the  operation  of  local 
passenger  trains,  the  establishment,  maintenance,  and  sanitation  of 
station  facilities,  the  investigation  of  accidents,  the  protection  of  rail- 
road crossings,  the  construction  of  spurtracks,  and  other  matters  affect- 
ing local  service,  safety,  and  equipment.  We  know  of  no  way  by 
which  adequate  consideration  can  be  given  to  local  conditions,  and 
the  rights  of -the  people  protected  at  moderate  expense  of  money 
and  time,  unless  the  State  local  tribunals,  like  the  State  commis- 
sions, are  permitted  to  retain  the  same  direct  authority  over  such 
matters  as  they  have  exercised  for  many  years  past. 

The  idea  held  in  some  quarters  that  this  problem  can  be  met  by  the 
establishment  of  a  central  bureau  at  Washington,  is  manifestlv  ill- 
conceived.  The  complaints  can  not  be  handled  satisfactorily  by  long- 
range  correspondence.  One  of  the  most  valuable  features  of  the  State 
commission  work  has  been  the  informal  adjustment  of  innumerable 
disputes  by  personal  investigation  and  direct  dealings  with  parties. 
The  same  may  be  said  of  accounts,  expenditures,  and  methods  of 
admmistration.  Publicity  is  a  cure  for  many  evils.  If  State  com- 
missions, independently  appointed  or  elected,  retain  their  general 
powers  of  supervision  over  accounts  and  operation,  it  will  be  a  safe- 
guard against  the  abuse  of  public  management,  which  so  many  fear 
and  a  direct  incentive  to  the  conduct  of  affairs  which  will  in  other  re- 
spects endure  the  light  of  day. 

Rates:  The  most  fruitful  source  of  agitation  and  litigation  has  been 
over  the  control  of  the  rates  by  the  States.     In  one  form  or  another 
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the'railroads  have  insistently  urged  that  this  power  should  be  vested 
exclusivelv  in  the  Federal  Government.  Thus  far  they  have  been 
unsuccessful  except  in  oases  where  intrastate  rates  created  an  unjust 
discrimination  as  against  interstate  rates.  As  the  law  now  stands, 
State  commissions  have  exclusive  control  over  intrastate  rates,  sub- 
ject to  the  rule  that  rates  must  not  be  confiscatory,  must  not  burden 
interstate  commerce,  or  create  an  unjust  discrimination  between 
State  and  interstate  commerce. 

Rates  are  intimately  connected  with  the  welfare  and  prosperity  of 
industries  and  communities.  Many  local  rates  have  no  relation  to 
through  or  interstate  rates.  The  existence  of  discriminations  between 
places  or  persons  wholly  within  a  State  may  have  disastrous  results, 
and  it  is  important  that  local  commissions  should  be  in  a  position  to 
promptly  and  effectively  regulate  these  matters. 

One  of  the  chief  public  benefits  arises  from  the  fact  that  these  com- 
missions, with  their  expert  forces,  have  a  thorough  knowledge  of  local 
conditions  and  are  in  a  position  to  dispose  of  90  per  cent  of  all  com- 
plaints in  an  informal  way.  The  greatest  activity  over  rates  has  been 
found  in  the  Central  and  Western  States,  which  embrace  a  large  ter- 
ritory and  have  a  large  and  increasing  volume  of  intrastate  traffic. 
The  development  of  the  natural  resources  and  the  expansion  of  busi- 
ness in  those  States  will  undoubtedly  require  the  continued  exercise 
by  local  commissions  of  the  power  over  intrastate  rates. 

One  of  the  major  themes  of  the  railroad  representatives  who  united 
last  year  in  an  appeal  to  the  Newlands  committee  for  the  practical 
ehmination  of  State  regulation,  was  the  confusion  caused  by  the  con- 
flict between  interstate  and  intrastate  rates;  and  the  problem  pre- 
sented by  the  so-called  Shreveport  cases  has  been  recognized  and  con- 
sidered by  this  association.  Clearly  more  uniformity,  greater  con- 
centration, and  better  cooperation  in  the  treatment  of  these  rate  ques- 
tions are  desirable  than  have  prevailed  in  the  past.  On  the  other 
hand,  we  think  it  equally  clear  that  the  knowledge  and  experience 
gained  by  State  commissions  in  long  years  of  dealing  with  these 
questions  are  valuable  assets  which  ought  not  to  be  lost  to  the  country 
under  either  private  or  Federal  operation.  Loss  of  time  and  unneces- 
sary conflict  of  treatment  can  be  avoided  in  important  cases  by 
friendly  cooperation  between  the  State  and  Federal  regulatory  bodies 
by  the  making  of  a  joint  record  and  by  conference  prior  to  the  fiLnal 
decision;  in  other  words,  by  follo^ving  the  practice  already  success- 
fully introduced  by  the  Interstate  Commerce  Commission  in  New 
England.  In  its  1916  annual  report  the  Interstate  Commerce  Com- 
mission made  this  recommendation.  I  trust  the  committee  will  give 
close  consideration  to  this  point,  because  it  deals  with  the  most  com- 
plicated part  of  the  subject  that  we  have  before  us  now. 

We  believe  that  without  abdicating  any  of  the  essential  authority  to  finally  control 
questions  affecting  interstate  and  foreign  commerce,  we  should  be  authorized  to  co- 
operate with  State  commissions  in  efforts  to  reconcile  upon  a  single  record  the  conflict 
between  State  and  interstate  rates. 

In  its  1917  report  (pp.  58-59)  the  commission  restated  the  above 
recommendation  and  said : 

With  the  view  of  promoting  this  kind  of  cooperative  action  hearings  have  been  held 
in  half  a  dozen  different  States,  which  were  in  fact,  although  not  in  law,  joint  hearings 
of  the  interstate  and  the  respective  State  commissions.     In  one  instance  these  hearings 
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extended  through  many  weeks,  and  while  the  controversies  in  question  have  not  yet 
been  disposed  of,  we  believe  that  what  has  already  been  accomplished  has  been 
distinctly  in  the  interest  of  all  the  affected  parties,  and  that  a  proper  basis  has  been  laid 
for  final  disposition  of  questions  which  have  vexed  the  citizens  and  authorities  of  the 
respective  States  as  well  as  the  carriers  operating  under  these  conditions,  so  that  it 
will  be  possible  for  us  to  carry  these  proceedings  to  a  final  conclusion  with  substantial 
harmony  of  action  on  the  part  of  the  respective  authorities.  Very  recently  similar 
joint  hearings  have  been  provided  for  in  connection  with  proceedings  in  which  two 
different  State  commissions  are  directly  interested. 

In  its  1918  report  (p.  3)  the  commission  again  recommended: 

The  establishment  of  a  relationship  between  Federal  and  State  authorities  which 
will  eliminate  the  twilight  zone  of  jurisdiction,  and  under  which  a  harmonious  rate 
structure  and  adequate  service  can  be  secured,  State  and  interstate. 

In  an  address  given  before  the  National  Association  of  Railway 
Commissioners  in  1916  by  Chairman  B.  H.  Meyer,  he  stated: 

This  leads  me,  Mr.  President,  to  suggest  what  I  firmly  believe  to  be  a  promising  step 
in  the  direction  of  progress  in  railway  regulation,  namely,  in  Shreveport  cases  to  pro- 
vide by  law  for  the  cooperation  of  the  State  commissions  and  the  Interstate  Commerce 
Commission,  and  thiis  give  our  joint  and  cooperative  efforts  a  definite  legal  status. 
Under  a  plan  such  as  I  have  in  mind,  when  a  case  involving  the  Shreveport  principle 
arises,  the  resulting  investigation  would  be  conducted  jointly  by  the  State  commissions 
and  the  Interstate  Commerce  Commission.  Every  State  commission  directly  involved 
would  be  given  an  opportunity,  in  accordance  with  law,  to  participate  in  the  delibera- 
tions and  to  assist  in  formulating  the  final  conclusions  upon  a  record  jointly  made. 
The  one  rate  within  the  zone  of  reasonableness,  established  through  the  joint  efforts 
of  the  respective  commissions,  would  then  apply  to  all  business.  State  and  interstate, 
and  thereafter  there  could  be  no  Shreveport  case  in  that  territory  and  with  respect  to 
that  commodity. 

Commissioner  Meyer  discussed  the  same  question  before  our 
national  convention  in  October,  1917  (pp.  362-363  of  our  annual 
reports),  and  said: 

The  first  point  I  should  mention,  perhaps,  is  the  recommendation  contained  in  the 
last  annual  report  of  the  Interstate  Commerce  Commission  to  Congress,  in  which 
legislative  action  along  the  lines  of  this  part  of  my  remarks,  which  have  been  approved 
by  my  colleagues,  was  recommended.  You  all  know  that  no  legislative  action  was 
taken.  But  I  believe  in  the  practicability  of  the  plan  as  much  to-day  as  I  did  a  year 
ago. 

It  is  quite  within  the  range  of  possibility  to  work  out  a  practical  plan,  if  not  general 
in  its  character,  then  with  reference  to  particular  cases,  which  may  lead  to  the  result 
that  you  and  we  desire.  Joint  sessions,  not  legally  joint  sessions,  but  in  reality  joint 
sessions  of  the  Interstate  Commerce  Commission  and  State  commissions  have  been 
held  in  five  different  cases  in  which  five  different  State  commissions  participated 
either  by  sitting  with  the  representatives  of  this  commission  or  the  representatives  of 
the  Interstate  Commerce  Commission  sitting  with  the  State  commissions.  Within 
the  past  two  weeks  we  have  sent  an  inA'itation  to  a  State  commission  to  sit  with  the 
attorney-examiner  in  a  pending  particular  case  and  to  ask  questions  and  participate 
in  general  in  the  proceedings.  In  one  of  these  cases  which  I  have  followed  somewhat 
from  the  beginning  these  joint  sessions  extended  through  a  period  of  about  three 
months.  Now,  in  due  course  the  tentative  report  will  be  prepared  by  the  examiner, 
and  this  report,  as  you  all  know,  under  the  present  practice  will  be  argued  here  before 
the  commission.  Just  what  to  do  after  the  argument  under  the  scheme  here  sug- 
gested, I  do  not  know.  It  seems  to  me  it  Avill  depend  very  largely  upon  the  impres- 
sion which  the  issues  there  presented  may  make  upon  my  colleagues  upon  the  one 
hand,  and  upon  the  interested  State  commissions  upon  the  other,  as  well  as  upon  the 
other  parties  interested.  It  maybe  that  after  the  argument  the  situation  will  have 
been  cleared  up  to  such  an  extent  that  only  a  few,  if  any,  sticking  points  will  remain, 
and  speaking  only  in  the  most  tentative  way  and  only  for  myself,  I  have  thought, 
in  reflecting  upon  the  case  referred  to,  realizing  the  many  issues  involved,  that  if  we 
could  reduce  the  number  of  real  issues  over  which  there  is  a  substantial  difference  of 
opinion,  so  that  we  can  sit  down,  perhaps  informally  with  the  State  commissions,  and 
representatives  of  the  carriers  and  other  parties,  it  may  be  possible  to  come  to  a  com- 
plete agreement.  In  that  particular  case,  however,  the  State  commission  or  com- 
missions— I  believe  there  were  two,  part  of  the  time — acted  in  the  same  capacity 
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that  the  representative  of  the  Interstate  Commerce  Commission  did,  namely,  in  the 
quasi-judicial  capacity  in  which  we  generally  act. 

This  question  was  discussed  by  our  national  association  and  a  reso- 
lution favoring  a  plan  of  cooperation  was  adopted  at  our  1917  session, 
and  reads  as  follows.  I  am  now  reading  a  resolution  that  was  adopted 
by  our  association  after  full  discussion : 

It  appearing  desirable  in  the  public  interest  that  legal  authorization  should  exist 
for  effecting  cooperation  between  the  Interstate  Commerce  Commission  and  the  com- 
missions of  the  several  States  having  jurisdiction  over  intrastate  rates  in  cases  where 
discrimination  between  interstate  and  intrastate  rates  might  otherwise  exist;  and 

Whereas  such  cooperation  can  now  be  secured  only  to  a  limited  extent,  and  then 
only  by  voluntary  action,  for  which  no  provisions  exist  in  the  statutes;  and 

\\Tiereas  the  Interstate  Commerce  Commission,  in  its  annual  report  for  the  year 
1916,  among  its  recommendations  to  Congress  recommended  as  follows:  That  without 
abdication  of  any  Federal  authority  to  finally  control  questions  affecting  interstate 
and  foreign  commerce,  the  commission  be  authorized  to  cooperate  with  said  commis- 
sions in  efforts  to  reconcile  upon  a  single  record  the  conflicts  between  State  and  inter- 
state rates;  and 

^^^lereas  it  is  believed  that  legislation  along  these  lines  will  go  far  to  meet  the  re- 
quirements of  any  such  rate  situations:  Be  it 

Resolved,  That  the  committee  on  State  and  Federal  legislation  be,  and  it  is  hereby, 
directed  to  confer  and  cooperate  with  members  of  the  Interstate  Commerce  Commis- 
•sion  in  bringing  said  matter  before  the  Federal  Congress  with  the  view  of  securing  the 
necessary  statutory  authority  for  affective  cooperation  between  the  Interstate  Com- 
merce Commission  and  the  regulatory  commissions  of  the  several  States.  Be  it 
further 

Resolved,  That  it  shall  be  the  duty  of  said  committee  to  inform  the  members  of  this 
association  from  time  to  time  of  any  such  legislation  proposed  for  enactment  by  the 
Federal  Congress,  and  that  such  notification  shall  be  full  and  timely,  and  that  all 
members  of  the  association  shall  have  full  opportunity  to  appear  and  be  heard  on  all 
fiuch  proposed  legislation,  and  to  take  such  action  in  regard  thereto  as  they  may 
deem  best  for  the  public  interest. 

A  similar  resolution  was  adopted  by  our  national  association  at  its 
1918  convention  held  in  Washington  November  12-14,  inclusive. 

The  decisions  in  the  Shreveport-Illinois  passenger  and  South 
Dakota  express  rate  cases  clearly  point  the  way  which  commissions 
must  follow.  Unjust  discriminations  between  State  and  interstate 
<iommerce  should  not  and  can  not  exist.  The  settlement  of  these 
troublesome  questions,  however,  involves  a  consideration  of  the 
traffic  and  business  conditions,  and  frequently  a  fine  adjustment  of 
intrastate  rates  to  interstate  rates.  Cooperation  between  the  State 
and  Federal  authorities  will  quickly  lead  to  a  harmonoius  adjust- 
ment, where  adjustment  is  necessary  and  can  be  made,  of  State  and 
interstate,  rates.  In  such  cases  the  State  commissions  must  be  per- 
mitted to  regulate  purely  intrastate  rates,  and  the  Interstate  Com- 
merce Commission  must  regulate  the  interstate  rates;  each  must  ex- 
ercise exclusive  jurisdiction.  If  the  adjustment  of  rates  made  after 
a  hearing  results  in  an  unjust  discrimination  betw^een  State  and 
interstate  commerce,  the  remedy  is  for  a  complaint  to  be  filed  with 
the  Interstate  Commerce  Commission,  praying  for  the  elimination 
of  the  unjust  discrimination.  If,  upon  the  other  hand,  the  carrier 
believes  that  the  intrastate  schedule  is  confiscatory,  it  will  be  able 
to  protect  itself  in  the  courts.  The  public  will  be  greatly  bene- 
fitted by  this  form  of  cooperation.  Carriers  have  nothing  to  fear, 
I)ecause  they  are  amply  able  to  protect  their  property  rights. 

The  general  discussion  there  embodies  the  best  judgment  of  the 
Interstate  Commerce  Commission  and  of  the  State  commissions  of 
the  country,  and  we  feel  that  in  the  consideration  of  the  future  rail- 
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road  policy,  it  is  wiser  for  Congress  to  build  upon  the  experiecne'of  the 
past,  rather  than  to  venture  upon  new  and  untried  fields. 

During  the  period  of  Government  control  freight  and  passenger 
rates  have  reached  the  highest  level  in  the  history  of  American  rail- 
roads. The  problem  of  the  future  is  to  secure  reductions  rather  than 
increases  of  rates.  Some  apprehension  is  felt  as  to  the  status  of  the 
rate  structure  when  the  railroads  are  returned  to  private  operation. 
That  question  need  not  give  us  much  concern.  Commissioner 
Edgar  E.  Clark  has  advised  this  committee  that  the  Interstate  Com- 
merce Commission  considers  rates  which  have  been  initiated  by  the 
Director  General  to  be  legal  rates,  until  otherwise  changed. 

Wliatever  disturbances,  if  any,  ensue  as  to  intrastate  rates,  must  be 
directly  attributable  to  the  Director  General's  lack  of  foresight.  He 
exercised  the  power  of  initiating  State  as  well  as  interstate  rates  by 
filing  them  with  the  Interstate  Commerce  Commission  and  sending 
copies  of  the  tariffs  to  the  State  commissions  for  their  information  only. 
He  was  urged  by  our  association  to  file  these  rates  with  the  State 
commissions  subject  to  their  approval.  If  this  course  had  been 
followed,  it  can  safely  be  said  that  nearly  if  not  all  of  the  State  com- 
missions would  have  approved  the  rate  schedules,  subject  to  such 
necessary  modifications  as  had  to  be  made  for  the  protection  of  local 
interests.  The  revenues  of  the  carriers  would  not  have  been  inter- 
fered with  to  any  substantial  degree.  Rates  thus  approved  would 
have  remained  the  legal  rates  until  the  commissions  otherwise  de- 
termined, and  hence  upon  the  return  to  private  operation  there  would 
have  been  no  confusion  or  uncertainty  as  to  the  legal  status  of  intra- 
state rates  subject  to  their  jurisdiction. 

The  Director  General  can  even  yet  file  tariffs  with  the  State  com- 
missions for  their  approval,  and  if  this  is  done  we  are  satisfied  that 
in  the  great  majority  of  cases  the  applications  will  be  promptly 
disposed  of  and  thus  make  certain  an  uncertain  legal  rate  status. 

Although  this  very  reasonable  suggestion  may  not  be  adopted  by 
the  Director  General,  yet  there  need  be  no  apprehension  as  to  the 
action  which  may  be  taken  by  State  commissions  when  these  can-iers 
are  returned  to  private  control.  The  railroads,  acting  individually 
or  thi'ough  joint  traffic  committees,  can  file  applications  with  the 
several  State  commissions  asking  that  the  then  existing  schedule  of 
rates  may  be  permitted  to  remain  in  effect  until  changed  voluntarily 
or  after  a  hearing.  Commissions  will  necessarily  be  forced  to  con- 
sider the  operating  conditions  existing  at  the  time  the  application 
is  filed,  in  which  attention  must  be  given  to  the  increased  cost  of 
wages,  fuel,  supplies,  and  material.  State  officers  are  not  willing 
to  concede  a  higher  measure  of  intelligence,  judgment  or  patriotism 
to  Federal  officials  than  they  themselves  possess,  and  they  feel 
competent  to  meet  the  transportation  problems  of  the  future  in  a 
fair,  honest,  courageous,  and  satisfactory  manner.  As  illustrative  of 
the  manner  in  which  State  commissions  have  handled  these  rate 
questions  during  the  war,  I  wish  to  call  attention  to  the  express 
rate  increase  which  became  effective  July  1,  1918.  This  increase 
was  allowed  by  the  Interstate  Commerce  Commission  and  was 
applicable  to  interstate  commerce  alone;  but  all  save  five  of  the 
States,  acting  upon  the  request  of  Jud^e  C.  A.  Prouty,  Director  of 
Public  Service  and  Accounting,  permitted  the  increased  rate  to 
apply  to  intrastate  traffic. 
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Legislative  passenger  and  commodity  rates  present  a  more  difficult 
situation.  Generally  speaking,  commissions  do  not  have  the  power 
of  review  over  legislative  rates.  Upon  the  restoration  of  the  raihoads 
to  private  control  the  statutory  rates  will  become  the  legal  rates, 
unless  set  aside  or  enjohied  in  proper  proceedings.  Unless  laws  are 
passed  in  the  several  States  transferring  all  rate-making  power  over 
freight  and  passenger  rates  to  the  commissions,  then  carriers  may 
be  forced  to  litigate  the  reasonal)leness  of  the  legislative  schedules. 
This  practice  has  not  seriously  embarrassed  them  in  the  past,  and 
we  believe  that  they  are  quite  capable  of  taking  care  of  their  own 
interests  in  the  future.  Since  rates  can  not  be  confiscatory  and  must 
not  create  unjust  discriminations  between  State  and  interstate  com- 
merce, it  would  seem  that  the  carriers  have  nothing  to  fear  from  a 
return  to  private  operation. 

In  connection  with  that,  I  desire  to  refer  briefly  to  one  or  two 
cases  that  are  now  before  the  Railroad  Administration.  Mr.  Rich 
yesterday  made  some  reference  to  commutation  rates,  and  he  said 
that  that  was  a  question  that  should  be  referred  wholly  to  the  State 
commissions.  Perhaps  no  better  expression  of  the  view  of  State 
commissions  upon  that  question  can  be  made  than  that  which  is 
taken  from  a  letter  written  to  Judge  Prouty,  Director  of  Public 
Service  and  Accounting,  by  the  chairman  of  the  Massachusetts  Com- 
mission.    I  read  from  that  letter,  as  follows: 

Senator  Pomerene.  The  date  of  it,  please  ? 

Mr.  Elmquist.  This  letter  is  written  to  me,  dated  January  20, 
1919,  and  it  quotes  a  part  of  a  letter  which  was  sent  to  Judge  Prouty. 
I  will  file  it,  after  reading  the  following  extract  from  it: 

Judge  Prouty  recently  wrote  the  commission  in  regard  to  the  proposed  radical 
change  in  the  commutation  ticket  situation  within  the  so-called  "Boston  subiu-ban 
district. "  On  Saturday  last  the  chauman  of  the  commission  wrote  him  a  long  letter 
in  regard  to  this  proposed  change,  the  last  two  paragraphs  of  which  may  be  of  interest 
to  you.     They  were  as  follows: 

"Aside  froni  the  merits  of  the  question,  however,  this  commission  is  very  strongly 
and  emphatically  of  the  opinion  that  a  change  of  this  kind  ought  not  to  be  made  by 
edict  from  Washington.  It  is  distinctly  a  local  question,  relating  to  traffic  wholly 
within  the  State.  If  the  United  States  railroad  administration  believes  that  it  can 
justify  the  change  suggested,  it  ought  to  proceed  in  the  manner  prescribed  by  our 
statutes,  file  a  new  tariff  providing  for  the  new  rates,  and  lay  its  cards  on  the  table 
at  public  hearings  before  this  commission.  This  would,  of  course,  throw  responsibility 
upon  us  which  we  should  be  glad  in  many  ways  to  avoid.  But  we  are  here  to  assume 
such  responsibility,  and  we  feel  very  confident  that  any  other  course  would  be  unfor- 
tunate in  its  effect,  and  predjuice  the  railroad  administration  seriously.  In  war  time 
people  were  willing  to  submit  gracefully  to  practically  any  change  which  the  authorities 
at  Washington  felt  would  'help  win  the  war.'  The  war  is  over  now  and  arbitrary  or 
dictatorial  action  by  the  central  Government  will  now  be  greatly  resented.  Such  ac- 
tion as  you  suggest  "would,  unless  preceded  by  full  public  consideration  and  a  demon- 
stration" of  the  reasons,  be  hailed  with  delight  by  the  enemies  of  '  Federal  control'  of 
the  raiJroad  systems. 

"This  view  is  expressed  -ndthout  regard  to  the  question  of  law  and  jurisdiction, 
although  it  is  our  belief  that  the  authority  of  the  State  over  rates  of  this  character 
still  exists,  unless  it  can  be  shown  that  the  change  proposed  is  necessitated  by  condi- 
tions relating  to  the  conduct  of  the  war.  " 

Mr.  Elmquist.  Day  before  yesterday,  my  attention  was  called 
to  a  question  involving  suburban  rates  in  Chicago.  It  appears 
that  the  Elgin,  Aurora  &  Chicago  Railroad — is  that  the  name  of  it, 
Mr.  Funk  ? — is  an  electric  hne  not  mider  Federal  control.  It  is  one 
of  the  elevated  systems  in  Chicago,  and  does  a  considerable  suburban 
traffic,  and  is  in  competition  with  the  Northwestern  Railway  and 
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partly  with  the  Budington  for  that  traffic.  The  raih'oad  is  in  financial 
difficulties.  It  went  to  the  Illinois  commission  asking  for  leave  to 
increase  its  suburban  rates.  Permission  was  granted.  After  that 
permit,  and  they  were  at  liberty  to  charge  those  rates,  the  railroad 
discovered  that  it  was  still  in  competition  with  the  steam  railroads 
under  Federal  control.  They  came  to  Washington  and  conferred 
with  officers  of  the  Railroad  Administration. 

Senator  Pomerene.  Who  came  to  Washington? 

Mr.  Elmquist.  Officers  of  the  electric  line,  and  pointed  out  that 
unless  the  suburban  rates  on  the  steam  railroads  were  increased 
to  correspond  with  those  that  had  been  permitted  on  the  electric 
line,  they  could  not  get  the  benefit  of  the  increased  rate.  The  Rail- 
road Administration  made  an  order  increasing  the  suburban  rates  on 
the  steam  railroads  operating  out  of  Chicago,  that  order  to  become 
effective  on  the  1st  day  of  February.  The  railroads  affected  are  the 
Burlington,  the  Northwestern,  and  the  Illinois  Central — three  of  the 
strongest  earning  railroads  in  the  United  States — and,  therefore, 
it  appears  that  without  a  hearing,  without  consideration  of  the  effect 
which  that  would  have  upon  local  interests,  or  people  who  have  built 
up  their  homes  upon  the  basis  of  commutation  rates,  the  Railroad 
Administration  has  increased  the  rates  of  the  steam  railroads  to 
help  out  an  electric  line  that  is  not  under  its  control. 

Senator  Pomerene.  What  was  the  increase  ? 

Mr.  Elmquist.  I  can  not  tell  you.  I  am  simply  discussing  the 
principle. 

Mr.  Funk  (of  the  Illinois  Railroad  Commission).  It  involves  an  in- 
crease of  50  per  cent  upon  the  rates  that  were  raised. 

Mr.  Elmquist.  That  simply  illustrates  the  necessity  of  leaving  local 
questions  to  local  commissions,  so  that  these  matters  can  be  thor- 
oughly investigated,  so  that  the  public  may  have  a  chance  to  be 
heard  and  the  questions  can  be  determined  upon  their  merits. 

Yesterday  Mr.  Rich  testified  about  legislative  conditions  up  in  New 
Hampshire.  I  heard  him  and  the  impression  left  upon  my  mind  was 
that  his  testimony  was  rather  a  serious  criticism  of  conditions  exist- 
ing throughout  the  New  England  territory.  I  discussed  the  question 
with  Mr.  John  E.  Benton,  who  was  formerly  a  member  of  the  New 
Hampshire  commission,  and  also  with  Hon.  E.  C.  Niles,  who  is  now 
director  of  short  line  railroads  in  the  railroad  administration.  I  have 
a  letter  from  ]VIr.  Benton,  which  (dearly  covers  that  whole  situation, 
and  I  think  it  should  be  read.  It  was  written  to  me  by  Mr.  Benton, 
under  date  of  January  29,  1919,  and  is  as  follows: 

Washington,  D.  C,  January  ^9,  1919. 
Hon.  Charles  E.  Elmquist, 

Washington,  D.  C. 

Dear  Mr.  Elmquist:  I  have  your  request  for  a  statement  of  facts  about  the  New 
Hampshire  consolidation  statutes  of  1883  and  1889,  especially  with  respect  to  the 
limitations  of  the  same  upon  rate  increases,  and  about  the  New  Hampshire  statute 
formerly  in  force  forbidding  the  sale  of  bonds  of  railroad  corporations  at  less  than  par. 

The  consolidation  statutes  were  passed  at  the  instance  of  the  railroad  coqiorations, 
which  sought  authority  to  unite.  To  facilitate  the  passage  of  the  statutes  the  railroads, 
or  those  who  spoke  for  them  before  the  legislature,  offered  to  insert  in  the  statutes  sec- 
tions forbidding  increases  in  rates  upon  any  of  the  railroads  united  under  the  statutes. 
The  restrictions,  therefore,  were  in  the  nature  of  voluntary  pledges  by  the  railroads, 
which  were  accepted  by  the  legislature. 

Under  these  statutes  all  of  the  roads,  with  minor  exceptions  of  no  moment,  finally 
became  consolidated  into  the  Boston  &  Maine  system.    The  sections  limiting  rate 
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advances  were  observed  until  1903.  Then,  without  asking  to  be  relieved  from  the  law, 
which  had  been  enacted  as  an  expression  of  its  own  pledge,  the  railroad  advanced  all 
class  freight  rates.  Agitation  followed,  and  finally,  after  a  delay  of  some  years,  a  suit 
was  brought  by  the  attorney  general  to  enjoin  the  advances.  The  railroads  fought  the 
suit  in  the  courts,  seeking  to  have  the  law  held  invalid,  but  the  supreme  court  of  the 
State  finally  rendered  a  decision  sustaining  the  restrictive  provisions  of  the  statute, 
as  in  the  nature  of  a  contract  with  the  State.  This  decision  was  handed  down  between 
the  legislative  sessions  of  1909  and  1911. 

At  the  1911  session  the  railroad  for  the  first  time  applied  to  the  legislature  to  be 
relieved  from  its  agreement,  claiming  that  the  old  rates  had  become  unremunerative. 
Its  request  was  to  have  the  rates  then  in  force  legalized.  The  legislature  authorized 
the  continuance  of  those  rates  until  July  1,  1913,  a  date  subsequent  to  the  expected 
end  of  the  next  legislature,  and  created  a  Public  Service  Commission,  which  was 
directed  to  investigate  the  rate  situation  and  report  to  the  next  legislature  with  its 
recommendations. 

The  commission  reported  that  the  existing  rates  ought  not  to  be  legalized,  because 
they  were  unscientific  and  highly  discriminatory  as  between  different  classes  of 
traffic  and  different  sections  of  the  State.  It  recommended  that  the  commission 
be  given  authority  to  revise  the  rates  so  as  to  place  the  same  upon  a  nondiscriminatory 
basis  which  should  yield  an  adequate  revenue  to  the  railroad. 

The  legislature  of  1913,  to  which  that  report  was  made,  granted  the  authority 
recommended,  and  gave  the  commission  full  power  to  revise  the  rates  without  regard 
to  the  limitations  of  the  consolidation  statutes. 

While  the  commission  was  proceeding  under  the  powers  granted  by  the  1913  legis- 
lation, Hon.  C.  A.  Prouty,  then  Interstate  Commerce  Commissioner,  having  under 
investigation  the  Boston  &  Maine  rates,  inWted  the  commissioners  of  Massachusetts, 
Maine,  New  Hampshire,  and  Vermont  to  sit  with  him  in  a  joint  conference  at  Boston. 
The  Boston  &  Maine  and  the  shippers  wei'e  heard,  and  all  of  the  commissioners  of 
the  States  named  united  wdth  Commissioner  Prouty  in  recommending  a  schedule 
of  advanced  class  freight  rates,  and  also  stated,  as  the  opinion  of  the  conference,  that 
passenger  rates  should  be  made  to  yield  a  part  of  the  additional  revenue  necessary 
for  the  railroads,  and  recommended  the  repeal  of  any  legislation  restricting  the  mileage 
rate  to  the  then  existing  scale  of  2  cents. 

The  class  freight  rates  recommended  by  this  conference  were  at  once  put  into  effect 
in  all  of  the  four  States  involved.  The  New  Hampshire  commission  also  proceeded 
to  revise  the  commodity  rates  so  as  to  allow  substantial  increases  to  the  railroad. 
Mr.  Campbell,  the  traffic  official,  who  represented  the  Boston  &  Maine  at  the  revision 
proceedings  before  the  commission,  expressed  himself  as  highly  appreciative  of  the 
manner  in  which  his  railroad  was  treated  in  these  proceedings. 

The  New  Hampshire  commission  also  reported  to  the  legislature  of  1915,  the  recom- 
mendations of  the  joint  conference  that  the  2-cent  mileage  law,  then  in  effect  in 
New  Hampshire,  be  repealed.  The  railroad,  however,  did  not  choose  to  await  the 
action  of  the  legislature,  but,  just  as  it  was  about  to  convene,  sought  to  put  a  higher 
mileage  rate  into  effect  regardless  of  the  statute.  The  proposed  rate  was  suspended 
by  the  commission  solely  because  in  violation  of  law.  The  railroad  then  applied  to 
the  Federal  court  for  an  injunction  against  the  commission,  claiming  that  the  law 
was  invalid.  The  Federal  court  declined  to  pass  upon  the  merits  of  the  case,  because 
the  railroad  had  not  availed  itself  of  its  right  to  appeal  from  the  commission  to  the 
supreme  court  of  the  State.  The  railroad  then  took  such  an  appeal,  and  the  court 
held  the  mileage  law  valid  unless  shown  to  be  confiscatory.  In  its  opinion,  the  court 
very  plainly  intimated  that  the  railroad  should  properly  apply  to  the  legislati:''^ 
which  was  then  in  session,  for  relief,  if  the  law  did  not  permit  a  fair  return.  The 
railroad  finally  took  that  course.  The  commission  appeared  in  support  of  its  recom- 
mendation before  the  appropriate  committees  in  both  houses,  and  a  bill  permitting 
the  commission  to  revise  the  mileage  rate  was  quickly  passed.  The  commission 
then  made  an  order  permitting  the  advanced  rates  to  go  into  effect  on  less  than  the 
usual  statutory  notice. 

In  1918  upon  in\T.tation  of  Commissioner  Anderson,  of  the  Interstate  Commerce 
Commission,  representatives  of  all  the  New  England  commissions  sat  with  him  at 
Boston  on  the  New  England  rate  case,  and  agreed  upon  increases  in  freight  rates,  which 
brought  the  rates  upon  New  England  railroads  to  a  level  substantially  above  those 
in  trunk-line  territory. 

These  facts  I  have  set  out  at  some  length,  because  they  show  three  things:  (1)  That 
the  consolidation  statues  referred  to  were  passed  at  the  instance  of  the  railroads  them- 
selves; (2)  that  when  the  situation  changed  and  they  became  burdensome,  the  rail- 
roads were  relieved  from  their  rf^strictions,  when  they  sought  relief  in  a  lawful  manner; 
and  (3)  that  in  sections  like  New  England,  where  a  single  railroad  is  subject  to  the 
jurisdiction  of  several  State  commissions,  it  has  proved  practicable  for  the  State 
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commissions  to  cooperate  in  joint  hearings  with  the  Interstate  Commerce  Commission 
and  to  agree  upon  a  common  course  of  action  within  their  respective  jurisdictions, 
even  in  the  absence  of  any  Federal  law  expressly  authorizing  such  joint  sessions. 

The  facts  with  relation  to  the  law  prohibiting  the  sale  of  railroad  bonds  at  less  than 
par  are  amusing.  They  are  common  knowledge  in  New  Hampshire.  The  law  was 
passed  at  a  period  when  street  railroad  promotion  was  active.  The  Boston  &  Maine 
was  then  potent  politically,  and  was  using  its  influence  to  impede  as  much  as  possible 
the  construction  of  street  railroads.  The  bill  relating  to  bonds,  as  introduced  into 
the  legislature,  is  said  to  haA^e  applied  to  street  raih'oad  bonds  only.  The  street 
railroad  men  could  not  stop  its  passage,  but  they  offered  an  amendment  to  make  it 
applicable  as  well  to  the  bonds  of  the  steam  railroads. 

This  amendment  obviously  could  not  well  be  objected  to.  It  was  also  considered 
of  no  consequence,  because  at  that  time  Boston  &  Maine  stock  was  selling  around  $150 
per  share,  and  its  bonds  were  considered  "gilt  edged. "  So  the  bill  was  amended  and 
passed,  and  nobody  thought  more  about  its  application  to  steam  railroads  until  the 
"chicken  came  home  to  roost.''  when  Boston  &  Maine  securities  were  not  selling  so 
well.  The  railroad  then  came  to  the  legislature  and  asked  to  have  the  law  repealed. 
A  bill  M^as  rushed  through  both  houses  in  a  very  few  days.  Without  being  positive, 
I  will  say  that  it  is  my  recollection  that  it  was  passed  within  two  weeks  of  the  date 
of  its  introduction. 

After  the  handsome  treatment  which  the  railroad  received  in  New  Hampshire  with 
respect  to  the  above-mentioned  statutes,  it  seems  at  least  far  fetched  to  cite  them  as 
an  example  of  arbitrary  exercise  of  State  power  of  regulation,  if  that  has  been  done. 
Yours,  very  truly, 

.John  E.  Benton. 

Consolidations:  We  favor  the  prompt  merger  without  friction  of 
all  the  carriers'  lines,  facilities,  and  organizations  into  a  continental 
and  unified  system  in  times  of  stress  or  emergency.  Congress  should 
define  the  conditions  which  call  for  the  exercise  of  this  power  and 
should  provide  for  the  return  of  the  properties  when  such  condi- 
tions cease. 

We  favor  the  merger  within  proper  limits  of  the  carriers'  lines,  and 
facilities  in  such  part  and  to  such  extent  as  niay  be  necessary  in  the 
public  interest  to  meet  the  reasonable  demands  of  our  domestic  and 
foreign  commerce.  As  to  interstate  lines  or  systems,  such  action 
should  not  be  taken  without  the  approval  of  the  Interstate  Com- 
merce Commission,  with  ample  provision  for  the  proper  State  author- 
ities to  present  their  i-easons  for  or  against  consolidation. 

We  believe  the  consolidation  of  terminal  facilities  should  be  made 
and  required  whenever  the  public  interest  vriW  be  promoted  thereby, 
but  we  believe  that  this  question  can  more  properly  be  passed  upon 
by  State  authorities.  They  are  easily  accessible,  possess  a  knowledge 
of  the  local  situation  which  it  is  difficult  for  Federal  authorities  to 
obtain,  and  they  are  moi-e  directly  responsive  to  the  public  needs. 

Construction:  We  favor  the  limitation  of  railroad  construction  to 
the  necessities  and  convenience  of  the  public  and  believe  that  no 
new  construction  should  be  permitted  in  the  absence  of  a  certificate 
of  public  convenience  and  necessity  from  the  proper  local  authorities. 
If  the  construction  is  to  be  made  by  an  interstate  line,  or  will  sub- 
stantially afl'ect  interstate  commerce,  there  can  be  no  objection  to 
having  the  Federal  authorities  approve  the  same,  but  its  action 
should  be  in  addition  to,  and  not  exclusive  of,  the  action  of  local 
authorities.  The  location  of  spur  and  industrial  tracks  should  be 
exclusively  under  the  control  of  local  authorities.  In  cases  of  new 
construction,  it  is  the  public  interest  that  is  to  be  served  and  prac- 
tical cooperation  between  the  State  and  Federal  authorities  in  these 
matters  will  properly  safeguard  the  public  interest  and  will  not  liin- 
der  or  delay  wise  or  necessary  railroad  development. 
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Secuiities:  We  favor  the  control  of  the  securities  of  interstate  Hnes 
b}-  the  Federal  Government  under  such  laws,  rules,  and  regulations 
as  will  require  copies  of  the  applications  to  be  fded  with  the  proper 
local  authoi'ities  in  the  States  through  which  the  railroad  operates, 
thus  enabling  the  local  authorities  to  submit  to  the  Federal  authori- 
ties any  evidence  which  they  may  have  for  or  against  the  issue  and 
any  recommendations  they  desire  to  make  with  reference  to  the  ex- 
penditure of  the  money  to  be  secured  therefrom. 

Regional  commissions:  We  favor  any  proper  plan  which  may  be 
devised  for  bringing  the  regulation  of  interstate  carriers  closer  to  the 
people.  If  Congress  considers  it  advisable  to  do  so,  then  we  believe 
that  it  could  be  best  done  by  increasing  the  membership  of  the  Inter- 
state Commerce  Commission  and  by  requiring  one  or  more  members 
of  said  body  to  hear  and  try  interstate  rate  cases  in  the  affected  locali- 
ties. In  the  absence  of  such  a  plan  it  might  be  desirable  to  make  of 
each  State  commission  a  regional  commission  to  act  for  the  Federal 
Commission  in  all  proper  matters. 

Waterways:  We  favor  the  development  and  encouragement  of 
inland  waterways,  and  coordination  of  rail-and-water  transportation 
systems.  This  plan  can  not  be  successfully  developed  without  giving 
to  the  regulating  tribunals  the  right  to  fix  minimum  as  well  as  maxi- 
mum rates. 

Routing:  We  favor  the  right  of  the  shipper  to  route  his  traffic, 
except  in  cases  of  emergency.  This  privilege  is  beneficial  to  the 
shipper  and  results  in  helpful  competitive  service  by  the  carriers. 

Wages:  We  believe  that  employees  in  the  railroad  service  should 
be  adequately  compensated.  We  doubt  the  advisability,  however, 
of  conferring  upon  the  Interstate  Commerce  Commission  the  power 
to  fix  wages.  So  many  wage  questions  would  be  presented  to  the 
commission  for  settlement  that  it  would  seriously  interfere  with  its 
ability  to  efficiently  hear,  try,  and  determine  rate  questions,  and  to 
discharge  the  important  administrative  functions  required  by  law. 
Secretary  of  transportation :  We  do  not  favor  the  appointment  of  a 
secretary  of  transportation  who  shall  be  a  member  of  the  Cabinet. 
This  would  make  the  railroads  the  football  of  politics,  and  the  ad- 
ministration would  be  held  responsible  for  rate  and  wage  increases 
and  decreases,  the  quality  of  the  service,  and  anything  else  that 
might  affect  the  public  or  the  railroad  interests. 

Federal  incorporation :  We  are  opposed  to  Federal  incorporation  of 
railraods  because  of  its  legal  complications  and  because  it  will  force 
the  sovereign  States  of  the  Union  to  go  to  Congress  for  the  preserva- 
tion of  the  right  of  taxation  and  the  exercise  of  those  police  powers 
which  are  so  necessary  to  the  welfare  and  convenience  of  the  public. 
Competition:  Many  transportation  reforms  have  been  suggested  to 
Congress,  and  apparently  all  of  them  contemplate  an  extensive  con- 
solidation of  railroad  systems  and  terminals,  thus  placing  a  larger 
power  in  the  hands  of  a  few  men.  The  tendency  toward  consolida- 
tion represents  a  complete  change  in  public  thought.  Heretofore  the 
public  has  insisted  upon  preserving  separate  transportation  entities 
and  the  competitive  S3^stem.  Consolidations  will  be  inimical  to  the 
public  interest  unless  the  Federal  and  Stale  control  over  these  instru- 
mentalities is  made  commensurate  with  the  danger  involved.  If  our 
public  policy  is  to  be  reversed,  we  must  see  to  it  that  the  authority  of 
public  officers  over  the  rates,  service,  capitalization,  and  expenditures 
of  these  properties  is  enlarged. 
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Senator  Pomerene.  Now  Mr.  Elmquist,  under  the   arrangement, 
will  be  excused  for  the  time  being  and  Mr.  Finn  will  be  called. 
Mr.  Elmquist.  I  am  in  Washington  and  subject  to  call  at  any  time. 
vSenator  Pomerene.  Very  well. 

STATEMENT    OF    ME.    LAURENCE    B.    FINN. 

Senator  Pomerene.  You  may  state  your  name,  residence,  and  the 
interests  for  which  you  appear,  Mr.  Finn. 

Mr.  Finn.  My  residence  is  Franklin,  Ky.,  and  I  am  now  chairman 
of  the  Kentucky  State  Railroad  Commission. 

I  appear  before  this  committee  as  the  self-constituted,  unpaid 
representative  of  the  unorganized  public.  The  opportunities  which 
qualify  me  to  speak  consist  of  12  years'  experience  m  the  study  of 
transportation  problems  as  a  member  of  the  Kentucky  Railroad 
Commission,  and  the  knowledge  I  have  acquired  in  performing  my 
duties  as  a  member  of  the  National  Association  of  Railway  Commis- 
sioners, which  organization  has  selected  me  as  chairman  of  various 
committees,  including  chairmanship  of  the  committee  on  State  and 
Federal  legislation;  chairmanship  of  the  executive  committee;  vice 
president,  and  in  1914  I  was  chosen  president  of  the  association.  So, 
with  but  little  prestige  to  commend  me  to  your  favor,  I  shall  be 
forced  to  rely  upon  the  facts  presented  and  the  reasonableness  of  the 
deductions  drawn  to  warrant  my  claim  and  justify  my  appearance. 

The  experience  and  information  thus  acquired  have  forced  me  to 
conclude,  in  spite  of  inherent  sentiments  to  tne  contrary,  that  private 
ownership  of  the  railroad  highways  can  not  meet  the  demands  of 
the  public  in  matters  of  transportation. 

I  wish  to  state  that  I  concur  in  the  recommendation  of  the  National 
Association  of  Railway  Commissioners  that  the  power  theoretically 
conferred  upon  the  President  of  the  United  States  to  initiate  rates 
be  immediately  withdrawn.  When  this  power  was  proposed  to  be 
conferred  upon  the  President  I  made  a  protest  by  telegraph  to  Hon. 
J.  C.  W.  Beckham  and  Hon.  Ollie  M.  James,  United  States  Senators 
from  Kentucky,  which  telegram  read  as  follows : 

This  ia  to  protest  against  conferring  the  power  upon  the  President  to  initiate  rates, 
because  he  can  not  personally  exercise  it.  Therefore  he  must  delegate  this  power  to 
some  one  else.  If  the  President  delegates  this  power  to  those  who  are  qualified  to 
exercise  it,  he  must  necessarily  delegate  it  to  the  Interstate  Commerce  Commission 
and  the  various  State  commissions,  which  already  have  the  required  jurisdiction  over 
rates.     Hence,  the  absurdity  of  the  proposal. 

I  feared  what  would  happen  if  this  power  were  conferred  upon  the 
President.  What  has  happened  not  only  justifies  my  apprehension, 
but  has  resulted  in  conditions  which  warrant  Congress  in  immediately 
repealing  this  power  theoretically  conferred  upon  the  President  who 
to-day,  instead  of  initiating  the  rates,  is  at  the  peace  conference  in 
Paris. 

An  analysis  of  railroad  problems,  based  upon  economic  or  trans- 
portation conditions  prevailing  at  any  given  period,  may  or  may  not 
furnish  a  basis  for  future  deductions  or  conjecture. 

The  conscientious  investigator  must  realize  at  the  outset  that  it  is 
within  the  power  of  those  interested  in  the  policies  and  plans  of  the 
carriers,  due  to  their  alliance  with  banks,  insurance  companies,  and 
industrial  corporations,  assisted  by  a  well-organized  press  and  bureau 
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of  propaganda,  to  create  conditions  affecting  the  welfare  of  the 
Nation,  and  then  use  the  resulting  effect  as  a  basis  for  demanding 
coveted  concessions  from  the  public. 

We  must  realize  that  there  is  a  private  organization  vs^ithin  the 
Government  more  powerful  than  the  unorganized  mass  of  the  people 
which  theoretically  constitutes  the  Government,  There  are  a 
greater  number  of  people  who  consider  themselves  more  directly  and 
personally  interested  in  the  railroads  than  in  the  economic  policies 
of  the  Government. 

While  taxes  are  less  than  transportation  charges,  they  are  also 
comited  as  a  matter  of  course.  Returns  upon  railroad  securities 
depend  upon  the  carriers  having  theu-  policies  adopted  by  Congress, 
the  Interstate  Commerce  Commission,  State  commissions,  and  State 
legislatures.  Government  bonds  bear  a  fixed  rate  of  interest  and  no 
governmental  policy  will  affect  the  return.  When  seventeen  billions 
of  railroad  securities  are  outstanding  in  stocks  and  bonds,  and  when 
every  State  legislature  or  Congress  has  the  power  to  pass  laws  affect- 
ing the  returns  on  these  securities,  it  is  natural  for  railroad  interests 
to  engage  in  politics  and  attempt  to  elect  the  requhed  number  of 
State  and  Federal  officials.  Under  private  ownership  politics  is  not 
a  side  line  with  the  railroads ;  it  is  a  necessary  occupation ;  and  when 
one  criticises  the  officials  of  railroads,  banks,  and  insurance  com- 
panies for  their  political  activities,  he  should  remember  that  there 
is  justification  for  the  offense  so  long  as  railroads  are  privately 
owned,  and  the  Government  permits  speculative  returns  to  investors 
in  railroad  securities. 

Raih-oad  securities  form  the  basis  of  the  Nation's  business  credit. 
Insurance  companies  own  them;  policy  holders  depend  on  their 
values  to  determine  what  their  estates  may  be  worth;  banks  ovni 
them;  bank  depositors  depend  upon  their  values  to  determine  the 
solvency  of  the  bank  in  which  they  have  their  deposits.  Under  such 
conditions  is  it  any  wonder  that  privately-owned  transportation 
companies  wish  to  dictate  the  policies  of  the  Government  ? 

If  all  the  railroad  employees  bound  themselves  together  to  vote 
for  presidential  candidates  or  political  parties  under  a  promise  of 
an  increase  in  wages,  these  1,800,000  employees  could  not  exercise 
the  influence  in  politics  that  is  now  exercised  by  the  60,000,000 
people  who  President  EUiott,  of  the  Northern  Pacific,  says  are  now 
affected  by  the  carriers'  busmess  under  private  ownership,  "counting 
employees,  stockholders,  policyholders  in  companies  whose  assets 
consist  of  railroad  securities,  together  with  other  allied  interests." 

The  Nation's  recent  experience  should  dispel  the  bugbear  of  rail- 
road employees  dominatmg  politics,  when  we  witness  a  $700,000,000 
increase  in  wages  (so  the  carriers  advertise),  and  at  the  succeeding 
election  the  administration  failed  to  receive  sufficient  indorsement 
to  elect  a  Democratic  Congress  or  a  Democratic  Senate.  Yet  the 
advocates  of  private  ownership  still  claim  that  elections  will  turn 
upon  the  issue  of  increased  wages  for  railroad  employees. 

The  Hon.  William  Rucker,  of  Missouri,  stated  upon  the  floor  of 
the  House  on  April  18,  1910,  that  President  McKmley's  friends  spent 
$16,500,000  to  defeat  Mr.  Bryan  in  1896;  and  yet  a  $700,000,000 
increase  in  the  wages  of  railroad  employees  failed  to  elect  a  Demo- 
cratic Senate  and  a  Democratic  House. 

I  know  of  no  postmaster  who  has  so  much  political  power  as  a 
bank  controlled  by  railroad  interests.     I  know,  of  no  Federal  ap- 
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pointee  that  is  so  strong  a  political  factor  as  a  newspaper  under  the 
influence  of  privately-owned  railroad  companies. 

Advocates  of  private  ownership  opposing  public  ownership  for 
lear  that  railroads  may  dominate  politics,  can  be  likened  unto  a 
man  afflicted  with  smallpox  fearing  to  be  vaccinated  lest  he  might 
contract  varioloid. 

The  serious  objection  to  private  ownership  of  railroad  highways 
is  that  the  capital  furnished  to  finance  them  must  depend  upon  a 
speculative  return.  This  forces  the  railway  highways  to  be  operated 
to  secure  maximum  profits.  Capital  can  not  be  induced  to  invest 
in  a  speculative  return  unless  the  inducements  oft'ered  are  attractive. 
Therefore,  under  private  operation  the  Government  must  offer  such 
attractive  opportunities  for  a  large  return  that  if  Government  bonds 
bearing  a  fixed  rate  of  mterest  were  substituted,  hundreds  of  millions 
would  be  annually  saved  thereby. 

To  illustrate:  On  June  30,  1914,  the  net  funded  debt  of  the  carriers 
was  $9,708,292,002;  the  interest  actually  paid  was  $412,444,080,  or 
4.25  per  cent.  The  Government  interest  rate  at  the  time  was  3 
per  cent,  and  Government  bonds  were  above  par;  by  substituting 
Government  bonds  for  the  funded  debt  of  the  carriers,  transportation 
charges  could  have  been  reduced  $121,353,650.  The  capital  stock 
of  the  railroads  was  represented  to  be  $8,680,759,704;  the  dividends 
actually  paid  amounted  to  $451,653,346;  3  per  cent  of  this  amount 
of  capital  stock  valued  at  par  would  have  been  $260,422,791. 

The  saving  in  interest  cliarges  upon  these  two  items  amounts  to 
$312,584,205,  which  in  the  year  1914  would  have  resulted  if  Govern- 
ment bonds  had  been  substituted  for  raih'oad  stocks  and  bonds. 
Neither  does  the  item  of  4.25  per  cent  represent  the  actual  interest 
paid  on  the  outstanding  bonds  of  the  carriers;  for  many  railroad 
bonds  are  sold  at  a  discount,  which  must  also  be  figured  as  a  part  of 
the  interest  rate.  Besides  if  a  3  per  cent  return  had  been  guaranteed 
on  the  $8,680,000,000  raih-oad  stocks,  their  values  would  have  been 
stabilized  antl  increased,  thus  adding  millions  to  the  market  value  of 
the  securities. 

Why  the  railroads  were  taken  over:  Interest  in  maintaining  the 
values  of  raih'oad  securities  became  acute  when  the  Federal  Govern- 
ment, in  order  to  defray  war  expenses,  became  a  great  money  bor- 
rower, thereby  competing  in  the  money  market  with  the  railroads. 
Such  competition,  of  course,  was  unfair;  for  private  capital,  however 
well  organized,  can  not  compete  with  the  Government  as  a  money 
borrower.  Railroad  securities  were  declining;  the  insurance  com- 
panies, national  banks,  and  the  holders  of  these  securities  saw  their 
assets  dwindling,  and  the  Government  came  to  their  rescue  by 
guaranteeing  a  fixed  return  on  railroad  securities  even  in  excess  of 
the  return  offered  to  investors  ui  Government  bonds. 

The  outstanding  interest-bearing  debt  of  the  Government  on 
October  1,  1915,  was  only  $976,000,000.  On  or  about  December  28. 
1917,  the  Government  had  borrowed  six  bilUons.  To-day  it  has 
borrowed  more  than  eighteen  billions. 

The  President  stated  at  the  time  the  carriers  were  taken  over  by 
the  Government  that — 

The  financial  interest  of  the  Government  and  the  financial  interest  of  the  railroads 
must  be  brought  under  a  common  direction.  The  financial  operations  of  the  railroads 
need  not  then  interfere  with  the  borrowings  of  the  Goverimient,  and  they  themselves 
will  be  conducted  at  a  greater  advantage. 
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Investors  iu  railroad  securities  may  rest  assured  that  their  rights  and  interests  will 
be  as  scrupulously  looked  after  by  the  Government  as  they  could  be  by  the  directors 
of  the  several  railroad  systems.  I  shall  recommend  that  the  properties  be  maintained 
in  as  good  repair,  etc.,  as  when  turned  over  to  the  Government  and  that  the  roads 
receive  net  operating  income  equal  to  the  average  for  the  three  years  preceding  June 
30,  1917. 

Thus  tlie  President  realized  that  raih-oad  securities  had  to  be 
stabilized — not  on  account  of  the  policy  of  the  State  commissions; 
not  on  account  of  freight  rates:  not  on  account  of  the  fact  that  rail- 
roads were  incorporated  under  State  charters;  not  because  railroads 
were  not  incorporated  under  Federal  charters;  none  of  these  things, 
as  we  shall  presently  see,  could  have  changed  the  situation.  The 
point  and  only  point  was  this:  The  Government  as  a  mone}^  bor- 
rower was  putting  the  railroads  out  of  business,  and  rail  securities 
were  dwindling  and  credit  based  on  rail  securities  was  being  demor- 
alized. 

The  Government,  in  order  to  avert  a  financial  disaster,  took  over 
the  railroads  for  the  purpose  of  guaranteeing  returns  on  rail  securities. 
For,  the  President  said : 

It  would  have  been  impossible  otherwise  to  give  the  necessarj^  financial  support  to 
the  roads  from  the  Public  Treasury. 

The  Interstate  Commerce  Commission  on  December  5,  1917,  made 
a  report  to  Congress  urging  the  unification  of  the  carriers  either  under 
private  ownership  or  by  the  control  of  the  President;  but  the  report 
did  not  intimate  that  it  was  necessary  for  the  purpose  of  ' '  transporting 
troops  and  war  material."  The  report  dealt  exclusively  with  the 
financial  necessities  of  the  carriers,  urging  that  "financial  assistance 
should  be  provided  from  the  Government  Treasury."  The  report 
disposed  of  the  contention  that  increased  rates  would  solve  the 
problem  by  saying: 

Increased  charges  for  carriers  would  not  bring  new  capital  on  reasonable  terms  in 
important  sums. 

Commissioner  McChord,  in  a  separate  opinion,  almost  by  neces- 
sary implication,  stated  that  the  transportation  of  troops  and  war 
supplies  was  not  being  neglected;  but  rather  intimated  that  on 
account  of  the  priority  of  such  shipments  other  essential  enterprises 
had  suffered.     He  said: 

It  is  imperative  that  war  material  be  given  preference  in  transportation,  but  the 
financial  sinews  of  war  depend  in  a  large  measure  iipon  the  successful  operation  of  our 
manufacturing  plants  and  business  establishments. 

The  railway  war  board  from  time  to  time  proclaimed  their  patriotic 
achievements  in  expediting  the  transportation  of  troops  and  war 
supplies. 

From  this  record,  I  assert  that  it  is  inaccurate  to  state  that  the  rail- 
roads were  taken  over  by  the  Government  to  expedite  the  transpor- 
tation of  troops  and  war  supplies. 

The  real  purpose  was  to  stabilize  railroad  securities  and  provide 
financial  assistance  for  the  carriers  by  means  of  the  public  treasury. 

What  of  the  future?  Are  we  not  to  profit  by  experience?  It  is 
manifest  now  that  under  private  control  and  operation  of  common 
carriers  there  will  be  for  half  a  century  strong  competition,  not  only 
between  our  Government  and  the  railroads  as  money  borrowers,  but 
also  foreign  Governments  wliich  will  float  securities  in  unprecedented 
quantities  at  attractive  interest  rates.     Already  France  has  many 
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bondholders  in  the  United  States  who  usually  invest  their  money 
in  railroad  securities.  As  a  result  of  this  competition,  privately- 
owned  carriers  will  insist  that  freight  rates  be  raised  to  meet  the 
demands  of  railroad  security  holders;  Government  interest  rates 
must  then  be  raised  to  obtain  par  for  Government  bonds  competing 
with  high-class  railroad  securities.  When  Government  rates  are 
raised,  investors  in  railroad  securities  will  complain  that  Government 
bonds  bearing  increased  rates  are  causing  a  decline  in  railroad  securi- 
ties; therefore,  more  attractive  securities  for  the  carriers  must  be 
provided  to  prevent  a  collapse  in  our  great  transportation  companies, 
necessitating  another  increase  in  freight  rates,  and  so  on  ad  infinitum. 

Such  a  governmental  policy  would  indeed  be  ideal  for  those  whose 
interests  are  centered  solely  on  plans  to  secure  greater  returns  for 
organized  wealth;  but  the  policy  will  eventually  sap  the  commercial 
lifeblood  out  of  the  very  vitals  of  private  business. 

What  is  a  successfully  operated  railroad  ?  The  successful  operation 
of  any  public  highway  must  produce  four  results— reasonable  rates, 
adequate  services,  adequate  facilities,  and  without  discrimination. 
Under  private  operation  for  a  speculative  maximum  profit  the  natural 
policy  is  to  defeat  these  four  results.  Operating  for  a  maximum 
profit  is  essentially  antagonistic  to  reasonable  rates.  Operating  for 
a  maximum  profit  is  antagonistic  to  adequate  services.  Services 
which  are  profitable  are  onh^  considered  by  a  privately  owned 
transportation  company,  and  adequate  services  frequently  do  not 
produce  the  maximum  profit.  Operating  for  a  maxmaum  profit  is 
antagonistic  to  adequate  facilities.  Facilities  which  produce  the 
maximum  profit  with  the  minimum  expense  are  the  only  elements 
considered  by  privately-owned  carriers.  Adequate  facilities  suffi- 
cient to  serve  the  public  requirements  are  frequently  not  profitable. 

Discrimination  in  rates  is  an  essential  evil  incident  to  privately- 
owned  transportation  companies.  By  rate  adjustments  carriers  pro- 
vide long  hauls  for  the  raw  material  to  the  manufacturing  plant,  and 
establish  markets  for  the  manufactured  product  far  distant  from  the 
place  of  production.  Such  a  policy  prohibits  the  manufacture  of 
raw  material  at  the  place  of  production,  and  subjects  nearby  markets 
to  excessive  rates.  The  plan  produces  large  profits,  but  necessarily 
establishes  discriminations  in  rates  between  localities. 

As  compensation,  the  market  value  of  the  stocks  and  bonds,  naming 
from  three  tp  five  tj^pical  periods,  is  a  fair  criterion  for  the  fair  value 
of  railroad  property.  Such  compensation  would  not  violate  the 
provisions  of  the  Federal  Constitution,  while  governments,  like 
individuals,  must  suffer  for  their  owti  transgressions.  When  the 
Government  has  allowed  securities  to  be  issued  and  sold  to  innocent 
purchasers,  and  freight  rates  to  be  collected  to  give  the  market  values 
to  these  securities,  such  securities  in  the  hands  of  innocent  pur- 
chasers should  be  paid  for  by  the  Government  at  market  prices. 

Based  upon  the  performance  of  railroads  for  1917,  a  25  per  cent 
increase  in  gross  revenue  should  have  producctl  a  sum  sufficient  in 
itself  to  pay  almost  6  per  cent  on  all  the  outstanding  securities  of 
the  railroads.  So  the  task  of  securing  sums  from  freight  rates  to 
liquidate  annual  interest  charges  on  Government  bonds  is  not  so 
difficult,  provided  the  Government  actually  owns  and  operates  the 
roads.  Concerning  the  present  method  of  operation,  I  shall  make 
some  observations  later. 
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Regulation  of  Government  rates:  Regardless  of  the  fact  that  the 
Government  may  own  the  railroads,  there  will  of  necessity  arise  from 
time  to  time  complaints  from  the  shipping  piihlic  as  to  the  reason- 
ahleness  of  the  rates,  the  adequacy  of  tlie  service  and  facilities, 
discrimination  between  localities,  an(l  freight  lost,  stolen,  or  damaged. 
Tribmials  having  State  jurisdiction  over  purely  intrastate  trans- 
portation, with  their  duties  prescribed  by  the  Federal  law,  should 
be  provided,  with  the  power  to  hear  and  determine  all  such  com- 
plaints as  are  purely  local. 

Regional  boards  should  be  provided,  with  their  powers  and  duties 
prescribed,  to  settle  and  determine  such  matters  as  come  within  their 
jurisdiction  where  transportation  policies  affect  two  or  more  States 
in  their  respective  districts,  these  districts  being  marked  by  those 
boundaries  which  now  determine  well-defined  territories  where 
transportation  conditions  are  practically  similar;  while  a  national 
board,  with  duties  prescribed,  should  be  empowered  with  jurisdic- 
tion to  determine  national  policies,  including  matters  affecting 
transportation  common  to  regional  districts  and  the  Nation  as  a 
whole.  The  States  and  counties  should  be  required  to  furnish  part 
of  the  new  capital  necessary  to  build  or  construct  purely  intrastate 
lines  or  improvements  that  are  purely  local,  similar  to  the  govern- 
mental policy  which  now  prevails  with  reference  to  the  construction 
of  road  highways,  part  by  Federal  and  part  by  State  and  county  aid. 
If  these  reasonable  burdens  in  the  construction  of  purely  local  im- 
provements were  placed  upon  the  States  and  counties,  it  would 
eliminate  the  so-called  "pork  barrel"  policy  charged  to  exist  in  the 
construction  of  Federal  buildings  and  in  the  improvements  of  our 
rivers  and  harbors.  Of  course,  construction  of  purely  interstate 
lines  should  be  at  the  expense  of  the  Federal  Government.  Regu- 
lating, controlHng,  and  adjudicating  the  questions  arising  as  a  result 
of  transportation  problems  present  no  more  insurmountable  diffi- 
culties than  administering  justice  between  litigants,  which  is  now 
done  by  district,  circuit,  and  supreme  courts. 

The  trouble  with  many  investigators  is  that  they  do  not  or  can  not 
conceive  of  a  transportation  system  which  is  not  controlled  and 
operated  for  profit.  They  anticipate  all  the  evils  ol  private  operation 
and  fear  their  power  to  remedy  such  complaints  with  the  Federal 
Government  as  defendant.  And  their  fears  have  been  magnified  by 
the  recent  experience  with  governmental  operation  which  the  car- 
riers advertised  from  the  beginning  would  be  characteristic  of  govern- 
mental ownership  and  control. 

But  from  the  very  nature  of  the  tribunals  suggested,  substantial 
justice  may  be  expected  between  the  Government,  upon  the  one  side, 
operating  transportation  companies,  and  the  patrons  of  the  highway 
upon  the  other;  for  there  will  be  no  fear  of  the  people  to  deter  such  a 
tribimal  from  administering  justice.  Such  a  tribunal  can  only  fear 
the  wrath  of  an  indignant  people  where  justice  has  been  outraged; 
such  a  tribunal  will  be  free  from  the  influence  of  organized  capital. 
Civil-service  laws  applicable  to  railroad  employees  will  take  them  from 
under  the  spell  of  political  parties,  and  appropriate  tribunals  to  try 
employees  for  incompetency  and  inefficiency  will  be  a  sufficient 
guaranty  to  the  public  that  capable  servants  will  be  secured  to 
operate  the  public  highways.  Even  under  private  operation  there  is 
a  suspicion  that  there  are  some  officials  and  employees  who  might  be 
convicted  on  such  charges. 
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After  the  Government  has  once  determined  upon  the  pohcy  of 
Government  ownership,  the  impediments  now  interposed  will  be 
withdrawn.  Then  it  will  be  to  the  interest  of  all  to  work  for  the 
success  of  such  an  undertaking;  but  while  indecision  exists,  the 
opposition  will  not  only  present,  but  will  create  difficulties  that  appear 
to  be  almost  insurmountable. 

To  criticize  the  past  policies  of  transportation  companies  will 
serve  no  good  purpose.  But  the  public  should  not  be  blinded  by  half 
truths  told  in  praise  of  private  ownership,  when  the  whole  truth 
exposes  to  view  an  indefensible  past.  It  is  an  unjust  indictment 
against  a  republic  to  charge  that  its  governmental  affairs  must  be 
farmed  out  to  individual  organizations  who  capitalize  the  enterprise 
for  almost  twice  the  original  investment,  collect  freight  taxes  from 
the  public  quite  sufficient  to  rebuild  the  enterprise  out  of  the  surplus 
earnings,  receive  subsidies  from  the  Government  with  values  almost 
«qual  to  the  cost  of  the  enterprise,  and  contend  that  such  a  policy 
is  more  satisfactory,  more  economical,  and  results  in  greater  benefits 
than  if  the  governmental  enterprise  had  been  publicly  owned  and 
operated. 

Neither  will  a  partnership  between  the  Government  and  the  trans- 
portation companies  suffice.  Lincoln  declared  this  Government  can 
not  be  half  slave  and  half  free.  It  is  equally  true  that  the  public 
highways  of  the  Nation  can  not  be  half  private  and  half  public.  Any 
governmental  policy  which  provides  that  the  earnings  of  the  carriers 
should  be  shared  with  the  Government  violates  the  lundamental 
principle  upon  which  transportation  companies  should  be  operated. 
It  necessitates  the  operation  of  transportation  companies  for  maxi- 
mum profits,  and  makes  the  Government  a  party  to  this  unjust  and 
indefensible  policy.  Experience  should  teach  that  no  contract 
should  be  made  between  the  Government  and  transportation  com- 
panies whereby  the  earnings  of  the  company  in  excess  of  certain 
fixed  dividends  should  be  paid  to  the  Government.  Under  such 
arrangements  the  carriers  usually  take  the  surplus  which  legitimately 
belongs  to  the  wState  and  consume  it  in  extravagant  expenditures  not 
necessary  for  the  public  benefit.  Such  expenditures  are  sometimes 
described  by  some  writers  upon  transportation  problems  as  "superb 
terminals,  built  quite  largely  as  a  monument  to  enterprise  and  far- 
sightedness." 

A  much  traveled  lecturer  and  magazine  writer,  in  describing  the 
physical  properties  of  a  railroad  in  Chile,  whose  surplus  earnings- 
above  a  certain  per  cent  went  to  the  Chilean  Government,  said  that  in 
order  to  prevent  the  Government  from  receiving  its  share  of  the 
profits,  the  physical  properties  of  the  road  were  so  magnificently 
equipped  that  nothing  could  be  added  except  that  its  cross-ties  might 
be  studded  with  precious  jewels. 

State  rights:  Many  well-meaning  patriots,  unfamiliar  with  the 
plans  of  the  carriers,  arise  to  oppose  the  policy  of  public  ownei*ship  on 
the  ground  that  it  is  an  encroachment  upon  the  rights  of  the  States. 
They  proclaim  with  force  and  ferver  the  sacred  traditions  of  the  past, 
and  denounce  a  doctrine  so  antagonistic  to  the  fundamental  prin- 
ciples of  the  Republic  as  would  contemplate  taking  from  the  States 
their  rights  to  regulate  the  rates,  rules,  and  practices  of  common 
carriers. 
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What  they  do  not  reahze,  however,  is  that  there  is  not  a  single  plan 
of  the  carriers  which  contemplates  a  continuation  of  private  owner- 
ship that  does  not  embrace  the  elimination  of  State  control.  The 
carriers  have  advertised  far  and  wide  that  they  are  controlled  by  48 
different  masters,  and  that  such  multiplicity  of  control  is  responsible 
for  whatever  real  or  imaginary  evils  the  pul:)lic  and  the  carriers  have 
suffered  in  matters  of  transportation. 

Said  Mr.  Walker  D.  Hines,  chairman  of  the  board  of  directors  of  the 
Santa  Fe,  now  Director  General  of  Railroads,  in  his  address  to  the 
railroad  committee  oT  the  Chamber  of  Commerce  of  the  United  States : 

A  great  deal  of  the  business  thought  of  the  country  is  turning  toward  the  idea  that 
the  railroads  ought  to  be  turned  back  promptly  to  private  management  by  the  railroad 
com-panies,  with  remedial  legislation  to  relieve  the  difficulties  under  which  the  busi- 
ness world  appreciates  the  railroads  labored  under  the  private  control  that  existed  up 
to  December  28,  1917. 

This  plan  of  a  prompt  turning  back  with  remedial  legislation  has  been  suggested  by 
the  railway  executives,  and,  I  believe,  in  a  resolution  adopted  by  a  meeting  of  the 
United  States  Chamber  of  Commerce  at  Atlantic  City,  and  has  been  suggested  in  many 
other  quarters,  representing  the  sound  business  thought  of  the  country,  and  it  is  a  most 
natural  suggestion,  and  it  is  the  remedy  to  which  the  business  people  of  the  countiy 
would  be  inclined  to  turn. 

He  offered  no  objection  to  the  plan  except  his  fear  that  Congress 
might  not  or  could  not  enact  the  '^ necessary  remedial  legislation." 

What  is  this  "remedial  legislation"  suggested  by  the  railway 
executives  and  the  United  States  Chamber  of  Commerce?  It  is 
Federal  incorporation  of  railroads  or  exclusive  Federal  control,  and 
with  either  the  rights  of  the  States  to  regulate  the  rates  and  practices 
of  common  carriers  are  dead  and  buried. 

Judge  Robert  S.  Lovett,  director  of  the  division  of  capital  ex- 
penditures of  the  McAdoo  administration,  on  resigning  his  Govern- 
ment position  to  accept  his  former  position  with  the  Union  Pacific, 
said : 

The  necessity  for  exclusive  national  control  as  against  State  regulation  was  now  too 
obvious  for  discussion,  and  the  only  debatable  question  is  whether  such  control  shall 
be  through  Government  ownership  or  by  exclusive  Federal  regulation  of  private 
ownership. 

Here  we  have  the  issue  clearly  drawn.  "The  sound  business  judg- 
ment of  the  country"  afhrms  that  the  multiplicity  of  regulatory 
bodies  in  matters  relating  to  transportation  must  cease.  If  it  con- 
tinues, capital  will  refuse  to  invest  in  rail  securities.  Capital  is 
necessary.  Therefore,  the  condition  precedent  to  the  return  of  the 
carriers  to  private  ownership  is  that  the  States  must  forego  their 
rights  to  regulate  intrastate  rates  and  practices  of  common  carriers. 

As  the  rights  of  the  States  will  be  eliminated  under  future  private 
control,  then  the  doctrine  of  State  rights  is  no  longer  an  issue  in  the 
solution  of  the  railroad  question. 

Repeal  of  the  antitrust  act:  Again,  the  Sherman  antitrust  act  must 
be  repealed  as  it  applies  to  railroads.  All  agree  that  competitive 
conditions  in  matters  of  transportation  must  be  eliminated,  as  they 
result  in  an  economic  waste.  This  being  true,  all  the  competing 
raih'oads  of  the  country  will  be  permitted  to  consolidate.  Now, 
under  any  rule  of  government,  as  the  power  of  the  private  monopoly 
increases  the  power  of  the  Government  to  regulate  the  activities  of 
the  private  monopoly  should  also  increase.     But  "the  sound  business 
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thought  of  the  country"  is  to  the  contrary;  for  just  when  the  power 
of  the  private  monopoly  will  he  made  complete,  48  States  will  be 
deprived  of  any  right  to  regulate  the  private  monopoly.  Such  will 
be  the  futm-e  of  the  country  when  the  carriers  are  retiu-ned  to  private 
ownership  under  the  plans  pro})osed  by  ''the  sound  business  thought 
of  the  country." 

The  congestion  of  1916,  1917,  and  1918:  It  would  be  really  interest- 
ing to  know  all  the  contributing  causes  creating  freight  congestion  in 
1916.  In  1916  just  how  much  of  the  congestion  was  real  and  how 
much  artificially  created,  the  public  may  never  know;  but  be  that  as 
it  may,  the  wolf  actually  came  in  1917  and  1918.  This  much  is 
known,  that  in  1916  the  carriers  were  preparing  their  case  before 
the  country.  They  were  advertising  far  and  wide  both  real  and 
imaginary  calamities.  As  an  evidence  of  this,  I  cite  as  part  of  my 
testimony  an  article  which  I  AVTote  entitled  "  Whv  Railroads  Demand 
Federal  Incorporation,"  and  I  ask  that  it  be  placed  in  the  record. 
This  was  published  in  the  Utilities  Magazine,  July,  1917,  pages 
8  to  17,  inclusive. 

(The  article  above  referred  to  appears  in  full  below,  as  follows:) 

Why  Railroads  Demand  Federal  Incorporation. 

[By  liaurence  B.  Finn,  chairman,  Kentucky  Railroad  Commission,  president  National  Association  Rail- 
way Commissioners  (1914).] 

Railroads,  generally  speaking,  are  the  creatures  of  the  States.  Their  charters 
declare  that  they  are  public  highways  and  they  exercise  governmental  functions, 
being  endowed  with  the  right  of  eminent  domain. 

Railroads,  like  other  public  highways,  can  be  operated  in  two  ways. 

First.  By  general  taxation;  pro\dding  a  fund  to  acquire  the  highway  and  collecting 
tolls  or  taxes  for  proper  maintenance  and  operation. 

Second.  By  granting  to  indi\'iduals  charters  which  pri\dlege  them  to  collect  suffi- 
cient tolls  from  those  who  use  the  public  highway  to  maintain  and  operate  the  road 
and  to  pay  a  fair  return  on  the  private  capital  invested  in  the  construction  of  the 
highway.  This  is  commonly  known  as  the  tollgate  system,  which  is  analogous  to  the 
present  plan  of  operating  railroad  companies. 

Under  a  joint  resolution  of  Congress  a  general  investigation  is  being  conducted  on 
the  subject  of  railroads  by  a  special  committee  of  the  Senate  and  House.  Before  this 
committee  the  plans  of  common  carriers  have  been  disclosed.  Their  paramount 
desire  is  a  Federal  incorporation  act — supposedly  a  general  Federal  statute  under 
which  all  railroad  corporations  shall  be  recreated — thus  surrendering  their  State 
charters  and  thereby  being  relieved  of  whatever  duties  or  restrictions  contained  in  the 
constitutions  and  laws  of  the  several  States  that  are  not  acceptable  to  the  carriers. 

The  real  object  of  the  carriers  in  making  this  demand  is  seldom  mentioned  and  not 
generally  known.     This  article  proposes  to  disclose  the  motive. 

The  representatives  of  carriers  claim  that  the  purpose  of  the  plan  ie  to  be  relieved  of 
conflicting  State  laws,  as  well  as  the  conflict  which  they  allege  exists  between  the 
State  and  Federal  Governments,  the  catch  phrase  coined  for  the  occasion  being  "We 
live  vmder  48  different  masters,  we  need  only  one." 

In  an  article  of  reasonable  length  it  will  be  impossible  to  expose  all  the  fallacies  of 
railroad  representatives  advanced  in  support  of  their  plan.  Naturally  our  attention 
should  be  directed  largely  to  the  arguments  advanced  by  Col.  Alfred  P.  Thom,  the 
eminent  lawyer  representing  the  Railway  Executives'  Advisory  Committee,  which 
in  turn  represents  the  railroads  constituting  84  per  cent  of  all  railroad  mileage  in  the 
Nation.  To  this  affable  and  persuasive  gentleman,  personally  known  to  practically 
all  of  the  Representatives  and  Senators  and  departments  of  the  Federal  Government, 
the  railroads  assigned  the  task  of  presenting  their  plans  and  pleas  to  the  Senate  and 
House  Committee. 

Stenographic  reports  of  the  hearings  before  the  Joint  Committee  on  Interstate  and 
Foreign  Commerce  have  been  printed  by  the  department  at  Washington,  and  a  sjiiop- 
sis  of  all  the  testimony  given  before  this  committee  has  been  issued  in  bulletins  com- 
piled by  the  Railway  Executives'  Advisory  Committee.  From  these  printed  docu- 
ments the  plans  of  the  carriers  are  accurately  obtained  and  form  the  basis  fbr  thii 
discussion. 
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To  justify  the  demands  of  common  carriers  for  a  Federal  incorporation  act  many- 
imaginary  ills  are  alleged  from  which  the  carriers  claim  they  should  be  relieved. 
The  public  also  are  told  that  car  shortage,  inadequate  services  and  facilities,  and  lack 
of  railroad  construction  are  all  due  to  "the  dual  system  of  regulation;"  and  like  the 
patent  medicine  vendor.  Trho  guarantees  his  drug  as  a  panacea  for  all  ills,  railroad 
representatives  offer  "  Federal  incorporation  "  as  a  remedy  for  all  complaints  registered 
by  the  general  public,  and  a  guarantee  to  railroad  capitalists  of  increased  revenues 
and  lower  taxes. 

From  the  widespread  nature  of  the  business  conducted  by  railroads,  together  with 
their  entangling  alliances  with  banks,  insurance  companies,  and  great  industrial  cor- 
porations, assisted  by  a  well-organized  press,  it  is  within  the  power  of  those  who 
control  railroad  policies  to  create  conditions  affecting  the  welfare  of  the  nation  and 
then  use  the  resulting  effect  as  a  basis  for  demanding  coveted  concessions  from  the 
public.  Prof.  Elliott  says  that  those  whom  the  carriers'  business  affects,  counting 
employees,  stockholders,  policyholders  in  companies  whose  assets  consist  of  railroad 
securities,  etc.,  together  •ndth  other  allied  interests,  comprise  about  60.000,000  people. 
In  fact  100,000,000  of  people  are  vitally  affected  by  the  conduct  and  business  of  the 
railroads  of  this  country. 

THE    PUBLIC    INTERE.ST   IN    FAIR    RAILWAY    RATES. 

The  truth  is,  the  necessity  of  railroads  to  the  happiness,  convenience,  and  com- 
merce of  the  country  has  not  yet  been  fully  realized  and  their  relationship  to  the 
public  is  frequently  misstated.  "The  prosperity  of  the  railroads  and  the  prosperity 
of  the  countrv,"  said  President  Wilson,  "are  inseparably  connected."  Properly 
interpreted  this  statement  is  true:  but,  when  misconstrued,  it  ascribes  to  railroads  the 
originators  of  prosperity.  Prosperity  does  not  begin  or  end  with  the  prosperity  of 
common  carriers.  They  are  simply  the  thermometers  registering  the  activity  of 
business.  High  freight  rates,  which  create  a  great  surplus  for  railroads,  do  not  create 
prosperity  for  the  nation.  The  exchange  of  commodities  creates  business.  As  this 
exchange  is  performed  through  the  service  of  railroads,  the  railroads'  business  meas- 
ures the  prosperity  of  the  country. 

The  source  and  origin  of  prosperity  should  always  be  kept  in  mind.  Like  all  things 
constructed,  it  must  have  a  foundation,  and  no  structure  is  complete  without  a  super- 
structure. The  toiling  masses  are  the  foundation  of  prosperity.  Capital  assembled 
or  concentrated  in  the  development  of  enterprises  is  the  superstructure.  Capital  and 
labor  both  have  their  proper  serAdces  to  perform,  and  if  properly  applied  work  together 
for  the  good  of  all  mankind ;  but  a  wise  builder  considers  first  the  foundation.  Labor, 
the  foundation  of  prosperity,  produces  the  commodities.  By  the  exchange  of  these 
commodities  labor  receives  its  reward.  Any  unnecessary  burden  placed  upon  the 
exchange  deprives  labor  of  its  just  reward  and  destroys  the  foundation  of  prosperity. 

The  functions  of  railroads  are  of  such  public  necessity  and  prime  importance  that 
business  adversity,  labor  disputes,  strikes,  wars,  and  famines  should  no  more  retard 
the  wheels  of  transportation  than  should  such  calamities  retard  the  wheels  of  the 
Government. 

A  very  subtle  argument  was  made  by  Col.  Alfred  P.  Thom  before  the  Senate  and 
House  committees: 

"The  first  consideration  of  the  public,"  said  he,  "is  to  obtain  transportation  facili- 
ties. What  the  cost  is,  is  in  reality  a  secondary  consideration.  This  is  illustrated 
by  the  sentiment  of  the  country  last  summer,  when  it  was  menaced  by  the  prospect 
of  an  entire  suspension  of  transportation,  when  business  men  would  haA'e  been  willing 
to  pay  almost  anything  to  get  their  goods  to  market. ' ' 

Thus  the  railroad  representatives  would  have  the  public  consider  the  cost  paid  for 
transportation  from  the  same  standpoint  that  a  drowning  man  would  estimate  the 
price  of  a  floating  log.  Upon  such  an  occasion  the  value  of  the  log  could  not  be  esti- 
mated :  but  the  circumstance  should  neither  fix  the  customary  price  for  logs  nor  neces- 
sitate the  conclusion  that  the  cost  of  lumber  was  of  no  consequence  to  the  public. 

But  if  the  carriers  can  once  impress  the  public  that  transportation  charges  are  of 
no  consequence  to  the  public,  they  have  won  their  case. 

In  fact,  a  few  large  shippers  declare  that  the  freight  rate  is  of  no  consequence  to 
them  so  long  as  they  are  placed  upon  an  equality  with  their  competitors;  but  they 
fail  to  catch  the  \ision  from  the  broader  standpoint  of  the  interested  public.  A  large 
majority  of  the  pubUc  neither  own  railroad  securities  nor  contract  directly  for  trans- 
portation: yet  their  interest  in  freight  rates  is  the  all-important  feature  connected 
with  this  great  question. 

The  public  buys  from  some  one  who  pays  the  freight.  The  public  sells  to  some 
one  who  pays  the  freight.     WTien  the  public  buys  from  the  man  who  pays  the 
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frei,Q:ht,  the  freight  is  added;  when  the  public  sells  to  the  man  who  pays  the 
freight,  the  freight  is  deducted  While  the  freight  rate  is  small  when  itemized 
into  individual  contributions,  it  must  be  remembered  that  100,000,000  people  are 
contributing  their  mite  to  the  success  of  various  industries  and  public  under- 
takings, and  unless  these  mites  are  justly  distributed  the  stream  of  wealth  will  be 
diverted  from  its  natural  flow.  The  coffers  of  some  industries  will  overflow,  while 
others  will  be  empty.  As  drops  of  water  make  the  ocean,  so  do  these  mites  contrib- 
uted by  millions  of  people  create  a  sea  of  wealth,  and  the  inequitable  distribution  of 
profits  is  the  source  of  all  our  economic  ills.  Just  prior  to  the  European  war  railroad 
securities  had  absorbed  almost  one-sixth  of  the  accumulated  wealth  of  the  Nation, 

CONFLICTING   LAWS. 

Characteristic  of  the  inaccurate  information  upon  which  the  public  is  asked  to  make 
up  its  mind  on  transportation  problems,  I  quote  an  extract  from  an  article  in  the 
Review  of  Reviews  of  September,  1914,  wiitten  by  Mr.  Harrington  Emerson.  The 
editor  of  the  Review  of  Reviews  qualifies  Mr.  Emerson  as  authority  on  the  subject 
by  stating  that  "his  con\dctions  concerning  the  possibility  of  efficient  organization 
of  railroad  operations  have  been  given  the  widest  publicity  by  Mr.  Brandeis  "  (now 
Justice  Brandeis,  of  the  Supreme  Court  of  the  United  States).     Said  Mr.  Emerson: 

"The  question  as  to  the  necessity  or  desirability  of  all  the  flood  of  restrictive  meas- 
ures that  have  become  laws  is  not  involved.  The  burden  remains.  It  adds  to  the 
expenses  when  locomotives  can  not  cross  a  State  line  or  when  the  equipment  of  a 
passenger  car  differs  in  every  State  through  which  the  car  runs.  These  multitudinous 
restrictions  have  the  same  general  effect  upon  railroad  finances  that  the  hookworm 
parasite  has  on  human  beings.  One  hookworm  would  "not  count,  100,000  are 
depleting." 

As  chairman  of  the  committee  on  State  and  Federal  legislation  of  the  National 
Association  of  Railway  Commissioners  I  have  concluded  a  thorough  investigation 
of  all  the  State  laws  relating  to  transportation  companies  and  such  a  condition  as 
is  assumed  by  the  statement  of  Mr.  Emerson  does  not  exist.  In  fact  the  Supreme 
Court  of  the  United  States  in  the  case  of  the  South  Covington  &  Cincinnati  Street 
Railway  Co.,  plaintiffs  in  error,  v.  The  City  of  Covington,  decided  January  5,  1915, 
expressly  enunciates  principles  positively  prohibiting  such  a  condition  as  is  described 
by  Mr.  Emerson.  Note  tliis  extract  from  the  opinion  in  speaking  of  a  city  ordinance 
attempting  to  regulate  the  equipment  of  a  street  car  company  which  served  both 
Cincinnati,  Ohio,  and  Covington,  Ky. : 

"If  Covington  can  regulate  these  matters  Cincinnati  certainly  can  and  interstate 
business  might  be  impeded  by  conflicting  and  varjdng  regulations  in  this  respect 
with  which  it  might  be  impossible  to  comply.  On  one  side  of  the  river  one  set  of 
regulations  might  be  enforced  and  on  the  other  side  quite  a  different  set  and  both 
seeking  to  control  a  practically  continuous  movement  of  cars." 

As  was  said  in  Hall  v.  DeCuir  (95  U.  S.,  485):  "Commerce  can  not  floiurish  in  the 
midst  of  such  embarrassments." 

As  the  Supreme  Coiu-t  has  held  that  State  laws  can  not  interfere  ^vith  interstate 
commerce  by  unreasonable  rules  relating  to  the  physical  equipment  of  transportation 
companies,  so  the  phantom,  "that  locomotives  can  not  cross  State  lines"  and  that 
"passenger  coaches  differ  in  every  State  through  which  the  car  runs,"  vanishes. 

We  will  next  investigate  to  what  extent  State  regulation  of  rates  affects  the  revenues 
of  carriers. 

STATE    REGULATION    OF   INTRASTATE    RATES. 

It  must  be  borne  in  mind  that  the  rates,  subject  to  the  unrestricted  regulation  of  the 
several  States,  constitute  less  than  10  per  cent  and  possibly  not  more  than  5  per 
cent  of  the  total  amount  of  business  done  by  common  carriers.  This  is  the  statement 
of  railroad  representatives.  Therefore,  if  the  regulation  of  State  rates  causes  disaster 
this  disaster  is  the  result  of  State  commissions  reducing  intrastate  rates  with  such 
moderation  that  the  State  rates  can  not  be  established  by  the  carriers  as  being  con- 
fiscatory; for  if  a  rate  is  reduced  so  low  that  it  is  confiscatory  the  courts  Avill  set  it  aside. 
Therefore,  only  nonconfiscatory  rates,  established  by  State  commissions  comprising 
not  more  than  2^  per  cent  of  the  carriers'  business  (for  more  than  50  per  cent  of  the 
State  rates  are  voluntarily  established  by  carriers),  are  charged  with  being  responsible 
for  car  shortage,  inadequate  services  and  facilities,  and  a  cessation  of  raiboad  con- 
struction.    To  state  the  proposition  refutes  the  claim. 
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SOME   MORE    OF   COL.    THOM. 

An  impressive  statement  made  liy  Col.  Thorn  in  his  argument  before  the  Senate 
and  House  comniittee.s  and  frequently  repeated  in  his  public  addre.sses  and  magazine 
articles  is  to  tlie  effect: 

"That  the  present  system  of  governmental  regulation  of  common  carriers  had  its 
genesis  in  the  abuses  of  the  past  and  is  based  on  the  principles  of  repression,  correction^ 
and  punishment,  rather  than  on  constructive  principles.  The  conflict  between  the 
theory  that  railroads  were  private  enterprises  and  the  theory  of  the  public  character  of 
the  instrumentalities  of  commerce  was  a  victory  won  in  anger,  and  the  terms  which 
were  imposed  were  the  terms  of  the  victor  upon  the  vanquished.  " 

The  terms  imposed  "  by  the  victor  over  the  vanquished,  "  so  dramatically  described 
by  Col.  Thom,  were  contained  in  the  interstate  commerce  act  of  April,  1887;  but  the 
dramatic  effect  of  the  statement  is  lost  by  being  unfortunately  staged;  for  the  act  of 
1887  was  so  emasculated  by  the  Federal  courts  that  it  necessitated  the  comparatively 
recent  amendments  of  the  Hepbuin  Act  of  1906  and  the  Mann-Elkins  Act  of  1910  to 
clothe  the  Interstate  Commerce  Commlsaion  with  sufficient  authority  to  jutify  its 
existence  as  a  regulating  board. 

RAILROAD   CONSTRUCTION. 

State  regulation  of  common  carriers  has  been  charged  as  the  direct  cause  of  a  lack 
of  railroad  construction.  From  Bulletin  No.  2,  issued  by  the  railway  executives' 
advisory  committee,  we  lift  the  following  extract: 

"Mr.  Thom  showed  that  while  New  Jersey  has  31  miles  of  railroad  per  100  square 
miles  of  territory,  the  average  for  the  United  States  is  only  8.53  miles  and  in  Idaho 
there  are  only  3.35  miles  per  100  square  miles.  Pointing  to  a  large  map  of  Idaho, 
he  showed  the  territory  in  that  State  containing  a  vast  wealth  of  agricultural  and 
mineral  lands  as  yet  untouched. 

'"Less  than  33  per  cent  of  the  resources  of  the  State  now  have  railroad  facilities/ 
Mr.  Thom  said." 

All  such  statements  must  be  analyzed  with  their  relation  to  the  demand  of  common 
carriers,  to  wit:  The  elimination  of  State  control  and  regulation;  for  conditions  com- 
plained of  are  not  pertinent,  unless  they  are  the  result  of  "the  dual  system  of  regu- 
lation." 

Now,  Wyoming,  which  joins  Idaho,  is  one  of  the  States  that  never  had  a  railroad 
commission  until  1916;  and  which  has  never  attempted  to  exercise  any  regulation  or 
control  over  common  carriers.  Idaho  (with  State  regulation)  has  2.748  miles  of 
railroad  and  83,888  square  miles  of  territory;  while  Wyoming  (without  State  regu- 
lation) has  97,914  square  miles  of  territory  and  only  1,820  miles  of  railroad. 

Carriers  advertise  the  fact  that  in  1916  there  were  only  1.000  miles  of  railroad  built 
in  the  United  States,  If  this  is  true,  the  State  of  California,  which  has  the  most 
complete  and  effective  system  of  State  regulation  of  any  State  in  the  Nation,  can 
claim  the  credit  of  having  constructed  within  its  borders  one-fifth  of  the  entire  mileage 
built  in  the  United  States  in  the  year  1916. 

INSOLVENCY  OF  RAILROADS. 

The  carriers  have  widely  advertised  the  insolvency  of  the  railroads  as  a  basis  for 
demanding  the  elimination  of  State  regulation.  Arguments  before  the  Senate  and 
House  committees  and  articles  in  newspapers  and  magazines  friendly  to  railroad 
companies  proclaim  that  the  insolvency  of  the  railroads  of  the  country  is  conclusive 
evidence  that  the  "dual  system  of  regulation"  must  cease  and  that  freight  rates  must 
be  increased. 

On  June  30,  1915  (the  latest  statistical  reports  available),  85  railroads,  representing 
23,834  miles  of  road,  were  in  the  hands  of  the  receiver.  The  total  railroad  mileage 
in  the  United  States  is  about  253,000.  Some  of  these  roads  which  are  in  the  hands  of 
the  receiver  have  been  investigated  and  the  cause  of  their  insolvency  exposed ;  notably 
the  Rock  Island  with  5,366  miles  and  the  Frisco  with  3,522  miles  of  road.  These 
two  roads,  comprising  one-third  of  the  mileage  of  the  insolvent  railroads  in  the  United 
States,  met  their  disaster  under  such  circumstances  that  the  public  conscience  was 
•ehocked  by  the  exposure  of  the  fraud  and  corruption  which  brought  about  their  ruin. 

No  railroad  representative  can  cite,  or  has  cited,  to  a  single  road  that  is  now  in  the 
hands  of  the  receiver  in  which  a  public  investigation  was  held  where  any  testimony 
was  produced  to  the  effect  that  the  insolvency  of  the  road  was  due  to  State  or  Federal 
regulation  or  control.  The  two  largest  roads  in  the  hands  of  the  receiver  above  men- 
tioned became  insolvent  manifestly  from  lack  of  governmental  regulation  and 
supervision. 
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Of  the  85  roads  in  the  hands  of  the  receiver  there  are  55,  each  of  which  is  less  than 
100  miles  in  length.  If  to  the  roads  above  mentioned,  there  is  added  the  mileage 
of  the  Pere  Marquette  ^  (1,792)  which  had  issued  $28,500,000  in  stocks,  common  and 
preferred,  and  which  in  addition  thereto  had  created  an  indebtedness  of  $90,854,809 
at  the  time  it  went  into  the  hands  of  the  receiver;  and  the  mileage  of  the  Chicago  & 
Eastern  Illinois  Railroad  Co.  (1,005)  which  had  outstanding  common  and  preferred 
stocks  of  $25,817,800  and  had  inciured  an  indebtedness  of  $70,072,200  at  the  time  it 
went  into  the  hands  of  the  receiver;  and  the  mileage  of  the  Wabash  Railroad  Co. 
(1,951)  which  had  outstanding  common  and  preferred  stock  of  $92,400,427  and  had 
incurred  an  indebtedness  of  $126,110,107  at  the  time  it  went  into  the  hands  of  the 
receiver;  and  the  mileage  of  the  Western  Pacific  Railroad  Co.  (942)  which  had  issued 
common  and  preferred  stock  to  the  amount  of  $75,000,000  and  had  incurred  an 
indebtedness  of  $92,923,370  at  the  time  it  went  into  the  hands  of  the  receiver;  we  find 
that  only  23  roads  will  remain,  representing  7,178  miles.  The  success  of  a  short-line 
road  usually  depends  upon  its  contract  with  the  trunk  line  with  which  it  connects, 
hence  the  receivership  of  so  many  of  the  short-line  roads.  With  this  record  can  "the 
dual  system  ol  regulation  "  be  charged  mth  the  insolvency  of  the  roads  in  the  handa 
of  the  receivers? 

THE  REVENUES  OF  THE  CARRIERS. 

In  Col.  Thorn's  statement  before  the  joint  committee  of  Congress  his  attitude  con- 
cerning freight  rates,  as  the  subject  relates  to  the  demand  of  common  carriers  to  be 
relieved  from  State  regulation  and  control,  is  not  quite  clear.  From  Bulletin  No.  6 
we  lift  the  following  extract  taken  from  Mr.  Thom's  statement: 

"  Not  one  cent  of  revenue  is  to  come  to  the  railroads  from  this  investigation.  This 
is  not  a  rate  hearing.  This  is  a  question  whether  you  are  to  allow  a  reorganization 
that  will  allow  us  to  meet  unprosperous  years  as  well  as  the  prosperous.  We  ought 
not  to  wait  for  a  time  of  disaster  to  seek  a  method  of  relief  from  disaster. " 

From  Bulletin  No.  3  we  take  the  following: 

"We  all  know,"  said  Col.  Thom,  "that  the  courts  have  been  full  of  cases  where 
State-made  systems  of  rates  have  been  attacked  because  the  railroads  regarded  that 
they  did  not  escape  the  line  of  confiscation,  but  that  they  were  actually  confiscatory 
in  their  character.  We  all  recognize  the  fact  that  the  cases  which  have  charged 
confiscation  in  this  country  have  been  almost  entirely  cases  in  regard  to  State-made 
systems  of  rates  and  seldom  in  regard  to  Nation-made  systems. " 

THE   carriers'    SHELL   GAME. 

For  a  definition  of  shell  game  the  reader  is  referred  to  Webster.  Its  victims  are 
secured  by  the  apparent  fairness  of  the  game  but  the  ball  is  always  under  the  other 
shell,  to  the  profit  of  the  operator.  Through  the  skill  of  the  best  talent  obtainable  the 
railroads'  pleas  to  the  public  are  always  plausible,  assuming  their  statements  to  be 
correct.  Nevertheless,  if  the  facts  develop  a  contrary  premise  they  still  insist  upon 
the  same  conclusion,  to  wit:  That  freight  rates  should  be  raised.  As  in  the  shell 
game,  it  does  not  matter  which  shell  you  choose,  you  lose.  So  with  the  railroads,  it 
does  not  matter  what  facts  are  developed,  rates  should  be  raised. 

Just  prior  to  the  Eiuopean  war  the  eastern  carriers  made  a  demand  before  the 
Federal  commission  for  an  increase  in  freight  rates  based  upon  the  allegation  that 
they  needed  more  revenue  to  purchase  sufficient  equipment  to  handle  the  enormous 
business  which  the  growing  commerce  of  the  country  required.  Their  demands  did 
not  meet  with  success.  Within  a  short  time  thereafter  the  European  war  arose  and 
their  demands  were  renewed,  based  upon  the  allegation  that  business  depression 
created  by  the  war  had  stopped  traffic  and  depleted  their  revenues.  Thus  we  see 
the  carriers  alleging  that  they  had  too  much  business;  subsequently,  that  they  had 
too  little  business;  and  yet  both  allegations  resulted  in  the  same  demand  for  an  increase 
in  freight  rates.  Their  second  demand  proved  quite  profitable;  but  was  granted 
under  conditions  aptly  described  by  Commissioner  Clements  in  his  dissenting  opinion 
found  in  volume  32,  page  337,  Interstate  Commerce  Commission  Reports: 

"I  am  not  aware  of  any  prior  case  in  which  this  commission,  or  any  court,  has  held 
tHat  the  need  by  a  carrier  of  money  was  of  itself  proof  of  the  reasonableness  of  a  specific 
rate,  or  body  of  rates,  increased  to  meet  such  need.     The  commission  has  repeatedly 

1  Since  the  above  article  was  written  the  Interstate  Commerce  Commission  has  conchided  its  report 
concernina;  the  faikire  of  the  Pere  Marquette.  The  report  is  a  stronsj  indictment  against  the  financiers  who 
made  the  consoHdation  with  the  C.  H.  &  T>.  and  thereafter  unloaicd  on  (he  B.  i*^  O.  at  a  loss  of  fifteen 
million  nine  hundred  thousand,  notwithstanding  the  fact  that  the  company's  comptroller  disclosed  its 
"hopeless  condition."  It  was  the  aim  of  Morgan  cC-  Co.  to  show  that  they  "did  not  know"  the  actual 
condition  of  the  C.  H.  &  D.:  hut  the  commission's  report  disposes  of  the  Morgan  contention  in  the  following 
Statement:  "We  have  stated  in  detail  the  many  facts  of  record  to  the  contrary." 
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held  that  the  commercial  necessities  or  interests  of  a  particular  shipper,  community, 
or  kind  of  industry,  considered  alone,  afford  no  basis  for  the  reduction  of  rates,  and 
that  it  can  not  in  any  case  reduce  the  same  except  upon  an  affirmative  showing  of 
unreasonableness,  after  full  hearing.  In  any  consideraible  group  of  carriers  there  are 
probably  always  some  that  are  in  need  of  more  money  than  tney  earn,  when  such 
need  is  tested  by  their  obligations,  or  the  disposition  oi  the  proceeds  thereof.  If  the 
basis  of  the  conclusions  of  the  majority  of  the  commission  sanctioning  these  rates  in 
trunk-line  territory  is  sound,  and  points  to  the  rule  of  action  for  the  future,  the  biurden 
placed  by  the  law  upon  the  carriers  to  justify  increases  in  rates  is  indeed  made  light 
and  easy  to  carry,  especially  when  by  concerted  action  a  group  of  carriers,  some  strong 
and  some  weak,  simultaneously  propose  to  increase  the  great  body  of  their  rates. 

"If  the  legislative  authority  of  the  commission  is  as  broad  and  unrestricted  as  this, 
then  I  must  confess  that  I  have  gravely  misunderstood  the  limitations  upon  our 
statutory  authority  as  well  as  the  constitutional  power  of  Congress  to  delegate  its 
legislative  power." 

THE   PROSPERITY   OP  THE   CARRIERS. 

The  prosperity  of  common  carriers  is  eloquently  proclaimed  by  the  following  table 
which  shows  the  incomes  available  for  dividends  earned  by  the  railroads  named  in 
the  fiscal  years  of  1915  and  1916: 

Union  Pacific,  1915,  11  per  cent;  1916,  15.65  per  cent.  This  road  has  11  masters; 
it  runs  through  10  States. 

Southern  Pacific,  1915,  7.2  per  cent;  1916,  11  per  cent.  This  road  has  9  masters;  it 
rune  through  8  States. 

Atchison,  1915,  9.2  per  cent;  1916,  12.3  per  cent.  This  road  has  14  masters;  it  runs 
through  13  States. 

Northern  Pacific,  1915,  7.58  per  cent;  1916,  10.47  per  cent.  This  road  has  8  masters; 
it  runs  through  7  States. 

Chicago  &  St.  Paul,  1915,  7.71  per  cent;  1916,  11.97  per  cent.  This  road  has  12  mas- 
ters; it  runs  through  11  States. 

North  Western,  1915,  7.55  per  cent;  1916,  11.4  per  cent.  This  road  has  8  masters; 
it  runs  through  7  States. 

The  "Soo  Line,"  otherwise  known  as  the  Minneapolis,  St.  Paul  &  Sault  Ste  Marie 
Railway,  1915,  7.87  per  cent;  1916,  16.3  per  cent.  This  road  has  11  masters;  it  runs 
through  7  States. 

Illinois  Central,  1915,  6.27  per  cent;  1916,  10.8  per  cent.  This  road  has  14  masters; 
it  runs  through  13  States. 

L.  &  N.,  1915,  6.8  per  cent;  1916,  19.4  per  cent.  This  road  has  13  masters;  it  runs 
through  12  States. 

Pennsylvania,  1915,  8.5  per  cent;  1916,  11  per  cent.  This  road  has  14  masters;  it 
runs  through  13  States  and  the  District  of  Columbia. 

This  list  could  be  multiplied  indefinitely  showing  the  enormous  surplus  available 
for  dividends  earned  by  the  railroads  of  the  country  under  "the  dual  system  of  regu- 
lation," concerning  which  they  complain. 

A  recent  daily  paper  publishing  the  business  outlook  of  the  country  received  a 
telegram  from  New  York  containing  the  following  letter: 

"Considering  the  tremendous  gross  and  net  earnings  of  the  railroads  it  seems  little 
short  of  malicious  toward  the  stockholders  the  way  railroad  managers,  backed  up 
by  some  newspapers,  try  to  destroy  the  market  for  railroad  securities  in  order  to 
influence  by  outward  show  the  Interstate  Commerce  Commission  into  giving  higher 
rates  to  the  roads. 

"Judged  not  by  any  off  month,  but  by  earnings  over  several  months,  the  railroads 
are  making  more  net  profits  than  many  other  lines  of  business." 

THE   PULL-CREW   LAW. 

While  many  generalities  are  indulged  in  by  the  representatives  of  carriers  alleging 
disaster  to  railroad  companies  as  a  result  of  State  control,  but  one  State  law  has  been 
specified  and  criticized  as  contributing  to  this  alleged  condition.  We  lift  an  extract 
from  the  second  page  of  Bulletin  No.  3,  issued  November  25,  1916,  by  the  railway 
executives'  advisory  committee,  which  contains  the  following  statement  from  Col. 
Thom: 

"  'Extra-crew'  laws  cost  $1,700,000  a  year:  The  action  of  the  States  of  Pennsj-lvania 
and  New  Jersey  in  passing  '  extra-crew '  laws  was  mentioned  as  a  further  example  of 
burdens  imposed  by  State  legislation  upon  the  commerce  of  other  States. 

"The  results  of  the  action  of  New  Jersey  and  Pennsylvania,"  said  ^Ir.  Thom,  "is 
to  impose  an  annual  charge  upon  the  railroads  amounting  to  $1,700,000  a  year,  which  is 
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interest  at  5  per  cent  on  $34,000,000.  The  commerce  of  those  States  does  not  pay  that 
charge.  It  pays  only  their  proportion  of  it.  The  commerce  of  Ohio,  Indiana,  and 
Illinois  and  of  Delaware,  Maryland,  and  West  Virginia  is  called  upon  to  contribute." 

It  must  bo  kept  in  mind  that  this  criticism  of  the  authority  of  the  States  to  pass  a 
full-crew  law,  as  it  relates  to  the  plans  of  the  railroads,  carries  with  it  the  presumption 
that  by  a  Federal  incorporation  act  either  the  Federal  commission  or  Congress  will 
repeal  such  laws;  and  that  the  carriers  will  be  privileged  to  operate  trains  with  what- 
ever crews  they  please. 

"VMien  the  President  was  governor  of  New  Jersey  in  1912  he  urged  the  legislature  to 
pass  a  full-crew  law  in  the  following  message: 

"I  recommend,  moreover,  the  passage  at  an  early  date  of  an  act  requiring  railroads 
operating  in  this  State  to  provide  their  trains  with  adequate  crews.  Our  sister  State 
of  Pennsylvania  has  adopted  legislation  of  this  kind,  and  the  railways  whose  lines 
cross  Pennsylvania  into  New  Jersey  actually  carry  full  crews  to  the  border  of  this 
State  and  then  send  their  trains  on  through  New  Jersey  with  diminished  crews  to  the 
jeopardy,  as  I  l)olieve,  of  life  and  property,  requiring  more  of  the  small  crew  than  it 
can  safely  and  thoroughly  do." 

In  the  State  of  Pennsylvania  the  railroads  succeeded  in  having  the  legislature  repeal 
the  full-crew  law.  Gov.  Martin  G.  Brumbaugh  gave  the  following  reasons  for  vetoing 
"the  repealer": 

"There  has  been  much  discussion  of  this  bill.  An  extensive  and  systematic  pub- 
licity campaign  was  inaugurated  to  secure  its  passage.  The  members  of  the  legis- 
lature, so  they  inform  me,  were  subjected  to  the  pleadings  of  a  large  and  persistent 
lobby  imtil  the  bill  had  passed.  Thousands  of  letters  and  other  literature  came  to 
them  and  to  the  executive.  Employees  in  the  offices  of  one  corporation  stated  to  me 
frankly  that  they  were  very  anxiously  working  for  the  repealer  because  as  one — their 
spokesman — put  it,  '  If  we  help  the  company  get  this  repealer  we  Avill  get  an  increase 
of  salary.' 

"  All  the  discussion  of  this  question  seemed  to  indicate  to  the  public  mind  that  there 
are  now  under  law  a  great  army  of  unnecessary  employees  carried  on  the  trains.  As  a 
matter  of  fact  there  is  only  one  additional  employee  required  by  the  present  law 
above  the  number  necessarily  and  -willingly  c:arried  by  the  company.  This  one  extra 
man  had  caused  all  this  discussion  and  legislation.  To  this  statement  the  companies 
assent  quite  as  freely  as  do  the  employees.  This  one  man  is  then  the  significant  factor. 
The  companies  assert  that  he  is  not  needed ;  the  employees  assert  that  he  is. 

"Within  one  year  the  railroad  companies  secured  an  increased  freight  rate  by 
action  of  the  Interstate  Commerce  Commission.  A  potential  argument  of  the  com- 
panies for  this  increase  was  the  fact  that  the  full-crew  law  added  to  the  expense  of 
operating  their  ser\dce.  They  had  scarcely  secured  the  increased  rate  until  steps 
were  taken  to  repeal  the  law  requiring  this  full-crew." 

Arkansas,  Arizona,  California,  Indiana,  Maine,  Maryland,  Massachusetts,  Nebraska, 
New  Jersey,  New  York,  North  Dakota,  Ohio,  Oregon,  Pennsylvania,  South  Carolina, 
Texas,  Washington,  and  Wisconsin  have  passed  laws  pro\dding  for  a  sufficiency  of 
crews. 

FULL-CREW    L.\W    AN    ASSET,   NOT    A    LIABILITY. 

In  New  York  the  full-crew  law  became  operative  in  1914.  The  number  of  accidents 
in  the  year  1913,  prior  to  the  enactment  of  the  full-crew  law,  amounted  to  7,626.  In 
1915,  the  accidents  were  reduced  to  4,981.  In  1913,  51  passengers  were  killed;  in 
1915,  9.  In  1913,  the^re  were  1,748  passengers  injured;  in  1915,  only  833.  The  number 
of  employees  killed  in  1913  were  250;  in  1915,  142.  The  number  of  employees  injured 
in  1913  were  3,760;  in  1915,  2,114. 

If  the  average  damage  paid  to  each  passenger  injured  amounted  to  $500,  and  the 
number  was  reduced  by  915,  the  sum  saved  would  amount  to  $457,500.  If  the  employ- 
ees killed  were  reduced  by  108  and  $4,000  are  allowed  in  each  case  on  the  basis  of  the 
workingmen's  compensation  law  as  damages  for  the  death  of  each  employee,  the 
amount  saved  would  amount  to  $432,000.  Injured  employees  were  reduced  by  the 
number  of  1,616.  Allowing  $500  for  each  injured  employee,  the  sum  saved  would 
amount  to  $808,800,  making  a  total  saving  in  the  items  mentioned  of  $1,897,500,  not 
counting  the  amount  of  property  saved  by  eliminating  railroad  accidents. 

The  public-serA-ice  commission  of  the  second  district  of  New  York  in  their  ninth 
annual  report  state  in  connection  with  this  reduction  of  deaths  and  accidents  "that 
a  small  part  of  this  reduction  is  not  attributable  to  the  decreased  train  mileage,  but 
rather  to  increased  efficiency  and  watchfulness  of  employees." 

Thus  we  have  overwhelming  evidence  that  the  one  State  policy  which  is  most  criti- 
cized is  essential,  that  the  President  ha.«  advocated  it,  and  that  i(  results  in  economy 
to  the  carriers  and  saAcs  manv  lives. 
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TUK    PRESS. 

The  facts  about  railroads  do  not  roach  the  public.  Through  a  well-oiganized  press 
bureau  only  such  information  as  the  carriers  wish  receives  general  circulation.  On 
April  1,  1914,  Hon.  A.  11.  Smith,  president  of  the  New  York  Central  Railway  Co., 
testified  before  the  Interstate  ( 'ommerce  Commission  in  behalf  of  the  eastern  roads,  fav- 
oring a  5  per  cent  increase  in  freight  rates.  The  carriers  were  endeavoring  to  create 
the  belief  in  the  minds  of  the  public  that  the  railroads  were  sorely  pressed  for  rev- 
enues.    The  transcrii)t  of  the  record  shows  the  following  questions  and  answers: 

■'Q.  Can  you  name  one  year  when  your  corporate  income  above  all  lixed  charges 
and  above  all  operating  expenses  was  as  great  as  the  vear  1913  a.side  from  the  single 
year  1910? 

"Mr.  Smith.  No. 

"Q.  Is  your  net  operating  re\enue  average  during  the  past  li^■e  years  higher  or 
lower  than  the  average  for  the  preceding  five  years? 

''Mr.  Smith.  Fifty-five  and  seventy-two.  The  first  was  fifty-live  millions  and  the 
second  seventy-two  millions. 

"Q.  Was  your  average  net  corporate  income  greater  in  the  latter  five-year  period 
or  the  former? 

"Mr.  Smith.  Twenty-three  millions  and  thirty-three  millions  in  round  figures. 

'■Q.  Greater  in  the  latter  five-year  period? 

"Mr.  Smith.  Yes,  sir. 

'Q.  Was  not  the  percentage  of  your  return  on  your  capital  during  the  latter  five- 
year  period  greater  than  during  the  former  fi^•e-year  period? 

"Mr.  Smith.  Yes.  sir. 

"Q.  This  commission,  the  Interstate  Commerce  Commission,  has  unanimously  held 
in  the  1910  hearing  that  if  a  company  was  able  to  pay  all  of  its  fixed  charges,  all  of  its 
operating  expenses  and  all  of  its  taxes  and  then  have  TA  per  cent  above  all  these  charges 
on  its  outstanding  capital  that  ought  to  be  adequate.  Your  attention  is  called  to  the 
fact  that  your  average,  7.93,  is  higher  than  the  commission  held  to  be  ade(|uate. 
Second,  that  the  next  five-year  average  from  1908  to  1912  shows  there  was  an  increase 
of  30  per  cent,  the  average  being  9.33  per  cent,  and  lastly  I  call  your  attention  to  the 
fact  that  the  profit  on  the  outstanding  capital  stock  in  1913  was  11.8? 

"Mr.  Smith.  Yes,  I  think  it  would  be  fair  to  take  the  average." 

Notwithstanding  this  testimony,  on  April  2,  1014,  the  public  received  the  impres- 
sion of  Mr.  Smith's  testimony  created  by  the  following  newspaper  notices: 

New  York  World,  April  2  (headline):  '"Going  to  the  Devil  fast,'  says  head  of  New 
York  Central.  President  Smith  asserts  income  of  road  decreased  three  million  in 
1913  despite  big  revenues." 

Special  to  the  World,  Washington,  April  1:  "'As  I  see  it  we  are  going  to  the  devil 
as  fast  as  we  can.'  This  was  the  statement  made  to  members  of  the  Interstate  Com- 
merce Commission  to-day  by  A.  H.  Smith,  president  of  the  New  York  Central." 

New  York  Times.  April  2  (headline):  "Rate  decision  likely  this  month:  rapid  prog- 
ress by  interstate  board  in  hearings  on  5  per  cent  increase  plea.  New  York  Central's 
plight:  'We  are  going  to  the  devil  as  fast  as  we  can.'  President  Smith  asserts." 

To  the  same  effect  are  telegrams  from  Washington  published  in  Philadelphia, 
Baltimore,  and  many  other  newspapers  in  the  cities  of  the  country.  Thus  we  see  the 
press  of  the  Nation  gi\ang  wadespread  publicity  to  a  statement  of  the  president  of 
the  New  York  Central  Railroad  Co.  that  "we  are  going  to  the  devil;  '  but  not  men- 
tioning the  fact  that  his  company  had  earned  more  than  11  per  cent  upon  its  capital 
stock  after  paying  all  outstanding  charges. 

Now,  while  the  statement  of  President  Smith  might  have  been  literally  true,  the 
news  items  created  the  impression  that  the  president  of  the  New  York  Central  was 
speaking  figuratively  of  the  railroads. 

THE  REAL  MOTIVE  BEHIND  FEDERAL  INCORPORATION  IS  TO  PROTECT  FICTITIOUS  VALUES. 

The  Boston  News  Bureau  of  September  14,  1915,  carried  an  article  dated  Wash- 
ington, which  indicates  the  gigantic  efforts  put  forth  by  the  carriers  to  influence  the 
congressional  committee  to  favor  a  Federal  incorporation  act: 

"Every  class  of  citizen  doing  business  with  the  railroads  of  the  country  will  be 
represented  before  the  joint  congressional  committee  charged  with  investigation  of 
railroad  legislation.  Representatives  of  the  railroads  to-day  began  a  systematic 
round-up  of  prospective  witnesses.  Agents  of  the  road,  under  direction  of  the  legal 
advisers  of  the  railway  executives'  advisory  committee,  started  to  comb  the  country 
for  representative  bankers,  shijipers,  commercial  organization  officials,  and  railroad 
men.     J.  P.  Morgan  will  head  the  bankers  who  will  submit  their  views  to  the  com- 
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mittee  and  he  will  be  accompanied  by  a  half  dozen  of  Wall  Street's  biggest  men  who 
deal  in  the  securities  of  the  roads.  The  railroads  likewise  expect  to  produce  bankers 
from  various  small  towns  throughout  the  country  to  give  their  views  on  railroad 
finance." 

Thus  we  see  that  it  is  Wall  Street's  interest  in  the  securities  of  railroads  that  is  the 
paramount  issue.  It  becomes  acute  at  this  particular  time,  in  view  of  the  fact  that  the 
Interstate  Commerce  Commission  is  about  to  establish  certain  principles  in  fixing 
the  value  of  the  railroad  companies  of  the  Nation,  at  which  task  they  are  now  engaged. 
If  the  railroads  are  successful  in  contending  for  an  "unearned  increment  value,"  then 
their  outstanding  stocks  and  bonds  may  not  exceed  such  an  estimated  value  of  the 
carriers'  property;  but  such  a  strong  attack  has  been  made  against  such  an  absurd 
element  of  value  that  the  fictitious  securities  which  have  been  issued  by  common 
carriers  are  dangerously  threatened. 

There  are  at  least  13  States  with  constitutions  and  laws  which  provide  in  substance 
"that  no  corporation  shall  issue  stocks  or  bonds  except  for  an  equivalent  in  money 
paid,  or  labor  done,  or  property  actually  received  and  applied  to  the  purposes  for 
which  such  corporation  was  created;  and  neither  labor  nor  property  shall  be  received 
in  payment  of  stocks  or  bonds  at  a  greater  value  than  the  market  price  at  the  time 
such  labor  was  done  or  property  delivered;  and  all  fictitious  increase  of  stock  or  in- 
debtedness shall  be  void." 

Idaho,  Illinois,  Missouri,  Nebraska,  Pennsylvania,  South  Carolina,  South  Dakota, 
Utah,  Washington,  West  Virginia,  Wisconsin,  and  Kentucky  are  some  of  the  States 
whose  laws  provide  "that  all  fictitious  increase  or  issue  of  stock  or  indebtedness  by 
railroad  corporations  shall  be  void." 

As  practically  all  of  the  great  railroad  corporations  are  chartered  under  State  laws 
which  provide  "that  railroad  companies  are  public  highways  and  common  carriers," 
and  "that  the  fictitious  issues  of  stocks  and  ]:)onds  are  void,"  the  threatened  crisis 
causes  Wall  Street  and  the  railroad  companies  to  be  insistent  upon  a  policy  which 
will  privilege  common  carriers  to  surrender  their  present  charters  and  take  out  a  new 
lease  on  life  under  a  Federal  incorporation  act.  Millions  of  dollars  already  have  been 
spent  in  making  a  valuation  of  the  physical  property  of  common  carriers,  and  the 
expenditure  of  such  enormous  sums  would  not  have  received  the  approval  of  the 
pulilic  unless  the  public  had  been  assured  of  some  worth-while  results. 

The  people  have  a  right  to  expect  and  the  carriers  have  a  right  to  apprehend  that 
the  Democratic  Party  will  use  the  valuation  of  the  common  carriers  as  a  means  of 
eliminating  the  fictitious  and  fraudulent  issues  of  stocks  and  bonds.  The  platform 
upon  which  President  Wilson  was  elected  in  1912  declared: 

"We  pledge  our  party  to  secure  the  Interstate  Commerce  Commission  the  power  to 
"alue  the  physical  property  of  the  railroads." 

The  Presidential  Campaign  Book,  on  page  275,  declared: 

"That  there  were  nine  bitlion  five  hundred  millions  of  water  in  the  stocks  and  bonds 
'-f  the  railroad  companies." 

Other  extracts  from  the  article  contained  in  the  Campaign  Book  read  as  follows: 

"Reference  to  railroad  overcapitalization  has  about  the  same  effect  upon  railroad 
presidents  as  a  red  flag  has  upon  an  angry  bull.  No  other  charge  has  drawn  from  them 
puch  instant  and  fiery  denial." 

"Who  gets  all  this  money?  The  railroad  presidents  would  have  you  believe  the 
widows  and  orphans  are  the  chief  beneficiaries.  That  is  buncombe,  burlesque,  and 
rot.  The  Morgans,  Harrimans,  Hills,  Vanderbilts,  Rockefellers,  and  men  of  their 
stamp  are  the  real  plum  pickers." 

Thus  read  some  of  the  extracts  from  the  Campaign  Book  of  1912,  which  is  stamped 
with  the  apporval  and  signature  of  the  present  President  of  the  United  States. 

As  an  evidence  of  how  the  chief  representative  of  the  common  carriers  views  the 
adjustment  of  stocks  and  bonds  issued  by  common  carriers  to  the  real  value  of  railroad 
companies,  I  quote  the  following  from  the  testimony  of  Col.  Thom,  found  in  part  7, 
page  .399,  hearings  before  the  Joint  Subcommittee  on  Interstate  and  Foreign  Com- 
merce, issued  December  2,  1916: 

"  Now,  I  say  the  reason  why  you  can  not  adapt  the  capitalization  to  value  unless 
it  is  done  already  by  the  correspondence  between  the  two  is  because  you  would  be 
undertaking  a  task  which  would  result  in  the  financial  ruin  of  the  world.  You  would 
be  tiying  to  take  hold  of  values  which  had  been  bought  and  had  been  distributed 
among  the  innocent,  investing  public  and  trying  to  affect  those  values,  and  you  can 
not  do  it  by  the  power  of  government  without  an  upheaval  that  it  is  not  in  the  power 
of  government  to  stem." 

Thus  the  real  purpose  of  a  Federal  incorporation  act  is  exposed,  and  while  these 
fictitious  stocks  and  bonds  have  been  issued  in  plain  violation  of  the  fundamental 
laws  of  the  States  under  which  the  carriers  operated,  an  argument  as  old  as  the  impe- 
rial republic  of  Rome  ia  advanced  in  defense  of  the  lawless  policy  of  common  carriers. 
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There  was  an  old  Licinian  law  in  the  days  of  the  Imperial  Republic  of  Rome  which 
required  that  the  lands  of  Italy  should  be  cultivated  by  free  labor  and  not  by  slaves, 
and  that  no  one  should  own  over  500  jugera  (acres)  of  land.  Under  the  influence  of 
plutocracy  it  had  not  been  enforced .  All  attempts  to  restore  the  law  had  been  defeated 
by  the  combined  power  of  the  privileged  class.  Tiberius,  one  of  the  Gracchi,  was 
elected  a  tribune  of  the  people,  and  he  set  about  to  revive  the  Licinian  law.  The 
arguments  favoring  its  restoration  were  unanswerable  except  in  this  particular,  to  wit: 
The  law  had  been  allowed  to  become  a  dead  letter  and  its  restoration  would  work 
hardships  on  the  present  owners  of  the  land.  The  patricians  argued,  "We  have 
inherited  these  lands  from  our  fathers  and  grandfathers."  The  great  Roman  tribune, 
Tiberius,  answered,  "Your  fathers  and  grandfathers  never  owned  them." 

When  it  became  evident,  however,  that  the  privileged  class  were  about  to  lose  they 
became  desperate  and  resorted  to  their  usual  tactics  of  bribery.  They  suborned 
Octavius.  one  of  the  tribunes,  to  veto  the  measure  proposed  by  his  colleagues.  Thus 
it  always  has  been  that  the  privileged  class  seem  to  have  no  conscience  on  the  subject 
of  their  privilege.  History  does  not  record  one  single  instance  in  which  plutocracy 
intrenched  by  precedent  or  custom  have  ever  voluntarily  made  restitution  to  society 
of  the  rights  which  they  have  despoiled. 

The  iron  jaws  of  greed  once  clinched  upon  a  privilege  never  relax  until  loosened 
by  the  resistless  power  of  the  people. 

Mr.  Finn.  I  also  call  attention  to  a  statement  made  by  a  member 
of  the  Interstate  Commerce  Commission  to  a  railroad  representati\^e 
to  the  effect  that  it  was  a  pecidiar  policy  for  a  person  to  advertise 
his  insolvency  and  then  attempt  to  borrow  money.  But  when  one 
realizes,  as  President  Wilson  observed  in  a  message  to  Congress,  con- 
cerning the  financing  of  railroads,  that  "the  same  set  of  financiers 
who  do  the  borrowing  do  the  lending,"  and  that  the  public  pays  the 
interest  charges  in  freight  rates,  the  apparent  absurdity  of  the  policy 
of  the  carriers  is  transformed  into  the  climax  of  sound  business  tactics. 
I  assert  that  but  for  the  activities  of  privately  ovvTied  transportation 
companies,  both  by  rail  and  water,  a  material  part  of  the  actual 
congestion  in  freight  traffic  which  occurred  in  the  latter  part  of  1917 
and  1918  would  have  been  eliminated. 

While  there  were  other  contributing  causes,  one  of  the  most  potent 
factors  in  creating  the  actual  congestion  of  traffic  in  1917  and  1918 
was  the  lack  of  ocean  steamers  to  clear  the  eastern  ports.  Besides 
the  natural  increase  in  tonnage,  which  the  carriers  were  compelled  to 
transport  to  the  East  for  war  industries  and  transocean  trade,  during 
the  last  six  months  of  1917  a  total  of  962,000  tons  of  freight  were 
transferred  to  the  carriers  by  rail,  because  steamships  engaged  in 
Atlantic  coast  traffic  were  requisitioned  by  the  Government  under  the 
act  of  Jmie  15,  1917.  In  1914  the  President  advocated  a  merchant 
marme.  If  the  President's  plan  had  been  adopted,  the  Government 
would  have  had  three  years  in  which  to  build  and  equip  ships  to  care 
for  products  bound  across  the  sea;  but  many  steamship  lines,  either 
directly  owned  by  or  with  traffic  agreements  with  rail  carriers,  as 
weU  as  independent  steamship  lines,  were  loath  to  allow  the  Govern- 
ment to  interfere  with  the  profits  they  were  receiving  or  that  they 
anticipated  receiving.  As  a  residt  of  the  defeat  of  the  President's 
measure,  the  congestion  of  traffic  in  1917  and  1918  was  intensified, 
and  the  congestion  of  traffic  at  the  eastern  ports  was  reflected  through- 
out the  country. 

In  1918  our  Government  had  added  to  its  supply  of  vessels.  Most 
of  the  big  eastern  contracts  had  been  fairly  well  supplied  with  raw 
material.  The  unprecedented  bad  weather  of  1917  ffnaUy  subsided 
in  1918.  England  came  to  our  assistance.  The  ports  were  cleared 
up  and  the  congestion  of  traffic  no  longer  menaced  the  operation  of 
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the  railroads.  These  facts  being  true,  it  is  scarcely  proper  for  the 
Railroad  Administration  to  claim  all  the  credit  for  relieving  the 
congestion  of  traffic  in  1918  that  began  in  1916;  but  the  activities 
of  privately  owned  transportation  companies  can  be  charged  with 
having  materially  contributed  to  the  1917  and  1918  freight  congestion 
by  opposing  the  President  in  his  desire  to  provide  the  country  with  a 
merchant  marine  in  1914. 

I  do  not  censure  the  methods  employed  by  the  Government  to 
extricate  itself  from  the  dilemma  existing  during  the  national  crisis. 
The  Government,  as  it  were,  had  its  head  in  the  lion's  mouth,  and  as 
the  result  of  long-established  policies  approved  by  both  political 
parties  it  was  up  to  the  Government  to  get  its  head  out  of  the  mouth 
of  the  lion.  Most  any  method  employed  would  have  been  justified 
by  the  end  to  be  accomplished.  My  purpose  is,  if  possible,  to  prevent 
the  necessity  of  such  a  national  sacrifice  in  the  future. 

The  failure  of  the  present  method  of  operating  common  carriers: 
It  should  have  been  apparent  that  the  Government's  method  of 
operatmg  railroads  would  prove  a  failure.  To  this  effect  on  May  22, 
1918,  I  wrote  Judge  Charles  A.  Prouty,  director  of  the  Division  of 
Valuation  of  Railroads  for  the  Interstate  Commerce  Commission, 
extracts  from  which  are  as  follows: 

Under  the  present  plan  of  operating  carriers,  which  may  be  described  as  half  private 
and  half  public,  our  Government  has  a  difficult  and  delicate  task  to  perform. 

Fundamental  principles  are  evolved  to  apply  to  permanent  conditions.  Policies 
are  established  to  meet  emergencies,  but  unless  public  policies  are  based  upon  funda- 
mental principles,  which  have  stood  the  test  of  reason,  as  much  harm  may  re-^ult 
from  the  policy  applied  as  is  hoped  to  be  eradicated  by  it. 

While  an  emergency  in  transportation  existed,  not  all  of  us.  T  am  quite  sure,  would 
agree  as  to  the  real  cause  of  the  emergency. 

The  plan  to  meet  it  is  to  guarantee  capital  invested  in  transportation  companies  a 
fixed  return  upon  its  investment,  regardless  of  the  net  revenues  received,  and  at  the 
same  time  leave  much  of  the  actual  operation  of  common  carriers  in  the  hands  of  the 
organization  that  owns  the  roads,  under  condition*  that  do  not  inspire  economy  and 
efficiency  in  operation. 

Right  here  I  shall  quote  a  colloquy  between  Senator  Kellogg  and 
Commissioner  Hall,  that  occurred  before  the  Senate  committee  in- 
vestigating the  then  pr()})osed  raih-oad  policy,  which  caused  my  ap- 
prehension: for  the  economical  operation  of  the  roads  was  to  be  left 
entirely  with  the  existing  railroad  organizations. 

Senator  Keli.ogg.  Do  you  believe  the  Government  can  operate  the  railroads  more 
efficiently  and  economically  than  private  enterprise*^ 

Mr.  Hall.  In  normal  times,  no:  but  a.«  an  instrumentality  of  war  they  can  be  oper- 
ated more  efficiently  by  the  commander  in  chief.  As  to  the  ectmomy.  that  depends 
on  the  officers  of  the  railroads.  The  existing  railroad  organizations  will  be  retained, 
and  with  the  opportunity  they  will  have  to  disregard  restrictions,  I  believe  they  will 
be  able  to  effect  an  improvement. 

Quoting  again  from  my  letter  to  Judge  Prouty: 

However  insistent  the  Director  (leneral's  Department  may  be  that  the  present 
policy  has  no  relation  to  Government  ownership,  the  organized  interests  of  the  country 
will  iiot  permit  the  present  plan  to  be  anything  other  than  a  comparison  between 
private  ownership  and  Government  ownership.  Confirming  this  statement,  I  quote 
a  paragraph  a])pearing  in  all  the  nespapers  of  the  country,  commenting  upon  the 
proposed  25  per  cent  increase  in  passenger  and  freight  rates,  contemplated  by  the 
Govermnent. 

"  Such  an  increase  as  is  proposed  will  be  the  biggest  in  the  history  of  .\merican 
railways,  as  the  per  cent  is  larger  than  any  ever  sought  by  railways  under  private 
management." 

Thus  the  issue  between  private  management  and  (rovernment  ownership  is  clearly 
drawn,  and  the  press  of  the  country,  organized  for  the  campaign  against  Government 
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owBership,  will  continue  to  compare  the  present  plan  of  operation  to  private  o^vrler- 
ship;  ancf  wherever  inconvenience  to  the  public,  inadequate  service?  and  facilities, 
and  delav  in  shipments  result  under  the  present  plan  of  operation,  the  public's  atten- 
tion will  be  called  to  the  fact;  and  it  will  be  noted  that  these  conditions  prevail  under 
Government  operation  and  not  under  private  management. 

The  above  statomont  was  not  a  prophecy:  it  was  simply  a  doduc- 
tion:  but  I  scarcely  anticipated  being  able  to  present  such  positive 
proof  of  its  fulfillment  as  is  afforded  in  an  article  entitled  "Uncle 
Sam,  Railroader,"  written  by  Edward  Hungerford,  and  published 
in  the  Saturday  Evening  Post  of  December  28,  1918.  I  quote  from 
this  article: 

A  shipper  who  had  lost  six  carloads  of  freight  in  transit  between  Cincinnati  and 
Dayton  went  into  the  general  office  of  the  United  States  Railroad  Administration  at 
Washington  on  a  muggy  day  in  September  last  and  asked  if  something  could  not  be 
done  toward  the  immediate  tracing  of  his  lost  cars.  He  felt  that  the  men  in  charge  of 
headquarters  would  be  justified  in  using  the  telegraph  or  other  emergency  proAasions 
toward  helping  locate  his  freight.  But  the  men  at  headquarters  had  no  intention  of 
doing  anything  of  that  sort.     They  told  the  shipper  so  politely,  but  firmly, 

•'Don't  you  understand  how  it  is?"  said  one  of  these  officers,  "the  Government  now 
is  runningthe  railroads.  It  is  like  the  post  office.  If  you  drop  a  letter  in  the  post  box 
the  Government  assumes  no  personal  responsibility  for  the  safe  or  prompt  transmission 
of  that  letter.  It  gets  through,  of  course.  But  if  it  should  happen  to  be  delayed,  the 
Government  has  no  method  of  hurrying  it  through.  With  the  railroads  it  is  now  the 
same  thing." 

This  is  the  type  of  bureaucrats  who  have  so  effectively  disgusted  the 
public  with  Government  oi)eration  that  a  planned  program  to  accom- 
plish such  a  purpose  could  not  have  changed  the  methods  emjiloyed 

Senator  Pomerene.  Who  was  that  distinguished  railroader? 

Mr.  Finn.  This  is  Mr.  Edward  Hungerford's  statement  in  the 
Saturday  Evening  Post. 

Senator  Pomerene.  No:  but  the  one  he  was  quoting  in  the  railroad 
management  ? 

Mr.  Finn.  It  does  not  say.  You  can  get  his  statement  in  the  Satur- 
day Evening  Post,  of  December  28,  1918,  and  it  is  in  quotation  marks 
and  purports  to  give  the  exact  language  of  the  railroad  official  at 
Washington. 

Senator  Pomerene.  Do  you  cite  that  as  an  argument  in  favor  of 
Government  ownership  ? 

Mr.  Finn.  I  think  you  will  find  out  in  a  few  moments  that  it  is  cited 
in  favor  of  Government  ownership  and  control.  I  think  the  answer 
to  that  inquiry  will  be  developed  by  subsequent  paragraj^hs. 

However,  in  contemplating  governmental  bureaucrats  let  us  not 
forget  to  consider  that  when  the  carriers  are  returned  to  private 
control  with  competitive  conditions  eliminated  and  with  the  protec- 
tion formerly  afforded  the  local  shippers  and  communities  by  State 
commissions  forever  gone  (and  after  possibly  a  short  spell  of  good 
behavior),  there  will  arise  throughout  the  country  monopolistic  rail- 
road autocrats  operating  railway  highways  purely  for  profit  without 
responsibility  to  any  local  authority. 

But  I  assert  that  the  present  method  of  operating  railroads  has 
necessarily  created  evils  not  at  all  essential  to  Government  ownership 
and  without  any  corresponding  benefits  that  should  naturally  be 
expected  under  real  ])ublic  ownershij)  and  operation.  However,  it 
affords  an  amusing  study  of  mixed  logic  and  facts  to  analyze  the 
conflicting  statements  of  the  friends  and  representatives  of  private 
ownership  when  discussing  the  merits  and  demerits  of  the  present 
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so-called  Federal  Railroad  Administration.  First,  they  allege  that 
the  Federal  Government  was  forced  to  do  just  those  things  that  the 
carriers  wanted  to  do  under  private  ownership  but  were  restrained 
frorji  doing  by  State  and  Federal  laws.  Second,  forgetting  apparently 
that  the  railroads  are  being  operated  under  the  very  policies  which 
they  advocated,  they  then  exhaust  their  powers  of  expression  in 
denouncmg  the  unsatisfactory  results  obtained  under  Federal  opera- 
tion. 

I  will  read  one  or  two  other  paragraphs  from  my  letter  to  Judge 
Prouty: 

If  the  present  plan  results  in  reasonable  rates,  adequate  facilities  and  prompt 
services,  Government  ownership  after  the  war  is  inevitable.  If  the  present  plan 
results  in  increased  rates,  inadequate  facilities  and  delayed  shipments,  these  public 
burdens  can  be  presented  as  reasons  for  the  return  of  the  carriers  to  private  manage- 
ment. The  surest  way  to  secure  increased  freight  rates  is  to  increase  the  cost  of 
operation;  and  already  the  country  is  being  prepared  for  enormous  increases  in  the 
cost  of  operation,  under  the  present  plan.  Wliatever  increases  in  rates  are  made 
under  the  present  plan,  if  the  carriers  are  returned  to  their  private  owners  after  the 
war,  will  be  presented  to  the  public  as  Government-made  rates,  and  the  carriers  will 
insist  that  these  same  rates  prevail  after  the  war. 

Even  under  efficient  management  it  is  impossible  to  prevent  mistakes,  which 
shows  the  difficulty  of  proving  a  fixed  policy  upon  the  part  of  those  who  are  charged 
with  the  duty  of  operating  carriers  to  prevent  them  being  efficiently  and  economically 
operated. 

I  vnl\  give  you  one  illustration  of  what  could  be  done.  However,  there  are  numerous 
others.  Suppose  the  distance  between  two  terminals  can  be  traversed  under  normal 
conditions  in  16  hours;  but  suppose  the  engine  is  loaded  beyond  its  rated  capacity,  so 
that  the  tonnage  carried  prevents  it  from  quite  reaching  the  terminal  in  16  hours. 
This  necessitates  the  employment  of  two  train  crews,  the  latter  crew  receiving  pay 
for  eight  hours,  when  only  employed  possibly  for  two.  It  overtaxes  the  capacity  of 
the  engine,  lessens  its  life,  and  necessitates  enormous  repairs.  The  public  seeing 
this  performance  might  applaud  the  efficiency  of  the  plan  of  operation,  but  the 
experienced  railroad  man  would  know  that  the  policy  would  increase  wages,  increase 
the  cost  of  repairs,  and  unnecessarily  shorten  the  life  of  the  engine;  and,  too,  the 
circumstance  could  be  used  to  show  the  folly  of  the  Government  restricting  railroads 
to  a  16-hour  limit  for  employees. 

I  would  also  suggest  that  the  contract  between  the  Government  and  the  carriers 
provide  for  a  detailed  statement  of  operating  accounts,  and  that  the  operating  account 
be  so  separated  that  it  cowld  be  clearly  analyzed.  That  the  operating  account  be  so 
itemized  that  the  Government  can  plainly  ascertain  in  dollars  and  cents  how  much 
operating  expenses  have  increased  as  a  result  of  the  increased  cost  of  labor  and  mate- 
rial, and  the  increased  cost  of  repairs  to  engines  and  cars,  etc.  The  purpose  being  to 
have  statistics  which,  when  compared  to  former  statistics,  ^\•ill  show  to  what  extent 
the  increased  cost  of  operation  is  due  to  actual  increase  in  prices,  and  what  is  due  to 
carelessness  and  inefficiency  in  operation.  The  contract  of  the  Government  should 
provide  that  the  sum  guaranteed  to  the  carriers  should  be  decreased,  not  by  the 
amount  which  is  the  result  of  actual  increases  in  prices,  but  which  is  the  result  of 
inefficient  operation. 

Before  the  advocates  of  private  ownership  charge  the  present 
method  of  operation  wdth  sucn  inefficiency,  extravagance,  ana  waste 
as  to  conclusively  establish  the  fact  that  Government  ownership  is 
characteristic  of  such  extravagance,  inefhcienc}^,  and  waste,  the 
burden  of  proof,  it  seems  to  me,  is  upon  the  carriers  to  show,  as  the 
result  of  an  investigation,  first,  the  number  of  employees  under 
Government  control  as  against  private  operation;  second,  the  num- 
ber of  employees  at  terminals  under  Government  control  and  under 
private  operation;  third,  the  amount  of  betterments  under  Govern- 
ment control  and  under  private  control;  fourth,  the  changes  in  train 
schedules,  lengthening  the  number  of  train-miles  f)er  hour  under 
Government  control.  Right  here,  I  will  state  that  it  was  testified 
before  the  wage-investigating  committee  that  the  actual  wages  paid 
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to  trainmen  operating  trains  was  based  upon  10  train-miles  per 
hour,  and  that  if  the  schedule  could  be  increased  to  12^  train-miles 
per  hour,  which  was  the  prevailing  train  schedule  on  most  of  the 
western  roads,  that  instead  of  the  Adamson  Act  being  a  liability  it 
could  be  made  an  asset. 

Senator  Pomerene.  I  assume,  from  the  way  you  have  put  your 
thought,  that  it  is  your  belief  that  there  are  fewer  railway  employees 
at  the  terminals  under  Government  control  than  there  were  under 
private  control.     Is  that  correct  ? 

Mr.  Finn.  More. 

Senator  Pomerene.  More  ? 

Mr.  Finn.  Yes,  sir;  that  is  my  judgment  about  it. 

Senator  Pomerene.  Then,  do  you  mean  by  that  to  say  that  that 
would  be'  an  argument  against  greater  unification  of  the  systems  ? 

Mr.  Finn.  I  do  not  think,  sir,  that  the  facts  with  reference  to 
transportation  under  the  present  method  of  operation  are  a  criterion 
for  anything  in  the  future  except  that  it  should  not  be  continued. 

Senator  Pomerene.  Well,  I  am  not  quarreling  with  you  on  that 
subject. 

Senator  Cummins.  There  are  more  employees  in  every  department 
of  the  service,  are  there  not  ? 

Mr.  Finn.  In  my  judgment,  yes. 

Senator  Kellogg.  The  Railway  Administration  is  the  onl}^  body 
that  has  those  statistics  ? 

Mr.  Finn.  Senator,  I  have  tried  both  from  the  Interstate  Com- 
merce Commission  and  from  the  Federal  Railroad  Administration, 
thi'ough  Judge  Prouty,  to  get  a  compilation  of  these  statistics,  and 
both  gentlemen  were  very  kind  and  nice  about  making  an  investi- 
gation, but  they  reported  that  the  statistics  were  not  available. 

Senator  Kellogg.  Why,  the  Railway  Administration  must  have  a 
list  of  the  employees,  and  no  one  else  ? 

Mr.  Finn.  Oh,  I  do  not  mean  to  say  that  they  are  not  available. 
A  more  correct  answer  would  be  that  they  are  not  yet  compiled. 

Senator  Kellogg.  The  Railway  Administration  has  absolute 
power  as  to  the  number  of  employees  which  are  used  in  every  branch, 
has  it  not  ? 

Mr.  Finn.  Yes,  sir;  that  is  true.  I  do  not  want  to  charge  the 
present  organization  of  railroads  now  operating  the  carriers  for  the 
Government  with  being  less  honest  than  any  other  class  of  citizens. 
My  position  is  this,  that  a  burden  has  been  placed  upon  them  that 
no  class  of  citizens  can  bear,  because  their  dual  alliances  are  such 
that  their  sentiments  are  so  divided  that  the  best  results  can  not  be 
obtained  under  the  present  system  of  operation. 

Now,  after  I  wrote  this  letter  to  Judge  Prouty  and  called  his 
attention  to  the  fact  of  this  dual  alliance  and  the  impossibility  of 
securing  effective  and  efficient  operation  of  the  railroads  under  the 
present  plan,  there  was  an  order  issued  by  Mr.  McAdoo  removing  all 
the  then  railroad  presidents  and  appointing  Federal  managers;  and 
in  commenting  on  the  necessity  of  the  order  Mr.  McAdoo  observed, 
as  I  had  theretofore  observed,  that  no  man  could  serve  two  masters; 
but  evidently  liis  attention  was  not  called  to  another  passage  of 
scripture,  which  is  also  applicable.  No  one  ^vi\\  contend,  I  guess, 
that  this  plan  changed  the  policy  of  the  railroads,  except  maybe  in 
isolated  cases,  or  that  it  affected  the  sentiments  or  the  impulses  of 
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the  railroad  men  who  were  thereafter  called  ''Federal  managers," 
for  in  Jeremiah,  thirteenth  chapter,  twenty-third  verse,  we  read: 

Can  the  Ethiopian  change  his  sldn,  or  a  leopard  his  spots?  Then  may  ye  also  do 
good,  who  are  accustomed  to  do  evil. 

Can  a  man  personally  interested  in  the  private  ownership  of  rail- 
roads so  conduct  them  as  to  defeat  his  own  desires  ?  Then, ' '  may  ye 
also  do  good  who  are  accustomed  to  do  evil." 

It  is  natural  to  presume  that  IVIr.  McAdoo  depended  upon  the 
Hon.  Walker  D.  Hines,  now  Director  General,  formerly  chairman  of 
the  board  of  directors  of  the  Santa  Fe;  Judge  Robert  S.  Lovett, 
director  of  the  Division  of  Capital  Expenditures,  formerly  chairman 
of  the  executive  committee  of  the  Union  Pacific;  and  othei*s  with 
similar  sentiments,  to  conduct  the  Government's  operation  of  rail- 
roads, which,  as  heretofore  stated,  was  advertised  by  the  advocates  of 
private  ownership  as  a  test  of  Government  oAviiership.  On  March  27, 
1917,  Judge  Lovett  appeared  before  the  Joint  Committee  on  Inter- 
state Commerce  to  testify  as  to  the  proposed  plans  of  the  railroads, 
and  in  speaking  of  Government  ownership  said: 

I  believe  that  Federal  operation  of  the  roads  ^vill  prove  a  failure  and  that  in  time 
the  Government's  credit  would  be  impaired.  I  believe  that  by  eliminating  com- 
petition the  individual  iniatiAe  would  be  very  greatly  impaired,  and  I  believe  on 
the  whole  that  if  the  Government  would  be  saved  from  bankruptcy,  the  rates  would 
have  to  be  increased  and  that  in  the  course  of  time  the  general  level  of  transportation 
rates  would  be  very  much  higher  than  it  is  now. 

The  former  positions  occupied  by  Mr.  Walker  D.  Hines  have  neces- 
sitated him  to  appear  before  courts  and  commissions  for  years  in 
opposition  to  all  character  of  Governmental  regulation  and  control  of 
common  carriers.  His  success  in  thwarting  State  and  Federal  Gov- 
ernments in  regulating  common  carriei-s  lias  won  for  him  a  national 
reputation.  It  was  the  Santa  Fe  that  in  its  reorganization  added 
$100,000,000  to  its  book  value  that  represented  nothing. 

It  was  the  Santa  Fe  that  opposed  the  Federal  Government  in  the 
enforcement  of  the  Adamson  Act;  and  yet  these  gentlemen  who  were 
selected  to  operate  the  railroads  for  the  Government  have  fought 
against  and  predicted  that  Governm(Mit  operation  would  prove  a 
failure;  that  it  would  result  in  bankru]iting  the  Government  and 
necessitate  a  large  increase  in  freight  rates.  Most  everything  has  hap- 
pened that  was  predicted  would  happen,  but  it  is  not  wonderful  that 
conditions  happen  which  have  been  prophesied,  when  the  power  to 
create  the  conditions  is  with  the  satelites  of  the  prophets.  It  is  quite 
evident  that  Judge  Lovett's  paramount  interest  is  with  the  Union 
Pacific,  for  shortly  after  tlic  armistice  he  resigned  his  position  with 
the  Government  and  went  back  to  his  railroad  company,  and  his  first 
public  statement  was  to  declare  for  private  ownerehip.  If  these  gen- 
tlemen, however,  were  free  from  their  dual  alliances,  I  would  choose 
them  for  their  knowledge,  their  ability,  their  honesty,  and  their 
integritv,  but  there  are  burdens  which  the  strongest  charactei-s  can 
not  bear.  Christ  said  that  no  man  can  serve  two  mastei-s.  If  it  is 
impossible  for  one  to  serve  both  God  and  mammon,  it  would  appear 
equally  as  difficult  to  serve  both  mammon  and  the  Government.  This 
is  the  identical  <)])servation  made  by  Director  General  McAdoo  him- 
self in  describing  the  unsettled  condition  of  em])loye(^s  now  op(>rating 
the  carriers.  It  was  quoted  with  ii})])roval  by  Mr.  Hines  before  the 
rnilrond  committee  of  the  l'nit(Hl  States  Chamlier  of  Connneree:  "It 
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is  no  reflection  on  a  man,"  said  Mr.  McAdoo,  "because  it  would  be 
against  human  nature  if  it  were  not  true."  Now,  I  agree  to  the  rule, 
but  insist  that  it  be  appHed,  not  only  to  the  subordinates,  but  also  to 
the  heads  of  the  Railroad  Administration,  without  any  "reflection" 
on  them. 

I  did  not  see  how  it  was  possible  to  secure  a  successful  operation  of 
the  railroads  under  the  method  proposed,  and  I  so  wrote  the  Presi- 
dent on  June  8,  1918.     Here  are  some  paragraphs  from  the  letter: 

Those  \\ho  operated  the  carriers  under  private  ownership  operate  them  under  the 
present  method  and.  unless  the  law  is  modified,  will  operate  them  21  months  after  tht 
war.  The  best  results  can  not  be  obtained  when  those  who  control  the  result  have  a 
divided  interest  in  the  success  of  the  undertaking;.  If  the  present  method  of  opera- 
tion is  successful  those  who  make  it  a  success  will  be  deprived  of  their  desire  to  have 
transportation  companies  privatelj'  operated  and  controlled.  For  it  is  2:enerally 
agreed  that  the  present  method  is  a  test  between  private  and  public  ownership;  and 
already,  Mr.  President,  the  present  method  of  operation  is  winning  many  converts 
back  to  private  operation  and  control.  If  the  carriers  are  returned  to  private  owner- 
ship they  will  inherit  whatever  exorbitant  rates  prevail  under  Goverrmient  operation. 
If  they  are  purchased  by  the  Govermnent,  operating  income,  as  a  result  of  exorbitant 
rates,  will  be  an  element  in  inflating  values  of  the  stocks  of  the  railroad  companies. 

Concerning  the  proposed  increase  in  freight  rates  prescribed  by 
General  Order  No.  28,  was  this  paragraph  in  my  letter  to  the  Presi- 
dent: 

If  the  increases  proposed  do  not  actually  prohibit  the  movement  of  commodities, 
and  the  carriers  are  operated  at  approximately  the  same  ratio  of  operating  expense  to 
operating  revenue  as  was  maintained  under  private  management,  it  can  be  reasonably 
anticipated  that  by  October  1  the  operating  income  of  the  carriers  will  be  millions  in 
excess  of  the  sum  actually  needed . 

For  the  nine  months  to  September  30,  1918,  the  operating  ratio 
was  85.29  per  cent,  while  for  the  nine  months  to  September  30,  1917, 
it  was  75.41  per  cent.  The  freight  receipts  for  the  carriers  for  the 
nine  months  to  September  30,  1917,  amounted  to  $2,162,788,494.  If 
upon  the  freight  moved  for  the  nine  months  of  1917  there  had  been 
added  an  increase  of  25  per  cent,  the  total  receipts  for  1917  would 
have  been  $2,703,485,617.  As  a  matter  of  fact,  however,  the  freight 
receipts  in  1918  amounted  to  $2,519,831,304,  which  is  $183,654,313 
less  than  they  would  have  been  in  1917,  with  25  per  cent  added  to 
the  receipts  of  1917.  So  the  increase  in  rates  manifestly  retarded 
the  transportation  of  certain  commodities  which  were  transported  in 
1917. 

Without  giving  the  basic  figures,  the  difference  between  the  net 
revenue  and  the  cost  of  operation  in  1917,  compared  with  the  net 
revenue  and  cost  of  operation  in  1918,  represents  $1,000,000,000. 

This  financial  comparison,  together  with  the  inadequate  services 
rendered  the  shipping  public,  could  not  be  counted  a  success. 

I  now  quote  from  a  bulletin  issued  by  an  organ  favoring  private 
o\vnership,  the  Bureau  of  Railway  News  and  Statistics,  quoted  in 
the  Traffic  World,  November  30,  1918: 

American  shippers  paid  0.2S  mills  per  freight  ton-mile  in  August,  1918,  against  7.19 
in  August,  1917,  an  advance  of  nearly  30  per  cent.  In  September,  1918,  operating 
expenses  of  the  railways  absorbed  75.95  per  cent  of  operating  revenues,  against  only 
68.37  per  cent  for  the  .same  month  in  1917,  and  the  American  public  paid  nearly 
$560,000,000  more  for  inferior  service  during  the  nine  months  to  September  30,  1918, 
than  it  did  during  the  same  period  in  1917.  These  are  the  concrete  results  under 
Government  control  as  computed  by  the  Bureau  of  Railway  News  and  Statistics  from 
the  monthly  reports  to  the  Interstate  Commerce  Commis.sion,  and  the  latest  report 
of  freight-train  operation  issued  by  the  Federal  Division  of  Operating  Statistics. 
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Thus  we  see  a  bureau  of  publicity  and  statistics  favoring  private 
ownership  criticising  the  inefficiency  and  extravagance  of  the  very 
men  who  formerly  operated  the  roads,  who  are  operating  them  now, 
and  who  will  operate  the  roads  if  the  carriers  are  returned  to  private 
ownership. 

Suppose  one  should  tell  a  farmer,  who  is  anxious  to  keep  his  planta- 
tion, that  it  was  to  be  taken  from  him  for  12  months,  but  that  during 
that  period  he  would  be  allowed  to  operate  it;  that  he  had  operated 
it  in  the  past;  but  if  he  operated  it  for  the  12  months  better  than  he 
had  operated  it  for  himself,  it  would  be  taken  from  him  permanently. 
Wliat  would  be  the  result  of  his  operation  ?  But  if  one  should  actually 
purchase  the  farm  at  the  price  for  which  he  had  been  offering  it  for 
sale  (the  stocks  and  bonds  of  railroad  companies  are  advertised  for 
for  sale  from  day  to  day)  and  should  say  to  the  o-\\Tier,  "You  know  the 
needs  of  this  farm,  how  its  fields  should  be  cultivated,  you  are  the 
best  man,  in  my  judgment,  to  run  it;  I  shall  employ  you  for  12 
months,  and  if  you  get  as  good  or  better  results  for  the  12  months 
than  you  did  for  yourself,  I  should  like  to  continue  our  working 
agreement;  but  if  you  don't,  I  shall  be  compelled  to  look  for  another 
tenant."  Under  such  circumstances  you  might  expect  the  best 
efforts  of  the  tenant;  but  under  the  former  arrangement  a  failure 
might  be  expected;  and  the  former  arrangement,  as  I  conceive  it, 
is  analagous  to  the  present  plan,  which  Mr.  McAdoo,  though  resigned, 
advocated  continuing  for  five  long  years.  May  the  Lord  deliver  His 
suffering  people. 

This  Government  can  not  endure  unless  it  is  supported  by  an 
inherent  sense  of  justice,  flowing  from  the  hearts  of  its  people, 
manifesting  itself  in  just  laws  which  prescribe  limitations  upon  the 
activities  of  both  the  Government  and  the  individual;  and  justice 
can  not  be  obtamed  unless  the  povcer  of  choosing  governmental 
policies  is  exercised  by  an  undeceived  and  incorruptible  electorate. 
If  it  is  necessary  to  prescribe  limitations  upon  the  power  of  the  Govern- 
ment, it  is  more  necessary  to  destroy  the  power  of  private  organiza- 
tions exercising  governmental  functions,  which  have  influences  and 
resources  sufficient,  when  marshaled  into  action  during  a  national 
crisis,  to  assume  the  role  of  the  Government  and  commit  depredations 
upon  the  public  which  would  not  be  tolerated  if  it  were    unmasked. 

To  quote  another  paragraph  from  my  letter  of  June  8,  1918,  to  the 
President : 

It  is  fairly  accurate  to  state  that  the  very  ones  who  for  years  have  been  restrained  by 
Congress,  courts,  and  commissions  from  adopting  certain  railroad  policies  injurious  to 
the  public,  are  no\v,  by  the  authority  of  the  Government,  issuing  orders  establishing 
these  policies  and,  as  paradoxical  as  it  may  seem,  the  evils  suffered  and  about  to  be 
suffered  as  a  result  of  these  policies  are  being  cited  by  an  vmsuspecting  public  (and 
especially  by  those  friendly  to  private  ownership)  as  convincing  arguments  against 
Government  ownership  or  operation. 

I  am  frank  to  confess  that  at  present,  I  believe,  public  opinion  is  in  op- 
position to  public  ownership  of  railroads.  The  recent  experience  of  the 
public  under  governmental  operation  of  railroads  has  created  a  strong 
feeling  of  resentment  against  the  Government,  which  now  finds  an 
appropriate  medium  of  escape  for  silent  suffering  and  suppressed 
emotions  by  denouncing  Government  by  bureaucracy,  Government 
ownership,  and  Government  operation.  Wliile  there  can  be  offered 
no  defense  for  the  sj^stem,  yet  it  can  be  and  must  be  differentiated 
from  pure  Government  ownership  and  operation. 
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But  as  the  public  mind  must  form  its  conclusions  concerning  trans- 
portation questions  from  the  inaccurate  information  received  through 
the  daily  press  and  current  magazines  articles,  it  is  no  wonder. 

While  many  illustrations  could  be  given,  I  shall  cite  this  instance: 
I  suspect  that  the  average  man  when  asked  concerning  railroad  equip- 
ment would  state  that  due  to  the  "niggardly  policies  of  the  State  and 
Federal  Governments,"  the  railroads  did  not  have  sufficient  equip- 
ment to  meet  the  needs  of  transportation.  Most  any  man  would  tell 
you  that  it  was  his  information  from  reading  newspapers  and  maga- 
zine articles  on  railroads,  that  the  railroads  needed  more  cars,  and 
that  the  carriers  had  not  the  money  with  which  to  buy  them. 

But  here  are  the  facts  as  reported  by  the  railroads  themselves: 

From  the  whole  period  of  nearly  nine  years  preceding  the  middle  of  August,  1917, 
there  had  been  a  continuous  net  surplusage  of  cars  not  in  use  on  American  railroads 
except  for  about  one  mcmth  in  1909,  tliree  months  in  1912,  one  month  in  1913,  and  the 
month  of  ]\Iarch,  1916.  In  1908  there  was  at  one  time  a  surplusage  of  413,000  cars,  and 
at  no  time  during  the  year  were  there  less  than  100,000  idle  cars.  In  1909  the  maxi- 
mum was  nearly  143,000  for  July  6,  and  there  was  throughout  that  year  a  net  surplus- 
age ofat  least  7,000  cars  not  requisitioned  by  shippers.  For  1911  surplus  cars  numbered 
on  March  15,  207,000,  and  there  were  at  no  time  during  the  year  less  than  20,000  cars 
standing  idle.  In  January,  1912,  there  was  a  net  surplusage  of  approximately  136,000 
cars.  From  November  1913,  until  JMarch,  1916,  there  was  a  continuous  surplusage 
of  cars,  the  number  running  in  October,  1914,  to  over  200,000,  when  the  American 
Railway  Association  stopped  compiling  them.  Compilation  was  resumed  on  February 
1.  1915,  when  the  idle  cars  still  numbered  over  279,000.  The  number  of  freight  cars 
owned  bv  railroads  of  the  countrv  increased  during  that  same  eight  years  from  1,840,009 
on  July  i,  1907,  to  2,518,855  on  July  1,  1916. 

Individual  initiative:  Some  oppose  Government  ownership  on  the 
ground  that  such  a  policy  would  destroy  individual  initiative.  This, 
I  think,  was  first  suggested  by  Judge  Lovett  in  his  statement  before 
the  Senate  Committee  on  Interstate  Commerce  at  Washington.  It 
is  now  frequently  repeated  in  newspaper  editorials  and  magazine  ar- 
ticles advocating  private  ownership. 

I  favor  every  governmental  policy  calculated  to  foster  individual 
initiative,  and  oppose  any  governmental  policy  which  would  destroy 
this  incentive  to  the  best  efforts  of  man's  brain  and  brawn.  I  believe 
that  it  is  a  sacred  right  of  man  to  own,  acquire,  and  use  the  property 
which  he  has  accumulated  by  his  own  frugality  and  self-denial.  The 
parable  of  the  talents  teaches  the  divine  right  of  man  to  own  and 
acquire  property  for  his  individual  use,  and  commands  hun  to  husband 
his  resources. 

Hope,  aspiration,  and  ambition,  which  inspire  the  noblest  of  human 
efforts,  are  all  lost  in  an  involuntary  community  of  interest  which  is 
not  based  upon  a  public  necessity.  As  a  principle  of  government, 
however,  it  is  as  indefensible  to  allow  the  private  ownership  of  a 
governmental  enterprise  as  it  is  to  permit  the  Government  to  own  or 
engage  in  private  enterprise.  Either  policy  destroys  individual 
initiative. 

Senator  Kellogg.  Right  there;  what  do  you  call  "governmental 
enterprise ' '  ? 

Mr.  FiNX.  The  next  sentence,  I  think,  Senator,  answers  that.  If 
it  does  not,  we  will  try  to  clear  it  up. 

A  knowledge  of  the  science  of  government  and  public  necessity  must 
and  will  determine  those  enterprises  that  are  governmental,  and  those 
that  are  private;  Ijut  as  to  railroads,  the  very  laws  which  create  them 
declare  that  they  are  public  highways  with  functions  of  the  Govern- 
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ment,  exercising  the  power  of  eminent  domain.  With  raih-oads 
owned  and  operated  by  private  individuals,  individual  initiative  is 
destroyed.  This  fact  is  conclusively  demonstrated  by  the  history 
of  railroads  in  adopting  safety  devices  and  other  improvements  calcu- 
lated to  protect  life  and  property  and  to  lessen  the  cost  of  carrying 
freight.  Anyone  familiar  with  transportation  knows  that  the  rail- 
roads under  private  ownership  and  operation  have  not  voluntarily 
adopted  business  methods  calculated  to  decrease  the  cost  of  trans- 
portation . 

Senator  Kellogg.  I  do  not  want  to  interrupt  you,  but  I  take  it 
that  there  will  not  be  any  chance  for  cross-examination,  if  you  are 
leaving  at  12  o'clock.  You  say  that  railroads  are  governmental 
institutions  ^ 

Mr.  Finn.  Yes. 

Senator  Kellogg.  Are  they  the  only  governmental  institutions '( 

Mr.  Finn.  No,  they  are  not  the  only  governmental  institutions. 

Senator  Kellogg.  Are  steamships  governmental  institutions '( 

Mr.  Finn.  Yes;  but  I  do  not  claim  that  a  governmental  monopoly 
is  necessary  in  transportation  by  water.  God  made  the  rivers  and 
the  lakes  and  the  sea,  and  every  man  should  be  as  free  to  use  them  as 
to  drive  his  wagon  and  team  upon  a  county  road.  The  governmental 
necessity  does  not  exist  there,  for  the  rivers  and  lakes  and  the  sea 
present  no  necessary  monopoly  as  the  railroad  highways  do.  One 
hundred  boats  owned  by  different  individuals  and  companies  can 
use  the  same  river,  the  same  lake,  and  the  same  sea.  Usually  only 
one  railroad  corporation  can  use  the  same  track,  thereby  resulting  in 
a  necessary  monopoly.  However,  it  is  the  duty  of  the  Government 
to  see  that  adequate  transportation  by  water  is  provided.  If  it  does 
not  exist  under  private  enterprise  sufficiently  to  meet  the  demands 
of  the  public,  it  is  a  governmental  function  to  provide  the  necessary 
facilities. 

Senator  Kellogg.  What  al)out  telephones  and  telegrapli  lines? 

Mr.  Finn.  I  prefer,  as  I  only  have  about  15  minutes  more,  to 
devote  my  entire  time  to  railroads.  Senator.  I  do  not  mean  by  that 
to  be  discourteous. 

Senator  Kellogg.  If  you  prefer  to  come  })ack  to-morrow.  I  have 
no  objection. 

Mr.  Finn.  It  was  the  Federal  and  State  Governments  that  stopped 
rebating.  It  was  the  Federal  and  State  Governments  that  have 
stopped  the  issual  of  free  transportation.  It  was  the  Federal  and 
State  Governments  that  required  railroad  companies  to  install  safety 
appliances.  It  was  the  State  governments  that  required  railroad 
companies  to  equip  themselves  with  automatic  couplers  and  air 
brakes  and  to  install  automatic  block  signals.  It  was  the  Federal 
Government  that  required  common  carriers  to  provide  their  engines 
with  ash-pans  whicli  could  be  dumped  and  em])tied  or  cleaned  without 
the  necessity  of  an  employee  going  under  the  locomotive.  On 
account  of  the  inefficiency  of  privately  owned  transportation  com- 
panies, tlie  Government  had  to  provide  for  adequate  boiler  inspection. 
It  was  the  State  governments  that  required  common  carriere  to 
provide  their  engines  with  electric  lieadlights.  It  was  the  State 
governments  that  required  common  carriers  to  expedite  transporta- 
tion with  safety  to  the  public  and  employees  by  requiring  a  sufficient 
number  of  employees  to  operate  trains.     It  was  the  Federjil  and  State 
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Governments  that  required  carriers  to  adopt  scientific  methods  of 
keepin<}j  their  books  and  accounts.  And  recently  the  Railroad  Admin- 
istration lias  ascertained  that  not  one-fourth  of  the  carriers  have 
adopted  a  budget  system  anticipating  their  annual  expenditures; 
althougli  the  Federal  Congress  has  been  criticised  for  years  for  not 
adopting  such  a  system  for  the  Federal  Government. 

Tliese  instances  are  illustrative  of  the  lack  of  initiative  tliat  exists 
in  tlie  operation  of  governmental  enterprises  by  privately  owned  cor- 
porations who  depend  upon  the  public  to  pay  freight  taxes  sufficient 
to  defray  whatever  expenses  are  incurred  and,  in  addition,  a  fair 
return  upon  whatever  expenditures  may  be  made  to  equip  the  plant, 
together  with  whatever  maximum  surplus  they  can  acquire. 

If  railroads  had  experienced  tlie  same  results  obtained  in  purely 
private  business  enterprises,  they  would  have  lessened  the  cost  of  the 
unit  of  production;  instead,  however,  the  carriers  proclaim  that  the 
cost  of  each  unit  of  production  lias  steadily  increased.  If  individual 
initiative  was  a  characteristic  of  private  ownership  of  railroads,  the 
authority  of  the  State  government  and  the  Federal  Government  need 
not  have  been  exercised  to  compel  carriers  to  use  safety  devices  and 
other  business  methods  which  have  lessened  the  cost  of  operation  and 
protected  life  and  property. 

Privately-owned  carriers  have  frequently  prevented  individual 
initiative  by  destroying  communities  and  business  enterprises.  All 
the  inspiration  of  individual  initiative  that  could  fill  the  soul  of  man 
counts  for  nothing  if  he  is  marked  by  the  ill-will  of  some  privately 
owned  transportation  company. 

The  surest  way  to  destroy  any  sentiment  favoring  Bolshevism,  com- 
munism, or  anarchy  is  to  guarantee  private  property  security  from 
aggression.  The  surest  way  to  make  effective  this  guarantee  is  to 
prevent  private  ownership  or  control  of  government  enterprises  which 
are  necessary  monopolies. 

Remedial  legislation  ])ro]iosed  by  the  carriers:  With  some  unan- 
imity in  the  councils  of  the  carriers  and  with  the  aid  of  practiced 
])hysicians  the  public  is  offered  the  following  jirescription  to  remedy 
present  and  to  prevent  future  ])olitical  iUs: 

(1)  Exclusive  Federal  control  of  railroads. 

(2)  Elimination  of  competition  in  freight  rates. 

(3)  The  maintenance  of  competition  in  service. 

Formerly  chemistry  was  the  special  science  of  those  who  planned 
the  policies  of  the  carriers.  Oxygen  and  hydrogen  were  freely  con- 
verted into  railroad  stock  and  bonds,  and  the  liquid  was  profitably 
sold  to  the  public ;  but  it  is  just  a  step  from  a  chemist  to  a  physician. 

The  first  remedy  jjroposed  should  already  be  very  well  understood. 
The  second  simply  means  that  as  to  jirices  paid  for  transportation 
there  shall  be  no  competition  to  depress  the  rates.  The  third  means 
that  competition  in  service  shall  be  maintained  between  competing 
carriers,  for  there  can  be  no  competition  in  service  except  between 
competing  carriers. 

But  what  about  the  consolidation  of  com])eting  lines?  This  was 
one  of  the  "  economies "'  demanded  by  the  cnrriers  under  private 
ownership  and  which  was  made  effective  by  the  Federal  Railroad 
Administration.  The  spokesmen  of  the  carriers  all  say  that  this  is 
essential  if  carriers  are  returned  to  their  private  owners,  and  in  order 
to  accomplish  this  consolidation  the  Sherman  anti-Trust  Act  is  to  be 
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repealed  as  it  applies  to  railroads.  So  the  thii'd  remedy,  resolved  to 
its  last  analysis,  is  only  a  "bread  pill."  It  means  that  competition 
in  service  will  be  maintained  between  competing  carriers,  but  there 
will  be  no  competing  carriers. 

In  conclusion:  The  controlling  factors  in  solving  the  railroad 
problem  may  be  summed  up  as  follows: 

First.  Under  private  ownership  and  operation  railroads  are  required 
to  engage  in  politics.  As  a  result,  scarcely  any  public  question  is  free 
from  influences  brought  to  bear  by  those  interested  in  railroad  policies. 

Second.  Railroads  are  public  highways.  They  are  governmental 
agents,  doing  for  the  public  that  which  the  Government  could  do,  and 
from  economic  necessity  they  should  be  conducted  without  compe- 
tition, thereby  becoming  necessary  monopolies.  All  agree  that  a 
private  monopoly  is  indefensible  and  intolerable  and  should  be 
destroyed.  Therefore,  a  necessary  governmental  monopoly  must  be 
owned  and  operated  by  the  Government. 

Third.  It  requires  enormous  sums  to  finance  railroads.  Under 
private  ownership  capital  can  not  be  compelled  to  contribute  its 
money  to  build  or  equip  transportation  companies.  Therefore,  the 
public  or  the  Government  must  offer  attractive  inducements  to  invite 
private  capital  to  invest  in  a  necessary  governmental  enterprise  with 
speculative  returns.  This  results  in  the  rate  paid  to  private  capital 
under  private  ownership  exceeding  the  rate  paid  by  the  Government 
under  Government  ownership  by  hundreds  of  millions  of  dollars 
annually,  and,  besides,  in  critical  times  organized  capital  can  refuse 
to  furnish  the  necessary  money  to  finance  the  railroads  unless  the 
Government  actually  guarantees  satisfactory  returns  upon  securities 
issued. 

Fourth.  All  agree  theoretically  that  strict  governmental  regulation 
is  absolutely  essential  to  require  railroad  companies  to  give  the  public 
reasonable  rates,  adequate  services,  and  facilities  without  discrimina- 
tion, and  that  the  issual  of  stocks  and  bonds  should  be  controlled  by 
the  Government,  and  that  the  Government  should  supervise  the 
actual  expenditure  of  the  money  received  through  the  sale  of  stocks 
and  bonds.  If  the  Government  regulates  the  rates,  rules,  practices, 
and  services  of  common  carriers  and  prescribes  the  amount  and  con- 
ditions under  which  their  stocks  and  bonds  may  be  sold,  and  how 
these  sums  should  be  expended,  then  it  is  the  duty  of  the  Government 
to  guarantee  a  certain  and  fixed  rate  of  return  to  capital  invested  in 
transportation  companies,  and  this  is  Government  ownership. 

Fifth.  Under  private  ownership,  railroads  must  be  operated  for  the 
maximum  profit.  This  is  a  mistaken  idea  of  the  functions  of  a 
public  highway.  A  railroad  is  like  any  other  public  highway.  It  is 
an  institution  for  public  service,  a  necessary  medium  for  the  exchange 
of  commodities,  without  wliich  prosperity  can  not  exist.  It  is  just 
as  absurd,  in  my  opinion,  to  operate  a  public  highway  for  profit  as  it 
is  for  a  fiscal  court  or  county  commissioners  to  levy  excessive  taxes 
to  exhibit  a  large  surplus  as  an  evidence  of  the  county's  credit  or  the 
business  ability  of  the  county  commissioners. 

Sixth.  As  a  policy  of  Government,  it  is  unjust  and  unlawful  for  a 
county  or  State  to  own  and  operate  a  public  highway  under  the  toll- 

fate  system  and  charge  excessive  tolls  to  those  who  use  the  public 
ighway,  to  acc^uire  a  surplus  with  which  to  build  a  courthouse  or 
other  public  highways.     It  is  less   defensible,    therefore,    to   allow 


EXTENSION   OF   GOVEENMENT  CONTROL  OF   RAILROADS.         785 

priyate  individuals  to  operate  a  public  highway  for  profit  and  pocket 
the  surplus. 

Seventh.  The  public  are  entitled  to  the  natural  and  artificial 
advantages  of  cheap  water  transportation ;  but  fostering  cheap  trans- 
portation by  water,  as  a  governmental  policy,  is  antagonistic  to 
privately  owned  rail  carriers  operating  for  profit.  Only  government 
ownership  of  railroads  can  eliminate  the  conflict. 

Our  Government  spent  millions  in  constructing  the  Panama  Canal 
to  secure  cheap  transportation  by  water  between  the  Atlantic  and 
the  Pacific.  The  Panama  route  reduced  rail  rates  to  coast  points  to 
meet  the  competition  by  ocean  steamers.  Now,  in  order  to  maintain 
the  maximum  profits  for  the  carriers,  it  would  be  necessary  to  increase 
the  intermediate  rates. 

Eighth.  Organized  capital,  organized  labor  and  the  Government 
can  not  live  in  permanent  peace  under  private  ownership  of  public 
highways. 

Under  private  ownership  of  railroads  one  of  two  results  is  inevitable: 
Either,  first,  organized  capital  and  organized  labor  will  combine,  in 
which  event  the  unorganized  public  will  be  ground  between  the  upper 
and  the  nether  millstone;  or,  second,  organized  capital  and  organized 
labor  will  continue  their  strife;  and  when  the  dispute  becomes 
irreconciliable,  it  will  result  in  organized  capital  refusing  to  pay  and 
organized  labor  refusing  to  work.  The  Government  can  not  tolerate 
either  contingency  in  matters  of  transportation. 

Therefore,  the  military  power  of  the  Government  must  be  used 
either  to  compel  private  capital  to  pay  the  demands  of  private  labor; 
or  to  compel  private  labor  to  work  for  private  capital. 

The  military  power  of  the  Government  should  not  be  exercised  to 
compel  either  event. 

The  Government  is  the  whole  people,  and  no  part  of  the  Govern- 
ment should  be  greater  than  the  whole. 

For  these  reasons  I  have  been  forced  to  conclude  that  privately 
owned  railroads  can  not  meet  the  demands  of  the  public  in  matters 
of  transportation. 

Senator  Pomerene.  Now,  will  you  answer  my  question  as  to  tele- 
phones and  the  telegraph? 

Mr.  Finn.  Yes,  sir;  I  will  try  to  do  so. 

Senator  Pomerene.  Or  would  you  rather  do  it  to-morrow  ? 

Mr.  Finn.  I  prefer  to  get  away  to-day.  Senator. 

Senator  Pomerene.  Well,  we  will  adjourn  in  five  minutes. 

Mr.  Finn.  I  believe  in  the  Government  ownership  or  State  or  city 
ownership  of  every  public-service  corporation  where  to  duplicate 
the  service  results  in  an  economic  waste.  In  other  words,  where 
competitive  conditions  result  in  an  economic  waste,  a  monopoly  in 
public-service  enterprises  is  essential.  Now,  if  a  private  monopoly 
is  indefensible,  intolerable,  and  should  be  destroyed,  a  necessary 
Governmental  monopoly  ought  to  be  owned  and  operated  by  the 
Government. 

Senator  Pomerene.  Of  course,  a  telephone  company  or  a  telegraph 
company  is  just  the  same  kind  of  a  monopoly  as  a  railroad? 

Mr.  Finn.  Yes;  but  I  have  not  given  the  study  to  telegraph  com- 
panies or  to  telephone  companies  that  I  have  to  railroad  companies. 
I  understand,  however,  that  competitive  conditions  with  telegraph 
companies  and  with  telephone  companies  result  in  an  economic  waste. 
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Now  then,  if  that  is  not  true,  the  rule  which  I  think  is  correct  does 
not  apply.     K  it  is  true,  then  the  rule  does  apply. 

Senator  Pomerene.  You  do  not  know,  then,  whether  you  would 
recommend  for  the  Government  to  own  the  telegraph  and  telephone 
companies  or  not  ? 

Mr.  Finn.  I  do  not.  But  this  I  do  know:  I  would  not  recommend 
the  operation  of  the  telephone  or  telegraph  system  by  the  Govern- 
ment under  the  same  plan  or  policy  that  the  Government  now 
operates  the  railroads. 

Senator  Pomerene.  What  about  other  monopolies,  natural  mo- 
nopolies?    A  coal  mine  is  a  natural  monopoly,  is  it  not? 

Mr.  Finn.  It  is  a  natural  monopoly,  in  a  sense,  Senator. 

Senator  Pomerene.  The  public  has  to  pay  the  bill  for  the  fuel. 

Mr.  Finn.  If,  as  a  matter  of  fact,  all  the  coal  mines  in  the  United 
States  were  owned  and  operated  by  a  few  individuals,  who  could 
easily  conspire  to  fix  the  price  of  fuel,  then  it  would  be  necessary  for 
the  Government  to  devise  some  means  to  protect  the  public  from 
excessive  profits.  This  might  be  done  effectively  by  the  taxing  power 
of  the  Government.  I  do  not  believe  that  public  necessity,  at  the 
present  time,  demands  the  Government  o%vnership  of  coal  mines  for 
the  purpose  of  guaranteeing  the  public  coal  at  reasonable  prices.  I 
believe  it  is  possible  to  apply  other  governmental  remedies  to  secure 
justice  in  the  business  of  mining  and  selling  coal.  However,  if  the 
Government  o\\aied  the  railroads  and  effectively  regulated  other 
means  of  transportation,  then  it  could  use  its  authority  in  prescribing 
the  terms  and  conditions  under  which  coal  would  be  transported, 
which,  together  with  the  taxing  power  of  the  Government,  could 
effectively  protect  the  public;  and  this,  in  my  judgment,  would  elimi- 
nate the  necessity  of  Government  ownership  of  coal  mines  to  secure 
reasonable  prices. 

Senator  Pomerene.  Then,  if  in  any  industry  like  coal  mines  or 
iron  mines,  the  competition  can  be  eliminated  entirely,  you  would 
have  the  Government  own  them  ? 

^Ir.  Finn.  No,  sir;  I  did  not  say  that. 

Senator  Pomerene.  Whereas,  with  the  railroads  there  is  compe- 
tition, and  on  account  of  the  competition  you  would  have  the  Gov- 
ernment own  them  ?     I  do  not  understand  that. 

Mr.  Finn.  The  distinction  is  this.  Senator,  from  time  imme- 
morial transportation  has  been  considered  a  function  of  the  Govern- 
ment. There  never  has  been  in  the  history  of  civilization,  so  far  as 
I  know,  any  country  that  did  not  consider  transportation  as  part  of 
its  governmental  function,  necessary  to  be  provided  for  the  public 
good.  Now,  when  transportation  companies  have  always  been  con- 
sidered by  civilization  as  an  instrumentality  of  the  Government,  in 
my  own  mind  I  can  clearlv  conceive  of  a  difference  between  the 
governmental  method  of  dealing  with  transportation  companies, 
wliich  are  essentially  governmental  functions,  and  with  industries 
that  are  not  governmental  in  their  nature. 

Senator  Pomerene.  Do  you  know  what  the  positions  of  the  other 
States  are,  as  represented  by  their  public  service  commissions,  on 
this  question  ? 

Mr.  Finn.  I  do  not,  I  have  not  had  the  opportunity  to  confer 
at  length  with  these  gentlemen,  I  do  not  want  to  give  the  irnpres- 
sion  that  I  represent  the  sentiment  of  the  National  Association  of 
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Railway  Commissioners,  nor  the  sentiment,  scarcely,  of  anybody 
else,  Senator,  to  tell  you  tlie  truth.  These  are  my  own  convictions, 
and  I  may  be  absolutely  erroneous  in  my  judgment  and  conslusion; 
but  1  am  honest  in  them. 

Senator  Pomerene.  Are  you  perfectly  satisfied  in  your  own  mmd 
that  there  would  be  less  political  influence  in  Government  ownership 
of  railroads  than  there  is  in  private  ownership? 

Mr.  Finn.  I  am,  sir,  in  my  own  mind. 

Senator  Cummins.  How  important  is  it  that  you  should  leave 
Washington  to-day  ? 

Mr.  Finn.  Well,  I  have  an  important  engagement  Saturday. 

Senator  Cummins.  And  you  ought  to  leave  to-night  in  order  to 
fill  it? 

Mr.  Finn.  Yes,  sir;  but  I  will  tell  you  what  I  could  do,  if  it  is  of 
enough  importance — however,  I  hardly  thmk  so — if  the  committee 
desires  me  to  return;  you  can  just  mdicate  it  to  Senator  Cummins, 
and  I  may  be  called  by  telephone,  and  will  come  back. 

Senator  Pomerene.  We  have  arranged  to  hear  Mr.  Warfield  to- 
morrow. Senator. 

Senator  Cummins.  I  very  much  want  to  get  your  views  upon 
certain  phases  of  the  subject  you  have  discussed,  Mr.  Finn. 

Mr.  Finn.  I  will  file  a  brief. 

Senator  Cummins.  But  I  think  probably  it  is  not  so  important 
that  I  develop  these  views  as  that  you  should  keep  your  engage- 
ment; so,  with  that  arrangement,  Mr.  Chairman,  that  Mr.  Finn  will 
return  if  we  come  to  the  conclusion  that  we  need  him,  I  will  waive, 
for  the  present,  the  examination  which  I  otherwise  would  have  made. 

Senator  Pomerene.  Very  well.  Then  we  will  stand  recessed 
until  10  o'clock  to-morrow  "morning. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
Friday,  January  31,  1919,  at  10  o'clock  a.  m.) 
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FRIDAY,  JANUARY  31,  1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington^  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
Senator  Pomerene  presiding. 

Senator  Pomerene.  The  committee  will  please  come  to  order.  Mr. 
Warfield,  you  will  take  the  stand,  please. 

STATEMENT  OF  MR.  S.  DAVIES  WARFIELD. 

Senator  Pomerene.  Will  you  please  state,  for  the  benefit  of  the 
record,  your  name,  residence,  occupation,  and  the  interests  you  rep- 
resent ? 

Mr.  Warfield.  I  am  president  of  The  Continental  Trust  Co.,  Balti- 
more. Md.  In  this  particular  case,  however,  I  represent  as  president 
the  National  Association  of  Owners  of  Eailroad  Securities,  and  my 
residence  is  Baltimore.  I  am  also  chairman  of  the  Seaboard  Air  Line 
Railway,  and  am  acting  as  its  president  during  Federal  control.  If 
it  will  suit  the  convenience  of  the  Senators,  I  would  like  to  read  this 
document  through,  and  then  be  questioned  afterwards. 

Senator  Pomerene.  Very  well,  sir. 

Mr.  Warfield.  This  is  to  the  Senate  Committee  on  Interstate 
Commerce : 

In  your  consideration  of  the  plan  for  the  return  of  the  railroads  to  private 
operation  now  submitted  on  behalf  of  the  National  Association  of  Owners  of 
Railroad  Securities,  you  should  know  what  this  association  represents  and 
stands  for. 

Approximately  $17,000,000,000  represents  the  railroad  capital  of  the  country 
in  the  hands  of  the  public. 

Fifty  million  people,  nearly  one-half  of  our  population,  are,  directly  or  indi- 
rectly, the  owners  of  these  securities. 

They  are  profoundly  interested  in  whatever  affects  the  properties  in  which 
they  have  invested  their  money. 

Three-fifths  of  the  capitalization  of  the  railroads  consists  of  securities  with- 
out voting  power,  such  as  bonds.  The  owners  thereof  have  no  voice  in  the 
management  of  the  properties.  The  other  two-fifths,  the  stockholders,  vote 
upon  their  managements. 

Prior  to  the  organization  of  this  Association,  the  owners  of  railroad  securi- 
ties, particularly  bondholders,  had  been  without  means  collectively  to  present 
their  views  on  matters  connected  with  the  properties  or  on  legislation  affecting 
them ;  nor  were  they  in  a  position  collectively  to  be  heard  by  the  Interstate 
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Commerce  Conimi.^^sion  or  l)y  other  national  or  State  ajieucies  ehar.sj;e(l  with  the 
duty  of  public  control  of  the  railroads. 

The  railroads  had  not  secured  from  lejiislative  bodies  or  the  Interstate  Com- 
merce Commission  the  consideration  to  which  we  believed  they  were  entitled. 

A  "  state  of  mind  '"  hostile  to  the  railroads  had  been  formed  in  nearly  every 
relation  they  had. 

This  had  resulted  in  a  steady  encroachment  upon  their  property  rights  rep- 
resented by  bonds  and  stocks. 

We  wished  to  obtain  from  those  in  public  control  of  the  railroads  recognition 
of  the  principle  that  net  earnings  must  provide  a  margin  of  safety  to  protect 
securities  and  credit.  Without  this  basis  of  credit,  it  is  impossible  to  achieve 
economical  administration  and  efiicency,  which,  in  the  long  run.  produce  lower 
freight  and  passenger  rates. 

Whether  the  condition  described  arose  from  the  exploitation  and  mismanage- 
ment of  certain  railroads  in  j'ears  past  made  little  difference  to  present  owners 
of  the  securities. 

Suffice  it  to  say,  it  wa.s  evident  that  the  time  had  arrived  when  owners  of 
securities  of  railroads  should  organize  for  the  purpose  of  mutual  protection. 

A  conference  of  such  owners  was  held  in  the  city  of  Baltimore.  'SU\..  on  May  23, 
1917.  Although  luu'riedly  called  the  conference  was  attended  by  more  than  500 
individual  owners  or  representatives  of  owners  of  railroad  bonds  and  stocks, 
including  the  leading  life  insurance  companies,  savings  banks,  fire,  marine, 
surety  and  casualty  companies,  national  and  Stiite  banks,  trust  companies  and 
trustees  of  estates,  universities  and  colleges. 

More  than  .$2,000,000,000  of  railroad  securities  were  represented.  The  Na- 
tional Association  of  Owners  of  Railroad  Securities  was  organized. 

The  purpose  of  the  association  was  announced  that  it  would  do  whatever  it 
properly  could  to  protect  investment  made  in  railroad  securities  by  the  exercise 
of  the  rights  belonging  to  the  ownership  of  such  securities. 

This  country  can  not  secure  the  full  measure  of  ]irosperity  unless  and  until 
the  railroads — the  arteries  of  tr^de  and  commerce — are  properly  treated  and 
protected. 

Not  only  are  the  50,000,000  investors  in  railroad  securities  concerneil,  but 
investors  generally  and  the  people  as  a  whole  are  vitally  concerned  in  a  situa- 
tion fast  drifting  toward  the  point  beyond  which  it  will  not  be  possible  to 
obtain  due  consideration  for  property  rights. 

MEMBERSHIP. 

Through  its  membership,  directly  and  indirectly,  by  institutional  and  indi- 
vidual membership,  the  association  now  represents  $5,620,500,000  in  actually 
paid-up  membership,  of  the  outstanding  $17,000,000,000  of  railroad  securities. 
If  the  collateral  railroad  holdings  represented  by  the  membership  is  taken,  this 
figure  would  l)e  increased  to  nearly  $8.000,0O0,600.  It  represents  through  such 
membership  30,000,000  of  the  50,000,000  people  of  the  country  who  own  or  are 
interested  in  railroad  securities.  Its  management  is  vested  in  an  advisory  com- 
mittee of  150  membei-s  from  G7  cities  and  36  States,  an  executive  conunittee  of 
33  members,  an  active  subexecutive  conunittee  of  9  members,  a  financial  com- 
mittee of  70  members  named  from  34  cities  and  30  States,  a  general  connuittee 
of  15  representing  10  States,  mostly  shippers.  The  legal  advisers  of  the  asso- 
ciation consists  of  5  attorneys  from  different  sections  of  tlie  country  as  ad- 
visory counsel  and  3  as  general  counsel.  Thei'e  are  5  vice  jjresidents',  1  from 
each  of  the  followings  cities:  San  F^rancisco,  Chicago,  Galveston  (Tex.), 
Atlanta  (Ga.),  and  Newark  (N.  T.).  I  represent  the  Association  as  its  i>resi- 
dent.  When  you  consider  that  a  fourth  of  the  provision  made  after  death  by 
owners  of  life  insurance  policies  is  invested  in  railroad  securities  and  that 
30,000,000  people  own  the  46.000.000  life  insurance  policies  now  outstanding, 
secured  by  th(>  investments  of  the  great  insurance  companies,  with  one-quarter 
of  them  railroad  securities,  you  realize  how  important  liecome  the  methods 
under  which  these  properties  are  to  be  returned  to  their  owners.  Our  member- 
ship includes  practically  all  the  large  life  insurance  companies,  as  well  as  de- 
positors in  mutual  savings  lianks,  individuals,  trustees  of  estates,  universities, 
colleges,  benevolent  institutions,  tire,  marine,  and  casualty  companies  and  fidu- 
ciarv  institutions  generally,  such  as  banks  and  trust  companie.s. 


EXTENSION   OF   GOVERNMENT  CONTROL  OF   RAILROADS.         791 

MKTHOUS    ()PE\    to    CoNdUKSS. 

Wo  understand  that  three  methods  are  open  to  Congress  in  respect  to  the 
railroads : 

1.  To  carry  out  tlie  provisions  of  the  Federal  Control  Act  under  which  their 
control  and  operation  was  taken  over  by  the  (Jovernnient  for  the  sole  purpose 
of  war. 

2.  To  extend  the  peri<»d  of  F'ederal  control  and  operation  for  five  (5)  years 
for  purposes  clearly  not  those  for  which  they  were  taken. 

:i.  (Jovernment  ownership — a  question  embodying  a  complete  reversal  of  na- 
tional policy,  of  vital  moment  to  every  interest  in  the  country — agricultural, 
industi'ial,  connnercial,  tinancial,  social. 

The  third  proposition  we  assume  is  not  at  this  time  being  seriously  considered 
by  your  conunittee.  no  matter  what  may  be  the  opinion  of  some  in  respect 
thereto.  Certainly  the  results  of  Federal  control  and  operaticm  thus  far  ob- 
tained can  not  give  comfort  to  advocates  of  Government  ownership.  The  ex- 
igencies of  the  present  situation  require  immediate  action  in  respect  to  property 
that  was  taken  for  war  under  agreement  with  the  owners  for  its  return  as  out- 
lined in  the  Federal  Control  Act. 

The  second  proposition  is  disposed  of  in  the  settlement  of  the  first.  Exten- 
sion of  the  time  of  Federal  control  and  operation  beyond  the  time  specified  in 
the  Act  for  the  return  of  the  railroads  would  take  them  to  a  point  where  they 
can  not  be  returned  at  all.  Congress  placed  the  Federal  Control  Act  on  the 
statute  books.  Your  conmiittee  knows  the  purpose  the  Congress  had  in  mind 
when  this  was  done.  And  Congress  will  decide  whether  it  is  defensible  to 
seize  property  for  war  purposes  and  when  those  purposes  have  been  served  to 
use  the  vast  investment  therein  to  carry  out  individual  theories  of  railroad 
operation  and  for  experimental  purposes.  The  financial  structure  of  all  credit 
is  involved  in  the  decision  of  your  committee,  apart  from  the  question  of  com- 
mon honesty  involved,  for  Congress  did  not  authorize  the  investmeiat  of 
50.000,000  people  in  these  properties  to  be  seized  for  one  purpose  and  then  put 
to  another.  Your  Act  not  only  specifically  names  the  time  within  which  the 
railroads  shall  be  gotten  ready  for  return  to  their  owners  and  for  such  return, 
but  it  also  provides  for  the  physical  condition  in  w^hich  you  expect  and  require 
them  to  be  returned. 

We  believe  that  the  railroads  of  the  country  should  be  returned  to  their 
owners  under  private  operation  as  early  as  practicable,  but  not  before  legis- 
lation can  be  enacted  that  will  assure  adequate  facilities  and  service  at  reason- 
able rates  under  proper  control  and  regulation  by  governmental  bodies  and 
protection  to  the  investment  in  the  properties. 

We  urge  that  this  legislation  be  enacted  early  in  the  21  months  allowed 
by  the  Federal  Control  Act  to  prepare  for  their  return,  since  each  month  of 
continued  so-called  unification  and  diversion  of  traffic  takes  the  railroads 
further  away  from  normal  methods  for  meeting  the  business  requirements  of 
reconstruction.  They  are  fast  losing  their  individuality  and  we  ask  during 
the  present  session  of  Congress  such  temporary  legislation,  at  least,  as  shall 
cause  the  innnediate  restoration  of  the  normal  requirements  of  the  railroads, 
such  as  their  traffic  and  other  departments,  largely  suspended  upon  entering 
Federal  control.  The  longer  this  is  delayed  the  more  difficult  does  it  become 
to  carry  out  the  intention  and  provisions  of  the  Federal  Control  Act.  which  re 
quires  that  the  railroads  shall  be  so  maintained  and  operated  "  that  the  prop- 
erty of  each  carrier  may  be  returned  to  it  in  substantially  as  good  repair  and 
in  substantially  as  complete  equipment  as  it  was  in  at  the  beginning  of  Federal 
control." 

W^e  ask  that  you  will  provide  for  a  gradual  liquidation  of  the  indebtedness 
of  the  railroads  to  the  Government.  The  Government's  loans  to  the  railroads, 
outside  of  advances  of  annual  compensation  or  rental,  largely  represent  ex- 
penditures made  at  the  sole  discretion  of  the  Director  General  for  war  and 
other  purposes  over  which  the  railroad  corporate  managements  have  had  no 
control,  and  often  made  without  their  approval.  You  may  recall  that  the  con- 
tract executed  between  the  Government  and  the  telephone  company  gives 
20  years  during  which  repayment  of  obligations,  similarly  created,  may  be 
made.  A  large  part  of  the  loans  made  to  the  railroads  by  the  Government 
represents  the  compensation  the  raili'oads  are  entitled  to  receive  under  the 
Federal  Control  Act  as  rental.  In  many  cases  this  rental  has  been  called  an 
advance,  notes  given  therefor  and  collateral  required  therewith. 
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Control  of  Rates  Without  Responsibility  foe  Their  Financial  Effect. 

The  Interstate  Commerce  Commission  has  controlled  rates,  the  life's  blood 
of  the  railroads ;  yet  they  have  never,  by  Congressional  act,  been  made  respon- 
sible for  the  results  of  rates  of  their  own  making  that  have  not  produced 
revenue  sufficient  to  furnish  either  adequate  facilities  and  service  in  the  public 
interest,  or  a  fair  return  on  the  investment  in  the  i-ailroads.  We  believe  there 
should  be  no  divided  responsibility  here,  that  every  Federal  or  State  regu- 
latory body  should  be  made,  by  statute,  directly  responsible  to  the  public  for 
the  status  of  a  railroad  when  under  the  law  they  can  and  do  compel  it  to 
accept  rates  from  which  its  sole  income  is  derived.  In  such  supervision  should 
be  wages  as  well  as  other  elements  entering  into  railroad  expenditure.  Either 
give  the  railroads  back  to  their  owners,  free  from  all  Federal  regulation,  and 
hold  their  owners,  under  a  penalty,  directly  responsible  to  the  Congress  and 
to  the  people  for  their  honest  and  efficient  management,  which  we  do  not  ad- 
vocate ;  or,  by  act,  require  that  any  Federal  regulatory  body  you  place  in  con- 
trol of  them  shall  be  held  as  responsible  as  you  would  hold  the  private  exploiter 
if  the  railroads  are  not  efficient  and  rates  supplied,  under  instructions,  that 
will  give  them  credit.  The  first  badge  of  efficiency  is  a  successful  enterprise. 
No  business  house  can  efficiently  serve  its  customers  when  it  may  be  continu- 
ously threatened  with  disaster.    Neither  can  a  railroad. 

Requisites  of  Plan  for  Return  of  the  Railroads. 

Our  plan  provides  a  method  by  which  a  percentage  of  the  net  operating 
income  of  the  railroads  is  set  aside  to  be  applied  to  the  payment  of  a  return 
on  the  investment  therein  just  the  same  as  payments  are  required  to  be  made 
for  other  necessities  entering  into  railroad  operation,  without  which  they 
can  not  operate.  Everything  else  but  the  capital  upon  which  they  do  business 
has  been  recognized  as  an  essential,  but  the  policy  has  been  that  after  pro- 
viding for  everything  else,  whatever  may  be  left  over,  goes  to  take  care  of 
invested  capital  which  should  be  provided  for,  especially  in  a  controlled  and 
regulated  business,  for  without  it  the  business  can  not  be  run  at  all.  It  is 
proposed,  therefore,  by  act  of  Congress  to  fix,  through  rates,  a  percentage  of 
reasonable  return  on  property  investment  in  the  railroads,  at  least  as  far  as  this 
may  be  practicable.  And  after  authorizing  a  reserve  fund  to  be  set  up  as 
a  margin  of  safety  within  prescribed  limitations  surplus  earnings  of  the  rail- 
roads will  be  applied  as  set  forth  in  the  plan,  part  being  used  in  profit  sharing 
with  the  employees.  A  corporation  is  to  be  organized  to  supply  the  means  to 
assist  in  the  return  of  the  railroads ;  to  finance  railroad  equipment  to  be  used 
under  lease,  permanently  or  as  emergency  equipment,  and  to  give  a  manage- 
ment for  the  control  of  the  joint  use  of  railroad  facilities.  Regional  commis- 
sions are  provided  to  act  in  concert  with  the  Interstate  Commerce  Commission. 
We  realize  that  this  calls  for  the  extension  of  regulatory  powers  to  Federal 
commissions,  but  they  are  to  be  directed  as  to  procedure  by  an  act  of  Con- 
gress. In  extending  regulatory  powers  provision  should  be  made  for  such  use 
of  the  functions  of  the  State  commissions  as  shall  be  beneficial,  by  coordinating 
their  work  with  the  Interstate  Commei'ce  Commission  supplemented  by  the 
regional  commissions,  so  located  as  to  give  the  country  a  regulatory  system 
on  which  all.  locally  and  nationally,  can  depend,  and  free  from  political  domina- 
tion and  control.  Through  the  proposed  leveling  of  railroad  earnings  by  excess 
earnings  reduction  and  through  the  powers  to  be  conferred  upon  the  above- 
mentioned  corporation  to  be  organized,  in  the  public  interest,  for  the  unifica- 
tion and  adjustment  of  operating  and  traffic  facilities,  the  use  of  the  combined 
facilities  of  all  the  railroads  will  be  secured  with  the  competitive  advantages 
still  preserved  to  the  shippers  and  the  public  from  the  individual  operation  of 
each.  The  Interstate  Commerce  Commission  and  the  management  of  the  cor- 
poration working  in  unison  will  be  the  means  of  correcting  any  inequalities, 
and  should  produce  a  satisfactory  solution  of  many  existing  difficulties.  Around 
these  requisites  our  plan  has  been  constructed. 

In  the  consideration  of  plans  for  the  return  of  the  railroads  the  views  of 
many  of  the  interests  concerned  have  been  ascertained.  In  the  progress  of  this 
we  have  cooperated  with  and  asked  in  return  the  cooperation  of  shipping 
Interests  of  the  country.  Shippers  have  recognized,  in  fact  thoy  have  so  stated, 
that  this  is  the  first  time  recognition  has  been  made  of  the  desirability  of 
cooperation  and  understanding  between  those  who  own  the  railroads  and  those 
who  use  them.     The  war,  if  nothing  else,  has   taught   us  that  the  interests 
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of  the  two  are  largely  identical  in  that  adequate  railroad  facilities  and  service 
can  not  he  secured  without  adequate  return  on  railroad  investment.  We  have 
conferred  also  with  others  interested.  We  have  adopted  many  of  the  sugges- 
tions made  that  have  seemed  to  us  constructive. 

Our  purpose  in  coming  before  you  is  to  make  suggestions  in  relation  to  the 
conditions  under  which  the  railroads  may  be  restored  to  their  owners,  with 
a  view  to  being  helpful.  These  suggestions  are  embodied  in  the  plan  we  now 
submit  as  an  outline  of  what  seems  essential  for  the  proper  and  safe  return 
of  the  railroads  and  for  their  continuance  under  private  ownership  and  opera- 
tion. The  method  of  governmental  control  and  regulation  suggested,  if  adopted, 
we  believe  will  prove  effective. 

As  the  first  step  in  the  return  of  the  railroads  the  plan  contemplates  that  the 
present  freight  and  passenger  rates,  State  and  interstate,  and  the  present  scale 
of  wages  shall  remain  in  full  force  and  effect  until  and  unless  changed  in  the 
operation  of  the  plan. 

The  plan,  stripped  of  operating  details,  is  based  upon  the  following  funda- 
mentals, and  they  are  embodied  therein : 

Fundamentals  of  Plan. 

1.  A  minimum  rate  of  return  on  the  property  investment  in  the  railroads, 
fixed  by  act  of  Congress,  through  rates  adjusted  as  occasion  may  demand,  in 
order  that  the  securities  of  the  railroads  may  be  stabilized  and  their  credit 
established  on  a  basis  necessary  to  secure  the  money  to  provide  to  the  shippers 
and  travelitig  public  adequate  facilities  and  service. 

2.  Recognition  that  a  fixed  return  through  rates  that  will  enable  the  average 
railroad  to  receive  an  adequate  return  on  its  Invested  capital  is  not  possible 
without  giving  to  the  more  favorably  situated  railroads  more  revenue  than  the 
public  will  sanction,  or  more  than  would  represent  a  fair  return  on  its  property. 
The  earnings  of  railroads  in  excess  of  a  fixed  reasonable  rate  of  return  to  be 
applied  as  provided  in  the  following  section. 

3.  A  distribution  under  the  control  and  .iurisdiction  of  the  Interstate  Com- 
merce Commission  of  a  percentage  of  the  fund  above  provided,  that  railroad 
employees  shall  receive  the  benefit  of  profit  sharing,  by  insurance  or  by  such 
other  legal  methods  as  may  be  determined  upon;  likewise  a  distribution  of  a 
percentage  thereof  among  the  railroads  earning  it.  and  under  the  plan,  and  in 
furtherance  of  incentive  and  initiative  by  establishing  operating  efficiency 
standards  ;  for  certain  improvements  to  railroad  property,  under  restrictions,  not 
to  be  capitalized  in  rate  making ;  and  for  other  purposes  defined  in  the  plan. 

4.  A  corporation,  created  by  act  of  Congress,  operated  without  profit  to  the 
railroads,  and  under  Federal  control,  directed  by  trustees  composed  of  the  nine 
Interstate  Commerce  Commissioners  and  eight  railroad  men.  to  finance  in  the 
present  emergency  such  equipment  as  may  be  purchased  by  it  from  the  Rail- 
road Administration  and  allocated  to  the  railroads,  and  to  furnish  an  immediate 
means  for  assisting  in  financing  the  return  of  the  roads ;  continued  as  a  per- 
manent means  for  mobilizing  and  purchasing  equipment  to  be  leased  to  the  rail- 
roads;  to  provide  a  management  or  agency  to  continue  or  put  into  effect  tbe 
joint  u.se  of  terminals,  unification  of  facilities,  rerouting  of  freight  by  pooling  or 
otherwise,  and  to  continue  or  adopt  such  methods  of  operation  as  may  have  been 
found  to  be  successful  and  expedient  during  Federal  control ;  to  furnish  a  stand- 
ing, trained,  and  efficient  means  for  immediate  mobilization  of  the  railroads  for 
war  purposes  without  additional  legislation. 

5.  Federal  regulation  extended  through  the  Interstate  Commerce  Commission 
as  at  present  established,  coordinating  therewith  subsidiary  commissions, 
as  regional  commissions,  the  members  thereof  selected  equally  from  the  two 
leading  political  parties  appointed  from  and  sitting  in  the  six  traffic  territories 
as  at  present  defined,  giving  to  such  bodies  the  determination  of  rates  and 
regulations  essential  to  the  operation  of  the  plan. 

The  right  of  appeal  is  given  to  the  Interstate  Commerce  Commission,  which 
may  be  designated  commission  of  appeal. 

6.  Continuation  of  rate  committees,  composed  of  representatives  of  both 
railroads  and  shippers,  established  in  defined  territories  of  the  country,  to 
primarily  consider  and  pass  upon  all  changes  in  rates  requested  by  either 
railroads  or  shippers  and  before  being  filed  with  the  regional  commissions 
or  Interstate  Commerce  Commission,  as  provided  in  the  plan. 

7.  Coordination  by  the  Interstate  Commerce  Commission  of  the  work 
of  the  State  commissions  as  far  as  the  limitations  of  the  law  and  the  legis- 
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lation  provided  under  the  plan  will  permit  with  that  of  the  regional  com- 
missions. The  adjustment  of  intrastate  rates  to  the  requirements  of  inter- 
state commerce,  as  prescribed  through  interstate  rates,  is  vested  in  the 
Federal    commissions. 

8.  Regional  conmiissions  act  as  boards  of  conciliation  for  the  settlement 
of  wage  differences  between  the  railroads  and  their  employees.  In  default 
of  settlement  such  commissions  shall  appoint  two  arbitrators,  the  employees 
naming  two,  the  four  so  selected  naming  the  fifth,  if  required.  Appeal  may 
be  taken  to  the  Interstate  Commerce  Commission,  the  findings  not  to  be 
compulsory  unless  mutually  agreed  beforehand.  A  fixed  return  being  pro- 
vided under  the  plan,  expenditures  for  wages  or  other  elements  entering  into 
expenditures  are  supervised  by  the  commissions. 

9.  Future  issues  of  railroad  securities  supervisetl  by  the  regional  com- 
missions and  the  Interstate  Commerce  Commission. 

Other  Plans  that  Have  Been  Proposed. 

Having  stated  the  fundamentals  of  our  plan,  it  becomes  necessary,  before 
entering  into  the  details  thereof,  to  discuss  some  of  the  propositions  that 
have  been  submitted  to  your  committee  from  other  sources.  Their  funda- 
mentals are : 

1.  Compulsory  Federal  incorporation  of  railroads. 

2.  Provision  for  a  new  Cabinet  offlcer,  to  be  known  as  the  secretary  of 
transportation. 

3.  Regional  railroad  companies,  into  which  present  railroad  companies  shall 
be  merged. 

4.  Withholding  from  the  Government  the  initiation  and  determination  of 
rates,  at  the  same  time  asking  that  such  rates  shall  provide  sufficient  revenues 
to  the  railroads. 

1.  Compulsory  Federal  Incorporation. 

Compulsory  and  exclusive  Federal  incorporation  of  the  railroads  was  dis- 
cussed before  the  Newlands  committee  of  the  Senate  in  1914.  The  principal 
purpose  thereof  seems  to  be  the  obliteration  of  State  commissions. 

It  is  true  that  some  of  the  commissions  in  some  of  the  States  have  been 
drastic  in  the  exercise  of  their  regulatory  powers.  But  in  a  country  of  such 
vast  area  as  the  United  States,  and  where  the  integrity  of  the  States  is. 
and  should  be,  preserved,  it  is  not  only  natural  but  in  a  large  degree  neces- 
sary that  a  place  of  complaint  should  be  supplied  the  people,  and,  further, 
there  should  be  a  body  to  appeal  to  close  at  home,  easy  of  access,  and  where 
the  users  of  a  i-ailroad  operating  in  the  State  may  go  to  ask  the  correction  of 
abuses  and  for  securing  the  service  that  they  may  feel  is  not  being  given. 

Compulsory  Federal  incorporation  necessitates,  in  the  opinion  of  many 
able  lawyers,  the  sale  of  existing  railroad  companies  now  organized  under 
State  charters  to  companies  to  be  organized  under  Federal  charters.  Such 
Bederal  charters  would  be  authorized  by  act  of  Congress,  always  subject  to 
amendment  at  any  time  by  any  Congress,  and  would  likely  contain  a  recapture 
clause  under  which  the  Government  could  acquire  the  railroads  on  its  own 
terms  by  probably  taking  from  them  the  right  of  appeal  to  the  courts  for 
an  ad.iustment  of  their  affairs.  It  would  mean  surrendering  the  rights  they 
now  have  under  State  charters  for  Federal  charters  under  such  an  act  as 
would  be  necessary  to  secure  the  results  desired,  viz,  the  breaking  down 
of  the  right  of  the  State  to  establish  a  commission  for  the  purpose  of  regu- 
lating any  of  the  affairs  of  the  railroads.  The  present  Railroad  Administra- 
tion in  insisting  on  the  present  contract  during  Federal  control,  which  requires 
that  the  railroads  sign  away  all  right  of  appeal  to  the  courts  for  damage  to 
their  business,  may  be  taken  as  an  example  of  what  would  likely  happen  under 
a  Federal  incorporation  act.  In  other  words,  compulsory  Federal  incorporation 
under  such  an  act  as  would  carry  out  the  purposes  of  its  advocates,  demands  such 
sweeping  powers  necessary  for  the  obliteration  of  the  State  conunissions 
and  to  take  the  railroads  entirely  beyond  the  power  of  the  States  that  it 
would  put  them  in  the  position  of  handing  over  to  the  Government  much  more 
than  the  control  of  their  affairs.  It  means  turning  over  the  properties  to 
the  Government  under  an  act  of  Congress  that,  to  obtain  the  object  sought 
by  those  advocating  it,  shall  completely  surrender  rights  now  possessed  by 
their  owners,  the  release  of  which  might  eventually  prove  suicidal  to  theni. 
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All  ;irv  tliiit  could  from  (iiiic  to  time.  l).v  a  simi)le  iimpiulment,  juitliorize  rail- 
roal  proiu'i-ty  to  1)0  taken  under  conditions  refiectin.t,'  the  prevailinjr  sentiment 
of  a  time  o1"  jireat  national  unrest  and  political  excitement  would  be  a  constant 
source  of  danger  to  the  projuM'ties  ;ind  woidd  not  .liive  the  stability  to  railroad 
credit  and  securities  that  would  obtain  did  such  an  act  not  exist.  No  rail- 
road is  .iustitied  in  surreuderinp;  le;ial  rights  its  present  status  gives  it  for 
advantages  alleged  to  be  attained  by  Federal  incorpoi-ation.  and  thereby  leave 
open  any  such  avenue  of  menace  to  property  riglits. 

The  ]iower  of  Congress  to  make  Federal  incorporation  <'om]»ulsory  is  doubtfiil 
on  constitutional  grounds.  Endless  litigation  would  ensue,  in  which  the  States 
would  jiarticipate,  to  contest  the  abrogation  of  their  right  to  exact  the 
Iterforniance-on  the  part  of  railroads  of  certain  obligations  assumed  by  them 
as  conditions  imposed  in  return  for  franchise  rights  that  had  been  granted  to 
them  by  the  States.  Furthermore,  some  States  own  stock  of  railroads  and 
would  likely  join  with  other  stockholders  in  resisting  any  such  iii-oposal. 

Opinions  of  Coinski.  oi-    thk  Association  in  Hespect  to  Com rn. soi;y  Feiikkal 

iNCORT'OIiATION    OK    RAILROADS. 

There  follow  tlie  opinions  of  Messrs.  Hugh  L.  Bond.  Jr.,  Elihu  Root,  John 
O.  Millturn.  John  S.  Miller,  and  Forney  Johnston,  advisory  coun.sel  :  and  Sam- 
uel Untermyer,  B.  H.  Inness  lirown.  and  Luther  M.  Walter,  general  counsel, 
declaring  unconstitutional  legislation  requiring  the  compulsory  Federal  incor- 
poration of  railroads  ;is  herein  outlined. 

The  Baltimore  &  Ohio   IIailroaii  Co.. 

Law    DEPARTjrENT, 
Bnltiinorc,  Md.,  December  20.  WIS. 
Mv.  S.  Davies  Warfteld. 

President,  National  Assneiafion  of  Oivurrs  of  Railroad  Securities. 
Baltimore.  Md. 

Dear  ]\fR.  Waretp^ld  :  T  write  in  compliance  with  your  recpiest  that  I  give 
yon  my  \iews  as  to  compulsory  Federal  incorporation  of  railroad  carriers.  I 
attach  a  copy  of  a  report  made  by  me  in  November.  191B,  on  the  only  form  of  act 
ever  i»ropose(l  by  the  advocates  of  compulsory  Federal  incorporation,  so  far  as 
I  know,  to  carry  their  plan  into  effect.  In  my  opinion  no  other  form  of  act 
can  be  drawn  that  will  not  be  equally  invalid.  The  fundamental  assumptions 
indulged  in  by  the  advocates  of  the  compulsory  plan  are  (1)  that  Congress 
can  validly  in  its  discretion  exercise  its  constitutional  power  to  regulate  com- 
merce Itetween  the  States  by  iirohiliiting  each  and  every  State  corporation  from 
engaging  in  that  part  of  such  commerce  embraced  in  tran.sportation  by  rail- 
road, and  (2)  that  Congress  can  validly,  in  the  exercise  of  the  same  power 
of  regulation,  provide  for  and  authorize  the  transfer  by  each  State  corporation 
of  all  its  property  to  a  Federal  corporation  without  the  consent  of  the  stock- 
holders of  the  State  corporation  or  of  the  State  notwithstanding  that  such 
transfer  wil!  entirely  disal)le  th(^  State  corporation  from  performing  intra- 
state transportation  or  carrying  on  other  business  not  part  of  connnerce  be- 
tween the  States  which  it  has  assumed  the  duty  to  perform  or  carry  on  under 
its  State  charter. 

The  first  assumption  can  be  supported  only  on  the  theory  that  the  power 
of  Congress  is  absolute.  This  theory  has  l)een  shattered  by  the  decision  of 
the  United  States  Supreme  Court.  June  3,  1918.  in  the  so-called  child-labor 
case.  In  that  case  the  court  held  that  the  necessary  effect  of  the  act  must  be 
considered  in  order  to  determine  whether  or  not  it  transcends  the  authority 
delegated  to  Congress  over  commerce,  and  also  whether  or  not  it  exerts  a 
power  as  to  a  matter  to  which  the  Federal  anthorit.v  does  not  extend. 

The  compulsory  Federal  incorporation  proposition  has  the  necessary  effect 
of  depriving  all  State  corporations  of  their  right  to  engage  in  interstate  trans- 
portation, man.v  of  which  have  been  so  engaged  fur  nearly  a  century.  The 
obvious  and  intended  effect  of  the  i)rohil)ition  is  to  comjiel  Federal  incorpora- 
tion for  the  purpose  of  giving  C'ongress  exclusive  control  and  ])ower  as  well 
over  the  internal  commerce  of  the  States  as  over  interstate  connnei-ce.  Chief 
Justice  Marshall  in  Gibbons  r.  Ogden  (9  Wheaton,  208),  specified  "laws  for 
regulating  the  internal  connnerce  of  a  State"  as  part  of  tliat  mass  of  legis- 
lation not  surrendered  to  the  (General  Covernment. 

The  second  assumption  rests  on  even  more  doubtful  I  theories  than  the  first. 
Not   only   is  a    State   railroad   corporation   under  charter  obligation   to   trans- 
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port  the  internal  commerce  of  the  State  but  it  also  possesses  and  operates 
much  property  not  directly  engaged  in  interstate  commerce;  its  shops,  for 
instance.  The  legal  validity  of  an  attempted  transfer  by  the  State  corpora- 
tion of  all  its  properties  to  a  Federal  corporation  could  be  attacked  by  any 
stockholder  or  by  the  State.  Not  until  the  United  States  Supreme  Court 
had  decided  the  cases  and  sustained  or  declared  invalid  the  compulsory  in- 
corporation act  of  Congress  would  it  be  safe  for  any  banker  to  take  the 
securities  either  of  the  Federal  or  of  the  State  corporation.  There  would 
be  two  or  thi-ee  years  of  chaos  in  railroad  affairs. 

Every  constitutional  power  of  Congress  over  the  railroad  corporations  can 
be  exercised  by  the  regulation  of  existing  State  corporations  in  the  conduct 
of  their  interstate  business  and  of  their  business  internal  to  a  State  so  far 
as  the  latter  directly  affects  the  former  through  competition  or  otherwise. 
Federal  incorporation  rendered  compulsory  by  prohibition  against  others  is 
a  dangerous  attempt  to  accomplish  unconstitutional  purposes  in  a  manner 
too  bare-faced  to  escape  the  condemnation  of  the  United  States  Supreme 
Court. 

Very  truly,  yours, 

Hugh  L.  Bond,  Jr.. 

General   Counsel. 

(Copy  of  the  report  referred  to  in  the  above  letter:) 

NOVEMBEB  17,  1916. 

In  compliance  with  your  request  that  I  give  you  in  writing  my  views  upon  the 
proposed  "  Federal  Railroad  Corporation  act,"  I  submit  the  following  report.  I 
have  confined  this  report  to  the  main  propositions  involved,  and  have  not  at- 
tempted to  make  a  brief  on  the  questions  of  law. 

First.  Chapter  I,  section  1,  of  the  proposed  act  provides :  "  That  no  corpora- 
tion shall  after  the  30th  day  of  June  in  the  year  ,  operate  any  line  of 

railroad  in  interstate  or  foreign  commerce  unless  such  corporation  shall  be,  or 
shall  have  become,  a  Federal  railroad  corporation  under  this  act." 

Chapter  II,  sections  2,  3,  4,  5,  6.  7,  and  8,  provides  how  "  every  corporation 
now,  or  at  any  time  hereafter,  owning  or  operating  under  lease  or  other  right 
of  possession  or  use.  any  line  of  railroad  engaged  in  interstate  or  foreign  com- 
merce "  is  authorized  to  become  a  "  Federal  railroad  corpoi*ation." 

The  method  provided  in  section  3  is  for  the  board  of  directors  to  file  with  the 
Federal  railroad  commission  a  "  certificate  of  reincorporation,"  stating  the 
matters  in  section  3  set  forth.  It  is  here  that  one  of  the  main  questions  arises. 
What  is  the  effect  of  this  so-called  "  reincorporation  "?  Does  the  State  corpora- 
tion cease  to  exist,  or  does  the  State  corporation  become  also  a  Federal  corpora- 
tion, but  continue  its  existence  as  a  State  corporation? 

The  other  provisions  of  the  act  leave  one  in  doubt  as  to  which  effect  is  in- 
tended, but  I  believe  the  draftsman  of  the  act  intended  and  believed  the  effect 
to  be  that  the  State  corporation  should  cease  to  exist.  Section  8  particularly 
seems  to  confirm  my  belief.  If  such  should  be  the  construction  placed  on  the 
act  by  the  courts,  my  opinion  is  clear  that  the  courts  must  declare  Chapter  I, 
section  1,  unconstitutional.  Pending  the  final  decision  by  the  Supreme  Court 
the  existing  railroad  corporations  would  be  in  hopeless  chaos.  It  may  be  said 
that  if  such  a  construction  would  make  the  act  unconstitutional,  the  courts 
would  construe  it  so  as  to  give  it  only  the  effect  of  federalizing  the  State  cor- 
poration. The  answer  is  that  there  is  no  excuse  for  proposing  an  act  whose 
meaning  can  be  settled  only  after  its  construction  by  the  Supreme  Court,  es- 
pecially when  the  uncertainty  will  affect  such  important  interests. 

Second.  The  next  matter  of  importance,  and  indeed  the  most  important,  is 
dealt  with  in  the  provisions  of  Chapter  VIII,  section  31  and  section  32.  Sec- 
tion 31  makes  the  act  to  regulate  commerce  and  all  amendments  and  supple- 
ments thereto  applicable  to  transportation  of  persons  or  property  wholly  within 
one  State  "  to  the  same  extent  and  in  the  same  way  "  as  to  interstate  and  for- 
eign commerce ;  and  provides  that  the  carriers  shall  be  under  the  same  duty 
and  liability  and  be  entitled  to  the  same  rights,  with  respect  to  intrastate  trans- 
portation as  with  respect  to  interstate  transportation. 

Section  32  provides  that  "  no  State  statute,  nor.  any  rule  or  order  of  any 
board,  commission,  or  other  tribunal  of  the  State,  regulating  transportation,  or 
the  agencies,  operations,  or  equipment  therefor,  or  the  rate  to  be  charged  by 
any  common  carrier  for  transportation  or  for  any  service  connected  therewith 
shall  be  applicable  to  "  any  "  corporation  created  or  reincorporated  or  formed 
by  consolidation  under  the  provisions  of  this  act,"  whether  or  not  such  State 
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statute  affects  interstate  commerce.  The  effect  of  these  provisions  of  sections 
31  and  32  is,  taken  in  connection  with  Chapter  I,  that  Congress  assumes  the 
exclusive  regulation  of  intrastate  commerce  when  conducted  by  any  railroad 
corporation  engaged  in  interstate  commerce. 

The  existing  railroad  corporations  have  been  created  by  the  several  States 
as  agents  of  the  States  to  perform  certain  public  functions,  have  been  vested 
with  the  States'  yower  of  eminent  domain  as  such  agencies,  and  are  subject  to 
visitation  and  regulation  by  the  States  in  matters  not  affecing  interstate  com- 
merce. By  this  act  Congress  assumes  to  requix*e,  as  a  condition  of  such  corpor- 
ations continuing  in  interstate  commerce,  that  they  renounce  all  allegiance  to 
the  States  and  be  as  to  all  their  business,  intrastate  as  well  as  interstate,  sub- 
ject to  regulation  by  Congress  exclusively.  Congress  has  no  power  under  the 
United  States  Constitution  to  regulate  intrastate  commerce  as  such.  The  re- 
quirement of  this  act  that  state  corporations  "  reincorporate  "  is  a  palpable  device 
to  extend  congressional  regulation  to  the  whole  business  of  the  corporations, 
intrastate  as  well  as  interstate ;  and  the  prohibition  of  Chapter  I,  section  1,  is 
an  equally  barefaced  device  to  compel  "  reincorporation." 

The  act  on  its  face  negatives  any  reason  or  intent  other  than  the  extension 
of  congressional  regulation  into  the  realm  reserved  to  the  States  under  the 
United  States  Constitution.  In  my  opinion  these  provisions  of  this  act  have  no 
chance  of  enactment  by  Congress,  or  if  enacted,  have  no  chance  of  being  held 
valid  by  the  courts.  In  order  to  make  this  impossible  attempt  to  obtain  exclu- 
sive congressional  regulation,  this  act  gives  up  the  possibility  of  obtaining  the 
extension  in  practical  form  of  the  jursdiction  of  the  Interstate  Commerce  Com- 
mission to  enable  it  to  deal  directly  with  all  intrastate  rates  and  regulations 
which  aft"ect  interstate  commerce,  through  competition  or  otherwise,  directly. 
My  own  opinion  is  that  if  the  commission  were  vested  with  this  power,  which, 
under  the  decisions,  can  constitutionally  be  given,  there  would  be  so  little  left 
for  State  commissions  to  do  with  respect  to  railroad  corporations  that  their 
attention  would  be  directed  entirely  to  public  utilities. 

In  short,  I  have  to  report  that  the  proposed  act  in  the  form  submitted  to  me  is 
both  invalid  under  the  Federal  Constitution  and  unwise. 


Root,  Clabk,  Buckner  <&  Rowland, 

31  Nassau  Street, 
New  York,  December  27,  1918. 
S.  Davies  Warfield,  Esq., 

President,  National  Association  of  Oicners  of  Railroad  Securities, 

Continental  Building,  Baltimore,  Md. 
Dear  Sir:  I  have  received  your  letter  of  December  22,  and  I  have  examined 
the  opinion  which  you  inclosed  by  Mr.  Hugh  L.  Bond,  Jr.,  regarding  the  validity 
of  the  suggested  act  of  Congress  to  compel  Federal  incorporation  of  railroads.    I 
agree  with  the  conclusions  which  Mr.  Bond  reaches. 

Of  course.  Congress  can  create  railroad  corporations  to  carry  on  interstate 
commerce,  to  serve  as  post  roads,  and  carry  the  mails,  and  when  created  such 
corporations  would  be  empowered  as  artificial  persons,  created  by  law,  to  build 
and  operate  railroads  upon  the  routes  authorized  by  their  charter.  The  follow- 
ing propositions,  however,  seem  to  be  quite  plain : 

1.  That  Congress  has  no  power  to  exclude  railroad  corporations,  organized 
under  the  laws  of  the  several  States  from  interstate  commerce.  There  is  no 
more  power  in  Congress  to  do  that  than  there  is  power  to  exclude  natural 
citizens  of  a  State  upon  the  ground  of  their  State  citizenship,  that  is  to  say, 
to  exclude  the  State  itself. 

2.  That  there  is  no  power  in  Congress  to  require  any  railroad  corporation 
organized  under  the  laws  of  a  State  to  convey  its  property  to  another  corpora- 
tion organized  under  the  laws  of  the  United  States.  Clearly,  no  such  corpora- 
tion has  power  to  convey  away  its  property  without  the  consent  of  the 
State  by  which  it  was  created.  The  obligations  of  the  State  corporation  to  the 
State  constitute  a  contract  the  obligations  of  which  can  not  be  impaired  by  any 
act  of  Congress. 

3.  The  exercise  of  the  right  of  eminent  domain  by  a  railroad  company  in- 
corporated under  an  act  of  Congress  would  raise  different  questions,  but  here 
it  seems  clear  to  me  an  insuperable  obstacle  would  be  encountered  in  any  at- 
tempt by  a  Federal  corporation  to  take  away  the  railroad  property  of  a  State 
corporation.    It  would  not  be  taking  private  property  for  public  use.     It  would 
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l)e  merely  taking  property  already  impressed  witli  a  public  use  away  from  one 
person,  and  gi^■ing  it  to  auotlier  to  be  continued  in  the  same  public  use.  The 
most  elementary  principles  forbid  that  to  be  done. 

There  is,  indeed,  one  way  in  which  Congress  might  accomplisli  the  result 
under  consideration,  if  the  people  of  the  country  would  stand  for  it — that  is, 
by  discriminatory  taxation.  Just  as  the  tax  on  State  bank  circulation  drove  all 
State  banks  out  of  business  as  banks  of  issue.  Congress  might  impose  such 
taxes  upon  all  railroad  corporations  organized  under  the  laws  of  the  States  as 
to  drive  them  out  of  business,  leaving  the  field  to  be  occupied  by  Federal  corpo- 
rations. This,  of  course,  would  mean  attaining  the  proposed  end  by  means  of 
tirst  ruining  the  entire  transport  system  of  the  country.  The  first  stages  of 
such  a  process  might  be  hailed  in  some  quarters  with  approval,  but  it  is  difficult 
to  believe  that  the  process  could  continue  very  long  with  its  disastrous  effects 
upon  security  holders  and  shippers  and  labor  and  upon  the  credit  of  the  country 
without  producing  general  condemnation  and  a  change  of  policy. 
Very  truly  yours, 

(Signed)  Elihu  Root. 


Cakter,  Leuyaru  &  -NIiLBURx,  Counsellors  at  Law, 

54  Wall  Street, 
New  York,  December  2.'t,  1918. 

S.  Davies  Warfield,  Esq., 

President,  National  Associatio)i  of  Owners  of  Railroad  Securities, 

Baltimore,  Md. 
1  )h:AK  Mr.  Wakfield  :  I   received  your  letter  of  the  22d  instant,  inclosing  a 
copy  of  Mr.  Bond's  opinion  of  December  20,  1918,  respecting  the  compulsory 
Federal  incorporation  of  railroad  carriers,  and  beg  to  .say  that  I  entirely  con- 
cur in  the  position  taken  by  "S\v.  Bond  in  his  opinion.     Believe  me, 
Yours  very  truly, 

(Signed)  .John  G.  Milhurn. 


Miller,  Starr,  Brown.  Packard  ^:  Peckham. 
Law  Offices,  1.")22  First  National  Bank  Building. 

Chicaiio.  III.,  December  2S,  191S. 
Mr.  S.  Davies  Warfield. 

President,  National  Association  of  Owners  of  Railroad  Securities. 

Continental  Building,  Baltimore,  Md. 
Dear  Sir:  Keplying  to  your  favor  of  the  22d  instant,  inclosing  opinion  of  Mr. 
Hugh  L.  Bond,  .ir.,  of  December  20.  ui)on  the  (luestion  of  the  compulsory  Federal 
incorporation  of  railroads,  I  beg  to  say  that,  speaking  broadly,  I  concur  in  Mr. 
Bond's  views  and  opinion.  The  power  of  Congress  is  to  regulate  interstate 
commerce,  and  with  respect  to  that  its  authority  is  complete  and  iiaramount, 
and  Congress  may  prescribe  a  dominant  rule  which  may  unavoidably  Include 
in  its  regulation  intrastate  transactions,  in  order  to  make  its  regulation  of 
interstate  commerce  effective.  As  its  power  is  as  sweeping  and  complete  over 
commerce  among  the  States,  whether  such  conunerce  is  conducted  by  one  agency 
or  another  (whether  by  State  or  Federal  corporations).  I  do  not  .see  how  com- 
pulsory Federal  incorporation  of  carriers  would  be  necessary  or  effective  to 
make  its  control  over  interstate  commerce  more  complete. 

I  do  not  know  of  any  authority  in  Federal  decisions  sustaining  a  power  in 
Cougre.ss,  under  the  guise  of  regulation  of  conunerce,  to  confine  its  conduct  to 
corporations  organized  under  Federal  law  or  to  deny  to  State  corporatitms,  any 
more  than  to  individuals,  the  engaging  in  interstate  commerce.  It  is,  of  cour.se, 
recognized  that  the  supreme  power  of  regulation  of  .such  conunerce.  with  all 
that  is  therein  necessarily  implied,  is  vested  in  Congress,  and  that  the  limits 
of  its  exercise  have  not  been  and  could  not  lie,  for  all  circumstances  and  situa- 
tions, defined  or  prescribed  by  existing  judicial  decision.  Any  attempt,  how- 
ever, to  compel  Federal  incorporation  by  act  of  Congress  would  neces.sarily 
bring  protracted  litigation,  injurious  to  the  situation  and  most  likely  would 
result  in  sustaining  the  contention  that  State  corporations,  as  well  as  indi- 
viduals can  not  be  denied  the  right  to  engage  in  interstate  C(»nnuerce. 
Very  truly,  yours, 

(Signed)  John  S.  Miller. 
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Birmingham,  Ala..  December  31,  1918. 
Mr.  S.  Daviks  WARi-iKi.n, 

President,  National  Association  of  Owners  of  Railroad  Securities, 

Baltimore,  Md. 
Dkar  Sir:  I  received  your  letter  of  December  22  aiid  Imve  read  the  copy  of 
^Ir.  Bond's  letter  of  December  20,  which  wns  inclosed. 

I  concur  in  I\[r.  Bond's  conclusion  that  Federal  Incorporation  could  not  be 
constitutionally  used  to  require  involuntary  surrender  of  charters  granted  bv 
the  various  States  to  corporations  now  opei'ating-  railroads  as  common  carriers 
of  interstate  connnerce  or  involuntary  transfer  of  properties  of  such  State  cor- 
porations to  Federal  corporations.  While  the  power  of  Congress  to  require  addi- 
tional Federal  incorporation  as  a  condition  to  continued  interstate  operations 
might  be  conceded,  compulsory  and  exclusive  Federal  incorporation  could  not  be 
used  as  a  device  to  extend  Federal  control  to  the  entire  business  of  existing  rail- 
roads. In  my  opinion  any  effort  by  Congress  to  employ  Federal  incorporation 
for  the  purpose  of  enlarging  the  acknowledged  power  of  direct  regulatory  legis- 
lation would  not  only  be  declared  invalid  but  would  result  in  marked  confusion 
and  prejudice  to  the  railroad  situation  pending  the  determination  of  its  legality. 
Yours  very  truly, 

(Signed)  Forney  Johnston. 


GtTiGENheimkr,   [Jntermyer  >S:  INIarshall, 

120  Broadway, 
Xeiv   Yorl.\  December  24,  1918. 
IMr.  S.  Davies  Warfield. 

President.  National  Association  of  Owners  of  Railroad  Securities, 

Baltimore,  Md. 
Dear  Mr.  Warfield:  I  agree  with  the  conclusions  reached  by  Mr.  Hugh  L, 
Bond,  .if.,  in  his  opinion  to  you  of  December  20  on  the  general  proposition  as 
to  the  power  of  Congress  to  enact  legislation  compelling  the  Federal  incorpora- 
tion of  railroad  carriers  engaged  in  intrastate  and  interstate  commerce  as  a 
condition  of  permitting  them  to  continue  operating  in  interstate  commerce, 
wherever  the  effect  of  such  legislation  is  to  compel  them  to  abrogate  and  sur- 
render their  State  charters. 

I  also  agree  with  Mr.  Bond  that  the  proposed  "  Federal  Railroad  Incorpora- 
tion Act  "  of  1916  in  its  then  form  would  have  been  unconstitutional  in  that — - 
(a)  By  section  1  of  chapter  1  no  corporation  is  permitted  to  engage  in  inter- 
state commerce  until  it  has  virtually  surrendered  its  powers  under  its  State 
charter  nor  until  it  has  reincorporated  under  what  amounts  to  exclusive  Fed- 
eral jurisdiction. 

(6)  That  the  effect  of  sections  31  and  32  was  to  place  all  purely  intrastate 
as  well  as  interstate  corporations  under  exclusive  Federal  regulation  as  a  con- 
dition of  being  permitted  to  engage  in  intrastate  busiJiess,  which  would  have 
violated  the  plain  rights  of  the  State. 

(c)  Whilst  Congress  has  the  unquestioned  right  in  the  exercise  of  its  powers 
over  all  the  agencies  and  instrumentalities  of  interstate  commerce  in  order 
to  make  those  instrumentalities  effective,  to  override  State  action  to  that  ex- 
tent whenever  necessary  to  prevent  interference  with  the  accomplishment  of 
such  purpose,  yet  Congress  can  not  in  effect  nullify  charter  powers  derived 
from  the  States  that  do  not  interfere  with  the  exercise  of  that  power  as  was 
attempted  in  the  proposed  act  referred  to  by  Mr.  Bond. 
Very  truly  yours, 

(Signed)  Samuel  Untermyer. 


hornblower,  miller,  garrison  &  potter, 

24  Broad  Street, 
New  York,  December  30,  1918. 
S.  Davies  Warfield,  Esq., 

President,  National  Association  of  Owners  of  Railroad  Securities, 

Baltimore,  Md. 
Dear  Mr.  Warfield  :  After  careful  consideration  of  the  authorities  and  con- 
stitutional history  relating  to  the  subject  I  emphatically  join  in  Mr.   Bond's 
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opinion  as  to  tbe  unconstitutionality  of  compulsory  Federal  incorporation  of 
the  country's  railroads. 


Very  truly  yours, 


(Signed)  B.  H.  Inness  Beown. 


Law  Offices 

BOEDERS,    WAXTEE    &    BUECHMOEE, 

lt)30  First  National  Bank  Building, 

Chicago,  III.,  December  24,  1918. 
S.  Davies  Warfield,  Esq., 

President  National  Association  of  Owners  of  Railroad  Securities, 

Baltimore,  Md. 
Dear  Mr.  Warfield  :  Your  letter  of  December  22,  to  which  is  attached  opin- 
ion of  Mr.  Hugh  L.  Bond,  Jr.,  dated  December  20,  has  been  received.  Mr.  Bond 
is  of  the  opinion  that  the  proposed  Federal  incorporation  act  is  both  invalid 
under  the  Federal  Constitution  and  unwise.  In  this  opinion  I  fully  concur. 
There  is  a  place  for  State  re.anilation  under  proper  national  control  and  in  my 
judgment,  any  plan  of  legislation  must  include  participation  by  State 
authorities. 

Yours  very  truly, 

LuTHiai  M.  AValter. 

2.  Cabinet  Officer — Secretary  of  Transportation. 

In  addition  to  Federal  incorporation  it  has  been  proposed  to  create  an  addi- 
tional Cabinet  member,  to  be  appointed  by  the  President  and  confirmed  by 
the  Senate,  and  who  shall  be  secretary  of  transportation.  The  powers  pro- 
posed to  be  conferred  upon  this  Cabinet  official  are  autocratic  to  an  extent 
beyond  those  given  by  the  Congress  even  in  times  of  war  to  the  Cabinet  officer 
who  became  Director  General  of  Railroads.  For  Congress  did  fix  a  standard 
return  as  rental  for  railroad  properties,  whereas  it  is  now  suggested  that  the 
"  unifying "  and  other  powers  now  possessed  by  the  present  director  general 
be  conferred  upon  this  new  official  almost  without  limit.  The  return  the 
owners  of  the  securities  of  the  railroads  shall  receive  on  their  investment  is 
left  entirely  unprovided  for,  excepting  to  express  in  generalities  that  sufficient 
revenues  shall  be  provided.  The  powers  proposed  to  be  given  to  the  secretai'y 
of  transportation,  who  largely  supersedes  the  Interstate  Commerce  Commission 
in  many  respects,  are  sufficient  to  practically  disable  the  railroad  structure  if 
the  office  should  be  filled  by  a  man  untrained  in  the  technical  necessities  of 
the  case.  The  provision  that  this  official  shall  have  under  him  a  board  to 
decide  labor  disputes,  no  matter  from  what  interests  such  board  is  selected,  is 
to  confer  an  opportunity  for  political  favors  and  control  dangerous  in  the  ex- 
treme. Furthermore,  this  board  would  not  be  responsible  for  the  control  of 
rates,  from  the  proceeds  of  which  the  employees  of  the  railroads  are  paid.  It 
is  highly  necessary  that  the  governmental  agency  charged  with  the  responsi- 
bility of  finding  the  money  to  operate  the  railroads,  through  rates,  should 
supervise  the  questions  of  labor  in  respect  to  its  fair  compensation,  and  to 
provide  the  money  wherewith,  as  a  part  of  the  railroad  structure,  it  is  to  be 
paid.  We  live  under  a  partisan  form  of  Government.  A  proposal  to  turn 
these  properties  over  to  a  newly  appointed  Cabinet  officer  with  the  political 
power  possible  under  such  proposal  would  seem  to  substitute  a  political  form 
of  control  for  a  non-ix)litical  regulatory  body,  like  the  Interstate  Commerce 
Commission. 

It  would  be  unfortunate  to  create  a  situation  under  which  these  great  prop- 
erties might  be  carried  into  politics  by  placing  them  under  a  Cabinet  officer, 
subject  to  change  every  four  years,  and  in  the  present  case  in  two  years.  It 
would  make  the  railroads  the  political  center  of  the  presidential  campaign 
soon  to  open. 

The  railroad  problem  is  altogether  too  extended  not  to  require  that  the 
responsibilities  of  working  it  out  shall  be  lodged  with  a  body  of  trained  men, 
such  as  the  Government  now  has  in  the  Interstate  Commerce  Commission,  and 
the  railroads  now  have  among  them. 

The  execution  of  practical  matters  affecting  railroad  service  and  credit  dur- 
ing the  reconstruction  period  before  us  is  altogether  too  vast  and  serious  to  be 
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intrusted  to  a  newly  created  and  appointed  Cabinet  official  whose  qualifications 
are  now  unknown.  The  occasion  is  immediate,  decision  is  required,  and  the 
manner  of  execution  of  what  may  be  decided  upon  is  vital  to  the  business, 
financial,  and  asricultural  interests  of  the  country  and  to  the  general  public. 

3.  Regional  Railroad  Companies. 

It  has  been  proposed  to  organize  five  regional  railroad  companies  and  cause 
the  railroads  operating  in  the  respective  regional  districts  to  exchange  their 
stocks  for  the  stock  of  the  district  or  regional  company.  Then  it  is  thought 
a  rate  can  be  made  that  will  work  out  a  fair  return  on  the  regional  company's 
stock,  or  on  the  investment  in  the  property  of  the  regional  company.  The  ob- 
jections to  the  regional  plan  may  be  stated : 

(o)  The  area  of  each  of  the  five  regional  districts  suggested  would  be  more 
than  the  area  of  England  and  France  combined.  England  and  France  are 
densely  populated  and  their  railroads  serve  most  of  the  area  required  to  be 
served,  whereas  in  this  country  a  large  portion  of  the  area  of  many  of  the 
regional  districts  suggested  will  be  found  not  to  be  fully  served  by  railroad 
facilities ;  the  concentration  incident  to  this  plan  must  necessarily  check 
agricultural  and  industrial  development,  to  be  had  chiefly  through  individual 
initiative  and  incentive  in  railroad  construction,  operation,  and  management. 

(b)  Negotiations  leading  to  the  exchange  of  stocks  of  all  the  railroads  into 
the  stock  of  the  regional  companies  would  be  endless.  It  would  result  in  a 
court  settlement  before  it  could  be  accomplished — long  drawn  out  litigation 
and  years  of  turmoil  during  which  the  shippers,  the  traveling  public,  and  the 
security  owners  will  all  suffer. 

(c)  It  draws  the  railroads  closer  to  the  general  principles  involved  in  Gov- 
ernment ownership.  It  saps  initiative  and  incentive  by  combining  into  five 
ai'eas,  several  of  them  largely  undeveloped,  all  railroads  under  five  manage- 
ments which  the  plan  proposed  provides  shall  be  largely  governmental ;  why 
not,  therefore,  follow  the  plan  devised  by  many  advocates  of  Government 
ownership,  by  forming  one  large  company  and  take  over  the  railroads.  The 
only  difference  is  there  are  regional  companies  that  correspond  to  regional 
reserve  banks  as  against  the  policy  first  announced  in  respect  to  the  Federal 
Reserve  System  of  one  central  bank.  Practically  the  difliculty  of  bringing 
about  one  complete  consolidation  of  all  the  railroads  is  no  greater  than  that 
of  five  regional  consolidations ;  the  latter  having  all  the  disadvantages  of 
limitation  of  service  and  facilities  incident  to  concentration  and  reaches  the 
point  where  further  contraction  would  make  little  difference.  It  would  resul': 
really  in  five  Government  ownerships  instead  of  one,  with  the  money  supplied 
by  private  means. 

(d)  To  those  who  believe  that  in  an  industry  of  this  magnitude,  upon  which 
is  dependent  the  agricultural  and  industrial  growth  of  the  country,  regulated 
competition  or  competitive  service  is  essential  to  good  and  efficient  service, 
this  plan  does  not  appeal. 

4.  Withholding  From  the  Government  the  Initiation  and  Determination 
OF  Rates,  at  the  Same  Time  Asking  that  Such  Rates  Shall  Provide 
Sufficient  Revenues  to  the  Railroads. 

It  seems  hardly  necessary  to  point  out  that  when  the  Government  is  asked 
to  provide  sufficient  revenues  to  the  railroads,  the  initiation  of  rates  necessary 
to  produce  such  return,  if  really  given,  should  rest  with  the  regulatory  body 
responsible  to  the  Congress  and  to  the  public  for  such  revenues. 

The  general  proposition  that  rates  must  be  "  reasonable  "  and  "  fair "  and 
"  provide  sufficient  revenue."  etc.,  has  been  discussed  and  protested  before  the 
Interstate  Commerce  Commission  and  elsewhere  ever  since  there  has  been  a 
commission — nobody  has  contested  it,  so  far  as  known.  But  to  measure  it  in 
terms  is  altogether  a  different  matter.  It  is  difficult  to  measure  it,  yet  neces- 
sary, for  results  have  not  been  satisfactory  where  it  has  been  left  for  unin- 
structed  men  to  decide  the  limitations  of  the  words  "  reasonable,"  "  sufficient," 
and  "  fair."  The  plan  that  suggests  that  the  railroads  initiate  rates,  to  remain 
in  effect  unless  and  until  suspended,  does  not  define  any  method  to  produce  the 
"  sufficient  revenues  "  which  it  asks  for.  Even  under  these  conditions,  if  such 
return  is  to  be  expected,  the  body  to  produce  the  return  should  have  full 
control  over  rates.  But  our  plan  goes  further  and  provides  for  a  fixed  return 
and  the  method  to  produce  it.     To  expect  the  Congress  to  define  by  act  the 
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measiu'e  of  such  rate  of  return  and  instruct  the  Interstate  Commerce  Com- 
mission to  put  the  same  in  effect  and  see  that  it  is  continued,  and  then  ask 
that  the  railroads  shall  initiate  and  establish  the  rates  through  which  such 
defined  return  is  secured,  would  certainly  not  be  a  reasonable  proposition  under 
such  circumstances. 

The  security  owners  are  more  concerned  in  a  method  fixing  the  "  sufficient 
revenue."  "  reasonable  "  or  "  fair  "  percentage  of  retui'n,  than  in  seeing  given 
to  the  railroads  the  initiation  of  rates,  the  control  of  which  properly  belongs 
to  the  regulatory  body  that  would  be  charged  with  the  adjustment  of  rates 
necessary  to  produce  such  a  return.  We  feel  tliat  the  feature  of  initiation 
can  properly  be  exchanged  for  the  suggested  definite  return. 

The  details  of  our  plan  now  follow : 

The  Plan — Its  Application  in  Detail  Under  Appropriate  Headings, 
regional  commissions. 

Rate  committees. — It  is  proposed,  by  act  of  Congress,  to  divide  the  country 
into  six  regional  districts  corresponding  to  the  present  rate  making  districts. 
The  Interstate  Commerce  Commission  to  define  definitely  the  boundaries  which 
are  now  approximately  as  follows : 

Trunk  Line  and  New  England — being  the  territory  east  of  a  line  drawn 
through  Buffalo  and  Pittsburgh  and  north  of  the  Potomac  River.  (This 
territory  might  be  divided  into  two  districts.) 

Central  Freight — being  the  territory  west  of  a  line  drawn  through  Buffalo 
and  Pittsburgh  and  north  of  the  Ohio  River  and  east  of  the  Mississippi  River 
and  south  of  the  Illinois-Wisconsin  line,  including  the  southern  peninsular  of 
Michigan. 

Southern — being  the  territory  south  of  the  Ohio  and  Potomac  Rivers  and 
east  of  the  Mississippi  River. 

Western  Trunk  Line — being  the  territory  north  of  a  line  drawn  from  St. 
Louis  through  Kansas  City  to  the  Rocky  Mountains  and  east  of  a  north  and 
south  line  to  the  Canadian  boundary. 

Southwestern — being  the  territory  west  of  the  Mississippi  River  and  south 
of  a  line  drawn  from  St.  Louis  through  Kansas  City  to  the  Rocky  Mountains 
and  thence  south  to  the  Mexican  boundary. 

Pacific-Intermountain — being  the  territory  west  of  a  north  and  south  line 
through  Denver,  Colo. 

Each  of  such  regional  districts  shall  be  provided  with  a  regional  (Interstate 
Commerce)  commission  of  three  members.  The  three  members  of  each  regional 
commission  shall  be  appointed  by  the  President  from  among  the  residents  of 
the  respective  districts  and  shall  be  confirmed  by  the  Senate;  they  shall  sit 
in  a  suitably  located  city  in  their  respective  districts.  They  shall  be  selected, 
half  from  each  of  the  two  leading  political  parties,  nine  from  each  of  the  two 
parties,  divided  so  that  there  shall  be  always  one  of  the  minority  party  on 
each  regional  commission.  The  minority  party,  through  its  State  central 
committees  of  all  the  States  in  the  regional  district  from  which  the  appoint- 
ment is  made,  shall  certify  names  to  the  President  until  one  satisfactory  to 
him  shall  be  chosen.  Only  one  commissioner  shall  be  appointed  from  any  one 
State. 

Data  of  1916. 


Number  and  namos  of  regional  districts. 


1.  Trunk  Lino  and  New  England 

2.  Central  Freight 

3.  Southern 

4.  Western  Trunk  Lines 

5.  Southwestern 

6.  Pacifle-Inter- Mountain 

Total 


Miles  of 
railroad. 


34, 251 
37,055 
45,334 
50, 701 
47, 946 
38, 963 


254,250 


Miles  of 
Square         railroad 
miles  of      per  square  |  Population, 
territory,   i     mile  of 
territory. 


200,226 
183, 774 
431,063 
495, 438 
bl5, 506 
1.100,781 


0.1711 
.  2016 
.1052 
.1023 
.0779 
.  0325 


3,026,788 


.0840 


30,491,070 
17, 867, 743 
IS,  805, 073 
12,241,420 
13,985,995 
7,924,4.30 


101,315,731 


Miles  of 
railroad 
per  10,000 
inhabit- 
ants. 


11.23 

20.74 
24.11 
41.42 
34.28 
49.17 
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Senator  Pomerene.  What  do  you  mean  by  "State  central  com- 
mittees "  ? 

Mr.  Warfield.  I  mean  the  State  committees  of  the  minority  party. 
That  would  mean  that  the  minority  party  in  each  State  would  have 
the  opportunity  to  suggest  names  to  the  President  for  appointment. 
This  is,  of  course,  nierely  a  suggestion.  The  idea  is  to  make  sure  that 
you  would  have  a  bipartisan  board,  so  that  the  minority  party  would 
at  least  have  the  right  of  suggestion  to  the  appointing  power. 

The  regional  connnissions  shall,  consistently  with  the  level  of  rates  that  may 
be  prescribed  from  time  to  time  by  the  Interstate  Commerce  Commission,  pass 
and  decide  upon  the  rates  obtaining  in  their  respective  districts  in  the  follow- 
ing manner:  The  Interstate  Commerce  Commission  shall  be  authorized  to 
designate  rate  committees  in  various  districts  of  the  country,  as  at  present  in 
effect,  upon  which  the  railroads  and  the  shippers  shall  be  represented.  The 
said  rate  committees  shall  consider  and  pass  upon  all  changes  in  rates  affecting 
shippers  filed  by  the  railroads  or  requested  by  the  shippers,  and  before  being 
filed  with  the  regional  commissions.  The  Interstate  Commerce  Commission 
shall  have  authority  to  designate  the  procedure  to  be  followed  by  such  rate 
committees.  Rates,  rules,  and  regulations  affecting  the  shippers  shall  be  pub- 
lished carrying  notice  thereof,  and  no  change  shall  be  made  until  the  regional 
commission  having  jurisdiction  shall  have  passed  thereon. 

Questions  or  complaints  that  may  arise  affecting  two  or  more  regional  dis- 
tricts shall  be  referred  to  the  Interstate  Commerce  Commission  which,  in  its 
own  discretion,  may  decide  the  questions  at  issue,  or  it  may  appoint  and  refer 
the  same  to  a  committee  of  not  less  than  three  members,  selected  from  among 
the  various  regional  commissions  concerned,  which  shall  determine  such  inter- 
district  matters,  and  whose  decision  shall  be  final  unless  an  appeal  is  granted. 
The  regional  commissions  shall  be  empowered  to  hold  joint  hearings  with  the 
State  commissions  within  their  respective  districts,  whenever  "  it  is  necessary 
to  reconcile  upon  a  single  record  conflicts  between  State  and  interstate  rates."  * 
In  the  event  of  failure  to  reconcile  differences,  the  decision  of  a  majority  of 
the  members  of  the  regional  commission  shall  be  final.  There  shall  be  a 
limited  right  ef  appeal  from  the  decisions  of  the  regional  commissions  to 
the  present  Interstate  Commerce  Commission  sitting  at  Washington,  which 
is  constituted  a  body  of  appeal,  not  only  in  respect  to  rates,  but  in  respect 
to  subjects  in  connection  with  the  control  and  regulation  of  the  railroads 
as  may  be  provided  by  law.  It  may  be  designated  commission  of  appeal. 
The  Interstate  Commerce  Commission  shall,  as- at  present,  be  appointed  by 
the  President ;  the  members  thereof  to  receive  salaries  commensurate  with  the 
added  responsibilities  now  to  be  imposed  upon  them.  The  Interstate  Com- 
merce Commission  at  the  outset  shall  establish  rules  and  regulations  of  pro- 
cedure, and  together  with  the  regional  commissions  will  bring  about,  as  far 
as  the  limitations  of  law  will  permit,  and  under  the  legislation  provided  by  the 
plan  the  coordination  of  the  work  of  the  various  commissions,  including  the 
State  commissions. 

There  shall  be  vested  in  the  regional  commissions,  subject  to  the  Interstate 
Commerce  Commission,  the  power  to  correct  and  control  intrastate  rates  that 
unjustly  discriminate  against  interstate  rates,  in  the  States  within  their  re- 
spective districts,  each  State  to  bear  its  proportion  of  the  interstate  rate. 

Intrastate  rates  that  do  not  unjustly  discriminate  against  the  interstate  rate 
structure  will  be  made  by  the  several  State  commissions. 

The  question  of  additional  stations  and  additional  service  within  the  States 
shall  be  primarily  decided  by  the  several  State  commissions  with  the  right  of 
appeal  to  the  regional  commissions  within  the  limitations  of  law. 

No  railroad  shall  build  new  mileage  unless  it  shall  show  the  necessity  for  it, 
under  such  limitations  as  may  lawfully  be  prescribed,  and  shall  receive  the 
sanction  of  the  State  commissions  of  the  respective  States  having  jurisdiction, 
with  the  right  of  appeal,  in  so  far  as  the  statutes  will  permit,  of  either  party 
to  the  regional  commission. 

*  Quotation  from  recommeDdatlons  of  tbe  Interstate  Commerce  Commission  in  it  s 
annual  report  for  1917. 
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Remarks. — The  advisability  of  retaining  certain  powers  in  the  State  commis- 
sions will  be  doubted  by  many,  as  well  as  the  proposal  to  constitute  six  re- 
gional commissions  in  addition  to  the  present  Interstate  Commerce  Commis- 
sion. In  so  great  an  enterprise  there  should  be  a  body  of  appeal.  Questions 
at  issue  are  often  vital  to  the  business  of  the  country  as  well  as  to  the  owners 
of  railroad  securities,  and  a  division  of  responsibility  should  be  provided. 
Furthermore,  it  is  not  possible  for  nine  men  sitting  in  Washington  to  have 
the  personal  touch  with  the  various  sections  of  the  country  the  situation  re- 
quires. A  large  part  of  the  work  has  heretofore  been  apportioned  to  examiners 
who  visit  sections  of  the  country  for  the  commission.  By  establishing  regional 
commissions,  whose  members  are  residents  of  their  respective  districts,  a  more 
thorough  service  is  secured  and  one  clo.se  to  the  seat  of  operations  and  in  touch 
therewith. 

The  two  great  questions — interference  by  intrastate  rates  with  the  interstate 
rate  structure  and  the  placing  of  security  issues  under  the  regional  commis- 
sions or  the  Interstate  Commerce  Commission — being  provided  for  under  the 
plan  the  States  should  have  their  rights  preserved  to  them  under  the  restric- 
tions provided  in  the  plan. 

Authority  begets  responsibility  when  properly  lodged.  When  the  Congress, 
by  act,  has  applied  the  yard-stick  to  measure  the  application  of  such  authority, 
the  Interstate  Commerce  Commission,  together  with  the  regional  commissions, 
coordinated  with  the  State  commissions,  will  give  the  country  a  complete 
regulatory   system. 

A   FIXED   KATE   OF   RETUBN. 

Ill  using  that  term  we  do  not  expect  Congress  to  do  further  than, 
through  rates,  to  provide  for  a  return.  It  is  not  a  guarantee,  and 
we  do  not  expect  it  to  be  a  guarantee;  and,  furthermore,  in  asking 
this,  we  do  not  expect  any  act  to  recognize  securities  in  any  measure 
whatsoever.  We  would  like  for  you  to  understand  that  that  is  the 
sense  in  which  we  use  the  term  "  fixed  rate  of  return." 

Senator  Pomerene.  I  understand,  then,  that  your  purpose  is  sim- 
ply to  establish  by  statute  the  rule  that  there  shall  be  a  "fixed  rate  of 
return  ? 

Mr.  Warfield.  Yes,  sir. 

Senator  Posierene.  And  to  leave  the  administrative  features  of 
it  to  the  Interstate  Commerce  Commission? 

Mr.  Warfield.  Provided  that  the  plan  will  beget  a  given  rate  of 
return  on  the  property. 

Senator  Pomerene.  And  if  they  failed  to  provide  sufficient  rev3- 
nue,  the  Government  would  not  be  in  any  sense  responsible  for 
that? 

Mr.  Warfield.  Further  than  the  fact  that  you  have  instructed 
them,  by  the  act,  to  do  that. 

Senator  Cummins.  Except  that  it  would  be  a  dishonored  Gov- 
ernment. 

Senator  Robinson.  Discredited. 

Mr.   Warfield  : 

The  plan  provides  that  the  present  freight  and  passenger  rates,  State  and 
interstate,  shall  remain  in  full  effect  unless,  upon  investigation  by  the  Inter- 
state Commerce  Copomission,  it  is  ascertained  that  they  do  not  provide  or  more 
than  provide  the  return  on  property  investment  fixed  under  the  plan,  in  which 
event  the  Interstate  Commerce  Commission  shall  immediately  adjust  the  rates 
necessary  to  produce  the  revenue  required  thereby.  During  the  period  from 
the  passage  of  the  act  to  the  date  named  therein  for  the  return  of  the  rail- 
roads, the  commission  .shall,  as  far  as  practicable,  adjust  the  rates  under  the 
plan. 

The  act  shall  provide  that  such  rates  for  freight  and  passengers  shall  be 
established  as  will,  as  nearly  as  may  be,  produce  a  fixed  rate  of  reasonable 
return  upon  the  combined  property  investment  accounts  of  the  roads  in  each 
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of  the  three  classitication  territories.  It  shall  also  provide  that  excess  earnings 
of  railroads  (termed  "excess  earnings  reduction")  above  the  fixed  reasonable 
amount  they  shall  be  entitled  to  receive  on  property  investment  shall  constitute 
a  fund  to  be  applied  in  the  public  interest  as  provided  under  the  plan. 

The  basis  upon  which  a  fixed  reasonable  rate  of  return  on  property  invest- 
ment is  established  is  secured  as  follows : 

The  net  railway  operating  income  of  all  railroads  operating  in  the  official, 
southern  and  western  classification  territories,  as  now  constituted  by  the  Inter- 
state Commerce  Commission,  was  ascertained  for  the  period  of  the  past  five 
years.  In  applying  this  revenue  to  property  investment  the  rate  of  return  was 
found  to  be  nearly  uniform  in  each  of  the  three  territories,  both  for  the  five 
year  period  and  for  the  three  year  period  to  June  30,  1917.  It  is  therefore  pro- 
posed to  establish  uniform  rates  of  return  on  property  investment  in  all  sections 
of  the  counti'y.  The  rate  of  return  is  the  percentage  which  the  annual  net 
operating  income  (that  is  the  operating  revenues  less  operating  expenses,  taxes, 
and  net  balances  of  eiiuipment,  joint  facilities  and  miscellaneous  rents)  bears 
to  the  average  property  investment  of  the  year. 

The  Interstate  Connuerce  Commission  said,  in  the  o^c  rate  case  (July  1, 
1914)  : 

"  The  criticism  made  by  the  protestants  of  the  property  investment  acco^lnts 
of  these  carriers  is  well  founded,  but  notwithstanding  their  imperfections  these 
accounts  afford  a  usable  basis  for  fairly  satisfactory  study  of  the  course  and 
tendency  of  the  returns."    Majority  report,  page  361. 

The  commission  said  again,  in  the  l;"i<>  rate  case  (June  2~.  1917)  : 

"  It  is  not  practicable  to  determine  from  figures  now  compiled  the  V>ook  values 
of  investment  in  road  and  equipment  per  mile  of  road  prior  to  June  30.  1915, 
for  roads  in  the  several  districts,  but  those  for  the  t'nited  States  cover  a 
longer  period.  While  these  figures  can  not  be  accepted  as  reflecting  accurately 
the  actual  cash  investment,  they  may  be  taken  as  significant  for  purposes  of 
comparison." 

The  net  railway  oi>eratiug  im-ome  of  all  the  railroads  having  Lrro.-^^  operating 
revenue  over  $1,000,000  per  annum  for  the  three  year  period  ended  June  30. 
1917  (the  "test  period"  determining  the  standard  return  under  the  Federal- 
control  act)  was  5.20  per  cent  per  annum  on  the  average  property  investment. 
This  rate  of  return  was  recognized  as  insufficient  to  give  the  railroads  the 
revenues  and  the  credit  to  enable  them  to  provide  the  shippers  of  the  country 
and  business  interests  generally  with  much  nceiled  facilities.  The  act  shall 
provide  that  the  rate  of  return  on  the  combined  property  investment  accounts 
of  all  the  railroads  in  each  of  the  classification  territories  shall  be,  as  nearly 
as  may  be.  6  per  cent :  and  it  shall  be  the  duty  of  the  respective  commissions  to 
maintain  a  level  of  rates  that  shall  produce  a  rate  of  return  at  least  equal  to  6 
per  cent  on  the  combined  property  investment  of  the  railroads  operating  in  each 
of  such  territories.  A  considerable  portion  of  the  earnings  prcnluced  thereby  is 
utilized  in  the  public  interest  through  the  operation  of  excess  earnings  reduc- 
tion under  the  plan. 

If  any  of  the  railroads  shall  earn  a  rate  of  return  in  any  one  year  greater 
than  6  per  cent  on  their  property  investment  of  that  year,  such  excess  (or  the 
excess  of  such  greater  percentage  as  may  be  found  necessary  to  allow  a  rea.«:on- 
able  return  on  the  property  investment)  shall  be  ilevoted  to  the  following  pur- 
poses : 

(o)  Thirty-three  and  one-third  per  cent  shall  be  set  aside  as  a  fund  to  be  used 
for  the  benefit  of  the  employees  of  the  railroads  under  the  plan. 

(b)  Thirty-three  ami  one-third  per  cent  of  such  excess  shall  be  returned  to  or 
retained  by  the  railroad  company  for  such  uses  as  it  may  determine. 

(c)  Thirty-three  and  one-third  per  cent  shall  be  held^n  the  fund  to  be  devoted 
to  the  purposes  provided  under  the  plan  and  under  the  direction  of  the  regional 
commissions  or  the  Interstate  Commeive  Commission. 

Applying  under  the  plan,  the  net  operating  income  to  jirojierty  investment  for 
the  period  of  three  years,  June  30,  1014-1917.  of  all  those  railroads  operating  in 
the  official  southern  and  western  classification  territories,  there  would  have  been 
turned  over  to  the  fund  for  the  public  uses  specified  herein  approximately 
$83,000,000  per  annum.  This  amount  so  turned  over  and  for  use  in  the  public 
interest  equals  5  per  cent  on  !?1,6G0,000.0(X). 

There  is,  therefore,  provided  by  the  leveling  of  railroail  earnings  as  a  whole 
through  excess  earnings  reduction,  under  the  plan,  and  which  wt>uld  not  be 
gotten  otherwise,  a  sum  that  will  nuich  more  than  pay  the  interest  on  the 
amount  necessary  to  absorb  any  discrepancies  that  may  be  thought  to  exist  in 
the  property  investment  account  of  the  railroads. 


806         EXTENSION   OF   GOVERNMENT   CONTROL   OF  RAILROADS. 

The  total  stock  capital  (common,  preferred,  and  debenture),  represented  in 
the  property  Investment  of  the  railroads  of  the  country  whose  gross  opei-atii-g 
revenue  is  over  $1,000,000  per  annum,  amounted  to  $7,284,051,120  on  December 
31.  1917. 

Had,  therefore  this  plan  been  in  operation  during  the  three-year  test  period 
June  30,  1914-1917,  the  fund  created  under  excess  earnings  reduction  would 
have  been  more  than  5  pei-  cent  per  annum  on  one-fifth  of  the  total  outstanding 
stock  capital  of  the  railroads.  The  shipper  and  the  public  are  concerned  in  the 
situation  as  a  whole  and  the  operation  of  the  railroads  as  a  whole  is  provided 
imder  the  plan. 

Senator  Cummins.  I  would  like  to  ask  a  question  at  that  point :  Is 
the  $83,000,000  of  which  you  speak  there  the  sum  that  would  remain 
after  making  up  to  the  weaker  roads  their  6  per  cent  upon  the  invest- 
ment account? 

Mr.  Warfield.  Senator,  you  do  not  make  that  up ;  that  is  not  made 
up  at  all.  They  get  their  pro  rata  proportion  of  this  rate.  We  will 
take,  for  instance,  the  roads  that  do  not  contribute  to  the  fund  in 
the  three  classification  territories;  their  average  is  about  3.84  per 
cent.  You  need  not  use  that  fund  at  all  for  adjusting  the  weaker 
roads. 

Senator  Cummins.  Your  idea,  as  I  gather  it — and  I  may  be 
wrong — is  that  the  rates  shall  be  so  adjusted  on  each  railroad 

Mr.  Warfield.  No  ;  not  on  each  railroad. 

Senator  Cummins.  Well,  that  is  the  very  point  I  wanted  to  be 
clear  about. 

Mr.  Warfield.  The  Interstate  Commerce  Commission  groups  these 
roads  now  for  the  purposes  of  comparison,  in  the  three  classification 
territories.  Now,  we  propose  that  railroad  rates  shall  be  adjusted 
so  as  to  yield  a  return  of  not  less  than  6  per  cent  on  the  combined 
property  investment  accounts  of  those  carriers  operating  in  each 
territory 

Senator  Cummins  (interposing).  Combined,  how?  All  the  rail- 
roads in  the  country? 

Mr.  Warfield.  No:  just  in  each  of  the  three  classified  territories. 

Senator  Townsend.  And  only  those  roads  earning  a  million  dollars 
or  over? 

Mr.  Warfield.  Yes;  only  those.  This  affects  152  roads  or  systems. 
Of  course,  you  make  the  rates  for  all  the  railroads. 

Senator  Cummins.  Have  you  like  figures  here  for  each  of  these 
proposed  or  suggested  territories? 

Mr.  Warfield.  Yes,  sir;  we  will  file  with  you  figures  showing  the 
whole  layout.  The  rates  are  made  for  each  territory.  We  take  the 
combined  property  account  of  all  roads  in  each  of  the  three  classi- 
fication territories,  and  in  each  territory  we  make  a  rate  that  will 
allow  a  6  per  cent  return  on  the  property  investment  account  which 
is  the  aggregate  of  the  railroads  of  that  territory. 

Senator  Cummins.  Your  proposition  is  not  to  give  any  of  the 
weaker  roads  the  benefit  of  tho  0  pov  cent  upon  the  investment 
account? 

Mr.  Warfield.  No,  sir. 

Senator  Cummins.  But  you  propose  to  take  the  territory  as  a 
whole,  and  divide  it  in  the  manner  suggested? 

Mr.  WARFIFJ.D.  Yes;  but  that  brings  up  the  earnings  of  each  rail- 
road in  every  case  to  more  than  it  had ;  but  less  than  half  of  them 
contribute,  and  more  than  half  do  not  contribute  to  the  fund;  but 
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all  of  the  half  that  do  not  contribute  to  the  fund  are  benefited  by  the 
<>  per  cent  return. 

Senator  Towksend.  What  do  those  smaller  roads  get? 

Mr.  Warfield.  They  get  their  proportionate  amount  to  the  amount 
thoy  earn  of  the  totaL  Each  road  has  to  compete  actively  for  busi- 
ness at  it  ahvays  has. 

Senator  McLean.  There  is  no  guarantee,  under  your  plan,  that 
the  weaker  roads  will  be  self-sustaining? 

Mr.  Warfield.  No ;  they  have  to  look  out  for  themselves. 

Senator  Cummins.  There  are  some  of  these  districts  into  which 
you  have  divided  the  country  where  the  earnings  are  more  than  6 
per  cent  ? 

Mr,  Warfield.  Yes;  and  we  would  take  it  away  from  them  under 
excess  earnings  reduction. 

Senator  Cummins.  And  in  some  of  them  it  would  be  less  than  6 
per  cent? 

Mr.  Warfield.  Yes;  but  in  every  case  it  brings  up  the  earnings  of 
those  roads. 

Senator  Cummins.  The  whole  purpose  of  my  inquiry  was  to 
develop  that  you  do  not  propose  to  help  the  weaker  road  in  any  way, 
except  as  the  6  per  cent  criterion  mav  lift  the  entire  level  of  rates  in 
that  district? 

Mr.  Warfield.  That  is  the  idea,  sir. 

Senator  Cummins.  Yes;  T  get  it  now. 

Mr.  Warfield: 

The  $83,000,000  per  aniiuiii,  above  mentioned,  paid  into  the  fund  to  be  used 
in  the  public  interest,  would  have  been  contributed  by  78  of  the  152  railroads  or 
railroad  systems  whose  gross  revenue  exceeds  $1,000,000  per  annum,  to  which 
the  plan  has  been  applied.  Some  of  the  railroads  contributing  to  the  fund  that 
earned  substantially  more  than  6  per  cent  on  their  property  investment  would 
have  received,  under  excess  earnings'  reduction,  less  than  these  railroads  were 
authorized  to  receive  under  the  Federal  Control  Act.  These  same  railroads, 
however,  would  have  contributed  much  more  to  the  fund  than  the  amount  that 
would  be  necessary  to  bring  them  up  to  their  earnings  of  the  test  period,  as 
prescribed  by  the  act.  It  is  for  Congress  to  determine  whether  such  railroads 
should  receive  an  amount  less  than  Congress  by  the  Federal  Control  Act 
authorized  them  to  receive.  Thfe  fundamental  purposes  of  the  plan  would  not 
be  disturbed  should  they  receive  the  amount  authorized  by  the  act. 

The  railroads  shall  be  authorized  under  the  direction  of  and  in  accordance 
with  regulations  to  be  prescribed  by  the  commission  to  set  up  and  maintain 
on  their  books,  before  the  excess  earnings'  reduction  becomes  operative,  such 
corporate  reserves  as  a  margin  of  safety  for  the  protection  of  their  securities  as 
may  be  found  necessary  by  the  commission.  And  the  commission  may,  in  its 
discretion,  cause  to  be  set  up  out  of  operating  income  either  upon  the  books  of 
the  railroads  or  by  payment  into  the  fund,  a  reserve  as  a  margin  of  safety 
against  losses  due  to  acts  of  God  or  other  extraordinary  contingencies — to  be 
used  for  no  other  purpose  and  to  be  set  up  only  to  the  extent  that  provision  may 
have  been  made  for  that  purpose  in  arriving  at  the  base  rate.  In  the  latter 
case  where  the  reserves  shall  exceed  the  amounts  found  necessary  from  time  to 
time,  the  base  rate  may  be  adjusted  accordingly  or  the  excess  may  be  required 
to  be  paid  into  the  fund. 

If  it  should  be  found  that  it  will  be  in  the  public  interest  to  create  a  fund 
larger  than  is  furnished  under  the  level  of  rates  above  provided,  the  Inter- 
state Conunerce  Commission  shall  be  empowered  to  adjust  the  level  of  rates 
accordingly  and  to  make  distribution  gf  the  additional  amount  accruing  in  such 
fund  as  may  be  deemed  wise. 

The  earnings  that  will  accrue  to  the  individual  lines,  uuder  rates  to  be  estab- 
lished as  provided,  will  at  least  enable  the  railroads  to  pay  their  fixed  charges 
and  the  average  dividends  paid  by  them  during  the  test  period  from  their 
railway  operations,   except  in   a   few  instances  in   the  consideration  of  which 
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powers  shall  be  conferred  upon  the  Interstate  Commerce  Commission.  Thei*e 
may  be  cases  in  which  certain  railroads  may  claim  that  injustice  would  be 
done  in  applying  the  above-mentioned  percentage  of  return  to  their  property 
investment.  In  such  cases,  upon  application  of  the  said  railroads,  the  com- 
mission upon  investigation  shall  be  empowered  to  grant  relief  out  of  the  excess 
earnings  of  such  railroads. 

The  commission  shall  establish  in  the  six  regional  districts  certain  operating 
standards  of  efficiency,  and  whenever  any  railroad  or  railroads  shall  attain 
such  standard,  then  the  commission  shall  make  provision  for  such  railroad  to 
receive  a  greater  proportion  of  the  excess  earnings  than  the  percentage  herein 
mentioned,  to  be  applied  to  improvements  in  or  additions  to  its  railroad  prop- 
erty, but  not  to  be  capitalized  for  the  purposes  of  rate  making  in  determining 
the  fixed  return.  Likewise  a  proportionately  greater  amount  shall  be  used  for 
the  benefit  of  the  employees  of  the  particular  railroad  or  railroads  affected. 
The  amounts  to  be  received,  and  the  proportion  to  be  distributed  to  the  rail- 
roads and  their  employees,  shall  be  fixed  and  determined  from  time  to  time  by 
the  Interstate  Commerce  Commission.  Since  the  rate  of  return  herein  pro- 
vided is  based  on  the  operations  of  the  railroads  in  past  periods  and  prior  to 
the  period  of  Federal  control,  beginning  January  1,  1918,  it  may  become  neces- 
sary to  make  an  adjustment  of  rates  to  meet  the  extreme  operating  condi- 
tions incident  to  the  war,  and  methods  thought  to  be  necessary  during  Federal 
control.  Any  changes,  however,  incidental  to  these  abnormal  conditions,  will 
adjust  themselves  as  conditions  become  normal.  The  plan  has  for  its  purpose 
the  adoption  of  methods  under  which,  by  act  of  Congress,  the  Interstate  Com- 
merce Commission  shall  receive  instructions  for  their  guidance  in  the  establish- 
ment of  rates  that  shall,  as  near  as  may  be,  produce  at  least  the  given  rate  of 
return  on  property  investment  as  provided  in  the  plan. 

The  carriers  shall  be  obliged  to  provide  for  adequate  maintenance  and  de- 
preciation of  their  properties  as  a  part  of  their  operating  expense,  and  it  shall 
be  the  duty  of  the  commissions  to  supervise  such  maintenance  and  to  require 
the  observance  of  proper  accounting  rules  in  connection  with  maintenance  and 
depreciation. 

In  order  to  obtain  new  money  for  capital  expenditures,  or  for  refunding,  the 
commissions  shall  have  the  authority  to  authorize  the  sale  of  stock  and  other 
securities  of  any  railroad  at  such  discount  and  at  such  rates  of  dividends  or  in- 
terest as  may  be  found  necessary  or  in  the  public  interest.  If  the  commission 
shall  find  it  necessary  in  order  to  secure  the  funds  it  shall  set  up  on  the  prop- 
erty account  of  the  railroads,  for  the  purpose  of  making  rates  and  determining 
excess  earnings  reduction  under  the  plan,  such  amovmt  as  the  connnission  may 
find  necessary  in  the  public  interest. 

In  giving  legal  effect  to  the  plan,  the  act  of  Congress  would  provide  that  no 
railroad  shall  be  authorized  to  receive  and  retain  for  the  transportation  services 
rendered,  such  proportion  of  the  rates  charge*!  as  may  yield  in  the  aggregate 
more  than  a  reasonable  fixed  return  on  its  property  investment,  to  be  deter- 
mined as  provided  by  the  plan ;  and  that  the  commission  having  jurisdiction 
shall  fix  maximum  specific  rates,  according  to  the  plan,  and  that  in  all  cases 
where  the  amount  realized  by  any  railroad  for  the  transportation  services 
rendered  by  it  is,  in  the  aggregate,  greater  than  the  return  authorized,  the 
excess  shall  be  returned  for  distribution  as  the  plan  provides. 

Remarks. — Since  railroad  rates  can  not  be  made  that  will  suit  all  roads  alike, 
by  reason  of  location  or  conditions  of  operation,  no  plan  can  be  made  complete 
and  satisfactory  that  does  not  provide  the  means  to  solve  the  problem.  One 
result  of  Federal  control  and  operation  is  the  right  to  use,  in  the  public  in- 
terest, the  revenue  of  all  the  railroads  after  paying  a  standard  return  for 
the  use  of  each.  The  same  principle  cmu  be  met.  and  this  revenue  can  be  fairly 
obtained  and  used  so  as  to  produce  a  service,  in  the  public  interest,  controlled 
but  competitive  and  that  Federal  control  and  operation  will  not  and  can  not 
give — in  fact,  defeats.  The  competitive  features  proposed  are  contended  by 
shippers,  among  others,  to  be  essential  to  proper  railroad  facilities  and  service. 

It  is  not  possible  to  make  a  railroad  freight  rate  that  will  enable  the  average 
railroad  to  receive  an  adequate  return  upon  its  invested  capital  without  giving 
to  the  more  favorably  situated  roads,  oi-  the  roads  operating  in  thickly  settled 
territory,  more  revenue  than  the  public  will  sanction,  or  more  thiin  would  rep- 
resent a  fair  return  upon  its  property.  This  has  been  the  experience  of  the 
railroads  for  years  past  in  their  efforts  before  the  Interstate  Conunerce  Com- 
mission to  secure  adequate  rates  to  enable  them  as  a  whole  to  give  the  proper 
facilities  to  the  shippers  and  the  traveling  public. 
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The  difficulty  arises  from  tlie  fact  tliat  a  majority  of  railroads  of  the  country 
operate  in  what  may  be  called  sparsely  settled  territory.  The  other  roads  oper- 
ating in  more  densely-populated  territory,  or  because  of  peculiarly  favorable 
through  traffic  conditions,  have  grown  richer,  while  the  former  have  not  secured 
the  revenue  necessary  for  their  requirements. 

There  may  be  a  disposition  on  the  part  of  some  to  oppose  curtailment  of  earn- 
ings which  \vould  increase  railroad  surpluses.  The  plan  will  insure  a  con- 
tinuation of  dividends  on  the  stock  of  railroads,  proper  to  be  paid,  and  for 
this  insurance  they  should  be  willing  to  agree  to  regulation  of  surplus.  The 
plan  assures  to  the  railroads  a  fixed  return  upon  their  property  investment 
and  a  further  amount  to  be  obtained  through  efficiency  in  service,  in  return 
for  taking  earnings  over  and  above  amounts  reserved  for  purposes  named. 
Further,  they  should  consider  the  difliculties  of  the  future  in  relation  to  sui-plus 
earnings  of  railroads  over  and  above  a  fair  and  reasonable  return  on  their 
property  investment.  Neither  the  shipper  nor  the  general  public  in  times  that 
are  to  come  will  permit  great  surpluses  to  be  piled  up  by  the  railroads  of  the 
country,  gained  through  freight  rates  greater  than  necessary  to  give  to  the 
owners  of  railroad  securities  a  fair  return  on  the  money  supplied  the  railroads. 
Therefore,  it  might  just  as  well  be  recognized  that  the  creation  of  the  large 
surpluses  of  the  past  will  not  be  pos.sible  and  will  not  be  permitted.  The  public 
has  pointed  to  the  inducements  to  use  these  great  railroad  surpluses  for  the 
purpose  of  acquiring  other  properties  which,  in  the  past,  have  led  to  abuses  in 
railroad  promotion  and  management.  If  conspicuous  cases  of  railroad  manipu- 
lation in  past  years  that  brought  the  railroads  into  such  public  disfavor  are 
traced  to  their  origin,  it  will  be  found  that  in  most  instances  it  was  the  tempta- 
tion and  opportunities  these  great  surpluses  offered  for  their  use  for  personal 
gain  and  profit.  The  plan  removes  this  menace  and  lifts  railroad  credit  by 
stabilizing  the  securities  of  all  of  the  railroads. 

In  maintaining  interstate  rate  structures.  Federal  incorporation  that  has 
been  proposed  for  that  purpose  becomes  unnecessary,  from  the  fact  that  the 
Supreme  Court  has  shown  how  Congress  can  give  the  power  to  the  present 
Interstate  Commerce  Commission,  or  to  other  regulatory  bodies  established,  to 
create  interstate  rate  structures  that  can  not  be  interfered  with  in  interstate 
commerce.  With  the  contingencies  incidental  to  compulsory  Federal  incorpora- 
tion, and  its  doubtful  constitutionality  as  applied  to  the  purposes  for  which 
it  is  proposed  and  the  dangers  and  difficulties  incident  thereto,  it  would  seem 
unnecessary  to  call  into  play  that  method  when  this  plan  gives  the  principal 
advantages  intended  to  be  secured  by  such  an  act. 

The  difference  between  the  plan  of  regional  railroad  companies  and  this  plan 
is  in  the  form  the  stocks  of  the  ravious  railroads  within  the  region  are  to  be 
exchanged  into  the  stock  of  the  regional  company  in  the  proportions  to  be  vol- 
untarily agreed  upon  or  through  court  proceedings  compelled.  By  this  means 
a  leveling  process  is  secured.  In  this  plan  instead  of  the  machinery,  time,  and 
concentration  necessary  to  attempt  such  a  procedure  it  is  proposed  that  this 
leveling  process  shall  take  place  by  establishing  rates  that  will  give  a  fair  and 
fixed  return  on  property  investment,  thus  stabilizing  railroad  credit  and  securi- 
ties and  at  the  same  time  leveling  the  earnings  of  all  the  railroads. 

THE   FUND. 

The  fund  created  through  excess  earnings  reduction  provided  for  shall  be 
held  under  the  supervision  of  the  Interstate  Commerce  Commission.  It  may  be 
distributed  as  already  stated,  viz,  33^  per  cent  set  aside  as  a  fund  to  be  dis- 
tributed for  the  benefit  of  the  employees  of  the  railroads  under  the  plan,  83^ 
per  cent  returned  to  the  railroad  company  for  such  uses  as  it  may  determine, 
33i  per  cent  held  in  the  fund  to  be  devoted  to  the  purposes  provided  under 
the  plan  and  under  the  direction  of  the  Interstate  Commerce  Commission  or 
used  as  hereinafter  provided. 

The  act  of  Congress  should  provide  that  there  shall  be  a  distribution  of  a 
portion  of  the  fund  created  through  the  operation  of  excess-earnings  reduction 
between  the  employees  and  the  railroads  in  the  proportions  above  named  or  in 
such  proportions  to  each  as  shall  be  determined  after  taking  care  of  the  require- 
ments of  the  plan,  including  the  fixed  return  on  property  investment  herein 
provided  for.  A  plan  of  insurance  for  the  employees  of  the  railroads  may.  as  an 
alternative,  be  substituted  instead  of  profit  sharing;  the  same  proportion  or 
a  portion  of  said  fund  to  be  used  for  such  purpose.  In  addition  to  the  pur- 
poses mentioned,  a  portion  may  be  set  aside  to  be  used  for  making  good  de- 
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liciencies  in  net  earnings  that  may  result  in  consequence  of  unusual  railroad  or 
trattic  conditions,  purchase  of  equipment  for  the  joint  use  of  the  railroads,  or 
for  other  purposes.  But  the  use  of  such  fund  may  not  be  thus  limited.  Dis- 
cretion may  be  given  the  Interstate  Commerce  Commission  for  its  use  in  the 
public  interest  within  limitations  prescribed  by  Congress. 

When  the  annual  surplus  created  through  the  operation  of  excess-earnings 
reduction  becomes  an  amount  which  in  the  opinion  of  the  Interstate  Com- 
merce Commission  justifies  a  decrease  in  the  rates,  then  such  decrease  in  rates, 
in  consultation  with  the  regional  commissions,  will  be  made  through  the 
regional  commissions,  but  not  so  as  to  impair  the  fixed  rate  of  return. 

Remarks. — If  the  time  comes  for  a  threatened  strike  because  increase  of 
wages  is  denied,  the  commissions  can  then  properly  point  to  the  fact  that  a 
structure  has  been  built  that  protects  the  employees,  the  shippers,  and  the 
people  who  supply  the  money  to  operate  the  properties.  If  wages  are  to  be  in- 
creased, it  can  be  done  only  by  an  increase  in  rates.  If  the  employees,  together 
Avith  the  managements  of  railroad  properties,  can  bring  about  greater  effi- 
ciency and  increase  the  revenue,  then,  under  the  standards  of  efficiency  that 
have  been  set,  the  employees  will  receive  the  benefit  of  their  proportion  of 
the  surplus  thus  earned  just  the  same  as  the  owners  of  railroad  securities  will 
receive  an  additional  return  through  the  more  efficient  management  of  the 
properties  issuing  their  securities,  and  the  shipper  will  consequently  receive  his 
return,  in  either  i>ermittlng  rates  to  remain  where  they  are  and  giving  him  In- 
creased facilities  by  reason  of  such  efficiency,  or,  when  the  surplus  reaches  a 
given  point,  the  shippers'  rates  will  be  decreased. 

This  fund  is  really  a  shippers'  fund,  because  Its  use  is  directly  for  the  benefit 
of  the  shippers,  to  be  disbursed  In  the  public  Interest.  It  can  be  made  the 
means  of  Inducement,  If  judiciously  used  and  distributed,  for  a  greater  exercise 
of  individual  initiative  and  there  is  preserved  the  incentive  that  will  make  for 
the  future  development  of  the  country,  both  in  agriculture  and  in  business. 

BOARD  OF  CONCILIATION. 

The  act  of  Congress  shall  provide  that  increases  In  wages  shall  be  supervised 
by  the  regional  commissions,  the  intent  being  that  the  commissions  shall  have 
supervision  over  charges  against  a  railroad  that  tend  to  decrease  its  net  operat- 
ing revenue.  Application  for  increases  in  wages  shall  be  primarily  made  to 
the  particular  railroad  concerned.  In  event  of  failure  on  the  part  of  the  rail- 
road to  make  satisfactory  adjustment  thereof,  the  regional  commission  In  that 
district  shall  serve  as  a  board  of  conciliation,  and  in  default  of  agreement  upon 
the  questiiMis  at  issue  sal<l  (luestions  shall  l)e  arhiti-ated,  the  said  commission 
appointing  two  arbitrators,  one  from  the  railroad  or  railroads  concerned,  the 
other  from  among  their  own  members  or  taken  outside  thereof;  the  employees 
affected  also  naming  two  arbitrators.  In  the  event  that  the  four  so  selected 
do  not  agree,  then  the  four  arbitrators  shall  name  a  fifth.  Should  failure  to 
agree  on  the  fifth  arbitrator  continue  for  over  30  days,  then  the  regional  com- 
mission shall  name  such  arbitrator.  Pending  the  decision  (not  compulsory  un- 
less mutually  agreed  beforehand)  of  the  questions  involved,  there  shall  be  no 
strike  or  lockout. 

The  conditions  of  labor  vary  In  the  different  sections  of  the  country  within 
the  repective  regional  districts,  not  notly  because  of  living  and  operating  con- 
ditions but  also  because  climatic  conditions  reach  the  two  extremes.  Due 
regard  should  be  paid  to  such  controlling  factors  In  the  adjustment  of  differ- 
ences that  may  arise.  In  the  settlement  of  labor  questions  the  right  of  appeal 
to  the  Interstate  Commerce  Commission  shall  be  given  to  either  party — the 
railroad  or  the  employees.  The  commissions  being  clothed  with  the  power  to 
control  rates,  they  should  be  responsible  also  for  payments  made  by  the  rail- 
roads from  the  proceeds  of  such  rates,  as  far  as  practicable,  and  also  respon- 
sible to  the  public. 

Reiniirkfi. — In  addition  to  the  fixed  return  insured  l)y  the  proposed  plan, 
there  is  the  incentive  for  .-iddltionnl  earnings  to  be  had  through  increased 
efficiency  and  service  which  applies  to  their  managements  and  to  their  em- 
ployees alike.  Furthermore,  the  trials  of  the  railroads,  in  so  far  as  the  settle- 
ment of  labor  disputes  are  concerned,  will  be  largely  obliterated.  Employees 
should  be  regrouped  Into  classes.  The  Interstate  Commerce  Connnission,  in 
consultation  with  the  regional  commissions  who  will  be  conversant  with  living 
and  opei'atlng  conditions  in  their  respective  districts,  should  determine  a  fair 
wage  for  the  different  classes  or  grades  of  work  performed   in  the  railroad 
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service,  which  sliould  also  include  the  clerks.  Tiie  rates  to  l)e  established 
should  produce  a  sum  necessary  not  only  for  the  proper  conduct  of  a  railroad 
property  in  giving-  to  the  shipper  and  tlie  public  every  facility  they  should 
have,  but  they  should  also  provide  for  proper  and  adequate  pay  to  all  em- 
ployees and  for  the  fixed  and  adequate  return  on  property  investment. 

IJKGTJr,ATlON    OF    SECURITIES. 

The  act  shall  al.so  provide  sui^ervision  by  the  regional  commissions  of  issues 
of  railroad  securities  with  the  right  of  appeal  to  the  Interstate  Commerce 
Conunission  at  Washington.  The  regional  commission  in  whose  territory  lies 
the  inajoritj'  of  the  mileage  affected  shall  act  in  such  .supervision,  and  should 
it  become  necessary  tlu'ougli  divisi(jn  of  mileage  to  obtain  ad  ion  by  another 
regional  commission,  the  coiiimission  of  oi'iginal  application  shtill  present  the 
case  thereto  if  desired  by  the  applicant.  The  supervision  of  issues  of  securities 
of  carriers  engaged  in  interstate  commerce  will  thus  be  given  to  the  regional 
conunissions  to  the  full  extent  of  the  power  of  Congress.  At  the  time  of 
tiling  any  application  for  issues  of  securities  with  a  regional  connnissicm  a 
fopy  of  said  application  shall  be  also  tiled  with  the  State  commissvons  within 
such  regional  district  for  information. 

NATIONAL  KAII.WAYS  ASSOCl.VTION I'HOVISION  FOR  FINANCING  EQl'lPMENT  AL- 
LOCATED RAILROADS  DTRING  FEDEKAL  CONTROL,  AND  FOR  OTHER  I'ERMXNENT 
PURPOSES. 

There  shall  be  incorporated  under  act  oi  Congress  the  Natitmal  Railways 
Association.  Preferred  and  common  stock  shall  be  provided  for.  the  common 
only  nominal  as  qualifying  shares  for  the  trustees.  Thei-e  sluiU  be  no  dis- 
tribution of  the  earnings  of  this  association  othei-  than  as  herein  provided 
.-ind  to  pay  interest  and  dividends  on  any  obligation  issued  and  outstanding, 
for  the  purpose  of  financing  its  requirements.  The  association  will  be  man- 
aged by  a  board  of  17  trustees,  9  to  be  composed  of  the  9  members  of  the 
Interstate  Connuerce  Conunission  and  8  to  be  nominated  by  agreement  of  the 
railroads  of  the  country.  Such  salary,  additional  to  that  now  paid  the  mem- 
bers of  the  Interstate  Commerce  Commission,  as  may  be  thought  necessary 
because  of  their  added  duties  and  responsibilities  as  trustees  of  the  associa^* 
tion  shall  be  paid  from  the  funds  thereof.  That  portion  of  the  fund  created 
under  excess  earnings  reduction  above  provided  for  disbursement  in  the 
public  interest  may  be  paid  into  the  association,  on  approval  of  the  Interstate 
Commerce  Commission. 

The  Railroad  Administrati<tn  has  iiurcha.sed  and  allocated  certain  equipment, 
locomotives  and  cars  to  various  railroads.  To  provide  for  the  financing  of 
such  equipment,  oi*  any  part  thereof,  as  may  be  purchased  by  the  association 
tTom  the  Government,  it  may  issue  its  obligations  either  in  the  form  of  equip- 
ment trust  obligations  or  by  the  sale  of  stock,  the  said  obligations  and  stock 
to  be  guaranteed  by  the  railroads  to  which  said  equipment  has  been  allocated 
and  accepted. 

Tlie  said  trustees  upon  investigation  may  re-distribute  such  equipment  as 
it  may  take  over  among  the  railroads,  with  their  consent,  or  all  or  part  thereof 
may  be  acquired  by  the  association  and  used  as  floating  equipment  to  he  leased 
to  railroads  on  such  terms  as  may  be  determined  upon. 

The  tru.stees  may  also  acquire  such  additional  equipment  as  they  may  de- 
termine upon  for  use  among  the  railroads,  under  lease  to  theuL  or  hold  same 
either  as  emergency  equipment  or  to  supply  the  riiilroads"  future  require- 
ments. For  this  purpose  the  trustees  may  finance  throught  equipment  obliga- 
tions or  stock  or  they  may  use  any  part  of  the  fund  created  under  excess 
earnings  reduction,  provided  such  use  will  not  impair  said  fund  to  an  extent 
where  the  balance  will  not  .safely  take  care  of  the  requirements  of  the  plan. 

The  trustees  shall  act  as  the  agency  to  initiate  and  recommend  and,  after 
the  determination  of  just  terms  or  compensation  by  the  commission  or  tribunal 
that  may  have  .iurisdiction  in  the  matter,  put  in  practice  the  unification  of 
facilities  of  the  railroads,  such  as  .ioint  use  of  terminals,  freight  or  passenger. 
the  transfer  of  equipment  from  one  railroad  to  another.  They  shall  also 
initiate,  subject  to  the  commission,  such  rerouting  of  freight  as  will  have 
the  effect  of  pooling,  and  likewise  initiate  or  provide  for  other  operating  and 
traffic  requirements  in  line  with  the  policy  to  be  determined  by  the  trustees 
in  connection  with  the  retention  of  methods  of  operation  found  to  have  been 
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suc-cesslul  during  Federal  control.  But,  in  no  event  shall  such  rerouting  de- 
prive shippers  of  transit  or  terminal  privileges  in  effect  via  shippers'  own 
routing.  In  rerouting  freight  or  any  dealings  between  railroad  companies, 
in  the  public  interest,  provision  shall  be  made  to  compensate  the  carrier 
adversely  affected  either  from  the  traffic  or  funds  of  the  carrier  benefited,  or 
from  the  funds  of  the  association ;  the  intent  being  that  coordination  shall 
exist  between  the  association  and  the  Interstate  Commerce  Commission,  that 
the  full  purposes  of  the  plan  shall  be  can-ied  out.  Provision  shall  be  made 
for  the  combination  of  railroads  under  the  supervision  of  the  Interstate  Com- 
merce Commission. 

The  act  may  also  give  to  the  association  emergency  power  during  times  of 
war  so  that  all  the  railroads  of  the  country  may  be  controlled  and  operated 
by  the  National  Railways  Association  during  the  period  of  war  without  further 
congressional  authority,  or  action.  There  will  thus  be  always  ready  a  stand- 
ing, trained,  and  efficient  means  for  the  immediate  mobilization  of  the  I'ailroads 
for  war  purposes. 

Remarks. — The  trustees  of  the  National  Railways  Association,  composed  of 
both  commissioners  and  railroad  men,  can  be  of  paramount  assistance,  espe- 
cially in  the  formative  period  now  before  the  country  and  the  railroads. 

The  National  Railways  Association  will  supply  the  means  incident  to  the 
emergency  in  connection  with  the  proposed  return  of  the  railroads  by  financing 
requirements  that  can  not  be  taken  care  of  by  the  railroads,  since  they  will 
be  unable  to  promptly  pay  back  their  indebtedness  to  the  Government.  It 
also  gives  permanent  means  for  financing  the  equipment  of  the  railroads  under 
the  most  advantageous  terms,  particularly  if  the  indorsement  of  railroads  is 
given  in  connection  with  securities  to  be  sold.  It  will  bring  the  railroads  closer 
together  so  that  each  will  be  made  to  feel  that  it  is  only  one  of  a  great  oper- 
ating structure  to  be  operated  in  the  public  interest,  and  will  break  down 
"  railroad  autocracy "  which  has  sometimes  prevailed  in  the  past.  It  will 
bring  the  members  of  the  Interstate  Commerce  Cormmission  in  such  relation 
to  the  people  who  operate  the  railroads  that  the  "  human  side  "  of  railroad 
and  regulatory  life  may  be  developed.  For  after  all,  many  of  the  troubles  of 
the  past  have  been  the  result,  either  of  "  strong  arm "'  or  of  "  arm's  length  " 
methods. 

Finally,  the  plan,  in  so  far  as  its  operation  is  concerned  by  commissioners 
vund  trustees,  is  not  involved,  but  simple.  An  appeal  board  is  created  in  the 
Interstate  Commerce  Commissioners,  now  sitting  in  Washington,  to  be  greatly 
relieved  by  transferring  to  the  six  regional  commissions  the  daily  and  practical 
work  incident  to  rate  making  and  supervision  of  security  issues  in  relation  to 
the  railroads.  This  would  give  time  for  prompt  action  on  the  appeals  that  will 
come  before  that  commission  and  for  the  settlement  of  the  other  questions 
properly  coming  before  such  a  body.  The  plan,  as  stated,  does  not  contemplate 
any  change  in  the  constitution  of  the  present  Interstate  Commerce  Conunission 
further  than  the  suggestion  that  it  may  be  designated  the  commission  of 
appeal. 

The  board  of  trustees  of  the  National  Railways  Association  gives  a  body 
well  balanced  between  Government  and  railroad  men  to  dispose  of  the  practical 
railroad  questions  that  would  constantly  come  before  them  in  the  operation  of 
the  railroads. 

Opinions  of  Counsel  of  the  Association  in  Respect  to  the  CoNSTinjTioNAi. 
Authority  of  the  Concujess  to  I'ass  an  Act  to  Cakry  into  Effect  the 
Essential  Features  of  the  Plan. 

In  reply  to  a  letter  to  counsel  of  the  association  asking  whether  in  their 
opinion  the  Congress  has  the  constitutional  authority  to  pass  an  act  to  carry 
into  effect  the  essential  features  of  the  plan,  responses  were  received,  advising 
the  association  that  the  Congress  has  such  power. 

There  follow  the  opinions  of  former  Senator  Elihu  Root,  Messrs.  .John  G. 
Milburn.  Hugh  L.  Bond,  .Jr.,  John  S.  Miller,  1^'orney  Johnston,  advisory  counsel; 
and  B.  H.  Inness  Brown  and  Luther  M.  Walter  of  general  counsi'l  (Samuel 
Untermyer  being  in  Florida  and  not  available  for  consultation). 

There  also  follows  the  opinion  of  Messrs.  Coverdale  and  Colpitts  in  respect 
to  the  application  of  the  figures  to  the  operation  of  the  plan,  whose  calculations 
have  been  verified  hy  Messrs.  Haskins  and  Sells,  certified  public  accountants. 
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New   Youk,  .January  23,  1019. 
S.  Davies  Wakfield,  Esq., 

President,  Nat>())ial  As.sitciatioii  of  Ointers  of  Railroad  Securities, 

Baltimore,  Md. 
Dear  Sir:  We  have  carefully   exainiued  and  ccnisidered   the  proposed  plan 
for  the  return  of  the  railroads  to  private  operation  suhuiitted  to  us  as  it  ap- 
pears in  the  revised  proof  of  .January  22. 

We  understand  the  plan  to  contemplate  that  Congress  shall  limit  by  law 
the  amount  of  compensation  which  each  railroad  company  shall  be  entitled 
to  receive  for  its  services  to  an  aggregate  amount  sufficient  to  yield  a  specified 
return  upon  its  investment,  and  that  the  particular  rates  fixed  under  the 
supervision  or  direction  of  the  Interstate  Commerce  Commission  or  other  simi- 
lar commissions  will  be  tentative,  and  as  to  the  results  thereof  subject  to  com- 
parison with  the  primary  limitation  upon  the  aggregate  amount,  and  that  the 
so-called  excess  earnings  for  the  distribution  of  which  the  plan  provides  will 
be  that  part  of  the  sums  which  may  be  received  by  the  railroad  company  in 
accordance  with  the  tentative  particular  rates,  but  which  the  company  is  not 
entitled  to  retain  as  its  own  under  the  limitation  upon  aggregate  receipts 
established  by  law. 

WMth  this  understanding,  we  are  of  the  opinion  that  Congress  has  the  con- 
stitutional authority  to  pass  an  act  to  carry  into  effect  the  essential  features 
of  the  plan. 

Very  truly  yours, 

(Signed)  Elihu  Root. 

(Signed)  .John    G.    Mit.burn. 


The  Baltimore  &  Ohio  Railroad  Co., 

Law  Department, 
Baltimore,  Md.,  January  19,  1919. 
Mr.  S.  Davies  Warfield, 

President,  National  Association  of  Oicners  of  Railroad  Seeurities. 

Baltimore,  Md. 
Dear  Mr.  Warfield:  In  my  opinion.  Congress  has  constitutional  authority 
to  pass  an  act  to  carry  into  effect  the  essential  features  of  the  plan  in  con- 
nection with  the  return  of  the  railroads  to  their  owners,  sent  me  with  vour 
letter. 

Yours  very  truly, 

(Signed)  Hugh  L.  Bond,  General  Counsel. 


Miller,  Starr,  Brown,  Packard  &  Peckham, 
Law  Offices,  1.522  First  National  Bank  Building, 

Chicago,  January  20,  1919. 

Mr.  S.  Davies  Warfield, 

President,  National  Association  of  Owners  of  Railroad  Securities, 

Baltimore,  Md. 
Dear  Sir  :  I  have  examined  the  plan  of  your  association  which  has  been 
prepared  for  submission  to  the  Interstate  Commerce  Committee  of  the  United 
States  Senate  as  the  basis  for  legislation  by  Congress  looking  to  the  return 
of  the  railroads  engaged  in  interstate  commerce  and  for  their  regulation,  and 
in  reply  to  your  request  for  my  opinion  whether  Congress  has  the  constitu- 
tional authority  to  pass  an  act  to  carry  into  effect  the  essential  features  of 
such  plan,  I  beg  to  say  that  in  my  opinion  Congress  has  such  authority. 
Very  truly  yours, 

(Signed)  .John  S.  Miller. 


Birmingham.  Ala.,  January  2Jt,  1919. 
Mr.  S.  Davies  Warfield, 

President,  National  Associatio7i  of  Owners  of  Railroad  Securities, 

Baltimore,  Md. 
My  Dear  Mr.  Warfield  :  In  reply  to  your  letter  requesting  opinion  as  to  the 
power  of  Congress  to  give  effect  to  the  essential  features  of  the  plan  which  is 
to  be  submitted  to  the  Senate  Committee  on  Interstate  Commerce  as  the  basis 


814         EXTENSION   OF   GOVERNMENT   CONTROL   OF   RAILROADS. 

for  couiprehensive  interstate  railway  regulation,  I  have  to  advise  that  I  have 
considered  the  matter  at  length  and  am  of  the  opinion  that  Congress  has  full 
power  to  enact  the  necessary  legislation. 

I  do  not  consider  that  the  power  of  Congress  would  be  transcended  by  the 
provision  for  the  recapture  in  the  public  interest  of  operating  income  in  excess 
of  a  reasonable  return  on  the  property  Investment,  essential  in  any  horizontal 
or  adequate  system  of  regulation,  even  if  it  involved  slight  changes  in  the  com- 
mon-law relationship  between  shipper  and  common  carrier. 

It  is  also  clear  that  the  percentage  of  income  which  the  railroads  will  be 
permitted  to  receive  under  the  plan,  either  according  to  the  ratios  suggested  or 
as  subject  to  adjustment  after  hearing,  would  be  more  than  equivalent  to  the 
net  intrastate  income  of  the  railroads  coming  under  the  plan,  thus  removing 
any  possible  suggestion  that  Congress  would  be  attempting  to  make  disposition 
of  income  not  subject  to  Federal  control. 

Assuming,  as  clearly  contemplated  by  the  plan,  that  the  statutes  enacted 
would  provide  for  hearings  in  all  cases  of  dispute  as  to  return  or  compensation, 
I  find  that  the  plan  involves  no  important  feature  which  could  not  be  adjusted 
to  valid  and  effective  congressional  enactment,  conserving  fairly  those  functions 
of  essentially  local  initiative  and  control  upon  which  Congress  can  not  encroach, 
however  earnestly  that  result  may  be  intended  by  other  programs  submitted  to 
Congress. 


Yours  very  truly. 


(Signed)  Fokney  Johnston. 


HORNBLOWEE,  MiLLEK,  GAKEISON  &  POTTER, 

24  Broad  Street,  Nexo  York,  January  23,  1919. 
S.  Davies  Waefield,  Esq., 

President.  National  Association  of  (Hvncrs  of  Railroad  Securities, 

The  Continental  Building,  Baltimore,  Md. 
Dear  Mr.  Waefield  :  Replying  to  your  letter  inclosing  a  final  copy  of  the  plan 
in  connection  with  the  return  of  the  railroads  to  their  owners  and  asking  me  to 
advise  you  whether  in  my  opinion  the  Congress  has  the  constitutional  authority 
to  pass  an  act  carrying  into  effect  the  essential  features  thereof,  I  beg  to  express 
my  opinion  in  the  affirmative.  As  the  plan  has  matured,  I  have  carefully  con- 
sidered the  several  constitutional  questions  involved,  and  while  some  of  the 
applications  involved  are  new,  am  satisfied  that  under  established  principles  the 
necessary  legislation  can  be  constitutionally  framed  by  Congress. 
Very  truly  yours, 

(Signed)  B.  H.  Inness  Brown. 


Law  Offices, 
Bordees,  Waltee  &  Burchmoee, 
1H30  First  National  Bank  Building, 

Chicago,  January  22,  1919. 
Mr.  S.  Davies  Warfield, 

President,  National  Association  of  Owners  of  Railroad  Securities, 

Continental  Building,  Baltimore,  Md. 
My  Dear  Mr.  Waefield  :  Replying  to  your  letter,  I  beg  to  say  that  I  am  of  th« 
opinion  that  Congress  has  the  authority  under  the  Federal  Constitution  to  em- 
body the  fundamentals  of  your  plan  for  the  return  of  the  railroads  to  private 
ownership  in  legislation  appropriate  to  carry  such  fundamentals  into  effect. 
Very  truly  yours. 

(Signed)  Luther  M.  Walter. 


COVEKOAIK    iV;    (  "(II, I'll"!  S,    CONSULTING    KNGINB:ERS, 

66  Broadway. 
New  York,  December  31,  1918. 
Mr.  S.  Davies  Warfield, 

President,  National  Association  of  Oiniers  of  Railroad  Securities. 
Baltimore,  Md. 
Dear  Mr.  Warfield:  The  plan  projiosod  for  the  return  of  the  railroads  of  the 
country  to  their  owners,  as  outlined  by   you  on   bolialf  of  the  association,   IS 
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bused  upon  the  results  of  past  operations  of  the  carriers  and  its  primary  objects 
are  to  be  establish  a  fixed  rate  of  return  on  their  coml)ined  property  investment 
so  as  to  limit  tlie  present  wide  lluctuations  in  the  return  upon  their  securities 
and  to  create  a  fund  for  specific  purposes  from  the  earnings  of  individual  lines 
in  excess  of  a  maximum  rate. 

The  information  upon  which  the  plan  is  based  has  been  compiled  from  the 
records  of  the  Interstate  Commerce  Commission,  the  Bureau  of  Railway  Eco- 
nomics, and  from  the  anniial  reports  of  individual  lines.  The  net  railway 
operating  income  of  the  railroads  for  the  periods  taken  under  the  plan,  the  ap- 
plication of  that  revenue  lor  the  purposes  proposed,  and  the  determination 
of  its  effect  on  the  interest  and  dividend  requirements  of  individual  railroads 
has  been  calculated.  This  information,  which  covers  the  operations  of  the 
carriers  for  several  years  past,  has  been  available  in  working  out  the  details  of 
the  plan. 

We  are  of  the  opinion  that  the  methods  adopted  in  applying  these  data  to  the 
purposes  of  the  plan,  in  order  to  forecast  the  probable  effect  upon  future  opera- 
tions, are  thoroughly  practicable  and  sound  and  it  also  seems  to  us,  in  our  ex- 
perience in  studying  railroad  problems,  that  the  plan  contains  provisions  which 
will  solve  many  of  the  difficulties  that  have  been  met  with  in  financing  and 
regulating  the  railroads,  and  will  be  fair  alike  to  all  of  the  various  interests 
concerned. 

Yours  very  truly, 

COVERDALE    &    COLPITTS, 

(Signed)  By  W,  W.  Colpitts. 

Mr.  Warfield.  Now,  Mr.  Chairman,  I  have  of  course  tired  you  a 
great  deal  with  this  statement,  and  am  now  at  your  disposal,  my- 
self and  my  associates  in  this  matter,  including  our  attorneys  and 
our  accountants,  and  if  you  like,  we  will  file  such  figures  and  data  as 
we  have  for  your  consideration,  because  I  assume  that  in  the  short 
time  left,  we  will  not  have  the  opportunity  to  present  them  otherwise. 

Senator  McLean.  I  would  like  to  know  how  your  plan  would 
aifect  the  roads  in  Xew  England  proper;  for  instance,  like  the  New 
Haven  road  and  the  Boston  &  Maine;  how  it  would  enable  them  to 
finance  their  needs  in  the  future. 

Mr.  Warfield.  Senator,  you  will  see  that  when  I  submit  to  you  the 
figures. 

Senator  Robinson.  Pending  further  examination  of  the  witness, 
I  would  like  to  inquire  whether  it  is  expected  that  Mr.  Warfield  will 
be  present  either  to-morrow  or  some  other  day  in  the  future?  It  is 
perfectly  manifest  that  we  can  not  complete  his  examination  to-day ; 
and  I  would  like  to  ask  him  some  questions. 

Mr.  Warfield.  I  will  be  at  your  disposal  at  any  time. 

Senator  Pomerene.  It  was  arranged  that  Mr.  Warfield  should  be 
here  to-day.  Now,  Mr.  Burr,  representing  the  Florida  Public  Utili- 
ties Commission,  is  here,  and  he  has  a  paper  which  he  says  will  only 
take  him  about  15  minutes  to  read,  and  he  is  anxious  to  get  away. 
He  has  been  here  for  several  days.  We  can  not,  of  course,  conclude 
with  Mr.  Warfield  within  the  next  few  minutes.  Therefore,  is  there 
any  objection  to  hearing  Mr.  Burr  now? 

Senator  Robinson.  No;  but  let  us  settle  now  when  Mr.  Warfield 
will  be  here  again. 

(After  informal  discussion  it  was  agreed  that  Mr.  Warfield  should 
appear  at  some  future  date,  at  the  convenience  of  the  committee,  and 
that  Mr.  Hines,  Director  General  of  Railroads,  will  be  heard  Mon- 
day, February  3,  1919.) 

Senator  Pomerene.  We  will  now  hear  Mr.  Burr. 
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STATEMENT  OF  MR.  R.  HUDSON  BURR. 

Senator  Pomerene.  Mr.  Burr,  state  your  name,  place  of  residence, 
your  official  capacity,  and  whom  you  represent. 

Mr.  Burr.  I  am  chairman  of  the  Florida  Railroad  Commission, 
and  such  testimony  as  I  shall  give  here  is  in  behalf  of  the  Florida 
Railroad  Commission. 

My  ideas  on  other  matters  were  incorporated  in  the  paper  pre- 
sented by  Mr.  Elmquist  yesterday.  I  was  in  thorough  accord  with 
that,  so  I  will  not  attempt  to  touch  on  that  phase  of  it.  I  simply 
want  to  deal  a  little  in  criticism,  if  it  is  proper  for  the  committee  to 
hear  it,  of  a  few  of  the  things  that  have  been  done  by  the  railroad 
administration  since  the  Government  control,  which  have  been  bur- 
densome; and  I  do  so  because  I  feel  that  it  reflects  what  we  may 
expect  in  the  future,  if  such  control  is  continued. 

The  Director  General  of  Railroads  issued,  effective  June  25,  1918, 
his  now  well-known  order  No.  28.  This  order  purported  to  bring 
about  a  general  advance  on  freight  traffic  of  approximately  25  per 
cent.  An  inspection  of  the  order,  however,  disclosed  the  fact  that 
it  was  its  purpose  to  cancel  intrastate  rates  and  classifications,  sub- 
stituting in  lieu  therefor  the  then  existing  interstate  rates  and  classi- 
fications, and  to  such  interstate  rates  the  25  per  cent  was  to  be  added. 
The  result  would  have  been  to  have  brought  about  increases  in 
State  rates  all  the  way  from  25  to  650  per  cent.  In  addition  to 
this  minimum  charges  were  advanced  considerably  in  excess  of  25 
X^er  cent  on  less  than  carload  shipments,  and  from  25  per  cent  to 
several  hundred  per  cent  on  a  numlDer  of  carload  commodities.  Rail- 
road commissioners  from  31  States  met  in  Washington  early  in 
June,  1918,  for  the  purpose  of  entering  a  vigorous  protest  to  the 
director  general  against  proposed  order  No.  28.  The  Director  General 
was  at  White  Sulphur  Springs,  Va.,  at  which  point,  by  agreement, 
the  commissioners  met  him  and  had  a  three-hour  conference  on  the 
subject.  The  result  of  this  conference  was  a  modification  of  order  No. 
28,  so  that  in  general  the  existing  State  classifications  and  rates 
would  be  retained  and  the  25  per  cent  advance  applied  thereto.  It 
also  resulted  in  having  the  $15  carload  minimum  charge  rule  modified 
so  as  to  exclude  brick,  cement,  coal,  coke,  logs,  ore,  sand,  gravel,  and 
stone.  A  short  time  thereafter  the  Florida  commissioners  succeeded 
in  having  fuel  wood  relieved  of  the  $15  minimum  charge. 

If  order  No.  28  had  gone  into  effect  as  proposed  by  the  railroad  ad- 
ministration thousands  of  business  concerns  in  this  country  would 
have  been  absolutely  ruined,  and  the  general  effect  would  have  been 
extremely  depressing  on  all  transportation. 

At  this  time  the  $15  minimum  charge  had  not  been  removed  from 
citrus  fruits  to  packing  points  and  the  return  of  the  empty  carriers. 
It  was  understood  that  this  matter  was  being  considered,  and  would 
be  decided  later.  It  was  also  understood  with  representatives  of  the 
Administration  that  the  only  question  with  reference  to  these  citrus- 
fruit  rates  was  the  minimum  charge;  that  the  former  rates  would  re- 
main in  effect  with  an  addition  of  25  per  cent.  Nothing  having  been 
done  until  practically  the  opening  of  the  citrus-fruit  season,  this 
commission  began  to  handle  vigorously  with  administration  officials. 
Much  to  our  surprise  we  found  that  tariffs  had  been  issued  on  one 
day's  notice,  eliminating  the  minimum  charge,  but  advancing  the 


EXTENSIOI^   OF   GOVERNMENT   CONTROL  OF   RAILROADS.         817 

rates  in  excess  of  25  per  cent  and  restricting  the  back  haul  privilege 
which  had  been  in  force  under  the  previous  rates.  We  have  been 
handling  since  the  23d  of  October  with  Division  of  Public  Service  in 
an  effort  to  have  reparation  made  on  those  shipments  that  moved  be- 
fore the  $15  minimum  charge  was  removed,  and  to  have  the  rates  them- 
selves adjusted  on  the  basis  of  our  agreement,  with  reparation  on  all 
shipments  that  had  moved  previously.  In  their  last  communication 
the  Division  of  Public  Service  takes  the  position  that  the  rates  now 
in  force  are  reasonable  rates,  which  is  not  the  question  at  all.  The  ques- 
tion as  we  see  it  is  whether  or  not  the  Administration  is  going  to  live 
up  to  its  agreement  with  reference  to  these  rates.  The  rates  were  raised 
without  au}^  notice  to  this  commission,  and  on  one  day's  notice  to  the 
shippers  in  general,  and  in  the  face  of  our  understanding  and  agree- 
ment that  they  would  only  be  raised  25  per  cent.  The  attitude  now 
seems  to  be  one  of  backing  and  filling,  and  an  effort  to  inject  an 
issue  that  does  not  exist  in  the  question. 

Senator  Townsend.  How  much  lower  are  your  intrastate  rates 
than  the  interstate  rates? 

Mr.  Burr.  Some  of  our  State  rates  are  higher.  The  bulk  of  them 
are  lower.  I  can  not  tell  you  the  exact  difference  in  them  because, 
as  I  have  said,  before  this  Government  operation  came  on,  those 
interstate  rates  were  what  were  known  as  paper  rates,  except  the 
rates  which  carried  the  bulk  of  the  business  into  the  State,  which 
were  commodity  rates.  In  other  words,  they  were  exceptions  to  the 
classification.  In  southern  territory  there  were  89  exceptions  to  the 
classification,  and  it  was  under  those  89  exceptions  to  the  classifica- 
tion that  the  bulk  of  the  business  moved.  Those  rates  took  into  con- 
sideration competition  between  the  railroads  and  water  routes  at  cer- 
tain points. 

Senator  Townsend.  What  I  was  getting  at  was  your  point  that 
this  proposed  increase  of  25  per  cent  was  going  to  increase  your  State 
rates  650  per  cent  in  some  cases. 

Mr.  Burr.  That  is  because  they  take  a  rate  that  was  not  intended 
to  be  used,  or  which  has  not  been  used — a  paper  rate — and  make  it  an 
actual  rate.  I  have  four  exhibits  here  that  I  am  going  to  file  with  the 
committee,  as  a  part  of  this  paper,  and  they  will  explain  some  of  the 
points  that  I  will  not  have  time  to  explain  now. 

Senator  Toavnsend.  Very  well. 

Mr.  Burr.  The  Railroad  Administration  has  arbitrarily  advanced 
rates  without  regard  to  the  effect  of  such  advances.  For  instance, 
in  June,  1918,  the  Federal  Fuel  Administrator  was  urging  the  people 
of  Florida  to  conserve  coal  by  the  use  of  wood,  which  is  rather 
plentiful  in  that  State.  General  Order  No.  28,  effective  June  25, 
1918,  advanced  the  iiiinimum  charge  on  wood  to  a  figure  that  would 
have  made  the  use  of  that  commodity  for  fuel  impossible.  After 
members  of  this  comniisson  had  appealed  direct  to  the  director  gen- 
eral and  his  associates  this  order  was  fortunately  modified  so  as  to 
eliminate  wood  from  its  provisions.  The  whole  trouble  was  caused 
by  the  fact  that  this  matter  was  being  handled  by  officials  who»were 
not  at  all  familiar  with  conditions  in  the  State  of  Florida. 

Under  Government  operation  the  rule  is  that  complaints  with  ref- 
erence to  rates  must  be  taken  up  first  with  the  local  committees,  which 
refer  the  matter  to  the  regional  conunittee.  from  where  it  is  for- 
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warded  to  the  head  authorities  in  Washington.  Under  private  oper- 
ation these  matters  can  be  handled  direct  with  those  who  have  power 
to  act,  and  much  loss  of  time  eliminated. 

In  April,  1918,  the  director  general  proposed  the  withdrawal 
of  all  differential  rates  via  rail-and-water  routes,  and  generally 
placing  the  rail-and-*water  routes  on  an  all-rail  basis.  If  this 
proposition  had  been'  carried  out  the  tresult  would  have  been 
disastrous.  To  Florida  points  generally  through  Jacksonville  total 
increase  since  15  per  cent  case  would  have  ranged  up  to  36  cents,  and 
to  Tampa  58  cents  per  hundred  pounds,  first  class;  other  classes  and 
commodities  in  proportion,  comparing  with  Atlanta  and  southeast- 
ern territory  12  cents,  central  freight  association  territory  10  cents. 
I  personally  appeared  before  the  director  of  traffic  in  opposition 
to  the  proposed  change,  and  after  the  matter  had  been  gone  into, 
Director  Chambers  stated  to  me  in  affect  that  he  did  not  wonder 
that  we  had  come  to  protest;  that  the  matter  had  been  proposed 
by  "the  boys,"  and  without  his  knowledge.  It  is  my  opinion  that 
many  things  have  been  done  by  "  the  boys  "  without  the  knowledge 
of  those  higher  up,  and  in  many  instances  they^  have  gotten  away 
with  it.  This  is  but  another  instance  of  drastic  action  being  pro- 
posed by  officials  who  did  not  take  into  consideration,  did  not 
know,  or  did  not  care  what  the  effect  would  be  in  certain  terri- 
tories. 

General  Order  No.  28  of  the  director  general  provided  for  a 
minimum  scale  of  class  rates  and  a  minimum  charge  of  50  cents 
for  small  shipments.  This  fell  with  particular  force  on  less  than 
carload  shipments  of  ice  in  Florida.  This  State  has  the  longest 
coast  line  of  any  State  in  the  Union,  and  small  fishing  camps  are 
maintained  at  all  accessible  points  on  the  coast.  These  fish  dealers 
are  constant  users  of  ice  in  small  quantities.  This  ice  has  to  be 
shipped  from  interior  points  20  to  40  miles  from  the  coast.  This 
rule,  instead  of  increasing  our  old  rate  25  per  cent,  which  was  the 
purport  of  General  Order  No.  28,  increased  our  old  rates  in  excess 
of  25  per  cent  for  all  distances  up  to  130  miles.  We  have  been 
handling  this  matter  with  Director  Prouty,  of  the  Railroad  Ad- 
ministration, in  an  endeavor  to  have  order  No.  28  modified  as  it 
applies  to  small  shipments  of  ice.  We  are  advised  hj  Mr.  Prauty 
under  date  of  December  21,  as  follows : 

You  will  appreciate  that  the  sauie  niinlnuiui  charge  applies  to  shipments 
made  between  points  in  Florida  as  applied  to  all  shipments  on  all  lines  under 
Federal  control  elsewhere,  and  that  whatever  action  may  be  taken  with  respect 
to  those  shipments  that  move  between  points  in  Florida  must  necessarily  be 
taken  as  to  the  other  shipments. 

If  this  is  to  be  taken  as  representing  the  views  of  the  Railroad  Ad- 
ministration it  is  evident  that  a  yardstick  is  to  be  applied  to  this 
continent  with  respect  to  rates  and,  if  one  system  is  in  vogue  in  the 
State  of  Washington,  the  same  must  obtain  in  the  State  of  Florida 
or  the  State  of  Maine,  regardless  of  how  much  dissimilarity  there 
may*be  in  local  conditions.  We  do  not  believe  that  this  is  a  sound 
theory,  or  that  it  can  be  worked  out  in  actual  practice  without  in- 
justice. Rates  have  never  been  made  in  this  country  without  regard 
to  local  conditions. 

Freight  rates  have  been  so  confused  under  General  Order,  No.  28, 
and  the  subsequent  amendment  thereto  that  in  numbers  of  cases  the 


EXTENSION   OF  GOVEKNMENT  CONTKOL  OF  RAILROADS.         819 

traffic  officials  of  the  administration  do  not  know  what  the  correct 
rates  are.  On  less  than  carload  shipments  of  fertilizer,  the  carriers 
understood  Order  No.  28  to  provide  for  a  minimum  charge  of  $2.60 
per  ton.  This  resulted  in  advances  of  from  85  to  116  per  cent  on 
short  hauls,  the  percentage  of  advance  decreasing  as  the  distance  in- 
creased. The  result  was  that  a  jobbing  center  with  a  haul  of  189 
miles  could  go  into  the  territory  of  another  jobbing  center  on  an 
increase  of  26.1  per  cent,  while  the  latter  jobbing  center  was  forced 
to  go  into  its  own  local  territory,  with  a  haul  of  20  miles,  on  an  in- 
crease of  116.7  per  cent.  After  considerable  correspondence  the  dis- 
trict freight  committee  had  to  admit  that  the  original  interpretation 
of  Order  No.  28,  was  in  error,  and  that  the  advance  on  fertilizer,  less 
than  carload,  should  have  been  only  a  flat  increase  of  25  per  cent. 
In  the  meantime,  thousands  of  shipments  had  moved  bearing  exces- 
sive overcharges,  and  the  period  of  Government  operation  will  be 
only  a  dim  and  distant  memory  in  the  minds  of  men  when  these 
overcharges  are  all  refunded  to  the  shippers,  if,  in  fact,  they  are  ever 
refunded.  We  do  not  know  of  any  case  in  which  the  Railroad  Ad- 
ministration has  made  reparation  in  matters  of  this  kind,  although 
they  have  repeatedly  been  importuned  to  do  so. 

It  has  been  the  observation  of  my  commission  that  Government 
operation  has  brought  about  a  lack  of  efficiency  on  the  part  of  em- 
ployees. In  my  opinion  this  was  largely  due  to  the  idea  that  as  a 
fixed  return  was  guaranteed  to  the  carriers,  and  as  they  had  been 
merged  into  one  system,  personal  incentive  to  improve  the  service 
and  attract  business  has  been  removed.  There  is  lacking  that 
friendly  rivalry  which  is  the  mainspring  of  business  activity,  and 
the  surest  guarantee  of  polite  and  efficient  service.  When  a  shipper 
has  a  complaint,  he  fails  in  many  instances  to  get  the  sympathetic 
hearing  and  active  assistance  that  had  been  the  rule  under  individual 
competitive  management,  and  is  unfortunately  too  often  met  with 
the  attitude  that  says  plainer  than  words,  "  Well,  what  are  you  going 
to  do  about  it?"  One  great  contributing  cause  of  this,  in  addition  to 
that  outlined  above,  has  been  the  fact  that  the  actual  seat  of  final 
power  was  so  far  removed  from  the  scene  of  operation. 

An  Army  second  to  none  was  built  up  in  a  short  time,  with  a 
morale  that  had  no  equal;  in  a  shorter  time  another  army,  that  of 
transporation,  has  had  its  morale  so  severely  shaken  that  the  travel- 
ing public  of  to-day  notes,  with  adverse  criticism,  the  changed 
product  under  Federal  control.  Until  the  armistice  was  signed  the 
fighting  army  "  over  there  "  and  in  preparation  here,  recognized  the 
sense  of  their  responsibility.  With  the  signing  of  the  armistice  they 
had  accomplished  their  mission  and  asked  to  be  relieved  so  as  to 
take  up  civil  life  and  regain  what  they  had  lost  in  position  and 
money.  When  the  Federal  Government  took  control  of  the  rail- 
roads the  armistice  of  efficient  service  was  signed  and  there  was  no 
further  incentive.  Division  superintendents  have  become  clerks 
to  the  regional  director,  who  in  turn  receives  his  instructions  from 
Washington.  The  individuality  of  the  road  is  gone,  competition 
strangled,  and  the  personal  equation  lost.     His  road  is  no  longer  a 

Eersonal  pride,  to  be  striven  for  so  that  the  record  of  efficiency  may 
e  the  highest.     It  is  engulfed  in  a  questionable  experiment  that  the 
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director  general  admits  must  have  five  years  in  which  to  prove  its 
right  to  exist,  and  can  not  then  promise  a  successful  culmination. 
He  further  admits  that  unless  this  time  is  granted  the  morale  will 
suffer.  He  is  wrong  on  the  word  "  unless."  It  has  suffered,  and  it 
now  remains  to  be  seen  to  what  extent  it  will  finally  drop.  The  men 
are  not  at  fault ;  they  are  the  same  men,  with  the  same  capabilities 
and  the  same  capacity  for  work  under  a  system  that  means  some- 
thing, and  under  which  they  have  been  a  party  to  real  accomplish- 
ment; but  they  are  also  human  and  are  willing  to  let  the  other  fel- 
low demonstrate  that  what  he  proposed  is  better  than  what  he 
knows,  or  thinks,  is  right,  and  in  the  meantime  the  public  suffers 
under  inadequate  service,  inattention,  and  last,  but  not  least,  in- 
creased rates  which  add  to  his  already  heavy  burdens.  And  all  this 
that  the  theorist  may  experiment. 

There  has  sprung  up  among  some  ticket  agents  a  decided  opposi- 
tion to  the  use  of  mileage  books  on  the  part  of  the  public,  because 
of  the  added  trouble  of  handling  them  instead  of  the  cash.  The 
situation  was  the  reverse  under  the  old  regime  of  private  manage- 
ment, Avhen  ticket  agents  solicited  the  sale  of  mileage  books  instead 
of  trying  to  discountenance  them.  The  attitude  on  mileage  books 
on  the  part  of  ticket  agents  exists  in  spite  of  the  placards  displayed 
in  the  ticket  offices  signed  by  the  Director  General  advising  the  public 
to  buy  these  books.  We  have  heard  of  one  case  where  a  ticket  agent 
told  a  passenger  who  presented  a  mileage  book  at  the  ticket  window 
that  these  books  were  a  nuisance,  and  that  it  was  his  purpose  to  try 
and  have  him  get  left  for  having  presented  one  to  be  pulled. 

At  ticket  offices  at  central  points  it  appears  that  instead  of  retain- 
ing ticket  sellers  familiar  with  the  lines  over  which  they  were  to 
sell  passage,  employees  were  so  changed  around  that  the  average 
ticket  seller  is  not  familiar  with  the  territory  he  was  handling, 
which  results  in  delay  and  confusion.  My  experience  has  been  that 
it  is  less  easy  to  purchase  tickets  at  the  larger  points  than  it  was  be- 
fore Government  operation. 

Federal  operation  appears  to  have  killed  the  incentive  for  the 
prompt  handling  of  loss  and  damage  claims.  From  the  records 
accumulating  in  our  office  it  is  apparent  that  very  little  attention  is 
being  paid  to  the  prompt  handling  of  claims.  Under  private  opera- 
tion and  competitive  conditions  carriers  well  knew  the  value  of  the 
prompt  handling  of  claims.  The  value  of  such  action  has  been 
removed  by  the  consolidation  of  roads  and  Government  operation. 

Government  operation  has  meant  a  restriction  of  the  privileges  of 
the  shipper.  As  examples  I  refer  to  present  reconsignment  and 
diversion  rules,  the  sailing-c'^y  plan,  and  the  restriction  of  storage 
rules. 

The  Director  General  has  proposed  a  consolidated  freight  classifi- 
cation, to  be  applied  to  both  interstate  and  intrastate  traffic.  Tliis 
classification  is  uniform  as  to  descriptions,  packing  requirements, 
carload  minima,  and  rules,  against  which  there  is  no  objection.  It 
goes  further,  however,  and  attempts  to  unify  ratings  to  a  large  ex- 
tent. A  uniform  classification  as  to  descriptions,  packing  require- 
ments, carload  minima,  and  rules  ma>-  be  practicable,  but  a  uniform 
classification  with  reference  to  ratings  is  not  in  our  opinion  practi- 
cable or  desirable. 
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The  Director  General  has  proposed  for  adoption  scales  of  uniform 
mileage  class  rates,  to  be  applied  to  large  territories,  those  for  south- 
eastern territory  to  be  applied  to  that  section  lying  east  of  the  Mis- 
sissippi and  soiith  of  the  Ohio  and  Potomac  Rivers.  Uniform  mile- 
age scales,  as  a  theory,  are  attractive,  but  in  order  to  have  uniform 
mileage  scales  without  doing  injustice  to  some  sections  there  must  be 
uniformity  of  conditions.  To  argue  that  conditions  in  the  scope  of 
country  outlined  are  or  ever  can  be  uniform  as  to  density  of  popula- 
tion, density  of  traffic,  or  operating  conditions  would  be  ridiculous. 
The  adoption  of  the  progi^amme  of  the  Railroad  Administration 
wi-th  reference  to  classification  and  mileage  rates  would  increase 
ti'ansportation  charges  on  the  bulk  of  our  traffic  more  than  100  per 
cent  in  addition  to  the  25  per  cent  advance  that  it  is  now  bearing. 

The  director  general  has  submitted  two  of  these  scales  to  be  con- 
sidered, one  to  be  applied  in  connection  with  the  western  classifica- 
tion, and  one  to  be  applied  in  connection  with  the  southern  classifi- 
cation. The  figures  of  both  of  these  scales  are  somewhat  less  than 
our  present  scales  increased  by  25  per  cent.  The  application  of  either 
of  the  scales,  however,  in  connection  with  either  the  western  or  south- 
ern classification  would  increase  our  freight  rates  as  above  stated. 
Southern  classification  carries  no  ratings  beyond  class  D,  and  western 
classification  carries  no  ratings  beyond  class  E,  which  class  has  been 
substituted  in  lieu  of  class  6,  which  has  been  dropped  entirely.  The 
class  E  rating  is  quite  low,  and  no  objection  could  be  raised  to  the 
elimination  of  the  sixth  class  rating  if  all  items  formerly  carried  be- 
low sixth  class  in  the  Florida  classification  had  been  carried  forward 
to  the  class  E  rating  in  the  western  classification.  This  has  not  been 
done  by  any  means;  in  fact,  it  has  not  even  been  apparently  at- 
tempted. 

Florida  classification,  which  it  is  proposed  to  cancel  by  the  new 
issues,  carries  classes  1  to  6  and  A  to  E,  and  in  addition  carries  the 
following  lettered  classes:  H,  F,  K,  L,  M,  N,  O,  P,  and  R.  These 
last-named  classes  carry  the  bulk  of  our  heavy  traffic.  The  result  of 
the  adoption  of  either  of  the  proposed  classifications  or  mileage 
scales  would  be  to  throw  all  of  the  items  now  carried  in  our  lettered 
classes  H  to  R  back  into  the  higher  classes  1  to  6  and  A  to  E.  The 
traffic  of  this  country  can  not  stand  such  radical  advances  in  trans- 
portation charges. 

A  short  while  after  Government  operation  began  we  began  to 
notice  that  the  Railroad  Administration  was  issuing  freight-rate 
authorities  authorizing  the  carriers  to  make  advances  in  rates  and 
changes  in  practices  without  giving  the  Railroad  Commission  any 
notice  of  such  advances  or  changes.  The  result  was  that  this  com- 
mission, which  is  charged  with  the  duty  of  looking  after  State  rates 
and  practices,  was  absolutely  at  sea  as  to  many  matters  that  vitally 
affected  the  shippers  of  our  State.  "VYe  took  the  matter  up  with 
Judge  Prouty,  of  the  Division  of  Public  Service,  calling  his  attention 
to  the  public  utterances  of  the  director  general  expressing  his  desire 
for  the  fullest  cooperation  between  the  Railroad  Administration  and 
the  State  commissions.  The  administration  declined  point  blank  tO' 
furnish  us  with  these  freight-rate  authorities,  and  we  have  had  rates 
and  practices  put  into  effect  without  any  inference  that  they  had  ever 
been  considered.    The  ideas  of  the  director  general  with  reference  ta 
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cooperation,  as  expressed  through  the  officials  of  the  Railroad  Ad- 
ministration, do  not  coincide  with  our  views  as  to  the  meaning  of 
that  word.  What  cooperation  there  has  been  has  been  one-sided  and 
has  all  been  on  the  part  of  the  State  commissions.  This  was  ac- 
cepted as  long  as  the  war  was  actually  on,  for  the  State  commissions 
preferred  for  the  time  being  to  waive  some  of  their  constitutional 
rights  rather  than  do  anything  that  could  be  construed  as  placing 
obstacles  in  the  way  of  the  Government  in  the  winning  of  the  war. 
The  war  is  now  over,  but  there  has  apparently  been  no  change  in 
the  attitude  of  the  Eailroad  Administration  with  reference  to  this 
matter. 

(The  four  exhibits  above  referred  to  appear  in  full  below,  as  fol- 
lows:) 

Kaii.koau  Commission,    State   of  Florida. 

Tallahassee.  Fla.,  June  15,  1918. 
Hon.  C.  A.  Fkouty, 

Director  of  Public  Service  and  Accounting, 

United  Stat&s  Railroad  Administration,  Washington,  D.  C. 
Sir  :  In  pursuance  of  an  understanding  had  with  you  at  a  conference  held  in 
Wasliington,  Friday  morning,  June  7,  1918,  by  memljers  of  the  National  Associ- 
ation of  Railroad  and  Public  Utility  Commissioners,  that  they  should  promptly 
submit  dii'ectly  to  you  a  detailed  statement  of  the  inequalities  and  injuries  in 
their  respective  States  consequent  upon  General  Order  No.  28  as  originally 
promulgaed  by  the  Director  General  of  Railroads,  of  date  May  25,  1918,  to  be- 
come effective  June  25,  1918.  This  commission  respectfully  makes  representa- 
tions following : 

1.  Upon  its  return  from  the  aforesaid  conference  this  commission  immedi- 
ately laid  plans  for  a  meeting  with  shippers  and  producers  from  all  parts  of 
the  State  of  Florida  to  be  held  in  the  city  of  Jacksonville,  June  13,  1918,  as  the 
earliest  practicable  date.  The  impres-ion  in  the  minds  of  the  people  generally 
was  that  the  Government  contemplated  a  25  per  cent  increase  in  freight  rates, 
laid  evenly  upon  existing  rate  structures,  with  a  few  exceptions  in  the  way  of 
a  flat  increase  of  so  much  per  100  pounds,  and  there  was  little  disposition  to 
demur  in  light  of  the  Government's  announcement  that  such  was  its  peremptory 
need  for  the  proper  conduct  of  these  railway  properties  and  to  cover  its 
guaranty  of  earnings  to  their  re^pective  corpoi'ate  owners. 

Our  preliminary  investigations  had  indicated  the  points  of  departure  and 
the  most  glaring  instances  of  discrimination.  But  we  could  not  hope  to  cover 
the  whole  field  of  shipping  interests  unassisted,  and  the  meeting  was  called 
that  we  might  enlighten  the  people  as  to  the  real  operation  of  General  Order 
No.  28  and  get  their  views  in  the  broadest  possible  way  as  to  its  specific  effect 
upon  their  several  industi'ies. 

2.  The  morning  of  our  meeting,  Thursday,  June  13,  brought  news  through 
the  Associated  Press  of  certain  modifications  of  General  Order  No.  28  which 
in  very  large  measure  reduced  our  difficulties,  but  it  is  still  thought  best  to 
submit  data  bearing  upon  the  original  order,  and  it  is  accordingly  made  a  part 
hereof  as  matter  of  record,  to  sustain  the  administration  in  the  justice  of 
those  modifications. 

3.  Objectional  features  remaining  of  General  Order  No.  28  are  dealt  with  in 
•sections  following,  and  we  respectfully  invoke  your  earnest  pleading  of  our 
■cause  with  the  administrative  authorities  in  respect  of  these,  that  we  may 
■enter  upon  the  new  era  of  increased  freight  rates,  the  largest  that  has  ever 
'been  imposed  in  the  history  of  transportation,  in  the  knowledge  that  we  share 
:and  share  alike,  cheerfully  and  willingly,  with  all  other  peoples  and  all  other 
sections  of  this  country,  in  the  burden  set  upon  us  by  the  urgencies  of  the 
war,  looking  hopefully  and  confidently  to  a  readjustment  of  the  future  as 
return  to  normal  conditions  shall  warrant. 

CARLOAD   MINIMUM   CHARGE  OF   $15. 

We  desire  to  call  particular  attention  to  the  importance  of  modifying  para- 
graph (b)  section  5  of  the  order  as  it  applies  to  low-grade  commodities,  par- 
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ticularly  tho>e  einbracetl  nn<ler  classes  P  and  L  and  on  citrus  fruits  moving  to 
packing-house  iwints  in  field  boxes. 

By  reference  to  the  table  following  it  will  be  seen  that  under  Florida  intra- 
state rates  and  rules  as  they  now  stand  class  P  commodities  could  move  90 
miles  with  the  25  per  cent  added  before  tlie  proposed  minimum  of  $15  would 
be  reached.  Tinder  the  minimum  charge  proposed  the  distance  would  be  con- 
tracted to  5  miles,  and  would  bear  heavily  on  crate  material  and  fuel  wood. 

FUEL    WOOD. 

Florida  is  a  great  wood-consuming  State.  At  least  90  per  cent  of  our  indus- 
tries use  wood  as  a  fuel,  and  because  of  its  low  percentage  of  heat  units, 
necessarily  has  to  move  on  a  low  rate.  It  is  ef^sentially  a  short-haul  com- 
modity. The  application  of  a  $15  minimum  will  prohibit  the  use  of  wood  as  a 
fuel  for  industrial  plants,  and  the  result  will  be  that  thousands  of  cords  will 
rot  in  the  forests.  In  addition,  the  imposition  of  this  minimum  charge  will 
force  our  industries  to  the  use  of  coal,  and  will  increase  the  causes  of  conges- 
tion in  a  field  that  is  already  overcrowded. 

CRATE  MATERIAL. 

Florida  is  a  great  producer  of  perishables.  Therefore  the  movement  of  crate 
material  is  universal.  It  is  also  a  short-haul  movement  as  the  crate  factories 
have  established  themselves  in  or  near  the  centers  of  production.  The  pro- 
ducers of  perishables  are  less  able  to  stand  an  increa.se  of  any  kind  than  any 
other  line  of  industry  in  Florida.  In  addition  to  paying  25  per  cent  on  their 
shipments  to  the  markets,  they  will  have  to  pay  the  25  per  cent  on  crate 
material,  fertilizers,  and  other  things  that  enter  into  the  production  of  the 
crops,  and,  unlike  the  merchant,  they  are  unable  to  pass  these  increases  on  to 
the  consumer.  A  $15  minimum  means,  in  a  great  many  instances,  more  than 
a  double  assessment  against  this  line  of  industry,  and  we  ask  your  earnest  con- 
sideration of  our  request  that  the  minimum  carload  charge  on  class  P  com- 
modities be  allowed  to  remain  as  they  now  appear  in  the  Florida  cla.ssifica- 
tion. 

LUMBER   AND  FOREST   PRODUCTS. 

Every  manufacturing  plant  necessarily  produces  considerable  quantities  of 
low-grade  lumber  which,  on  account  of  the  value,  can  only  be  sold  to  near-by 
consuming  markets,  and  on  this  class  of  material  a  charge  of  $15  would 
practically  eliminate  any  movement  of  this  class  of  material  and  same  would 
go  to  the  slab  pits  where  it  would  be  burned  with  other  refuse  material,  and 
not  only  would  the  mills  sulfer  serious  financial  loss,  but  all  the  efforts  of  the 
Government  covering  a  period  of  many  years  for  the  conservation  of  forest, 
would  go  to  naught. 

Slabs  and  other  refuse  material  which  can  only  be  used  for  fuel  purposes  is 
furnished  to  the  near-by  towns  in  carload  lots  at  a  very  low  price,  and  a  charge 
of  $15  on  this  class  of  material  would  absolutely  prohibit  the  movement  and 
that  part  of  material  not  used  by  the  mill  for  fuel  would  go  to  the  slab  pits  and 
be  burned. 

It  must  also  be  taken  into  consideration  that  practically  all  products  of 
lumber-manufacturing  plants  can  be,  and  are  loaded  in  any  kind  of  cars, 
whether  flat,  gondola,  stock,  or  box,  and  in  many  instances,  especially  in  the 
case  of  short-haul  local  movements,  equipment  which  is  too  damaged  to  carry 
other  commodities  is  utilized  for  the  transportation  of  lumber  and  other  forest 
products. 

Furthermore,  at  the  majority  of  lumber  manufacturing  plants  the  cars  are 
handled  on  private  sidings,  constructed  and  maintained  at  the  expense  of  the 
shipper,  and  the  service  of  switching  and  placing  of  empties  and  loaded  cars  is 
performed  by  the  motive  power  and  crew  belonging  to  the  mill  and  sustained 
at  the  mill's  expense. 

The  following  statement  indicates  that  the  local  consumer  located  a  distance 
of  5  miles  from  a  mill  must  pay  the  same  price  for  his  fuel  or  his  lumber  as  a 
consumer  located  a  distance  of  90  miles.  This  is  manifestly  prejudicial  and 
will  result  in  undue  and  unjust  discrimination. 
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We  hope,  therefore,  that  General  Order  No.  28  will  be  further  modified  so 
that  not  only  logs  will  be  exempt  from  the  application  of  minimum  charge  of 
$15  per  car.  but  that  lumber  and  all  other  forest  products  will  also  be  exempt. 
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Low-grade  commodities  on  which  it  is  urged  that  Florida  classification  mini- 
mum charges  be  retained. 

Class  P. — Barrels  and  half  barrels;  building  stone;  building  blocks,  cement, 
or  clay ;  lumber  and  articles  taking  same  rates  or  arbitraries  over  lumber 
rates,  also  other  forest  products,  rates  on  which  are  not  higher  than  lumber; 
shells,  paving ;  tile ;  turpentine  cups,  earthen ;  watermelons. 

Class  L. — Ice;  insecticides;  lime;  limestone,  ground;  oil.  crude  fuel;  plaster. 

MINIMUM    CAKLOAD    CHARGE    ON    CITRUS    FRUITS    FROM    GROVES    TO   PACKING   POINTS. 

Carriers  in  this  State  have  in  effect  voluntarily  made  rates  on  citrus  fruits 
in  field  boxes  from  the  groves  to  packing-house  points  throughout  the  State. 
These  are  practically  packing  in  transit  rates.  The  carload  minimum  is  250 
boxes,  and  the  rates  will  average  about  3  cents  per  box.  This  is  primarily 
a  short-haul  movement  to  the  packing  point,  but  on  the  other  hand  it  is  the 
beginning  of  a  long  interstate  haul  at  perishable  rates.  The  imposition  of  a 
$15  minimum  on  this  business  will  in  reality  be  laying  a  tax  in  addition  to 
the  25  per  cent  advance.  We  ask  that  the  rates  and  minimum  voluntarily 
established  by  the  carriers  be  allowed  to  remain  in  effect  and  the  25  per  cent 
advance  be  applied  thereto.  On  account  of  labor  conditions  the  growers  can 
not  go  back  to  the  practice  of  packing  their  fruit  in  the  groves,  and  just  now 
it  is  more  important  than  ever  that  the  present  arrangements  be  not  disturbed. 

Present  rate. — From  Cleveland,  Punta  Gorda,  and  Zolfo,  Fla..  to  Arcadia, 
Fla.,  2  cents  per  box,  $5;  carload  minimum,  250  boxes.  From  Okahumpka, 
Paola,  Pittman,  and  Mascotte,  Fla.,  to  Eustis,  Fla.,  3  cents  per  box,  $7.50; 
carload  minimum,  250  boxes.    Proposed  carload  minimum  charge.  $15. 
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Statement  of  effect  of  order  No.  28  on  Florida  intrastate  traffic. 
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.0600 
.0750 

6.0000 
6. 0000 
6. 0000 

.0800 
.0950 
.1225 
.1000 
.1150 
.1550 

.0650 
.0750 
.0950 

.0800 
.0950 
.1225 
.0750 
.0850 
.1100 

.0800 
.0950 
.1225 

.3750 
.4250 
.5000 
.0800 
.0950 
.1225 
.  0750 
.0850 
.1100 

.0400 
.0500 
.0575 
.0900 
.1050 
.1375 

.0800 
.1450 
.1225 

.0725 
.0825 
.1100 
.1600 

.0450 
.0525 
.0688 
.1000 

$0. 2.500 
.  3000 
.3750 
.3250 
.  3750 
.4750 

.3750 
.4250 
.  5500 
.4000 
.4750 
.6125 
.2500 
.3000 
.3750 

18. 5000 
21. 0000 
24.  7500 

.4000 
.4750 
.6125 
.5000 
.5750 
.7750 

.3250 
.  37.50 
.4750 

.4000 
.4750 
.6125 
.3750 
.4250 
.5500 

.4000 
.4750 
.6125 

1.  8750 
2. 1250 

2.  5000 
.4000 
.4750 
.6125 
.3750 
.4250 
.5500 

.2000 
.2500 
.2875 
.4500 
.  5250 
.6875 

.4000 
.5250 
.6125 

.3625 
.4125 
.  5500 

.8000 

.  22.50 
.2625 
.3438 
.5000 

$0. 1300 
.1644 
.  1884 
.  14,50 
.1750 
.1950 

.1750 
.1750 
.2100 
.1700 
.1750 
.2225 
.1750 
.2200 
.2600 

10. 9000 
11.  8000 
12.0500 

.1700 
.1750 
.2225 
.2200 
.2250 
.2850 

.1450 
.1750 
.1950 

.2000 
.2250 
.2725 
.1750 
.1750 
.2100 

.1700 
.1750 
.2225 

.9750 
1.  0750 
1. 1500 
.2000 
.2250 
.2725 
.1750 
.1750 
.2100 

.1100 
.1400 
.1475 
.2200 
.  2250 
.2975 

.1700 
.2250 
.2225 

1 

.2325 
.2825 
.3900 
.6200 

.1250 
.1625 
.2438 
.3700 

108 
118 

Do 

101 

Bags  paper  or  burlap,  I.  c.  I. 
Do 

80 
87 

Do 

69 

Beans  dried,  n.  o.  s.,  barrels 

or  sacks,],  c.  I 

Do 

5 

87 
70 

Do 

62 

Blmis, 1,0,1 

Do 

4 

74 
58 

Do 

57 

Blinds, c.l 

Do 

40%  of  6 

243 

275 

Do 

232 

Brick,  vitrified  pressed,  c,  1. 
30.000 

P 

143 

Do 

128 

Do 

95 

Canned  fruits  and  ^egeta- 
Do 

4 

74 
58 

Do 

57 

Cans,  tin  empty,  I.  c.  1 

Do ." 

3 

79 
64 

Do 

58 

1.0.1 

Do 

6 

80 

87 

Do 

70 

Confectionery  value  6 cents, 

l.c.l 

Do 

5 

100 
90 

Do 

80 

Do 

5 

87 
70 

Do 

62 

Disinfectants  in   bulk,   in 

barrels.  I.e.  1 

Do 

4 

74 
58 

Do 

57 

Fertili'.er   materials,    c.    I. 
30,000 

75%ofM 

108 

Do 

102 

Do  

85 

Fish,  dry  salted,  1.  c.  1 

Do-". 

5 

100 
90 

Do 

80 

Fish,  dry  salted,  c.  1 

Do 

5 

87 
70 

Do 

62 

Flour,  wheat,  in  burlaps, 

l.c.l 

Do 

D 

122 
127 

Do 

100 

Fruit  jars,  1.  c.  1 

Do 

4 

96 

75 

Do 

76 

Dried  apples,  peaches,  and 

pears,  1.  c.  1 

Do 

4 

74 
75 

Do 

57 

Lemons,    limes,    oranges, 
grape   fruit,    pineapples, 
per  standard  crate  of  80 

G 

179 

Do 

217 

Do 

244 

Do 

344 

Ouavas,    peaches,    persim- 

ard  crate  of  50  pounds 

Do 

V 

125 
162 

Do 

244 

Do 

284 

iCarload  minimum  weight,  24,000  pounds. 
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Article. 

Miles. 

Present. 

Proposed. 

25  per 

cent 

increase 

Total. 

Amount 

in- 
crease. 

Per 
cent 

Class. 

Rate. 

Class 

Rate. 

of  in- 
crease. 

Grits,  in  standard  barrels, 
per  barrel 

25 
50 

100 
25 
50 

100 

26 
50 

F 

$0.18 
.20 
.26 
.12 
.14 
.20 

.18 
20 

D-D 
■■5' 

3 

$0.26 
.32 
.38 
.26 
.30 
.38 

.32 
38 
.49 
.40 
.46 
.62 

.36 
.42 
.55 
.20 
.24 
.30 

19.50 
22.50 
25.50 
1.20 
1.38 
1.86 
.20 
.24 
.30 

.32 
.38 
.49 

.30 
.34 
.44 

.26 
.30 
.38 

.32 
.38 
.49 
.26 
30 
.38 

5.20 
6.00 
7.60 

.32 
.38 
.49 

.28 
.30 
.38 

1.50 
L70 
2.00 

.32 
.38 
.49 
.30 
.42 
.66 

SO.  0650 
.0800 
.0950 
.0650 
.0750 
.0950 

.0800 
.0950 
.1225 
.1000 
.1150 
.1550 

.0900 
.1050 
.1375 
.0500 
.0600 
.0750 

4. 8750 
5. 6250 
6.  3750 
.3000 
.3450 
.4650 
.0500 
.0600 
.0750 

.0800 
.0950 
.1225 

.0750 
.0850 
.1100 

.0650 
.0750 
.0950 

.0800 
.0950 
.1225 
.0650 
,0750 
0950 

1.3000 
1.5000 
1.9000 

.0800 
.0950 
.1225 

.0650 
.0750 
.0950 

.3750 
.4250 
.5000 

.0800 
.0950 
.1225 
.0900 
.1050 
.1375 

$0.3250 
.4000 
.4750 
.3250 
.3750 
.4750 

.4000 
.4750 
.6125 
.5000 
.5750 
.7750 

.4500 
.5250 
.6875 
.2500 
.3000 
.3750 

24.3750 

28, 1250 

31. 8750 

1.5000 

1,7250 

2. 3250 

.2500 

.3000 

.3750 

.4000 
.4750 
.6125 

.3750 
.4250 
.5500 

.3250 
.3750 
.4750 

.4000 
.4750 
.6125 
.3250 
.3750 
4750 

6.5000 
7.5000 
9.5000 

.4000 
.4750 
.6125 

.3250 
.3750 
.4750 

1.8750  ! 
2. 1250 
2.5000 

.4000  : 

.4750 

.6126 

.4500 

.5250 

.6875 

$0. 1450 
.2000 
.  2150 
.2050 
.2350 
.2750 

.2200 
.2750 
.3325 
.2200 
.2250 
.2850 

.2200 
.2250 
.2975 
.1600 
.2000 
.2350 

16. 7750 

18,9250 

19. 1750 

1.2200 

1,3250 

1. 7250 

.1600 

.2000 

.2350 

1700 
.1750 
.2225 

.1950 
.3250 
.2700 

.1450 
.1750 
.1950 

.1700 
.1750 
.2225 
1450 
.1750 
.1950 

5.4500 
6.2000 
7.7500 

.1700 
.1750 
.3225 

.1450 
.1750 
.1950 

1 

1.6250 
1.6250 
1.5000 

.1700 
.1750 
.2225 
.1700 
.1750 
.1976 

80 

Do 

100 

Do 

83 

Hay, 1.0.1 

Do 

B 

171 
168 

Do 

137 

Honey  in  bulk  in  bushels, 

l.c.l 

Do 

6 

122 
137 

Do 

100 

.28    I 

.28    1        1 

.35     

.49     

.23            2 
.30     

.39    i 

119 

Honey  in  glass,  1.  c.  1 

Do 

25 
50 
100 

25 
50 

3 

79 
64 

Do 

58 

Household  goods,  value  $5, 
l.c.l 

Do... 

4 

96 
75 

Do.., 

100 

76 

Limestone  ground,  1.  c.  1 

Do 

25 
50 
100 

25 

4-6 

.09 
.10 
.14 

6 

177 
200 

Do 

168 

Limestone   ground,   c.  1., 
30,000 

P 

7.60    I       L 

9.20     

12.70     

.32      3T-1 

.40     

221 

Do 

50 
100 
25 
50 
100 

205 

Do 

151 

Live  stock,  crated,  1.  c.  1 

Do . 

1 

381 
331 

Do 

.60 
09 
.10 
.14 

....„ 

287 

Do !!!."!!!'"*" 

25 
50 
100 

25 
50 
100 

25 
50 
100 

25 
50 
100 

25 
50 

100 
25 
50 

100 

25 
50 
100 

25 
50 
100 

25 

50 
100 

26 

50  1 
200 

25 

60 
100 

25 

50 
100 

§-6 

178 
200 

168 

Tobacco   screws   and   fix- 
tures, I.e.  1 

Do 

4 

.23            3 
30     

•39  ; 

.18  ;     4 

.20    1 

74 
58 

57 

Oatmeal,    rolled    oats    or 

oatmeal,     rolled      or 
shredded  oats  in  barrels, 

l.c.l ;. 

Do 

6 

108 
112 

Do 

.28 

.18 
.20 
.28 

.23 
.30 
.39 
.18 
20 
.28 

1.05 
1.30 
1.75 

.23 
.30 
.39 

.18 
.20 
.28 



5 

3 

6 
3 

5 
M 

97 

oats  in  barrels,  l.c.l 

Do 

.      6 

81 
87 

Do 

70 

Kerosene,  gasoline,  benzine 
and  naphtha,  in  iron  bar- 

l.c.'l ! ' 

4 

74 
68 

Do 

67 

6 

80 

Do 

87 

Do 

70 

Crude  or  fuel  oil  in  tank 

L 

520 

Do 

477 

Do 



442 

Cottonseed  oil  in  barrels, 

l.c.l 

Do 

4 

74 
58 

Do 

83 

Paper,    news    print    and 
bundles  or  rolls 

' 

80 

87 

Do 

70 

Phosphate   rock,  c.  1.  per 
ton,  1  cent  per  ton,  per 

650 

Do 

325 

150 

Preserves,  fruit  butter  jelly, 

1.  c.l.,incans,  boxed 

Do 

4  ' 

.23 

.30 

.39    1 

.28 

.35 

.49 

3 

74 
68 

67 

Same  in  wood,  1.  c.  1 

3i 

ei 

50 

Do 

40 

EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS.         827 
Statement  of  effect  of  order  No.  28,  on  Florida  intrastate  traffic — Continued. 


Article. 

Miles. 

Present. 

Proposed. 

25  per 

cent 

increase. 

Total. 

Amount 
in- 
crease. 

Per 

cent 

Class. 

Rate. 

Class. 

Rate. 

of  in- 
crease 

Putty,  In   metal  cans  or 

pails, packed,  1.  c.l 

Do 

25 
50 
100 

25 
50 
100 

25 
50 
100 

25 
50 
100 

25 
50 
100 

25 
50 
100 

25 
50 
100 

25 

50 
100 
25 
50 
100 
25 
50 
100 
25 

50 
100 
25 
50 
100 

25 
50 

100 
25 
50 

100 

25 
50 
100 

25 

50 
100 
200 
300 
400 

25 
50 
100 
200 
300 
400 

5 

$0.20 
25 
34 

18 
20 
28 

1.44 

16 

.224 

.108 
.12 
168 

11.20 
12.80 
16.80 

.23 
.30 
.39 

20 
.25 
.34 

.23 
.30 
.39 
.09 
.11 
.14 
.09 
.10 
.14 
.120 

.140 

.180 

.18 

.20 

.28 

.18 
.20 
.28 
.12 
.14 
.20 

1.20 
1.40 
1.80 

.10 

.10 
.10 
.13 
.25 
.25 

.10 
.10 
.10 
.13 
.25 
.25 

4 
6 
6 
6 
0 
1 
4 

3 

...... 

■■"e" 

■m+' 

20% 
....„ 

5 
""5" 

4 
3 

2 

SO.  80 
34 
44 

26 
30 
38 

20 
24 
30 

20 
.24 
.30 

13.20 
15.60 
20.40 

.40 
.46 
.62 

.30 
.34 
.44 

.32 
.38 
.49 
.20 
.24 
.30 
.20 
.24 
.30 
1.80 

2.04 

2.50 

.26 

,30 

,38 

.26 
.30 
,38 
.26 
.30 
.38 

6.00 
6.80 
8.80 

.16 

,19 

,24i 

.33 

.38 

.411 

.18 

.21 

.27i 

,40 

.46^ 

.50 

$0.0750 
.0850 
.1100 

,0650 
.0750 
,0950 

,0500 
.0600 
.0750 

.0500 
.0600 
.0750 

3. 3000 
3. 9000 
5. 1000 

.1000 
.1150 
.1550 

.0750 
.0850 
.1100 

.0800 
.0950 
.1225 
.0500 
.0600 
.0750 
.0500 
.0600 
.0750 
.4500 

.5100 
.6000 
.0650 
.0750 
.0950 

.0650 
.0750 
.0950 
.0650 
.0750 
.0950 

1. 5000 
1.  7000 
2.2000 

.0400 

.0475 
.0612 
.0825 
.0950 
.1038 

.0450 
.0522 
.0688 
.1000 
.1162 
.1250 

$0. 3750 
.4250 
.5500 

.3250 
.3750 
.4750 

.2500 
.3000 
.3750 

.2500 
.3000 
.3750 

16. 5000 
19.5000 
25. 5000 

.5000 
.5750 
.7750 

.3750 
.4250 
.5500 

.4000 
.4750 
.6125 
.2500 
.3000 
.3750 
.2500 
.3000 
.3750 
2. 2500 

2.  5500 

3. 0000 

.3250 

.3750 

.4750 

.3250 
.3750 
.4750 
.3250 
.3750 
.4750 

7. 5000 
8.  5000 
11.0000 

.2000 

.2375 
.3062 
.4125 
.4750 
.5188 

.2250 
.2622 
.3438 
.5000 
.5812 
.6250 

$0. 1750 
.1750 
.2100 

.1450 
.1750 
.1950 

,1060 
.1400 
.1510 

,1420 
,1800 
.2070 

5. 3000 
6. 7000 
8. 7000 

,2700 
.2750 
.2850 

.1750 
.1750 
.2100 

.1700 
.1750 
.2225 
.1600 
.1900 
.2330 
.1600 
.2000 
.2350 
1.0500 

1. 1500 
1. 2000 
.1450 
.1750 
.1950 

.1450 
.1750 
.1950 
.2050 
.2350 
.2750 

6. 3000 
7. 1000 
9. 2000 

.1000 

.1375 
.2062 
.2825 
.2250 
.2688 

.1250 
.1622 
.2438 
.3700 
.3312 
.3750 

87 
70 

Do 

02 

Roofing,   felt,   paper  and 

slate, 1.  c.l 

Do 

6 

80 

87 

Do 

70 

S  It,  table,  in  sacks  or  bar- 
rels,], c.l 

Do 

80%-6 

74 

87 

Do 

•7 

Salt,  common,  in  sacks  or 

barrels,!. c.l 

Do 

60%-6 

131 
150 

Do .     . 

•    123 

Salt,  common,  in  sacks  or 
barrels,  c.  1 

80%-0 

47 

Do 

52 

Do 

53 

Salts,   Epsom,  in    boxes, 

l.c.l 

Do 

4 

117 
92 

Do 

73 

Salts.  Epsom,  in  barrels  or 

casks,  I.e.  I.., 

Do 

5 

87 
70 

Do 

62 

Sash,  glazed  or  unglazed, 

l.c.l 

Do 

4 

74 
58 

57 

Seed,  cotton,  1.  c.  1 

Do 

D 

178 
173 

Do 

168 

Shingles,  wooden,  1.  c.  1 

2-6 

178 
200 

Do 

168 

Do 

M 

87 
82 

Do 

67 

Soda  ash,  1.  c.  1 

Do 

6 

80 
87 

Do 

70 

Sugar,    cane    or    beet,    in 

I.  c.  1 

Do 

6 

80 
87 

Do 

70 

Tallow,  in  barrels,  l.c.l 

Do 

B 

170 
168 

Do 

137 

Tobacco  sweepings,  in  bar- 
Do.  .     . 

M 

525 
507 

Do 

511 

Vegetables  with  tops,  per 
standard     crate     of    50 
pounds,  1.  c.  1 

standard  crate  of  50 
pounds 

V 

100 
137 

206 

Do 

217 

90 

Do 

107 

Cucumbers,  1.  c.  1.,  per 
standard  crate  of  .50 
pounds 

V 

125 

Do ; 

162 

244 

Do 

285 

Do 

132 

Do 

150 

828         EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS. 
Statement  of  effect  of  order  No.  28,  on  Florida  intrastate  traffic — Continued. 


Article. 

Miles. 

Present. 

Proposed. 

25  per 

cent 

increase. 

Total. 

Amount 

in- 
crease. 

Per 

cent 

Class. 

Rate 

Class. 

Rate. 

of  in- 
crease. 

S.  pots,  I.  pots,  cabbage, 
squash,  1.   c.  1.,   onions, 
per  standard  crate  of  50 
pounds 

25 
50 
100 
200 
300 
400 

25 
50 
100 
200 
300 
400 

25 
50 
100 
200 
300 
400 

25 
50 
100 

25 
50 
100 

25 
50 
100 

V 

$0.10 
.10 
.10 
.13 
.25 
.25 

.10 
.10 
.10 
.13 
.25 
.25 

.10 
.10 
.10 
.13 
.25 
.25 

.20 
.25 
.34 

7.60 
9.20 
12.70 

7.60 
9.20 
12.70 

4 
1 

1 

4 
I  P 
1  P 

$0.15 
.17 
.22 
.30 
.35 
.37^ 

.20 

.23 

.31 

.45 

.52^ 

.57 

.20 

.23 

.31 

.45 

.52i 

.57' 

.30 
.34 
.44 

13.33 
16.00 
20.00 

16. 25 
19.50 
24.37 

$0.0375 
.0425 
.0550 
.  0750 
.0875 
.0938 

.0500 
.0575 
.0775 
.1125 
.1312 
.1425 

.0500 
.0575 
.0775 
.1125 
.1312 
.1425 

.0750 
.0850 
.1100 

1.67 

$0. 1875 
.2125 
.2750 
.3750 
.4375 
.4688 

.  2500 
.2875 
.  3875 
.  5625 
.6562 
.7125 

.2500 
.2875 
.3875 
.5625 
.6562 
.7125 

.3750 
.4250 
.  5500 

15. 0000 
16. 0000 
20. 0000 

20. 3125 
24. 3750 
30.4625 

$0. 0875 
.11?5 

.1750 
.2450 
.1875 
.2188 

.1500 
.1875 
.2875 
.4325 
.4062 
.4625 

.1500 
.1875 
.2875 
.4325 
.4062 
.4625 

.1750 
.1750 
.2100 

7. 4000 
6.8000 
7. 3000 

12.  7125 
15. 1750 
17. 7625 

87 

Do 

112 

Do 

175 

Do 

188 

Do 

75 

Do 

87 

Tomatoes    and    corn,    per 
standard     crate     of    50 
pounds 

V 

150 

Do 

187 

Do 

287 

Do 

332 

Do 

162 

Do 

18& 

Vegetables    without    tops, 
beans,    cauliflower,    egg 
plant,  lettuce,  okra,  green 
peas,   peppers,   radishes, 
per  standard  crate  of  50 
pounds 

V 

150 

Do 

187 

Do 

287 

Do 

332 

Do 

162 

Do 

185 

Water,    soda,    in   carriers, 
l.e.i 

5 

87 

Do 

70 

Do 

62 

Wood,  fuel  pine  and  oak, 
forest  run,  32,000  pounds 
per  car  10  cords 

1-10-P 

97 

Do 

74 

Do 

57 

Wood,    fuel,    slabs,    gum, 
39,000  pounds  per  car  10 
cords 

4. 0625 
4.8750 
6. 0925 

167 

Do 

164 

Do 

140 

»  Per  car  of  2,400  pounds. 

The  purpose  of  this  exhibit  is  to  show  the  effect  of  the  application  of  order 
No.  28  to  Florida  traffic.  It  will  be  observed  that  while  an  increase  of  25  per 
cent  is  sought,  the  actual  working  out  of  the  method  proposed  results  in  ad- 
vances ranging  from  25  per  cent  to  several  hundred  per  cent.  The  items  cited 
do  not  by  any  means  embrace  all  commodities  which  would  be  affected  by 
order  No.  28.  The  purpose  has  been  to  show  typical  commodities  in  the  vari- 
ous branches  of  trade. 
Respectfully  submitted, 

R.  Hudson  Burr,  Chairmaru 
Newton  A.  Blitch, 
Royal  C.  Dunn, 

Commissioners. 


Statement  of  Fix)rida  Raiuioad  Commission  before  the  Interstate  Com- 
merce Commission  in  Opposition  to  Canceixation  of  Exception  Sheets 
to  Southern  Classification  No.  43. 

Tallahassee.  Fla.,  September  19,  1918. 

To  the  Interstate  Commerce  Commission, 

Through,  Examiner  Disque,  Atlanta,  Ga. 
Gentlemen  :  The  Florida  Railroad  Commission  desires  to  register  its  vigor- 
ous protest  to  the  cancellation  of  the  exception  sheets  to  southern  classifica- 
tion No.  43. 
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It  is  unnecessary  and  unwise  to  take  such  action  at  this  time.  These  excep- 
tion sheets  were  placed  in  tlie  classification  voluntarily  by  the  carriers.  The 
carriers  were  not  forced  to  inaugurate  them  by  any  constituted  legal  authority, 
and  therefore  it  must  be  assumed  that  there  existed  good  reasons  for  them. 
There  is  nothing  to  show  that  conditions  at  this  time  make  theui  any  less  neces- 
sary than  they  were  when  put  in,  and  wo  think  there  are  reasons  why  they  are 
more  necessary  now  than  they  have  ever  been.  This  country  is  in  a  state  of  war. 
Commercial  and  transportation  conditions  are  extremely  uncertain  and  un- 
stable. Prices  of  conunodities  are  changing  over  night,  and  it  can  not  be  denied 
that  transportation  conditions  are  anything  but  normal.  There  is  a  feverish 
condition  permeating  the  entire  traflic  situation,  and  under  such  conditions  it 
is  extremely  important  that  the  rate  structure  of  the  country  be  not  disturbed. 
This  is  not  the  time  to  inaugurate  radical  changes  in  transportation  conditions. 

We  realize  and  the  great  body  of  shippers  realizes  that  it  is  necessary  for 
the  Railroad  Administration  to  have  more  money  from  time  to  time  than  is 
necessary  under  normal  conditions ;  but  we  do  not  understand  that  consolidated 
classification  was  proposed  as  a  revenue  producing  proposition.  We  have  liad 
the  idea  that  the  term  uniformity  meant  the  unification  of  descriptions,  pack- 
ing requirements,  and  possibly  rules,  but  we  have  never  understood  that  the 
wildest  dreams  of  its  most  ardent  supporters  included  uniformity  of  ratings. 
Consolidated  classification  No.  1,  while  it  raises  thousands  of  ratings,  particu- 
larly in  the  southeast,  does  not  in  any  sense  approach  uniformity  of  ratings. 
Therefore  we  can  not  escape  the  conclusion  that  uuder  the  guise  of  uniformity 
southern  classification  territory  is  being  served  a  vastly  different  article. 

Assuming,  however,  for  the  sake  of  argument  that  one  of  the  purposes  of 
this  classification  is  to  raise  revenue.  Can  the  method  used  be  justified?  Is  it 
reasonable  that  this  so-called  uniformity  be  arrived  at  by  raising  southern 
classification  ratings  to  the  level  of  the  official  classifiction,  or  the  western 
classification,  when  the  figures  show  that  of  these  three  groups  the  roads  in 
southern  classification  territory  were  making  more  money  and  were  in  a  more 
prosperous  condition  than  were  the  roads  in  the  other  two  groups  just  prior  to 
the  period  of  Government  operation.  If  the  last  statement  is  true  wuld  not 
the  remedy  lie  in  some  other  direction  than  the  one  pursued  in  the  making 
of  the  proposed  classification? 

There  is  no  one  in  the  State  of  Florida  unwilling  to  contribute  his  share 
of  the  added  revenue  made  necessary  by  Government  operation ;  but  there  are 
different  ways  of  arriving  at  such  a  result.  To  illustrate:  When  General  Or- 
der No.  28  was  proposed  this  commission  was  advised  by  the  director  general 
that  the  needs  of  the  administration  had  been  figured  out,  and  that  it  required 
an  advance  of  25  per  cent  in  freight  rates  to  meet  such  needs.  We  all  under- 
stood that  Order  28  purported  and  had  as  its  purpose  an  advance  of  approxi- 
mately 25  per  cent  ou  the  freight  trafiic  of  this  country.  The  facts  are  that 
those  to  whom  were  intrusted  the  working  out  the  details  of  this  order  laid 
an  advance  upon  the  people  of  Florida,  not  of  25  per  cent,  but  upon  an  average 
nearer  50  per  cent,  and  on  many  commodities  several  hundred  per  cent. 

Now  the  proposition  is  put  forth  that  uniformity  is  the  thing  most  to  be  de- 
sired. Uniformity  has  suddenly  become  a  name  to  conjure  with,  but  Mr.  Ex- 
aminer, the  term'  undoubtedly  covers  a  multitude  of  sins.  It  requires  but  a 
glance  at  consolidated  classification  No.  1  to  see  that  partial  uniformity  has 
been  arrived  at  at  the  expense  of  southern  classification  territory.  Where  do 
you  find  the  home  of  the  innocent  looking  little  black  dot  that  denotes  ad- 
vances? Do  you  find  it  under  the  caption  "  Official,"  or  do  you  find  it  under 
the  heading  "W^estern"?  Neither.  You  will  find  him  in  droves  under  the 
caption  "  Southern."  This  means  but  one  thing,  and  it  would  be  presumption 
upon  your  knowledge  and  experience,  Mr.  Examiner,  to  go  into  a  detailed 
explanation  of  it. 

If,  in  addition  to  thi«,  you  cancel  the  exception  sheets  (and  we  liave  nothing 
to  show  that  this  is  not  the  purpose)  the  entire  rate  structure  to  the  interior 
of  Florida  will  be  upset,  and  the  result  will  be  actual  ruin  to  many  of  our 
shippers.  The  exceptions  to  southern  classification  as  applicable  to  Florida 
traffic  were  made  to  meet  conditions  in  this  State,  and  to  cancel  them  will  bring 
about  advances  on  a  large  proportion  of  our  traffic  which  will  stifle  business  and 
ruin  our  shippers,  particularly  those  who  are  trying  to  do  business  at  interior 
points. 

Approximately  90  per  cent  of  the  rates  to  interior  Florida  points  are  made  on 
Jacksonville,  plus  the  full  local  to  destination.  These  exceptions  modify  this 
condition  in  a  limited  way  and  enable  the  merchant  at  the  interior  point  to  do 
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business  in  a  limited  way.  To  cancel  these  exceptions  will  close  every  whole- 
sale and  jobbing  house  in  the  interior  of  Florida  or  force  them  to  move  to  the 
basing  point.  Under  present  conditions  both  the  base  point  and  the  interior 
point  can  do  business,  which  is  as  it  should  be.  If  these  exceptions  are  canceled 
all  of  this  business  will  be  forced  to  the  basing  point,  resulting  in  congestion 
there  and  stagnation  in  the  interior. 

Mr.  Commissioner  McChord  is  quoted  in  the  public  press  as  having  said  in 
effect  in  a  public  speech  recently  delivered  on  the  subject  of  >"  After  the  war 
conditions,"  that  the  problem  would  be  to  prevent  the  consolidation  of  industry 
and  business  at  the  great  congested  centers,  and  to  distribute  it  more  evenly 
over  the  smaller  communities.  If  consolidated  classification  goes  into  effect  as 
proposed,  the  result  will  be  just  the  reverse  of  what  the  honorable  commissioner 
says  should  be  the  prevailing  conditions. 

Your  attention  is  called  to  the  following  tables,  which  show,  note  19,  appli- 
cable over  the  greater  part  of  the  State,  the  ratings  and  rates  thereunder  to 
four  typical  points  and  what  the  ratings  and  rates  to  the  same  points  will  be 
if  note  19  is  canceled  and  consolidated  classification  substituted.  After  you 
have  reviewed  this  table  and  noted  the  increases,  averaging  over  100  per  cent 
and  in  many  cases  reaching  over  500  per  cent  on  commodities  that  form  the 
great  bulk  of  the  usual  traffic,  we  are  of  the  opinion  that  you  can  not  escape  the 
conclusion  that  the  exceptions  to  southern  classification  should  be  carried  for- 
ward to  whatever  new  issue  is  authorized. 
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We  respectfully  ask  that  all  present  exceptions  to  southern  classification  No. 
43,  as  they  relate  to  Florida  traffic,  he  retained. 

We  also  ask  for  the  following  additions : 

That  item  41  of  note  18  on  page  300  of  southern  classification  No.  43  and  item 
71  of  note  19  on  page  303  of  southern  classification  be  amplified  as  follows : 

"  Lumber,  and  articles  taking  same  rates,  as  enumerated  below,  c.  1..  per  car 
of  24.000  pounds,  excess  in  proportion,  class  P : 
Billets,  blocks,  and  strips,  sawn  or  split,  rough. 
Carpenter's  moldings,  plain. 
Crate  material  and  crates,  wooden,  knocked  down,  and  wooden  splint  fruit 

and  vegetable  hampers,  knocked  down,  including  wooden  or  splint  inside 

carriers,  without  tops  or  handles   (nested). 
Crossties,  wooden. 
Lath. 
Logs. 

Lumber,  rough  or  dressed. 
Paving  blocks,  wooden. 
Pickets. 
Piles. 

Shingle  bolts. 

Telegraph  or  telephone  cross  arms,  braces,  brackets,  and  pins. 
Timber,  n.  o.  s." 

That  item  94  of  note  19,  page  303,  of  southern  classification,  reading,  "  Special 
iron,"  be  amplified  as  follows: 

"  Special  iron  "  (two-thirds  of  class  6;  on  mixed  c.  1.  of  articles  included  in  the 
following  "  Special  iron  "  list  the  c.  1.  "  Special  iron  "  rate  will  apply,  subject 
to  the  established  minimum  c.  1.  weight)  : 

Architectural  (consisting  of  columns,  pedestals,  capitals,  saddles,  door  and 
window  jambs,  plates,  sills,  lintels,  rolled  beams,  channel  bars,  and  gir- 
ders), c.  1. 

Axles,  car,  c.  1. 

Axles,  carriage  or  wagon,  loose  or  wired  together,  c.  1. 

Bar,  band,  boiler,  hoop,  plate,  and  rod,  unpacked,  c.  1. 

Bands  or  rods,  structural,  weighing  each  15  pounds  or  over,  with  heads, 
eyes,  loops,  or  screw  threads,  N.  O.  I.  B.  N. 

Loose  or  in  packages,  c.  1.,  minimum  weight  36,000  pounds. 

Bolts,  nuts,  rivets,  and  washers,  in  kegs,  casks,  barrels,  or  drums,  c.  1. 

Bars,  muck  or  puddle,  loose  or  in  packages,  c.  1.,  minimum  weight  50,000 
pounds. 

Bars,  N.  O.  I.  B.  N.  ratings  apply  on  drawn  or  rolled  iron  or  steel  bars, 
either  square,  round,  or  otherwise  shaped  in  the  drawing  or  rolling 
process,  also  on  such  bars  when  bent,  twisted,  or  otherwise  deformed, 
galvanized,  ground,  hammered,  punched,  or  sheared,  but  ratings  will  not 
apply  if  further  work  has  been  done.) 
Loose  or  in  packages,  minimum  weight,  36,000  pounds,  c.  1. 

Borings,  filings,  or  turnings;  in  packages  or  in  bulk,  c.  1.  miuinunn  weight, 
50,000  pounds. 

Boxes,  gas  purifier,  unpacked,  c.  1. 

Boxes  and  skeins,  vehicle,  loose,  c.  1. 

Boxes  and  skeins,  vehicle,  in  kegs,  barrels,  or  casks,  c.  1. 

Brake  beams,  c.  1. 

Brake  shoes  and  slugs,  in  barrels  or  casks,  c.  1. 

Brake  shoes,  loose  or  wired  in  bundles,  c.  1. 

Briquets,  loose  or  in  packages,  c.  1.  niininuini  weight,  50.000  pounds. 

Car  bolsters,  c.  1. 

Castings  and  forgings,  n.  o.  s.  (not  to  include  machinery,  machines,  or  parts 
thereof),  in  kegs,  barrels,  casks,  crates,  sacks,  or  wired  together  in  bun 
dies,  c.  1. 

Castings  and  forgings,  n.  o.  s.  (not  to  include  machinery,  machines,  or  i)art.>< 
thereof)  packed  or  unpacked,  c.  1. 

Chains,  loose  or  in  coils,  c.  1. 

Chains,  in  kegs,  casks,  or  barrels,  c.  1. 

Couplers,  car,  and  parts  thereof,  and  draw  bars,  car,  c.  1. 

Cross  ties,  c.  1. 

FUings.  sawdust  and  rust.  c.  1. 
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Jjiil  plate,  c.  1. 

Links  and  pins,  in  kop;s,  barrels,  c-asks,  or  loose  or  wired  together,  e.  1. 

Nails  and  spikes  (except  railroad)  in  kej-s  or  double  kef?s  (estimated  weight, 

lOG  pounds  per  keg,  and  L'OS  jHUinds  per  double  keg),  c.  1. 
Nails.  ccnK'nt  coated,  in  kegs  or  double  kegs  (actual  weight),  c.  1. 
Nails,  wire,  and  woven-wire  fencing,  c.  1. 
I'ipe,  cast,  with  or  without  cement  lining,  c.  1. 
Pipe,  wrought,  c.  1. 
Pipe  joints  or  fittings,  cast,  c.  1. 
Plow  clevises,  coulters,  couplers,  frogs,  heel  bolts,  molds,  plan  fenders,  plates, 

points,  and  wings,  in  kegs,  barrels,  or  casks,  or  wired  together  c.  1. 
Plow  iron  or  steel  in  bars  or  plates,  c.  1. 
Plow  shapes,  unfinished,  c.  1. 

Poles  and  cross  arms,  electric  light  or  railway,  c.  1. 
Sash  weights,  unpacked,  c.  1. 
Shoes,   horse,   mule,  and  ox,   in  kegs    (estimated  weight,   106  pounds  per 

keg),  c.  1. 
Skelp  iron  or  steel,  c.  1. 
Spiegel  iron,  c.  1. 
Stand  pipes,  knocked  down,  c.  1. 
Staples,  fence,  in  kegs,  c.  1. 
Switches  and  switch  chairs,  railroad,  c.  1. 
Tees,  N.  O.  I.  B.  N.,  loose  or  in  packages,  c.  1.   minimum  weight,  36,000 

ixiunds. 
Tires,  wagon,  c.  1. 
Trucks,  car  (without  motors),  c.  1. 
Wheels,  car,  c.  1. 
Wire,  fence  (fence  wire),  barbed,  straight,  twisted,  or  ribbon,  in  bundles  or 

coils,  or  reels,  not  packed,  c.  1. 

In  conclusion,  we  wish  to  stress  our  conviction  that  this  a  very  inopportune 
time  to  even  consider  the  adoption  of  radical  changes  in  transportation  matters, 
and  when  the  proposition  is  one  that  carries  with  it  the  tremendous  results  that 
would  follow  the  adoption  of  consolidated  classification  No.  1  and  the  resultant 
cancellation  of  exception  sheets,  we  look  to  the  future  with  fear  and  trembling. 
Respectfully  submitted. 

R.  Hudson  Bitee,  Chairman, 
N.  A-  Butch, 
EoTAL  G.  Dunn, 

Railroad  Commission  of  Florida. 
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Statement  of  rates  in  Florida,  that  have  hccn  advanced  in  excess  of  25  per  cent 
hy  the  minimum  charge  rule  {par.  D,  sec.  1  of  General  Order  No.  28,  as 
amended. 


Article. 


Old  rate 

plus  25 

Per  cent. 


Cement,  in  barrels,  less  than  carload 

Do 

Do 

Do 

Lime  in  barrels,  less  than  carload 

Do 

Do 

Do 

Lumber,  less  than  carload 

Do 

Crate  material,  wooden  or  splint,  less  than  carload 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Brick,  common,  in  barrels,  boxes,  or  crates,  less  than  carload 

Do 

Do 

Do 

Do 

Broomcorn,  packed  in  barrels,  less  than  carload 

Coal  and  coke,  in  bags,  barrels,  or  boxes,  less  than  carload 

Do 

Do 

Do 

Hay,  pressed  in  bales,  less  than  carload 

Ice,  packed,  less  than  carload 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Insecticides,  in  barrels,  boxes,  or  jacketed  cans,  less  than  carload 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Kindling,  composition  or  pine,  less  than  carload 

Do 

Do 

Do 


10 


10 


10 
20 
30 
40 
50 
60 
70 
80 
90 
100 
110 
120 
130 

10 
20 
30 
40 
50 
60 
70 
80 
90 
100 
110 
120 
130 


Class  K. 
9 
10 
lU 
12i 
Class  K. 
9 
10 

Hi 

12J 

J  0/6. 
8 
9i 

9i 

Hi 

12 

12| 

14i 

15 

15J 

i0%0f6. 
6i 
74 
9 
9i 
10' 

Class  5. 

Class  K. 
9 
10 
lU 

12§ 

Class  B. 
lU 

Class  K. 
9 
10 
lU 
12J; 
13* 
14' 

14i 

15 

15i 

m 

17' 
17i 
18 
Class  K. 
9 
10 
lU 
12i 
13i 
14 
144 
15 
154 
164 
17 
174 
18 

Class  K. 
9 
10 
114 
124 
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Watermelons,  less  than  carload 
Do 
Do 


Molasses,  less  than  carload 
Do 
Do 


Oil,  crude  fuel,  in  barrels,  less  than  carload 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 
Do 


Turpentine,  spirits  of,  in  barrels,  less  than  carload 
Do 
Do 
Do 
Do 
Do 
Do 


Mr.  BuRK.  I  want  to  adrl.  briefly,  that  another  new  piece  of  work 
of  the  Eailroarl  Administration  has  just  come  to  light.  They  have 
proposed  to  raise  all  of  the  refrigerator  car  rates  of  the  Armour  car 
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lines — private  car  lines — on  fruits  and  vegetables  all  over  this  coun- 
try, involving  very  radical  changes;  and,  bear  in  mind  that  the 
Armour  car  line  is  not  under  Government  control ;  I  mean,  they  have 
not  taken  over  the  Armour  car  line. 

The  shippers  in  my  State  are  big  producers  of  perishables  to  in- 
terstate markets.  They  proposed  to  put  those  rates  into  effect  on 
the  1st  of  February — to-morrow.  Now,  I  have  been  trying  all  this 
week  to  get  them  to  give  us  a  hearing;  to  give  us  sufficient  time  to 
get  our  shippers  together  with  the  Armour  car  lines  people  across 
the  table,  and  to  have  them  justify  the  rates  they  seek  to  impose 
upon  this  industry;  and  I  was  informed  day  before  yesterday  that 
they  would  wait  one  more  week  for  us  to  get  our  people  together 
for  that  purpose,  and  then  not  give  us  a  formal  hearing.  They 
stated  also  that  we  need  not  make  a  protest  such  as  has  already  been 
furnished  through  me  to  the  Railroad  Administration,  but  that  we 
must  come  here  with  very  substantial  reasons  to  show  that  the  rate 
increases  are  unreasonable. 

Senator  Pomerene.  Who  are  "  they  "  ? 

Mr.  Burr.  The  Railroad  Administration  up  here. 

Senator  Pomerene.  Well,  name  them. 

Mr.  Btjrr.  Mr.  Chambers  is  head  of  the  department — the  Division 
of  Traffic.  I  only  bring  this  out  to  emphasize  the  fact  that  some- 
thing ought  to  be  done  to  call  a  halt  on  the  continual  disturbances 
that  this  Railroad  Administration  is  creating  in  the  business  of  the 
country,  and  that  something  ought  to  be  done  to  call  a  halt  until 
Congress  can  provide,  by  some  suitable  legislation,  what  we  may 
expect  to  be  controlling  in  the  future. 

Senator  Pomerene.  The  committee  will  now  stand  adjourned  until 
Monday  morning,  at  10  o'clock. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
Monday,  February  3,  1919,  at  10  o'clock  a.  m.) 


KXTE.NSIO^  OF  TEiNURE  OF  GOVERlsMEiNT  COiXTROL  OF 

RAILROADS. 


MONDAY,  FEBRUARY  3,  1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjourmiient,  at  10  o'clock  a.  m., 
Senator  Ellison  D.  Smith  (chairman)  presiding. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Hines, 
Avould  you  prefer  to  make  a  continuous  statement  and  then  have 
questions  asked  you  after  you  have  gotten  through  with  your  state- 
ment ? 

Director  General  Hines.  I  would  very  much  prefer  that.  Senator. 
I  think  I  can  be  of  more  assistance  to  the  committee  in  that  way, 
because  I  have  endeavored  to  get  in  my  mind  the  various  problems  the 
committee  is  thinking  about,  and  I  think  I  can  put  them  consecu- 
tively before  the  committee  much  better  if  I  can  make  a  complete 
statelnent  and  then  be  questioned  afterwards. 

The  Chairman.  Very  well. 

STATEMENT  OF  MR.  WALKER  D.  HINES,  DIRECTOR  GENERAL  OF 

RAILROADS. 

Senator  Kellogg.  Mr.  Chairman,  before  the  witness  begins,  I 
would  like  to  know  if  we  have  received  answers  from  him  to  the 
questions  which  were  propounded  to  him  on  January  15. 

The  Chairman.  Will  you  indicate  the  nature  of  the  questions, 
Senator? 

Senator  Kellogg.  The  chairman  furnished  them  to  him.  They  are 
embodied  in  a  long  list  of  resolutions. 

Director  General  Hines.  I  am  advised  they  will  be  furnished  this 
week.  Senator. 

Senator  Kellogg.  It  seems  to  me  we  ought  to  have  those  before  Mr. 
Hines  finishes  his  statement. 

The  Chairman.  Yes;  I  recall  them  now.  They  were  as  to  expendi- 
tures and  j)ayments  to  the  different  officials,  and  all  that. 

Senator  Kellogg.  A  great  deal  of  information  was  asked  for,  and 
I  certainly  think  we  should  have  those  answers  before  Mr.  Hines 
finishes  his  testimony,  because  they  have  an  important  bearing  upon 
the  matter  under  consideration  here. 

853 
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Director  General  Hikes.  I  am  advised,  Mr.  Chairman,  that  we  can 
give  you  the  answers  to  all  but  two  of  those  questions  to-day. 

Senator  Kellogg.  I  think  we  ought  to  have  them. 

Director  General  Hikes.  We  will  certainly  give  them  to  you,  so 
that  you  may  have  the  benefit  of  them  in  examining  me. 

The  Chairman.  Very  well.     Mr.  Hines,  you  may  proceed  now. 

Director  General  Hines.  Gentlemen,  I  have  prepared  a  written 
statement  on  the  general  aspects  of  this  problem,  and  I  believe  it  will 
conduce  to  a  concise  presentation  if  I  may  read  that  statement  instead 
of  attempting  to  state  it  orally. 

The  Chairman.  Very  well. 

Director  General  Hines.  At  a  very  early  part  of  it,  however,  I  am 
going  to  ask  permission  to  interpolate  certain  matter  that  I  have  not 
had  an  opportunity  to  prepare  in  writing. 

I  wish  to  begin  my  statement  to  the  committee  by  brief  reference  to 
what  I  regard  as  a  fundamental  distinction  between  the  necessary  war 
policies  and  methods  of  the  Railroad  Administration  and  the  policies 
and  methods  which  I  regard  as  appropriate  for  the  Eailroad  Adminis- 
tration in  time  of  peace. 

I  entered  upon  the  discharge  of  my  duties  as  director  general  with 
the  clear  conception  that  a  neAv  era  opened  for  the  Railroad  Adminis- 
tration with  the  signing  of  the  armistice.  Things  Avhich  were  reason- 
able during  the  w^ar  must  be  reviewed  now  and  must  often  be  read- 
justed in  the  light  of  peace  conditions.  I  felt  it  would  be  both  unfair 
and  futile  to  expect  the  public  in  time  of  peace  to  acquiesce  in  incon- 
veniences or  unusual  methods,  although  they  were  patriotically  ac- 
cepted during  the  war.  This  attitude  was  not  a  new  policy,  but  a 
policy  first  recognized  by  Mr.  McAdoo,  although  necessarily  on  ac- 
count of  his  resignation  shortl}^  after  the  armistice  it  is  a  policy  which 
must  be  carried  into  effect  principally  by  me.  v 

Immediately  upon  my  assuming  my  duties  I  began  a  stud}^  of  the 
question  of  a  clearer  and  more  satisfactory  understanding  with  the 
State  commissions,  because  I  felt  under  peace  conditions  such  a  course 
was  undoubtedly  desirable,  and  I  expect  satisfactory  results  in  that 
direction  can  be  shortly  announced,  with  the  assistance  of  Hon. 
Charles  A.  Prouty,  director  of  our  Division  of  Accounting,  and  of 
Hon.  Max  Thelen,  who  was  formerly  chairman  of  the  California  Rail- 
road Commission,  who  has  had  Avide  ex])erience  in  connection  with 
the  relations  between  the  carriers  and  the  public,  and  who  is  the 
newly  appointed  director  of  the  Division  of  Public  Service. 

Before  I  became  director  general  the  question  of  a  revision  of  (ren- 
eral  Order  No.  57,  relative  to  grain  shipments  and  claims  therefor, 
was  being  carefully  considered,  and  a  revision  of  that  order  which  I 
believe  will  give  substantial  satisfaction  to  the  interests  affected  will 
be  ready  in  a  very  short  while. 

The  subject  of  the  prompter  settlement  of  freight  claims,  both 
overcharge  and  loss  and  damage,  has  been  having  my  consideration, 
and  with  the  generally  easier  conditions  whip^^  -^'^  beginning  to  pre- 
vail I  look  for  a  progressive  improvemenr  on  that  important  sub- 

Mr.  Chairman,  it  is  at  that  point  that  I  feel  it  Avould  be  useful 
to  the  committee  to  present  some  of  those  matters  in  detail.  I  know 
that  for  the  last  two  weeks  or  more  the  committee  has  been  consider- 
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ing  tit  length  a  great  many  specific  matters  which  have  been  pre- 
sented here  rehitive  to  orders  of  the  director  general-,  and  I  think 
while  those  matters  are  fresh  in  the  minds  of  the  committee,  it  will 
be  exceedingly  useful  for  me  to  discuss  those  points  right  now.  Let 
me  say,  at  the  beginning,  that  when  the  director  general  was  first  ap- 
pointed and  the  question  came  up  as  to  what  would  be  a  proper  or- 
ganization, it  became  apparent  to  all  of  us  who  were  instrumental 
in  forming  the  original  organization  that  there  ought  to  be  a  clear- 
cut  representation  of  the  public  interest  in  these  matters,  and  that 
an  organization  Avhich  merely  followed  the  general  line  of  a  railroad 
organization  would  not  adequately  fill  or  meet  that  situation.  Con- 
sequently, it  was  decided  that  we  ought  to  have  in  the  organization 
a  division  of  public  service,  with  the  idea  that  that  division  would 
deal  for  the  director  general  with  all  those  matters  which,  in  a  gen- 
eral scheme  of  public  regulation,  would  be  dealt  with  by  a  public 
service  commission.  We  Avanted  to  put  in  that  position  a  man  who 
was  peculiarly  qualified  for  it  and  we  selected  Hon.  Charles  A. 
Prouty,  who  had  been  a  member  of  the  Interstate  Commerce  Com- 
mission for  a  great  many  years,  and  since  then  has  represented  the 
commission  in  valuation  matters,  and  has  always  looked  at  all  these 
problems  exclusively  from  the  standpoint  of  the  public  service;  so 
at  the  beginning  practically  of  our  organization  Mr.  Prouty  was 
made  director  of  the  division  of  public  service,  and  also  of  account- 
ing; the  two  functions  were  combined  and  he  assumed  charge  of 
both  of  them. 

It  has  been  the  policy  of  the  Eailroad  Administration  from  the 
outset  that  all  matters  alfecting  the  public  in  rates  or  important 
matters  of  service  should  be  considered  by  Mr.  Prouty,  as  the  director 
of  the  division  of  public  service,  as  well  as  by  the  division  of  traffic  or 
the  division  of  operations;  and  all  complaints  which  have  arisen 
affecting  those  matters,  coming  from  any  part  of  the  public,  have 
been  considered  by  Mr.  Prouty. 

Taking  up  first  General  Order  No.  28,  which  constituted  the 
general  rate  increase  which  was  ordered  last  May;  that  matter  Avas 
very  carefully  considered  and  Avas  discussed  repeatedly  Avith  Mr. 
Prouty,  as  Avell  as  Avith  the  division  of  traffic,  and  the  conclusioji 
reached  as  to  what  ought  to  be  done  to  meet  the  Avar  emergency  that 
then  confronted  us  Avas  a  conclusion  AA'ith  respect  to  which  Mr. 
Prouty's  vicAvs  Avere  fully  considered,  and  the  result  had  his  concur- 
rence.   . 

Those  rates  Avere  announced  by  General  Order  No.  28.  The  direc- 
tor general  at  that  time  telegraphed  all  the  State  commissions  ex- 
plaining the  emergency  Avhich  called  for  that  immediate  increase, 
and  indicating  that  it  Avas  impracticable  in  advance  of  putting  it 
into  effect  to  have  an  opportunity  to  discuss  the  matter  in  detail  AAith 
them;  but  expressing  the  hope  that  aac  Avould  have  their  cooperation 
in  making  prompt  readjustment  of  all  matters  that  Avould  appear 
to  need  react justment.  It  was  realized  that  in  any  prompt  and  gen- 
eral rate  increase,  such  as  Avas  indispensable  at  that  time,  there  Avould 
be  the  necessity  for  a  great  many  readjustments  in  order  to  preserve 
existing  differentials,  Avhich  necessarily  AA'ould  be  temporarily  dis- 
turbed. 

Senator  PoMKHExr.  By  '*  readjii-tmont "'  do  you  mean  ''reclassifi- 
cation "? 
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Director  General  Hines.  Not  primarily.  To  some  extent,  Senator, 
that  would  be  necessary ;  but  it  is  more  a  matter  of  differentials  be- 
tween different  localities  in  respect  to  the  same  commodity.  It 
does  not  affect  the  classification  so  much  as  it  does  the  tariff,  although 
there  might  be  instances  of  classification  which  would  call  for  read- 
justment. 

So  we  entered  upon  the  matter,  as  I  said,  with  the  full  concur- 
rence of  our  Division  of  Public  Service,  with  a  clear  knowledge  that 
we  must  promptly  take  up  the  things  which  would  come  to  the  sur- 
face after  the  order  had  gone  into  effect  and  correct  them  as  promptly 
as  possible.  On  the  other  hand,  if  we  had  postponed  making  the 
increase  until  the  readjustments  had  been  made  we  probably  would 
not  have  got  it  made  at  all  and  the  financial  situation  of  the  rail- 
roads would  have  been  exceedingly  desperate. 

What  we  did,  then,  with  respect  to  that  general  order  was  to 
provide  that  all  complaints  that  might  arise  respecting  the  issuance 
of  the  rates  established  that  in  any  way  affected  the  situation  should 
go  to  Mr.  Prouty,  as  Director  of  the  Division  of  Public  Service,  and 
that  the  adjustment  of  those  conditions  should  be  handled  in  ac- 
cordance with  his  views  as  to  what  was  appropriate.  Necessarily, 
he  Avorked  in  those  matters  in  conjunction  with  the  Division  of 
Traffic;  and  it  has  been  the  understanding  throughout  that  any 
matter  where  Mr.  Prouty  and  Mr.  Chambers,  the  Director  of  the 
Division  of  Traffic,  were  unable  to  agree,  the  matter  was  to  come  to 
the  Director  General  for  his  personal  decision.  The  way  these 
matters  have  been  handled  has  been  that  some  of  them  have  been 
handled  in  the  first  instance  by  Mr.  Prouty  and  by  Mr.  Chambers; 
in  other  cases,  where  local  conditions  called  for  consideration,  they 
have  been  handled  locally  by  the  district  committees;  and  I  want, 
at  this  point,  to  read  to  the  committee  Mr.  Prouty's  statement  which 
he  has  prepared  for  me  relative  to  the  formation  of  these  local  com- 
mittees.   Mr.  Prouty  says: 

Local  freight  traffic  coniniittees  have  been  created  consisting  usually  of  two 
railroad  rate  expei'ts  and  one  expert  chosen  from  the  general  public.  Some- 
times these  committees  consist  of  three  railroad  representatives  and  two 
shippers.  It  is  in  contenii)lation  to  put  two  shippers  upon  all  local  committees, 
not  for  the  purpose  of  giving  the  shipper  more  votes,  but  rather  to  relieve  hib 
representative  from  the  duties  of  the  committee  to  an  extent.  These  shipper 
members  serve  without  compensation,  except  their  actual  expenses,  which  are 
defrayed  by  the  Railroad  Administration. 

In  "addition  to  the  local  committees,  there  are  three  general  conunittees. 
located  at  Chicago,  New  York,  and  Atlanta,  each  of  these  committees  consist- 
ing of  three  railroad  and  two  shipper  representatives.  All  the  committees  art 
provided  at  the  expense  of  the  railroads  with  necessary  quarters  and  clerical 
forces. 

Whenever  a  change  in  rate  is  asked  for  either  by  a  shipper  or  a  railroad, 
that  matter  is  first  submitted  to  the  local  committee,  which  proceeds  to  Inves- 
tigate by  the  taking  of  testimony  of  interested  parties  and  otherwise  and  to 
reach  a  conclusion.  The  conclusion  is  embodied  in  a  brief  report,  which  states 
the  facts  and  gives  the  recommendations  of  the  committee. 

The  report  of  the  local  committee  is  sent  to  the  general  committee.  The 
vision  of  the  local  committee  is  confined  almost  of  necessity  to  the  locality 
in  which  that  committee  operates,  but  it  often  happens  that  the  application  of 
a  rate  in  one  section  of  this  country  may  necessitate  a  similar  rate  or  require 
a  change  in  rate  at  some  widely  removed  point.  The  general  conmiittee  has  a 
comprehensive  view  of  the  entire  .section  which  it  reiire.sents,  and  indeed  of  the 
entire  country.     This  conunittee  examines   the  report  of  thi^  local   committoe. 
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It  may  send  it  to  some  other  local  committee  for  a  report,  or  it  may  approve  or 
revise'  the  report  upon  the  facts  as  stated 

Mr.  Proiity  further  says  in  this  statement : 

In  ninety-nine  cases  out  of  one  luuidred  it  deals  with  the  report  as  rendered 
and  sends  the  same  to  Washington  for  final  disposition. 

No  rate  change  can  he  made  in  any  part  of  the  country  without  the  sanction 
of  the  director  of  traffic  at  Washington.  Some  months  ago  the  director  general 
instructed,  moreover,  that  all  rate  changes  should  be  submitted  to  the  Director 
of  Public  Service.  As  a  practical  matter,  a  force  has  been  organized  in  both 
these  departments  which  considers  and  either  approves  or  disapproves  of  these 
reports  when  received.  Ii]very  rate  change  must  pass  under  the  eye  of  the 
Director  of  Public  Service,  who,  if  he  desires,  can  hold  the  matter  in  abeyance 
pending  discussion  between  his  division  and  the  Division  of  Traffic  or  a  submis- 
sion to  the  director  general  himself. 

Mr.  Prouty  adds: 

All  this  may  look  like  a  cumbersome  proceeding,  but  it  has  been  my  convic- 
tion from  the  first  that  the  interstate  rates  of  this  country  must  be  supervised 
by  some  central  authority,  although  those  rates  should  be  initiated  at  the 
source ;  that  is,  by  those  persons  who  are  in  immediate  contact  with  the  actual 
situation.  In  no  other  way  will  uniformity  be  secured,  and  especially  in  no 
other  way  can  rate  changes  be  held  down  within  proper  limit. 

I  may  say  Mr,  Prouty  had  ah-eady  emphasized — I  am  trying  to 
abridge  what  I  am  reading  from  his  memorandum — that  under  pri- 
vate control  there  had  been  a  great  mass  of  rate  changes  whicli  were 
unnecessary,  and  which  caused  a  great  deal  of  change  in  conditions 
to  which  business  had  to  adapt  itself;  and  that  he  thought  it  was 
in  the  public  interest  that  those  rate  changes  should  be  minimized  as 
much  as  possible;  and  he  says  here: 

In  no  other  way  will  uniformity  be  secured,  and  especially  in  no  other  way 
can  rate  changes  be  held  down  within  proper  limit. 

This  system  is  new,  and  some  time  is  always  required  to  bring  to  a  working 
basis  any  new  procedure  of  this  kind.  There  ai'e  still  committees  which  are 
not  working  in  an  altogether  satisfactory  way,  but,  on  the  whole,  the  procedure 
is  developing  to  the  satisfaction  of  both  Mr.  Chambers  and  myself,  and,  so  far 
as  I  can  learn,  the  shipper  representatives  and  those  for  whom  they  stand  are 
reasonably  satisfied ;  nor  is  the  time  required  for  the  disposition  of  a  rate 
question  excessive.  I  recently  went  to  Chicago  for  the  express  purpose  of  ascer- 
taining what  progress  was  being  made  by  committees  in  the  western  district. 
It  there  appeared  that  on  the  average  about  10  days  is  required  for  the  passage 
of  a  complaint  through  the  local  committee  in  most  districts,  and  about  the 
same  time  in  the  central  committee  at  Chicago.  Another  10  days  is  occupied  in 
Washington ;  so  that,  on  the  average,  about  30  days  is  required  to  obtain  action 
upon  a  proposed  change.  I  regret  to  say  that,  so  far,  the  time  required  in  the 
publication  of  that  rate  after  the  authority  has  been  granted  has  been  much 
longer  than  that  required  in  acting  upon  the  rate  itself.  This,  however,  is 
largely  a  mechanical  proposition,  and,  with  the  passing  of  war  conditions,  it  is 
expected  that  this  delay  will  be  eliminated. 

There  have  been  instances  of  unreasonable  delay  in  disposing  of  these  rate 
questions.  There  has  been  such  delay  in  my  own  office ;  but  this  in  particular 
cases  is  almost  unavoidable  under  any  system.  In  all  my  experience  with  rate 
making  and  rate  regulation  in  this  country,  which  goes  back  almost  a  quarter 
of  a  century,  there  has  been  no  time  when  the  interest  of  the  shipper  in  the 
matter  of  rate  changes  was  as  well  protected  as  it  is  under  the  system  now 
in  effect,  and  there  never  has  been  a  time  when,  on  the  average,  rate  changes 
were  made  as  intelligently  and  as  speedily.  I  have  long  insisted  that  it  was  of 
vital  importance  to  the  shipper  to  participate  in  those  preliminary  discussions 
which  resulted  in  the  recommendation  of  a  change ;  and  I  am  confident  that, 
whoever  operates  the  railroads  of  this  country,  this  idea  which. is  now  for  the 
first  time  recognized  will  be  in  some  form  perpetuated. 

Since  June  2."),  1918.  about  4.4.50  freight  rate  authorizations  have  been  issued. 
Between  75  per  cent  and  90  per  cent  of  these  have  been  reductions.     The  ad- 
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vances  which  have  occurred  have  not  been  with  a  view  to  obtaining  additional 
revenue,  but  simply  as  an  equalizing  measure. 

At  the  present  time  it  is  my  custom  to  send  to  the  State  commission  or  com- 
missions ail'ected  by  an  advance  a  statement  of  the  proposed  incrense  with  the 
requ«jt  that  they  give  us  the  benefit  of  their  suggestions.  I  have  also  requested 
Stat5  commissions  to  call  my  attention  to  any  intrastate  rates  whicli  in  their 
opinion  were  improper,  especially  those  cases  where  the  commission  itself 
has  investigated  and  made  an  order.  It  has  been  my  belief  that  generally 
the  conclusion  of  the  State  conmiission  should  be  accepted. 

I  do  not  feel  from  the  correspondence  which  I  see  that  there  is  to-day  much 
complaint  of  the  manner  in  which  rate  matters  are  being  handled.  The  rate- 
making  authority,  whatever  that  may  be,  will  always  be  subject  to  severe 
criticism  from  parties  who  are  not  satisfied  with  its  decisions.  There  is  of 
course  some  complaint  of  this  kind  at  the  present  time.  The  big  shipper  in  the 
past  has  been  able  by  reason  of  the  volume  of  his  traffic  to  secure  special  con- 
sideration. He  can  not  do  this  to-day,  and  the  traflic  representatives  of  these 
concerns  are  inclined  to  find  fault ;  but  on  the  whole  it  is  my  impression  that 
the  public  is  fairly  satisfied. 

Now,  that  outlines,  in  Mr.  Prouty's  OAvn  language,  the  policy  that 
has  been  pursued  in  the  creation  of  these  local  committees,  which 
provides  for  representation  of  the  shipping  public  in  all  these  matters, 
as  well  as  for  representation  of  the  traflic  departments  of  the  rail- 
roads. And  in  many  of  the  cases  of  complaints  which  have  been 
received  against  the  intereference  with  rate  adjustments,  which  neces- 
sarily resulted  from  General  Order  No.  28,  the  problems  have  been 
referred  to  these  committees  by  Mr.  Prouty  for  consideration.  In 
other  cases  they  have  been  taken  up  by  him  with  the  division  of 
traffic  and  disposed  of  at  Washington. 

I  believe  that  places  before  the  committee  a  general  idea  of  the 
general  policy  of  the  Railroad  Administration  which  is  to  have  these 
matters  viewed  from  the  standpoint  of  the  public  service  by  a  repre- 
sentative who  fairly  represents  that  aspect  of  the  matter,  to  prevent 
anything  being  done  contrary  to  his  view,  unless  it  is  done  by  the  per- 
sonal authorization  of  the  director  general.  That  plan  was  followed 
in  General  Rate  Order  No.  28.  The  complaints  arising  under  that 
order  were  handled  in  the  same  way.  This  important  ncAv  departure 
has  been  made  of  having  these  committees  throughout  the  country, 
on  which  the  public  has  representation,  to  deal  with  the  rate  problems 
which  are  currently  arising,  and  also  to  deal  with  complaints  arising 
under  General  Order  No.  28,  when  they  are  referred  to  these  com- 
mittees. 

There  has  been  another  rate  increase  of  substantial  importance, 
and  that  was  the  express-rate  increase  which  was  made  not  long 
ago.  In  that  case  the  director  general  su})mitted  to  the  Intei-- 
state  Commerce  Commission  his  conclusion  that  in  order  to  meet 
wage  increases  it  was  necessary  for  the  express  company  to  have 
$12,000,000  more  per  annum,  and  that  the  rates  ought  to  be  increased 
in  order  to  provide  that  amount.  He  also  submitted  to  the  com- 
mission a  tentative  plan  of  increasing  rates  enough  to  i")roduce  ap- 
proximately $24,000,000  of  increased  revenue.  $12,000,000  of  which 
would  inure  to  the  express  company,  under  the  contracts  with  the 
express  company,  and  the  other  $12,000,000  would  inure  to  the 
Railroad  Administration;  and  he  asked  the  connnission  for  its 
recommendation  as  to  whether,  assuming  those  facts  Avhich  he  took 
the  responsibility  of  deciding  in  the  first  instance,  the  plan  of  rate 
increase  which  Avas  submitted  was  the  best  p]^^^^:  nnd.  if  nf)t.  wliefhor 
Fome  other  plan  would  be  better. 
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The  commission  had  a  hearing  upon  that  matter  and  made  ti 
report  as  the  result  of  it  that  the  plan  proposed  was  the  best  plan, 
in  its  opinion,  to  produce  the  amount  of  revenue  which  the  director 
general  indicated  ought  to  be  raised. 

Senator  Townsekd.  What  did  vou  want  to  do  with  the  extra 
$1L>,000,000? 

Director  General  Hixes.  The  $12,000,000  extra,  Senator  Town- 
send,  was  an  amount  that  would,  if  anything,  fall  short  of  fairly 
compensating  the  Eailroad  Administration  for  the  railroad  service 
performed  by  it  in  handling  the  express  business,  in  view  of  its  own 
increased  wages  and  material  costs.  It  was  felt  that  its  own  com- 
pensation needed  increasing  there  just  as  its  own  rates  had  needed 
to  be  increased  for  similar  purposes. 

Now,  then,  the  commission,  after  expressing  the  vicAv  that  this 
proposed  plan  of  rate  increase  Avas  the  best  one,  if  the  revenue 
must  be  raised,  raised  the  question  whether  the  Railroad  Admin- 
istration could  get  along  without  this  other  $12,000,000;  and,  if  it 
could,  of  course  that  would  involve  a  different  plan  of  rate  increase, 
or  rather  a  modified  plan  of  rate  increase;  but  the  director  general, 
with  the  facts  before  him,  felt  that  that  could  not  be  done,  and  ho 
took  the  responsibility  of  deciding  that  problem,  so  those  rates  were 
initiated  on  that  basis,  after  having  had  the  benefit  of  the  recom- 
mendation of  the  commission,  after  a  hearing,  as  to  whether  that 
was  the  best  plan  of  rate  adjustment. 

Under  the  law,  of  course,  the  whole  matter  is  open  for  the  com- 
mission's consideration,  if  it  thinks  the  rates  are  too  high,  from 
the  standpoint  of  the  money  being  raised  being  more  than  is  needed, 
or  from  an}^  other  standpoint ;  but  I  wish  to  put  before  the  committee 
simply  the  facts  as  to  the  way  that  matter  Avas  handled. 

Now,  there  is  another  important  rate  proposition  which  has  been 
discussed  here  at  some  length,  relative  to  a  proposed  plan  of  mileage 
rates,  and  I  wanted  to  read  Mr,  Prouty's  explanation  of  that,  because 
he  has  been  very  familiar  with  it  and  has  very  largely  handled  it. 

Mr.  Prouty  points  out  the  desire  of  the  director  general  to  get 
rid  of  the  wide  discrepancies,  so  far  as  practicable,  between  rates  on 
different  railroads,  even  in  near-by  parts  of  the  country,  and  he  says: 

In  piu'suance  of  that  purpose  the  director  general  sent  to  the  Interstate 
Commerce  Commission  several  of  tlies^  scales — 

That  is,  these  mileage  scales  for  application  in  different  parts  of 
the  country — 

asking  the  commission  to  advise  him,  first,  whether  at  this  time  a  mileage 
scale  could  properly  be  established  in  the  territory  named  ;  and.  second,  if  in 
tlie  opinion  of  the  connnission  this  miglit  be  done  whether  the  suggested  scale 
was  a  pi-oper  one.  It  was  expected  that  the  commission  would  institute  a 
series  of  investig;itions  and  would  in  the  end  report  to  the  director  general,  who, 
in  turn,  would  act  upon  that  report.  He  might  conclude  not  to  put  in  any  scale 
even  though  the  commission  reported  in  favor  of  it.  but  manifestly  he  could  not 
establish  a  scale  materially  different  from  that  approved  by  the  commission 
since  that  body  has  the  last  word  in  all  these  rate  matters. 

At  the  same  time  that  he  referred  the  schedule  to  the  Interstate  Commerce 
Commission  I  sent  the  same  schedule  by  his  direction  to  the  State  connnissions 
with  the  request  that  they  consider  the  questions  submitted  to  the  Inter.state 
Commerce  Conmiission  and  either  present  their  views  to  the  Interstate  Com- 
merce Connnission  for  consideration  by  it  or  directly  to  the  director  general. 
In   that   letter   1    endeavored   to   especially    impress   upon    the   various    State 
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commissions  that  no  attempt  would  be  made  to  force  a  schedule  of  rates  upon 
them,  but  that  the  desire  of  the  director  general  was  simply  to  bring  on  a  full 
and  complete  discussion  of  the  whole  subject  to  the  end  that  the  proper  thing 
might  be  done.  And,  further,  that  the  suggested  rates  were  not  intended  on 
the  average  to  produce  a  greater  revenue  than  the  existing  rates  as  a  whole, 
the  sole  purpose  being  to  equalize,  not  to  advance. 

None  of  these  mileage  schedules  has,  in  fact,  been  established.  It  must  be 
admitted  that  the  reform  is  one  which  ought  to  be  accomplished  if  it  can  be. 
You  will  note,  however,  that  what  the  director  general  has  done  is  simply  to 
pass  these  rates  to  the  Interstate  Commerce  Commission  with  the  request  that 
it  advise  him  in  the  premises.  In  the  very  nature  of  things  he  must  follow  that 
advice.  Instead,  therefore,  of  arbitrarily  attempting  to  establish  these  rates 
he  has  asked  the  Interstate  Commerce  Commission  to  make  them  for  him,  if, 
in  the  opinion  of  that  body,  they  ought  to  be  made  at  this  time. 

A  similar  policy  was  pursued  as  to  the  consolidated  classifica- 
tion. It  was  a  proposal  for  a  uniform  classification,  but  a  con- 
solidated classification.  For  years  the  railroad  companies  have 
been  at  work  upon  an  effort  to  unify  freight  classification.  At 
present  there  are  the  three  general  classifications — ^the  western,  the 
southern,  and  the  official  classifications.  In  addition,  there  have  been 
quite  a  number  of  varying  intrastate  classifications,  generally  accom- 
plished through  the  publication  of  exceptions  to  the  general  classi- 
fication prevailing  in  that  territory.  A  great  deal  of  work  had  been 
accomplished  in  the  direction  of  unifying  that  situation  and  repre- 
sentatives of  the  railroad  companies  had  evolved  what  was  called 
a  tentative  consolidated  classification,  which  unified  the  definitions 
and  various  features  of  the  varying  classifications,  although  it  still 
left  the  ratings  as  they  were  before. 

Senator  Kellogg.  If  it  will  not  interrupt  you,  I  would  like  to 
inquire  when  that  work  was  done? 

Director  General  Hines.  About  this  classification? 

Senator  Kellogg.  Yes. 

Director  General  Hines.  Oh.  that  has  been  going  on  for  several 
years.  So  that  this  spring  the  director  general,  wishing  to  give  as 
much  aid  as  he  could  in  promoting  result  which  was  regarded  as 
desirable  in  every  way,  submitted  to  the  Interstate  Commerce  Com- 
mission a  consolidated  classification  as  it  had  been  developed  up  to 
that  time,  and  asked  for  its  opinion  as  to  what  ought  to  be  done.  I 
believe  in  that  instance  Mr.  Prouty  did  not  send  that  consolidated 
classification  to  the  State  commissions;  but  the  request  to  the  Inter- 
state Commerce  Commission  to  investigate  the  matter  carried  with 
it  the  idea,  of  course,  that  there  would  be  hearings,  and  many  hear- 
ings have  been  held.  So  that  whole  subject  has  been  up  before  the 
public,  with  an  opportunity  for  everybody  to  be  heard. 

Senator  Cummins.  Has  the  commission  made  any  report  upon  the 
proposal  for  a  mileage  scale  of  rates? 

Director  General  Hikes.  No;  there  has  been  no  report  on  that. 
Senator,  and  no  report  on  this  classification  matter.  I  am  putting 
before  you  the  facts  which  indicate  that  in  both  those  important 
matters  there  lias  been  no  thought  of  attempting  to  proceed  without 
opportunity  for  the  fullest  hearing  and  the  fullest  discussion  of  the 
merits  in  every  way ;  and,  as  Mr.  Prouty  has  pointed  out,  since  the  com- 
mission has  the  last  word  on  those  things  after  they  are  initiated,  in 
the  nature  of  things  it  would  be  futile  for  the  director  general  to 
attempt  to  establish  either  mileage  rates  or  a  consolidated  classifica- 
tion against  which  the  commission  might  recommend. 
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Mr.  Prouty  has  also  stated  in  his  memorandum  that  it  is  his 
(iniform  policy,  whenever  there  is  any  rate  change  proposed  involv- 
ing an  intrastate  rate  which  it  is  proposed  to  increase,  that  he  sub- 
mits that  to  the  State  commission  concerned  and  asks  for  the  State 
commission's  views  in  regard  to  the  matter. 

I  felt  that  it  would  be  of  value  to  the  committee  to  place  before 
it  these  facts  as  to  the  general  way  in  which  these  rate  matters  are 
handled.  I  think  there  is  no  foundation  for  the  impression  that 
seems  to  prevail  in  some  (|uarters,  that  these  important  rate  matters 
are  being  handled  in  a  way  that  deprives  the  public  of  an  oppor- 
tunity for  ample  presentation  of  any  views  it  has  on  the  subject. 
The  procedure  is  exactly  the  opposite;  and  it  is  not  strange  that  it 
would  be  the  opposite,  because,  after  all,  the  director  general  and  his 
associates  are  representatives  of  the  Government  and  it  is  their 
business  to  try  to  do  what  is  reasonable  and  fair  to  the  public;  and 
there  is  no  way  in  the  world  to  get  at  that  except  by  having  an 
opportunity  for  an  exchange  of  views  on  these  problems;  and  the 
methods  which  Mr.  Prouty  has  outlined  are  the  methods  which  have 
been  adopted  to  accomplish  that  result. 

The  rather  vivid  picture  which  has  been  painted  here  of  enor- 
mous rate  increases  which  are  impending  and  which  are  about  to 
be  put  into  effect  without  any  opportunity  for  the  public  to  be 
heard  is  not  justified  by  the  facts,  because  nothing  is  impending 
except  what  is  being  considered  in  this  orderly  way,  with  a  view  to 
getting  an  adequate  presentation  of  the  public  view ;  and,  in  the  na- 
ture of  things,  nothing  of  an  extensive  character  can  be  done  against 
which  the  Interstate  Commerce  Commission  recommends,  because  it 
would  be  a  vain  thing  for  the  director  general,  after  having  obtained 
the  commission's  recommendation,  to  do  something  in  opposition  to 
the  commission's  recommendation,  when  the  moment  he  does  it  the 
commission  has  jurisdiction  to  change  the  thing  and  then  put  its 
recommendation  into  effect. 

Senator  Pomerene.  Would  it  interrupt  you  if  I  ask  you  just  one 
question  in  that  connection  ?  This  new  method  of  procedure,  namely, 
consultation  between  your  department  and  the  Interstate  Commerce 
Commission  or  the  State  commissions,  has  been  adopted  since  the  25 
per  cent  increase,  has  it  not? 

Director  General  Hikes.  Yes.  The  general  increase  was  a  war 
measure,  pure  and  simple,  which  was  put  into  effect  last  May, 
when  we  had  to  elect  between  two  courses — either  doing  it  promptly 
or  deferring  it  so  long  that  the  benefits  of  it  would  be  largely  lost. 
And  the  director  general  took  the  responsibility  of  doing  what  the 
act  of  Congress  contemplated,  and  that  was  initiating  the  rates,  and 
that  has  been  the  exception,  and  it  was  made  an  exception  because  it 
was  purely  a  war  measure  of  a  most  urgent  character. 

Senator  Pomerene.  And  at  that  time  there  was  no  consultation 
with  the  shippers  generally  until  after  the  increase  had  been  made  ? 

Director  General  Hikes.  That  was  true;  and  with  respect  to  an 
extensive  increase  of  that  sort,  applying  to  all  rates,  passenger  and 
freight,  if  we  had  attempted  consultation  with  the  shippers  that 
would  have  amounted  to  anything,  the  rate  increase  would  not  be  in 
effect  yet. 

Senator  Thompson.  You  say  that  is  the  only  exception  you  have 
made  ? 
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Director  General  Hikes.  That  is  the  only  exception  in  my  mind  at 
the  moment. 

Senator  Thompson.  On  a  large  scale,  anyhow? 

Director  General  Hines.  I  know  the  general  policy  has  been,  as  to 
all  subsequent  matters,  to  deal  with  them  in  the  way  Mr.  Prouty  has 
outlined.  In  a  matter  of  such  large  extent  as  the  railroad  system  of 
this  country  there  might  turn  out  to  be  an  exception,  but  that  has  been 
the  general  policy,  and  I  do  not  know,  personally,  of  an  exception  to 
that. 

Another  matter  that  I  wanted  to  speak  to  the  committee  about  in 
this  connection  is  General  Order  No.  57,  which  deals  with  the  han- 
dling of  grain  shipments  and  the  allowance  of  claims  for  loss  and 
damage  of  grain. 

On  February  4.  1918.  the  Interstate  Commerce  Commission  issued 
its  report  in  docket  No.  9009.  entitled  "  Claims  for  loss  and  damage  of 
grain.''  That  report  set  forth  in  a  yery  painstaking  wa}^  all  the 
peculiar  difficulties  that  were  related  to  the  grain  traffic  and  all  the 
different  practices  on  the  different  railroads  and  the  respective  con- 
tentions of  the  shippers.  The  report  emphasized  the  great  impor- 
tance and  desirabilit}^  of  uniform  practices  in  these  matters  and 
pointed  out  the  unusual  difficulties  due  to  the  varying  reliability  of 
weights  for  grain,  the  varying  ways  in  which  the  grain  was  weighed, 
the  different  stages  of  the  loading  or  unloading,  and  made  a  A'ery 
clear  showing  of  the  great  difficult}^  of  the  whole  situation.  The 
commission  stated  that  the  carriers  would  be  expected  to  arrange 
promptly  for  a  conference  of  their  representatives  Avith  the  view  to 
an  agreement  upon  rules  and  practices  to  be  observed  in  the  inves- 
tigation and  disposition  of  claims  for  loss  and  damage  of  grain,  and 
the  consideration  of  that  matter  was  entered  upon.  Now,  the  prac- 
tical immediate  situation  Avas  that  the  Goyernment  was  operating 
the  railroads,  and.  as  the  commission  pointed  out  in  its  report — the 
commission  did  not  emphasize  tliat,  however,  because  probably  the 
report  was  drawn  before  the  Government  control  began — but  the 
practical  situation  was  that  the  Government  in  operating  one  rail- 
road was  applying  one  practice  in  the  handling  of  freight  claims  for 
grain  and  in  operating  another  railroad  was  applying  another  prac- 
tice. In  this  hearing  before  the  commission  there  had  been  complaint 
that  these  different  practices  on  the  different  railroads  were  unduly 
preferential  in  some  cases  and  that  there  ouaht  to  be  uniform  and 
nondiscriminatory  practices  in  handling  these  u'.atters,  so  that  the 
Government  was  in  the  position,  pending  any  settlement  of  the  mat- 
ter along  the  lines  indicated  by  the  commission,  that  it  was  doing  in 
some  cases  things  entirely  contrary  to  what  it  was  doing  in  others, 
and  itself  bringing  about  these  preferential  treatments  of  the  subject. 

Now,  mere  nonaction  would  not  have  met  that  situation,  because 
nonaction  meant  perpetuation  of  these  varying  practices  in  the  han- 
dling of  these  claims;  so  the  Director  General  decided  that  it  would  be 
expedient,  in  those  circumstances,  to  adopt  a  uniform  method  of 
handling  them.  That  was  not  intended  in  any  way  to  forestall  or, 
rather,  to  disadvantage  the  establishment  of  this  agreement  which 
the  commission  had  suggested  and  which  was  under  way,  as  is  clearly 
evidenced  by  the  fact  that  General  Order  No.  57  expressly  pro- 
vided that  the  rules  made  by  it  should  apply  until  superseded  by 
others  that    might    be    adopted    as    a    result    of    the  investigation 
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and  study  of  the  subject  then  being  carried  on  by  shippers  and  car- 
riers, in  connection  with  the  Interstate  Commerce  Commission.  They 
were,  one  might  say,  interim  rules  to  give  the  Government  a  uniform 
practice  in  dealing  with  these  problems  until  some  other  uniform 
practice  could  be  worked  out  by  the  commission  in  connection  with 
this  study  by  the  shippers  and  the  carriers. 

The  matters  in  General  Order  No.  57,  which  have  been  complained 
of,  are  not  new  matters.  Everything,  as  I  understand  it,  that  has 
been  complained  of  there  represents  something  that  was  already  be- 
ing done  on  a  large  part  of  the  railroad  mileage  of  the  country,  and 
the  Government  itself  was  doing  it  because  the  Government  was  oper- 
ating the  railroads  and  was  applying  existing  practices;  so  that  if 
the  impression  has  been  created  that  General  Order  No.  57  brought 
about  some  startling  innovation  which  was  a  radical  departure  from 
what  had  been  done  before,  that  impression  is  incorrect.  Undoubt- 
edly, the  order  made  changes  in  some  sections,  but  it  only  applied 
to  those  sections  what  had  been  done  by  the  railroads  both  under 
private  management  and,  up  to  that  time,  under  Government  man- 
agement, as  was  pointed  out  in  the  commission's  report. 

Senator  Townsend.  Could  j^ou  tell  me  what  proportion  of  the  rail- 
roads of  the  country,  prior  to  Government  control,  had  in  practice 
a  plan  of  allowing  or  requiring  the  shipper  to  inspect  his  own  cars 
and  to  be  responsible  for  their  efficiency? 

Director  General  Hines.  I  understand  from  the  commission's 
report  in  that  case  that  there  was  a  very  general  view  prevailing  that 
it  was  the  duty  of  the  shipper  to  inspect  the  car.  General  Or- 
der No.  57  did  not,  of  itself,  attempt  to  attach  even  in  the  dispo- 
sition of  a  claim  any  controlling  and  inevitable  consequence  to  the 
fact  that  the  shipper  had  failed  to  inspect  the  car;  but  the  commis- 
sion's report  in  that  case  indicates  that  it  was  a  very  w^idely  recog- 
nized duty  on  the  part  of  the  shipper  to  see  that  the  car  into  which 
he  put  his  grain  was  a  car  that  would  hold  the  grain. 

Senator  Pomerene.  You  mean,  prevailing  before  Government  con- 
trol? 

Director  General  Hines.  Oh,  yes;  that  w^as  a  prevailing  practice 
for  some  time,  and  a  recognized  duty,  which  the  commission  points 
out  in  its  report  in  that  case.  Now,  the  provision  of  General  Order 
No.  57  to  the  effect  that  claims  will  not  be  paid  when  there  is  no  evi- 
dence of  negligence  on  the  part  of  the  carrier,  or,  in  other  words, 
when  there  is  a  clear  record  on  the  cars,  is  merely  a  provision  which 
was  already  in  force  in  extensive  areas  in  the  United  States,  and 
which  was  referred  to  without  disapproval  in  the  commission's 
report  made  last  February.  On  page  544  of  the  commission's  report, 
it  said : 

Claims  for  shortage  of  .crain  in  bulk  will  only  be  paid  when,  after  investiga- 
tion, it  is  demonsti-ated  that  such  shortages  are  the  result  of  wreck  or  defective 
equipment  or  transfer  of  the  grain  by  the  railway  companies  en  route,  or  other 
causes  for  which  the  carrier  is  responsible.  If  claims  for  shortages  are  prop- 
erly payable  as  result  of  the  foregoing  contingencies  they  will  be  paid,  and 
the  claimants  will  not  be  called  upon  to  deduct  the  percentages  from  their 
claims  as  representing  shrinkage.  That  means  that  when  the  record  is  perfect 
claimants  will  not  be  paid. 

That  is  the  effect  of.  General  Order  No.  57  upon  that  point,  and 
exactly  the  same  thing  was  in  effect  upon  a  very  considerable  part  of 
the  mileage  of  the  country,  notably  upon  the  eastern  mileage. 
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Now,  the  same  situation  was  true  as  to  the  large  discretion  given 
of  accepting  hammer  testing  as  proof  of  loss.  In  some  parts  of  the 
country  that  was  accepted;  in  others  it  was  not.  It  was  a  much 
debated  question  as  to  whether  it  was  a  reasonable  and  proper  test, 
and  the  Government  in  some  cases,  through  its  claim  agents,  was 
accepting  that,  and  in  other  cases  they  were  not,  and  the  reasons 
against  it  seemed  very  persuasive,  and  the  Director  General  decided 
that  as  an  interim  rule,  until  some  other  uniform  rule  was  adopted, 
it  would  be  fair  and  reasonable  to  instruct  the  claim  agents  not  to 
accept  that  hammer  testing  as  proof  of  a  defective  condition. 

Senator  Pomerene.  Mr.  Chairman,  I  do  not  like  to  interrupt  the 
witness,  but  he  is  discussing  a  question  which  is  very  important, 
and  if  he  does  not  object  I  would  like  to  ask  him  a  question  in  that 
connection. 

Senator  Townsend.  The  only  trouble  is  that  if  you  do  not  do  it 
now  you  will  never  have  an  opportunity  to  do  it. 

The  Chairman.  The  witness  asked  the  privilege  of  continuing  his 
statement  and  then  having  questions  propounded  to  him  afterwards, 
and  I  would  suggest  that  each  one  do  as  I  see  you  are  doing — take 
notes,  and  as  soon  as  he  is  through  you  can  refer  back  to  the  points 
that  you  want. 

Senator  Pomerene.  That  is  satisfactory. 

Director  General  Hines.  The  same  situation  also  is  true  as  to  leaks 
over  or  through  grain  doors  and  other  leaks  due  to  improper  cooper- 
ing by  shippers.  The  fact  is  that  on  all  those  matters  there  was  a 
divergence  of  view,  and  on  many  railroads  the  very  things  were 
being  done  which  are  prescribed  as  a  rule  of  practice  by  General 
Order  No.  57. 

Now,  I  want  to  call  your  attention  to  this  fact:  That  General 
Order  No.  57  indicated  that  it  was  an  order  relative  to  the  disposition 
of  claims.  As  I  understand  that  order  it  did  not  even  undertake 
to  change  any  rule  of  law.  It  was  merely  a  direction  to  the  freight 
claim  agent  that  as  an  administrative  proposition,  in  passing  upon 
a  claim,  he  should  pursue  a  certain  general  policy.  If  he  turned 
down  a  claim  in  compliance  with  that  order,  and  the  shipper  sued 
on  it,  I  do  not  believe  that  General  Order  No.  57  could  even  be 
offered  as  a  basis  for  the  contention  that  there  had  been  any  change 
in  the  law  or  that  there  had  been  any  attempt  to  change  the  law. 
It  was  merely  an  administrative  instruction  to  the  claim  agent  as  to 
how  to  deal  with  that  situation. 

But  the  shippers  have  claimed — and  of  course  it  is  evident  that 
it  might  create  that  impression — that  it  was  an  effort  to  change  a 
rule  of  law.  and  it  has  already  been  decided  upon  to  modify  the 
order  to  make  it  perfectly  clear  that  it  has  no  such  effect,  that  no 
such  effect  is  attempted,  and  as  I  construe  it  it  never  could  have  been 
given  any  such  effect.  But  that  matter  is  to  be  promptly  cleared  up 
by  a  modification  of  the  order. 

In  that  matter,  as  in  all  others,  as  I  started  out  by  saying,  the 
obligation  of  the  director  general  while  he  is  in  the  temporary 
control  of  these  properties  is  to  render  a  reasonable  and  satisfactory 
public  service,  and  any  proposition  of  that  sort  is  open  to  a  full 
hearing  and  reconsideration  on  its  merits  at  any  time.  And  now 
that  we  have  gotten  away  from  the  war  period  and  are  free  from 
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the  pressure  which  surrounded  us  during  the  war,  and  even  sur- 
rounded us  by  a  sort  of  projection  of  war  conditions  for  some  time 
after  the  armistice  was  signed,  it  is  my  settled  policy  to  reconsider 
all  these  matters,  with  the  enlarged  opportunity  there  is  for  recon- 
sideration, with  a  view  to  meeting  in  every  reasonable  way  any  con- 
tentions that  may  be  proposed  by  the  shippers  or  any  other  part  of 
the  public  that  a  situation  produced  is  unreasonable. 

In  that  connection,  let  mo  sav  that  Mr.  Prouty  recently  requested 
to  be  relieved  of  the  Public  Service  part  of  his  work  and,  for 
that  reason,  a  separation  was  made  between  the  Division  of  Ac- 
counting, and  the  Division  of  Public  Service,  and  Mr.  Max  Thelen, 
who  formerly  was  the  head  of  the  California  railroad  commission, 
has  been  put  in  charge  of  the  Division  of  Public  Service.  He  as- 
sumed that  office  on  Saturday  last. 

So  that  all  of  these  problems  will  now  come  before  a  new  mind 
relieved  of  many  of  the  functions  which  Mr.  Prouty  also  had  to 
perform,  and  there  is  preserved  in  the  organization  the  fullest  oppor- 
tunity for  the  most  thorough  and  impartial  consideration  of  these 
problems  from  a  purely  public-service  standpoint. 

I  desire  to  call  attention,  in  this  connection,  to  a  comment  in  the 
Price  Current  Grain  Reporter,  for  January  22,  1919,  which  quotes  a 
telegram  sent  out  by  J.  S.  Brown,  traffic  manager,  Chicago  Board  of 
Trade.     The  comment  is  as  follows: 

Protest  Ordeb  57. 

On  the  request  of  Henry  L.  Goemann,  whose  activties  have  been  so  gener- 
ously contributed  to  traffic  managers  in  the  interests  of  the  grain  trade,  the  fol- 
lowing telegram  was  sent,  January  15,  to  the  traffic  commissioners  and  others 
interested.  It  was  signed  by  J.  S.  Brown,  traffic  manager,  Chicago  Board  of 
Trade : 

This  is  the  telegram  quoted: 

Wire  Walker  D.  Hines,  Charles  A.  Prouty,  Senator,  and  Congressmen,  respect- 
fully, urging  cancellation  of  Railroad  Administration  Order  57  respecting  loss 
and  damage  claims  on  grain,  which  attempts  to  deprive  shippers  of  established 
legal  rights — to  unlawfully  transfer  to  shippers  the  duty  of  carriers  of  put- 
ting cars  in  good  order  for  receiving  grain  shipments;  to  relieve  carriers 
from  legal  liability  for  furnishing  defective  cars ;  to  relieve  carriers  of  binding 
effect  of  their  bills  of  lading  as  to  quantity  of  grain  received  for  shipment; 
to  unjustly  repudiate  reliability  of  standard  scale  weights  in  settlements  of 
"Claims;  to  relieve  carriers  of  present  legal  liability  as  insurers  of  safe  delivery 
of  grain,  and  to  make  secret  evidence  and  information  of  carriers  the  sole 
test  of  their  liability. 

Senator  Kellogg.  What  is  the  date  of  that  telegram? 

Director  General  Hines.  That  telegram  is  January  15. 

The  Chairman.  Who  sent  it? 

Director  General  Hines.  Mr.  J.  S.  Brown  traffic  manager,  Chicago 
Board  of  Trade,  on  the  suggestion  of  Mr.  Henry  L.  Goemann.  The 
■comment  goes  on: 

The  provisions  of  Order  57  instruct  the  railroads  to  stop  the  coopering  of 
•cars  after  February  1,  1919. 

Now,  it  would  only  take  a  reading  of  the  report  of  the  commission 
in  its  Docket  No.  9009,  and  a  comparison  of  that  report  with  this  tele- 
gram, to  see  that  the  telegram  is  thoroughly  unfair  and  misleading.     A 
person,  to  read  that  telegram,  would  think  that  here  was  a  series  of 
117900— ]  9— VOL  1 55 
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startling  innovations,  which  were  bringing  about  these  radical 
and  absolutely  unjustifiable  changes;  but  it  will  be  seen  from  the 
commission's  report  in  that  case,  that  it  was  the  settled  practice  on 
a  large  part  of  the  mileage  of  this  country  to  do  the  things  which 
are  pointed  out  in  Order  No.  57,  and  the  commission  made  no  con- 
demnation wdiatever  of  those  practices  in  that  report.  I  feel  that 
that  is  a  very  unfair  and  misleading  telegram,  and  it  suggests' to 
my  mind  a  deliberate  purpose  to  establish  propaganda  to  create  an 
erroneous  impression  as  to  the  situation  relating  to  General  Order 
No.  57. 

There  is  one  other  matter,  somewhat  related,  that  I  want  to  men- 
tion, and  that  is  the  payment  of  claims  for  loss  and  damage  to 
freight  and  for  overcharge  on  freight.  I  have  been  in  contact  with 
the  railroad  business  for  a  great  many  years,  and  I  have  always 
thought  that  one  of  the  great  evils  of  railroad  administration  was 
the  slowness  with  which  claims  were  handled,  I  have  felt  that  there 
was  room  for  important  reform  in  that  direction.  Undoubtedly 
under  war  conditions  the  Railroad  Administration  had  no  reason- 
able opportunity  to  put  such  reforms  into  practice.  The  loss  and 
damage  and  the  overcharges  were  likely  to  be  greater  because  of 
the  conditions  of  pressure  under  which  the  railroad  business  had 
to  be  conducted  during  the  war  and  because  of  the  loss  to  such  a 
great  extent  of  experienced  employees  through  the  operation  of  the 
draft,  through  voluntary  enlistments,  and  through  men  going  into 
other  lines  of  business  where  the  pay  was  higher.  Consequently  from 
that  standpoint  there  were  more  claims  and  more  difficulties.  On  the 
other  hand,  exactly  the  same  difficulties  operated  upon  the  claim 
forces  themselves,  and  the  railroads  were  handicapped  in  having 
these  matters  satisfactorily  handled  in  their  claim  organizations. 
But  notwithstanding  all  those  difficulties,  all  the  information  we  can 
get  up  to  the  present  time  is  that  such  claims  have  been  better  han- 
dled, even  under  war  conditions,  by  the  Eailroad  Administration 
than  they  were  handled  b}^  the  railroad  companies  prior  to  the  war. 
I  am  satisfied  that  in  this  matter  it  is  a  case  of  distance  lending  en- 
chantment. I  have  never  heard  anybody  enthuse  over  the  way  the 
railroad  companies  handled  claims,  and  I  think  the  impression  that 
has  temporarily  grown  up  here  that  the  way  the  railroad  companies 
handled  claims  was  better  than  the  way  the  Eailroad  Administration 
handled  them  is  erroneous  and  is  based  on  that  tendency  to  feel  the 
disadvantages  you  have  got  and  to  forget  the  disadvantages  you  used 
to  have. 

We  have  obtained  a  report  from  16  representative  railroads  as 
to  the  way  claims  were  handled  in  1917  and  1918,  comparatively. 
We  find  that  in  1918  there  was  an  increase  of  151.000  in  the  number 
of  claims  presented,  as  compared  with  1917,  and  that  would  not  be 
unnatural  on  account  of  the  increased  difficulties.  The  claims  pre- 
sented on  these  16  railroads  in  1917  amounted  to  2,358,000.  The 
claims  presented  in  1918  were  2.510,000.  Now,  the  claims  paid 
showed,  however,  an  increase  of  206,000.  The  claims  paid  in  1917 
were  2,161,740.  The  claims  paid  in  1918  were  2.368,432.  an  increase 
of  206,692.  So  that  taking  those  16  railroads,  whicli  are  all  from 
which  we  have  been  able  to  receive  reports  at  the  moment,  there  is 
a  more  favorable  showing  for  1918  in  the  number  of  claims  disposed 
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of  than  there  was  in  1917,  considering  the  number  of  claims  pre- 
siented. 

Senator  Townsend,  Will  you  give  me  again,  Mr.  Hines,  the  num- 
ber of  claims  that  were  presented  in  1917? 

Director  General  Hines.  On  those  16  roads  there  were  2,358,655. 

Senator  Townsend.  And  how  many  were  paid? 

Director  General  Hines.  2,161,740." 

Senator  Eobinson.  The  claims  paid  that  year  did  not  represent 
the  claims  filed  that  year,  of  course  ? . 

Director  General  Hines.  No.  Of  course  there  was  a  carry-over. 
A  great  many  claims  were  pending  at  the  beginning  of  the  year  and 
a  great  many  at  the  end  of  the  year. 

Senator  Robinson.  I  suppose  the  Senator  understands  that? 

Senator  Townsend.  Oh,  yes. 

Director  General  Hikes.  Would  you  like  the  nimibor  of  claims  pre- 
sented in  1918,  Senator  Townsend? 

Senator  Townsend.  Indeed,  I  would. 

Director  General  Hines.  In  1918  there  were  2,510,201  claims  pre- 
sented and  2,368,432  claims  paid.  Now,  as  I  say.  under  war  condi- 
tions I  would  not  expect  a  marked  improvement,  and  I  do  not  claim 
that  that  is  a  marked  improvement.  I  do  claim  that,  considering 
the  great  and  unusual  difficulties  of  the  war,  it  is  a  situation  that  is 
not  subject  to  criticism,  and  it  tends  to  refute  the  idea  that  seemed 
to  be  suggested  here  that  the  situation  was  worse  than  it  was  under 
private  management.  On  the  contrary,  I  think  it  was  better.  But  I 
do  not  want  the  committee  to  get  the  impression  that  I  regard  that 
as  a  good  showing.  I  think  one  of  the  greatest  public  services  Avhich 
the  Railroad  Administration  can  render,  and  one  of  the  things  which 
will  give  the  greatest  satisfaction  to  the  people,  is  the  development 
of  reforms  which  will  bring  about  a  prompt  settlement  of  claims; 
and  it  will  be  my  purpose  to  try  to  accomplish  that  object  or  to 
move  as  fnr  toward  it  as  may  be  practicable  in  the  time  under  Federal 
control. 

The  Chairman.  Were  those  16  roads  pretty  well  distributed  over 
the  country? 

Director  General  Hines.  I  will  read  you  the  names  of  them. 
The  railroads  which  make  up  the  16  in  question  are  the  Atchison, 
Topeka  &  Santa  Fe,  the  Atlantic  Coast  Line,  the  Baltimore  &  Ohio, 
the  Chicago,  Burlington  &  Quincy.  the  Chicago,  Rock  Island  & 
Pacific,  the  Chicago  &  North  Western,  the  Chesapeake  &  Ohio,  the 
Illinois  Central,  the  Lehigh  Valley,  the  Missouri  Pacific,  the  New- 
York  Central,  the  Norfolk  &  Western,  the  Pennsylvania  Lines  east, 
the  Pennsylvania  Lines  west,  the  Terminal  Railroad  of  St.  Louis,  and 
the  Wabash.    They  make  the  16. 

I  want  now  to  refer  to  General  Order  No.  18,  which  deals  with  the 
venue  of  suits ;  and,  of  course,  that  also  covers  General  Order  No.  18-A. 
which  was  a  slight  modification  of  that.  In  that  connection  I  will 
read  a  memorandum  from  the  division  of  law  which  presents  the 
situation  that  confronted  the  Railroad  Administration  at  the  time 
that  order  was  entered. 

Senator  Tho:\ipson.  What  is  the  number  of  that  order? 
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Director  General  Hines.  General  Order  No.  18.  I  give  the  memo- 
randum : 

"  Shortly  after  Federal  control  the  attention  of  the  division  of  law 
was  brought  to  the  fact  that  suits  were  being  instituted  against  car- 
riers under  Federal  control  at  points  far  removed  from  the  place 
where  the  cause  of  action  accrued,  or  where  the  plaintiff  resided  at 
the  time  of  the  accrual  of  the  cause  of  action.  This  necessitated  the 
taking  of  operating  employees  away  from  their  duties  for  a  pro- 
tracted length  of  time,  seriously  impairing  the  efficiency  in  operation. 

"As  the  shortage  of  man  power  became  more  pronounced,  the  effi- 
ciency in  operation  was  affected  accordingly.  The  following  are 
some  of  the  cases  brought  to  our  attention  in  suits  against  the 
Illinois  Central  Railroad  Co.  in  the  State  of  Minnesota  on  causes  of 
action  originating  in  foreign  jurisdictions:  Thirteen  cases  in  which 
the  plaintiff  resided  in  the  State  of  Kentucky,  18  cases  in  which  the 
plaintiff  resided  in  the  State  of  Illinois,  6  cases  in  which  the  plaintiff' 
resided  in  the  State  of  Tennessee,  9  cases  in  which  the  plaintiff  resided 
in  the  State  of  Iowa,  1  case  in  which  the  plaintiff  resided  in  the  State 
of  Mississippi. 

"  In  the  defense  of  these  actions  the  aggregate  amount  claimed  was 
approximately  $1,350,000.  The  Illinois  Central  Railroad  Co.  was 
compelled  to  lay  out  large  sums  of  money  in  transporting  its  wit- 
nesses from  the  locality  where  the  injuries  occurred,  which  could 
have  been  avoided,  it  is  believed,  had  the  cases  been  brought  in  the 
State  where  the  cause  of  action  accrued. 

"  On  March  16,  1918,  the  then  general  counsel  of  the  Chicago,  Mil- 
Avaukee  &  St.  Paul  Railway  Co.  transmitted  a  memorandum  with 
respect  to  the  practices  of  certain  attorneys  in  bringing  suits  against 
carriers  in  jurisdictions  far  removed  from  that  where  the  cause  of 
action  arose  or  where  the  plaintiff  resided,  and  advised  that  he  was 
■entirely  safe  in  the  statement  that  the  condition  as  outlined  obtained 
in  respect  of  every  company  of  any  considerable  mileage  in  the  West 
and  Northwest. 

"  Briefly  this  memorandum  advises  that  for  years  it  has  been  the 
practice  of  attorneys  operating  in  Minnesota  to  employ  traveling 
solicitors  to  go  about  the  country  and  solicit  actions  for  damages  and' 
for  death  or  injury.  These  solicitors  are  furnished  literature  show- 
ing the  results  of  claims  handled  by  attorneys  and  forms  of  agree- 
ments for  employment.  Their  field  of  operations  extended  from 
Chicago  to  the  Pacific  coast.  Tliese  solicitors  operated  in  conjunc- 
tion with  local  agents  or  solicitors  who  were  frequently  paid  em- 
ployees of  the  railroad.  This,  of  course,  accounts  for  the  fact  that 
these  suits  were  brought  in  Minnesota  by  plaintiffs  residing  in  juris- 
dictions far  removed.  Tlie  suits  are  generally  brought  in  a  jurisdic- 
tion where  conditions  are  favorable  for  securing  large  verdicts,  and, 
indeed,  the  practice  resulted  in  such  a  great  congestion  in  the  courts 
in  Minnesota  that  efforts  were  made  by  the  State  bar  association 
to  amend  the  statutes  in  respect  to  venue  so  that  such  suits  could 
not  be  brought  in  that  State.  Some  courts  even  declined  to  try  for- 
eign cases  until  suits  of  residents  were  first  disposed  of.  The  Legis- 
lature of  Iowa  passed  a  statute  in  1917  Avhich,  if  valid,  makes  it 
unlawful  for  a  citizen  of  Iowa  having  a  cause  of  action  arising  within 
the  State  to  bring  suit  in  the  courts  of  another  State.    In  1917  there 


EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS.         869 

were  in  the  State  of  Minnesota  38  suits  brought  aijainst  the  St.  Paul 
Co.  upon  causes  of  action  arising  in  Wisconsin,  Illinois,  Iowa,  South 
Dakota,  and  Montana  by  plaintiffs  who  were  nonresidents  of  Min- 
nesota. A  typical  illustration  is  given  as  follows:  In  November, 
1917,  a  collision  occurred  at  Sioux  City,  Iowa,  in  which  an  engineer 
was  killed  and  the  fireman  was  injured.  Both  men  resided  in  Sioux 
City.  It  was  a  case  of  liability  of  the  railroad  company.  While  the 
injured  fireman  was  in  the  hospital  at  Sioux  City  he  was  called  upon 
by  numerous  persons  and  urged  to  place  his  case  in  the  hands  of  a 
firm  of  attorneys,  and  authorize  them  to  begin  suit  in  Minnesota. 

"  Within  the  past  three  or  four  years  this  practice  has  been  exposed 
by  the  newspapers  of  the  States  of  Minnesota  and  Nebraska,  advising 
the  public  of  the  extent  to  which  their  local  courts  were  burdened  by 
litigation  from  other  States,  with  the  consequent  burden  on  the  tax- 
payer of  the  State.  Similar  practice  obtained  in  respect  to  claims 
for  live  stock  delayed  in  transit.  Not  infrequently  suits  were  filed 
in  separate  jurisdictions  based  on  the  same  cause  of  action. 

"  President  Sproul,  of  the  Southern  Pacific  Co.,  on  March  30,  1918, 
recommended  that  the  Government  require  that  suits  for  personal 
injuries  should  be  brought  in  the  State  where  the  injuries  were  sus- 
tained. The  then  general  counsel  of  the  Southern  Pacific,  Mr.  Wil- 
liam F.  Herrin,  advised  that  52  suits  had  been  filed  at  El  Paso,  Tex., 
for  personal  injuries:  Thirty-one  were  for  injuries  sustained  in  Cali- 
fornia, 12  were  for  injuries  sustained  in  Arizona,  8  were  for  injuries 
sustained  in  New  Mexico,  1  was  for  injuries  sustained  in  Nevada. 

"  Thirty  of  the  cases  were  tried,  and,  because  of  the  great  distances 
of  the  residences  of  the  witnesses  to  the  accidents  from  the  places  of 
trial,  extraordinary  expenses  were  incurred  in  securing  their  at- 
tendance, aggregating  nearly  $16,000.  Because  of  the  conditions  at 
El  Paso  it  was  found  necessary  for  the  railroad  to  send  special 
counsel,  fees  and  expenses  of  which  amounted  to  over  $11,000,  making 
the  total  of  expenses  of  witnesses  and  counsel  approximately  $27,000. 
Had  these  cases  been  brought  in  the  State  where  the  injuries  were 
sustained  there  would  probably  have  been  less  than  one-third  of  this 
expense,  aside  from  the  inconvenience  and  impairment  to  the  service 
by  taking  employees  away  from  their  work  for  a  long  time." 

It  was  apparent  to  the  Division  of  Law  that  there  was  a  real 
evil  which  was  working  adversely  to  the  interests  of  the  United 
States.  Of  course,  this  matter,  in  effect,  had  relation  only  to  causes 
of  action  arising  against  the  United  States,  and  certainly  they  Avere 
the  cases  that  the  United  States  was  interested  in ;  and  for  the  United 
States  Government  which,  while  operating  the  railroads  would  con- 
sent to  be  sued  as  a  citizen,  to  permit  itself  unnecessarily  to  be  sued 
so  far  away  from  the  place  where  the  plaintiff  resided  and  where  the 
cause  of  action  accrued  with  consequent  interference  with  the  conduct 
of  the  railroads,  seemed  an  unreasonable  condition.  The  Division  of 
Law  urged  the  conclusion  that  under  section  10  of  the  Federal  control 
act  that  was  a  situation  which  could  be  dealt  with,  and  General 
Order  No.  18  was  issued  in  consequence. 

General  Order  No.  18  puts  the  matter  largely  on  the  basis  of  war 
conditions,  that  the  interference  with  the  operation  of  trains  was  so 
serious  as  to  justify  the  order.  Of  course  that  condition  no  longer 
prevails.    My  own  view  about  that,  gentlemen,  is  this:  That  if  it  is 


870         EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS. 

reasonable  to  saj'  that  under  the  Federal  control  act  the  President 
has  the  power  to  deal  with  that  situation,  it  is  perfectly  fair  to  the 
Unied  States  to  deal  with  it  in  a  reasonable  way,  even  under  peace 
conditions,  to  prevent  these  extreme  cases. 

It  might  well  be  that  the  order,  as  it  stands,  is  unnecessarily  restric- 
tive, and  that  it  ought  to  be  allowed  to  permit  of  greater  latitude  in 
the  bringing  of  suits,  while  at  the  same  time  avoiding  these  extreme 
cases. 

Senator  Lewis.  If  it  will  not  interrupt  you,  Mr.  Director  General, 
let  me  give  you  an  instance  of  the  evils  that  have  been  brought  to  my 
attention.  T  have  been  the  recipient  of  some  complaints  m  this  re- 
gard, and  I  have  no  doubt  my  colleagues  on  this  committee  have  also 
been  the  recipients  of  like  communications.  It  seems  that  Mr.  Davies 
Warfield,  of  the  city  of  Baltimore,  State  of  Maryland,  with  thirteen 
others,  brought  suit  in  the  State  of  New  York,  where  none  of  the 
j)laintiffs  was  a  resident,  in  behalf  of  certain  security  holders,  against 
the  railroads  based  upon  conduct  which  happened  in  the  city  of 
Washington,  which  you  will  note  was,  therefore,  neither  the  home  of 
the  i^laintiffs  nor  the  place  where  the  wrong  occurred ;  and  that  action 
is  proceeding  along  in  New  York ;  and  it  is  claimed  that  under  your 
orders,  the  security  holders  may  bring  suit  wherever  they  please,  in 
whatsoever  court,  which  is  favorable  to  them,  whereas  other  litigants 
are  denied  that  privilege.  That  discriminatory  feature  has  been 
pointed  out  to  me.  Now,  do  you  not  think  that  order,  if  that  be  true, 
should  be  made  so  broad  as  to  cover  all  classes  of  litigants? 

Director  General  Hikes.  I  will  say,  Senator,  that  the  theory  of  the 
order  was  largely  to  prevent  interference  witli  the  orderly  conduct  of 
the  railroad  business  due  to  taking  railroad  employees  a  great  dis- 
tance away  for  the  purpose  of  testifying.  The  sort  of  litigation  that 
would  likely  arise  between  a  security  holder  and  the  corporation 
would  not  involve  the  necessity  for  the  attendance  of  employees  of 
the  character  the  order  was  intended  to  cover,  so  the  reason  which 
underlay  the  order  would  not  obtain  in  such  a  case.  I  think,  however, 
the  order  should  be  thoroughly  reviewed  in  the  light  of  peace  condi- 
tions. If  the  President  has  not  the  power  under  peace  conditions  to 
make  such  an  order,  it  should  not  be  permitted  to  remain  in  force; 
but  if  it  be  fairly  construed  that  the  power  does  vest  in  the  President 
in  that  respect,  it  seems  to  me  perfectly  fair  for  the  President  so  to 
exercise  that  discretion  as  to  prevent  the  United  States  Government 
in  e^ect  being  made  to  respond  in  these  cases  at  unnecessarily  remote 
distances  from  where  the  plaintiff  may  reside  and  where  the  cause  of 
action  may  accrue.  I  am  frank  to  say  that  that  order  having  been 
based,  as  it  was.  on  war  conditions,  is  a  matter  which  should  receive 
the  most  thorough  consideration  at  the  present  time ;  but  I  want  to  put 
before  the  committee  the  fact  that  there  was  a  very  real  and  substan- 
tial evil  that  confronted  the  Railroad  Administration  in  that  regard 
under  war  conditions. 

Now.  I  want  to  refer  to  General  Order  No.  43,  which  deals  with 
garnishments.  The  situation  there  is  that  the  moneys  in  the  hands 
of  the  railroads  are  the  moneys  of  the  United  States;  and  it  is  a 
serious  question  whether,  under  the  language  of  the  Federal  control 
act,  they  are  subject  to  garnishment  at  all,  unless  there  should  be 
an  express  authority  to  permit  them  to  be  subject  to  garnishment. 
In  fact,  before  General  Order  No.  43  was  issued  TTnited  States  Dis- 
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trict  Judge  Wilbur  F.  Booth,  of  Minneapolis,  had  held  that  these 
garnishment  proceedings  were  contrary  to  the  Federal  control  act, 
so  that  there  was  developing  a  confused  situation — the  danger  that 
many  courts  would  hold  one  way  and  many  courts  would  hold  the 
other.  What  General  Order  No.  43  did  was  to  put  into  effect  as  to 
the  Railroad  Administration  substantially  what  I  understand  is 
the  practice  as  to  all  Government  employees.  I  do  not  understand 
that  their  wages  are  subject  to  garnishment,  and  the  matter  of  their 
relations  with  their  creditors  is  a  matter  to  be  supervised  by  the 
heads  of  the  departments.  And  before  issuing  this  order  we  care- 
fully considered  what  was  the  practice  in  other  branches  of  Govern- 
ment work.  We  felt  there  was  a  very  strong  analogy.  The  moneys 
in  the  hands  of  the  Federal  treasurers  of  the  railroads  was  just  as 
much  Government  money  as  the  moneys  in  the  hands  of  any  dis- 
bursing officer  of  the  Government,  and  we  felt  that  there  was  an 
analogy  there  which  we  could  fairly  follow  out;  and  General  Order 
No.  43  was  issued,  in  the  first  place,  to  do  away  with  this  difference 
of  opinion  as  to  whether  garnishments  could  be  obtained  or  not  and 
to  establish  a  uniform  rule;  and,  in  the  second  place,  to  put  into 
effect  substantially  the  same  rule  that  applied  in  other  Government 
departments. 

At  this  point  I  want  to  refer  to  General  Order  No.  50.  That  refers 
to  suits  brought  against  the  Director  General.  There,  again,  we  had 
a  situation  which  was  developing  confusion.  Of  course,  General  Order 
No.  50  is  designed  to  deal  with  certain  classes  of  cause  of  action  that 
arise  against  the  Government  while  the  Government  is  in  control  of 
the  railroads,  causes  of  action  for  which  the  Government  is  liable  and 
for  which  the  corporation  is  not  liable.  Claims  were  beginning  to 
be  made  in  various  parts  of  the  country  that  the  corporation  itself 
was  not  liable  for  a  cause  of  action  arising  against  the  Govern- 
ment while  it  was  in  control,  and  plaintiffs  were  being  embarrassed 
because  they  were  not  certain  where  they  were  going  to  come  out  if 
they  sued  the  corporation.  It  seemed  a  reasonable  rule,  and  really 
in  the  interest  of  plaintiffs — and  it  did  not  have  any  relation  to  any- 
thing else  or  cause  any  disturbing  factors — to  provide  that  where 
these  causes  of  action  arose  against  the  Government,  in  effect  that 
suit  should  be  brought  against  the  Director  General.  It  still  left 
plaintiffs  free  to  sue,  just  as  they  could  sue  before,  and  to  make  serv- 
ice of  process  on  the  local  railroad  agents,  just  as  they  could  make 
it  before.  It  did  not,  as  we  see  it,  impair  the  rights  of  plaintiffs 
at  all,  but  it  cleared  up  the  situation  by  making  it  perfectly  clear 
that  they  would  have  a  procedure  that  would  be  free  from  attack. 
Of  course,  that  does  not  apply  to  suits  brought  against  the  corpora- 
tion for  causes  of  action  arising  prior  to  Federal  control.  Those 
would  be  brought  as  heretofore;  but  as  to  suits  arising  under  Fed- 
eral control,  where  it  was  perfectly  clear  that  the  corporation  was  in 
no  way  liable,  it  was  believed  that  it  was  in  the  interest  of  the  plain- 
tiffs themselves  to  give  them  a  clear-cut  procedure;  and  General 
Order  No.  50,  so  far  as  I  understand  it,  does  not  embarrass  their 
opportunity  to  sue  in  any  locality.  Of  course,  that  is  affected  by 
General  Order  No.  18,  which  I  have  already  explained. 

Senator  Townsend.  We  have  not  those  orders  printed  and  before 
us  yet? 

The  Chairman.  No;  I  think  not. 


872         EXTENSIOI!r   OF   GOVERNMENT   CONTROL   OF  RAILROADS. 

Director  General  Hines.  Senator,  I  could  let  you  look  at  any  order 
you  wish  to  see. 

Senator  Town  send.  I  would  like  to  have  General  Orders,  Nos.  50 
and  18. 

Senator  Thompson.  There  was  some  order  about  suing  both  the 
director  general  and  the  corporation. 

Director  General  Hines.  That  is  entirely  unnecessary.  I  should 
not  think  it  would  affect  the  situation  one  way  or  the  other,  except 
the  corporation  would  not  seem  to  be  a  necessary  party  to  the  suit. 
At  any  rate,  if  the  suit  is  brought  against  the  director  general  the 
plaintiff  has  a  clear-cut  propedure. 

Senator  Thompson.  The  railroad  company  is  represented  by  the 
same  counsel  as  the  director  general,  is  it  not? 

Director  General  Hines.  No.  Where  the  cause  of  action  has 
arisen  since  Federal  control,  in  matters  to  which  General  Order 
No.  50  relates,  the  corporation  has  no  interest.  The  charge  is  an 
operating  cost,  and  if  the  corporation  is  a  party  it  is  merely  a 
nominal  party.  If  the  corporation  did  have  an  interest,  it  presum- 
ably would  have  a  different  interest  from  that  of  the  Railroad  Ad- 
ministration, and  in  that  event  it  should  be  represented  by  different 
counsel,  because  the  counsel  on  the  pay  roll  of  the  Railroad  Adminis- 
tration is  supposed  to  represent  only  the  interests  of  the  Government 
in  the  operation  of  the  railroads. 

Now,  I  want  to  refer  to  the  attitude  of  the  Railroad  Adminis- 
tration toward  payment  of  judgments. 

Senator  Lewis.  You  have  referred  with  considerable  stress  to 
those  personal-injury  actions  brought  in  counties  or  jurisdictions 
where  neither  the  plaintiff  lives  nor  the  cause  of  action  arises;  but 
the  complaints  coming  to  me — of  course,  I  can  not  speak  for  the  other 
members  of  the  committee — are  not  from  those  interested  in  personal- 
injury  litigation  but  from  shippers.  The  shipper  says  this  is  what 
happens  to  him :  That  he  lives,  for  instance,  in  county  A,  and  that  he 
must  bring  suit  in  county  B.  He  does  not  live  there,  and  the  rail- 
road company  does  not  have  its  headquarters  there;  and  he  claims 
that  under  this  order  he  can  not  sue  to  recover  for  loss  caused  to  him 
in  shipment.  Are  you  aware  of  that  difficulty,  sir,  that  that  order 
has  influenced  and  operated  against  that  shipper  to  such  an  extent 
that  he  claims  he  can  no  longer  bring  suit  in  any  place  where  he  is 
either  accessible  to  his  own  court  or  to  his  witnesses  ? 

Director  General  Hines.  Senator,  that  particular  aspect  of  that 
matter  had  not  been  brought  to  my  attention  prior  to  what  was  said 
about  it  at  the  hearings  here  a  few  days  ago.  I  think  it  is  perfec'' 
clear  that  all  that  the  director  general  ought  to  attempt  to  do  . 
this  matter,  assuming  that  he  has  the  discretion  to  deal  with  it, 
is  to  prevent  these  extreme  cases  of  unjustifiably  remote  litigation; 
and  in  any  reasonable  way  the  director  general  ought  to  facilitate 
rather  than  obstruct  the  channels  of  litigation ;  and  I  think  it  would 
be  a  great  mistake  to  adopt  any  other  course,  and  I  was  not  aware 
that  the  order  would  have  the  operation  you  have  spoken  of.  In- 
deed, in  all  my  connection  with  the  Railroad  Administration  there 
had  never  been  brought  to  my  attention  any  complaint  against  the 
practical  working  of  that  order  until  I  saw  in  the  last  few  days 
some  discussion  of  the  subject  before  the  Senate  committee;  but, 
undoubtedly,  it  is  one  of  those  things  which  ought  to  be  put  fairly 
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and  squarely  on  the  basis  that  it  is  to  correct  only  demonstrable  cases 
of  injustice  and  to  leave  the  public  free  to  every  reasonable  opportu- 
nity to  litigate  these  matters  as  it  sees  fit.  Certainly  the  Railroad 
Administration  can  gain  nothing  but  failure  by  trying  to  obstruct 
that  opportunity. 

Now,  I  wanted  to  refer  to  the  discussion  which  has  taken  place 
here  as  to  the  attitude  of  the  Railroad  Administration  toward  the 
payment  of  judgments.  The  operating  property  of  the  railroads  is  in 
the  possession  of  the  Government,  and  the  moneys  which  arise  cur- 
rently from  operation  are  the  property  of  the  Government.  There- 
fore, neither  that  money  nor  that  property  can  be  the  subject  of 
attachment,  and  that  is  the  express  policy  of  the  Federal  control 
act. 

When  we  come  to  deal  with  this  question  of  judgments,  it  is 
important  to  bear  in  mind  that  there  are  only  two  distinct  classes  of 
judgment  with  two  distinct  methods  of  treatment:  One  is  judgments 
which  may  have  been  obtained  against  the  corporation  for  a  cause 
of  action  arising  prior  to  Federal  control,  for  which  the  corporation 
only  is  liable;  and  the  other  is  judgments  which  may  have  been  ob- 
tained either  against  the  corporation  or  against  the  Director  General 
for  causes  of  action  which  have  arisen  since  Federal  control,  and, 
for  which,  therefore,  the  Government  is  liable. 

Now,  as  to  the  first  class  of  cases,  the  corporation  occupies  this  posi- 
tion: There  is  a  judgment  against  the  corporation;  the  corporation's 
property  is  out  of  its  hands.  The  Federal  control  act  says  that  prop- 
erty shall  not  be  subject  to  attachment.  The  Director  General  has 
no  legal  power  to  say  to  that  corporation  that  it  must  pay  that  lia- 
bility, which  is  a  prior  liability.  It  is  not  a  liability  of  the  Director 
General's ;  it  is  a  liability  of  the  corporation.  It  may  be  that  at  times 
the  corporations  have  been  disposed  to  try  to  take  some  advantage  of 
that  situation  and  to  go  on  the  idea  that  the  plaintiffs  can  whistle  for 
their  money  because  the  property  can  not  be  attached,  being  in  the 
hands  of  the  Government,  and  the  plaintiffs  can  not  find  any  other 
property  that  may  be  attached.  As  I  look  at  that,  the  Director 
General  has  no  legal  power  over  that  situation;  but  I  am  perfectly 
clear  in  my  own  mind  that  he  ought  to  exercise  every  power  of  moral 
suasion  that  he  has  to  make  the  corporation  pay  the  judgment  against 
it,  and  not  to  add  in  any  way  to  any  advantage  which  the  technical 
situation  of  the  statute  may  accidently  give  the  corporation;  and  if 
through  a  persuasive  policy  he  can  persuade  the  corporation  to  pay 
the  debt,  or  if  through  giving  information  to  the  plaintiff  he  can 
enable  the  plaintiff  to  find  something  to  attach,  I  think  it  is  the 
Director  General's  duty  to  do  it.  I  do  not  think  the  corporation 
ought  to  profit  in  that  way  by  Federal  control  and  by  the  mere  fact 
that  the  property  is  out  of  its  possession  for  a  public  purpose^ 
embarrass  a  plaintiff  in  collecting  a  judgment  which  that  plaintiff 
could  have  collected  if  the  property  had  remained  under  private 
control. 

Senator  Cummins.  Mr.  Hines,  have  you  thought  of  this  situation : 
That  in  such  cases  the  Director  General  ought  to  be  authorized  to 
withhold  from  the  compensation  of  the  railroads  the  amounts  of  these 
judgments  rendered  before  the  Director  General  took  possession?  I 
have  an  instance  in  mind  in  which  there  is  seemingly  no  way  to  secure 
the  paj^ment  of  a  final  judgment  that  had  been  rendered  against  a 
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company  before  the  Government  took  possession.  Now,  why  should 
not  the  Government  deduct  the  amount  of  such  judgment  from  the 
compensation  that  is  to  be  paid  to  that  railway  company  ? 

Director  General  Hines.  Senator,  I  had  not  thought  out  that  mat- 
ter. No  specific  case  of  hardship  has  been  brought  to  my  attention 
where  I  could  see  all  the  facts.  I  saw  some  discussion  of  it  here  and 
I  had  heard,  in  a  general  way,  that  there  were  hardships  of  that 
sort. 

Senator  Cummins.  I,  myself,  brought  to  the  attention  of  the  Rail- 
road Administration  one  case — and  a  very  flagrant  case — and  Judge 
Payne  took  the  position  that  while  he  was  entirely  in  sympathy  with 
the  effort  of  the  plaintiff  to  get  his  money — I  do  not  charge  him  with 
any  indifference  in  that  respect — but  he  saw  no  way  in  which  he  could 
do  anything  except  to  suggest  to  the  company  that  it  was  good  morals 
to  pay  its  debts. 

Director  General  Hikes.  Well,  Senator,  I  would  like  to  think  over 
that  suggestion  of  yours.  I  will  say  it  seems  to  me  that  we  ought  to 
be  able  to  find  a  way,  as  things  now  stand,  to  make  it  practicable  to 
collect  such  a  judgment. 

Senator  Cummins.  I  think  there  is  a  way. 

Senator  Robinson.  Does  the  Federal  control  act  authorize  the  pay- 
ment of  such  judgments? 

Senator  Cummins.  I  am  not  sure ;  but  when  the  Government  takes 
property  away  from  the  companies,  which  represents  the  only  way 
for  a  plaintiff  to  get  his  money,  the  Government  should  furnish  some 
other  remedy  through  which  a  judgment  creditor  could  get  his 
money. 

Director  General  Hines.  I  want  to  think  that  over.  Senator,  and 
I  will  answer  it  before  I  finish  before  the  committee,  because  I  am 
in  entire  sympathy  with  the  proposition  that  a  way  ought  to  be 
found  to  prevent  the  corporation  from  taking  advantage  of  a  situa- 
tion of  that  sort. 

Senator  Kellogg.  Are  there  many  cases  where  the  corporations 
refuse  to  pay  judgments?  And  what  is  the  reason  for  that  refusal? 
Have  they  no  money,  or  what  is  the  reason  ? 

Director  General  Hines.  None  of  those  cases  has  been  presented 
to  me  personally.  Senator,  and  I  was  just  responding  to  the  general 
discussion  that  has  taken  place  here  in  the  last  few  days  on  that  sub- 
ject, and  explaining  my  point  of  view.  I  do  not  undertake  to  say 
that  some  corporations  have  not  taken  that  position,  but- 1  certainly 
think  I  would  have  have  heard  of  it  if  it  had  been  at  all  general. 
That  is,  hoAvever,  a  surmise. 

Senator  Lewis.  Is  there  any  order  issued  by  your  department  for- 
bidding the  employees  of  the  railroads  to  obey  the  courts  in  matters 
of  mandamus  against  stockholders  in  the  companies,  and  forbidding 
information  being  given,  such  as  information  from  the  books  of 
transactions  arising  before  the  United  States  took  charge  of  these 
railroads? 

Director  General  Hines.  I  am  not  aware  of  any  such  order.  I  do 
not  believe  there  is  any  order  that,  by  any  possibility,  could  be  sub- 
jected to  that  construction.  If  there  is,  it  certainly  should  be  so 
■changed  as  to  remove  the  possibility  of  that  construction. 

Now,  coming  to  the  other  class  of  cases,  and  that  is  where  the 
judgment  is  rendered  either  against  the  corporation  or  against  the 


EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS.         875 

Director  General  for  a  cause  of  action  accruing  during  Federal  con- 
trol, and  in  which  the  Federal  Government  is,  therefore,  liable,  it  is 
perfectl,y  clear  to  me  that  those  judgments,  when  final,  ought  to  be 
paid.  Of  course,  the  plaintiff  is  not  entitled  to  attach  or  not  entitled 
to  have  execution  on  the  property  in  the  hands  of  the  Government; 
but  I  think  the  fact  that  the  plaintiff  is  under  that  disability  ought 
not  in  any  way  to  impair  his  right,  which  is  perfectly  clear  under 
the  general  policy  of  the  Federal  control  act,  to  collect  his  judgment 
when  the  ordinary  legal  processes  have  been  resorted  to. 

I  have  asked  the  Division  of  Law,  and  it  tells  me  it  is  not  advised 
of  any  instance  where  there  has  been  any  failure  to  pay  in  full  any 
judgment  finally  rendered.  The  suggestion  is  made,  however,  that 
it  is  not  impossible  that  some  legal  representatives  of  the  Railroad 
Administration  in  a  locality  may  have  used  some  such  argument  in 
attempting  to  discourage  a  plaintiff  from  asserting  his  right  of  suit, 
or  attempting  to  get  a  compromise,  and  I  can  readily  see  how  the  situ- 
ation of  the  statute  might  bring  about  a  condition  of  that  sort ;  and 
my  thought  is  that  there  should  be  and  must  be  a  clear-cut  statement 
of  policy  by  the  Railroad  Administration  in  that  matter,  so  that 
plaintiff's  shall  not  be  subjected  to  uncertainty  with  respect  to 
whether  they  will  be  able  to  collect  a  judgment  or  be  put  in  a  position 
where  they  feel  forced  to  refrain  from  attempting  to  invoke  the  legal 
process  which  the  statute  indicates  they  have  a  right  to  resort  to. 

That  is  a  matter  which  had  not  been  brought  to  my  attention  at  all 
until  it  came  up  here  in  the  last  few  days.  My  own  mind  is  entirely 
clear  on  that;  that  it  is  the  theory  and  the  purpose  of  the  Federal 
control  act  that  legal  process  may  be  resorted  to  in  order  to  assert 
claims  against  the  Government  while  it  is  operating  the  railroads 
and  that  when  those  processes  are  invoked  and  final  judgment  is 
obtained  that  the  Government  should  pay  that  judgment,  and  my 
idea  is  to  see  that  that  is  made  entirely  clear. 

Now,  Mr.  Chairman,  having  made  this  lengthy  digression  to  dis- 
cuss these  problems,  I  want  now  to  return  to  my  written  statement. 
At  this  point  in  my  statement  I  wish  merely  to  make  it  clear  that  I 
regard  the  methods  which  the  Railroad  Administration  adopted  dur- 
ing the  war  period  as  all  open  to  reconsideration,  so  as  to  make 
sure  that  they  are  adapted  to  peace  conditions,  and  the  Railroad 
Administration  organization  is  working  heartily  to  that  end.  I 
think  the  clearest  self-interest  dictates  the  policy  I  have  outlined. 
There  is  no  more  difficult  governmental  undertaking  in  this  country 
than  the  one  I  have  assumed,  and  certainly  no  governmental  agency 
is  subject  to  more  thoroughgoing  examination  and  criticism.  I  can 
not  hope  for  any  measure  of  success  without  the  cordial  support  of 
Congress  and  of  the  public.  I  can  not  hope  for  that  support  if  the 
acts  of  my  administration  are  regarded  as  arbitrary  or  oppressive 
when  tested  by  the  exacting  standards  of  peace. 

Self-interest  would  drive  me  to  the  course  I  am  following;  but,  in 
addition  to  that,  I  am  controlled  by  the  settled  conviction  that  the 
railroad  service  is  a  public  service  and  must  be  rendered  to  satisfy 
the  public,  and  that  the  public  will  not  be  satisfied  if  it  is  made  to  feel 
that  it  is  being  arbitrarily  or  oppressively  treated. 

I  wish  first  to  discuss  the  question  as  to  the  duration  of  the  present 
Federal  control  of  railroads. 
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At  the  very  outset  I  wish  to  remove,  if  possible,  any  thought  that 
my  views  on  the  duration  of  Federal  control  involve,  either  directly 
or  indirectly,  nearly  or  remotely,  the  notion  that  Congress  can  or 
ought  to  be  influenced  to  order  an  extension  of  Federal  control 
for  fear  that  unless  the  extension  shall  be  granted  the  railroads  will 
be  relinquished  without  due  regard  to  the  public  interest.  I  view  the 
question  absolutely  from  the  standpoint  of  the  public  interest.  I 
believe  I  will  be  able  to  show  that  unless  a  reasonable  extension  shall 
be  granted  it  will  be  contrary  to  the  public  interest  to  hold  the  rail- 
roads for  the  full  21  months.  But  I  concede  fully  and  without 
qualification  that  the  procedure  is  to  be  tested  solely  by  the  public 
interest,  and  it  seems  to  me  unthinkable  that  any  suggestion  of  early 
relinquishment  should  be  put  forward  as  a  leverage  for  forcing  an 
extension.  I  think  the  entire  subject  ought  to  be  determined  by  the 
logic  of  the  facts,  and  I  think  that  test  will  show  that  the  peculiar 
combination  of  factors  is  such  that  a  control  to  terminate  absolutely 
in  21  months  would  be  detrimental  to  the  public  interest,  whereas  a 
control  extended  substantially  beyond  that  period  would  be  clearly 
in  the  public  interest. 

The  question  is  many-sided.  It  can  not  be  viewed  exclusively 
from  any  one  of  its  sides.  But  a  clear  conception  will  be  promoted 
by  looking  separately  at  each  side  and  then  looking  at  the  entire 
subject. 

I  see  three  distinct  sides  to  the  question : 

First,  there  is  the  purely  executive  function  of  unified  govern- 
mental operation  of  the  railroads  for  the  rendition  of  the  public 
transportation  service ; 

Second,  even  if  there  is  no  longer  any  need  for  this  first  function, 
there  may  be  a  need  for  a  temporary  continuance  of  Government 
operation  simply  for  the  protection  of  the  owners  of  the  railroads : 

Third,  even  if  there  is  no  need  for  continued  Government  opera- 
tion, either  to  render  the  public  service  or  to  protect  the  owners  of 
the  railroads,  it  may  still  be  regarded  as  a  convenience  to  Congress 
for  Government  ownership  to  continue  temporarily  in  order  to  facili- 
tate the  adoption  of  a  satisfactory  permanent  solution  of  the  railroad 
problem. 

The  first  function  I  wish  to  discuss  is  the  ])urely  executive  func- 
tion of  operating  the  railroads  to  render  the  public  transportation 
service.  After  all,  this  is  the  primary  responsibility  which  confronts 
the  President.  His  operation  of  the  railroads  may  incidentally 
be  a  protection  to  railroad  owners  or  a  convenience  in  reaching  a 
legislative  solution;  but  it  is  primarily  and  directly  and  daily  and 
hourly  the  rendition  of  the  public  transportation  service.  ^ 

Viewing  the  matter  for  the  moment  exclusively  from  this  stand- 
point, there  are  certain  very  grave  difficulties  in  the  way  of  suc- 
cessful operation  throughout  the  21-months  period,  and  unless  these 
difficulties  can  be  obviated  through  a  reasonable  extension  of  that 
period,  I  believe  Congress  itself  will  decide  that  from  the  stand- 
point purely  of  the  executive  function  of  operating  the  railroads 
to  render  the  public  service  there  is  every  reason  in  favor  of  the 
earliest  discontinuance,  which  can  be  affected  in  a  reasonable  and 
orderly  way. 

The  first  thought  in  this  connection  is  that  the  transportation 
emergency  which  necessitated  the  taking  of  the  railroads  for  war 
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purposes  has  ended,  or  certainly  will  have  ended  when  peace  shall 
be  formally  declared.  Certainly  there  will  no  longer  be  the  need 
for  unified  governmental  control  for  the  transportation  of  troops 
and  war  supplies.  The  only  remaining  public  need  will  be  the 
ordinary  need  of  rendering  an  adequate  transportation  service  in 
time  of  peace  to  meet  the  usual  necessities  and  demands  of  the 
public.  This  is  a  need  which  does  not  in  itself  call  for  governmental 
intervention,  except  to  the  extent  that  there  may  be  temporary 
peculiar  circumstances  involved  in  the  aftermath  of  the  war.  Aside 
from  this  possibility,  which  I  will  discuss  later,  there  is  no  emer- 
gency whatever  which  calls  upon  the  Government  to  continue  to 
assume  responsibility  for  transporting  passengers  and  freight  for 
the  American  public. 

No  operation  of  a  great  enterprise  like  the  railroads  of  the  United 
States  can  be  conducted  with  the  best  results  in  the  face  of  a  near-by 
and  rapidly  approaching  termination  of  that  operation,  and  the 
complete  transfer  of  the  management  to  an  entirely  different  group 
of  interests.  The  more  nearly  such  a  transfer  of  management  ap- 
proaches the  more  difficult  it  becomes  for  the  existing  management 
to  secure  that  undivided  and  single-minded  support  from  the  officers 
and  employees,  which  is  indispensable  to  success  in  any  difficult 
business  enterprise,  and  certainly  so  in  the  railroad  enterprise. 

If  we  assume  that  the  President's  proclamation  of  peace  shall  be 
made  between  now  and  July  1  next,  it  results  that  under  the  present 
Federal  control  act  Government  control  can  not  continue  after  April 
1,  1921,  and  may  end  earlier  than  that  date. 

With  such  a  nearby  limit  for  the  termination  of  Federal  control 
there  will  be  increasing  uncertainty  on  the  part  of  officers  and  em- 
ployees every  month  that  passes,  growing  out  of  their  inevitable 
though  as  to  what  ca:n  and  will  be  their  relations  with  the  new  man- 
agements. With  this  inevitable  change  in  control  in  the  minds  of 
every  officer  and  employee  and  coming  nearer  every  day,  the  results 
can  not  be  otherwise  than  a  cumulative  influence  unfavorable  to  the 
most  successful  operation. 

Therefore,  if  there  were  no  other  reason  against  the  continuance 
of  Federal  control,  this  of  itself  would  be  a  strong  reason  for  termi- 
nation at  the  earliest  date.  It  is  obvious  that  when  a  transfer  of 
management  must  take  place  in  the  near  future,  the  sooner  it  takes 
place  the  better  for  the  certainty  and  efficiency  of  the  management. 

Under  any  circumstances  administration  of  the  railroads  in  face 
of  such  a  near  approach  to  a  change  in  management  would  be  dif- 
ficult. But  the  difficulty  promises  to  be  greatly  accentuated  by  sev- 
eral different  factors  which  at  this  time  have  a  serious  and  unavoid- 
able bearing  upon  the  situation. 

One  of  these  factors  is  the  natural  relaxation  of  virtually  our  whole 
population  from  the  patriotic  tension  which  was  so  nobly  exemplified 
throughout  the  period  of  actual  warfare.  Along  with  this  develop- 
ment there  comes  the  normal  reaction  against  any  unusual  form  of 
governmental  control.  The  very  fact  that  throughout  the  war  vir- 
tually the  entire  population  responded  so  magnificently  to  the 
sacrifices  demanded  by  the  war  and  to  the  inconveniences  which  came 
from  unusual  war  control  of  the  ordinary  industrial  activities  of  the 
war,  makes  all  the  greater  the  insistent  desire  at  the  present  time  to 
be  relieved  from  any  sort  of  inconvenience  and  to  complain  against 
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the  continuance  of  anything  that  can  be  connected  with  incon- 
venience during  the  war  period.  Of  course,  the  Railroad  Adminis- 
tration gets  the  full  benefit  of  this  changed  attitude.  No  form  of 
activity  comes  closer  to  the  individual  than  the  operation  of  the  rail- 
roads. It  is  not  surprising  if  he  makes  up  now  in  a  ciritical  and 
hostile  attitude  for  his  patriotic  suppression  of  criticism  and  endur- 
ance of  inconvenience  during  the  war  period.  I  have  no  complaint 
or  criticism  to  offer  with  respect  to  this  situation.  But  it  is  a  highly 
important  psychological  factor  which  constitutes  an  added  difficulty 
in  the  Government  so  operating  the  railroads  as  to  give  public  satis- 
faction at  the  present  time.  Indeed,  I  believe  in  many  instances  a 
procedure  carried  out  at  this  time  by  the  Railroad  Administration 
would  cause  discontent,  whereas  precisely  the  same  procedure  car- 
ried out  by  the  old  railroad  management  would  fail  for  a  few  months 
to  cause  any  discontent,  although  later  on  the  discontent  against  the 
railroad  management  would  probably  become  greater  than  the  pres- 
ent discontent  against  the  Government  management.  Such  a  condi- 
tion constitutes  a  drag  on  successful  Government  operation.  It  is  a 
factor  entitled  to  consideration,  and  it  weighs  decidedly  on  the  side 
of  discontinuing  that  operation  rather  than  on  the  side  of  its 
continuance. 

Again,  we  are  involved  in  an  effort  on  the  part  of  Congress  to  find 
a  permanent  solution  of  the  railroad  question.  There  is  an  evident 
desire  to  expedite  this  solution  so  as  to  adopt  it  before  the  end  of 
the  21-month  period.  This,  of  course,  results  in  every  advocate  of 
any  form  of  solution  seeking  to  find  in  the  present  Government  con- 
trol a  reason  to  support  the  solution  which  he  advocates.  Since  no- 
body advocates  perpetual  continuance  of  the  present  form  of  control 
the  result  is  that  every  advocate  of  any  sort  of  solution  is  tempted 
to  point  out  that  the  present  control  is  unsuccessful,  even  as  a  tem- 
porary condition,  because  any  such  argument  helps  in  his  estimation 
to  support  his  contentions.  In  the  aggregate  the  momentum  of 
criticism  in  this  direction  constitutes  a  distinct  additional  psycho- 
logical factor  which  makes  for  difficulty  of  successful  operation  under 
the  present  form  of  control  and  contributes  to  the  unfavorable  out- 
look for  giving  a  satisfactory  public  service  through  the  present  form 
of  operation. 

Again,  the  country  will  be  entering  within  the  next  12  months  upon 
a  presidential  campaign  which  Avill  culminate  at  the  election  in 
November,  1920.  Governmental  operation  of  the  railroads  will  be  a 
target  for  a  great  deal  of  political  discussion  bearing  upon  the  presi- 
dential election.  I  do  not  see  how  it  will  be  possible,  despite  the 
firm  purpose  of  the  Railroad  Administration  to  afford  an  absolutely 
nonpartisan  administration  of  the  railroads,  to  avoid  the  Railroad 
Administration  becoming  the  subject  of  a  great  deal  of  political 
discussion  and  criticism  for  the  purely  partisan  purposes  of  the  cam- 
paign. I  do  not  complain  of  this  condition.  It  is  a  part  of  the 
country's  political  methods  which,  in  the  long  run.  make  for  the 
protection  of  the  rights  of  the  people,  but  nevertheless  it  is  a  condi- 
tion which  can  not  be  ignored  and  it  is  a  condition  which  promises 
to  make  for  unsatisfactory  railroad  service  under  the  present  form 
of  Government  control  rather  than  for  satisfactory  service. 

Now,  it  happens  that  all  these  unpromising  factors  are  so  related 
in  point  of  time  that  if  the  railroads  remain  under  Federal  control 
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throughout  the  21-month  period,  and  that  be  not  extended,  these 
factors  will  converge  in  such  a  way  as  to  produce  a  cumulative  effect 
which  will  be  very  definitely  adverse  to  the  successful  rendition  of 
the  public  service. 

On  the  other  hand,  the  extension  to  January  1,  1924,  would  at 
once  segregate  these  factors  instead  of  combining  them.  For  ex- 
ample, if  Federal  control  should  now  be  so  extended  the  result  would 
be  that  at  once  we  would  be  relieved  of  the  fact  that  we  are  rapidly 
approaching  an  early  end  of  Federal  control.  The  date  of  change 
of  management  would  be  far  enough  off  to  cease  to  have  an  immediate 
disturbing  effect  upon  the  organization,  and  for  the  time  being  that 
factor  would  be  practically  eliminated.  Indeed,  at  the  time  of  the 
presidential  election  in  November,  1920,  the  change  of  management 
would  still  be  about  three  years  off.  whereas  without  such  an  ex- 
tension the  change  of  management  would  be  perhaps  only  from 
three  to  six  months  off.  Evidently,  therefore,  throughout  the  presi- 
dential campaign  there  would  be  a  far  greater  state  of  tranquility 
on  the  part  of  the  organization  with  the  increased  duration  than 
there  would  be  without  it.  If  we  have  the  end  of  control  and  the 
presidential  election  coming  so  close  together,  the  disturbing  influence 
of  each  of  these  conditions  will  help  to  make  still  worse  the  disturbing 
influence  of  the  other, 

I  do  not  believe  I  am  an  alarmist  or  magnify  the  difficulties  of  this 
sort  when  I  urge  upon  you  that  the  convergence  of  these  different 
factors  all  at  the  same  time  will  go  far  toward  rendering  unsuccess- 
ful the  performance  of  public  service  under  the  present  Federal  con- 
trol, limited  as  it  now  is. 

It  is  perfectly  natural  that  Congress  should  look  at  this  matter 
primarily  with  reference  to  its  bearing  upon  legislation.  But  it  is 
equally  true  that  the  matter  must  be  viewed  largely  with  reference 
to  its  bearing  upon  the  executive  function  and  responsibility  of  op- 
erating the  railroads  so  as  to  give  a  reasonable  public  service;  and 
from  that  standpoint  I  can  see  powerful  reasons  why  the  Government 
should  not  continue  the  operation  of  the  railroads  if  that  operation 
is  so  limited  as  to  result  in  the  converging  o^  the  various  adverse  in- 
fluences I  have  pointed  out  so  as  to  make  the  latter  part  of  the  Fed- 
eral control  difficult  almost  beyond  the  hope  of  success. 

Another  highly  important  practical  reason  in  favor  of  early  re- 
turn of  the  railroads  to  private  control,  unless  there  can  be  an  exten- 
sion which  will  remove  the  uncertainties  already  referred  to,  is  the 
situation  as  to  additions  and  betterments.  No  railroad  is  ever  com- 
pleted. It  is  highly  important  in  the  interest  of  the  public  service 
that  a  railroad  shall  continually  be  improved  and  developed  through 
the  making  of  additional  capital  expenditures.  Not  only  is  this  im- 
portant in  order  to  improve  the  public  service,  but  it  is  doubly  im- 
portant now  that  a  large  railroad  addition  and  betterment  program 
should  be  carried  out  in  order  to  stabilize  industrial  conditions  while 
we  are  passing  through  the  period  of  readjustment.  But  with  a 
change  of  control  so  near,  the  opportunity  for  carrying  out  an  ade- 
quate addition  and  betterment  program  is  largely  lacking.  A  great 
many  important  additions  and  betterments  could  not  be  completed 
within  two  years.  Comparatively  few  important  ones  could  be  com- 
pleted enough  in  advance  of  the  expiration  of  the  two  years  to  give 
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any  reasonable  opportunity  to  use  them  under  Federal  control.  If, 
therefore,  Federal  control  is  to  end  so  soon,  it  is  clear  that  that  trans- 
ition will  of  itself  militate  strongly  against  the  development  of  any 
important  addition  and  betterment  projects.  If  the  control  is  not  to 
be  extended,  then  it  will  be  distinctly  better  from  the  standpoint  of 
this  important  factor  that  the  control  be  terminated  at  the  earliest 
practicable  time.  On  the  other  hand,  a  reasonable  extension  of  Fed- 
eral control  would  not  only  admit  of  entering  upon  an  addition  and 
betterment  program  which  would  promote  the  public  service,  but  it 
would  promote  employment  of  labor  and  utilization  of  material  at 
the  very  time  when  those  things  are  most  to  be  desired  and  would  be 
most  helpful.  Of  course,  the  Eailroad  Administration  will  be  glad 
to  go  forward  with  the  betterment  work  to  whatever  extent  it  can 
get  the  assent  of  the  corporations,  but  with  control  to  end  so  soon  it 
will  not  feel  justified  except  in  urgent  matters  in  proceeding  where 
that  consent  is  not  obtainable,  and  it  can  readily  be  appreciated  that 
that  consent  will  not  be  forthcoming  in  many  important  matters 
when  the  corporations  feel  that  they  will  so  soon  be  back  in  charge  of 
their  properties  in  the  same  way  as  before  Federal  control,  and  that 
they  can  then  proceed  to  develop  them  exclusively  according  to  their 
own  ideas.  Indeed,  the  corporations  may  well  feel  that  they  would 
rather  wait  in  the  hope  of  getting  lower  prices  even  though  in  the 
meantime  business  suffers  severely  by  the  cessation  of  industry. 

While,  therefore,  from  the  purely  practical  executive  standpoint 
of  operating  the  railroads  to  provide  the  public  service,  I  feel  that 
every  reason  calls  for  the  earliest  termination  of  control  unless  there 
is  a  reasonable  extension,  I  fully  appreciate  that  the  other  sides  of 
the  question  must  also  be  carefully  considered. 

The  next  phase  of  the  matter  1  wish  to  consider  is  the  argument 
that  the  President  must  retain  possession  of  the  railroads  because 
this  step  is  necessary  for  the  protection  of  the  railroad  companies 
pending  the  obtaining  of  permanent  legislation.  The  ai-gument 
seems  to  be  that  an  early  return  of  the  railroads  before  the  adoption 
of  legislation  would  result  in  a  chaotic  condition  which  would  in- 
volve disaster  to  the  credit  of  the  railroad  companies. 

When  one  comes  to  look  at  it  closely  this  is  a  curious  remedy.  If 
'we  admit  that  the  reestablishment  of  private  oi3eration  under  the 
laws  as  they  already  exist  would  be  an  evil,  it  is  hardly  a  wise  and 
prudent  remedy  to  insist  upon  continuing  a  form  of  railroad  opera- 
tion which  is  not  calculated  to  give  satisfactory  service  to  the  public 
and  which  for  the  reasons  I  have  pointed  out  promises  to  become  in- 
creasingly difficult  with  every  month  that  passes.  After  all,  the 
public  transportation  service  rendered  day  after  day  is  a  thing  of 
very  great  importance  and  it  ought  not  to  be  put  in  jeopardy  for  one 
or  two  years  simply  because  it  is  the  easiest  way  to  avoid  an  adequate 
temporary  protection  of  the  railroad  companies. 

But  after  all  there  appears  to  be  a  grave  confusion  of  ideas  in 
assuming  there  is  danger  of  a  chaotic  situation  if  the  railroads  are 
turned  back  without  additional  legislation,  whereas  the  chaotic  situa- 
tion would  be  relieved  through  the  mere  passage  of  additional  legis- 
lation. 

This  problem  has  so  many  interlacing  asperts  that  the  danger  of 
confusion  is  very  great  and  to  avoid  confusion  I  wish  at  this  point 
to  make  it  clear  that  there  is  no  such  basis  whatever  for  the  assump- 
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tion  that  I  have  proposed  to  recommend  the  relinquishment  of  the 
I'aih'oads  under  circumstances  which  would  create  widespread  bank- 
ruptcy. Indeed,  I  think  the  argument  that  has  been  made  that  an 
early  relinquishment  will  create  such  widespread  bankruptcy  and 
consequently  chaotic  financial  conditions  defeats  itself,  because  it  is 
evident  that  no  department  of  the  Government  wishes  to  ]3roduce 
any  such  condition.  My  belief,  however,  is  that  unless  there  should 
be  a  very  serious  falling  off  in  business  the  situation  will  readjust 
itself  in  a  comparatively  few  months  so  that  a  return  of  the  rail- 
roads to  the  railroad  companies  on  a  basis  of  the  rates  established 
by  the  Railroad  Administration  will  be  entirely  admissible  so  far  as 
the  general  financial  situation  is  concerned. 

Another  needless  assumption  which  has  been  made  and  which  can 
be  readily  eliminated  from  the  discussion  is  the  assumption  that  if 
the  railroads  shall  be  relinquished  the  step  will  be  taken  in  a  precipi- 
tate way.  My  own  thought  is  that  whenever  an  appropriate  time  for 
relinquishment  shall  approach,  due  notice  of  the  step  will  be  given 
and  the  relinquishment  will  be  made  in  an  orderly  way,  so  as  to 
afford  a  reasonable  opportunit,y  for  the  transition  from  Federal 
control  to  private  control. 

Laying  aside,  therefore,  the  question  of  financial  disaster,  the  fur- 
ther question  remains  as  to  whether  there  is  anything  in  the  legal 
situation  as  to  the  rates  or  anything  in  the  arrangement  of  the  in- 
debtedness of  the  railroad  companies  to  the  Government  which 
would  make  it  unjust  to  the  railroad  companies  to  make  a  relinquish- 
ment prior  to  the  end  of  the  21-months  period  Avithout  new  legisla- 
tion. 

To  illustrate  this,  let  us  look  at  the  carefully  thought  out  pro- 
posals of  the  Interstate  Commerce  Commission.  I  should  think 
it  would  be  fair  to  assume  that  those  proposals  would  come  nearer 
to  receiving  congressional  approval  than  any  other  definite  plan  for 
a  permanent  solution  that  has  been  offered.  Let  us  assume  that  in  six 
months  from  to-day  the  plan  as  outlined  by  the  commission  should 
become  a  law  and  that  immediately  thereafter  the  management  of  the 
railroads  should  be  turned  back  to  their  respective  companies.  I 
can  not  see  that  the  transition  would  be  any  less  difficult  or  any  more 
free  from  uncertainty  than  if  the  transition  were  made  without  any 
additional  legislation  whatever.  I  say  this  because  I  believe  the 
merits  of  the  commission's  plan  are  merits  which  will  only  manifest 
themselves  by  the  lapse  of  time.  There  is  nothing  in  that  plan  which 
will  per  se  and  instantaneously  make  conditions  different  from  what 
they  would  be  under  the  existing  laws.  For  example,  that  plan  does 
not  propose  to  deprive  State  commissions  of  the  power  to  deal  with 
intrastate  rates.  It  merely  contemplates  harmonious  action  with 
State  commissions,  and  that  is  entirely  feasible  under  existing  laws. 
Indeed,  the  commission  now  has  a  tremendous  and  far-reaching 
power  over  interstate  rates  by  reason  of  section  3  of  the  interstate 
commerce  act  as  construed  and  applied  in  the  Shreveport  case,  and  as 
a  result  of  which  the  Interstate  Commerce  Commission  has  actually 
prescribed  the  intrastate  rates  in  a  large  portion  of  the  State  of 
Texas. 

Of  course,  the  provisions  of  the  commission's  plan  about  merger 
of  railroads,  the  limitations  of  railroad  construction,  or  any  other 
feature  will  have  no  instantaneous  effect  upon  the  operating  expenses 
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the  railroad  companies  have  to  pay,  or  upon  the  operating  revenues 
which  they  will  receive.  With  respect  to  those  immediate  pressing 
j)roblems  the  commission  can  do  under  existing  law  whatever  it  could 
do  under  the  proposed  law,  and  it  is  perfectly  safe  to  assume  that 
the  commission  will  be  actuated  by  a  desire  to  protect  the  situation 
and  see  that  the  companies  have  an  income  sufficient  to  meet  their 
expenses  and  pay  a  fair  return  upon  their  property. 

My  own  deliberate  prediction  is  that  if  the  commission's  plan  shall 
be  adopted  and,  as  adopted,  shall  be  just  as  favorable  to  the  railroads 
as  it  now  is,  we  will  then  find  the  railroad  companies  imploring  the 
Government  to  continue  to  operate  the  railroads  for  awhile  in  order 
to  provide  an  entirely  adequate  period  of  readjustment  before  the 
railroad  companies  are  charged  with  the  responsibilities  of  assuming 
control.  I  believe  it  is  a  fair  statement  to  say  that  the  reasonable 
probability  is  that  any  legislation  adopted  prior  to  the  end  of  the  21- 
months  control  will  leave  the  railroads  just  as  much  disturbed  over 
an  instantaneous  transfer  of  railroad  operation  back  to  private  man- 
agement as  they  Avill  be  disturbed  over  such  a  transfer  without  any 
additional  legislation  at  all.  It  therefore  becomes  important  to  in- 
<]uire  whether  it  is  true  that  if  there  be  an  early  return  of  the  control 
to  the  railroad  companies  in  advance  of  new  legislation,  there  will  be 
a  chaotic  condition,  involving  disaster  to  the  credit  of  the  railroad 
companies  and  gross  discriminations  to  the  commerce  of  the  country. 
The  mere  statement  of  this  position  suggests  a  fallacy.  It  would  be 
strange,  indeed,  if  the  cessation  of  a  war  measure  at  the  end  of  the 
war  should  ipso  facto  result  in  public  disaster.  An  analysis  will  show 
that  no  such  result  need  be  expected. 

It  is  not  true  that  immediately  upon  relinquishment  of  the  railroads 
there  must  be  a  return  to  the  old  rates,  whether  interstate  or  intra- 
state, and  whether  established  by  State  constitutions,  or  statutes,  or 
State  commissions,  or  by  the  Interstate  Commerce  Commission,  or  by 
the  railroad  companies. 

The  Interstate  Commerce  Commission  is  on  record,  through  the 
statement  of  Mr.  Commissioner  Clark,  its  representative,  that  so  far 
as  interstate  rates  are  concerned  this  could  not  possibly  occur,  and  the 
existing  interstate  rates  would  continue  in  operation. 

The  assumption  has  been  suggested  that  such  termination  would 
result  ipso  facto  in  the  reestablishment  at  least  of  those  intrastate 
rates  which  have  been  created  by  statutes  or  constitutional  provisions. 
There  seems  to  be  no  reason  for  making  such  differentiation.  If  in- 
trastate rates  established  by  statute  should  ipso  facto  come  immedi- 
ately into  application,  the  same  condition  would  seem  to  be  true  oi 
intrastate  rates  established  by  commissions  under  statutory  authority. 
Indeed,  the  same  result  would  seem  logically  to  follow  as  to  the  inter- 
state rates  which  had  been  filed  by  the  railroads  while  under  Federal 
control  in  accordance  with  the  Interstate  Commerce  act, 

The  Chairman.  Mr.  Hines,  the  hour  for  adjournment  having  ar- 
rived, the  committee  will  adjourn  now  until  10  o'clock  to-morrow 
morning.  It  has  been  arranged  to  hear  representatives  of  the  brother- 
hoods to-morrow  and,  therefore,  your  statement  will  be  continued 
later  at  the  convenience  of  the  committee,  of  which  you  will  be 
notified. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
Tuesday,  February  4,  1919,  at  10  o'clock  a.  m.) 
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TUESDAY,  FEBRUARY  4,  1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington^  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
Senator  Ellison  D.  Smith  (chairman)  presiding. 
The  Chairman.  The  committee  will  come  to  order. 
Mr.  Hines,  you  may  continue  your  statement. 

STATEMENT  OF  MR.  WALKER  D.  HINES— Resumed. 

Director  General  Hines.  Mr.  Chairman,  before  resuming  the  read- 
ing of  my  formal  statement,  I  wanted  to  answer  two  questions  which 
were  asked  me  yesterday  and  which  I  asked  the  privilege  of  post- 
poning for  the  moment.  One  was  as  to  whether  these  traffic  commit- 
tees— the  local  committees  and  the  district  committees — make  steno- 
graphic report  of  the  evidence  which  they  took.  They  do  not.  They 
hear  the  evidence,  and  then  they  make  a  brief  report  of  the  facts  and 
of  their  conclusions. 

In  that  connection,  while  my  opinion  was  not  asked  on  it,  I  want 
to  say  that  I  am  definitely  of  the  opinion  that  that  summary  method 
of  procedure  is  greatly  in  the  interest  of  an  expeditious  and  satis- 
factory disposal  of  the  problem.  I  have  watched  that  matter  iov 
many  years.  No  business  man  in  dealing  with  a  subject  has  a  steno- 
graphic report  of  all  the  questions  and  answers  that  are  asked  on  the 
matters  before  him.  The  business  people  get  together  and  thresh  it 
out,  and  perhaps  after  several  hours  of  talk  there  are  a  few  outstand- 
ing propositions,  most  of  which  are  agreed  on,  very  few  disagreed  on, 
and  there  can  be  stated  in  relatively  small  space  the  sum  and  sub- 
stance of  everything  that  has  taken  place.  The  difficulty  of  a  steno- 
graphic report  of  everything  that  is  heard  in  a  meeting  of  that  sort 
is  that  it  accumulates  a  record  that  really  gets  to  be  prohibitive  in 
size.  I  have  discussed  informally  with  my  friends  on  the  Interstate 
Commerce  Commission  the  question  whether  there  was  not  an  oppor- 
tunity there  for  a  different  procedure  in  many  matters,  and  I  be- 
lieve in  time  it  will  be  advantageous  to  pursue  a  different  procedure. 
It  seems  to  me,  in  these  subjects  where  there  is  such  an  infinity  of  de- 
tail, the  way  to  work  toward  an  ultimately  satisfactory  conclusion  is 
by  a  process  of  elimination  or  to  eliminate  the  unnecessary  as  you  go 
along,  and  blow  out  the  chaff  and  keep  only  what  is  really  important ; 
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but  this  method  of  having  a  stenographic  report  of  everything  that 
is  said  is  a  process  of  aggregation;  it  keeps  piling  up  everything 
that  is  said,  just  like  you  roll  up  a  snowball ;  it  gets  bigger  and  bigger, 
and  the  really  important  part  of  it  is  so  obscured  that  it  is  harder 
to  see  when  you  get  through  with  the  hearing  than  it  was  at  the  be- 
ginning. So  my  own  judgment  is  that  these  committees  can  do  better 
work  and  can  bring  out  the  problems  in  a  much  more  outstanding 
way  by  the  method  they  adopt  than  if  the  should  have  a  stenographic 
report  of  all  that  is  said.  That  is  an  opinion  that  I  am  volunteering : 
but  the  fact,  in  answer  to  the  question,  is  that  they  do  not  have  a 
stenographic  record. 

Senator  Pomerene.  Mr.  Hines  has  volunteered  that  opinion,  and 
I  am  very  glad  to  have  it.  As  I  understand  from  the  hearings  thus 
far,  the  trouble  is  this:  You  have  boards  which  have  original  hear- 
ings ;  then  appeals  lie  from  those  boards  that  hold  the  original  hear- 
ings in  these  matters,  and  wdien  the  matter  comes  on  for  hearing  on 
ippeal  it  can  very  readily  happen  that  the  conclusions  of  fact  which 
are  presented  are  not  justified  by  the  evidence.  That,  as  I  under- 
stand, is  a  cause  of  complaint,  and  I  can  readily  see — I  do  not  care  to 
go  into  it  in  detail  now — but  I  can  very  easily  see  how  there  might 
be  very  serious  dissatisfaction  arise  with  findings  of  that  kind. 

Director  General  Hines.  Yes.  I  think,  Senator,  of  course,  there 
is  that  possibility  in  any  procedure;  but  I  believe,  on  the  average, 
that  the  results  are  better  without  the  stenographic  report  than  with 
it,  although  there  might  be  a  slip,  a  mistake;  and  even  if  you  had 
the  stenographic  record  it  probably  would  be  so  hard  to  dig  into  the 
thing  that  you  would  not  get  a  different  result  from  what  you  had 
w  ith  the  summarized  report. 

Now,  the  other  question  that  was  asked  was  as  to  whether  I 
thought  it  was  necessary  or  desirable  to  have  an  amendment  to  the 
law  which  would  enable  the  director  general  to  deduct  from  the 
compensation  payable  to  a  corporation  any  amount  necessary  to  pay 
a  judgment  which  had  been  rendered  against  the  corporation.  I  do 
not  believe  that  that  is  necessary,  because  I  believe  that  the  cases 
where  such  a  situation  exists  are  very  few  and  are  getting,  fewer.  I 
think  that  situation  is  adjusting  itself.  I  understand  that  so  far 
there  are  only  one  or  two  cases  where  there  is  any  difficulty  on  that 
score,  and  that  they  are  cases  where  there  is  some  question  of  liability 
between  different  corporations,  which  probably  will  be  promptly 
adjusted. 

I  also  think  this :  That,  as  a  practical  matter,  every  railroad  com- 
pany' of  an,y  importance  has  assets  which  are  not  in  the  possession  of  the 
Director  General  and  which  are  subject  to  attachment ;  and  no  doubt 
at  times,  if  the  company  should  be  recalcitrant,  so  as  to  hamper  a 
plaintiff  from  collecting  a  judgment,  the  director  general's  organi- 
zation will  be  able  to  suggest  other  assets  that  can  be  reached,  al- 
though under  the  statute  the  assets  in  his  possession  can  not  be 
reached. 

Now,  Senator  Cummins,  j^ou  mentioned  a  case  yesterday.  I  under- 
stand that  one  case  that  was  brought  up  by  you  involved  a  judgment 
against  the  Wabash,  and  that  the  situation  there  was  that  the  Wa- 
bash said  it  was  a  matter  upon  which  another  railroad  company  was 
liable,  and  it  was  a  question  of  getting  the  other  company  to  pay  its 
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part  of  the  judgment ;  and  our  organization  took  the  matter  up  with 
the  executive  officers  of  the  Wabash,  and  they  did  not  indicate  any 
purpose  to  refuse  to  pay  the  judgment,  but  they  were  anxious  to  get 
the  other  corporation  in  the  first  instance  to  pay  its  part  of  it.  Even 
in  a  case  of  that  sort,  I  believe  if  the  company  should  prove  recalci- 
trant that  we  might  aid  in  pointing  out  other  assets  that  would  be 
subject  to  attachment;  and  we  have  not  heard  anything  lately  to 
indicate  that  there  was  still  an  impasse  on  that  subject. 

Senator  Cummins.  This  judgment  was  recovered  three  or  four 
years  ago.  It  was  appealed  to  the  Supreme  Court.  The  judgment 
was  affirmed,  and  it  has  been  a  year  and  a  half,  as  I  remember  it, 
since  the  judgment  was  affirmed;  and  it  is  pretty  hard  to  send  the 
plaintiff  to  St.  Louis  or  some  other  foreign  jurisdiction  in  order  to 
find  property  upon  which  to  levy.  It  involves  the  bringing  of  an- 
other suit  in  St.  Louis. 

Director  General  Hines.  I  think,  Senator,  that  the  existence  of 
that  power,  together  with  our  ability  to  aid  by  information,  would  be 
such  that  it  would  be  a  very  strong  persuasive  influence  on  the  cor- 
poration to  pay;  and  in  that  case  the  only  suggestion  where  there 
was  not  a  prompt  payment  was  this  effort  to  get  an  adjustment  with 
the  other  corporation.  If  that  matter  is  still  in  abeyance,  I  believe 
we  can  aid  in  getting  a  prompt  disposition  of  it. 

Senator  Cummins.  I  knew  nothing  about  the  claim  of  liability  on 
the  part  of  any  other  corporation. 

Director  General  Hines.  My  judgment  is  that,  relatively  speak- 
ing, those  cases  are  so  few  that  an  amendment  to  the  statute  on  that 
account  would  not  be  necessary,  and  that  the  evil  will  be  found  to  be 
exceedingly  small,  and,  perhaps,  the  thing  can  be  ironed  out  alto- 
gether. 

Senator  Cummins.  In  the  bill  which  I  introduced  upon  that  point. 
you  will  remember,  I  have  not  included  any  privilege  of  levying  on 
the  property;  but  I  have  included  a  command  or  direction  to  the 
director  general  to  pay  final  judgments  rendered  since  the  Govern- 
ment took  possession. 

Director  General  Hines.  Yes. 

Senator  Cummins.  I  think  you  have  no  objection  to  that? 

Director  General  Hines.  Of  course,  in  any  plan  for  new  legisla- 
tion entered  upon,  I  see  no  objection  to  that  at  all. 

Now.  gentlemen,  with  your  permission  I  will  resume  my  formal- 
statement.  When  I  closed  yesterday  I  was  pointing  out  my  view 
that  a  relinquishment  of  the  railroads  in  advance  of  legislation  would 
not  result  in  the  restoration  of  old-rate  structures,  either  interstate  or 
intrastate.  I  pointed  out  that  as  to  the  interstate  structure  it  seemed 
perfectly  clear  that  that  would  not  be  the  case. 

Senator  Kellogg.  As  to  the  interstate  ? 

Director  General  Hines.  Yes;  as  to  the  interstate,  that  that  would 
not  be  the  case,  and  that,  logically,  it  would  seem  that  the  whole-rate 
structure  would  be  on  the  same  footing. 

It  would  seem  that  the  rate  structure  initiated  by  the  President 
under  section  10  of  the  Federal-control  act  would  either  fall  as  a 
whole  immediately  at  the  end  of  Federal  control  or  would  remain  in 
operation  as  a  whole  until  some  orderly  modification  should  be  made 
of  that  structure  in  pursuance  of  law. 
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It  is  not  believed  that  the  Federal-control  act  can  be  so  construed 
as  to  reach  the  result  that  there  will  be  attributed  to  Congress  the 
intention  that  the  entire  rate  structure  of  the  country  shall  cease 
instantaneously  upon  the  termination  of  Federal  control,  with  the 
result  of  bringing  back  into  existence  a  great  variety  of  rates  never 
made  with  reference  to  existing  conditions,  and  the  present  applica- 
tion of  many  of  which  would  be  involved  in  most  serious  doubt. 
There  can  hardly  be  attributed  to  Congress  the  intention  thus  to 
precipitate  a  chaotic  situation  by  this  sudden  transition  from  a  rate 
structure  adopted  to  meet  present  conditions  to  an  uncertain  and 
dubious  rate  structure  which  has  no  relation  whatever  to  existing 
conditions. 

The  whole  policy  of  Congress  as  evidenced  by  the  interstate  com- 
merce act  has  been  one  of  certainty  and  publicity  as  to  interstate 
rates  and  further  than  that  it  has  been  a  policy  of  condemning  intra 
state  rates  which  are  unduly  preferential  as  compared  with  interstate 
rates,  and  moreover.  Congress  in  the  interstate  commerce  act  pro- 
vided a  procedure  for  correcting  intrastate  rates  which  were  thus 
unduly  preferential.  Tlie  power  of  Congress  to  deal  thus  with  intra- 
state rates  and  the  fact  that  it  has  so  dealt  with  them  by  the  interstate 
commerce  act  has  been  recognized  by  the  Supreme  Court. 

In  the  light  of  this  policy  and  of  the  action  taken  by  Congress 
through  the  interstate  commerce  act  and  its  amendments,  section  10 
of  the  Federal  control  act  must  be  construed  to  mean — and  it  is  the 
only  construction  which  is  consistent  with  the  policy  of  Congress  and 
which  can  meet  the  public  necessities — that  the  rate  structure  which 
has  grown  up  as  a  part  of  the  new  conditions  arising  out  of  the  war 
shall  remain  in  effect  until  changed  by  orderly  procedure,  because 
otherwise  there  would  be  no  certainty  and  no  adequate  publicity  of 
rates,  and  there  can  be  no  possible  way  of  avoiding  the  gravest  dis- 
criminations as  between  intrastate  and  interstate  rates. 

These  considerations  are  strengthened  by  the  fact  that  the  Federal 
control  act  contemplates  that  any  compensation  by  the  Government 
to  the  railroad  companies  shall  cease  instantly  upon  the  termination 
of  Federal  control.  It  is  not  to  be  assumed  that  Congress  intended 
also  that  instantly  upon  the  termination  of  Federal  control  the  rail- 
roads, in  addition  to  being  deprived  of  any  compensation  from  the 
Government,  should  also  be  deprived  of  any  reasonable  opportunity 
to  sustain  themselves  by  their  operating  revenues  through  charging 
the  only  rates  which  have  been  fixed  and  reviewed  in  the  light  of 
existing  conditions,  and  the  only  rates  which  can  possibly  carry  out 
the  policy  of  Congress  for  certainty  and  publicity  and  for  reasonable 
equality  of  basis  as  between  interstate  and  intrastate  rates. 

Furthermore,  even  if  it  should  be  true  that  the  courts  would  con- 
strue the  congressional  legislation  as  being  so  fragmentary  in  charac- 
ter as  to  admit  of  this  extraordinary  consequence,  it  would  still  be 
true  that  the  Interstate  Commerce  Commission,  under  its  general 
powers,  could  preserve  the  existing  interstate-rate  structure  and  could 
set  aside  on  the  ground  of  discrimination  the  far  lower  intrastate 
rates  which  were  in  effect  prior  to  the  war.  Therefore  we  can  only 
assume  a  chaotic  condition  by  assuming  the  Interstate  Conunerre 
Commission  would  omit  to  perform  its  functions.  The  President 
then  would  be  expected  to  continue  to  render  the  transportation  serv- 
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ice  of  the  country,  not  because  lie  ought  to  do  so  for  the  sake  of  that 
service,  but  because  otherwise  chaos  might  result  from  the  failure 
of  the  Interstate  Commerce  Commission  to  perform  its  functions. 

I  can  see  no  escape  from  the  conclusion  that  the  commission  can 
and  will  protect  the  situation  arising  immediately  after  the  relin- 
quishment of  the  railroads  just  as  fully  under  existing  laws  as  it 
could  and  would  do  under  the  adoption  of  its  own  plan.  In  either 
•case  it  would  be  a  question  of  preserving  an  existing  rate  structure 
and  adjusting  it  to  meet  immediate  necessities,  and  that  power  is 
ample  under  the  existing  law,  and  I  do  not  see  that  any  enlarged 
power  in  this  particular  respect  is  proposed  by  the  commission's  own 
plan. 

Senator  Watson.  Mr.  Hines,  suppose  the  railroads  were  turned 
back  and  the  existing  rate  structure  continued  and  obtained,  what  is 
to  hinder  the  48  commissions  from  at  once  assuming  jurisdiction  of 
all  intrastate  traffic  and  rearranging  rates,  under  existing  legislation? 

Director  General  Hixes.  I  take  it  that  would  be  an  open  question. 
Probably  they  would  have  the  power  to  resume  jurisdiction,  but  the 
existing  rate  structure  would  continue  until  they  exercised  that 
power,  and  if  they  so  exercised  it  as  to  create  an  unjust  discrimina- 
tion between  interstate  and  intrastate  rates,  the  Interstate  Commerce 
Commission,  under  the  existing  law,  would  have  the  power  to  con- 
trol that  situation. 

Senator  Kellogg.  Right  there,  I  do  not  want  to  question  you  gen- 
erally, but  it  comes  so  in  point.  As  you  know,  the  Supreme  Court  of 
the  United  States  held  that  the  fact  that  the  State  rates  were  not  con- 
fiscatory, and  that  they  Avere  very  much  lower  than  the  interstate 
rates  did  not  give  the  courts  any  power  to  set  them  aside  at  all  in  the 
Minnesota  rate  case? 

Director  General  Hines.  That  was  on  the  question  of  confiscation. 

Senator  Kellogg.  No. 

Director  General  Hines.  That  had  nothing  to  do  with  the  question 
of  relative  adjustment. 

Senator  Kellogg.  You  are  mistaken.  That  question  involved  the 
relative  adjustment  of  rates,  and  it  was  claimed  in  that  case  that  they 
Avere  discriminatory  as  betAveen  interstate  and  State  rates ;  and  specific 
rates  from  St.  Paul  to  Moorhead,  in  Minnesota,  and  from  St.  Paul  to 
Fargo,  in  North  Dakota,  were  involved. 

Director  General  Hines.  Senator,  the  distinction  is  this:  That  in 
that  case  the  Supreme  Court  held  that  the  Interstate  Commerce  Com- 
mission had  not  acted,  and  that  without  action  by  the  Interstate  Com- 
merce Commission  the  court  could  not  go  into  that  question  of  unjust 
discrimination  betAveen  the  interstate  rates  and  the  intrastate  rates. 
The  court  recognized  the  poAver  of  Congress  to  deal  with  it,  and  recog- 
nized that  it  had  dealt  with  it  by  section  3  of  the  act. 

Senator  Kellogg.  No  ;  the  court  recognized  the  power  of  Congress 
to  deal  Avith  it,  but  said  that  Congress  had  not  dealt  with  it. 

Director  General  Hines.  I  do  not  belicA^e  it  said  that. 

Senator  Kellogg.  It  said  that  exactly. 

Director  General  Hines.  Whether  it  did  or  not.  Senator,  in  the 
Shreveport  case  it  said  exactly  the  opposite,  and  that  was  a  subsequent 
•case.  In  the  Shreveport  case  the  Supreme  Court  held  that  Congress 
ficted,  had  given  the  commission  this  power,  that  the  commission  had 
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exercised  the  power,  and  on  that  basis  the  Interstate  Commerce  Com- 
mission set  aside  the  intrastate  rates  in  Texas  and  prescribed  a  new 
scheme  of  intrastate  rates  in  Texas  in  line  with  the  interstate  rates. 

Senator  Kellogg.  That  was  a  case  where  they  were  clearly  dis- 
criminatory. 

Director  General  Hines.  That  is  what  I  say. 

Senator  Kellogg.  But  this  case  in  Minnesota  was  simply  that  the 
Minnesota  rates  were  lower ;  that  is  all. 

Director  General  Hines.  The  Interstate  Commerce  Commission 
had  not  had  the  case  before  it. 

Senator  Kellogg.  Yes;  and  the  courts  said  that  Congress  had  not 
taken  jurisdiction  over  those  rates. 

Director  General  Hines.  The  Interstate  Commerce  Commission 
had  never  made  an  order  in  the  Minnesota  case,  so  that  the  question 
could  not  arise  under  the  interstate  commerce  act.  I  base  my  position 
absolutely  on  the  Shreveport  case,  and  if  the  Interstate  Commerce 
Commission  finds  that  the  lower  intrastate  rates  do  constitute  an  un- 
due preference  under  section  3  of  the  interstate  commerce  act,  then 
the  power  of  the  commission  is  ample  and  has  been  enforced  and  will 
be  again.  But  in  the  Minnesota  case  the  commission  had  not  acted  ; 
that  did  not  come  up  through  the  commission  at  all ;  it  was  simply  a 
proceeding  in  court  by  the  railroad  company  against  the  intrastate 
rates,  the  matter  never  having  been  before  the  Interstate  Commerce 
Commission  at  all. 

Senator  Cummins.  Is  your  position  this,  Mr.  Hines :  That  Congress 
has  in  substance  given  the  Interstate  Commerce  Commission  all  the 
authority  it  can  under  the  Constitution  give  it  for  the  adjustment 
and  condemnation  of  rates  between  points  within  a  State? 

Director  General  Hines.  I  should  not  say  that.  Senator;  I  should 
say  that  so  far  the  jurisdiction  which  Congress  has  given  the  Inter- 
state Commerce  Commission  with  respect  to  intrastate  rates  is  the 
jurisdiction  to  set  those  rates  aside  and  substitute  other  rates,  when 
the  existing  intrastate  rates  constitute  an  undue  preference  as  com- 
pared with  interstate  rates.  Now,  it  may  be  there  is  an  additional 
element  of  power  which  has  not  been  conferred ;  but  my  proposition 
is  that  the  power  which  has  been  conferred,  recognized  as  it  was  in 
the  Shreveport  case,  is  ample  to  prevent  the  chaotic  conditions  which 
it  has  been  suggested  here  would  result  if  the  railroads  should  be 
relinquished  without  additional  legislation. 

Senator  Cummins.  Is  it  your  opinion  that  Congress  has  not  given 
the  Interstate  Commerce  Commission  the  authority  to  condemn  a 
rate  between  two  points  in  a  State,  when  that  rate  is  so  low  that  it 
constitutes  an  undue  burden  upon  interstate  commerce? 

Director  General  Hines.  It  seems  to  me  that  the  power  ought  to  be 
construed  as  being  that  broad ;  but  I  can  see  that  there  might  be  an 
opportunity  for  a  doubt  on  that  subject,  as  to  whether  the  commission 
could  remake  the  intrastate  rates  solely  on  that  ground;  but  I  am 
satisfied,  as  a  practical  matter,  that  with  the  present  level  of  rates 
any  going  back  to  the  old  intrastate  rates  would  be  such  an  obvious 
undue  preference  that  the  Interstate  Commerce  Commission  would 
have  a  clear-cut  case  within  the  limits  of  the  authority  which  Con- 
gress has  confeired  on  it,  and  which  has  been  fully  recognized  and 
enforced  in  the  vShreveport  case. 
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Senator  Kellogg.  Mr.  Hines,  you  know,  do  you  not,  that  some  of 
the  States  are  now  passing  laws  fixing  rates  by  statute,  which  are  not 
only  lower  than  the  present  rates  but  lower  than  the  rates  existing 
prior  to  the  increase  in  rates  by  the  Railroad  Administration? 

Director  General  Hines.  I  am  not  aware  of  that,  but  the  statute  is 
not  valid  while  the  Federal  control  act  is  in  effect. 

Senator  Kellogg.  On  January  25,  1919,  a  bill  was  introduced  in 
the  North  Dakota  Legislature  dividing  freight  into  20  classes,  and 
fixing  rates  on  each  class  for  every  distance  up  to  400  miles,  and  it 
establishes  new  minimum  carloads  for  each  class. 

Senator  Robinson.  Has  that  bill  passed? 

Senator  Kellogg.  It  was  passed  on  January  30,  1919,  and  it  estab- 
lished freight  rates  lower  than  the  rates  existing  prior  to  establish- 
ment of  the  Railroad  Administration.  Now,  what  are  you  going  to 
do  about  that? 

Director  General  Hines.  What  you  would  do  about  that  is  that 
while  the  Federal  control  act  is  in  effect,  .of  course,  that  statute  has 
no  application.  If  the  railroads  are  relinquished,  the  rate  structure 
which  has  been  established,  in  my  opinion,  will  apply  until  there  is 
original  action  by  a  body  with  proper  authority — we  will  assume  by 
the  State,  as  to  intrastate  rates — to  change  it;  and  if  the  rates  which 
a  State  adopts,  either  by  statute  or  by  action  of  a  commission,  or 
oherwise,  constitute  an  undue  preference  as  compared  with  interstate 
rates,  the  Interstate  Commerce  Commission  has  the  absolutely  plain 
power  to  protect  that  situation  and  to  prevent  the  going  into  effect  of 
those  intrastate  rates. 

Senator  Kellogg.  Now,  Mr.  Hines,  this  railroad  control  act  pre- 
serves the  police  power  of  the  States  in  any  event,  unless  the  Presi- 
dent, by  order,  should  set  them  aside — set  aside  the  laws  of  the  State — 
and  when  this  act  lapses  by  expiration  of  time,  which  it  does  when  the 
railroads  are  turned  back,  it  ceases  to  have  any  effect,  does  it  not? 

Director  General  Hines.  The  rate  structure  does  not  cease  to  have 
effect  until  it  is  changed  by  orderly  procedure.  If  it  did,  you  would 
haA-e  the  most  extraordinary  chaos. 

Senator  Kellogg.  You  think  the  President  has  permanently  re- 
pealed all  the  laws  of  the  States,  do  you? 

Director  General  Hines.  Not  at  all.  He  has  established  a  status 
which  will  exist  until  it  is  changed  by  orderly  procedure ;  and  if  you 
did  not  give  that  effect  to  it.  you  would  leave  the  situation  in  infinite 
chaos. 

When  Congress  passed  the  law  there  was  no  necessity  or  no  compul- 
sion for  additional  legislation  to  effect  the  transition  back  to  private 
control,  and  if  you  adopt  that  construction  the  result  is  that  the 
Interstate  Commerce  Commission  is  wrong  in  saying  that  these  inter- 
state rates  will  continue,  because  if  this  rate  scheme  initiated  by  the 
President  falls,  it  falls  as  a  whole,  and  nobody  would  know  what 
the  rates  were.    There  would  be  infinite  chaos. 

Senator  Kellogg.  If  you  are  wrong,  infinite  chaos  would  follow, 
would  it  not? 

Director  General  Hines.  No  ;  I  do  not  think  it  would.  I  think  th<' 
Interstate  Commerce  Commission,  under  its  general  powers,  is  amply 
enabled  to  deal  with  that  situation. 
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Senator  Kellogg.  They  do  not  claim  that.  They  do  not  claim  that 
these  rates  put  in  bj^  you  supersede  the  statutes  when  the  roads  are 
turned  back. 

Director  General  Hikes.  I  do  not  think  the  commission  denies  that 
power.  There  is  not  the  faintest  difference  between  a  rate  prescribed 
by  a  State  commission  and  a  rate  prescribed  by  a  State  legislature. 

Senator  Kellogg.  Who  said  there  was? 

Director  General  Hines.  You  seemed  to  draw  a  distinction  between 
them. 

Senator  Kellogg.  No  ;  I  have  not. 

Director  General  Hines.  The  Supreme  Court,  in  the  Shrevepoit 
•case,  has  recognized,  without  any  qualification,  or  without  any  limit, 
the  power  of  the  Interstate  Commerce  Commission  to  set  aside  rates 
prescribed  by  State  authority,  when  those  rates  constitute  an  undue 
preference  as  compared  with  interstate  rates. 

Senator  Kellogg.  Well,  that  has  nothing  to  do  with  the  case. 

Director  General  Hines.  I  rest,  with  absolute  confidence,  on  that 
position;  that  the  general  powers  which  Congress  has  conferred  on 
the  Interstate  Commerce  Commission  are  ample  and  are  unques- 
tioned to  enable  the  commission  to  protect  that  situation,  even  if, 
without  action  by  the  commission,  the  old  intrastate  rates  ipso  facto 
came  into  effect  upon  relinquishment  of  the  railroads. 

Senator  Kellogg.  Then,  the  commission  or  the  railroads  must  go 
into  court  in  every  State  where  statutes  are  passed  or  orders  made 
to  set  aside  the  rates? 

Director  General  Hixes.  I  do  not  think  so.  I  think  an  order  by 
the  commission  would  protect  the  situation.  I  do  not  believe  it  would 
be  litigated ;  but  after  all  the  assumption  upon  which  that  argument 
proceeds  is  that  State  commissions  are  not  proposing  to  deal  with  this 
matter  reasonably  and  on  the  facts,  but  are  proposing  to  deal  with  it 
in  a  destructive  way. 

Senator  Kellogg.  Who  has  said  that  ? 

Director  General  Hines.  That  is  the  implication. 

Senator  Kellogg.  Not  at  all. 

Director  General  Hines.  I  do  not  see  any  other  inference  that  could 
be  drawn. 

Senator  Kellogg.  I  am  referring  to  statutes  now  in  existence,  as 
in  Illinois  and  some  12  or  13  other  States,  fixing  rates,  which  have 
been  raised  by  your  administration ;  that  is  all. 

Director  General  Hines.  With  respect  to  those  statutes,  I  think 
necessarily  an  order  by  the  Interstate  Commerce  Commission  would 
control  the  situation. 

Senator  Kellogg.  You  think  the  President  has  permanently  re- 
pealed them  until  the  commission  shall  act  otherwise? 

Director  General  Hines.  Assuming  that  the  President  has  not 
even  established  a  status,  I  believe  the  commission  could  and  would 
deal  with  that  situation ;  but  I  believe  the  President  has  established 
a  status  which  would  not,  ipso  facto,  fall  and  substitute  the  old  rate 
structure. 

Senator  Robinson.  I  would  like  to  say  that  I  think  ISIr.  Hines's 
position  on  that  point  is  absolutely  correct. 

Senator  Kellogg.  I  think  it  is  absolutely  incorrect. 

Senator  Robinson.  I  simply  wanted  it  to  be  understood  that  we 
do  not  all  concur. 
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Senator  Kellogg.  Oh,  certainly  not. 

Senator  Kobinson,  x\nd  if  you  wish  to  precipitate  an  argument 
now,  I  would  like  to  have  an  opportunity  to  reply  to  it. 

The  Chairman.  I  wish  to  call  the  attention  of  the  committee  to 
the  fact  that  Mr.  Hines  asked  that  he  be  alloAved  to  continue  his  state- 
ment without  interruption  until  he  got  through,  and  that  then  any 
questions  that  the  members  of  the  committee  might  wish  to  ask  him 
be  put  at  that  time,  and  that  request  has  been  granted,  and  I  ask  that 
he  be  allowed  to  proceed. 

Senator  Watson.  I  was  not  aware  of  that  rule  or  I  would  not  have 
precipitated  that  discussion. 

Director  General  Hines.  I  will  resume  now. 

It  seems  to  me  the  railroad  companies  have  unnecessarily  taken 
counsel  of  their  fears  in  this  matter  and  have  built  up  a  state  of 
alarm  which  is  wholly  without  justification. 

With  reference  to  the  method  of  relinquishing  the  railroads,  it  is 
clear  to  me  that  I  would  ^dvise  the  President  that  any  relinquish- 
ment made  ought  to  be  on  reasonable  notice  and  in  a  due  and  orderly 
manner,  so  as  to  give  the  corporations  ample  opportunity  to  put 
themselves  in  position  to  resume  control.  I  believe  that  unless  the 
companies,  through  a  mistaken  policy,  themselves  create  a  needless 
state  of  alarm,  a  reasonable  and  orderly  transition  back  to  private 
management  could  be  made  in  the  next  few  months  without  addi- 
tional legislation  as  well  as  it  could  be  under  any  legislation  that  is 
likely  to  be  obtained.  It  is  true  that  in  this  case  companies  could 
not  at  once  begin  mergers  and  pooling,  etc.,  but  those  steps  are  not 
indispensable  to  immediate  protection.  What  is  indispensable  to 
immediate  protection  is  the  preservation  of  a  rate  structure  adequate 
to  meet  expenses  and  pay  a  fair  return,  and  I  firmly  believe  this 
could  and  would  be  successfully  accomplished  without  additional 
legislation. 

Another  feature  which  appears  to  be  urged  in  this  connection  by  the 
railroad  companies  is  that  they  will  be  enormously  embarrassed  in 
their  financing  by  an  early  return  of  the  railroads.  I  am  puzzled  to 
follow  their  reasoning.  Their  position  appears  to  be  that  if  the  rail- 
roads are  relinquished  in  six  months  the  railroad  companies  will  be 
greatly  embarrassed  by  the  financial  problems;  that  if  the  railroads 
are  retained  for  two  years  the  railroad  companies  will  not  be  embar- 
rassed by  the  financial  transition ;  but  that  if  the  railroads  are  retained 
for  five  years  the  companies  will  again  be  greatly  embarrassed  by  the 
financial  transition.  Here  again  it  seems  to  me  that  the  railroads  are 
creating  an  unnecessary  alarm.  It  would  be  entirely  feasible  in  con- 
nection with  an  early  return  of  the  railroads  to  make  such  reasonable 
terms  as  to  the  repayment  of  their  indebtedness  to  the  Government 
as  to  save  them  from  financial  embarrassment.  If  six  months  from 
now  the  Interstate  Commerce  Commission's  plan  of  legislation  should 
be  adopted,  and  the  railroads  should  then  be  turned  back,  they  would 
have  substantially  the  same  financial  problem  that  they  would  have 
if  they  were  turned  back  without  legislation.  I  can  see  that  the  adop- 
tion of  the  Interstate  Commerce  Commission's  plan  would  probably 
give  some  slight  additional  encouragement  to  railroad  investment,  but 
still  they  would  have  exactly  the  same  problem  of  paying  the  indebted- 
ness which  they  owe  the  Government.     As  a  matter  of  fact  I  antici- 
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pate  that  as  conditions  improve  the  companies  will  be  able  to  finance 
to  a  greater  and  greater  extent,  and  to  diminish  rather  than  increase 
their  indebtedness  to  the  Government.  This  is  not  a  factor  of  con- 
trolling importance  in  making  a  transfer  of  the  railroads  back  to  the 
management  of  the  companies. 

When  we  consider,  therefore,  that  in  itself  continued  Government 
operation  of  the  railroads  is  not  necessary  for  the  rendition  of  the 
public  service  and  will  be  increasingly  difficult,  and  therefore  on  its 
own  merits  as  a  separate  executive  propc^ition  ought  to  be  discon- 
tinued jDromptly,  unless  there  can  be  an  extension  which  will  remove 
the  difficulties,  I  confess  I  can  see  no  reason  whatever  why  this  control 
should  continue  simply  for  the  purpose  of  protecting  the  railroads 
from  an  alleged  chaotic  condition. 

But  the  view  appears  to  be  entertained  that  even  though  the  public 
transportation  service  can  not  be  satisfactorily  performed  by  the 
President  on  this  very  short  tenure,  nevertheless  he  ought  to  continue 
the  method  which  in  itself  is  not  in  the  public  interest,  because  it  will 
be  more  satisfactory  to  preserve  the  present  status  until  Congress  shall 
adopt  some  permanent  solution  of  the  railroad  problem. 

It  seems  to  me  a  fair  statement  to  say  that  this  proposition  amounts 
to  this:  Let  the  President  continue  to  perform  the  executive  func- 
tion which  he  may  believe,  in  view  of  its  limitations  and  difficulties, 
he  can  not  perform  to  the  satisfaction  of  the  American  public  and 
which  therefore  he  believed  he  ought  not  to  perform,  simply  in  order 
that  the  existing  status  may  be  preserved  while  Congress  is  consider- 
ing legislative  action. 

When  this  proposition  is  presented  to  the  President,  it  seems  to  me 
it  is  a  fair  position  for  him  to  take  to  say :  "  If  you  wish,  as  a  con- 
venience to  legislation,  that  I  continue  to  perform  this  executive 
function  of  running  the  railroads,  then  put  a  helpful  limitation  rather 
than  a  hurtful  limitation  upon  my  poAver,  so  that  I  can  give  the  public 
a  reasonably  satisfactory  service,  and  also  to  the  end  that  my  opera- 
tion of  the  railroads  may  aid  in  promoting  an  intelligent  permanent 
solution  of  this  great  problem." 

As  to  the  actual  rendition  of  the  public  service,  the  adoption  of  a 
five-year  limitation  instead  of  a  two-year  limitation  will,  in  my  opin- 
ion, make  all  the  difference  between  satisfactory  service  to  the  public 
and  unsatisfactory  service  to  the  public. 

The  five-3"ear  provision  will  at  once  give  a  sufficient  duration  to 
the  control  to  postpone  for  at  least  three  years  the  state  of  uncer- 
tainty and  ferment  which  under  the  21-inonths'  tenure  is  already 
beginning.  It  will  give  the  President  for  the  next  two  or  three 
years  a  stability  of  control  which  will  go  far  toward  fortifying  the 
rendition  of  the  public  service  against  the  state  of  the  public  mind 
that  has  inevitably  developed  at  the  end  of  the  war  after  a  period 
of  wonderful  self-control  and  self-sacrifice.  It  will  give  the  railroad 
organization  under  present  control  a  stability  which  will  enable  it 
to  offset  and  successfully  survive  the  temporary  condition  of  popular 
discontent. 

Likewise  the  five-year  provision  will  remove  the  nece>sity  for 
pressing  the  permanent  solution  of  the  railroad  question  into  the 
crowded  period  which  will  precede  the  next  presidential  election. 
There  will  be  more  time  to  get  our  bearings,  uiore  time  to  get  the 
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sober  thought  of  the  people  as  to  what  ought  to  be  the  permanent 
sohition,  and  instead  of  forcing  the  question  so  that  it  will  be  in  its 
most  acute  stages  in  the  midst  of  the  political  turmoil  preceding  the 
presidential  election,  it  will  be  practicable  to  let  the  actual  shaping 
of  the  legislation  come  in  the  more  tranquil  period  following  the 
presidential  election,  I  believe  this  will  very  substantiall}-  ameliorate 
the  disturbing  influences  upon  the  railroad  organization  in  the 
period  between  now  and  the  presidential  election. 

The  situation  will  be  stabilized,  the  atmosphere  will  be  greatly 
cleared,  and  the  railroad  organization  will  go  forward  in  the  rendi- 
tion of  the  public  service  in  a  far  more  satisfactory  and  successful 
way.  To  be  sure,  there  will  be  inevitably  political  discussion  and 
criticism  in  the  next  presidential  campaign.  But  it  will  be  far  less 
injurious  to  the  railroad  service  if  at  that  time  the  organization  still 
has  a  tenure  of  over  three  years  and  if  at  that  time  the  question  of 
permanent  solution  is  not  in  its  final  stages  of  passage — or  in  its 
death  throes,  whichever  the  case  may  be — than  can  be  the  situation 
if  at  that  time  the  control  is  to  end  in  a  very  few  months  and  if  the 
whole  atmosphere  is  surcharged  with  the  electricity  of  the  debate 
on  the  precise  form  of  a  solution. 

Looking  at  the  matter  from  the  standpoint  of  the  Government 
control  being  so  limited  as  to  be  helpful  to  the  successful  ])ermanent 
solution  of  the  railroad  question,  I  wish  to  emphasize  this  point: 

The  discussions  have  assumed  very  largely  that  a  five-j'ear  ex- 
tension contemplates  that  no  action  toward  a  permanent  solution 
will  be  taken  until  the  end  of  the  five  years;  that  everybody  inter- 
ested in  legislation  will  sit  down  and  do  nothing  and  calmly  await 
the  expiration  of  the  five  years  before  undertaking  to  shape  legisla- 
tion. I  do  not  think  this  ought  to  be  the  case  or  will  be  the  case. 
I  believe  the  study  of  the  permanent  solution  will  proceed  in  an 
orderly  way  and  I  shall  be  very  much  surprised  if  at  the  beginning 
of  the  next  presidential  term  the  question  shall  not  be  taken  up  and 
promptly  disposed  of.  It  seems  to  me  the  natural  development  of 
this  matter  will  be  that  during  the  first  year  of  the  next  presidential 
term  this  great  question  will  be  settled  and  then  a  transfer  can  be 
made  from  the  present  Federal  control  of  the  permanent  form  of 
management  which  may  be  adopted. 

It  may  be  suggested  that  upon  this  view  a  three-j^ear  extension 
would  do  as  well  as  a  five-year  extension.  I  think  a  three-year  ex- 
tension would  accomplish  a  great  deal  to  remove  the  difficulties 
which  are  inherent  in  the  21-month  plan  because  even  three  years 
would  segregate  and  s]:)read  out  and  in  part  dissipate  the  unfavor- 
able psychological  factors  which  under  the  21-month  plan  promise 
all  to  converge  so  as  to  do  the  maximum  damage  to  the  public  serv- 
ice; and  also  the  thre.^-year  extension  would  give  opportunity  for 
legislation  immediately  following  instead  of  immediately  preceding 
the  presidential  election.  But  I  believe  the  five-year  extension  would 
be  much  better  because  it  would  give  added  stability.  Of  course 
there  can  be  no  guaranty  that  thrre  will  be  a  ])ermanent  solution  in 
the  three-year  period  and  the  additional  two  years  will  give  a  mar- 
gin of  safety  which  will  remove  the  uncertainty  which  would  arise 
if  the  end  of  the  three-year  period  approached  and  there  appeared 
danger  that  no  legislation  would  be  accomplished. 
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Viewed  in  this  practical  way,  I  do  not  believe  there  is  anything 
substantial  in  the  argument  seriously  urged  that  an  extension  of 
the  time  would  necessarily  mean  Government  ownership.  If  a 
period  of  21  months  after  the  war  will  not  mean  Government 
ownership  I  do  not  see  how  a  period  of  not  exceeding  five  years 
w^ould  mean  Government  ownership.  A  great  deal  of  misconcep- 
tion has  arisen  as  to  the  amalgamation  of  railroad-operating  organi- 
zations. As  a  matter  of  fact  the  operating  organization  of  every 
important  railroad  is  preserved  intact  and  the  railroad  could  be 
turned  back  to-morrow  or  in  five  years  from  now  and  still  its  oper- 
ating organization  would  be  available  to  carry  on  the  business  with- 
out interruption  under  private  management.  In  a  comparatively 
few  cases  separable  parts  of  a  general  system  have  been  put  in  two 
different  regions,  but  each  of  these  separable  parts  has  a  practicable 
organization  which  could  be  transferred  bodily  back  to  private 
management  either  now  or  at  the  end  of  five  years.  Of  course  in 
terminals  there  have  been  some  consolidations  of  management,  but 
undoubtedly  they  ought  to  continue  under  private  control,  and  I  do 
not  see  any  practical  difficult}^  on  this  score  unless  when  private 
management  sliall  be  resumed  the  particular  companies  shall  wish  to 
put  their  separate  interests  above  the  general  public  interest  and  in 
that  event  it  will  be  an  advantage  to  the  public  that  the  established 
terminal  organization  is  a  consolidated  organization  so  as  to  make 
it  more  difficult  for  a  separate  and  selfish  development  of  the 
terminals.  As  to  the  corporate  organization,  each  company  will  pre- 
serve that  organization  through  two  years  or  through  five  3'ears  and 
it  will  be  entirely  practicable  to  resume  the  old  form  of  private 
management  at  any  date  between  those  limits. 

The  onl}'  thing  that  will  make  against  the  resumption  of  private 
management  at  the  end  of  five  years  or  an}^  intervening  period  be- 
tween the  21-months  and  5  years  will  be  that  as  a  result  of  unified 
control,  viewed  under  normal  operating  conditions  and  under  normal 
mental  conditions  after  the  reaction  following  the  war  shall  have 
spent  its  force,  the  public  will  reach  the  conclusion  that  a  greater 
degree  of  unified  control  is  in  the  public  interest  than  can  be  ac- 
complished through  the  medium  of  the  large  number  of  railroad 
corporations  which  in  the  past  have  controlled  the  railroads  of  the 
country.  If  the  public  does  reach  this  conclusion,  undoubtedly 
we  ought  not  to  return  to  the  old  system  and  the  public  will  have 
profited  by  having  been  given  an  opportunity  to  study  the  ad- 
vantages of  unified  control.  On  the  other  hand,  if  the  public  feels 
that  the  advantages  of  greater  or  less  degree  of  unifications  are  less 
than  the  advantages  of  the  multifarious  railroad  managements 
which  we  have  seen  in  the  past,  it  will  be  entirely  practicable  to  go 
back  to  the  old  forms  of  control. 

As  I  look  at  it,  anyone  who  is  in  a  public  position  where  a  recom- 
mendation is  expected  from  him  bearing  on  the  best  way  to  provide 
a  permanent  solution  of  this  great  question  must  act  under  a  heavy 
responsibility  in  giving  that  recommendation.  What  is  involved  is 
the  solution  of  a  question  which  probably  comes  closer  to  the  indi- 
vidual day  by  day  in  a  concrete  visible  shape  than  any  other  form 
of  public  acthity.  Every  day  the  individual  sees  the  railroad  and 
feels  the  result  of  its  management.     Perhaps  to  a   greater  extent 
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than  anj?^  other  form  of  enterprise,  the  railroad  constitutes  the  ever- 
present  visible  incarnation  of  capital  in  every  community.  There  is 
no  question  in  which  the  people  take  more  interest.  Its  permanent 
solution  is  a  matter  of  profound  impor^.ance. 

We  know  that  a  large  body  of  the  people  of  this  country  has  a 
settled  conviction  that  this  question  can  not  be  successfully  disposed 
of  except  through  Government  ownership.  The  arguments  of  the 
Government  OAvnership  advocates  are  temporarily  at  a  discount  by 
reason  of  a  reaction  from  all  forms  of  Government  control,  this 
being  a  perfectly  natural  aftermath  of  the  war.  Now,  is  it  the  part 
of  statesmanship  for  anyone  to  recommend  a  hasty  settlement  of 
this  question  in  a  period  when  the  permanent  convictions  of  a  large 
part  of  the  public  are  for  the  time  being  suffering  a  partial  eclipse 
by  reason  of  a  purely  temporary  state  of  mind?  I  do  not  believe 
any  solution  adopted  in  such  a  period  will  be  permanent.  I  believe 
the  feeling  will  grow^  that  a  solution  so  adopted  is  not  a  fair  con- 
clusion. A  very  strong  feeling  prevails  already  that  this  question 
is  being  pushed  now  by  the  railroad  executives,  because  they  feel  that 
the  "  going "  is  especially  good  and  that  they  had  better  make 
i:)rivate-management  hay  while  the  anti-Government  sun  continues  to 
shine.  I  do  not  believe  a  solution  reached  in  this  spirit  is  going  to 
satisfy  the  public. 

But  it  is  not  only  true  that  the  advocates  of  Government  owner- 
ship and  operation  are  temporarily  at  a  disadvantage.  It  is  also  true 
that  after  the  period  of  inconvenience  due  to  the  war  the  temporary 
tendency  to  reaction  from  that  condition  is  so  strong  that  it  appears 
exceedingly  difficult  to  get  a  favorable  hearing  for  any  railroad 
program  whatever  except  the  prompt  turning  back  of  the  railroads 
to  all  the  old  railroad  companies,  with  their  multifarious  and  con- 
flicting interests  and  methods.  I  shall  endeavor  to  point  out  later 
on  that  there  are  strong  reasons  in  favor  of  a  solution  of  this  ques- 
tion through  a  radical  reconstruction  of  private  ownership  and  man- 
agement, so  as  to  reduce  the  number  of  railroad  companies  to  com- 
paratively few,  and  so  as  to  get  for  the  people  the  advantages  of  a 
thoroughgoing  social  control  of  the  railroads  under  improved  pri- 
vate management  without  the  disadvantages  of  Government  owner- 
ship. But  I  believe  that  any  such  plan  is  at  a  disadvantage  at  the 
moment.  Apparently  every  hardship  or  difficulty  connected  with 
the  war-time  operation  of  the  railroads  proves  momentarily  to  be 
regarded  as  a  reason  why  there  should  be  no  sort  of  solution  except 
a  prompt  turning  back  of  the  railroads  to  all  the  railroad  companies 
with  new  legislation  which  really  makes  no  fundamental  change? 
whatever.  I  do  not  believe  this  state  of  mind  will  change  until 
there  is  an  opportunity  to  look  in  an  understanding  way  at  the  results 
of  Federal  control  under  peace  conditions.  Therefore,  the  impor- 
tance of  giving  a  fair  and  reasonable  test  to  Federal  control  under 
peace  conditions  is  not  merely  to  give  a  fair  showing  to  advocates 
of  Government  ownership,  but  also  to  give  a  fair  showing  to  the 
advocates  of  an}^  plan  other  than  the  plan  of  going  back  to  the  old 
regime.  I  firmly  believe  that  any  conclusion  which  might  be 
reached  before  this  fair  opportunity  shall  be  afforded  will  not  prove 
to  be  a  permanent  or  successful  solution  of  the  railroad  problem. 

I  think,  moreover,  it  is  a  fair  prediction  that  before  any  legisla- 
tion can  actually  be  shaped  there  will  be  a  reassertion  of  the  per- 
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manent  views  of  that  part  of  the  public  which  insists  on  a  greater- 
degree  of  social  control  of  the  railroads  and  that  this  reassertion  of 
the  views  now  temporarily  in  the  background  is  going  to  defeat  the 
adoption  of  any  permanent  program  in  the  next  two  years.  If  this 
shall  be  the  case  the  result  will  be  that  the  end  of  the  21-month 
period  will  approach  and  that  there  will  be  no  solution  at  all,  and 
then  there  will  be  an  outcry  for  an  extension  of  time  and  in  all 
probability  the  time  will  then  have  to  be  extended.  But  meanwhile 
the  public  service  will  have  had  all  the  disadvantages  and  uncertain- 
ties incident  to  the  21 -month  tenure,  with  all  the  cumulative  inter- 
action of  the  unfavorable  influences,  and  nevertheless  there  will  be 
an  extension.  I  can  not  believe  that  it  is  in  the  interest  of  the  pub- 
lic service  to  adopt  a  policy  which  has  such  strong  probabilities  of 
such  an  outcome. 

As  I  look  at  the  matter,  therefore,  it  is  only  fair  to  the  public  not 
to  attempt  to  force  a  permanent  solution  of  this  matter  in  a  time  of 
reaction  when  there  is  not  a  full  opportunity  for  the  equal  play  of 
all  public  views  on  the  subject,  and  I  believe  if  there  shall  be  any 
solution  under  these  temporary  and  abnormal  conditions  it  will  be 
disappointing  and  inconclusive. 

I  further  believe  that  those  who  advocate  Government  ownership 
and  operation  are  entitled  to  have  their  case  considered  on  its  merits 
and  not  embarrassed  by  a  necessarily  misleading  showing  of  the  con- 
ditions of  the  present  Federal  control.  At  this  time  the  only  year 
of  Federal  control  has  been  a  year  of  war ;  a  year  of  heavy  costs  and 
of  serious  public  inconvenience.  There  is  a  strong  disposition  to  as- 
sume, therefore,  that  Government  operation  under  any  circumstances 
means  correspondingly  heavy  costs  and  serious  inconvenience.  Since 
Government  operation  has  been  entered  upon  and  since  it  is  desired 
that  it  be  continued  to  facilitate  a  satisfactory  legislative  solution, 
then  my  recommendation  is  that  it  be  continued  long  enough  to  fur- 
nish a  fair  example  of  what  can  and  what  can  not  be  accomplished 
under  Government  ownership  in  time  of  peace.  So  far  as  we  are 
not  in  a  position  to  analyze  fully  even  the  results  of  the  war  year — 
the  year  1918.  It  will  probably  be  after  the  1st  of  March  before 
that  year  can  be  analyzed  and  satisfactorily  understood.  Yet  to  a 
large  extent  the  temporary  state  of  the  public  mind  is  to  view  the 
great  permanent  problem  of  social  control  of  the  railroads  during 
normal  times  of  peace  from  the  standpoint  of  the  imperfectly  under- 
stood results  of  a  year  of  war  operations.  Even  after  the  year  shall 
be  understood  it  ought  not  to  be  regarded  as  indicative  of  what  can 
be  accomplished  under  Government  control  in  peace  times.  Nearly 
€ivery  element  is  distorted,  because  war  distorts  everything,  and  tends 
to  make  some  lines  of  business  excessively  profitable  and  other  lines 
of  business  exceedingly  unprofitable. 

The  calendar  year  i919  will  be  a  period  of  readjustment.  When 
the  armistice  was  signed  on  November  11  the  railroads  had  been 
geared  up  as  a  war  machine  to  perform  a  war  function  of  indefinite 
duration.  It  then  became  necessary  to  readjust  the  machine  to 
peace  conditions.  Many  things  which  were  done  to  obtain  the 
-quickest  and  most  effective  results,  at  whatever  cost  might  be  neces- 
sary in  order  to  win  the  war,  can  in  peace  time  be  done  on  a  more 
•economical  basis.  These  things,  however,  can  not  be  changed  over- 
night.    A  time  of  readjustment  would  be  required  if  the  matter 
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were  viewed  solely  from  the  standpoint  of  the  physical  difficulties 
of  rearranfjing  the  scheme  of  organization.  Several  months  would 
be  involved  in  working  these  matters  out.  For  example,  during  the 
war  period  it  was  indispensable  to  place  cars  where  they  were  most 
needed  and  to  repair  them  whenever  they  happened  to  be  when  they 
needed  repairs.  Cars  can  be  repaired  more  economically  in  their 
home  shops  than  in  shops  of  other  railroads  because  the  home  shops 
are  e.si)ecially  ada]:)ted  to  repair  the  cars  belonging  to  the  home 
road.  Yet  under  war  conditions  this  policy  had  to  give  way  before 
the  policy  of  repairing  a  car  when  and  where  it  was  needed.  With 
the  resumption  of  peace  conditions  there  can  and  will  be  put  back 
into  force  the  policj^  of  returning  cars  to  a  much  greater  extent  to 
their  home  lines  so  that  they  can  be  repaired  in  their  home  shops,  and 
also  to  the  end  that  they  :an  be  used  in  the  traffic  to  which  they  are 
primaril}^  adapted.  In  the  course  of  a  few  months  it  is  believed  this 
condition  will  make  a  material  showing  in  the  reduction  of  the  cost 
of  car  repairs.  But  this  is  one  of  the  processes  of  readjustment 
which  can  not  be  done  instantly  and  which  w^ill  help  to  make  the  year 
1919  a  year  of  transition  aud  therefore  even  its  results  will  not  be  a 
normal  showing  of  what  can  be  accomplished  under  Federal  control. 

Moreover,  the  year  1919  is  a  critical  year  from  the  general  indus- 
trial standpoint.  It  is  a  year  when  the  problem  of  unemployment 
will  be  exceedingly  grave.  Every  Government  agency  should  deal 
with  that  problem  in  a  comprehensive  way  so  as  to  promote  the 
general  welfare  and  not  exclusively  with  reference  to  making  im- 
mediately the  very  greatest  reduction  in  its  own  costs.  This  factor 
ought  to  govern  largely  the  methods  of  the  Kailroad  Administration, 
and  in  or  ^er  to  aid  in  stabilizing  general  industrial  conditions  the 
Eailroad  Administration  ought  not  to  enter  upon  processes  of  re- 
trenchment so  radical  as  to  accentuate  the  general  industrial  diffi- 
.  -dties. 

But  if  the  plan  which  I  have  outlined  should  be  adopted  whereby 
there  shall  be  a  reasonable  extension  of  Federal  control  we  will  not 
only  create  a  condition  which  will  insure  the  removal  of  the  cumu- 
lative difficulties  in  the  way  of  the  rendition  of  an  adequate  public 
service,  but  we  Avill  insure  an  opportunity  for  an  examination  of  the 
results  of  unified  control  under  normal  conditions.  At  the  be- 
ginning of  the  next  Presidential  term  we  will  have  had  the  results  of 
two  3'ears  of  unified  control  in  time  of  peace,  the  year  1919  being  a 
year  of  readjustment  and  the  year  1920  being  in  all  probability  a 
3^ear  approximating  normal  conditions.  The  reports  of  both  these 
years  will  be  ready  by  that  time.  The  study  of  this  subject  can  then 
be  taken  up  in  the  light  of  data  which  are  reasonably  significant  and 
which  are  not  misleading.  Those  who  believe  in  Government  owner- 
ship will  at  least  have  had  an  opportunity  to  observe  a  fair  sample 
of  Government  control  under  peace  conditions  and  will  have  the 
opportunity  to  have  the  subject  disposed  of  in  a  condition  of  a  nor- 
mal state  of  the  public  mind  instead  of  the  abnormal  state  of  reac- 
tion against  Government  control  which  exists  at  present. 

I  think  there  is  anoth.er  highly  important  reason  why  there  ought 
to  be  a  reasonable  extension  of  Federal  control  so  as  to  avoid  precipi- 
tating a  solution  upon  the  basis  of  incomplete  and  misleading  data. 
I  think  this  more  deliberate  policy  is  due  to  labor.  On  every  hand 
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there  is  a  disposition  to  charge  existing  high  costs  to  the  increased 
rates  of  wages  which  have  been  paid  to  labor  by  the  Raih'oad  Ad- 
ministration. Practically  all  these  arguments  carry  with  them  in 
some  form  the  thought,  implied  rather  than  expressed,  that  these  rates 
of  pay  are  too  high  and  ought  to  be  reduced  at  the  earliest  possible 
opportunity.  I  believe  these  conclusions  are  unfair  to  railroad  labor, 
and  that  a  method  of  dealing  with  this  subject  ought  to  be  adopted 
which  will  give  an  opportunity  to  demonstrate  their  unfairness. 
A  very  large  part  of  the  heavy  operating  costs  of  the  past  year  were 
not  due  at  all  to  the  high  rates  of  pay,  but  to  other  factors  brought 
about  by  the  war.  One  was  the  abnormal  cost  of  repairing  cars  in 
foreign  shops,  to  which  I  have  already  referred.  Another  was  the 
extraordinary  turnover  of  labor  in  many  lines  of  work  due  to  a  great 
deal  of  labor  being  withdrawn  for  military  purposes  and  a  great  deal 
of  labor  being  tempted  into  other  lines  of  industry  where  much 
higher  wages  Avere  paid.  This  great  turnover  led  to  less  efficiency 
than  could  be  expected  of  men  who  remained  with  reasonable  perma- 
nency in  the  railroad  work.  The  scarcity  of  railroad  labor  also  made 
it  necessary  at  times  to  employ  labor  which  was  far  below  reasonable 
standards  of  efficiency.  It  was  also  necessary  in  the  time  of  war  pres- 
sure to  require  a  great  deal  of  overtime  work,  which  called  for  time- 
and-a-half  pay.  As  the  situation  now  stands  I  believe  all  these 
various  factors  are  being  piled  up  together  and  charged  to  the  pres- 
ent rates  of  wages  to  labor,  and  I  think  that  is  a  situation  which  is 
distinctly  unfair  to  railroad  labor.  I  do  not  believe  a  permanent 
solution  of  this  question  ought  to  be  forced  at  a  time  when  this  unfair 
conclusion  is  so  widespread  and  before  there  is  an  opportunity  by  an 
adequate  test  under  normal  conditions  to  show  the  real  efficiency  of 
labor  upon  the  basis  of  the  present  rates  of  pay.  There  is  every 
evidence  that  the  most  cordial  cooperation  will  be  afforded  by  labor 
in  rendering  value  received  for  the  wages  paid,  but  these  conditions 
can  not  be  translated  into  reports  of  operation  except  b}^  the  lapse  of 
time.  I  believe  the  year  1919  will  tell  in  a  progressive  wa}',  and  the 
year  1920  will  tell  in  a  much  more  settled  way,  what  can  be  accom- 
plished with  increased  efficiency  of  lalior  on  the  basis  of  the  present 
rates  of  pay,  and  in  my  own  opinion  labor  has  a  right  to  demand  that 
a  permanent  solution  of  the  railroad  question  shall  not  be  forced  so 
as  td  deprive  labor  of  the  right  to  the  showing  that  can  be  nuide  on 
this  matter  if  a  reasonable  extension  shall  be  made. 

Another  factor  deserving  serious  consideration  is  that  of  the  inland 
waterways  of  this  country.  For  many  years  the  people  have  at- 
tached the  greatest  importance  to  the  adequate  development  of  these 
waterways,  and  it  has  been  the  subject  of  a  special  solicitude  by  Con- 
gress. Under  Government  control  of  the  railroads  the  first  beginnings 
have  been  made  in  developing  Avhat  is  actually  practicable  in  the  way 
of  the  economical  utilization  of  some  of  the  principal  inland  water- 
ways. I  believe  it  highly  important  that  there  should  be  a  fair  test  of 
this  subject.  I  do  not  believe  there  can  be  a  fair  test  that  is  not  symjin- 
thetic,  and  I  do  not  look  for  a  sympathetic  test  of  this  matter  if  the 
railroads  are  turned  back  to  private  control  in  advance  of  an  ado(]uate 
test  being  made.  My  own  view  is  that  it  is  true  that  as  to  important 
classes  of  traffic  the  great  waterways  of  the  country  which  have  been 
developed  at  so  much  expense  by  the  Government   are  capable  of 
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economic  use  in  the  interest  of  the  public,  and  I  believe  that  pos- 
sibility should  be  thoroughly  tested  under  the  most  sympathetic  and 
closely  coordinated  control  of  railroad  and  water  operation.  Un- 
doubtedly this  will  be  brought  about  if  there  is  a  reasonable  extension 
of  Government  control.  I  do  not  see  how  it  can  be  successfully 
brought  about  otherwise,  because  I  think  mere  legal  provisions  for 
cooperation  will  not  accomplish  the  purpose  unless  the  railroads  wish 
to  cooperate,  and  frankly  I  do  not  believe  that  under  private  man- 
agement the  railroads  will  wish  to  cooperate  with  the  waterways  in 
developing  any  traffic  which  the  railroads  themselves  can  handle 
without  loss. 

Another  important  reason  in  favor  of  the  extension  of  Federal 
control  is  that  it  would  have  beneficial  effect  in  stabilizing  industrial 
conditions  at  the  very  time  such  stabilization  is  most  badly  needed. 
Every  day  we  see  a  growing  number  of  idle  soldiers  and  laborers 
and  increasing  evidences  of  the  growth  of  unemployment  and  in- 
creasing concern  as  to  what  can  be  done  to  provide  a  helpful  means 
for  dealing  with  this  menacing  condition.  It  is  well  known  that  the 
railroads  possess  an  extraordinarily^  large  purchasing  power  in  con- 
nection with  the  carrying  out  of  their  programs  for  improvements, 
and  that  when  railroad  improvements  can  be  carried  forward  on  an 
extensive  scale  they  not  only  afford  direct  employment  for  a  great 
many  additional  railroad  employees,  but  they  aJEford  indirect  em- 
ployment for  thousands  of  other  employees  who  would  be  engaged 
in  making  the  things  which  the  railroads  need  for  their  improvement 
work.  Here,  then,  we  have  the  factor  of  rapidly  increasing  unem- 
ployment, and  also  we  have  the  potential  factor  of  the  great  stabiliz- 
ing influence  of  railroad  improvement  activity.  Congress  has  the 
choice  between  a  course  which  will  minimize  railroad  improvement 
and  a  course  which  will  greatly  extend  it.  If  the  period  of  Govern- 
ment control  be  limited  to  the  21  months,  the  amount  of  railroad 
improvement  will  be  minimized  because  of  the  shortness  of  the  time 
within  which  to  plan  and  do  the  work,  the  uncertainty  of  railroad 
credit,  and  the  disposition  of  the  railroad  companies  to  defer  im- 
provements until  the  comparatively  near  date  when  they  will  again 
be  in  control.  If  the  period  be  extended  to  five  j^ears.  steps  can  at 
once  be  taken  to  en^r  upon  a  much  more  comprehensive  program,, 
and  I  believe  that  t»e  greatly  increased  credit  of  the  railroad  com- 
panies which  will  result  from  this  additional  certaint.y  will  enable 
us  to  get  their  active  cooperation  in  financing  an  extensive  program. 
I  can  not  think  of  any  way  in  which  Congress  could  so  easily  pro- 
mote industrial  stabilization  as  through  granting  the  five-year  ex- 
tension, I  believe  the  adoption  of  this  extension  would  guarantee 
stability  and  the  employment  of  thousands  of  men  who  would  other- 
wise be  idle. 

On  account  of  my  responsibilities  as  Director  General  of  Eail- 
roads,  I  believe  it  will  be  excusable  in  me  to  lay  before  you  my  per- 
sonal views  as  to  the  permanent  solution  of  the  railroad  problem.  I 
must  emphasize  that  I  speak  only  for  myself,  I  am  not  authorized 
to  speak  for  the  President,  and.  indeed,  he  has  never  expressed  any 
view  on  the  subjec  t  to  me,  and  he  has  shown  in  his  address  to  Con- 
gress that  he  has  reached  no  conclusions  on  the  subject  of  a  per- 
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manent  solution.  I  do  not  conceive  it  to  be  m}^  function  to  attempt 
to  bring  about  one  solution  rather  than  another,  but  I  feel  that  con- 
victions which  are  the  result  of  long  years  of  contact  vrith  the  subject 
may  be  of  some  value  as  emphasizing  some  of  the  leading  require- 
ments which  I  believe  must  be  fairly  faced  and  met  before  we  can 
reach  a  solution  which  will  be  reasonably  satisfactory  to  the  Ameri- 
can public.  I  may  say  that  these  conclusions  on  my  part  constitute 
a  process  of  evolution.  I  started  out  believing  that  practically  no 
public  regulation  was  necessary.  I  came  to  appreciate  the  neces- 
sity and  value  of  the  strictest  public  regulation.  For  a  long  time  I 
believed  that  the  great  number  of  railroad  companies  in  this  country, 
despite  their  difterences  in  circumstances  and  ability,  could  work 
out  their  own  salvation  and  render  an  adequate  public  service.  I 
have  been  driven,  however,  by  my  contact  with  the  subject  to  the 
conviction  that  this  is  not  the  case  and  that  there  must  be  a  radical 
reconstruction  of  the  whole  scheme  of  private  ownership  and  man- 
agement if  we  are  to  avoid  Government  ownership. 

While  I  have  stated  with  all  the  emphasis  at  my  command  that  I 
think  the  advocates  of  Government  ownership  ought  to  have  a  fair 
opportunity  to  have  their  case  decided  on  its  merits  and  in  a  normal 
peace-time  atmosphere,  I  have  said  this  because  of  my  belief  in  fair 
pla}^  and  because  I  do  not  think  any  solution  which  fails  to  give  the 
fullest  opportunity  for  the  .  onsideration  on  its  merits  of  every  phase 
of  the  subject  can  be  conclusive  or  permanent.  But  I  do  not  per- 
sonally believe  in  Government  ownership.  I  believe  there  can  be  a 
form  of  radically  reconstructed  private  ownership,  with  such  close 
Government  supervision,  including  Government  representation  on 
the  boards  of  directors,  as  will  give  the  public  and  labor  all  the  bene- 
fits of  Government  ownership  and  at  the  same  time  will  preserve  the 
benefits  of  private  and  self-interested  initiative  and  will  avoid  the 
politic  al  difficulties  which  perhaps  are  inseparable  from  Government 
ownership. 

I  do  not  believe  that  the  plans  now  before  the  committee  which 
contemplate  turning  the  railroads  back  to  management  by  the  nu- 
merous railroad  corporations  of  the  past  will  meet  the  fundamental 
difficulties,  and  I  believe  the  more  thoroughly  the  subject  is  explored 
the  more  this  will  be  appreciated  and  that  it  will  develop  by  degrees 
that  a  far  more  radical  treatment  will  be  needed  and  that  this  treat- 
ment can  not  be  accorded  in  the  crowded  i^eriod  of  the  next  two 
years.  These  convictions,  therefore,  greatly  strengthen  my  view  that 
from  every  standpoint  the  arguments  at  this  time  are  m  favor  of  an 
extension  of  Federal  control,  so  as  to  give  an  adequate  time  for  work- 
ing out  the  radical  reconstruction  which  is  necessary,  as  well  as  to 
give  fair  consideration  under  normal  conditions  to  every  public  point 
of  view  on  the  subject  and  as  well  as  to  give  a  public  transportation 
service  in  the  meantime  under  favorable  and  satisfying  conditions, 
rather  than  under  unfavorable  and  unsatisfactory  conditions. 

With  your  permission,  therefore.  I  wish  to  submit  my  views  on 
the  points  which  I  regard  as  the  fundamentals  of  this  situation  and 
which,  in  my  opinion,  are  not  met  by  the  plans  now  before  Congress. 

First.  There  can  be  no  solution  through  the  operation  of  the  rail- 
roads by  the  numerous  existing  railroad  corporations  with  their 
widely  varying  financial  structures.  The  deep-seated  suspicion  of 
the  public  and  of  labor  that  there  is  serious  overcapitalization  largely 
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negatives  all  representations  as  to  the  propriety  of  any  given  level 
of  railroad  operating  income.  To  perpetuate  existing  capitalizations 
means  to  perpetuate  suspicion  and  unrest  and  will  defeat  any  plan 
despite  the  other  good  qualities  the  plan  may  have. 

Second.  No  plan  can  be  permanently  successful  which  leaves  rail- 
road operations  with  a  large  number  of  different  railroad  corpora- 
tions, some  strong  and  some  weak.  So  long  as  this  condition  con- 
tinues it  will  result  that  on  any  given  basis  of  rates  and  wages  some 
railroads  v\^ill  prosper  to  a  great  degree  and  others  will  fail.  Any 
level  of  rates  which  will  provide  enough  revenue  to  sustain  the  weak 
roads  will  give  the  strong  roads  more  than  the  public  is  willing  for 
them  to  have.  Whatever  level  of  rates  is  adopted,  the  public  will  be 
at  a  disadvantage  either  through  impaired  service  on  the  poor  roads 
or  through  being  charged  more  than  is  necessary  on  the  strong  roads. 
The  contrast  between  the  weak  and  the  strong  roads  will  lead  to  con- 
tinual discontent  and  dispute  as  to  what  basis  of  rates  is  correct  and 
will  largely  tend  to  defeat  any  scheme  of  regulation,  no  matter  how 
reasonable  in  itself. 

Third.  The  plan  of  private  management  proposed  necessarily  in- 
volves the  idea  that  if  one  or  many  railroad  companies  happen  to  be 
exceptionally  prosperous,  the  entire  exceptional  profits  remain  with 
the  railroad  company.  This  condition  will  make  the  public  alw^ays 
fear  or  suspect  that  it  is  being  exploited-  through  the  transportation 
service  for  the  benefit  of  private  capital  and  will  lead  to  continual 
insistence  upon  the  railroads  being  operated  exclusively  for  the  pub- 
lic benefit  through  Government  ownership  and  operation.  Also, 
similar  suspicions  will  always  encourage  unrest  on  the  part  of  labor. 
If  any  plan  of  private  management  is  to  be  successful,  it  ought  to 
provide  for  the  participation  of  the  Government  and,  perhaps,  of 
labor  in  the  profits  in  excess  of  some  comparatively  moderate  return. 

Fourth.  This  country  has  settled  down  to  the  definite  conception 
that  railroads  ought  not  to  receive  more  than  a  reasonable  return 
and  also  that  they  ought  not  to  receive  less.  Theoretically  this  ap- 
pears to  be  a  reasonably  definite  standard.  Practically,  the  standard 
is  impossible  of  application  under  the  proposed  plan  of  private  man- 
agement. No  matter  how  carefully  rates  may  be  fixed,  they  are  more 
likely  to  vary  either  above  or  below  a  fair  return  than  to  produce 
the  fair  return  and  no  more  and  no  less.  A  prosperous  year  may 
produce  too  much,  and  before  the  rates  can  be  changed  the  excep- 
tional prosperity  may  have  disappeared.  Of  course,  one  company 
may  get  more  than  a  fair  return  and  another  less.  If  the  Govern- 
ment adopts  the  proposed  plan,  it  will  be  doing  a  vain  thing.  It 
will  be  proceeding  on  the  idea  that  it  is  insuring  the  public  the 
performance  of  an  adequate  transportation  service  for  a  fair  return, 
but  it  will  be  providing  machinery  that  never  will  and  never  can 
provide  the  desired  fair  return.  The  logical  thing  to  do  is  for  the 
Government  itself  to  ascertain  what  the  fair  return  ought  to  be  and 
to  guarantee  that  to  the  railroads,  and  then  if  it  wishes  the  benefit 
of  the  increased  efficiency  which  may  probably  be  expected  from 
private  initiative  it  can  permit  a  moderate  participation  in  any 
profits  in  excess  of  that  return.  Either  the  Government  ought  to 
abandon  the  fair-return  theory  altogether  or  it  ought  to  adopt  a 
plan  which  will  secure  it.     If  it  abandons  the  plan,  it  can  then  say 
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the  railrortd  business  is  a  commercial  business,  free  to  make  what- 
ever it  can.  But  if  it  sticks  to  the  fair  return  in  theory,  it  ought  to 
find  a  way  to  realize  the  fair  return  in  practice;  and  this  can  never 
be  done  under  the  proposed  plan  of  private  management. 

Fifth.  It  is  recognized  that  it  is  indispensable  that  capital  invested 
in  railroads  shall  yield  a  sufficient  return  to  attract  additional 
capital.  But  the  proposed  plan  of  private  management  involves  the 
whole  subject  in  so  much  confusion  and  uncertainty  as  to  make  the 
prospect  of  obtaining  additional  needed  capital  highly  unfavorable. 
If  the  fair-return  principle  be  adopted  in  theory  but  fail  in  practice, 
the  result  will  be  either  that  the  public  will  suffer  serious  incon- 
venience through  railroad  credit  being  impaired  so  that  the  neces- 
sary new  capital  can  not  be  raised,  or  the  public  will  suffer  serious 
loss  through  being  compelled  to  pay  in  the  aggregate  a  great  deal 
more  for  transportation  rates  than  is  necessary  to  produce  the  fair 
return.  The  whole  matter  will  be  so  uncertain  and  so  subject  to 
accidental  fluctuations  that  a  large  margin  over  fair  return  must  be 
assured  in  order  to  keep  railroad  credit  reasonably  protected,  and  if 
it  is  not  so  protected  through  this  large  margin  then  the  public 
service  will  suffer.  The  real  object  sought  to  be  accomplished  can 
be  obtained  without  all  this  uncertainty  and  injury  by  the  Govern- 
ment itself  assuring  once  and  for  all  a  fair  return.  Of  course  a  defi- 
nite Government  assurance  of  this  character  will  necessitate  a  much 
lower  total  compensation  than  would  have  to  be  provided  through 
the  haphazard  plan  of  a  theoretical  fair  return  administered  through 
impossible  machinery.  Therefore  there  would  be  a  large  saving  to 
the  public  in  a  definite  Government  guaranty  and  an  enormous 
benefit  in  the  way  of  creating  a  real  and  reliable  credit  instead  of 
one  involved  in  the  greatest  uncertainty. 

The  proposed  plan  of  private  management  does  not  meet  any  of 
the^e  fundamental  needs.  If  adopted,  all  these  needs  will  remain 
unsatisfied  and  will  operate  with  cumulative  effect  to  produce  a 
failure  of  the  entire  regulatory  scheme,  and  in  a  short  while  the 
whole  raih'oad  subject  v.ill  have  to  be  dealt  with  again  simply  because 
its  fundamentals  are  not  dealt  with  now. 

Indeed,  the  failure  to  guard  these  essential  points  will  operate 
to  prevent  the  proposed  plans  from  receiving  general  acceptance. 
The  very  fact  that  the  proposed  plan  still  leaves  the  public  sus- 
pecting that  unjustified  capitalization  is  enjoying  a  return,  and  still 
admits  of  instances  of  some  railroad  corporations  deriving  ap- 
parently excessive  returns  even  on  their  existing  capitalization,  will 
go  a  long  way  toward  defeating  the  concessions  which  it  is  pro- 
posed to  make  in  favor  of  the  railroad  corporations,  and  the  con- 
ception will  prol)ably  become  increasingly  clear  that  the  desired 
certainty  of  sufficient  return  will  not  be  assured. 

Again,  the  proposals  of  the  present  plans  for  pooling  of  traffic 
under  certain  conditions  and  for  unification  of  terminals  and  facili- 
ties and  for  combined  control  of  cars  and  traffic  in  time  of  emer- 
gencies is  going  to  prove  lai-gely  illusory.  It  is  exceedingly  difficult 
to  see  how  any  compulsory  plan  along  these  lines  can  be  worked  out, 
and  in  practice  it  will  mean  there  will  l)e  no  unification  excei)t  when 
rival  companies  can  decide  that  it  is  distinctly  to  their  own  interest 
to  unify  or  except  in  very  extreme  emergencies.  It  will  be  difficult 
to  induce  a  strong  enterprise  to  dilute  itself  by  niergino;  with  the 
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weak  one.  The  result  is  likely  to  be  that  the  public  will  feel  that 
merely  permissive  combination'will  be  indulged  in  only  when  it  helps 
the  railroads  and  hence  is  undesirable,  and  it  will  despair  of  getting 
any  effective  compulsory  regulation  when  so  many  different  com- 
panies with  traditional  rivalries  and  divergent  interests  will  have 
to  be  consulted. 

It  may  be  said  that  my  observations  necessarily  lead  to  Govern- 
ment ownership  and  operation.  I  do  not  think  so.  I  believe  that 
nil  the  objects  which  I  think  must  be  achieved  in  order  to  obtain  a 
permanent  solution  can  be  accomplished  through  the  creation  of 
a  comparatively  few  railroad  companies,  which  will  have  capitaliza- 
tion equal  only  to  the  real  value  of  the  property,  and  which  will 
have  a  moderate  guaranteed  return,  with  the  right  to  participate 
moderately  in  any  additional  profits.  In  this  way  I  believe  it  would 
be  entirely  practicable  to  preserve  whatever  advantages  there  may 
be  in  private  management  and  at  the  same  time  meet  the  difficulties 
which  I  have  already  pointed  out  and  which  must  be  met  in  order 
to  get  a  permanent  solution. 

My  prediction  is  that  the  more  this  subject  is  discussed  the  more 
apparent  it  will  become  that  the  advantages  of  the  proposed  plan 
of  private  management  through  the  multiplicity  of  old  railroad  cor- 
porations is  wholly  illusory  and  ought  not  to  be  adopted,  and  that 
the  subject  must  be  dealt  with  in  the  radical  and  fundamental  way 
which  I  have  pointed  out.  I  do  not  believe  that  the  radical  changes 
which  in  my  judgment  are  indispensable  to  the  permanent  solution 
of  this  question  can  be  made  without  prolonged  study  and  debate. 
I  am  therefore  forced  to  the  conclusion  either  that  there  will  be 
no  comprehensive  legislation  in  the  next  two  years  or  that  any  legis- 
lation adopted  will  be  so  much  like  the  present  system  as  to  offer 
no  hope  for  a  permanent  solution.  If,  therefore,  my  opinion  is  asked 
as  to  the  propriety  of  retaining  the  railroads  under  Federal  control 
to  facilitate  a  satisfactory  permanent  solution,  my  reply  is  that 
from  that  standpoint  we  had  better  terminate  the  control  and  go 
back  promptly  to  the  old  system  or  we  should  extend  the  control 
long  enough  to  admit  of  an  adequate  opportunity  to  adopt  a  radical 
and  new  system  which  will  really  bring  about  a  permanent  solution. 

A  great  deal  has  been  said  about  the  claims  of  the  railroad  security 
holders  to  a  reasonable  degree  of  protection.  I  know  of  nothing 
which  would  more  satisfactorily  protect  their  situation  than  a  five- 
year  extension,  because  that  extension  will  be  ample  to  cover  not  only 
the  period  of  industrial  readjustment,  but  also  the  period  of  legisla- 
tive readjustment.  My  personal  view  is  that  any  legislation  adopted 
in  the  next  year  or  so  is  not  likely  to  deal  with  this  situation  in  the 
fundamental  way  which  will  be  necessary  to  give  adequate  assurance 
to  capital  invested  in  the  railroads.  I  think  any  plan  which  still 
leaves  the  question  whether  the  railroads  will  or  will  not  get  a  fair 
return  subject  to  all  the  fundamental  difficulties  which  I  have  pointed 
out  would  leave  the  position  of  the  security  holders  in  doubt  and 
uncertainty.  Indeed,  there  will  be  serious  question  whether  any 
legislation  will  be  adopted  in  the  21  months'  period,  and  I  believe 
for  a  large  part  of  that  period,  if  not  for  the  entire  period  the  existing 
uncertainty  as  to  what  will  happen  will  be  continued.  I  can  not 
imagine  how  this  can  be  otherwise  than  prejudicial  to  the  legitimate 
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interests  of  railroad  security  holders.  On  the  other  hand,  a  five-year 
extension  will  greatly  stabilize  this  situation.  For  example,  I  be- 
lieve that  with  such  an  extension  the  ability  of  the  railroad  companies 
to  finance  on  reasonable  terms  what  may  be  necessary  for  them  to 
finance  in  order  to  make  desired  public  improvements  would  be  very 
greatly  increased,  and  the  substitution  of  a  period  of  five  years  of 
certainty  for  the  existing  and  prospective  period  of  uncertainty 
would  constitute  the  greatest  relief  to  railroad  security  holders  and 
to  the  general  financial  situation. 

From  every  standpoint,  therefore,  I  believe  it  is  in  the  public  inter- 
est that  there  should  be  an  extension  of  control  to  January  1,  1924. 
This  will  insure  public  service  in  the  meantime  under  the  best  condi- 
tions of  public  control  instead  of  under  the  worst  conditions  of  pub- 
lic control.  It  will  give  an  opportunity  for  the  adoption  of  a  perma- 
nent solution  under  conditions  most  favorable  to  perfectly  fair  con- 
sideration of  every  proposal  instead  of  forcing  a  solution  in  a  period 
where  the  advocates  of  a  greater  social  control  are  at  a  disadvantage. 
It  will  make  it  practicable  to  liave  the  results  of  normal  operations 
under  Government  control  which,  in  my  opinion,  will  not  be  prac- 
ticable prior  to  March,  1921,  wlien  the  results  of  the  year  1920,  as  well 
as  the  results  of  the  year  1919,  will  be  available.  It  will  relieve  labor 
of  the  highly  unfair  inferences  that  are  now  drawn  from  the  costs  of 
railroad  operation  under  Government  control..  It  will  give  an  op- 
portunity to  give  a  fair  test  to  the  proper  coordination  of  railroads 
and  inland  waterways.  It  will  not  prejudice  any  legitimate  interest 
in  any  w^ay.  And  meantime  it  will  leave  the  President  in  a  position 
where  he  can  perform  his  primary  executive  function,  that  of 
rendering  the  transportation  service  under  favorable  conditions 
rather  than  under  conditions  of  the  most  unfavorable  and  difficult 
character. 

I  have  not  undertaken  in  this  statement  to  go  into  the  details  of 
railroad  operation  during  the  war  period.  The  former  director  gen- 
eral has  explained  to  you  the  imi^ortant  results  which  were  achieved. 
I  am  prepared  to  answer  any  questions  that  may  be  asked  or  to 
arrange  to  have  answers  provided  in  accordance  with  the  facts,  I 
wish  merely  to  emphasize  a  few  leading  considerations. 

The  wages  paid  labor  have  been  paid  because  they  were  regarded 
as  reasonable  and  fair  considering  the  cost  of  living,  the  competitive 
conditions  of  other  labor,  the  recognized  differentials  between  differ- 
ent sorts  of  railroad  labor,  and  the  desirability  of  a  considerable 
measure  of  uniformity.  Certain  extreme  cases  have  been  taken  and 
emphasized  apparently  with  a  view  to  creating  the  impression  that 
the  wages  paicl  railroad  labor  were  grossly  excessive,  but  this  im- 
pression is  not  justified,  and  the  cases  will  not  stand  analysis  and  will 
be  found  not  typical  of  the  general  conditions.  The  Railroad  x\d- 
ministration's  original  wage  order  was  promulgated  on  the  basis  of 
report  made  by  the  railroad  wage  commission,  consisting  of  Messers. 
Franklin  K.  Lane,  Charles  C.  McChord,  J.  Harry  Covington,  and 
William  R.  Willcox.  The  subsequent  additions  to* those  wages  have 
been  made  on  the  basis  of  recommendations  by  the  board  of  rail- 
road wages  and  working  conditions,  consisting  of  three  rep- 
resentatives of  railroad  managements  and  three  rein-esentativcs 
of  railroad  labor.     What  has  been  done  has  been   with   reference 
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to  the  reasonable  requirements  of  the  situation,  and  I  wish  again  to 
emphasize  that  it  is  highl}^  unfair  to  railroad  labor  to  attribute  to 
the  rates  of  wages  which  Avere  thus  arrived  at  and  which  are  being 
paid,  all  the  elements  of  abnormal  cost  which  manifested  themselves 
during  the  period  of  the  war,  and  which  must,  in  part,  manifest 
themselves  in  a  diminishing  degree  during  this  year  of  recon- 
struction. 

There  has  been  much  criticism  of  the  Railroad  Administration  by 
the  representatives  of  the  railroad  executives,  I  do  not  believe  that 
any  issue  now  before  this  committee  can  be  helpfully  illuminated  by 
any  discussion  of  the  details  of  these  matters,  although,  of  course,  1 
am  prepared  to  deal  with  any  of  them  which  the  committee  thinks 
important.  The  general  fact,  however,  is  that  there  Avas  no  purpose 
whatever  on  the  part  of  the  Railroad  Administration  to  take  any 
action  other  than  that  reasonable  and  appropriate  to  meet  the  neces- 
sities of  the  war  situation.  In  the  staff  of  the  Railroad  Administra- 
tion there  Avere  assembled  men  whose  lifelong  experience  had  been 
with  the  railroad  corporations,  as  well  as  others  whole  lifelong  ex- 
perience had  been  in  the  representation  of  the  public  or  in  the  repre- 
sentation of  labor.  The  conclusions  reached  were  not  based  on  hos- 
tility to  the  owners  of  the  properties  or  on  a  desire  to  treat  them 
otherwise  than  fairly  or  on  any  desire  whatever  except  to  do  what 
was  regarded  as  reasonably  necessary  and  appropriate  to  meet  the 
war  purposes  which  the  Railroad  Aclministration  had  to  meet. 

From  the  signing  of  the  armistice  there  has  been  an  entire  appre- 
ciation on  the  part  of  the  Railroad  Administration  that  during  the 
rest  of  its  existence  its  policies  and  methods  must  be  adapted  to  peace 
conditions  and  not  to  war  conditions.  The  former  director  general 
made  this  clear  from  the  time  of  the  signing  of  the  armistice,  and 
from  the  time  I  became  director  general  upon  January  11,  I  have 
devoted  myself  to  plans  for  readjusting  the  policies  of  the  Railroad 
Administration  to  a  peace  basis,  in  order  to  avoid  any  of  those  things 
which  might  be  sanctioned  under  war  conditions,  but  which,  under 
peace  conditions,  would  be  regarded  as  arbitrar}^  In  this  respect, 
as  in  so  many  others,  the  inevitable  tendency  at  present  is  to  assume 
the  practices  which  would  not  be  satisfactory  to  the  public  under 
peace  conditions,  will  nevertheless,  be  persisted  in  by  the  Railroad 
Administration,  simply  because  they  appeared  necessary  and  proper 
under  war  conditions.  Those  who  take  this  position  appear  to  for- 
get that,  after  all,  the  director  general  and  his  associates  are  ser- 
vants of  the  public,  and  certainly  have  as  vital  an  interest  as  any 
other  public  servant  in  meeting  fairly  and  satisfactorily  every  rea- 
sonable demand  on  the  part  of  the  public. 

Mr.  Chairman,  I  am  very  greatly  obliged  to  you  for  the  attentive 
hearing  the  committee  has  given  me,  ancl  for  its  self-restraint  in  not 
asking  me  questions. 

The  Chairman.  Are  there  any  questions  that  any  member  of  the 
committee  desires  to  ask  Mr.  Hines  ? 

Senator  Cummins.  Not  now.  I  only  want  to  examine  Mr.  Hines 
on  one  point,  and  I  think  some  of  the  others  want  to  examine  him  a 
little  more  generally,  so  I  will  wait. 

Senator  Townsend.  I  might  ask  you.  Mr.  Hines.  if  in  the  course  of 
your  operations  as  Director  General  of  Railroads  vou  think  you  havo 
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sufficient  authority  now  to  carry  out  the  provisions  of  the  phm  which 
you  have  advocated  here? 

Director  General  Hixes.  I  do  not  quite  follow  that  question,  Sena- 
tor Townsend. 

Senator  Townsem).  You  have  suggested  a  plan  here,  or  the  out- 
lines of  a  plan,  under  which  the  railroads  should  be  managed,  in  your 
judgment. 

Director  General  Hines.  As  a  permanent  solution? 

Senator  Townsend.  Yes. 

Director  (General  Hines.  Yes. 

Senator  Townsend.  Do  you  think  you  have  authority  now,  as 
Railroad  Director,  to  carry  out  that  plan? 

Director  General  Hines.  Senator,  my  idea  is  that  the  adoption  of 
such  a  plan  would  be  purely  a  matter  of  original  legislation  for  Con- 
gress, and  that  any  control  meanwhile  by  the  Railroad  Administra- 
tion would  be  an  interim  control,  under  the  present  law.  Of  course, 
the  President,  under  the  present  law,  has  adequate  pow^er  to  carry  on 
the  sort  of  control  that  he  now  has,  and  if  there  were  an  extension, 
for  example,  to  carry  that  on  until  such  a  permanent  plan  were 
adopted ;  but  the  adoption  of  a  permanent  plan  would  be  exclusively 
an  original  act  through  legislation  by  Congress. 

Senator  Townsend.  Is  it  your  purpose  to  proceed  along  the  lines 
suggested  by  you  as  closely  as  you  can? 

Director  General  Hines.  I  do  not  see,  Senator,  that  we  could  pro- 
ceed along  that  line,  or  on  any  other  line  in  the  way  of  a  permanent 
solution.  My  thought  is  that  the  only  thing  the  President  can  do  in 
operating  the  railroads  is  to  undertake  to  render  an  adequate  and 
satisfactory  public  service  for  whatever  period  he  has  control;  and 
whatever  he  does  in  that  respect  I  do  not  see  how-  he  could  vary  his 
policy  so  as  to  affect  one  way  or  the  other  the  adoption  of  a  perma- 
nent solution.  Of  course,  the  results  of  that  operation  would  have  a 
bearing,  no  doubt,  upon  public  sentiment,  but  those  results  would  be 
the  facts,  whatever  they  are,  and  the  facts  growing  out  of  an  effort 
to  operate  the  railroads  so  as  to  give  an  adequate  and  satisfactory 
public  service;  so  I  do  not  see  that  there  is  any  discretion  or  choice 
in  the  President's  mind  or  in  the  mind  of  his  representative  which 
would  call  for  one  course  of  action  looking  to  the  carrying  out  of  the 
plan  I  have  suggested,  and  for  another  course  of  action  looking  to  the 
carrying  out  of  any  other  plan. 

Senator  Townsend.  Do  you  recommend  legislation  looking  to  the 
carrying  out  of  the  plan  3'^ou  have  suggested? 

Director  General  Hines.  It  is  my  best  personal  judgment  that 
that  is  the  best  solution.  As  I  say.  I  can  not  speak  for  the  President 
in  the  matter;  I  do  not  know  his  views  about  it. 

Senator  Townsend.  Do  you  think  it  would  take  Congress  five 
years  to  pass  a  law  such  as  you  have  recommended? 

Director  General  Hines.  I  do  not  believe  it  would  take  five  years, 
but,  on  the  other  hand,  it  may  seem  foolish  for  a  man  who,  like  my- 
self is  a  tyro  in  legislative  matters  to  express  an  opinion  to  you 
gentlemen  who  know  so  much  more  about  such  things;  but  I  can 
not  get  away  from  the  feeling  that  the  matter  involves  such  a  funda- 
mental change  when  you  get  down  to  working  it  out.  it  involves  so 
many  important  details,  that  it  is  highly  improliable  that  any  per- 
manent plan  would  be  adopted  in  the  next  two  years.     I  think  it 
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could  be  and  would  be  adopted  much  inside  of  five  years.    That  is 
my  judgment. 

Senator  Townsend.  Do  you  recommend  Congress  withholding  any 
action  in  the  way  of  legislation*  aside  from  extending  the  period  to 
five  year  for  Government  control? 

Director  General  Hiis;es.  My  judgment,  Senator,  is  that  an  ex- 
tension of  the  time  is  at  the  moment  the  appropriate  procedure  in 
the  public  interest,  so  as  to  insure  the  provision  of  an  adequate  service 
and  to  give  an  element  of  certainty  that  does  not  exist  now,  and 
then  that  Congress,  having  done  that,  should  proceed  right  along 
with  the  study  of  this  big  problem  of  a  permanent  solution. 

Senator  Thompson.  And  you  would  recommend  that  notwithstand- 
ing the  fact  might  be  that  a  majority  of  the  people  of  the  country 
felt  that  it  was  very  unsatisfactory  to  have  the  railroads  controlled 
as  they  are  being  controlled  at  the  present  time? 

Director  General  Hines.  Of  course  after  all  what  Congress  does 
will  be  what  is  regarded  as  representative  of  the  views  of  the  people. 
I  am  explaining  the  reasons  why  I  think,  from  the  standpoint  of  the 
public  interest,  this  ought  to  be  done.  Now,  if  I  can  not  convince 
you  as  representatives  of  the  people  that  it  is  to  the  public  interest 
to  do  that  it  follows  you  would  not  do  that.  You  would  do  it  only 
on  the  theory  that  it  is  in  the  public  interest.  But  I  am  thoroughly 
convinced  of  that,  because  I  see  how  these  difficulties  in  the  rendi- 
tion of  an  adequate  public  service  under  the  21  months'  tenure  are 
going  to  pile  up  in  such  a  cumulative  way  on  account  of  the  per- 
nicious effect  of  the  factors  that  will  be  at  W'Ork  for  the  next  two 
years. 

Senator  Townsend.  What  will  have  been  accomplished  at  the  end 
of  five  years,  except  the  demonstration  of  a  plan  which  the  Railroad 
Administration  or  Administrator  shall  have  carried  out  during  thafe 
length  of  time  ?  Would  there  be  any  other  plan  demonstrated  in  the 
meantime? 

Director  General  Hines.  I  think.  Senator,  what  would  be  accom- 
plished would  be  this:  In  the  first  place  the  extension  would  im- 
mensely improve  the  conditions  under  which  the  public  service  is 
rendered  and  the  public  would  get  a  better  service.  In  the  second 
place,  there  would  be  a  certainty  introduced  into  the  situation  which 
would  be  of  very  great  value  from  the  industrial  standpoint  and 
from  the  standpoint  of  an  enlarged  program  of  improvements  at  a 
time  when  the  country  most  needs  it.  Now.  then,  that  extension 
being  made,  I  think  there  is  every  probability,  with  a  prompt  enter- 
ing upon  a  study  of  a  permanent  solution,  that  Congress  would 
make,  that  within  the  next  three  years  a  permanent  solution  would 
have  been  adopted;  that  is,  that  Congress  would  not  wait  until  the 
end  of  the  five-year  period;  but  by  giving  an  extension  for  that 
length  of  time  it  would  at  least  give  something  definite  which  would 
be  operative  unless  and  until  there  were  an  earlier  permanent 
solution. 

Now,  then,  if  I  may  go  just  a  little  further,  my  thought  is  this: 
We  will  say,  take  the  results  of  the  operation  under  Federal  control 
for  the  next  two  years;  say.  the  years  1919  and  1920,  during  which 
time  Congress  will  be  studying  the  matter,  and  we  will  assume  that 
at  the  beginning  of  the  next  presidential  term  a  new  Congress  and  a 
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new  President,  with  the  results  of  the  studies  that  have  been  made 
by  Congress,  then  take  up  the  matter  of  a  permanent  sokition.  We 
will  then  have  had  the  results  of  three  years  of  Federal  control — one 
under  war  conditions,  one  year  of  readjustment,  and  one  year  pre- 
sumably normal.  Now,  the  value  of  that  situation  would  be  not 
merely  the  direct  demonstration  of  the  desirability  or  undesirability 
of  Government  control  of  the  railroads,  but  it  would  help  to  create 
an  atmosphere  under  which  Congress  would  find  a  better  oppor- 
tunity to  consider  such  a  radical  change  in  the  plan  of  private  man- 
agement as  I  have  suggested.  My  conception  of  the  situation  is  that, 
at  the  moment,  the  disposition  is  to  regard  only  two  remedies  as 
possible — one  is  Government  ownership  and  operation  outright,  and 
the  other  is  the  old  regime,  with,  say,  75  to  100  different  railroad 
companies  operating  the  railroads.  There  is  a  very  important  inter- 
mediate solution  which  seems  to  me  to  be  the  Ijest  solution,  and 
which  I  think  is,  for  the  moment,  grouped  with  Government  con- 
trol, .and  there  is  a  disposition  to  say  that  nothing  that  looks  like 
any  sort  of  Government  control,  or  that  looks  like  anything  different 
from  the  old  form  of  private  management -by  many  different  corpora- 
tions ought  to  be  looked  at,  because  this  year  of  war  operation  has 
been  so  costly.  Now,  my  thought  is  that  having  those  two  additional 
years  of  operation  by  the  Government  will  remove  that  argument, 
and  then  all  the  plans  will  be  on  an  even  footing  for  observation, 
and  this  argument  drawn  from  the  very  costly  operation  of  the  rail- 
roads during  the  year  of  war  will  not  operate  as  it  seems  to  me  now 
to  operate  to  shut  out  from  view  practically  anything  but  a  return 
of  the  properties  to  the  old  companies. 

Senator  Townsexd.  Do  I  understand  you  to  say,  Mr.  Hines,  that 
you  advocate  the  extension  of  this  period  to  five  years,  with  the  right 
of  Congress  to  change  it  at  any  time  before  five  years? 

Director  General  Hines.  Undoubtedly  it  Avould  have  that  right. 

Senator  Townsend.  How  are  you  going  to  do  away  with  uncer- 
tainty, if  that  is  true,  and  but  one  demonstration  is  being  made  all 
the  time  in  the  management  of  the  railroads;  just  one  single  form, 
which  is  more  or  less  biased,  necessarily,  by  the  opinions  of  the  ad- 
ministrator? 

Director  General  Hines.  Senator,  answering  first  your  last  sug- 
gestion, I  do  not  believe  the  opinions  of  the  administrator  would  op- 
erate to  affect  the  results.  It  seems  to  me  they  will  be  facts  that  will 
stand  on  their  own  bases,  and  I  do  not  see  how  the  administrator 
could  shift  them. 

Senator  Townsend.  How  can  you  administer  the  railroads,  having 
pronounced  ideas  as  to  how  they  should  be  controlled,  without  reflect- 
ing them  in  your  management  along  those  lines,  as  far  as  it  is  pos- 
sible for  you  to  do? 

Director  General  Hines.  I  do  not  see  how  there  is  any  room  for 
the  play  of  that  motive.  Senator.  The  operation  of  the  railroads  is 
a  straight  out  proposition  of  trying  to  give  the  public  the  service  in 
the  most  economical  way.  Now,  whether  I  believed  in  one  or  an- 
other plan  of  ultimate  solution,  or  whether  any  administrator  did, 
I  do  not  see  how  that  could  affect  his  purpose  of  trying  to  give 
the  most  satisfactory  service  on  the  most  economical  basis. 

Senator  Townsend.  You  understand  this,  of  course,  Mr.  Hines, 
that  while  as  you  say  there  is  now  apparent  opposition  to  further  con- 
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trol  of  the  railroads  by  the  Government — and  it  is  quite  general  I 
think — there  would  be  also  a  prejudice  against  any  administrator 
who  might  operate  the  roads,  and  that  would  continue  in  the  future, 
would  it  not? 

Director  General  Hines.  I  think  that  is  a  matter  or  a  condition 
that  is  likely  to  improve,  the  further  away  we  get  from  war  condi- 
tions, and  render  the  service  more  normal. 

Senator  Townsend.  That  is  your  opinion? 

Director  General  Hines.  Yes ;  that  is  my  opinion. 

Senator  Eobixson.  Mr.  Hines,  in  your  statement  you  have  fur- 
nished a  great  deal  of  information  which  I  consider  very  valuable, 
and  it  is  particularly  with  reference  to  the  plan  for  a  permanent 
solution  that  I  want  to  ask  you  a  few  questions :  You  have  not  stated 
any  of  the  details  of  the  plan  which  you  have  in  mind.  Have 
you  worked  them  out  ? 

Director  General  Hines.  Senator,  I  have  not  worked  out,  even  in 
my  mind,  any  details  that  I  feel  are  the  only  solution.  I  feel,  as  far 
as  one  man  can  reach  a  definite  and  positive  conclusion,  that  these 
general  principles  ought  to  be  met. 

Senator  Eobinson.  Your  plan,  as  I  understand  it,  involves  the 
creation,  in  lieu  of  existing  railroad  corporations,  of  several  large 
corporations  under  Avhich  all  of  the  railroads  in  the  country  shall  be 
operated  ? 

Director  General  Hines.  Yes.  , 

Senator  Eobinson.  Could  you  state  approximately  how  many  of 
those  large  corporations  there  should  be? 

Director  General  Hines.  There  has  run  in  my  mind  the  idea  of 
from  6  to  12.  That  is,  that  (>  would  not  he  too  few  to  get  the  de- 
sired results,  and  12  would  not  be  so  many  as  to  cause  the  embarrass- 
ments that  now  exist. 

Senator  Eobinson.  Will  you  tell  the  committee  Vvhy  the  creation 
of  from  6  to  12  large  railroad  corporations  and  the  operation  of 
all  the  roads  under  them  would  be  more  advantageous  than  the  op- 
eration of  all  the  railroads  under  one  unified  system? 

Director  General  Hines.  It  is  a  question  of  degree.  Senator.  My 
feeling  is  that  on  account  of  the  different  characteristics  of  traffic  in 
various  parts  of  the  country  an  administration  of  these  railroads 
of  the  sort  that  I  suggest  would  be  more  successful  than  an  effort 
to  administer  all  the  railroads  together,  I  think  also  that  even  if 
you  had  only  six  railroad  companies  in  the  country  you  would  de- 
velop through  those  six  companies  certain  standards  of  relative  serv- 
ice which  would  be  very  stimulating  in  the  management,  whereas  a 
permanent  management  with  only  one  company  might  lose  that  to 
some  extent,  although,  even  then  there  would  be  a  stimulus  between 
the  managers  of  the  different  parts;  and  I  believe  that  is  an  element 
of  distinct  importance.  I  should  say  that  the  greater  administrative 
success  attending  a  division  of  the  country,  say,  at  least  into  six 
railroads,  and  the  greater  stimulus  to  excel  in  the  service  rendered 
to  the  public — and  even  with  as  few  as  that  there  w^ould  be  a  great 
deal  of  effort  in  competition — there  would  be  reasons  for  having  not 
less  than  six  instead  of  only  one  corporation. 

Senator  Eobinson.  Your  plan,  if  I  understood  it  as  you  stated  it, 
involves  representation  of  the  public  on  the  boards  of  directors  of 
these  various  corporations  to  be  created? 
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Senator  Townsend.  May  I  ask  just  one  question  in  connection 
with  that? 

Senator  Robinson.  Certainly. 

Senator  Townse>E!,  Do  you  think  that  under  the  present  law  you 
would  have  the  power  to  operate  these  roads  in  groups  such  as  you 
have  suggested? 

Director  General  Hines.  I  think  we  are  doing  that  now  in  these 
regions,  practica]l3^  Of  course,  we  arc  preserving  the  existing  or- 
ganizations of  the  principal  or  leading  companies,  but  we  are  hand- 
ling them  in  groups.  Senator,  before  I  answer  that  question  I  wanted 
to  add  one  word  Avith  reference  to  the  general  question  you  first 
asked  me,  and  that  is  this:  I  believe  that  with  the  provision  of  not 
less  than  six  companies  you  could  subdivide  the  country  so  as  to  give 
a  local  touch  between  the  managements  and  the  public,  which  would 
be  very  important,  and  which  would  be  more  successful  than  any 
local  touch  that  could  be  maintained  if  there  were  only  one  company. 

Take  as  an  illustration  of  that  our  present  northwestern  region, 
with  its  headquarters  at  Chicago,  and  which  includes  the  Great 
Northern,  the  Northern  Pacific,  the  St.  Paul,  and  some  other  roads 
running  across  the  northern  tier  of  States  between  Lake  Michigan 
and  the  Pacific.  There  are  certain  uniform  or  relatively  uniform 
conditions  in  all  that  territor3\  My  thought  is  that  one  railroad 
company  in  that  part  of  the  country  woidd  be  in  touch  with  the  local 
conditions  and  Avould  be  more  responsive  to  local  needs  than  if  all 
the  railroads  in  the  country  were  in  one  corporation  with  a  concen- 
trated management;  and  that  is  an  additional  reason  why  I  attach 
importance  to  not  having  all  the  railroads  in  one  company. 

Now,  you  asked  me  another  question  which  I  did  not  quite  follow. 
If  you  could  put  that  to  me  again 

Senator  Robinson.  The  question  was  whether  your  plan  con- 
templated representation  of  the  public  on  the  boards  of  directors  of 
the  various  corporations  to  be  created  in  the  permanent  solution  of 
this  railroad  question? 

Director  General  Hines.  It  does. 

Senator  Robinson.  To  what  extent? 

Director  General  Hines.  Of  course,  that  is  a  question  upon  which 
I  have  no  fixed  views;  so  many  difficulties  are  to  be  weighed.  But 
I  would  be  glad,  in  this  connection,  to  mention  this  thought,  which 
I  have  tentatively.  It  is  a  matter  about  which  I  might  change  my 
opinion,  after  an  opportunity  to  discuss  it  with  other  gentlemen  like 
you,  who  have  had  a  great  deal  of  occasion  to  think  about  it  your- 
selves, but  I  attach  great  importance  to  it.  For  example,  suppose  we 
had,  say,  six  or  seven  railroad  corporations  for  the  whole  country: 
Take  the  northwestern  region  as  an  illustration  of  one  of  these  rail- 
road companies.  Suppose  you  had  a  board  of  12  directors.  My 
thought  would  be  that  it  would  be  useful  to  have  4  of  those  12  di- 
rectors appointed  as  representatives  of  the  public,  and  to  provide 
that  on  every  committee  of  that  board  having  any  power  there  should 
be  appropriate  representation  of  those  directors — one  out  of  three. 
Now,  there  goes  with  that  this  thought,  which  impresses  me  as  very 
well  worth  considering:  I  have  felt  that  in  the  past  the  regulation  of 
the  railroads  by  the  public  has  been  through  a  method  which  did 
not  provide  an  adequate  business  contact  between  the  regulating 
bodv  of  the  Government  and  the  numagement  of  the  railroads.     Th(> 
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situation  has  been  that  the  manap;ement  has  gone  along  seeing  only- 
its  own  problems,  and  limited  by  its  own  interests;  and  the  regulating 
body  has  gone  along  seeing  only  its  own  problems,  and  regulated  by- 
its  conception  of  the  public  interest,  and  there  has  been  no  meeting  of 
the  minds  between  the  regulating  body  and  the  managements  on 
those  matters  of  vital  public  concern,  until  a  subject  has  come  up  in 
a  controversial  way  before  the  regulating  body;  there  is  some  com- 
plaint, and  then  there  is  a  trial  a  good  deal  like  a  law  suit,  with  a 
certain  atmosphere  of  controversy  pervading  the  whole  situation. 
Now.  my  thought  has  been,  in  a  purely  tentative  way,  that  if  we 
could  have,  say,  six  railroad  corporations  in  the  country,  and  have 
four  Government  directors  on  each  board  of  directors,  with,  say,  a 
central  commission  with  power  to  deal  with  all  these  problems — 
suppose  it  consisted  of  nine  members;  suppose  it  were  the  existing 
Interstate  Commerce  Commission — then  provide  for  six  additional 
associate  members  of  that  commission,  made  up  of  one  of  the  Gov- 
ernment directors  on  each  of  these  railroads  boards  of  directors; 
and,  in  that  way,  you  w-ould  have  a  total  commission  of  15  members. 
The  six  associate  members  need  not  attend  to  the  routine  matters, 
but  the  nine  regular  members  of  the  commission  or  the  associate 
members  could  bring  al)out  a  general  meeting,  including  the  regular 
members  and  the  associate  members,  for  consideration  of  the  prob- 
lems of  larger  interest.  You  would  thereby  bring  into  the  considera- 
tion of  the  big  questions  six  Government  representatives  who  were  in 
actual  contact  Avith  the  daily  problems  of  railroad  operation.  Such 
an  arrangement  would  bring  an  immense  amount  of  useful  in- 
formation to  the  nine  regular  members,  who  would  be  occupying 
a  more  or  less  detached  attitude. 

I  could  carry  that  further  in  this  tentative  plan :  I  would  have 
a  regional  commission  for  each  of  these  railroads  with,  say,  three 
public  representatives  on  each  regional  commission,  who  would 
have  nothing  to  do  except  to  attend  to  the  commission's  work,  and 
I  would  have  as  the  other  two  members  of  each  such  regional  com- 
mission, making  it  a  commission  of  five,  two  of  these  Government 
representatives  on  the  board  of  directors  of  the  railway  company  in 
that  region ;  so  that  in  each  local  or  regional  commission  you  would 
have  in  direct  contact  with  the  local  conditions  and  prolDlems,  two 
men  representing  the  Government  on  the  board  of  directors  and  thus 
seeing  the  business  side  of  the  problem  from  the  public  standpoint 
and  three  others  coming  in  still  more  exclusive  direct  contact  with 
the  public  aspect  of  the  problem. 

The  Chairman.  Let  me  ask  you  right  there,  if  it  will  not  inter- 
rupt you :  You  would  advocate  for  the  corporations  you  propose  a 
P\^deral  chai-ter  to  supersede  the  State  charter? 

Director  General  Hines.  I  think  that  would  be  necessary.  Senator, 
in  such  a  plan  as  T  have  outlined;  and  I  have  assumed  that  would 
be  a  feature  of  it.  Now,  I  suggested  four  Government  directors.  My 
thought  would  be  that  another  of  the  Government  directors  should  be 
especially  charged  with  contact  with  labor  problems.  My  own 
thought  is  that  the  most  successful  way  to  deal  w^ith  labor  problems 
is  through  a  bipartisan  board,  on  which  labor  and  the  owners  of  the 
property  are  equally  represented,  and  that  that  equal  representation 
w'ould  dispose  of  these  matters,  and  there  would  be  no  umpire.     I 
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think  labor  has  urged  with  a  great  deal  of  force  that  when  you  get 
an  umpire  to  deal  with  these  matters  you  inevitably  get  somebody 
who  does  not  belong  to  the  laboring  class  and  who,  in  some  degree, 
is  sympathetic  with  the  capitalistic  class  or  the  owning  class,  and 
therefore  you  get  an  umpire  who  does  not  represent  or  clearly  under- 
stand the  labor  point  of  view.  M}^  own  thought  is  that  a  bipartisan 
board  consisting  of,  say,  two  representatives  of  the  owners  and  two 
of  labor — of  three  of  one  and  three  of  the  other — could  iron  out  prac- 
tically all  these  problems.  They  would  be  experts  and  would  under- 
stand the  situation,  and  Avith  a  gradually  improved  relationship 
between  labor  and  the  owners  these  things  would  be  ironed  out.  But 
I  would  have  one  of  those  Government  directors,  without  any  power 
to  vote,  to  sit  with  such  a  bipartisan  board,  and  in  that  way  keep 
in  constant  contact  with  the  problems  that  are  arising  as  to  labor. 

You  would  get  this  reaction  from  that.  When  the  board  of 
directors  of  the  corporation  met,  there  would  go  into  the  meeting 
one  of  the  Government  representatives,  who  was  in  contact  with  the 
national  commission,  two  of  the  Government  representatives  in  con- 
tact with  the  local  commission,  and  part  of  it,  and  one  of  the  Gov- 
ernment representatives  in  contact  with  labor  problems;  and  you 
would  bring  into  the  management  in  that  way  a  first-hand  under- 
standing of  all  these  problems  that  now  make  so  much  trouble — and 
yet,  with  a  clear  understanding,  ought  not  to  make  so  much  trouble — 
and  that  would  result  in  Avhat  the  management  would  do  being  far 
more  aided  by  an  understanding  of  the  necessities  of  the  situation 
than  under  the  old  system.  Then  these  men  would  go  back  to  their 
other  public  functions  enlightened  by  the  actual  business  necessities 
of  the  situation,  and  so  many  things  which  now  have  to  be  proved 
only  in  a  controversial  spirit,  and  perhaps  only  after  the  necessity 
for  action  has  arisen,  would  be  understood  as  the  thing  went  along. 

I  personally  believe  that  a  plan  of  that  sort  would  be  of  very  great 
value ;  but  that  is  only  a  tentative  proposition. 

Senator  Watson,  You  can  not  work  out  any  part  of  that  plan,  can 
you,  under  Government  control? 

Director  General  Hines.  The  present  Government  control  would 
not  work  it  out,  but  the  extension  of  this  present  Government  con- 
trol would  give  an  opportunity  for  Congress  to  work  it  out. 

Senator  Robinson.  Now,  assuming,  for  the  sake  of  argument,  that 
Congress  should  consider  it  desirable  to  proceed  upon  the  plan  which 
you  have  suggested,  let  me  ask  you  how  would  you  compel  the  con- 
solidation of  the  railroads  of  the  country  into  six  corporations? 
How  would  you  proceed  to  accomplish  in  practice  the  plan  of  reor- 
ganizing the  something  more  than  100  railroads  of  the  country  into 
six  distinct  corporations? 

Director  (xencral  Hines.  There  are  different  ways.  T  believe,  in 
which  that  could  be  accomplished.  I  think  in  all  probability  that 
the  Govermnent's  reserved  power  to  condenm  the  property  would 
have  to  be  baclv  of  the  plan.  For  example,  the  Govenimout  might 
constitute  a  tribunal  first  to  decide  on  how  these  railroad  corpora- 
tions should  be  made  up;  that  is  to  say,  what  lines  should  he 
included  in  each  separate  corporation,  and  to  provide  a  plan  for 
exchange  of  securities.  I  think  in  all  probability  the  certainty  which 
would  grow  out  of  it  would  be  so  attractive  that  there  would  be  a 
voluntary  exchange  to  a  verj^  great  extent,  and  there  could  be  pro- 
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vision  that  in  the  event  there  was  not  an  adequate  exchange  of 
securities  in  any  case,  the  Government  could  condemn  the  property 
and  itself  put  that  property  into  the  corporation.  There  have  been 
various  methods  worked  out  by  men  who  are  experts  in  the  problem 
of  railway  organization,  and  I  do  not  undertake  to  recommend  any 
plan  on  that  important  detail,  but  I  think  there  are  ways  to  get  at 
it  which  would  be  successful. 

Senator  Robinson.  Do  you  think  it  could  be  accomplished  with- 
out a  violation  of  any  provision  of  the  Federal  Constitution? 

Director  General  Hines.  Yes. 

Senator  Robinson.  Even  if  the  railroads  themselves  should  an- 
tagonize it  ? 

Director  General  Hines.  I  think  so ;  because,  after  all,  if  you  could 
not  get  an  agreement,  the  Government  could  accomplish  the  purpose 
through  the  exercise  of  its  power  to  condemn,  which  would  give  the 
companies  just  compensation. 

Senator  Robinson.  Could  the  Government  exercise  its  power  to 
condemn  a  property  which  was  already  devoted  to  the  same  purpose 
for  which  it  was  desired  to  condemn  it?  In  other  words,  could  the 
Government  condemn  a  property  that  was  already  engaged  in  a 
quasi-public  service,  for  the  purpose  of  appropriating  it  to  public 
service  itself? 

Director  General  Hines.  My  judgment  is  that  it  could,  if  Congress 
should  deem  it  a  proper  thing  to  do. 

Senator  Robinson.  Understand  that  I  am  not  asking  the  question 
in  a  controversial  spirit.  I  have  conceived  that  it  was  an  open  ques- 
tion, not  to  be  certainly  answered  either  way. 

Director  General  Hines.  I  believe  that  a  determination  by  Con- 
gress that  there  was  a  public  necessity  for  this  new  form  of  public 
use  would  be  controlling  with  the  courts. 

Senator  Robinson.  Notwithstanding  the  fact  that  the  railroads 
are  now  devoted  to  what  they  conceive  to  be  a  public  use  ? 

Director  General  Hines.  Yes. 

Senator  Robinson.  That  is  your  view  of  it? 

Director  General  Hines.  Yes.  For  example,  Senator,  if  the  Gov- 
ernment were  to  condemn  the  railroads  outright  in  order  to  operate 
them  itself,  it  would  be  taking  property  already  devoted  to  public 
use,  and  there  is  no  question  about  the  power  of  Congress  to  do 
that.    This  would  be  an  intermediate  plan. 

Senator  Robinson.  And  you  think  the  power  to  accomplish  the 
greater  end  would  imply  the  power  also  to  accomplish  the  lesser  end  ? 

Director  General  Hines.  That  is  my  judgment. 

Senator  Robinson.  Let  me  ask  you,  now,  how  you  would  secure 
the  election  of  the  Government  representatives  on  the  boards  of 
directors  ? 

Director  General  Hines.  T  had  not  considered  that.  Senator.  Of 
course,  that  is  a  very  important  matter,  but  it  would  not  affect  the 
principle  of  the  plan.  They  should  be  representatives  of  the  general 
public,  and,  in  my^  judgment,  ought  to  be  drawn  from  the  country 
served  by  the  particular  railroad  company  on  whose  board  they  are 
to  sit. 

Senator  Robinson.  You  have  not  worked  the  plan  out  sufficiently 
in  detail  to  determine  even  whether  that  could  be  done  if  the  owners 
of  the  property,  those  who  vote  the  stock  in  the  old  corporations,  or 
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in  the  new  corporation,  should  insist  upon  selecting  their  own  direc- 
tors exclusively  ? 

Director  General  Hines.  My  own  judgment  is  that  a  scheme  of 
that  sort  would  be  proposed,  to  be  worked  out  as  a  whole ;  and  then 
there  would  be  an  opportunity  offered  to  the  holders  of  the  existing 
securities  to  exchange  them  for  securities  in  the  new  company.  If 
they  did  make  that  exchange,  of  course  they  could  not  object  to  this 
representation  of  the  public.  If  they  did  not  make  it,  then  the  Gov- 
ernment could  condemn  the  property  and  take  it  and  itself  put  it  into 
the  plan,  and  the  owners  would  get  just  compensation  and  could  not 
object. 

Senator  Robinson.  Your  plan,  if  I  understood  it  correctly,  also 
involves  a  Government  guaranty  of  a  fixed  return  on  the  investment 
in  railroad  properties? 

Director  General  Hines.  Yes.  I  think  that  would  save  the  people 
a  great  deal  of  money. 

Senator  Robinson.  I  did  not  understand  you  to  say  that  the  return 
should  be  the  same  upon  all  railroad  properties — or  did  vou  imply 
that? 

Director  General  Hines.  My  thought  is  that  if  this  plan  were 
worked  out — these  separate  large  companies — what  the  Government 
would  guarantee  would  be  a  uniform  rate  of  return  on  the  property 
of  each  company ;  or  if  there  were  a  varying  rate  of  return,  as  there 
might  be,  between  bonds  and  debentures  on  the  one  hand  aud  stock 
on  the  other,  that  it  w^ould  be  a  unifcrm  return  on  the  bonds  and 
debentures  in  all  companies,  and  a  uniform  return  on  the  stock  in  all 
companies.  Of  course,  the  varying  values  could  be  worked  out  in 
deciding  on  the  basis  of  exchange  of  securities. 

Senator  Robinson.  In  reorganizing  the  railroads  into  six  or  more 
large  corporations,  under  the  plan  you  have  suggested,  would  you 
or  not  embrace  all  the  railroads  now  in  operation,  or  would  you  reject 
some  and  scrap  them  ? 

Director  General  Hines.  My  judgment  is  that  practically  every 
railroad  is  rendering  a  public  service  that  is  of  local  importance,  and 
that  in  any  comprehensive  plan  of  that  sort  the  public  interest  would 
be  most  promoted  by  taking  in  virtually  every  railroad.  There 
might  be  some  extreme  case  that  was  so  obviously  unnecessary  that 
it  could  be  scrapped;  but  I  should  say  that,  generally  speaking,  every 
railroad  ought  to  be  brought  into  this  plan  and  make  it  a  complete 
national  plan. 

Senator  Robinson.  I  presume,  of  course,  you  have  not  gone  into 
the  matter  in  sufficient  detail  to  determine  how  you  would  adjust  the 
matter  of  reissues  of  stock  or  issues  of  stock  under  the  new  cor- 
poration ? 

Director  General  Hines.  You  mean  after  it  has  gotten  started? 

Senator  Robinson.  No;  when  you  are  organizing  it. 

Director  General  Hines.  In  making  the  exchange? 

Senator  Robinson.  Yes.  Suppose,  for  instance,  you  create  six 
corporations,  and  you  take  into  any  one  of  those  six,  say,  25  old  rail- 
road corporations  operating  now  or  operating  prior  to  Federal  con- 
trol as  independent  lines;  and  say  that  your  plan  involves  the  pay- 
ment of  5  per  cent  on  the  property  invested,  guaranteed  by  the  Gov- 
ernment.    Would  you  ascertain  the  value  of  tlic  property  in  each 
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railroad  that  entered  into  the  new  corporation,  or  would  you  ascer- 
tain it  as  a  whole  ? 

Director  General  Hikes.  My  thought  is  that  while  there  would  be, 
perhaps,  an  infinite  number  of  ways  of  workino;  out  such  a  plan, 
broadly  the  plan  would  be  to  create  a  tribunal  which  would  decide 
the  total  value  of  the  properties  that  come  into  the  new  company. 
That  would  decide  the  total  capitalization  which  could  be  issued  for 
the  neAv  company.  That  tribunal  would  decide  as  to  what  character 
of  securities  ought  to  be  issued,  and  in  reaching  that  decision  it  nat- 
urally would  undertake  to  provide  securities  which  would  appeal  to 
different  zones  of  investors.  Some  investors  want  a  very  low  rate 
of  return  with  a  greater  element  of  security,  and  others  want  a 
greater  rate  of  return  with  more  of  a  speculative  security;  and  it 
would  be  well  to  fix  a  plan  of  securities  which  would  appeal  to  the 
different  groups  of  investors.  Now,  when  that  plan  had  been  worked 
out  this  tribunal  would  then  have  to  decide  the  basis  of  exchange 
which  would  be  offered  to  the  old  security  holders  in  the  old  com- 
panies— what  they  could  get  in  exchange.  That  is  what  is  done 
whenever  there  is  a  reorganization  of  a  railroad  company;  the  se- 
curities of  the  old  company  are  relinquished  by  their  holders  in  ex- 
change for  the  securities  of  the  reorganized  company  upon  a  given 
basis  of  exchange.  My  thought  is  that  a  similar  plan  could  be 
worked  out  in  some  way  to  carry  out  the  general  idea  I  have  put 
before  you. 

Senator  Robinson.  You  did  not  enter  into  this  feature  of  it,  but 
I  assume  that  you  have  considered  the  question  as  to  how  new  rail- 
way lines  shall  be  built  and  how  railway  extensions  shall  be  made  in 
the  future.  Does  your  plan  involve,  or  would  it  involve,  a  control 
of  the  issuance  of  securities  by  railroad  companies  by  Federal  author- 
ity hereafter? 

Director  General  Hines.  I  think  all  issues  of  railroad  securities 
ought  to  be  controlled  by  the  Federal  authority,  yes;  and  on  that 
other  point  you  mentioned,  my  idea  is  that  there  would  be  an  author- 
ity, perhaps,  in  tlie  local  commission,  subject  to  revision,  on  appeal, 
by  the  national  commission,  to  require  any  one  of  these  railroad  com- 
panies to  build  an  additional  line  when  it  was  needed  in  the  public 
interest  and  justified  in  the  public  interest ;  and.  on  the  other  hand, 
the  company  itself  should  have  the  right  to  initiate  and  build  a  new 
line  on  its  own  motion;  but  in  doing  that  it  would  have  to  get  the 
approval  of  the  Federal  authority  for  the  issue  of  the  necessary 
additional  securities  to  raise  the  money  for  it. 

Senator  Robinson.  You  would  have,  then,  six  regional  commis- 
sions, or  as  many  regional  commissions  as  3^ou  had  railway  corpora- 
tions ? 

Director  General  Hines.  Yes. 

Senator  Robinson.  Coordinating  with  the  central  commission  or 
Interstate  Commerce  Commission? 

Director  General  Hines.  Yes;  and  subordinate  to  it  in  matters 
where  there  would  be  any  clanger  of  conflict. 

Senator  Robinson.  What  is  A^our  idea  as  to  whether  the  railroads,  if 
oi)erated  under  such  a  system,  should  be  entirely  self-sustaining  or 
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whether  they  should  be  supported  in  part,  and.  if  necessary,  guaran- 
teed in  part  by  the  Federal  Treasury? 

Director  General  Hines.  My  judgment  is  that  they  ought  to  be 
self-sustaining. 

Senator  Robin^son.  Through  a  readjustment  of  the  rates? 

Director  General  Hines.  Yes;  I  think  that  is  the  best  way  to 
apportion  the  burdens  of  the  transportation  service. 

Senator  Robinson.  I  think  that  is  all. 

Senator  McLean.  Would  you  make  some  of  the  prosperous  roads 
contribute  to  some  of  the  weaker  roads? 

Director  General  Hines.  Yes.  Under  the  plan  I  had  in  mind,  Sen- 
ator, which  I  was  putting  before  you  tentatively,  the  prosperous 
roads  and  the  weak  roads  in  any  given  section  would  all  be  merged 
into  a  single  railroad  company,  so  that  would  take  care  of  itself. 

Senator  McLean.  Pooling  the  income? 

Director  General  Hines.  Yes;  and  that  would  get  rid  of  the  very 
difficulty  we  have  now — that  some  railroads  prosper  on  given  rates 
and  some  fail  on  them. 

Senator  Thompson.  With  uniform  rates  over  the  country,  do  I 
understand  ? 

Director  General  Hines.  That  would  be  entirely  for  the  Federal 
authority  to  decide.  I  imagine  there  would  be  an  increasing  degree 
of  uniformity. 

The  Chairman.  You  would  contemplate  giving  each  one  of  these 
six  corporations  a  complete  monopoly  in  whatever  district  it  oper- 
ated? 

Director  General  Hines.  I  would  say  there  are  two  ways  of  doing 
that.  Of  course,  now  any  given  railroad  is,  to  an  extent,  a  complete 
monopoly  in  its  own  territory,  and  yet  there  is  a  great  deal  of  com- 
petition in  service,  and  under  such  a  plan  as  I  suggest  there  would  be 
decided  competition  in  service.  For  example,  it  is  easy  to  use  our 
existing  regions  for  the  purposes  of  illustration.  Suppose  we  had  a 
Northwestern  Railroad  Co.  corresponding  to  our  present  North- 
western Region,  and  embracing  the  i)resent  Great  Western,  Northern 
Pacific,  and  St.  Paul  systems,  and  a  Central  Western  Railroad  Co., 
consisting  of  the  Union  Pacific,  Denver  &  Rio  Grande,  the  Santa 
Fe,  and  some  others;  there  would  be  very  great  competition  between 
those  two  railroad  companies.  In  a  sense  each  would  have  a 
monopoly  in  its  own  territory,  and  yet  there  would  be  a  very  great 
degree  of  competition  on  all  sorts  of  traffic.  ISIuch  of  the  trans- 
continental traffic  would  be  competitive.  And  then,  if  you  had 
a  Southwestern  Railroad  Co.  taking  in  the  numerous  railroads  of 
the  Southwest,  there  would  be  competition  between  that  group  and 
these  other  groups  and  competition  between  that  group  in  the  South- 
west and  the  railroads  in  the  Southeast.  There  would  be  very  active 
competition  between  a  southwestern  group  of  that  sort  and  the  trunk- 
line  groups,  because  a  great  deal  of  traffic  could  move  by  the  Gulf 
ports  and  thence  by  water,  or  could  move  by  the  trunk-line  railroads. 

My  thought  is  that  the  plan  which  would,  in  the  long  run,  be 
most  successful,  and  which  would  keep  most  closely  in  touch  Avith 
local  sentiment  and  local  necessities,  Avould  be  a  plan  Avhich  would 
be  a  territorial  grouping,  with,  say.  a  northwestern  railway,  a  central 
western  railway,  a  southwestern  railway,  a  southeastern  railway,  and 
then  youjnight  have  a  New  York  Central  group  and  a  Pennsylvania 
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group  in  eastern  territory,  preserving  as  far  as  practicable  territorial 
grouping. 

Another  way  to  meet  virtually  all  the  points  I  have  in  mind  would 
be  to  take  these  companies  and,  instead  of  having  them  grouped  ter- 
ritorially, have  competitive  companies;  for  example,  let  two  or  more 
extend  to  the  Pacific  and  the  Gulf,  each  reaching  the  important  cen- 
ters; and  then  have  other  companies  to  do  the  same  thing  in  the 
other  parts  of  the  country:  this  being  done  so  as  to  accentuate  the 
element  of  competition.  Either  of  those  plans  could  be  adopted  and 
would  carry  out  what  I  regard  as  the  fundamental  necessities  of  the 
situation. 

Senator  Kellogg.  What  roads  did  you  say  you  would  put  in  the 
northwestern  group?  The  Northern  Pacific,  the  Great  Northern, 
and  the  St.  Paul? 

Director  General  Hines.  They  are  your  three  leading  systems  be- 
tween the  Tw^in  Cities  and  the  Pacific  coast  that  I  have  in  mind. 
There  are  others.  Understand,  I  am  not  laying  down  any  definite 
plan  of  grouping,  but  I  am  using  them  as  an  illustration  in  answer- 
ing questions. 

Senator  Kellogg.  I  want  to  find  out  what  your  illustration  would 
lead  to.  Would  you  make  those  roads  begin  at  St.  Paul  and  Minne- 
apolis and  not  at  the  coast,  as  j^our  northwestern  group  ? 

Director  General  Hines.  I  have  simply  used  what  is  known  as  the 
present  northwestern  group,  in  charge  of  Mr.  Aishton.  That  would 
include  the  railroads  from  Chicago  to  the  Twin  Cities  also. 

Senator  Kellogg.  Some  of  those  roads  run  simply  from  Chicago 
to  St.  Paul,  and  have  lines  reaching  south  and  into  various  other 
parts  of  the  country ;  and  some  of  them  run  from  the  Pacific  coast  to 
Chicago.  Would  you  cut  the  lines  in  two,  and  divide  them,  and  take 
part  of  one  line  and  put  it  into  another  railroad  corporation,  and  how 
would  you  determine  that  ?  How  would  you  issue  stock  representing 
those  portions  that  you  cut  in  two  ? 

Director  General  Hines.  I  would  constitute  a  competent  tribunal 
and  let  it  work  it  out.  There  would  be  a  great  many  complications, 
but  none  that  I  think  would  be  insurmountable. 

Senator  Kellogg.  How  many  years  do  you  believe  it  would  take 
such  a  tribunal  to  work  that  out? 

Director  General  Hixes.  I  think  it  should  work  it  out  in  five  years. 

Senator  Kellogg.  How  long  has  the  Interstate  Commerce  Commis- 
sion been  trying  to  make  a  valuation  of  the  railroads? 

Director  General  Hines.  It  has  been  at  work  on  that  for  four  or 
five  years;  and  that  would  help  out  in  this  other  work. 

Senator  Kellogg.  They  estimate  that  it  will  be  three  or  four  years 
more  before  that  will  be  completed. 

Director  General  Hines.  In  all  its  details ;  but  I  think  it  is  already 
of  great  value. 

Senator  Kellogg.  Do  you  think  such  a  tribunal  as  you  have  sug- 
gested could  work  that  out  within  the  lifetime  of  anybody  now  living? 

Director  General  Hines.  I  think  the  plan  I  have  in  mind  could  be- 
w^orked  out  very  successfully  in  the  next  five  years. 

Senator  Kellogg.  I  would  like  your  ideas  on  these  details. 

Senator  Townsend.  You  would  have  to  have  legislation  during  the- 
five  years  in  order  to  experiment  with  that,  would  you  not? 
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Director  General  Hines.  This  would  not  be  an  experiment,  Sena- 
tor. You  must  have  legislation  to  start  this  plan,  and  then  you  must 
have  time  to  work  out  the  plan. 

Senator  Townsend.  When  do  you  want  that  legislation  ? 

Director  General  Hines.  I  think  that  legislation  is  desirable  as  soon 
as  it  can  be  obtained;  but  I  think  the  subject  is  so  big.  and  I  think 
there  are  so  many  difficulties  that  will  arise  of  the  sort  Senator  Kel- 
logg mentioned,  that  we  can  not  hope  for  a  solution  in  the  next  two 
years.  In  the  meantime  I  think  Federal  control  should  be  continued 
and  that  you  should  preserve  the  existing  status  until  a  permanent 
solution  can  be  successfully  worked  out. 

Senator  Townsend.  Is  it  your  proposition  that  this  committee 
should  proceed  at  once  to  legislate  on  this  subject  in  some  manner^ 

Director  General  Hines.  My  definite  recommendation  is  that  there 
should  be  a  five-year  extension,  and  then,  as  soon  as  may  be,  that  this 
investigation  of  the  broad  fundamental  problem  proceed  with  a  view 
to  legislation  at  as  early  a  date  as  practicable. 

Senator  Townsend.  As  I  understood  your  paper — I  did  not  read  it 
all — you  thought  no  practical  legislation  could  be  enacted  within  the 
21  months? 

Director  General  Hines.  My  theory  is  that  the  subject,  when  you 
get  into  it,  will  be  found  to  be  so  difficult  tha^  in  order  to  make  a  per- 
manent and  effective  solution  the  legislation  can  not  take  final  form 
in  that  time. 

The  Chairman.  The  fundamental  object  in  your  plan  is  to  have 
uniformity  of  rates  in  a  given  territory  by  allowing  one  company 
in  a  highly  developed  community  to  take  care  of  the  situation  in  one 
less  highly  developed,  so  that  whatever  excess  might  be  made  in  the 
standardized  comnuinity,  might  offset  the  loss  in  developing  an  un- 
standardized  or  undeveloped  community  ? 

Director  General  Hines.  That  is  largely  the  case,  and  to  have  a 
more  uniform  service;  that  is,  not  penalize  a  community  with  bad 
vservice  because  the  railroad  which  now  happens  to  serve  it  is  un- 
prosperous. 

Senator  Pomerene.  I  want  to  ask  the  witness  some  other  questions, 
but  I  want  to  put  this  question  to  him  now  :  The  armistice  was  signed 
on  November  11;  temporarily,  at  least,  we  are  at  peace;  the  prochi- 
mation  of  peace,  of  course,  has  not  yet  been  issued;  presumably  it 
will  be  issued  in  the  course  of  the  next  several  months.  I  recognize 
very  fully  the  power  of  Congress  to  authorize  the  taking  over  of 
these  railroads  as  a  war  measure.  Have  you  gone  into  this  question 
to  satisfy  your  mind  that,  assuming  for  the  sake  of  argument  that 
there  is  peace,  the  Congress  would  have  the  right  to  authorize  the 
Government  to  keep  these  railroads  for  the  ])urpose  of  working  out 
some  policy  that  it  may  have  in  mind,  and  which  has  not  yet  been 
made  known  to  the  public? 

Director  General  Hines.  Senator,  my  judgment  on  that  is  that 
there  is  an  existing  status  that  Congress  needs  to  and  can  very  prop- 
erly deal  with  in  the  public  interest,  and  that  the  extension  which  I 
recommend  would  be  regarded  as  a  perfectly  valid  exercise  of  the 
power  to  regulate  commerce  independently  of  the  war  power.  Xow, 
in  the  multiplicity  of  my  duties  I  have  not  had  time  to  make  per- 
sonally a  study  of  that,  as  I  would  if  I  were  asked,  as  a  lawyer,  to  give 
an  oj)inion  about  it;  but  the  Division  of  Law  has  expressed  the  opin- 
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ion  that  that  is  within  the  power  of  Congress ;  and  I  believe  we  are 
under  promise,  Mr.  Chairman,  to  submit  a  brief  on  that  proposition, 
and  that  will  be  done. 

Senator  Pomerene.  I  want  to  ask  the  witness  some  other  ques- 
tions, but  not  now. 

The  Chairman.  Your  phin  contemplates,  then,  the  elimination  of 
all  State  commissions? 

Director  General  Hines.  I  think  that  is  an  open  question.  It  may 
be  that  these  connnissions  for  these  groups  could  find  very  great  aid 
in  utilizing  and  working  with  the  State  commissions;  but  in  mat- 
ters which  are  national  in  character  the  national  regulatory  au- 
thority, I  think,  should  have  the  last  word;  but  I  think  to  a  very 
large  extent  the  State  commissions  could  be  utilized  to  advantage. 

Senator  Kellogg.  Mr.  Hines  will  be  back  here  tomorrow,  I  under- 
stand ?     I  have  some  questions  I  want  to  ask  liim. 

Senator  Cummins.  I  have  some  also  that  I  am  very  anxious  to 
ask  him. 

The  Chairman.  I  would  like  to  state  to  the  committee  that,  by 
agreement  that  we  entered  into,  Mr.  Hines  has  supplanted  to-day  the 
brotherhoods  who  were  to  appear 

Senator  Kellogg  (interposing).  I  do  not  want  to  interfere  with 
tliat;  but  we  sit  liere  for  a  day,  and  a  witness  is  called  and  consumes 
the  entire  day,  and  then  he  is  excused,  and  we  never  have  a  chance 
to  ask  him  any  questions. 

Senator  Cummins.  I  think  it  is  very  desirable  that  Mr.  Hines 
should  finish  his  statement  before  we  go  on  with  the  brotherhoods. 

The  Chairman.  1  have  just  been  informed  that  it  is  perfectly 
agreeable  to  the  brotherhoods  for  Mr.  Hines  to  come  back  to-morrow. 

Senator  Kellogg.  I  do  not  want  to  interfere  with  their  arrange- 
ments. 

The  Chairman.  Well,  that  is  all  right  with  them,  and  the  com- 
mittee will  stand  adjourned  until  to-morrow  at  10  o'clock,  when  Mr. 
Hines  Avill  come  again  for  further  examination. 

(Whereupon  at  12.02  o'clock  p.  m.  the  committee  adjourned  until 
^Vednesday,  February  5.  1919,  at  10  o'clock  a.  m.) 
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United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington,  D.  C. 
The  committee  met  at  10  o'clock  a.  m.,  pursuant  to  adjournment, 
Senator  Ellison  D.  Smith  (chairman)  presiding. 
The  Chairman.  The  committee  will  come  to  order. 
Mr.  Hines,  you  may  proceed  now  Avith  your  statement. 

STATEMENT  OF  MR.  WALKER  D.  HINES— Resumed. 

Senator  Pomerene,  Mr.  Hines,  you  spoke  yesterday  of  your  faith 
in  the  division  of  the  railroad  systems  into  a  number  of  regional 
systems.  I  assume  from  that  statement  that  you  have  concluded  it 
would  be  to  the  better  advantage  of  the  public  to  allow  a  greater 
unification  in  the  operation  of  the  railroads  than  that  which  pre- 
vailed prior  to  the  Government  control  ? 

Director  General  Hines,  That  is  true,  Senator  Pomerene;  but  my 
conclusion  does  not  rest  merely  on  the  unification  of  operation,  al- 
though that  is  one  important  factor. 

Senator  Pomerene.  AVell.  that  is  a  part  of  it? 

Director  General  Hines.  Yes. 

Senator  Pomerene.  I  assume  also  that  you  believe  from  the  fact 
that  under  the  Government  control  there  has  been  a  common  use  of 
many  of  the  terminals,  that  that  also  would  be  a  wise  thing  to  con- 
tinue? 

Director  General  Hines.  Yes.  Xow,  let  me  say  there  that  I  think 
a  \Gvy  considerably  enlarged  use  of  terminals  would  be  possible,  not- 
withstanding all  these  different  companies. 

Senator  Pomerene.  Yes. 

Director  General  Hines.  But  I  do  not  believe  it  could  be  accom- 
plished as  well. 

Senator  Pomerene.  And  I  assume  also  that  if  there  is  anything 
in  the  law,  either  the  Sherman  law  or  the  commerce  act  itself,  which 
would  prevent  our  doing  these  things  under  normal  conditions,  then 
the  laws  ought  to  be  clianged  in  that  behalf? 

Director  General  Hines.  Yes;  to  permit  them  under  a  proper 
public  supervision. 

Senator  Po:\iekkne,  Yes. 

Director  General  Hines.  But  let  me  point  out  there,  Senator,  if  it 
does  not  disturb  the  line  of  your  questioning,  that  a  mere  permission 
to  do  these  things  is  not  going  to  insure  their  being  done.  It  will 
have  to  be  compulsory. 
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Senator  Pomerene.  That  may  be.  That  is  a  detail  to  be  worked 
out? 

Director  General  Hines.  Yes. 

Senator  Pomerene.  In  any  event,  I  assume  that  you  will  agree 
that  whatever  of  consolidation  there  may  be  should  be  under  direct 
supervision  and  control  of  the  Government? 

Director  General  Hines.  Yes;  and  to  be  effective  it  will  have  to  be 
compulsory  to  a  large  extent. 

Senator  Pomerene.  Very  well.  Now.  then,  that  no  doubt  repre- 
sents your  best  thought  on  this  subject,  and  that  being  so,  why  ought 
we  not  to  immediately  legislate  upon  the  subject,  so  far  as  those 
particular  phases  of  the  question  are  concerned? 

Director  General  Hines.  Senator,  if  your  question  involves,  as  I 
understand  it  to  involve,  the  idea  that  we  ought  at  once  to  legislate 
on  those  points  with  a  view  to  turning  the  railroads  back  to  the 
numerous  private  companies,  as  in  the  past,  with  the  idea  of  later  on 
legislating  in  a  proper  way,  my  judgment  is  that  that  would  not  be 
a  wise  way  to  proceed.  I  think  it  would  be  a  wise  way  to  proceed  if 
Congress  feels  that  it  has  reached  the  point  where  it  can  form  n 
definite  conclusion  on  the  subject  to  proceed  at  once  to  make  this 
radical  sort  of  reform  which  occurs  to  me  as  necessary.  I  really  be- 
lieve it  would  be  unfortunate  to  make  merely  these  changes  in  the 
antitrust  act  and  turn  back  the  railroads  to  management  by  all  the 
diiferent  companies,  because  I  do  not  think  that  Avould  reach  any  one 
of  the  fundamental  evils  of  the  situation. 

Senator  Pomerene.  But  if  this  legislation  is  passed,  then,  of  course, 
the  Government  will  have  greater  control  over  these  companies  than 
it  had  heretofore  ? 

Director  (lenoral  Hines.  It  will  have  greater  control;  but  in  my 
opinion  it  will  not  reach  any  of  the  fundamental  evils. 

Senator  Pomerene.  Your  thought,  then,  is  that  before  the  rail- 
roads are  turned  back,  you  or  the  railroad  director  should  be  per- 
mitted to  pei'fect  these  plans,  whatever  the}'^  ma}^  be? 

Director  General  Hines.  No,  Senator.  My  thought  is  that  it  is 
an  independent  projwsition ;  that  the  sort  of  reform  legislation  that 
ought  to  l)e  adopted  is  the  sort  of  a  drastic  reform  which  I  have  pro- 
posed. Now,  of  course,  that  would  have  to  be  done  entirely  by  Con- 
gress. The  Railroad  Administration  could  not  do  it  and  could  not 
have  any  part  in  the  legislation  itself,  exce})t  by  making  recommen- 
dations and  submitting  its  views.  What  I  regard  as  the  main 
thing  for  Congress  to  adopt  is  a  thoroughgoing  reform  which  will 
meet  these  fundamental  evils.  That  being  the  main  thing,  the  ques- 
tion in  my  mind  is  as  to  what  (aight  to  be  the  interim  method  of 
operation  of  the  railroads.  My  own  belief  is  that  it  would  conduce 
in  every  way  to  the  i)ublic  interest,  through  improving  the  public 
service,  thi'ough  enlarginsz  the  amount  of  imi)i'ovement  woi'k  whicli 
the  railroads  can  do.  and  through  gi\ing  a  reasona'ole  assui'ance  to 
the  security  holders  by  making  a  reasonable  extension  of  the  jiresent 
control,  so  as  to  preser\e  the  existing  status  in  a  more  stabilized  way 
until  such  a  thoroughgoing  i)lan  could  be  worked  out  by  Congress  and 
put  into  effect.  But  it  is  not  my  idea  at  all  that  this  extended  control 
of  the  railroads  under  the  present  scheme  would  be  a  part  of  this  new 
solution.  That  is  exclusively  a  legislative  function  which  Congress 
alone  could  work  out. 
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Senator  Pomerene.  I  have  assumed  in  the  line  of  questions  that 
I  have  asked  that  you  have  these  certain  definite  conclusions  that  you 
have  ah'eady  formed  in  your  own  mind  as  to  what  should  be  done. 
Now,  then,  Avith  the  benefit  of  your  advice  and  of  your  experts  who 
form  your  staff,  I,  for  the  life  of  me,  can  not  see  why  Congress  should 
tie  its  hands  here  for  three  or  five  j^ears.  I  do  not  understand  why,  if 
these  reforms  which  you  have  introduced  are  wise  reforms,  they 
can  not  be  required  of  the  railroads  themselves,  subject  to  some  gov- 
ernmental supervision  or  control  which  would  compel  the  railroads 
to  carry  them  out. 

Director  General  Hines.  Let  me  answer,  if  I  may,  why  in  my 
mind  that  is  not  practicable.  In  the  first  place,  the  sort  of  reforms 
3'ou  suggest  looking  toward  a  greater  unification  of  operation  would 
not  meet  in  any  way  the  fundamental  difficulty  that  the  public  and 
and  labor  seriously  suspect  the  validity  of  the  existing  capitaliza- 
tion of  the  railroads.  If  Congress  makes  these  changes  and  turns 
the  railroads  back,  all  these  problems  of  supposed  overcapitaliza- 
tion will  continue  to  exist,  and  there  will  be  a  continuing  unrest  on 
the  part  of  the  public  and  on  the  part  of  labor,  resting  on  the  belief 
that  the  profits  which  are  being  made  on  any  rates  that  are  allowed 
are  undue  profits,  because  tliey  are  paying  returns  on  watered  capi- 
tal. Now,  I  do  not  believe  there  can  ever  be  any  permanent  solution 
of  this  question  which  does  not  deal  boldly  and  completely  with  that 
fundamental.  That  is  one  proposition.  That  is  why  I  do  not  think 
merely  the  things  you  suggest  would  meet  the  case.  That  is  one  of 
several  reasons. 

Senator  Pomerene.  Let  me  interrupt  you  there  long  enough  to  ask 
you  what  your  judgment  is  as  to  the  extent  to  which  these  roads  are 
overcapitalized?     I  am  speaking  generally  now. 

Director  General  Hines.  There  is  a  great  deal  of  variety  in  that 
respect. 

Senator  Pomerene,  Well,  what  is  your  judgment? 

Director  General  Hines.  I  mean  my  judgment  is 

Senator  Pomerene  (interposing),  I  beg  your  pardon. 

Director  General  Hines  (continuing).  That  some  are  and  some  are 
not.  But  the  difficulty  is,  Senator,  that  it  is  not  a  question  as  to  what 
may  be  the  judgment  of  any  one  man  who  may  have  given  a  great 
deal  of  thought  to  this,  but  it  is  a  question  of  what  is  the  settled  con- 
viction of  a  large  part  of  the  public.  If  a  large  part  of  the  public 
has  a  deep-seated  suspicion  that  the  capitalization  is  wrong,  that 
suspicion  is  just  as  much  a  fact  as  if  the  capitalization  were,  in  fact, 
wrong:  and  it  is  going  to  be  a  source  of  unrest,  and  I  do  not  believe 
the  public  or  labor  will  ever  feel  satisfied  on  that  subject  until  there 
shall  be  a  thoroughgoing  revision  of  the  capitalization  of  the  rail- 
roads which  will  make  it  certain  by  governmental  assurance  that  the 
capitalization  is  right  and  not  wrong. 

Senator  Pomerene.  So  far  as  that  is  concerned,  we  have  been  work- 
ing on  the  question  of  vahiation  of  the  raih'oads  for  four  or  five 
years,  and  whether  it  will  amount  to  anytliing  in  the  end  remains  to 
be  proven.  So  far  as  the  wages  of  the  employees  are  concerned,  if 
there  is  anybody  who  expects  to  go  back  to  the  era  of  wages  as  they 
prevailed  prior  to  the  war,  1  have  not  seen  any  such  person  and  I 
have  heard  no  such  idea  expressed.    It  seems  to  me  that  everybody 
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concedes  that,  generally  speaking,  these  advances  must  be  largely 
maintained.  Xov.  then,  that  being  so.  assuming  that  we  are  going 
to  have  a  greater  amount  of  governmental  control  of  these  railroads, 
why  would  it  not  be  best  at  the  earliest  moment  practicable  to  turn 
back  these  roads  to  the  owners,  so  that  we  can  have  the  benefit  of 
their  initiative? 

Director  General  Hixes.  I  do  not  want  to  interrupt  you. 

Senator  Po^rEREXE.  Go  ahead. 

Director  General  Hines.  Answering  that  question,  one  of  the  rea- 
sons in  my  opinion — and  I  can  only  give  my  opinion  on  it — is  that 
that  would  not  settle  this  question  of  capitalization.  Now,  I  entirely 
agree  with  you  that  these  Avage  levels  which  have  been  established 
■will  be  regarded  as  necessary  and  reasonable,  and  I  think  the  more 
they  come  to  be  understood  b}^  the  public,  the  more  the  public  will 
accept  it  as  a  reasonable  basis;  but.  of  course,  that  is  a  basis  for  the 
present,  and  not  the  permanent  basis,  and  there  will  be  new  develop- 
ments in  the  future.  The  thing  will  be.  of  course,  under  discussion 
in  the  future.  There  may  be  a  feeling  that  the  wages  ought  to  be  still 
further  increased :  but  whatever  feeling  develops  on  that  subject  will 
involve  this  feeling :  That  there  is  or  may  be  overcapitalization. 

Xow,  that  is  one  reason  why.  in  my  opinion,  a  return  to  the  old 
system  of  numerous  companies  would  not  meet  the  situation.  Now, 
another  and  a  very  important  reason  is  that 

Senator  Pomerexe  (interposing).  I  have  not  said  anything  about 
turning  back  to  these  numerous  companies  as  they  existed  prior  to  our 
assuming  control.  I  have  assumed  that  condition,  plus  the  other  ar- 
rangement— namely,  that  the  Government  shall  allow  and  require  a 
larger  consolidation  of  these  roads  than  heretofore. 

Director  General  Hines.  If.  Senator,  you  make  a  plan  which  in- 
volves a  compulsory  consolidation,  it  really  is  in  line  with  what  I  have 
proposed,  and  if  it  is  effective,  the  compulsion  ought  to  be  exercised 
at  once,  and  you  really  would  be  working  out  such  a  plan  as  I  have  in 
mind.  If  it  is  merely  a  permissive  consolidation,  in  my  opinion,  it  is 
not  going  to  meet  the  purpose  at  all,  because,  in  the  nature  of  things, 
a  strong  company  is  not  going  to  dilute  its  strength  by  merging  with 
a  weak  company:  it  is  going  to  leave  the  weak  company  out  in  the 
cold,  unless  it  can  see  some  way  whereby  it  can  make  more  money  by 
taking  the  weak  company  in.  Therefore,  any  permissive  method  of 
consolidation  will  not  effect  a  solution  of  this,  and  any  compulsory 
method  that  is  effective  really  gets  back  to  the  sort  of  plan  I  have  in 
mind,  and  will  take  time  to  work  out.  I  want  to  answer  the  rest  of 
your  question. 

Senator  Pomerexe.  Go  ahead. 

Director  General  Hines.  I  was  going  ahead  to  say  that  another 
very  important  reason  why  turning  these  railroads  back  to  these  com- 
panies, even  with  a  plan  which  would  permit  consolidations,  would 
whollv  fail  to  meet  this  situation,  is  that  you  get  immediately  back  to 
the  situation  that  existed  in  the  past,  that  one  company  would  make 
large  returns  on  any  given  level  of  rates,  and  another  company  would 
make  such  small  returns  that  it  could  not  render  an  adequate  public 
service :  so  that  we  were  always  in  the  position  of  the  public  sustain- 
ing a  rate  level  which,  on  the  one  hand,  was  producing  unnecessary 
profits  for  some  companies,  and  thereby  putting  an  unnecessary  bur- 
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den  on  the  public,  and.  on  the  other  hand,  was  giving  some  other  com- 
pany so  little  profit  that  it  could  not  render  an  adequate  public  serv- 
ice; and  as  a  further  result  there  was  perpetuated  a  situation  where 
some  companies  did  not  have  enough  credit  to  extend  the  railroad  sys- 
tem as  it  must  be  extended  to  serve  the  public ;  and  yet  the  public,  in 
the  aggregate,  was  bearing  a  greater  burden  in  the  way  of  freight  and 
passenger  rates  than  would  be  needed 

Senator  Pomerexe  (interposing).  Xow.  Mr.  Hines.  of  course,  we 
understand  what  the  argument  is  in  that  behalf,  but  the  very  argu- 
ment that  you  have  now  made  was  the  argument  that  was  made 
against  the  guaranties  contained  in  the  Government  operation  act, 
so  that  if  we  continue  the  Government  control  for  a  period  of  five 
years  under  that  act  it  will  be  subject  to  the  very  criticism  which  you 
say  would  apply  if  the  roads  were  to  go  back  to  the  original  owners, 
so  that  it  does  not  seem  to  me  that  your  answer  is  very  persuasive.  I 
say  that  with  all  due  respect. 

Xow,  more  than  that,  this 

Director  General  Hixes.  Senator,  may  I  make  this  coment  there, 
if  I  do  not  interrupt  your  line  of  thought  ? 

Senator  Pomerene.  Yes. 

Director  General  Hixes.  That  if  I  were  advocating  this  guaranty 
as  a  permanent  thing  I  think  your  comment  would  be  correct;  but 
this  is  purely  an  interim  proposition.  It  is  a  question  of  what  is  best 
to  do  in  the  meantime  until  a  permanent  solution  shall  be  worked  out. 
Xow,  this  form  of  guaranty  is  far  from  perfect;  but  I  believe  that 
for  a  temporary  period  it  is  a  better  thing  than  any  other  thing  I 
have  been  able  to  think  of. 

Senator  Pomerexe.  Assume  that  these  roads  were  turned  back  and 
that  there  was  this  criticism  of  which  you  speak — and  it  is  sound :  I 
concede  that — why  can  we  not  work  out  this  proposition  just  as  well 
when  these  roads  are  under  the  control  of  the  railroad  companies, 
subject  to  the  general  supervision  wdiich  we  both  have  in  mind,  as  if 
we  continue  to  hold  them? 

Director  General  Hixes.  Senator.  I  think  there  is  a  good  deal  of 
force  in  that,  and  for  that  reason  I  feel  very  strongly  that  unless 
Congress  wishes  to  enter  upon  this  radical  plan  of  reconstruction 
promptly  there  is  a  great  deal  in  favor  of  a  very  prompt  turning 
back  of  the  roads,  because  then  Congress  will  have  all  the  time  it 
wants  to  work  these  things  out;  the  roads  will  be  in  the  hands  of  the 
owners,  the  public  -ervice  will  be  stabilized,  as  compared  with  hav- 
ing the  railroads  operated  by  the  Government  for  '21  months  after 
the  war,  and.  as  I  look  at  it.  it  seems  to  me  that  is  the  choice;  and  I 
do  not  think  this  additional  legislation  such  as  you  have  in  mind  is 
indispensable  to  the  turning  back,  because,  after  all.  that  will  have 
no  instantaneous  effect ;  it  will  be  a  matter  of  growth  to  accomplish 
the  desirable  purposes  you  have  in  mind ;  and  my  thought  is  that  the 
real  policy,  in  the  interest  of  the  public  service,  is  either  to  turn  the 
railroads  back  with  reasonable  promptness  and  in  an  orderly  and 
considerate  way  well  before  the  end  of  the  21  months  or.  on  the  other 
hand,  to  extend  the  control  so  as  to  give  a  reasonable  opportunity  for 
this  more  radical  form  of  reconstruction. 

Xow.  looking  at  the  matter  entirely  from  the  standpoint  of  the 
rendition  of  the  public  service  and  that  executive  function  of  operat- 
ing the  roads  and  Iiandling  freight  and  passengers  and  adjusting 
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matters  with  the  public,  it  seems  to  me  the  weight  of  the  argument  is 
in  favor  of  a  very  prompt  turning  back ;  and  then  Congress  can  at  its 
convenience  make  a  permanent  sohition;  but  if.  for  the  purpose  of 
facilitating  legislation,  it  is  desired  that  the  railroads  be  kept  in 
Federal  control  until  the  end  of  the  21-month  period,  then  my  recom- 
mendation is  that  in  order  to  stabilize  the  public  service  and  enable 
it  to  be  rendered  better,  and  in  order  to  enlarge  the  ability  of  the 
Railroad  Administration  to  make  improvements  at  a  time  when  the 
making  of  those  improvements  would  be  a  thing  that  was  highly 
desirable  in  the  way  of  stabilizing  industry,  there  ought  to  be  an 
extension  beyond  the  21-month  period;  but  I  think  there  is  a  great 
deal  in  favor  of  the  plan  of  a  prompt  turning  back  to  the  owners. 

Senator  Pomerene.  It  is  not  to  be  supposed  that,  in  view  of  the 
fact  that  3'ou  desire  an  extension  of  the  time  of  Government  control 
for  a  period  of  three  or  five  years,  the  President  would  arbitrarily 
turn  them  back  within  the  next  few  months  under  any  circum- 
stances ? 

Director  General  Hixes.  I  do  not  think.  Senator,  that  the  tAvo 
branches  of  your  statement  are  connected.  INIy  desire  or  recom- 
mendation for  the  five  years'  control  is  because  I  believe  that  if  the 
service  is  to  be  rendered  by  the  Government  for  a  while  it  can  only 
be  rendered  in  a  reasonably  stabilized  way  by  an  extension  of  con- 
trol. But  viewing  the  matter  from  the  standpoint  of  the  public  serv- 
ice, and  without  reference  to  future  legislation,  I  do  think  the 
railroads  can  properly  be  turned  back  well  before  the  end  of  the 
21-month  period ;  and  I  think  it  would  be  a  misfortune,  from  the 
standpoint  of  the  public  service,  to  force  Federal  control  until  that 
time  with  a  feeling  that  they  must  then  be  immediately  turned  back. 
I  do  not  mean  in  an  arbitrary  way.  but  in  an  orderly  way.  It  would 
be  in  the  interest  of  the  public  service  to  do  that. 

Senator  Pomerene.  The  difficulty  with  all  of  these  plans  that  are 
proposed  is  the  fact  that  we  are  anticipating  success — hoping  for  it — 
but  it  is  possible  that  it  may  not  come.  Now.  I  assume,  of  course,  that 
when  you  suggest  a  three-year  or  a  five-year  control,  you  anticipate 
the  perfection  of  plans  which  you  believe  will  be  a  success,  and  yet 
your  plans  are  not  perfected.  If  they  are  a  success,  the  public  will 
probably  say.  "  Well  done,  good  and  faithful  servant."  but  on  the 
other  hand  if  these  plans,  which  are  not  yet  matured,  should  not  be 
the  success  that  you  anticipate,  then  Avhat  is  going  to  be  the  feeling 
of  the  public  and  of  the  railroad  companies  and  stockholders  and 
everybody  else  who  is  interested  in  this  subject? 

Director  General  Hines.  Senator,  it  is  all  a  question  of  degree.  Of 
course,  nobody  can  expect  perfection,  and  it  is  just  a  question  of  prob- 
abilities. Now,  my  own  judgnnent  is  that  the  probability  of  an  effec- 
tive solution  of  this  matter  in  the  next  two  years — that  is.  working 
it  out  to  completion  in  two  years — is  excecdiugly  remote.  On  the  other 
hand,  I  think  that  the  probability  of  working  out  an  effective  perma- 
nent solution  in  five  years  to  a  completion  of  all  the  details  is  exceed- 
ingly strong.  Now.  having  that  conviction.  I  am  thoroughly  satisfied 
in  my  own  mind  that  a  continuance  of  the  present  Federal  control  for 
a  two-year  pi'riod.  with  an  absolute  limitation  that  at  the  end  of  21 
months  after  the  war  that  control  ends,  and  with  the  high  probability, 
as  I  look  at  it.  (hat  no  complete  system  can  be  worked  out  in  tliat 
time  and  actually  put  into  effect,  is  going  to  rosult  in  n  very  great 
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impairment  of  the  day-to-day  rendition  of  the  public  service;  and, 
therefore,  I  believe  in  the  public  interest  that  Congress,  when  it  comes 
to  look  into  this,  will  feel  that  there  had  better  be  a  prompt  return  of 
the  roads  to  the  private  owners  now,  or  in  the  reasonably  near  fu- 
ture— not  in  an  arbitrary  way,  but  in  an  orderly  and  considerate 
way — rather  than  to  hold  the  control  to  the  end  of  the  21  months' 
period  and  then  turn  them  back.  And  I  may  say  that  I  also  feel  that 
almost  inevitably  we  will  get  to  this  situation :  That  as  this  problem 
is  gone  into  it  will  be  so  great  and  so  difficult  there  will  be  a  growing 
conviction  that  nothing  short  of  a  drastic  reconstruction  of  owner- 
ship of  these  properties  will  be  a  solution;  and  that  as  we  get  near 
the  end  of  the  21  months'  period  it  will  be  apparent  that  there  ought 
to  be  an  extension,  and  probably  there  will  have  to  be  an  extension  so 
as  to  preserve  an  interim  form  of  control  until  a  solution  can  be 
worked  out ;  or  we  will  then  be  in  the  position  of  the  extension  being 
given  at  a  time  that  it  would  not  do  the  good  that  would  be  done  if 
it  were  given  now,  because  if  it  Avere  given  now  it  w^ould  greatly 
stabilize  the  organization  of  the  Railroad  Administration  and  enable 
it  to  render  a  much  better  public  service  and  enable  it  to  carry  out  a 
much  greater  program  of  improvements;  and  if  it  is  not  given  now, 
and  then  along  toward  the  end  of  the  21  months'  period  it  is  given^ 
we  will  then  have  suffered  all  the  disadvantages  of  uncertainty  in  the 
meantime,  and  still  the  extension  will  have  taken  place. 

Senator  Pomerene.  I  would  dislike  to  assume  that  Congress  could 
not  reasonably  well  settle  this  matter  in  21  months.  We  are  always 
going  to  have  railroad  problems,  and  they  are  not  going  to  be  settled 
at  once,  whether  we  have  Government  ownership  or  private  owner- 
ship; but  looking  at  it  purely  from  the  standpoint  of  a  legislator,  it 
does  seem  to  me  that  when  the  railroad  director  comes  before  the 
committee  with  no  Avell-defined  plan  and  asks  the  Congress  of  the 
United  States  to  turn  over  the  entire  railroad  properties,  aggre- 
gating about  $20,000,000,000  in  value,  to  the  railroad  director— and  I 
do  not  mean  any  disrespect  by  this  at  all — to  carry  out  some  plan 
w^hich  he  has  not  yet  perfected,  it  is  placing  a  very  great  responsi- 
bility on  the  Congress  of  the  United  States  if  they  attempt  to  do  that ; 
and  I  want  to  say,  lest  I  be  misunderstood,  that  I  have  as  great  confi- 
dence in  your  management  of  this  proposition  as  I  Avould  have  in 
any  other  man  who  might  be  suggested. 

Director  General  Hines.  Senator,  I  appreciate  the  frankness  with 
which  you  express  your  position.  It  is  helpful  to  me,  because  I  think 
it  will  give  me  an  opportunity  to  make  my  position  a  little  clearer. 
As  I  look  at  it,  the  function  of  the  Director  General  or  the  function 
of  the  President  in  this  matter  is  primarily  the  executive  function 
to  operate  the  railroads  and  give  the  best  possible  public  service  dur- 
ing the  period  of  Federal  control,  whether  it  is  long  or  short,  and 
he  must  look  at  it  primarily  from  that  standpoint.  Now,  looking 
at  it  primarily  from  that  standpoint,  my  judgment  is  that,  as  com- 
pared with  the  21  months  period,  the  best  thing  to  do  is  to  turn  the 
railroads  back  promptly  and  before  the  end  of  that  period.  Now,  I 
do  not  come  here  and  say,  "I  want  Congress,  in  order  to  enable  Con- 
gress to  perform  its  function,  to  let  the  Eailroad  Administration 
operate  the  railroads  for  five  years."  What  I  do  say  is  that  if  Con- 
gress does  not  want  the  railroads  turned  back  promptly,  but  does 
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"Want  them  held  for  tlie  21-moiiths  period,  because  Congress  feels  that 
holding  them  to  the  end  of  the  2l-months  period  will  be  helpful  to  a 
permanent  legislative  solution,  then  it  is  perfectly  reasonable  for  me 
to  say.  "  If  you  take  the  initiative  in  asking  that  the  railroads  be  held 
until  the  end  of  the  21-months  period  so  as  to  help  in  framing  legis- 
lation, then  allow  me  to  suggest  that,  in  my  judgment,  the  helpful 
thing  to  do  toward  framing  legislation  and  at  the  same  time  toward 
preserving  a  reasonable  public  service  in  the  meantime  is  to  make  a 
further  extension  that  that,  which  will  avoid  the  cumulative  em- 
barrassments to  the  service  which,  in  my  opinion,  will  arise  during 
1920  if  the  control  is  limited  to  21  months." 

From  my  standpoint,  speaking  personally,  I  do  not  take  the  in- 
itiative in  asking  the  burden  of  controlling  the  railroads  for  five 
years  so  as  to  volunteer  an  assistance  to  Congress  in  legislation.  The 
thing  comes  to  me  from  the  other  standpoint ;  that  I  feel  that  Con- 
gress, as  its  sentiment  is  presumably  represented  by  the  members  of 
this  committee,  is  disposed  to  suggest  or  prefer  that  the  present  con- 
trol should  be  continued  for  the  full  21  months  after  peace,  so  as 
to  facilitate  legislation;  and  when  the  matter  comes  in  that  way, 
then,  from  my  standpoint,  the  suggestion  is  inevitable  that  the  really 
effective  way  to  facilitate  legislation  is  to  give  a  longer  extension, 
which  will  avoid  these  embarrassments  in  1920  and  which  will  tre- 
mendously improve  the  performance  in  the  meantime  of  the  public 
service. 

Senator  Pomerene.  You  speak  of  embarrassments  in  1920.  That 
refers  to  the  presidential  elections.  AVe  have  presidential  elections 
every  four  years;  and  if  you  limit  the  control  to  21  months  you  will 
have  it  in  1920,  perhaps,  as  a  political  issue ;  and  if  you  extend  it  five 
years  you  will  have  it  four  years  beyond  that  as  an  issue  in  the  presi- 
dential campaign,  so  I  do  not  see  anything  in  that  proposition  at  all. 

Director  General  HI^'Es.  Let  me  say.  Senator,  on  that  that,  of 
course,  the  presidential  election  would  come  anyhow;  you  can  not 
put  off  a  presidential  election ;  but  the  point  is  that  if  you  combine  it 
with  the  turmoil  inevitable  in  connection  with  the  presidential  elec- 
tion— and  I  do  not  object  to  that;  it  is  part  of  our  system,  and  a 
wonderfully  beneficial  part  of  our  system — but  if  you  combine  that 
with  the  fact  that  just  about  the  time  of  the  presidential  election,  or 
a  few  months  later,  the  railroads  are  going  back  to  private  control, 
and  every  man  in  the  organization  is  inevitably  thinking  about  what 
is  going  to  happen  to  him  when  this  change  takes  place,  the  cumu- 
lative effect  and  the  reciprocal  effect  of  the  one  on  the  other  is  going 
to  be  very  much  greater  than  if  you  could  separate  the  two  factors 
and  let  the  question  of  termination  or  change  of  the  man's  allegiance 
be  postponed,  so  that  it  w^ould  not  be  almost  synchronized  with  the 
presidential  election.  The  presidential  election  will,  of  course,  come 
anyhoAv. 

Senator  Pomerene.  Whatever  way  you  present  the  question  or 
■whatever  we  may  do  with  it  we  can  rest  assured  that  this  proposition 
is  going  to  be  an  issue  in  the  presidential  election  in  1920. 

Director  (xcneral  Hines.  I  do  not  think  there  is  anv  doubt  about 
that. 

Senator  Pomerenk.  Then  we  can  not  escape  the  politics  of  it  by 
postponing  or  extending  the  time? 
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Director  General  Hines.  But  you  can  escape  a  great  deal  of  the 
embarrassment  to  the  public  service  if  the  change  in  control  is  so 
postponed  that  it  will  not  come  almost  simultaneously  with  the  presi- 
dential election. 

The  Chairman.  I  would  like  to  ask  you,  right  in  connection  with 
that  question  that  Senator  Pomerene  put,  because  I  want  to  get  your 
position  clearly  in  my  mind,  just  a  question  or  two  here:  If  I  under- 
stand your  position,  it  is  that  if  Congress  is  going  to  address  itself 
to  radical  legislation,  the  difficulties  will  be  such  that  it  will  not  be 
able  to  perfect  a  solution  in  21  months,  and  that  the  public  would  be 
better  served  by  allowing  the  present  Federal  control  to  continue 
until  such  time  as  it  shall  have  worked  it  out  than  to  undertake  to 
turn  the  roads  back  now  and  then  works  out  this  radical  legislation. 

Director  General  Hines.  Yes,  Senator;  that,  in  a  general  way,  is 
my  thought,  and  I  want  to  make  it  clear  to  this  committee  that  I 
would  feel  very  great  embarrassment,  being  merely  a  representative 
of  the  executive  department  of  the  Government,  in  coming  here 
and  telling  the  committee  what  I  think  it  ought  to  do  to  take  care 
of  the  legislative  situation.  But  as  I  understand  it,  the  question  is 
that  even  if  it  is  not  best  for  the  public  service  to  operate  the  rail- 
roads for  the  21  months,  still  it  is  highly  important,  as  an  aid  to  a 
satisfactory  legislative  solution,  to  continue  this  control  for  21 
months.  Now,  that  being  true,  I  feel  so  strongly  that  the  subject  is 
so  complicated  that  a  permanent  solution  will  liot  be  reached  in  21 
months 

The  Chairman  (interposing).  That  is  the  point  I  was  getting  at. 

Director  General  Hines  (continuing).  That  there  ought  to  be  a 
further  extension,  so  that  we  can  have  the  immediate  benefits  of  the 
stabilizing  influence  of  that  extension. 

The  Chairman.  Now,  the  question  was  asked  you  yesterday,  I 
believe  by  Senator  Townsend,  if  you  contemplated  under  Federal 
<;ontrol  putting  into  operation  something  of  the  plan  you  have  out- 
lined here.     They  are  radically  opposed,  are  they  not? 

Director  General  Hines.  The  plan  at  present  is  outright  Govern- 
ment operation,  for  the  time  being. 

The  Chairman.  That  is,  just  one  system  for  the  whole  country? 

Director  General  Hines.  One  system  for  the  whole  country ;  Gov- 
ernment operation. 

The  Chairman..  Whereas  your  plan  proposes  a  regional  division? 

Director  General  Hines.  It  proposes  a  number  of  different  rail- 
road companies — a  limited  number.  Now,  that  might  be  regional 
or  not.  I  think  there  are  great  advantages  in  the  regional  system, 
but  I  have  not  urged  that  as  my  final  view.  My  present  thought  is 
that  it  is  preferable,  but  whichever  it  is,  it  is  a  scheme  for  private 
ownership  and  management  under  a  Government  guaranty  and 
Government  participation  in  the  profits;  and  it  is,  as  you  say,  en- 
tirely different  from  the  present  plan  of  Government  operation  of 
all  the  railroads  as  a  single  system. 

The  Chairman,  So  a  continuation  of  the  Government  control 
under  the  present  law  would  have  no  ecect  in  demonstrating  the  plan 
that  you  have  presented  here?  That  would  have  have  to  be  worked 
out  independently  of  any  knowledge  we  might  obtain  from  Govern- 
ment control  ? 
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Director  General  Hines.  I  think  that  is  true.  There  is  this  factor 
to  which  I  do  attach  importance.  I  think  at  the  moment  the  infer- 
ences drawn  from  the  operation  of  the  railroads  by  the  Government 
during  the  war  year  are  such  as  to  disincline  the  public  to  anything 
short  of  turning  the  roads  back  to  the  old  companies.  I  believe  a 
continuance  of  the  present  governmental  control  will  demonstrate 
that  those  inferences  are  not  justifiable,  and,  in  that  way,  the  exten- 
sion might  be  an  aid  through  the  improved  showing  that  would  be 
made,  to  encourage  the  public  to  this  more  radical  form  of  getting 
away  from  the  operation  by  the  old  companies;  but  that,  after  all,  is 
incidental,  and  nothing  that  the  Railroad  Administration  could  do 
could  shape  this  other  plan,  because  that  is  purel}^  a  legislative 
proposition. 

The  Chairman.  Just  one  other  question  that  I  wanted  to  ask  in 
this  connection :  Do  you  not  think  that  your  proposition  for  an  ex- 
tension of  Government  control  for  five  years  under  peace  conditions 
would  necessarily  involve  taking  in  all  the  roads,  rather  than  leaving 
it  optional  with  the  Federal  administration  to  take  in  such  roads 
as  they  thought  were  necessary  to  meet  the  war  emergency  ? 

Director  General  Hines.  My  judgment  is  that  would  be  prefer- 
able to  take  in  all  the  roads. 

Senator  Underavood.  Mr.  Hines,  if  the  railroads  were  turned 
back  immediately,  what  would  be  the  difference  in  their  status,  so 
far  as  being  able  to  finance  and  take  care  of  themselves  now,  as  com- 
pared with  what  it  was  when  the  Government  took  them  over? 

Director  General  Hines.  Senator  Underwood,  before  answering 
that  precise  question,  let  me  make  it  clear  that  I  do  not  have  in  mind 
turning  the  roads  back  immediately.  It  seems  to  me  that  we  are 
going  through  a  process  of  readjustment  now,  which  evidently  will 
require  several  months,  and  then  if  we  were  free  to  turn  them  back, 
if  the  discretion  remained  with  the  President  to  turn  them  back,  and 
the  conditions  seemed  favorable  for  doing  it,  there  would  still  be  a 
lapse,  in  my  opinion,  of  some  months,  in  order  to  bring  it  about  in 
an  orderly  and  proper  way.  Now,  then,  assuming  that  your  ques- 
tion means  turning  them  back,  say,  sometime  next  fall,  the  thing 
would  be  decided  on  the  basis  of  the  situation  as  it  then  stood,  and 
it  is  speculative  as  to  what  the  conditions  would  then  be.  On  the  one 
hand  there  might  be  such  a  condition  of  business  depression  as  would 
make  it  very  clear  that  the  credit  of  the  railroads,  on  the  basis  of 
the  present  rates  and  the  basis  of  the  expenses  as  they  would  stand 
at  that  time,  would  be  impaired;  and  that  would  be  a  very  strong 
factor  that  would  work  toward  not  turning  them  back ;  so  it  would 
be  speculative;  but  it  seems  to  me  there  is  a  strong  probability  that 
by  next  summer  or  fall  the  situation  will  have  developed  to  the  point 
where  the  credit  of  the  railroads  will  be  just  as  satisfactory  as  it 
was  when  the  Government  took  possession — and  it  will  be  remem- 
bered that  their  credit  was  by  no  means  good  at  that  time;  there 
were  a  great  many  factors  that  were  embarrassing  then.  Of  course, 
wrapped  up  with  that  is  the  question  as  to  tlie  amounts  Avhich  the 
railroad  companies  owe  the  Government  by  reason  of  the  improve- 
ments which  have  been  made  during  Government  control ;  and  my 
thought  is  that  in  any  turning  back  of  the  railroads  there  ough' 
to  be  a  perfectly  reasonable  and  considerate  policy  with  respect  to 
the  financing  of  that  indohledness,  so  as  not  to  force  the  companies 
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immediately  to  finance  that.    So,  trying  to  answer  specifically  your 
question 

Senator  Underwood  (interposing.)  Let  me  interject  something 
there.  Of  course,  the  question  of  the  indebtedness  of  the  railroads  to 
the  Government  is  a  simple  question.  Congress,  by  very  simple  legis- 
lation, can  extend  the  time  of  that  payment,  if  it  desires  to  do  so; 
there  is  no  difficulty  about  that  question,  if  Congress  desires  to  do  so, 
because  it  could  put  off  the  payment  indefinitely,  and  that  ought  noi 
to  be  a  question  that  would  disturb  the  consideration.  Now,  assum- 
ing that  Congress  allows  the  railroads  a  very  reasonable  time  in 
which  to  pay  back  to  the  Government  the  indebtedness  that  is  due 
the  Government,  growing  out  of  this  Government  control,  then  I 
want  to  know  what  is  the  difierence  in  the  situation  or  w  hat  will  be 
the  difference  in  the  situation  in  the  next  two  or  three  months,  or 
in  the  next  year,  if  the  railroads  be  turned  back  to  their  owners,  from 
what  existed  at  the  time  they  were  taken  away  from  their  owners  ? 

Director  General  Hines.  I  believe.  Senator,  that  unless  the  busi- 
ness conditions  are  so  unfavorable  as  to  make  it  improper  to  turn 
them  back,  their  condition  would  be  at  least  as  favorable  as  it  was 
when  the)?  w^ere  taken  over,  from  the  standpoint  of  their  credit. 
May  I  say  this,  if  it  does  not  interfere  with  your  line  of  questioning; 
that  their  credit  would  be,  in  my  opinion,  substantially  the  same  as  it 
w^ould  be,  if,  for  example,  the  Interstate  Commerce  Commission's  plan 
of  legislation  had  been  adopted.  I  do  not  think  that  plan  would  have 
any  very  substantial  effect;  and  if  we  assume  that  that  plan  were 
adopted  by  the  middle  of  the  summer,  and  the  railroads  were  then 
turned  back,  I  think  their  credit  situation  would  be  about  the  same  as 
it  would  be  if  that  plan  were  not  adopted  and  they  were  turned  back 
without  it. 

Senator  Underwood.  I  assume  we  have  got  to  look  at  the  question 
from  the  standpoint  that  business  conditions  will  be  normal,  because, 
of  course,  we  can  not  legislate  for  abnormal  conditions  on  either  end 
of  the  problein ;  but  what  I  want  to  get  at  is  this :  It  is  generally  un- 
derstood, I  think,  by  members  of  this  committee,  and  by  the  railroad 
world,  that  there  is  some  affirmative  legislation  needed  in  order  to 
perfect  the  transportation  system  of  the  United  States.  Now,  I  want 
to  know  whether  that  is  due  to  a  question  of  operation,  or  to  a  ques- 
tion of  finance,  or  both? 

Director  General  Hines.  I  think,  Senator,  it  is  due  to  both,  and 
beyond  that  it  is  due  to  a  state  of  public  sentiment  that  never  can  be 
corrected  until  we  get  away  from  the  difficulties  which  I  pointed  out 
yesterday  in  the  old  form  of  multifarious  private  ownership;  the 
feeling  about  over-capitalization ;  the  situation  where  some  companies 
will  make  extraordinarily  large  profits  on  any  level  of  rates,  and 
other  companies  will  not  make  enough  to  enable  them  to  render  the 
public  service ;  where  some  companies  have  not  any  credit  and  other 
companies  have  good  credit,  and  where,  in  order  to  work  out  this 
theory  of  a  fair  return,  which  is  the  theory  to  which  the  country  is 
committed,  the  situation  is  that  you  have  machinery  that  never 
gets  exactly  that  result,  and  in  order  to  approximate  tliat  result  you 
have  got  to  allow  such  a  large  margin  over  it  as  to  leave  the  public 
dissatisfied  and  feeling  that  it  is  paying  more  than  it  ought  to.     Now, 
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all  that  has  a  very  important  bearing  on  the  financial  situation  and 
perhaps  is  wrapped  up  in  that  part  of  your  question. 

Senator  Underwood.  I  take  it,  all  that  goes  to  the  question  of 
finance. 

Director  General  Hines.  I  think  probably  that  is  true. 

Senator  Underwood.  Now,  as  to  the  question  of  operation,  assum- 
ing that  there  was  no  question  of  finance  involved,  or  that  that  ques- 
tion was  settled,  would  -there  be  any  difficulty  on  the  part  of  the 
managements  of  the  railroads  under  private  control  in  operating  the 
companies  in  the  interest  of  the  public  so  as  to  give  satisfactory  trans- 
portation facilities? 

Director  General  Hines.  I  do  not  believe  that  with  as  many  com- 
panies as  we  have  had  in  the  past  the  operation  could  be  nearly  as 
well  performed,  to  the  satisfaction  of  the  public,  as  if  there  were  a 
radical  reduction  in  the  number  of  companies  to  be  dealt  with,  and 
as  if  the  Government  had  direct  representation  in  those  companies. 
In  some  matters  there  could  be  a  considerable  degree  of  unification ; 
but,  on  the  whole,  compulsory  unification,  when  you  have  got  a  great 
number  of  companies  to  deal  with  is  exceedingly  difficult;  and  merely 
permissive  unification,  in  my  opinion,  is  not  going  to  accomplish  a 
great  deal. 

Senator  Underwood.  I  am  trying  to  get  this  clear  in  my  own  mind, 
Mr.  Hines.  I  am  asking  you  for  information  because  I  want  to  be 
educated  on  the  question.  I  want  to  get  away  from  the  question  of 
plans,  as  to  how  we  can  work  it  out.  I  am  trying  to  get  down  to 
the  cause  of  the  trouble.  You  being  a  railroad  doctor,  I  want  to  get 
you  to  diagnose  the  patient's  case  and  tell  me  what  is  the  cause  of 
the  sickness,  and  I  want  to  find  out  whether  it  is  due  largely  to  a 
question  of  finance  or  is  it  largely  a  question  of  inability  to  operate? 

Director  General  Hines.  Well,  Senator,  I  undertook  to  make  a 
diagnosis  yesterday,  and  I  should  say,  as  a  result  of  my  colloquy  with 
you,  that  most  of  my  reasons  were  reasons  relating  to  the  financial 
aspect  and  to  the  public  sentiment  which  reacts  upon  the  financial 
aspect.  Those  are  the  matters  to  which  I  attach  the  greatest  impor- 
tance. At  the  same  time,  there  are  operating  matters  that,  in  my 
opinion,  will  never  be  successfully  handled  under  as  widely  scattered 
ownership  as  there  formerly  was,  and  those  operating  matters  were 
developed  by  Mr.  McAdoo  when  he  was  here.  For  example,  in  times 
of  great  congestion  I  believe  that  a  very  complete  scheme  of  unified 
control  or  handling  of  shipments  on  the  permit  system  is  the  only  way 
to  avoid  congestion.  Now,  I  am  very  skeptical  about  its  ever  being 
practicable  to  work  that  out  effectively  with  such  a  widely  scattered 
ownership  as  there  was  in  the  past,  because  it  is  almost  impossible  to 
get  a  company,  when  its  own  rails  are  free,  to  refuse  to  accept  ship- 
ments because  some  other  company  in  some  other  part  of  the  country 
has  some  congestion  on  its  own  line:  and  yet  there  must  be  that  co- 
ordinated control  of  shipments  in  times  of  extreme  congestion,  or 
the  congestion  will  be  very  greatly  accentuated. 

Senator  Underwood.  I  take  it  you  mean  that  if  you  had  one  rail- 
road reaching  from  San  Francisco  to  New  York,  it  could  function  in 
the  interest  of  the  public  in  the  transportation  of  freight  and  passen- 
gers more  satisfactorily  than  if  you  had  half  a  dozen  independent 
railroads? 
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Director  General  Hines.  It  could  in  some  respects,  and  in  some 
others  it  could  not.  I  think  the  proper  answer  to  that  is  a  reasonable 
middle  ground.  I  think  the  number  of  companies  we  have  had  in 
the  past  is  out  of  all  question  and  beyond  what  is  in  the  public  inter- 
est; I  think  you  could  have  a  much  smaller  number  of  companies, 
which  Avould  give  all  the  advantages  of  local  initiative,  w^hich,  I  think, 
is  highl}^  important,  and  at  the  same  time  would  facilitate  the  neces- 
sary coordination  and  unification. 

Senator  Underwood.  Do  you  consider  that  question  the  vital  ques- 
tion that  comes  before  this  committee  to  be  solved — the  question  of 
unification — or  do  you  think  that  under  the  old  system  of  manage- 
ment a  satisfactory  service  to  the  public  could  be  arranged,  so  far  as 
operation  is  concerned? 

Director  General  Hixes.  I  should  say  there  would  be  the  reason- 
able probability,  through  the  creation  of  a  much  stronger  Govern- 
ment control  than  there  ever  has  been  in  the  past,  of  getting  a  reason- 
ahly  satisfactory  method  of  operation  under  the  old  control,  except 
in  so  far  as  that  is  embraced  by  the  financial  situation,  and  that  has  a 
very  important  effect. 

Senator  Underwood.  Then  the  real  cause  of  the  sickness  of  the 
patient  is  finances ;  that  is  the  vital  proposition  ? 

Director  General  Hines.  That  is  the  thing  that  appeals  to  me  as 
the  principal  cause. 

Senator  Underwood.  Now,  when  we  come  down  to  that  financial 
question,  is  not  the  main  difficulty  with  the  railroads  that  their  intake 
has  been  limited  and  their  outgo  has  been  constantly  increasing? 

Director  General  Hines.  That  is  true,  as  to  some  roads. 

Senator  Underwood.  I  am  talking  about  the  system  as  a  whole. 

Director  General  Hines.  Senator,  the  difficulty  that  confronts 
me  when  I  study  this  thing  is  that  while  we  can  look  at  the  system 
as  a  whole,  yet  the  sentiment  of  the  public  is  made  up  by  looking 
at  a  particular  railroad,  and  the  resulting  sentiment  is  a  composite 
of  the  views  of  the  individual  as  he  looks  at  the  management  of  a 
particular  railroad.  Now,  one  individual  in  one  part  of  the  country 
looks  at  a  management  which  has  not  enough  money  to  render  an 
adequate  public  service,  and  he  is  entirely  dissatisfied  with  the 
scheme.  Another  individual  in  another  part  of  the  country  looks 
at  a  management,  which  is  getting  a  profit  which  appears  to  be 
entirely  out  of  line  with  the  general  thought  that  a  fair  return 
is  all  that  ought  to  be  allowed,  and  he  is  entirely  dissatisfied  with  the 
plan.  Now,  you  get  the  aggregate  of  individual  impressions  of  that 
sort,  and  you  get  a  constant  state  of  unrest,  which  makes  it  almost 
impossible  to  put  into  effect  any  general  scheme  of  regulation  as 
applied  to  the  railroads  under  the  old  control,  and  no  matter  how 
you  may  define  what  is  a  reasonable  return,  no  matter  how  you  may 
undertake  to  express  the  thing  so  as  to  insure  that  the  income  will 
be  sufficient  to  meet  the  outgo,  you  will  find  that  there  will  be  the 
most  plausible  and  persuasive  arguments  made  as  to  why  that  is 
not  needed ;  and,  as  I  look  at  it,  it  all  comes  back  to  those  difficulties 
that  I  pointed  out  yesterday,  and  if  you  can  get  a  system  which 
will  get  away  from  those  difficulties  you  will  get  away  largely 
from  this  public  unrest,  and  then  you  will  get  a  stability  which  will 
avoid  these  difficulties;  but  I  do  not  believe  they  can  be  avoided 
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with  the  multifarious  ownerships,  the  multifarious  capitalization 
structures,  and  the  multifarious  successes  and  failures  we  have  had 
under  the  old  plan. 

Senator  Underwood.  If  the  main  question  is  finance,  and  the 
stability  of  operation  rests  en  that  problem,  the  real  question  in- 
volved is  that  each  individual  unit,  whether  we  keep  them  as  they 
are,  or  divide  them  into  regional  systems,  should  have  an  oppor- 
tunity to  earn  enough  return  to  take  care  of  its  betterments  and 
extensions  and  to  pay  a  reasonable  rate  on  the  capital  used,  is  it  not  ? 

Director  General  Hines.  Yes,  Senator;  and  that  is  a  thing  that 
is  absolutely  impossible  with  all  these  different  companies  in  their 
different  conditions.    It  will  not  work  in  practice. 

Senator  Underwood.  Now,  just  take  any  three  roads  that  you 
have  in  mind.  You,  with  your  experience,  sit  down  and  take  their 
expenses  and  the  interest  on  their  stocks  and  bonds,  their  better- 
ments and  repairs,  and  in  a  reasonable  time  figure  for  next  year 
what  would  be  a  reasonable  budget  for  each  one  of  those  three  roads 
to  earn  in  order  to  perfom  its  service  to  the  public,  and  at  the  same 
time  to  take  care  of  the  capital  that  belongs  to  private  individuals. 

Director  General  Hines.  Senator,  that  could  be  figured  out,  but 
I  do  not  see  how  it  could  be  put  into  effect.  I  do  not  see  what 
machinery  you  could  provide  that  would  put  that  into  effect. 

Senator  Underwood.  The  machinery  part  of  it  would  be  a  ques- 
tion for  Congress  to  determine.  For  instance,  I  know  you  are  very 
familiar  with  the  Louisville  &  Nashville  Railroad,  which  goes 
through  my  country.  Could  you  take  the  operating  expenses  and 
the  outgo  of  that  company  and,  after  consideration,  figure  out  a 
budget  that  would  be  reasonable  to  take  care  of  the  operation  of 
the  railroad  in  every  respect,  and  also  pay  a  reasonable  return  on 
the  capital  used  in  the  railroad? 

Director  General  Hines.  Confined  to  just  one  railroad  that  ought 
to  be  reasonably  practicable  to  make  such  an  estimate,  but  I  do 
want  to  insist.  Senator,  that  we  do  not  get  far  in  the  solution  of  the 
question  unless  we  consider  the  state  of  the  public  mind  as  to  whether 
it  will  stand  for  the  estimate  that  is  made. 

Senator  Underwood.  That  is  a  question  for  the  legislative  branch 
of  the  Government. 

Director  General  Hines.  I  think  this  is,  too.  The  whole  thing 
is  for  the  legislative  branch. 

Senator  Underwood.  The  question  as  to  what  can  be  done  that  will 
satisfy  the  public  is,  of  course,  a  political  question,  but  I  was  trying 
to  find  out,  from  a  practical  standpoint,  assuming  that  Congress 
could  meet  the  political  question,  is  it  not  practicable,  if  you  were 
ordered  to  make  a  budget  along  the  lines  I  have  suggested,  not  in 
reference  to  particular  rates,  but  in  reference  to  the  total  receipts, 
the  earning  capacity  of  the  railroad,  it  would  be  entirely  practicable 
for  you,  knowing  the  Louisville  &  Nashville  Railroad  as  you  do,  to 
take  hold  of  the  books  and  papers  of  that  road  and  make  up  a 
reasonable  budget,  M'ould  it  not? 

Director  General  Hines.  You  could  make  a  reasonable  forecast  for 
the  year  and  yet  the  way  the  business  would  develop  the  result 
might  fall  considerably  short  of  it,  or  run  considerably  beyond  it. 

Senator  Underwood.  But  3'ou  do  that  now.  When  you  were 
practically  operating  the  Louisville  &  Nashville  Railroad  you  based 
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your  business  policy  on  your  estimate  of  what  you  were  going  to 
get,  did  you  not? 

Director  General  Hines.  The  practical  situation,  Senator,  is  that 
every  railroad  company  tries  to  handle  all  the  business  it  can,  and 
it  has  never  been  able  to  look  at  its  rate  structure  and  say,  "This 
structure  ought  to  go  up  or  down  because  our  business  for  the  next 
year  will  be  so  and  so."  It  has  tried,  so  far  as  any  leeway  was  left 
to  it,  to  put  up  its  rates  or  to  adjust  them  so  as  to  meet  its  antici- 
pated difficulties.  But  looking  at  it  purel}''  from  a  theoretical  stand- 
point, it  of  course  is  possible  to  make  a  reasonable  forecast  of  busi- 
ness and  say,  "  The  reasonable  probability  is  that  if  our  rates  are  so 
and  so  our  results  will  be  so  and  so;"  and  yet  they  are  liable  to  be 
defeated  by  all  sorts  of  things,  and  it  is  merely  a  forecast. 

Senator  U^tderwood.  That  condition  confronts  the  president  and 
board  of  directors  in  handling  any  railroad  system  to-day,  does  it 
not? 

Director  General  Hines.  As  it  stands  to-day.  Senator,  it  is  a  con- 
dition that  is  largely  out  of  the  hands  of  the  railroad  companies. 
The  railroad  compan}^,  in  a  sense,  is  in  the  hands  of  the  Lord.  It 
just  goes  ahead  and  operates  the  property  and  collects  the  rates  that 
are  allowed  to  it  and  gets  the  business  that  is  coming  and  pays  the 
expenses  that  it  has  to  pay ;  but  there  does  not  seem  to  be  an}'  way 
to  make  a  forecast  which  reall}'  enlightens  ii:  as  to  anything  it 
can  do. 

Senator  Underwood.  I  realize  that,  because  you  have  got  the  limi- 
tations of  the  law — have  got  your  hands  shackled  in  a  part  of  your 
operation — but  before  that  condition  arose,  in  every  railroad  com- 
pany, just  like  in  every  industrial  company,  the  board  of  directors 
figures  on  what  they  would  probably  make  and  what  they  would  pay 
out,  and  they  do  that  to-day,  as  far  as  the  law  allows  them  to  do  it; 
is  not  that  so? 

Director  General  Hines.  I  think,  as  far  as  operating  expenses  are 
concerned,  that  is  hardly  the  case.  The  railroad  is  a  going  concern 
and  it  has  to  operate,  and  they  go  on  the  idea  that  they  must  continue 
to  operate.  Now,  if  they  had  an  option  as  to  whether  they  would 
take  new  business  or  not,  they,  of  course,  would  debate  whether  that 
new  business  would  make  them  money  or  lose  them  money.  If  the 
railroad  company  is  entitled  to  do  that,  suppose  the  new  business 
would  lose  them  money,  they  would  not  take  it;  but  the  business  that 
normally  comes  to  it  has  got  to  be  handled,  and  it  tries  to  keep 
its  expenses  as  low  as  possible,  but  there  is  no  way  in  which  it  can 
gauge  its  income  with  its  outgo  and  regulate  either  one  so  far  as 
operating  expenses  are  concerned.  It  is  true  that  as  to  maintenance 
programs  the  company  can  defer  maintenance  if  the  outlook  is  for 
a  bad  j^ear,  and  that  affects  its  operating  expenses;  and,  of  course, 
as  to  additions  and  betterments,  which  will  be  a  capital  charge,  the 
company  is  influenced  by  what  it  will  probably  be  able  to  do.  If  it 
believes  that,  as  far  as  it  is  able  to  forecast,  the  surplus  from  its 
operation  is  going  to  be  substantially  over  its  interest  and  dividends, 
that  probably  encourages  it  to  make  a  larger  addition  and  betterment 
program  than  if  it  feels  it  is  going  to  have  very  close  sailing.  As  I 
look  at  it,  it  is  impracticable  to  make  a  forecast  that  will  really  in- 
struct anybody  as  to  what  the  outcome  will  be,  because  you  have  got 
to  run  the  road  and  pay  expenses. 
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Senator  Uxderavood.  What  I  mean  is  that  you  can  forecast  with  a 
budget  what  would  be  a  reasonable  return  on  that  property  just  as 
well  by  estimating  it  for  the  future  as  you  can  do  when  the  board 
of  directors  is  trying  to  function  within  the  limitations  of  the  law ; 
and  it  would  not  make  any  vital  difference,  so  far  as  that  part  of  it  is 
concerned,  as  to  whether  you  had  all  the  railroads  combined  in  one 
region  or  whether  you  were  running  them  as  independent  railroads, 
when  you  come  to  working  out  your  budget. 

Director  General  Hines.  Senator,  as  I  look  at  it,  that  makes  all 
the  difference  in  the  world.  If  you  had,  for  example,  only  the  Louis- 
ville &  Nashville  Railroad,  you  could  make  a  budget  that  might  be 
at  least  approximate  and  suggestive,  but  if  at  the  same  time  you  had 
the  Mobile  &  Ohio  and  the  Illinois  Central  and  the  Cincinnati  South- 
ern, and  the  Alabama  Great  Southern,  and  were  trying  to  make 
budgets  for  each  of  them  and  then  decide  on  a  level  of  rates  which 
would  approximately  represent  those  results  for  each  you  would  get 
into  a  situation  that  would  be  absolutely  hopeless,  because  it  would 
not  work. 

Senator  Underwood.  Of  course,  if  you  applied  the  same  rule  to  all 
of  them 

Director  General  Hines  (interposing).  You  would  have  to  apply 
the  same  rates  to  all  of  them,  in  practice. 

Senator  Underwood.  You  heard  or  read,  I  suppose,  Mr.  Warfield's 
suggestions  representing  the  security  holders? 

Director  General  Hines.  I  did  not  get  an  opportunity  to  read  the 
entire  statement.  I  got  a  general  idea  of  it.  but  unfortunatel}'  I  did 
not  have  an  opportunity  to  read  it  all. 

Senator  Underwood.  As  I  understand  his  suggestion  representing 
the  security  holders,  he  primarily  asks  the  Congress  to  pass  a  law 
authorizing  the  commission,  or  some  other  governmental  body  to  fix 
a  reasonable  budget  return  for  each  one  of  these  railroads,  and  that 
whatever  the  rates  make  in  addition  to  that  shall  not  go  into  the  rail- 
road itself  but  shall  be  divided  and  used  for  other  purposes.  He 
makes  some  suggestion  of  that  kind.  Now,  if  that  were  done  and 
Congress  passed  a  law  instead  of  declaring  that  the  commission  shall 
find  a  reasonable  rate  as  to  each  specific  commodity  it  shall  find  what 
is  a  reasonable  aggregate  of  rates  or  budget  of  the  earning  capacity : 
as  soon  as  that  was  done  and  the  law  established  that  each  railroad 
should  have  a  budget  that  was  suificient  to  operate  the  road  and  to 
pay  interest  on  the  bonds  and  stocks  that  were  used,  or  rather,  on  the 
capital  that  was  used  in  the  operation  of  the  railroad,  would  not  that 
stabilize  the  finances  of  all  the  roads  in  the  United  Statees  at  once? 

Director  General  Hines.  I  am  not  quite  clear.  Senator,  that  I  get 
that  plan.  That  contemplates,  in  effect,  making  up  a  budget  for  each 
road,  and  then  aggregating  them  ? 

Senator  Underwood.  It  contemplates  making  up  an  annual  budget. 

Director  General  Hines.  Yes. 

Senator  Underwood.  Of  course,  it  could  not  be  a  fixed  budget,  and 
the  commission,  or  whatever  body  made  up  the  budget,  would  have 
to  do  it  each  year,  probably;  but  it  contemplates  making  up  an  annual 
budget  for  each  road,  and  saying  that  it  is  entitled  to  so  nmch  money 
for  betterments,  improvements,  and  repairs  that  ordinarily  grow  out 
of  the  operation,  and  for  its  interest  charges  on  its  capital  used,  it 
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is  entitled  to  so  much  money ;  and,  of  course,  along  with  that  would 
be  the  power  of  Congress  to  regulate  future  issues  of  securities. 

Director  General  Hines.  Yes. 

Senator  Underwood.  Now,  of  course,  when  that  was  done  and  the 
railroad  Avas  authorized  to  levy  taxes  in  the  way  of  freight  and  pas- 
senger rates  sufficient  to  raise  that  amount  of  money,  would  not  that 
stabilize  tlie  securities  of  the  railroads  on  which  it  was  operative? 

Director  General  Hines.  Now,  as  I  understand  that,  take  the 
Southeast,  for  example.  The  practical  way  that  would  work  would 
be  that  the  commission  would  ascertain  the  operating  expenses  of 
the  roads  in  that  region,  what  they  needed  for  operating  expenses 
and  taxes,  and  what  they  needed  to  pay  interest  and  dividends,  and 
then  would  fix  rates  sufficient  to  produce,  in  the  aggregate,  that 
amount  for  the  group  of  roads? 

Senator  Underwood.  I  do  not  understand  it  that  way.  I  may  be 
mistaken  about  it  myself,  but  I  am  trying  to  get  down  to  the  rock 
bottom  on  Avhich  we  have  got  to  base  legislation,  provided  we  do  not 
go  to  Government  ownership — and  I  am  not  a  Government-owner- 
ship man  myself;  some  people  differ  with  me.  If  we  have  Govern- 
men  ownership,  then  the  way  is  clear  and  it  does  not  require  much 
legislation  to  get  that;  but  if  Ave  are  not  going  to  Government  own- 
ership, then  I  am  trying  to  find  out  where  the  real  sore  place  in 
the  body  of  the  railroads  is  that  we  have  got  to  relieve;  and  you 
have  indicated  that  it  was  finance,  and,  of  course,  finance  rests  on 
the  earning  capacity  of  the  road  to  meet  its  obligations.  Whenever 
it  is  able  to  meet  its  obligations,  its  finances  are  good,  and  when  it 
can  not  meet  them,  they  are  bad.  Now,  taking  that  as  the  basis,  I 
do  not  understand  that  Mr.  Warfield's  suggestion  was  that  we 
should  make  a  rate  in  a  community  that  would  cover  an  aggregation 
of  roads  or  a  budget  that  would  cover  an  aggregation  of  roads,  but 
his  proposal  was  that  the  Interstate  Commerce  Commission  shouki 
make  a  budget  for  each  road,  and  then  allow  a  system  of  rates  that 
would  earn  the  amount  of  that  budget  for  the  aggregate  of  roads; 
and  where  a  road  earned  more  than  the  budget  requirement,  the 
money  would  go  to  the  Government  or  be  at  the  disposal  of  the 
Government  for  other  purposes  and  not  go  to  the  railroad  itself. 

Director  General  Hines.  And  where  it  earned  less,  it  would  be 
made  up? 

Mr.  Underwood.  Yes. 

Director  General  Hines.  So  you  would  have  a  uniform  level  of 
rates? 

Senator  Underwood.  But  your  budget  would  be  made  up,  one  for 
each  road. 

Director  General  Hines.  You  would  have  a  uniform  level  of  rates^ 
and  then  you  would  equalize  the  results? 

Senator  Underavood.  Yes.  What  I  want  to  know  is,  if  that  con- 
dition prevailed  and  was  properly  adjusted,  would  that  stabilize 
railroad  securities  and  relieve  the  financial  situation? 

Director  General  Hines.  As  I  understand  it,  Senator,  it  would  be^ 
in  effect,  a  guaranty? 

Senator  Underaa'ood.  Yes;  it  Avould. 

Director  General  Hines.  To  each  railroad  company  of  a  certain 
return,  no  more  and  no  less;  and  the  Government  would  then  so 
administer  the  matter  that  if  there  was  an  overplus  on  the  whole 
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thing,  the  Government  would  take  it,  and  if  it  fell  short  of  that  the 
Government  would  make  it  up? 

Senator  Underwood,  I  did  not  understand  him  to  say  that  the 
Government  would  make  it  up;  but,  of  course,  when  the  Govern- 
ment has  the  power  to  levy  a  tax  on  freight  rates  it  can  say  that 
everybody  doing  business  on  those  roads  must  contribute ;  and,  there- 
fore, it  amounts  to  a  guaranty. 

Director  General  Hines.  Yes.  Of  course  a  Government  guaranty 
on  all  the  roads  would  stabilize  the  financial  situation;  there  is  no 
doubt  about  that.  And  yet,  if  you  put  a  guaranty  on  the  basis  of 
existing  capitalization,  in  many  cases  you  would  be  paying  on  some- 
thing that  is  overcapitalized. 

Senator  Underwood.  I  realize  that,  but  that  is  another  issue ;  that 
is  another  question. 

Director  General  Hines.  But  I  think  it  is  very  closely  connected. 
Senator,  for  this  reason :  Let  us  assume  a  given  company  that  is  over- 
capitalized, and  that  is  recognized,  and  the  guaranty  is  reduced  ac- 
cordingly. The  result  of  it  is  that  what  3^ou  pay  that  company  is 
not  sufficient  to. sustain  its  stock;  the  result  is  that  it  can  not  finance 
with  its  stock,  and  it  has  to  keep  on  piling  up  indebtedness.  That 
is  one  of  the  great  difficulties  of  the  present  scheme,  that  there  is 
such  a  great  variety  in  capitalization  that  many  railroads  can  not 
finance  at  all  on  the  basis  of  their  stock,  and  they  will  not  be  able 
to  do  it  until  there  is  a  thoroughgoing  reconstruction  of  their  capi- 
talization. 

Senator  Underwood.  I  realize  that,  but  that  is  an  issue  that  has 
got  to  be  faced,  if  we  go  to  Government  ownership  and  buy  the  rail- 
roads; it  is  an  issue  that  has  got  to  be  faced  if  we  go  to  a  regional 
system  of  railroads,  and  reincorporate  them  under  a  Federal  charter ; 
and  it  is  a  thing  you  have  got  to  face  if  3'ou  go  to  a  guaranty  sys- 
tem and  determine  what  is  a  reasonable  return  on  the  capital  used ; 
so  that  any  point  at  which  you  approach  this  subject  as  to  the  out- 
standing capitalization,  you  have  got  that  to  meet  anyhow.  The 
only  difference  is  that  if  you  buy  the  railroads,  you  have  got  to 
assess  the  value  of  the  stock;  if  you  have  a  reorganization  under  a 
regional  system.  30U  have  got  to  assess  the  value  of  the  property  and 
reissue  the  stock;  and  if  you  have  a  budget  s^^stem,  as  proposed  by 
Mr.  Warfield,  it  would  then  be  in  the  hands  of  the  Interstate  Com- 
merce Commisison  or  other  Government  body  that  would  function 
in  the  matter,  whatever  it  might  be,  to  determine  what  was  a  rea- 
sonable return  on  the  propert}'  used:  so  you  have  got  that  to  face 
anyhow,  and,  of  course,  that  is  one  of  the  great  difficulties;  but  that 
has  got  to  be  done,  and  it  can  not  be  done  by  Congress.  The  do- 
termination  of  that  question  has  got  to  be  delegated  to  somebody  el?e. 

Director  General  Hines.  Undoubtedly. 

Senator  Underwood.  Assuming  that  a  reasonable  basis  of  return 
is  fixed  on  the  money  used  in  these  railroads,  then  is  there  any  rea- 
son why,  if  we  adopt  this  system  of  a  budget,  that  that  would  not 
solve  the  main  problem  from  which  the  patient  is  suffering? 

Director  General  Hines.  Senator,  trying  to  give  a  fair  answer  to 
your  question,  I  think  that  form  of  a  Government  guaranty,  if  it 
were  worked  out,  would,  of  course,  stabilize  the  situation  as  soon  as 
the  capitalization  was  reconstructed.  "It  would  not  do  it  before  that 
as  to  the  companies  whose  capitalization  is  wrong.    Now,  while  per- 
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haps  your  question  does  not  embrace  this,  I  feel  so  strongly  that  it  is 
a  relevant  point  that  I  would  like  to  add  that  it  seems  to  me  that 
plan  of  a  guaranty  would  be  less  satisfactory,  from  the  standpoint 
of  the  Government,  and  would  get  far  less  support  than  if  there 
were  to  start  with  a  thoroughgoing  reconstruction  of  the  companies 
and  if  their  properties  were  vested  in  a  few  hands.  I  think  that 
would  greatly  simplify  the  matter.  I  think  many  of  the  companies 
would  have  to  be  reorganized  before  this  guaranty  would  enable 
them  to  finance  successfully,  and  I  think  this:  I  do  not  believe  any 
plan  of  a  Government  guaranty  will  be  successful  at  all  unless  there 
is  adequate  Government  representation  on  the  boards  of  directors 
of  the  companies.  I  think  that  is  going  to  be  much  less  satisfactory 
and  much  more  difficult  with  as  many  companies  as  we  have  now 
than  if  we  had  fewer  companies ;  so  while  you  may  properly  criticize 
my  statement,  and  say  that  I  am  dealing  with  something  that  is 
legislative  in  its  character,  yet  I  think  it  is  indispensible.  I  have 
that  view. 

Senator  Underwood.  No  ;  I  do  not  criticize  that  statement,  because 
I  want  to  get  at  the  facts.  Of  course,  I  recognize  the  difficulty  you 
suggest — the  number  to  be  dealth  with — but  here  is  the  thing  that  is 
troubling  my  mind  in  reference  to  a  reorganization  of  the  railroads 
into  regional  sj^stems,  outside  of  the  legal  questions  involved,  as  sug- 
gested by  Mr.  Root,  who  suggests  that  we  can  not  do  it  at  all;  that 
we  have  no  power  to  do  it ;  but  assuming  that  we  have  the  power  to 
do  it,  if  we  start  a  regional  system,  I  take  it  for  granted  we  have  got 
to  provide  for  ascertainment  of  the  value  of  each  property  that  goes 
into  that  system,  and  the  reissuance  of  a  capitalization  on  that  value. 
Now,  it  strikes  me  that  that  would  be  a  labor  of  years  to  accomplish ; 
it  would  take  a  very  long  time  for  us  to  accomplish  that  result,  and 
to  ascertain  what  the  real  values  were. 

Director  General  Hines.  Senator,  if  it  will  not  interrupt  you,  may 
I  ask  if  exactly  the  same  thing  would  not  have  to  be  done  to  carry 
out  Mr.  Warfield's  plan  ? 

Senator  Underwood.  No. 

Director  General  Hines.  Otherwise  you  would  be  guaranteeing 
something  you  ought  not  to  guarantee. 

Senator  Underwood.  I  do  not  think  so,  but  I  have  no  conclusion 
on  thrt  question.  My  questions  are  merely  intended  to  develop  in- 
formation. I  assume  that  every  time  the  reasonableness  of  a  rate 
goes  to  the  Supreme  Court  of  the  United  States,  as  an  individual 
rate,  in  a  way,  it  passes  on  values,  because  that  is  the  basis  of  whether 
that  rate  is  reasonable — its  operating  income,  operating  expenses, 
and  its  interest  charges,  which,  in  the  end,  control  values,  outside  of 
the  question  of  what  is  a  reasonable  compensation  for  the  carriers. 
I  mean  that  when  the  question  goes  before  the  Supreme  Court  as  to 
whether  the  rate  is  confiscatory,  as  to  whether  if  you  establish  this 
rate  or  a  rate  at  this  low  level,  you  are  going  to  confiscate  a  man's 
property,  then,  of  necessity,  the  question  that  comes  before  the 
court — the  Interstate  Commerce  Commission  or  the  Supreme  Court — 
is  a  question  of  value,  because  on  the  value  are  based  the  interest 
charges.  Now,  if  that  is  done  by  taking  each  rate  up  separately  to 
reach  that  conclusion,  if  the  commission  or  other  governmental  au- 
thority takes  it  up,  as  a  whole,  to  determine  the  reasonableness  of  the 
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rate,  in  its  way  it  will  ascertain  what  is  a  fair  return  on  the  property 
used,  on  the  money  used ;  it  does  it  to-day,  only  to-day  it  does  it  in 
piecemeal;  under  Mr.  Warfield's  plan  it  would  do  it  as  a  whole. 
Now,  that  would  not  require  a  reissue  of  capital  stock;  it  w^ould  not 
require  a  revaluation  of  the  property,  but  it  would  require  the  court 
to  ascertain  what  it  thought  was  a  fair  value  of  the  capital  invested 
and  used— not  invested,  but  the  capital  used  by  the  road.  On  one 
road  it  might  say  that  it  could  value  its  stock  at  100  per  cent;  another 
one  would  take  the  value  of  the  stock  at  5  per  cent,  but  it  would  as- 
certain that  fact  just  as  it  does  to-day.  If  that  were  done,  it  seems 
to  me  that  the  point  is  a  question  as  to  whether  we  will  allow  that  to 
be  done  by  the  commission  or  whether  it  shall  be  done  by  a  board,  to 
ascertain  all  the  values  at  one  time.  Now,  what  I  have  been  trying 
to  get  at,  Mr.  Hines,  is  a  ready  solution  of  this  question — one  that  we 
can  work  out  within  a  reasonable  time;  and,  therefore,  I  ask  again: 
If  we  adopted  that  plan  and  guaranteed  a  budget  return  for  each 
one  of  these  railroads  that  was  reasonable  and  just,  would  not  that 
solve  the  main  difliculty  that  confronts  the  railroad  situation  to-day  ? 

Director  General  Hines.  I  think,  Senator,  that  if  it  could  be  done, 
it  would  go  far  toward  solving  the  difficulty,  but  as  I  look  at  it  it 
would  take  just  as  much  time  to  do  it  as  to  work  out  a  plan  which, 
after  it  was  worked  out,  would  be  much  more  automatic  and  satis- 
factory, because,  as  I  look  at  it,  this  plan  involves,  in  a  sense,  a  sort 
of  continuing  rearrangement  of  these  things  and  a  continuing  debate, 
and  a  consequent  readjustment  of  capitalizations  to  enable  the  com- 
panies to  finance  on  that  basis;  and  it  will  take  just  as  long  to  get  it 
started,  and,  in  my  opinion,  when  it  is  started  it  will  not  be  found 
as  effective  as  the  plan  I  have  in  mind ;  but  yet  if  it  is  started,  with 
that  Government  guaranty,  it  will  go  far  toward  solving  the  financial 
situation  as  rapidly  as  the  companies  readjust  their  capitalization 
to  enable  them  to  finance  under  that  plan. 

Senator  Underwood.  But  in  the  last  analysis  you  reach  the  con- 
clusion that  the  main  point  that  we  have  got  to  face,  as  a  legislative 
body,  to  relieve  this  situation,  is  the  question  of  giving  adequate  re- 
turn for  operating  expenses  and  interest  on  the  capital  used? 

Director  General  Hines.  It  is  a  question  of  insuring  that,  and  let- 
ting the  public  feel  that  no  more  than  that  is  being  done;  that  an 
unnecessary  assurance  is  not  being  given. 

Senator  Underwood.  To  allow  the  public  to  feel  that  no  more  is 
being  paid  than  is  a  reasonable  return,  and  that  they  get  the  benefit 
of  the  balance? 

Directoi'  General  Hines.  Yes. 

Senator  Underwood.  On  the  one  side  to  let  the  security  holder 
know  that  he  is  going  to  get  a  guaranteed  rate  of  interest  on  the  fixed 
value  of  his  security? 

Director  General  Hines.  Yes. 

Senator  Underwood.  You  think  that  would  stabilize  the  situation? 

Director  General  Hines.  Yes;  I  think,  generally,  that  is  the 
problem. 

Senator  jNIcLean.  I  only  want  to  ask  one  question;  the  only  mat- 
ter that  this  Congress  can  decide  or  expects  to  decide  is  the  question 
of  the  extension  of  time.  I  understand  that  these  other  matters  are 
exceedingly  important  and  that  they  ought  to  be  investigated,  and 
some  permanent  plan  discovered  if  that  is  possible;  but  we  must  say 
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yes  or  no  to  your  request  for  an  extension  of  time,  and  that  is  about 
all  that  this  Congress  will  undertake  to  do,  probably.  Now,  I  under- 
stand that  you  are  opposed  to  Government  ownership;  you  believe 
that  the  railroads  under  private  management  and  private  operation 
can  render  cheaper  and  better  service,  as  I  understand  you,  than  they 
probably  would  under  Government  ownership  ? 

Director  General  Hines.  I  think  that  is  true,  if  they  are  recon- 
structed in  the  manner  I  have  outlined. 

Senator  McLean.  Yes.  Now,  it  so  happens  that  every  man  that  is 
in  favor  of  Government  ownership — that  is,  as  far  as  I  have  ob- 
served— is  in  favor  of  extending  the  time  of  your  control  over  the 
railroads.  I  think  if  there  are  any  members  of  this  committee  who 
favor  Government  ow^nership — I  do  not  know  that  there  are,  but  if 
there  are,  I  think  it  is  a  safe  wager  that  they  will  be  in  favor  of  giving 
you  five  5^ears,  if  necessary,  for  the  operation  of  these  roads;  and  they 
advance  plausible  arguments  in  support  of  their  view  that  if  the  time 
is  extended  conditions  will  undoubtedly  arise  which  will  compel  the 
Government  to  take  not  only  the  possession  but  the  title  of  these 
roads.    Do  you  have  no  fear  of  that? 

Director  General  Hines.  Senator.  I  do  not  believe  that  will  be  true. 
I  believe  that  the  situation  will  be  just  as  open  to  be  dealt  with  on  the 
merits  if  there  is  an  extension  as  if  there  is  not.  I  think  there  is  in- 
volved in  that  argument,  all  the  way  through,  the  thought  that  Con- 
gress will  do  nothing  until  the  end  of  the  five  years,  and  then  they 
will  have  had  five  years  of  Government  operation  as  a  unified  system, 
iind  will  have  to  deal  with  that.  My  thought  is  that  Congress  will,  if 
it  gives  the  extension  and  thereby  gives  the  advantages  which  I  think 
will  go  with  it  in  the  public  interest,  nevertheless,  go  right  ahead  and 
work  out  whatever  plan  it  thinks  is  desirable;  and  I  think  it  will  be 
found  that  it  will  require  a  large  part  of  the  five  years  to  get  the 
thing  actually  put  into  shape  to  go  into  effect;  and  I  do  not  believe 
that  is  going  to  make  Government  ownership  any  more  likely,  or 
make  it  any  more  diffi  ult  to  adopt  an  alternative  plan. 

Senator  McLean.  Well,  I  have  overheard  their  views,  and  they 
have  great  confidence  in  your  abilities — and  justly  so,  I  think — in 
railroad  management.  They  feel  that  you  would  probably  be  able  to 
get  the  railroad  situation  into  such  a  satisfactory  shape  that  notwith- 
standing the  fact  that  it  may  be  a  little  more  expensive  than  it  would 
be  under  private  control,  it  will,  on  the  whole,  be  so  satisfactory  that 
it  will  not  be  w^orth  while  to  go  back  and  experiment  with  these  dif- 
ferent systems  that  are  proposed  here — all  of  them  untried — for  a 
return  to  private  management.    You  have  not  any  fear  of  that  ? 

Director  General  Htnes.  No;  I  have  not  any  fear  that  I  am  going 
to  be  so  successful  that  it  will  drive  the  country  to  Government 
ownership. 

Senator  McLean.  They  say  if  you  are  not  infallible,  as  they  an- 
ticipate, and  your  plan  fails,  that  the  railroads  will  be  so  crippled 
by  reason  of  demoralization  in  the  organization  and  the  loss  of 
morale  of  the  employees,  that  the  railroad  companies  themselves  will 
realize  that  it  is  utterly  impossible  to  expect  treatment  from  the  Gov- 
ernment that  will  enable  them  to  be  restored  to  anything  like  a  satis- 
factory situation,  and  that  the  railroads  themselves  will  demand  that 
Congress  complete  the  work  it  has  begun,  destroy  private  ownership 
and  pay  the  funeral  expenses,  and  take  the  roads. 
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Director  General  Hines.  Senator,  I  do  not  believe  there  is  any- 
thing in  that  position.  The  organization  of  each  railroad  company, 
generally  speaking,  is  preserved ;  I  mean,  the  operating  organization. 
In  a  comparatively  few  cases  of  relatively  small  roads,  two  or  more 
have  been  put  under  a  Federal  manager,  but  those  cases  are  quite 
exceptional.  Generally  speaking,  each  railroad  has  its  own  complete 
and  separate  organization.  Now,  whether  the  Government  control 
continues  for  two  years,  as  seems  to  be  the  desire  of  many  members  of 
this  committee,  or  whether  it  continues  not  more  than  three  years 
longer,  I  think  that  situation  will  be  exactly  the  same ;  that  that  sepa- 
rate operating  organization  will  continue,  and  they  will  continue 
identified  with  that  particular  railroad,  and  it  will  be  entirely  prac- 
ticable, either  at  the  end  of  two  years,  four  years,  or  five  years,  for  the 
corporation  to  resume  its  operation,  taking  over  each  separable  unit 
of  organization  which  is  there  available  for  it. 

Now,  as  to  the  corporation's  own  organization,  that  will  continue 
whether  it  is  two  years,  four  years,  or  five  years,  and  I  think  there  is 
no  basis  for  that  contention. 

Senator  McLean.  You  have  possession  of  their  property ;  you  not 
only  have  possession,  but  you  deny  the  managers  control  over  income 
and  expenditures.  They  have  absolutely  nothing  to  say  as  to  rates; 
they  have  absolutely  nothing  to  say  as  to  betterments  and  improve- 
ments, under  the  present  system. 

Director  General  Hines.  They  have  a  great  deal  to  say  as  to  bet- 
terments and  improvements.  Senator. 

Senator  McLean.  Well,  I  assume  you  read  the  statement  of  Mr. 
Thom  and  others,  representing  the  roads  ? 

Director  General  Hines.  Yes ;  I  read  abstracts  of  them. 

Senator  McLean.  I  do  not  wish  to  go  into  detail,  but  they  claim 
that  their  say  in  that  matter  is  so  hampered  that  practically  they 
have  no  initiative  as  to  rates  or  as  to  expenditures,  as  to  income  or 
outgo,  and  apparently  they  look  upon  that  as  something  that  if  it 
be  long  continued  will  necessarily  bring  about  a  situation  that  will 
render  a  return  to  them  so  undesirable  that  they  may  conclude,  as  I 
suggested,  that  the  only  thing  to  do  is  to  quit. 

Director  General  Hines.  It  is  entirely  true,  Senator,  that  the  sep- 
arate corporations  have  no  control  over  rates  and  no  control  over 
operating  expenses.  Necessarily,  the  Government  being  responsible 
for  the  operation,  it  has  to  take  complete  control  over  those  things. 
When  it  comes  to  capital  expenditures,  thougli — additions,  better- 
ments, and  things  of  that  sort — the  peace-time  policy  of  the  Rail- 
road Administration  is  to  consult  the  railroad  corporations  very 
fully  as  to  what  shall  be  done  in  the  Avay  of  permanent  expenditures. 

Senator  McLean.  I  will  not  ask  you  to  go  further  on  that,  but  I 
will  ask  you  this:  Do  you  believe  the  railroad  companies  ought  to 
have  the  right  to  initiate  the  rates  ? 

Director  General  Hines.  You  mean  if  we  wont  back  to  the  old 
form  of  private  control? 

Senator  McLean.  Yes;  under  any  plan  that  has  been  proposed. 

Dii^ctor  General  Hines.  I  want  to  turn  that  over  in  my  mind  a 
moment.    I  had  not  considered  that  lately. 

The  Chairman,  Are  there  any  furtlier  questions? 

Director  General  Hines.  I  was  turning  over  in  my  mind  a  question 
that  was  asked.    It  is  a  very  important  one,  and  t  did  not  want  to 
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give  a  hasty  answer  to  it.  Assuming  that  we  go  back  to  the  old  form 
of  control  by  numerous  companies,  I  do  not  think  there  ought  to  be 
a  power  to  initiate  rates  which  is  not  subject  to  absolute  control  by 
the  commission,  because  otherwise  some  company  which  was  anxious 
to  increase  its  traffic  at  all  odds  could  make  a  rate  which  would  be 
very  injurious  to  the  general  rate  structure.  The  whole  policy  of 
Congress  for  many  years  has  been  certainty  and  uniformity  in  rates, 
and  to  give  a  company  a  right  to  put  into  effect  a  radical  reduction 
in  a  rate  would  get  us  back  to  the  old  days  of  rate  cutting,  which  I 
believe  everyone  realizes  would  be  injurious. 

Senator  McLean.  I  do  not  think  there  is  much  danger  of  that. 

Director  General  Hines.  There  may  be  a  good  deal  of  danger  of  it, 
because  an  individual  company  may  figure  that  for  its  temporary 
purposes  it  can  get  a  good  deal  of  business  if  it  makes  a  radical  cut 
in  a  rate,  and  that  might  operate  to  seriously  disturb  a  large  part  of 
the  rate  structure.  I  do  not  think  that  situation  should  prevail.  On 
the  whole,  my  thought  is  that  under  this  widely  scattered  form  of 
private  ownership,  as  it  has  been  in  the  past,  without  any  Govern- 
ment representation  in  the  management,  the  power  to  initiate  rates 
ought  not  to  remain  with  the  private  corporations. 

Senator  McLean.  I  think  that  is  all.  I  called  attention  to  the 
situation  in  regard  to  the  extension  of  this  time,  because  my  belief 
is  that  you  want  to  consider  it  very  seriously.  It  is  my  firm  belief 
that  the  longer  you  extend  this  time  the  greater  the  danger  that  you 
never  will  be  able  to  get  the  roads  back  into  private  ownership — that 
is,  extension  beyond  a  reasonable  time. 

Director  General  Hines.  Senator,  there  is  this  thought  which 
strikes  me  as  very  important  in  that  connection :  That  if  the  railroads 
should  be  turned  back  to  all  the  various  companieSj  as  in  the  past, 
with  some  legislation  that,  after  all,  is  merely  permissive,  the  result 
is  going  to  be  so  disappointing  in  a  few  years  that  there  will  be 
such  a  complete  state  of  public  discouragement  that  they  will  go 
straight  to  public  ownership. 

Senator  McLean.  Do  you  not  think  two  years  will  be  enough  to 
get  all  the  information  from  this  anomalous  system  that  is  now  in 
operation  to  be  of  any  value  in  forming  a  permanent  system? 

Director  General  Hines.  At  present  we  have  no  information  from 
this  system  of  Federal  control  except  information  which,  even  now. 
is  still  fragmentary,  and  probably  will  be  until  some  time  in  March. 

Senator  McLean.  I  said  '*  tAvo  years." 

Director  General  Hines.  Two  years  from  now  3'ou  will  then  have, 
say,  in  March,  1921,  a  result  of  one  year  of  war  conditions,  one  year 
of  readjustment  conditions,  and  one  year  of  supposedly  normal 
conditions;  but  the  21  months  will  then  have  expired,  and  if  you 
wait  for  that  information  you  then  have  got  to  extend  the  time  in 
order  to  legislate  on  the  basis  of  it,  or  the  railroads  have  then 
got  to  go  back  into  private  ownership  while  you  are  legislating. 

Senator  McLean.  I  have  no  further  questions. 

Senator  Kellogg.  Mr.  Hines,  I  am  going  to  try  to  confine  myself 
to  asking  you  questions  of  fact.  I  do  not  want  to  go  into  an  argu- 
ment of  theories.  We  are  confronted  here  now  with  a  possibility 
of  the  roads  being  turned  back  very  soon,  with  a  request  that  we 
extend  it  to  five  years,  and  with  the  law  as  it  now  stands,  for  21 
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months.  Therefore,  I  would  like  to  know  the  present  condition  of 
the  Government's  relation  to  the  roads,  not  in  view  of  any  criticism 
at  all,  but  just  to  get  at  the  facts.  You  spoke  about  the  adjustment 
of  the  debt  that  the  roads  owed  the  Government.  How  much  has 
the  Government  loaned  to  the  railroads  out  of  the  $500,000,000? 

Director  General  Hines.  I  will  get  a  paper  that  I  have  here  show- 
ing that. 

Senator  Kellogg.  I  want  this  so  we  can  determine,  if  they  are 
going  back,  what  settlement  is  due. 

Director  General  Hines.  Yes.  Senator,  while  some  information 
]s  being  gotten  by  my  assistants  here,  I  will  give  you  a  statement  of 
fact  which  approximately  answers  your  question,  and  I  will  try  to 
answer  it  more  specificallv  if  this  does  not  meet  the  situation. 
We  have  not  yet  settled  with  the  companies  in  full  for  the  calendar 
year  1918.  The  accounts  have  not  yet  been  made  up  Avith  many  of 
them ;  perhaps  not  completely  made  up  with  any.  As  we  settle  with 
those  companies  they  will  have  a  certain  part  of  their  income  that 
they  will  be  able  to  use  to  pay  for  additions  and  betterments.  We 
figure  when  we  settle  in  full  with  the  companies  for  1918,  and  they 
tipply  to  the  payment  of  A^hat  we  have  expended  on  their  account 
what  they  can  apply  without  interfering  with  their  interest  and 
dividends,  that  they  will  still  owe  us  $'290,918.283  on  account  of 
additions  and  betterments  made  during  1918.  Now,  in  addition  to 
that,  the  New  Haven  owes  us  $51,475,000  which  we  have  advanced 
to  it  to  take  up  maturities. 

Senator  Kellogg.  That  is,  you  mean  that  when  you  get  all  settled 
up  for  the  year  1918,  and  the  roads  apply  their  surplus  earnings, 
is  that  it  ? 

Director  General  Hines.  Their  surplus  rental  for  the  year  1918. 
after  having  retained  enough  to  pay  their  regular  interest  and  divi- 
dends, that  they  will  pav  us  for  additions  and  betterments  $290.- 
■000.000. 

Senator  Kellogg.  Well.  I  do  not  know  when  that  will  occur.  The 
Government  guaranteed  the  railroads,  as  a  whole,  about  $925,000,000, 
was  it,  practically? 

Director  General  Hines.  For  the  Class  I  roads,  Senator,  it  is  about 
$890,000,000. 

Senator  Kellogg.  Say  $900,000,000  in  round  figures? 

Director  General  Hikes.  Roughly,  yes. 

Senator  Kellogg.  How  much  of  that  has  been  paid  to  the  rail- 
roads, and  how  much  does  the  Government  owe  them  now? 

Director  General  Hines.  Taking  the  thing  as  it  actually  stood  at 
December  31,  we  had  advanced  to  the  corporations  specifically  on 
compensation  or  rental,  $253,277,000.    We  had  loaned  them - 

Senator  Kellogg  (interposing).  No;  let  us  keep  these  separate, 
so  we  can  get  at  them. 

Director  General  Hines.  Of  course,  as  matter  of  fact,  while  you 
can  keep  them  technically  separate,  yet  a  great  many  of  the  loans 
we  have  made  have  been  in  anticipation  of  an  ultimate  settlement 
on  the  rental. 

Senator  Kellogg.  Then,  if  you  call  these  loans  you  have  made 
*' rental,"  of  course  you  have  not  made  any  loans?  You  have  ad- 
vanced rental? 
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Director  General  Hines.  Neither  thing  can  be  successfully  con- 
sidered without  the  other,  although  they  can  be  separately  stated. 

Senator  Kellogg.  Then,  out  of  the  ^900,000,000  how  much  have 
you  actually  paid  them  in  rental,  and  then  I  will  ask  you  about  the 
loans  ? 

Director  General  Hines.  That  is  the  figure  that  I  gave  you  that 
we  have  specifically  advanced  on  account  of  rental  during  1918 — 
$253,277,800. 

Senator  Kellogg.  Then,  the  Government  owes  them,  laying  aside 
the  question  of  rentals,  about  $650,000,000  ? 

Director  General  Hines.  Subject  to  all  that  the  corporations  owe 
the  Government. 

Senator  Kellogg.  Yes :  I  will  come  to  that. 

Director  General  Hines.  Which  are  considerable  amounts. 

Senator  Kellogg.  That  leaves  a  balance  to  be  paid  of  about 
$650,000,000. 

Director  General  Hines.  Subject  to  these  deductions. 

Senator  Kellogg.  Now,  how  much  has  the  Government  loaned 
them  out  of  the  fund  of  $500,000,000  that  Congress  appropriated? 

Director  General  Hines.  For  the  year  1918  there  has  been  actually 
loaned  to  the  railroad  companies,  out  of  the  revolving  fund,  $125,- 
817,750.  In  addition  to  that,  the  Government  has  loaned  the  com- 
panies out  of  the  operating  receipts,  about  $69,000,000. 

Senator  Kellogg.  That  is,  the  Government  has  taken  from  one 
company  funds  and  loaned  them  to  another? 

Director  General  Hines.  Not  from  one  company;  it  has  taken  it 
from  the  results  of  operation,  which  belong  to  the  Government. 

Senator  Kellogg.  You  mean  surplus  over  and  above  the  income 
of  $900,000,000? 

Director  General  Hi.n-es.  No;  taking  the  actual  operating  results 
for  1918,  the  main  part  of  the  operating  revenues,  of  course,  have 
remained  with  the  Federal  treasurers  on  the  various  railroads  to 
pay  their  operating  expense.  From  time  to  time  they  have  had  a 
surplus  of  those  operating  revenues,  all  of  which  belong  to  the  Gov  • 
ernment,  and  have  turned  them  into  the  central  treasury  of  the 
Railroad  Administration.  Now,  out  of  that  surplus  operating  reve 
nue  which  has  come  to  the  central  treasury  of  the  Railroad  Adminis 
tration,  we  have  loaned  the  companies  approximately  $69,000,00C 
in  addition  to  what  we  have  loaned  them  out  of  the  revolving  fund. 

Senator  Kellogg.  Passing  that,  then,  it  would  make  the  total 
loans  to  the  companies  about  $190,000,000? 

Director  General  Hines.  About  $194,000,000. 

Senator  Kellogg.  $194,000,000.  So  that  if  every  dollar  of  those 
loans  is  considered  simply  as  an  advance  payment  of  rental  you  still 
owe  the  railroads  for  last  year  oyer  $450,000,000 ;  is  that  right  ? 

Director  General  Hines.  Subject  to  some  other  deductions.  We 
figure  that  what  we  actually  owe  the  companies  for  last  year  to  settle 
up  the  accounts  in  full — what  we  owe  on  rental  and  after  applying 
what  they  are  in  position  to  pay — that  we  owe  them  $381,000,000. 

Senator  Kellogg.  $381,000,000? 

Director  General  Hines.  Yes;  tl.at  is  the  round  figure. 

Senator  Kellogg.  Now,  the  only  fund  the  Government  has  to  loan 
to  the  railroads  is  the  $500,000,00  )  which  has  been  appropriated, 
117900— 19— VOL  1 60 
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because  there  is  an  actual  loss  in  operation  of  the  entire  roads  for  the 
year  1918  ?    I  do  not  criticize  the  loss  at  all,  you  understand. 

Director  General  Hikes.  Yes;  in  substance  that  is  true.  As  a 
matter  of  fact,  getting  right  down  to  the  net  results,  since  our  oper- 
ating loss  for  1918,  after  paving  that  rental,  would  be  about 
$200,000,000,  w^e  would  have  only  $300,000,000  left  of  the  revolving 
fund  to  be  applied  to  all  the  purposes  Avhich  were  necessarily  in- 
volved in  Federal  control  and  which  temporarily  will  tie  up  much 
more  than  $300,000,000  of  the  Government's  money. 

Senator  Kellogg.  Yes.  Have  you  made  up  a  statement  in  detail 
of  all  the  loans  made  to  the  railroads,  keeping  separate  the  loans 
made  from  the  fund  appropriated  by  Congress  and  those  loans  made 
by  taking  from  the  revenues  of  the  railroads  and  loaning  it  to  other 
roads — have  you  made  up  a  statement  of  that  ? 

Director  General  Hikes.  We  have  not,  but  we  can  get  it  for  you. 
If  you  would  like  to  have  it,  we  can  have  it  prepared. 

Senator  Kellogg.  I  understood  such  a  statement  had  been  made 
up.     That  may  not  be  accurate.     I  am  not  sure. 

Director  General  Hikes.  Possibly  a  statement  showing  a  portion 
of  that,  or  without  separating  between  the  revolving  fund  and  the 
operating  fund,  has  been  made  up,  but  I  am  not  sure  as  to  that. 

Senator  Kellogg.  Then,  as  I  understand  you,  when  all  of  these 
loans  are  deducted  from  the  rental  due  the  railroads,  there  will  be 
about  $381,000,000  still  due  them? 

Director  General  Hikes.  Deducting  not  only  those  loans,  but  vari- 
ous other  debits  and  credits  that  go  back  and  forth  in  an  infinitely 
complex  way,  that  will  be  the  ultimate  amount  we  will  have  to  pay 
to  settle  up  1918. 

Senator  Kellogg.  Now^,  was  it  the  understanding  when  these  ad- 
vances were  made  out  of  this  Government  fund,  which  have  been 
largely  used  for  improvements,  betterments,  equipment,  etc.,  that 
they  should  be  applied  on  rent? 

Director  General  Hikes.  Yes;  the  idea  was.  Senator,  that  every- 
thing that  was  not  needed  for  the  corporation  to  pay  its  regular 
interest  and  its  regular  dividends  would  be  subject  to  application  on 
the  indebtedness  of  the  corporation  to  the  Government.  That  is  the 
theory  on  which  the  contract  as  agreed  on  with  the  corporations  was 
drawn. 

Senator  Kellogg.  Then,  the  theory  is  that  all  these  advances  to 
the  companies  out  of  the  $500,000,000  fund  were  to  be  applied  on 
rental  ? 

Director  General  Hikes.  Not  necessarily.  Of  course,  it  would  de- 
pend on  the  particular  company.  It  may  be  that  one  company  is  so 
situated  that  we  could  not  make  that  deduction  without  impairing 
its  ability  to  pay  its  interest  and  dividends,  and,  in  that  event,  we 
would  have  to  carry  it  as  a  debt :  but  after  working  the  whole  thing 
out,  the  total  net  result  is  $381,000,000,  and  that  is  prepared  on  the 
theory  that  each  company  will  be  paid  enough  of  its  rental  to  enable 
it  to  pay  its  regular  interest  and  dividends,  provided  its  whole 
rental  would  be  enough  for  this  purpose. 

Senator  Kellogg.  How  much  does  the  War  Department  owe  the 
Railroad  Administration  foi-  transportation? 

Director  General  Hikes.  A  very  considerable  amount.  December 
31  the  War  Department  owed  the  Railroad  Administration  on  bills 
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that  had  been  stated  and  rendered  to  the  War  Department  and  not 
paid,  $53,302,000.  There  were  certain  other  Dills  that,  up  to  that 
date,  had  not  been  stated,  and  they  amount  to  $28,586,000. 

Senator  Kellogg.  That  would  make  about 

Director  General  Hines  (interposing).  It  would  make  $81,889,000, 
twenty-eight  millions  and  odd  dollars  of  which,  however,  had  not 
been  stated  on  December  31. 

Senator  Kellogg.  Take  the  $53,000,000,  was  it? 

Director  General  Hikes.  Yes. 

Senator  Kellogg.  How  long  has  that  been  overdue  ? 

Director  General  Hines.  Varying  times.  I  could  not  give  you,  off- 
hand, the  exact  time. 

Senator  Kellogg.  Well,  about  how  long? 

Director  General  Hines.  Well,  of  course,  it  would  be  an  average 
time,  after  all;  because  that  represented  everything  that  had  been 
rendered  up  to  the  last  day  of  December.  Some  of  it  may  have  been 
considerably  overdue.  I  understand  that  that  runs  back  a  good 
many  months;  that  perhaps  in  the  regular  routine  in  the  War  De- 
partment it  takes  five  or  six  months  to  make  payments  of  this  sort, 
and  some  of  it  has  been  unpaid  perhaps  considerably  longer  than 
that. 

Senator  Kellogg.  You  are  asking  for  $750,000,000  more  as  an 
appropriation  for  general  operation  of  the  roads  now,  are  vou  not  ? 

Director  General  Hines.  We  are  asking  for  $750,000,000.  The 
expression  "  general  operation  "  may  not  be  entirely  accurate. 

Senator  Kellogg.  I  mean  to  loan  to  railroads  and  for  advances  to 
them,  etc.  ? 

Director  General  Hines.  And  to  settle  for  1918. 

Senator  Kellogg.  To  settle  for  1918  ? 

Director  General  Hines.  Yes,  and  to  aid  them  in  carrying  im- 
provement expenditures  for  1919  also. 

The  Chairman.  Is  that  $750,000,000  in  addition  to  the  $500,000,000 
in  the  revolving  fund  ? 

Director  General  Hines.  Yes.  If  allowed,  that  would  make  a 
total  of  $1,250,000,000.  In  that  connection  I  would  like  to  say  that, 
assuming  that  we  are  granted  $1,250,000,000,  approximately  the  only 
amount  representing  a  loss  to  the  Government  in  that  would  be 
about  $200,000,000— the  loss  in  1918,  and  the  balance  would  repre- 
sent practically  moneys  of  the  Government  temporarily  devoted  to 
carrying  these  accounts  with  the  railroad  corporations,  and  even- 
tually to  come  back  to  the  Government. 

Senator  Kellogg.  It  seems  to  me  we  ought  to  have  a  complete  state- 
ment of  the  loans  out  of  the  Government  fund,  loans  made  to  one 
carrier  of  funds  taken  from  another,  or  taken  from  operating  income, 
amounts  the  Government  owes  the  railroads,  and  the  amounts  which 
have  been  paid  to  the  railroads  covering  the  year  1918,  if  we  are  go- 
ing to  form  any  opinion  as  to  what  will  be  the  effect  of  turning  them 
back  immediately  or  giving  a  reasonable  time.  Could  you  furnish 
that? 

Director  General  Hines.  I  shall  be  very  glad  to  furnish  that. 

(Later  the  Director  General  furnished  statement  showing  answer 
to  the  foregoing  inquiry,  and  such  statement  is  as  follows:) 
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Statement  of  cash  receipts  and  disbursements  for  the  year  1918. 
Approximate;  see  note. 


Original  appropriation 

American  Railway  Express  Co. 

Wells,  Fargo  Co.  Express 

Net  operating  income  (note) 


Total. 


DISBURSEMENTS. 

Loans  to  railroad  companies: 

Secm-ed 

Unsecured 

Advances  on  compensation 

]  ayment  of  corporate  liabilities  in  excess  of  corporate  assets 

received  or  coller-ted 

Additions  and  betterments  expenditures 

I'urchase  of  standardized  equipment 

Advances  to  inland  waterways 

Advanced  to  Federal  managers 

Miscellaneous  (note) 


Revolving 
fimd. 


$500,000,000 


500,000,000 


110,317,500 

15, 500, 250 

138,331,660 


114,514,400 
"74,"79i,"666 


Operation. 


$42,157,416 

4,759,000 

785,397,956 


832,314,372 


34,185,460 
34,932,863 
114,946,140 

68, 743, 883 
455,817,710 


Total :     453, 454, 810 


Balance . 


46,545,190 


4,361,486 
74,701,000 
0,-136,980 


031,759,562 


200,554,810 


Total. 


$500,000,000 

42,157,416 

4,759,000 

785,397,956 


1,332,314,372 


144,502,960 
50,433,113 
253, 277, 800 

68,743,883 

455, 817, 710 

■  114,514,400 

4,361,486 


6,4Sf!,980 


1,085,214,372 


247,100,000 


Note. — This  statement  presupposes  that  all  the  income  was  actually  collected  in 
cash  ;  this  is  not  actually  ihe  case,  partly  because  substantial  amounts  of  freight  and 
passenger  fares  were  not  actually  paid  in  cash,  and  in  part  materials  and  supplies  have 
necessitated  the  employment  of  a  part  of  the  cash.  The  inclusion  of  the  item  of 
1(6,436,980  is  a  rough  way  of  reflecting  these  and  other  similar  factors.  For  it  should 
he  noted  that  the  reports  from  the  individual  railroads  have  not  yet  been  completely 
assembled ;  hence  it  was  necessary  to  approximate  the  cash  receipts  from  and  dis- 
bursements for  account  of  operations.  Necessarily,  to  give  the  complete  statement  of 
the  cash  transactions  of  the  Railroad  Administration  the  figures  of  the  individual 
roads  had  to  be  included.  Their  inclusion  on  an  estimated  basis  was  occasioned  by  the 
fact  that  the  statement  was  compiled  before  the  books  had  been  closed  for  the  year 
1918. 

Statement  of  account  tvith  railroad  companies  whose  properties  are  in  Federal 
control  as  of  Dec.  31,  li)18. 

[Approximate;  see  note.] 
CREDIT  TO   CX)MPANIES. 

Compensation — standard    return $928,314,372 

Less- 
Advances $253,  277,  800 

Loans,     excluding     New     Haven 

loan 143,  461,  073 

396,738,873 

Balance  due  on  compensation $531,575,499 

DEDUCTIONS. 

Other  items  in  account  with  the  corporations  which 
may  he  retained  in  payment  of  balance  of  com- 
pensation : 

Surplus  income  which  can  be  applied  to  addi- 
tions and  betterments $214,  211, 190 

Balance  due  companies  in  open  account  which 
is  estimated  can  be  retained  from  compen- 
sation on  settlement  thereof 55,920,620 


270, 140,  810 
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Less — 

Balance  payable  to  companies  on 

open  account $20,  372,  215 

Depreciation  accruals  payable  to 

companies 100,000,000 

$120,372,215 

Net  amount  to  be  retained $149,  768,  595 

Balance  payable  to  companies  in  settlement  of  compen- 
sation for  the  year  1918,  and  on  open  account,  and 
for  additions  and  betterments  to  the  companies' 
property   to   the   extent   that   compensation    suffices 

therefor 381,  806, 904 

Note. — The  figures  with  reference  to  open  account  are  based  on  report  as  of 

Sept.  30,  1918,  the  latest  available ;  it  is  believed  that  those  figures  will  not  be 

materially  changed  Dec.  31,  1918.    All  other  figures  shown  are  of  Dec.  31,  1918. 

The  data  as  to  amounts  which  can  be  retained  from  companies'  income  to  apply 

on  additions  and  betterments  are,  of  necessity,  estimated. 

Senator  Kellogg.  Now,  I  will  just  ask  a  very  few  questions  about 
your  plan  for  reorganization  of  the  railroads.  Do  you  think,  Mr. 
Hines,  that  the  Government  would  have  power — that  the  Congress 
would  have  power  now  to  compel  the  railroads  of  the  country  to  con- 
solidate ?  I  mean  by  "  consolidation  "  either  convey,  so  as  to  com- 
pletely amalgamate  their  properties,  either  by  consolidation  or  con- 
demnation ? 

Director  General  Hines.  My  judgment  is  that  the  Government  has 
that  power,  Senator. 

Senator  Kellogg.  That  is,  that  although  these  corporations  are 
organized  under  State  charters,  owing  certain  obligations  to  the 
States,  the  Federal  Government  can  compel  them  to  go  to  work  and 
consolidate  their  properties? 

Director  General  Hines.  In  my  judgment,  that  is  true.  I  say  that 
on  this  theory:  That  the  Government,  under  its  existing  authority, 
has  the  power,  in  my  opinion,  to  condemn  the  railroads  and  acquire 
them  absolutely.  Now,  my  thought  is  that  this  is  a  lesser  power  in- 
cluded within  that  greater  power. 

Senator  Kellogg.  Of  course,  the  Government  may  condemn  all 
the  railroads  and  take  them. 

Director  General  Hines.  Yes. 

Senator  Kellogg.  If  it  does  that,  it  must  pay  for  them  ? 

Director  General  Hines.  Undoubtedly. 

Senator  Kellogg.  But  can  we  pass  a  law  which  would  say  that  all 
these  railroads  must  consolidate  into  one  company  ?     Can  we  do  that  ? 

Director  General  Hines.  I  thinli  you  could,  having  back  of  it  this 
sanction  that  the  Government  would  condemn  the  property  of  any 
company  where  its  security  holders  did  not  come  into  the  plan. 

Senator  Kellogg.  We  could  not  compel  them  to  consolidate  under 
State  charter,  could  we? 

Director  General  Hines.  I  think  you  would  want  a  Federal  charter 
for  each  company. 

Senator  Kellogg.  You  would  have  to  have  it,  would  you  not? 

Director  General  Hines.  Oh,  yes;  I  am  satisfied  as  to  that. 

Senator  Kellogg.  In  other  words,  we  could  not  compel  the  Balti- 
more &  Ohio  and  the  Pennsylvania  to  consolidate  under  a  charter 
granted  to  the  Pennsylvania,  could  we? 

Director  General  Hines.  I  think  that  would  be  impracticable. 
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Senator  Kellogg.  The  only  thing  we  could  do  would  be  to  create  a 
Government  corporation  and  then  compel  them  to  come  into  it? 

Director  General  Hikes.  My  thought  would  be  that  a  Government 
corporation  would  be  created  and  a  tribunal  would  be  established 
for  determining  the  basis  of  exchange  of  the  securities.  If  that  were 
voluntarily  done,  it  would  answer  the  purpose,  and  if  it  were  not 
voluntarily  done  in  the  case  of  any  given  company,  the  Government 
could  exercise  its  power  to  condemn  the  property  and  itself  put  it 
into  the  plan. 

Senator  Kellogg.  The  Government  could  do  it  hj  condemnation, 
and  then  sell  it  back  to  the  company  ? 

Director  General  Hikes.  I  think  in  practice  the  thing,  to  a  very 
large  extent,  would  be  worked  out  by  a  voluntary  exchange,  in  view 
of  the  fact  that  the  other  power  was  back  of  it. 

Senator  Kellogg.  In  effect,  it  would  have  to  be  worked  out  by  the 
Government  practically  buying  or  condemning  all  the  railroads  in 
the  United  States,  and  then  putting  them  into  regional  corporations, 
and  stocking  those  corporations,  and  again  selling  that  stock  on  the 
market,  would  it  not  ? 

Director  General  Hikes.  I  believe,  in  effect,  a  very  large  bulk  of 
the  securities  would  be  voluntarily  exchanged ;  but  there  would  have 
to  be  that  power  exercised  in  cases  where  the  voluntary  exchange  did 
not  take  place. 

Senator  Kellogg.  Mr.  Hines,  you  say  "  voluntarily  exchanged." 
Can  you  map  out  any  regional  corporation  covering  a  certain  terri- 
tory in  the  United  States  that  will  not  cut  into  practically  every  big 
lailroad  to-day  owning  a  railroad  system  somewhere? 

Director  General  Hikes.  I  think  the  wa}'  to  deal  with  that  would 
be  to  let  the  railroad  remain  intact,  even  though  it  penetrated  another 
region,  just  as  we  have  done,  almost  without  exception,  in  the  forma- 
tion of  these  operating  regions  that  we  have  adopted.  In  a  few  cases 
we  have  put  different  parts  of  a  system  in  different  regions. 

Senator  Thompsok.  How  many  operating  regions  have  you,  may 
I  ask? 

Director  General  Hikes.  Seven. 

Senator  Kellogg.  Just  give  me  one  of  your  operating  regions,  so 
I  can  see  how  you  would  work  it  out. 

Director  General  Hikes.  Understand,  I  would  not  offer  that  as  the 
last  word  as  to  how  a  region  should  be  outlined.  It  is  merely  a  tenta- 
tive illustration.  A  case  where  this  interlacing  is  more  pronounced 
than  anywhere  else,  probably,  is  as  between  what  is  called  the  East- 
ern region  and  the  Allegheny  region.  The  Eastern  region  consists 
of  lines  in  New  England,  the  New  York  Central,  the  Erie,  the  Nickel 
Plate,  the  Wabash,  the  Lackawanna,  the  Lehigh  Valley,  the  Dela- 
ware &  Hudson,  and,  perhaps,  some  other  small  lines.  Now,  the 
Allegheny  region  consists  of  the  Pennsylvania  lines  east  and  west, 
the  Baltimore  &  Ohio  lines  east  and  west,  the  Western  Maryland,  the 
Reading,  the  Jersey  Central,  and  some  others.  Now,  there  is  more 
or  less  interlacing  there,  but  I  think  they  make,  in  practice,  two 
entirely  feasible,  distinct  railroad  regions,  although  they  do  interlace. 

Senator  Kellogg.  That  is,  the  big  companies  in  one  region  run 
into  the  territory  of  the  other? 

Director  General  Hikes.  To  an  extent;  more  so  in  that  case  than 
in  anv  other  regions  '^'e  have. 
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Senator  Kellogg.  If  you  are  going  to  have  a  regional  corporation 
which  will  take  in  all  of  New  England  and  the  northern  part  of  the 
■country,  north  of  the  Ohio  River,  as  far  west  as  Chicago,  in  that 
region  nearly  all  or  most  of  the  corporations  would  own  railroads 
not  only  in  that  region  but  in  one  farther  south,  would  they  not — 
most  of  the  big  companies? 

Director  General  Hines.  No  ;  I  think  not. 

Senator  Kellogg.  The  Pennsylvania  would. 

Director  General  Hines.  To  a  very  small  extent. 

Senator  Kellogg.  And  the  Baltimore  &  Ohio  would  ? 

Director  General  Hines.  Very  little  south  of  the  Ohio  and  Poto- 
mac Rivers. 

Senator  Kellogg.  You  would  have  it  include  all  north  of  the 
Ohio? 

Director  General  Hines.  That  is  purely  a  suggestion  as  to  how  it 
could  be  worked  out,  and  that  does  not  affect  the  principle  one  way  or 
the  other ;  but  I  should  say  broadly  that  the  advantages  which  could 
be  accomplished  by  such  a  plan  could  in  that  territory  be  worked  out 
by  having  the  railroads  north  of  the  Ohio  and  Potomac  Rivers 

Senator  Kellogg  (interposing).  And  east  of  Chicago? 

Director  General  Hines  (continuing).  East  of  Chicago  and  the 
Mississippi  River,  constituted  into  two  regions,  in  which  the  New 
England  lines  and  the  New  York  Central  would  be  the  characteristic 
feature  of  one  and  the  Pennsylvania  and  the  Baltimore  &  Ohio  lines 
would  be  the  characteristic  feature  of  the  other.  That  is  purely  a 
suggestion,  however. 

Tlie  Chairman.  There  are  some  other  questions  that  the  members 
of  the  committee  desire  to  ask,  and  we  will  be  glad  if  you  will  come 
back  in  the  morning,  Mr.  Hines. 

Director  General  Hines.  Yes. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
Thursday,  February  6,  1919,  at  10  o'clock  a.  m.) 
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THURSDAY,  FEBRUARY  6,  1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington^  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
Senator  Ellison  D.  Smith  (chairman),  presiding. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Hines, 
you  may  proceed. 

STATEMENT  OF  MR.  WALKER  D.  HINES— Resumed. 

Senator  Kellogg.  Mr.  Hines,  in  your  regional  operation  plan  Avould 
you  preserve  the  competition  between  the  present  systems  of  railroad 
of  the  United  States,  such  as  the  New  York  Central,  Pennsylvania, 
Baltimore  &  Ohio,  Southern  Railway,  Seaboard  Air  Line,  Atlantic 
Coast  Line,  Southern  Pacific,  Santa  Fe,  and  Great  Northern,  those 
being  main  competing  systems  ? 

Director  General  Hines.  I  think  if  this  plan  of  a  few  large  com- 
panies be  adopted  and  they  be  arranged  by  geographical  groups,  the 
result  would  be  that  the  competition  you  would  have  would  be  between 
the  few  large  companies.  For  example,  if  in  the  territory  north  of 
the  Ohio  and  Potomac  Rivers,  and  east  of  Chicago  and  the  Mississippi 
River,  you  had  two  big  companies,  one  with  the  New  York  Central  as 
its  fundamental  features,  and  the  other  with  the  Pennsylvania  and 
Baltimore  &  Ohio  as  its  fundamental  feature,  you  would  have  compe- 
tition between  those  two  groups:  but  the  roads  that  were  merged  with 
the  New  York  Central,  of  course,  would  not  compete  with  the  New 
York  Central,  and  the  roads  that  were  merged  with  the  Pennsylvania 
would  not  compete  with  the  Pennsylvania.  A  competition  would  be 
preserved,  but  it  would  not  be  a  competition  between  all  the  existing 
roads.  Now,  on  the  other  hand,  it  could  be  decided  that  the  few  large 
companies  should  not  be  arranged  territorially,  but  so  as  to  preserve  a 
greater  degree  of  competition;  but  I  think  such  an  arrangement 
would  lose  some  advantages  of  the  other  plan,  because  the  railroads 
would  not  be  as  compact  and  not  us  closely  in  touch  with  local  con- 
ditions. 

Senator  Kellogg.  In  order  to  carry  out  your  idea  of  leveling  the 
rates  and  the  incomes,  you  have  got  to  have  your  regional  corpora- 
tions cover  a  good  deal  of  territory,  have  you  not? 

Director  General  Hines.  That  is  undoubtedly  the  case.  If  you 
have  only  6  or  12  companies  in  the  entire  country,  naturally  they 
will  have  to  cover  more  territory  than  the  existing  companies  do. 
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Senator  Kellogg.  If  you  undertook  to  have  each  great  system  a 
separate  regional  corporation  to  a  greater  or  less  extent,  you  would 
still  be  where  you  are  now? 

Director  General  Hikes.  It  is  all  a  question  of  degree. 

Senator  Kellogg.  That  is  it. 

Director  General  Hikes.  You  would  have  a  few  companies  whose 
•capitalization  Avas  on  a  basis  approved  by  the  public  and  each  com- 
pany would  be  sufficiently  large  to  take  in  the  weak  and  the  strong 
and  give  a  general  average  upon  which  rates  could  be  based. 

Senator  Kellogg.  Now,  if  you  put  the  North  Pacific  country  into  a 
regional  corporation,  such  as  you  suggested  the  other  day,  practically 
all  of  the  country  north  of  the  Union  Pacific  Eailroad  would  be 
without  competition  except  the  remote  competition  of  the  Union  and 
South  Pacific  Cos.,  would  it  not? 

Director  General  Hines.  There  would  be  the  competition  between 
that  group  and  the  group  south  of  it. 

Senator  Kellogg.  That  would  be  rather  remote? 

Director  General  Hines.  I  would  not  say  it  would  be  remote.  On 
transcontinental  business  it  would  be  pronounced. 

Senator  Kellogg.  But  it  would  not  affect  the  great  district  between 
the  Mississippi  Eiver  and  the  coast?  The  interior  country  would  be 
practically  without  competition? 

Director  General  Hines.  I  do  not  believe  the  situation  would  be 
very  different  from  what  it  is  now.  To  some  extent  there  are  common 
points  in  that  territory  now  which  have  competition  between  these 
different  companies,  and  that  would  be  eliminated,  undoubtedly. 

Senator  Kellogg.  Of  course,  there  is  no  competition  in  rates,  Mr. 
Hines,  but  there  is  competition  between  the  main  railroad  systems, 
or  was  before  Government  operation,  in  service,  was  there  not? 

Director  General  Hikes.  Yes;  there  was  considerable  competition 
in  service. 

Senator  Kellogg.  Yes.  Now,  do  you  not  think  that  the  competi- 
tion in  service  between  the  lines  I  have  mentioned  has  been  one  of 
the  most  potent  factors  in  giving  the  country  good  transportation? 

Director  General  Hines.  Senator,  I  can  not  believe  that  is  true  to 
anything  like  the  extent  that  your  question  assumes.  The  competition 
in  service  is  a  factor  of  importance.  Now,  certain  standards  of  serv- 
ice have  been  established  by  the  striving  of  all  these  different  com- 
panies to  get  results.  It  must  be  remembered  that  if  we  have  these 
larger  corporations,  which  occur  to  me  as  having,  on  the  whole,  a 
^reat  many  more  advantages  than  disadvantages  after  all,  the  opera- 
tions within  those  big  corporations  will  have  to  be  by  separate  rail- 
roads, and  there  will  even  then  be  a  desire  on  the  part  of  the  sepa- 
rate operating  units  within  the  same  company  to  maintain  stand- 
ards of  service,  and  you  will  have  a  condition  where  the  competitive 
feature  will  still  continue  as  to  some  very  important  aspects  of  the 
service — say,  between  Chicago  and  the  Pacific  coast — and  in  that 
way  you  will  get  a  standard  of  service  that  is  competitive.  Now, 
when  that  standard  of  competitive  service  is  established  for  a  very 
important  part  of  the  traffic,  I  think  that  is  going  to  reflect  itself 
also  in  the  service  for  the  intermediate  traffic,  and  I  think  that  will 
be  especially  true  on  account  of  the  strong  public  representation  there 
will  be  in  the  management  of  the  property.     So  I  believe  that  a 
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great  deal,  or  practically  all,  of  the  real  benefit  that  has  come  out  of 
the  competition  which  has  developed  the  high  standards  of  service 
which  existed  in  this  country  would  continue  under  the  plan  I  have 
in  mind,  and  that  the  other  advantages  of  it  would  far  more  than 
offset  any  possible  loss  of  competition  in  service  as  to  some  parts  of 
the  traffic. 

Senator  Kellogg.  That  is  your  opinion ;  that  various  parts  of  the 
same  corporation  would  compete  with  each  other? 

Director  General  Hines.  I  think  there  would  be  rivalry  between 
the  different  units  of  the  operating  organization  in  the  same  company 
to  preserve  existing  standards,  and  also  that  the  public  participation 
in  the  management  would  enforce  the  maintenance  of  those  stand- 
ards as  to  the  rest  of  the  traffic. 

Senator  Kellogg.  Now,  if  you  have  regional  corporations  and 
provide  for  the  exchange  of  stocks,  would  you  not  be  obliged  to  have 
the  physical  railroad  valued  so  that  the  stock  apportioned  to  each 
regional  corporation  would  fairly  represent  the  value  of  the  road? 
Let  me  illustrate  by  an  example :  If  you  have  a  North  Pacific  regional 
system  reaching  from  St.  Paul  to  the  Pacific  Ocean,  taking  in  the 
Northern  Pacific,  Great  Northern,  the  Milwaukee,  and  the  Burling- 
ton Systems,  at  least  the  Milwaukee  and  the  Burlington  would  bo 
cut  in  two,  if  not  into  several  parts ;  in  fact,  they  would  probably  be 
in  several  regional  corporations.  How  would  you  tell  what  stock  to 
apportion  to  the  various  parts  without  a  physical  valuation? 

Director  General  Hines.  In  the  first  place,  Senator,  I  think  the 
whole  thing  would  have  to  be  worked  out  by  a  tribunal  appointed 
for  the  purpose,  and  I  would  not  advocate  now  any  particular  method 
of  working  that  out.  I  would  suggest,  though,  that  such  a  tribunal 
probably  would  find  that  the  expedient  way  to  evolve  this  system 
would  be  to  take  systems  practically  as  a  whole  and  put  them  into  a 
region,  even  though  it  involved  a  penetration  into  other  regions. 
After  it  was  done,  though,  it  is  perfectly  clear  that  there  would  need 
to  be  a  valuation  of  the  properties  to  serve  as  a  basis  for  this  reor- 
ganization. 

Senator  Kellogg.  You  could  not  put  systems  as  a  whole  into  one 
region.  Take  the  Burlington,  which  runs  clear  to  Texas  and  to 
St.  Paul,  and  to  Billings,  Mont.,  and  to  Colorado,  It  would  not  be 
feasible  to  put  that,  as  a  whole  system,  into  the  North  Pacific  Re- 
gional Corporation ;  and  the  same  is  true  of  the  Milwaukee. 

Director  General  Hines.  As  a  matter  of  fact,  that  part  of  the  Bur- 
lington System  that  goes  to  Texas  is  a  separable  system — the  Colo- 
rado Southern.  It  maintains  an  entirely  distinct  organization,  so 
there  would  be  no  serious  difficulty  in  segregating  that.  Further, 
under  existing  conditions  the  Burlington,  under  our  present  plan  of 
regions,  is  not  in  the  Northwestern  region ;  it  is  in  the  Central  Western 
region.  It  does  penetrate  into  this  northern  country  and  penetrates 
into  the  southern  country;  but  it  is  a  feasible  arrangement.  My 
idea  is  that  certainly  at  the  beginning  of  this  evolution  you  could 
not  compress  these  systems  into  absolute  geographical  limits,  as  it 
would  cause  more  complications  than  would  be  justified;  but  how- 
ever it  is  clone  I  think  your  proposition  is  still  true,  that  a  valuation 
would  be  needed. 

Senator  Kellogg.  Yes.  Now,  we  have  got  to  consider  these  prac- 
tical difficulties  when  we  come  to  legislate,  and  there  is  a  valuation  of 
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all  the  roads  of  the  United  States  which  has  been  going  on  now  for 
six  years,  and  which  nobody  estimates  will  close  for  several  years  to 
come,  the  difficulty  of  which  is  augmented  by  the  fact  that  you  have 
got  to  split  the  system  in  two  and  get  valuations  upon  parts  of  those 
systems,  and  apportion  the  stock  to  those  parts,  is  it  not  ? 

Director  General  Hines.  I  do  not  think  it  is  augmented  by  that,  be- 
cause I  do  not  think  that  is  going  to  be  necessary  to  any  appreciable 
extent  under  any  plan  that  a  tribunal  would  work  out.  Now,  as  to  the 
time  the  valuation  would  take,  I  do  not  believe  it  is  necessary  to  go 
into  the  matter  with  the  extraordinary  detail  that  has  been  adopted 
for  the  present  valuation.  I  think  a  valuation  could  be  much  more 
summary  than  that  and  still  accomplish  just  as  good  results.  I  think 
that  with  the  basis  already  created  by  the  work  of  the  Interstate  Com- 
merce Commission  in  valuation,  a  tribunal  could  be  established  which 
could  make  a  valuation  for  this  purpose  without  the  great  delay  which 
your  question  suggests. 

Senator  Kellogg.  If  the  stockholders  of  the  corporations  should  re- 
fuse to  exchange  their  stock  for  the  stock  of  the  regional  corporation, 
then  the  Government  would  have  to  condemn  the  roads,  would  it  not  ? 

Director  General  Hines.  Yes,  Of  course,  the  situation  would  be 
that  a  plan  of  exchange  would  be  offered,  just  as  is  the  case  whenever 
there  is  a  reorganization  of  a  railroad  company  under  private  aus- 
pices, and  a  large  part  of  the  stock  in  all  probability  would  make  the 
exchange,  because  I  anticipate  that  the  exchange  would  be  proposed 
on  terms  that  would  make  the  stockholders  feel  that  it  was  to  their 
interest  to  make  the  exchange.     Now,  some  of  the  stock  would  not 

Senator  Kellogg  (interposing).  Yes. 

Director  General  Hines  (continuing).  But  my  thought  is  that 
almost  without  exception  such  a  large  part  of  the  stock  would  come 
in  as  would  control  the  situation.  There  would  be  very  few  companies 
where  such  a  large  part  of  the  stock  would  stay  out  as  to  prevent  the 
reorganization  plan  succeeding,  and  in  those  cases  Avhere  the  bulk  of 
the  stock  did  refuse  to  come  in,  then  you  would  have  the  power  of 
condemnation  in  reserve  to  control  or  purchase  that  stock,  but  I 
anticipate  it  would  be  very  seldom  that  you  would  need  to  do  that. 

Senator  Kellogg.  Another  reason  why  there  would  have  to  be  a 
physical  valuation  of  all  the  railroads  is  the  disproportionate  issue  of 
stock  and  bonds  on  each  system,  is  it  not  ? 

Director  General  Hines.  Yes;  that  is  one  of  the  controlling  reasons 
why  I  think  some  such  plan  is  indispensable,  because  of  that  dispro- 
portion. 

Senator  Kellogg.  For  instance,  take  the  Bessemer  &  Lake  Erie 
Railroad,  which  operates  20.5  miles  of  road,  hn^  assets  substantiallv 
of  $45,000,000,  and  outstanding  stock  of  $500,000.  Of  course,  nothing 
but  a  valuation  of  that  property  would  settle  wh:it  amount  of  stock 
should  be  issued  to  it  in  the  regional  corporation  ? 

Director  General  Hines.  It  is  perfectly  clear  to  me  that  the  gen- 
eral plan  which  I  suggest  would  presuppose  a  vnluation :  and  one  of 
the  reasons  why  that  plan  appeals  to  me  so  strongly  is  that  I  think  it 
would  be  far  better  to  have  a  valuation  once  and  for  all  nnd  dispose 
of  this,  than  to  adopt  these  other  plans,  which  presuppose  a  continuing 
valuation  and  revaluation,  without  anybodv  ever  beinc:  certain  as  to 
what  the  next  conclusion  on  value  is  going  to  be.     1  think  it  would  be 
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vastly  in  the  interest  of  certainty  and  security  to  railroad  investment 
to  have  a  clear-cut  definite  valuation  once  for  all,  and  capitalization 
based  on  it,  instead  of  having  what  is  practically  an  eternal  discussion 
of  valuation  every  time  a  rate  is  fixed. 

Senator  Kellogg.  Then,  if  that  were  done,  practically,  in  order  to 
carry  out  that  valuation,  you  would  simply  have  to  have  the  Govern- 
ment buy  all  the  railroads  in  the  United  States  and  take  that  valua- 
tion and  issue  stock  in  regional  corporations  representing,  the  phys- 
ical value  of  the  properties  in  each  particular  corporation,  would 
you  not?  i 

Director  General  Hines.  I  do  not  believe  that  is  true.  I  think  ta 
a  very  large  extent  there  would  be  a  voluntary  exchange;  but  even 
if  that  were  true  it  would  be  vastly  better,  in  my  opinion,  than  hav- 
ing this  constant  turmoil  and  uncertainty,  always  going  back  to  a 
valuation  that  no  one  can  forecast  what  it  will  result  in. 

Senator  Kellogg.  •  But  there  could  not  be  a  voluntary  exchange 
with  varying  values  of  stock  or  varying  representation  of  stock? 

Director  General  Hines.  Yes;  any  tribunal  that  worked  this  out 
could  propose  a  basis  for  exchange,  just  as  any  reorganization  com- 
mittee now  does — a  basis  of  exchange  for  securities  of  different  sorts 
in  the  same  corporation;  and  these  voluntary  reorganizations  suc- 
ceed very  largely  in  getting  the  reorganization  carried  through  with- 
out any  power  of  compulsion  back  of  it  at  all ;  so  I  believe  this  would 
work  out  to  a  very  large  extent  without  resort  to  acquisition  by  the 
Government. 

Senator  Kellogg.  Would  you  permit  the  States,  through  their 
railway  commissions  or  the  legislatures  of  the  States,  to  fix  the 
rates  on  the  regional  railroads  in  intrastate  commerce? 

Director  General  Hikes.  I  think  the  extent  of  the  participation  of 
State  authority  in  the  regulation  would  be  a  matter  which  could  be 
decided  either  way  without  affecting  the  general  principle.  My 
thought  is  that  the  State  authorities  ought  to  be  availed  of  to  a  very 
large  extent  because  of  their  being  in  touch  with  the  local  situation; 
but  my  thought  also  is  that  the  Government  virtually  participating 
in  the  management  and  also  in  the  profits  of  the  regional  corpora- 
tion, the  last  word  in  determining  its  rates  ought  to  be  by  some  one 
tribunal;  that  there  ought  not  to  be  a  division  of  responsibility  as 
to  who  should  have  the  last  word,  with  one  tribunal  having  the  last 
word  as  to  one  set  of  its  rates  and  another  tribunal  having  the  last 
word  as  to  another  set  of  its  rates. 

Senator  Kellogg.  Then,  in  effect,  the  Federal  tribunal  would  in 
the  end  fix  all  the  rates? 

Director  General  Hines.  My  idea  is  that  that  would  be  the  better 
plan;  but  if  the  other  plan  were  adopted  the  system  would  still  be 
vastly  superior  to  any  other  system. 

Senator  Kellogg.  Now,  Mr.  Hines,  just  one  more  question  and  I 
will  be  through :  When  you  prepare  your  balance  sheet  for  the  year 
1918,  will  you  please  give  us  the  outstanding  contracts  for  equipment 
of  all  kinds  which  has  not  been  paid  for,  and  therefore  entered  your 
cash  account,  so  that  we  may  know  what  the  liabilities  of  the  Rail- 
road Administration  are,  as  well  as  the  present  status  of  the  roads? 
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Director  General  Hines.  Yes;  I  will  give  you  that  in  detail. 
Broadly,  we  owed  $286,000,000  on  January  1  on  equipment  that  had 
been  ordered  which  had  not  been  delivered. 

(Later  the  Director  General  furnished  such  a  statement,  which  is 
as  follows:) 


Schedule  3-A.- 


-Contractual    obligations   Dec.   31,    1918- 
standardized  locomotives. 


-Contracts    for   1,930 


Name  and  type. 

Num- 
ber. 

Price. 

-Amount. 

Total  cost. 

Less  payment 
on  account. 

Balance  due. 

American     Locomo- 

tive Co.: 

Light  Mikado 

25 

$57, 178. 25 

.?1, 429, 456. 25 

Light  switchers.. 

i:3() 

3(1, 02'1. 00 

4, 683,  770. 00 

Heavy  switchers . 

75 

43,966.00 

3,2:!7,450.00 

Light  Pacific 

10 

50,867.00 

508, 670. 00 

Light  Mikalo 

287 

53, 619. 00 

15,388,65.3.00 

Heavy  l^xci.  c 

10 

53, 924. 00 

539,  240.  00 

Light  mountain.. 

20 

56, 995. 00 

1,139,900.00 

Heavy  Mika  io... 

1.30 

.58,761.00 

7, 638,  939. 00 

Heavy  mountain. 

3 

61,  92'>.  00 

185,  787. 00 

I^ight  Santa  Fe... 

75 

62,277.00 

4, 670,  775. 00 

Heavy  Santa  Fe.. 

40 

67, 543. 00 

2, 701, 720. 00 

Light  Mallet 

1.5 

78,  339. 00 

1,175,085.00 

Heavy  Mallet 

5 

92, 195. 00 

460,975.00 

$43,820,  111.25 

$30, 488, 037. 22 

$13,332,374.03 

American     Locomo- 

tive Co.  (1919  con- 

tract): 

Light  Mikado 

150 

69,613.27 

9,091,990.50 

Heavv  Mika  io... 

50 

63, 686. 90 

3,184,:U5.00 

Lidit'SantaFe... 

20 

68,  918. 16 

1,378,363.20 

Heavy  Santa  Fe.. 

5 

73,  395. 81 

366, 979. 05 

Light"switchers. . 

50 

38,416.33 

1,920.816.50 

Heavy  switchers. 

150 

46, 199. 03 

6, 929,  S.54. 50 

Heavy  Mallet 

75 

98, 155.  60 

7,361,670.00 

30,234,018.  75 

30,234,018.75 

Baldwin  Locomotive 

-• 

Works: 

Light  switchers . . 

20 

.36,02f.00 

720  580.00 

Heavy  switchers. 

75 

43  966.00 

3,297,450.00 

- 

Light  Pacific 

33 

50, 807. 00 

1,078,611.00 

Light  Mikado 

183 

53, 619. 00 

9,812.277.00 

Heavy  Pacific 

10 

53,924.00 

539,240.00 

Lit'ht  mountain.. 

15 

56,995.00 

8.54,  <  25. 00 

Heavy  Mikado... 

87 

58,761.00 

5,112,207.00 

Heavy  mountain. 

2 

61, 929. 00 

123, 858. 00 

Light  Santa  Fe... 

75 

62, 277. 00 

4.670,775.00 

Heavy  Santa  Fe.. 

10 

67,5-13.00 

67.5,430.00 

Light  mallet 

15 

78, 339. 00 

1,17.5,085.00 

Heavv  mallet 

15 

92, 195. 00 

1,382,925.00 

Consolidations. .. 

30 

53,619.00 

1,608,570.00 

31,651,933.60 

8,  (WO,  000. 00 

22,6.51,933.00 

Lima       Locomotive 

Works: 

Light  Mikado 

60 

53, 619. 00 

3,217,140.00 

Do 

100 

60, 486. 00 

6,048,600.00 

9,265,740.00 

2, 112, 147. 16 

7  1.52  592.84 

Total 

2,055 

114,972,103.00 

40, 601, 184. 38 

74,370,918.62 

Less  units  completed 

and  delivered 

640 

33, 769, 997. 76 

3.3,769,997.76 

Balance      un- 

completed  

1,415 

81,202,105.24 

6,831,186.62 

74,370,918.62 
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Schedule  3-A. — Contractual  oblii/ations  Dec.  31.  1918,  etc. 
RECAPITULATION. 


-Continued. 


Num- 
ber. 


150 
50 

150 

150 
43 
25 

530 

150 
20 
35 

217 
50 
5 

150 

20 

50 

5 

100 
30 
20 
75 
30 

2,a55 


Light  switchers... 
do 

Heavy  switchers.. 
d6 

Light  Pacific 

Light  Mikado 

do 

do 

Heavy  Pacific 

Lightmountain.. 

Heavy  Mikado... 
do 

Heavy  mountain . 

Light  Santa  Fe. . . 
do 

Heavy  Santa  Fe. . 
do 

Light  Mikado 

Light  mallet 

Heavy  mallet 

do 

Consolidation 


Type. 


Price. 


$36, 
38, 
43, 
46, 
50, 
57, 
53, 
60, 
53, 
56, 
56, 
63, 
61, 
62, 
68, 
67, 
73, 
60, 
78, 
92, 
9S, 
53, 


029.00 
416. 33 
966. 00 
199. 03 
867.00 
178. 25 
619.00 
613. 27 
924.00 
995. 00 
761.00 
6S6. 90 
929.00 
277.00 
918.  16 
543.00 
395. 81 
486. 00 
339. 00 
195. 00 
155. 60 
619. 00 


Amount. 


S5, 404, 
1,920, 
6, 594, 
6, 929, 
2, 187, 
1,429, 

28,418, 
9,091, 
1,078, 
1,994, 

12,751, 
3,184, 
309, 
9,341, 
1,378, 
3, 377, 
366, 
6,048, 
2, 350, 
1,843, 
7,361, 
1, 60S, 


350.00 
816. 50 
900.00 
854. 50 
281.00 
456. 25 
070.00 
990. 50 
480.00 
825.  OO 
137.00 
345.00 
645.00 
550.00 
363.20 
150.00 
979. 05 
600.00 
170.00 
900.00 
670.00 
570.00 


114,972,103.00 


Schedule  3-B. — Contractual  obligations,  Dec.  31,  1918. 


Name. 


Num- 
ber. 


Type. 


Price.      Amount. 


Total  cost. 


Less  pay- 
ment oh 
account. 


Balance  due. 


American      Car 
Foundry  Co. .. 

Do 

Do 

Do 


9,000   S.  S.  box 
11,000   D.  S.  box 

5,000  C.  G 

6,000i  Hopner.. 


The  Bettendorf  Co...  3,000   S.  S.  box. 

Cambria  Steel  Co 3,000   Hopper. 

Haskell  &  Barker !  6, 000   S.  S.  box 

Do 2,000,  C.  G.   .. 


Keith  Car  &  Manu- 
facturing Co 

Lacoria  Car  Woiks... 

Lenoir  Car  Works 

Liberty  Car  &  Equip- 
ment Co 

Magor  Car  Corpora- 
tion   

Mount  Vernon  Manu- 
facturing Co. 

Pacific  Car  <t  Foundry 
Co. 

Pressed  Steel  Car  Co. . 

Do 

Do 


1,.500  D.  S.  box, 
1,000  D.  S.  box, 
2,000,  D.  S.  box, 

l,OOo'  D.S.  box. 


Pullman  Co. 
Do 


Ralston  Car  Co 

St.  Louis  Car  Co 

Standard  Steel  Car  Co. 

Do 

Do 

Do 


McGuire  -  Cumraings 
Manufacturing  Co. 


Total 

Less  equipment  com- 
plete and  delivered. ' 


Balance  uncom- 
pleted 


1,000 
4,000 

2,000 

6,500 
5,000 
2,500 

6,000 
2,000 

4,000 
1,000 
2,000 
5,000 
5,500 
2,500 

500 


100,000 
9,524 


C.  G 

D.S.  box 


D.S.  box. 


C.G 

Hopper. 
70-ton... 


S.  S.  box  . 
Hopper. . 

Hopper. . 
S.  S.  box  . 
D.S.  box. 
Hopper. . 

C.G 

70-ton 

D.S.  box. 


$3, 0.50. 0o!S27, 450, 450 
2,918.881  32,107,680 
2.697.20i  13,486,000 
2,816.67    16,900,020 


3, 0.50. 05 
2,816.67 
3, 050. 05 
2, 697. 20 


2,918.88 
2,918.88 
2,918.    ' 

2,918.88 

2,697.20 
2,918.88 

2,918.88 


2,697. 
2, 816. 
3, 173. 

3,050. 
2, 810. 

2, 816. 
3, 050. 
2,918. 
2,816. 
2,697. 
3, 173. 


2,918.88 


IS  300,300 
5,394,400 


$89, 944, 150. 00  *26, 069, 876. 83 
9,1.50,150.00!  1.622,220.42 
8,450,010.001        285,634.68 


17,531,800 
14,083,350 
7,934,725 


18,300,300 
5,633,340 


5,837,760 
14,083,350 
14,834,600 

7,934,725 


23,694,700.00 

4,378.320.00 
2,918,880.00 
5,837,760.00 

2,918,880.00 

2, 697, 200. 00 
11,675,320.00 

5,837,760.00 


39,549,875.00 


23,933,640.00 
11,206,680.00 
3,050,050.00 


42,690,435.00 
1, 459, 440. 00 


6,848,149.38 

1,022,653.46 

S.53,  .522. 96 

1,303.771.81 

447,763.72 

587,681.-53 
1,172,390.20 

1,217,693.32 


13,  .540, 747.  f 


5, 539, 212. 94 

3,847,869.47 

93, 744.  21 


12, 277, 168.  8.- 
450,399.9! 


$63,874,273.17 
7, 527, 929. 58 
8,164,375.32 


16, 846, 550. 62 

3, 355, 666. 54 
2, 083, 357. 04 
4,533,988.19 

2,471,116.28 

2,109,518.47 
10, 503, 123. 80 

4,620,066.68 


5,009,127.14 


18,394,427.08 
7,418,810.53 
2,956,305.79> 


30,413,266.15 
1,003,040.01 


289, 453, 450. 00    77, 186, 507.  K  212, 266, 942. 37 
26, 736, 45L  55    20, 736, 451. 5." 


262,716,998.451  50,450,056.08 


212,266,942.37 


>  See  Schedule  3-C. 
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Schedule  3-B. — Contractual  obligations,  Dec.  31,  1918 — Continued. 

RECAPITULATION. 


Num- 
ber. 

Type. 

Price. 

Amount. 

20,000 

C.  G 

$2,697.20 
2,916.67 
2,918.88 
3,050.05 
3, 173. 89 

$53,944,000.00 
70,416,750.00 
72,972,000.00 
76,251,250.00 

25,000 
25,000 

Hopper 

D.  S.  box 

25, 000 

S  S  box 

5,000 

70-ton 

15,869,450.00 

100,000 

289,453,450.00 

Balance  due  on  locomotives,  as  per  Schedule  3-A $74,370, 918. 62 

Balance  due  on  cars,  as  per  Schedule  3-B 212, 266, 942. 37 

Total 286, 637, 860. 99 

Senator  Kellogg.  Yes;  and,  on  account  of  the  scarcity  of  labor, 
has  there  been  much  deferred  maintenance  during  the  past  year? 

Director  General  Hines.  With  respect  to  way  and  structures  our 
maintenance  is  not  quite  up  to  our  contract  obligation.  We  have  not 
yet  even  made  a  complete  adjustment  between  the  prices  and  wages 
during  the  test  period,  and  the  prices  and  wages  during  the  calendar 
year  1918,  to  see  just  how^  much  readjustment  there  must  be;  but 
broadly  speaking  the  best  impression  I  can  get  at  this  time  is  that 
the  maintenance  during  1918  was  not  quite  up  to  our  contract  un- 
dertaking ;  and  that  was  due  largely  to  the  absence  of  labor  and  ma- 
terials. 

Now,  then,  as  to  equipment,  the  present  indications  are  that  our 
maintenance  is  ahead  of  our  contract  obligations  for  1918. 

Senator  Kellogg.  Yes.  I  was  speaking  more  particularly  about 
maintenance  of  way. 

Director  General  Hines.  Yes. 

Senator  Kellogg.  But  I  would  be  glad  to  have  your  estimate  as  to 
both. 

Director  General  Hines.  Yes. 

Senator  Kellogg.  I  suppose  that  during  most  of  the  year  It  was 
very  difficult  to  get  labor  to  keep  up  this  maintenance,  was  it  not? 

Director  General  Hines.  There  was  a  considerable  shortage  of 
labor  and  a  shortage  of  material;  but  our  present  estimate  does  not 
show  a  very  considerable  shortage  in  the  aggregate. 

Senator  Kellogg.  Well,  give  us  an  estimate  of  the  amount  of  de- 
ferred maintenance  when  you  make  this  statement. 

Director  General  Hines.  That  matter  involves  a  very  difficult 
study  of  prices  and  wages  during  the  test  period,  and  a  comparison 
of  them  Avith  1918.  We  have  been  on  that  for  some  time.  I  am  not 
sure  whether  it  is  near  enough  to  a  conclusion  for  me  to  be  able  to 
give  you  that  in  the  next  few  days  in  any  accurate  way. 

Senator  Kellogg.  You  can  give  it  to  us  before  we  close  the  hear- 
ings? 

Director  General  Hines.  I  will  give  it  to  you  as  soon  as  it  is  avail- 
able; I  will  send  it  to  the  coiiiinittee. 

Senator  Kellogg.  That  is  all  I  wish  to  ask.  I  am  much  obliged 
to  you. 

Senator  Cummins.  Mr.  Hines,  in  order  to  avoid  any  misunder- 
standing, 1  may  say  that  the  questions  I  will  ask  you  will  be  asked 
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from  the  standpoint  of  one  who  believes  or  is  strongly  inclined  to 
believe  that  the  railroads  ought  not  to  be  returned  to  their  owners 
for  operation  until  Congi-ess  has  established  a  permanent  policy 
defining  the  relation  of  the  Government  to  these  properties,  or  until 
it  has  had  a  fair  opportunity  to  establish  a  permanent  policy.  With 
that  in  mind  I  want  to  develop,  if  I  can,  the  principles  or  fundamen- 
tals of  the  plan  for  permanent  adjustment  that  you  have  suggested. 
It  is  so  strikingly  similar  to  a  plan  that  has  been  attributed  to  me 
that  I  feel  very  great  interest  in  it,  naturally. 

As  I  understand  you  you  believe  that  with  the  present  condition 
or  situation  of  the  various  railroads  of  this  country,  there  can  be 
no  fair  level  of  competitive  rates  established? 

Director  General  Hines.  My  judgment  is  that  there  can  be  no 
level  of  rates  established  which  will  reasonably  settle  the  question 
as  far  as  the  public  is  concerned  on  the  one  hand  and  will  give  a 
reasonable  credit  to  the  railroads  on  the  other. 

Senator  Cummins.  Yes. 

Director  General  Hines.  Because  there  are  so  many  elements  of 
misunderstanding  and  unrest  that  are  stimulated  by  the  divergencies 
that  the  present  system  involves. 

Senator  Cummins.  You  mean,  I  take  it,  that  the  earning  power  of 
the  different  railroads  under  present  conditions  is  so  widely  different 
that  rates  which  are  remunerative  for  one  class  and  will  give  that 
class  credit  are  not  remunerative  for  another  class,  and  will  not  give 
that  class  credit  necessary  to  enable  it  to  maintain  itself  and  render 
the  service  which  the  public  requires? 

Director  General  Hines.  That  is  one  of  the  principal  reasons  why 
I  feel  the  old  system  will  not  succeed. 

Senator  Cummins.  You  are  also  of  the  opinion  that  voluntary 
pooling  or  division  of  earnings,  or  voluntary  diversion  of  traffic,  will 
not  and  can  not  remedy  that  situation? 

Director  General  Hines.  Yes;  that  is  my  opinion. 

Senator  Cu3imins.  Now,  that  leaves  us  just  one  other  thing  to  do, 
assuming  that  the  premises  are  well  founded,  which  is  in  a  com- 
pulsory way  to  divide  or  to  regroup  the  railroad  systems  of  the 
United  States;  that  is  evident,  is  it  not? 

Director  General  Hines.  It  seems  to  me  that  is  where  we  get  unless 
you  go  to  outright  Government  ownership. 

Senator  Cummins.  And  your  principle  in  regrouping  these  rail- 
roads is  to  create  a  system  under  which  they  can,  in  view  of  the  con- 
ditions which  surround  them,  do  business  upon  about  even  terms  with 
each  other ;  that  is  to  say,  can.  under  a  given  scale  of  rates,  do  busi- 
ness upon  somewhat  even  terms? 

Director  General  Hines.  I  would  not  go  so  far  as  to  say  that  every 
group  that  might  be  formed  could  on  exactly  the  same  level  of  rates 
do  business  on  the  same  terms  as  a  group  somewhere  else  in  the 
country. 

Senator  Cummins.  Oh,  no. 

Director  General  Hines.  But  my  thought  is  that  as  between  all 
the  railroads  in  a  given  group  you  will  get  the  prosperous  and  the 
unprosperous'  so  combined  that  that  group  as  a  whole  can  do  business 
on  one  level  of  rates  which  will  give  a  good  public  service  on  all  the 
roads  in  that  group  and  give  enough  credit  to  raise  the  money 
needed  for  improvements  and  extensions. 
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Senator  Cummins.  I  think  you  will  possibly  be  willing  to  go  a 
little  further  than  that,  so  that  comparing  one  with  another,  upon 
the  rates — so  far  as  they  are  competitive,  and  they  nearly  all  are — 
one  system  can  earn  a  revenue  in  competition  with  the  other  that 
will  be  sufficient  to  maintain  itself,  to  establish  its  credit,  and  to  en- 
able it  to  render  the  service  which  the  public  requires? 

Director  General  Hines.  I  am  not  quite  certain  that  I  get  the  pre- 
cise point  you  have  in  mind,  but  if  I  clo  I  am  in  agreement  with  you. 
For  example — and  I  use  this  purely  to  illustrate  the  idea  and  not 
to  say  that  I  think  it  is  the  plan  that  should  necessarily  be  adopted — 
if  the  general  proposition  suggested  by  me  should  be  followed  out — 
taking  the  northwestern  group  and  the  central  western  group,  each 
would  have  in  it  the  prosperous  and  the  unprosperous  roads,  and  I 
think  each  would,  thereby,  present  a  general  average  so  that  both 
groups  could  prosper  on  the  same  general  level  of  rates;  but  it  might 
follow  that  that  same  general  level  of  rates  would  not  be  the  same 
level  that  would  produce  corresponding  results  in  the  Southeast,  those 
groups  being  so  far  separated  that  there  might  be  conditions  that 
would  necessitate  a  different  level  of  rates ;  but  I  think  this  averaging 
process  would  go  far  toward  unifying  rates  throughout  the  country. 

Senator  Cummins.  I  have  not  in  mind,  of  course,  exactly  similar 
rates,  but  I  have  in  mind  the  outcome  of  the  business  transacted; 
that  by  combining  or  merging  or  consolidating  the  weak  line  with 
the  strong  line,  we  will  have  a  situation  in  Avhich  each  of  the  systems 
into  which  these  roads  may  be  grouped  will  be  able,  upon  reasonable 
rates,  to  maintain  itself. 

Director  General  Hikes.  I  fully  agree  with  that — that  the  ultimate 
net  results  will  be  substantially  similar  in  these  various  groups. 

Senator  Cummings.  Yes.  Now,  without  asking  you  to  confirm  this 
statement,  I  say  that  the  railroads  of  the  country,  prior  to  Govern- 
ment control,  which  move  70  per  cent  of  the  traffic,  have  had  rates 
which  enabled  them  to  sustain  themselves,  and  that  our  real  diffi- 
culty is  to  give  the  roads  which  move  30  per  cent  of  the  traffic  an 
opportunity  to  live.  I  do  not  ask  you  to  assent  to  my  division  of 
these  roads,  but  somewhere  along  in  that  proportion.  I  have  stated 
the  truth,  have  I  not  ? 

Director  General  Hines.  I  have  not  checked  up  those  percentages,^ 
but,  broadly  speaking,  I  think  that  is  a  correct  statement.  I  would 
like  to  add  to  that,  Senator,  this  idea  which,  in  my  mind,  is  a  very 
controlling  one,  that  the  large  group  of  roads  which  has  been  able 
to  get  along  on  the  rates  which  have  been  charged  has  needed  a 
higher  level  of  rates  because  of  the  uncertainties  of  the  past,  and 
that  if  the  Government  would  face  boldly  the  proposition  that  it  is 
not  only  going  to  proceed  on  the  theory  that  there  shall  be  a  fair 
return,  but,  further  than  that,  is  going  to  establish  machinery  which 
will  give  definitely  a  fair  return,  the  people  would  save  a  great  deal 
of  money,  because  a  considerably  smaller  return  would  be  needed — 
considerably  smaller  earnings  would  be  needed. 

Senator  Cumiviins.  Precisely.  The  people  of  the  country,  instead 
of  paying  rates  high  enough  to  enable  the  30  per  cent  of  the  traffic 
to  live  and  giving  the  roads  which  move  70  per  cent  of  the  traffic  un- 
reasonably high  rates,  would  be  able  to  secure  the  advantage  of  an 
increase  in  rates  sufficient  only  to  take  care  of  the  30  per  cent  of  the 
traffic;  that  is  the  idea,  is  it  not? 
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Director  General  Hikes.  That  is  one  of  the  ideas.  Now,  I  think  I 
can  ilhistrate  the  other  idea,  that  I  do  not  think  your  question  fully 
covers,  to  my  mind,  which  is  this :  Take  any  one  of  the  big  transcon- 
tinental lines  which,  by  reason  of  its  long-haul  traffic  and  large  vol- 
ume of  traffic,  has  a  relatively  satisfactory  result.  Now,  entirely 
apart  from  those  rates  being  high  enough  to  sustain  the  weak  lines — 
and,  as  a  matter  of  fact,  they  did  not  do  it,  and  the  weak  lines  were 
not  adequately  sustained — but  entirely  apart  from  that,  my  proposi- 
tion is  that  under  a  guaranty  that  really  works,  under  a  fair  return 
that  is  really  assured,  those  big  lines  would  have  just  as  good  credit 
wdth  much  less  earnings  than  they  have  had  in  the  past,  because  these 
earnings  in  the  past  have  been  subject  to  these  uncertainties  as  to 
Avhether  the  machinery  which  was  not  adequate  would  continue  to 
Avork  out  a  fair  return.  And  leaving  the  weak  lines  entirely  out  of 
the  question,  my  thought  is  that  the  people  could  save  a  great  deal 
of  money  by  adding  a  guaranty  that  w^ould  work  instead  of  one  that 
does  not  work. 

Senator  Cummins.  That  is  precisely  my  idea.  At  least,  I  had  that 
in  mind,  although  I  am  coming  presently  to  the  question  of  guar- 
anty. But  if  we  are  going  to  have  a  system  of  railroads  that  will 
furnish  adequate  transportation  for  the  people  at  reasonable  rates, 
a  regrouping  is  absolutely  necessary,  is  it  not  ? 

Director  General  Hikes.  That  is  my  judgment. 

Senator  Cummiks.  The  question  of  how  they  are  to  be  or  should 
be  regrouped  is  a  matter  of  detail  rather  than  a  matter  of  principle, 
is  it  not  ? 

Director  General  Hikes.  That  is  my  judgment. 

Senator  Cummiks.  To  be  worked  out  by  an  expert  tribunal? 

Director  General  Hikes.  Yes. 

Senator  Cummiks.  That  is  not  a  legislative  subject;  in  other  words, 
Congress  can  not  deal  with  a  subject  of  that  kind;  it  must  commit 
the  regrouping  to  some  governmental  body  for  execution;  that  is 
clear,  is  it  not? 

Director  General  Hikes.  It  is  clear  to  me  that  that  is  the  only 
really  practical  w-ay  to  get  at  it. 

Senator  Cummiks.  Yes.  Now,  the  problem  which  has  been  sug- 
gested with  regard  to  the  disparity  between  the  earning  povvers  of 
these  various  roads  is  a  problem  that  under  the  system  we  have  here- 
tofore had  is  insoluble;  there  is  no  way  of  solving  that  problem, 
unless  there  be  a  radical  reconstruction  of  the  properties,  is  there? 

Director  General  Hikes.  I  have  been  driven  to  that  conclusion, 
after  looking  at  the  other  side  of  it  a  long  time.  I  can  not  see  any 
escape  from  it,  Senator. 

Senator  Cummiks.  I  call  that  "  principle  No.  1 "  in  any  plan,  I 
care  not  what  plan  may  be  adopted. 

I  come  now  to  another:  You  must  have  observed  that  in  all  the 
plans  that  have  been  put  before  the  committee  there  is  an  element 
of  guaranty;  there  is  an  attempt  on  the  part  of  those  who  propose 
the  plans  to  draw  the  Government  into  some  kind  of  guaranty  with 
regard  to  the  effect  of  rates  which  are  to  be  put  in  force ;  that  is  true, 
is  it  not? 

Director  General  Hikes.  As  I  understand  it,  all  those  plans  assume 
a  general  attempt  to  express  the  idea  that  it  is  the  province  of  the 
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Government  to  see  that  rates  are  sufficiently  high  to  produce  a  fair 
return  on  the  property,  and  it  seems  to  me  that  amounts  to  a  guar- 
anty in  practice. 

Senator  Cummins.  Yes.  Instead  of  leaving  the  subject  as  it  has 
been  heretofore  for  the  administration  of  the  Interstate  Commerce 
Commission,  and  the  application  of  the  general  rule  of  law  that 
rates  must  be  adequate  to  produce  certain  results,  all  these  plans  sug- 
gest that  there  be  a  statement  in  the  law  that  they  shall  be  sufficient 
to  produce  these  results.  Now,  that  is  in  every  substantial  respect  a 
guaranty.  Now,  you  propose,  as  I  understand  it,  or  your  plan  sug- 
gests that  instead  of  that  uncertain,  indirect  guaranty,  the  Govern- 
ment shall  agree  that  in  each  of  these  systems  the  aggregate  of  the 
rates  or  the  aggregate  revenue  shall  be  sufficient  to  pay  a  certain  re- 
turn upon  the  capital  invested  in  the  business  ? 

Director  General  Hines.  Yes;  my  thought  is  that  the  guart^nty 
should  be  made  definite  and  explicit. 

Senator  Cummins.  And  you  believe,  of  course,  that  if  the  guar- 
anty is  made  definite  and  certain  and  becomes,  in  that  waj' ,  a  Govern- 
ment obligation,  that  the  people  of  the  country  should  have  the  bene- 
fit of  the  low  rate  of  return  which  a  Government  obligation  ought  to 
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Director  General  Hines.  I  think  that  is  fundamental.  That  is  one 
of  my  fundamentals. 

Senator  Cummins.  Yes.  In  other  words,  that  if  the  Government 
undertakes  that  the  capital  invested  in  these  railways  shall  have  a 
certain  return,  the  high  rate  of  return  which  is  very  proper  in  an 
uncertain  or  speculative  venture,  shall  give  way  to  the  low  rate  of 
return  which  atteixls  a  Government  promise? 

Director  General  Hines.  Yes;  that  is  my  judgment. 

Senator  Cu^imins.  Now,  that  is  the  second  principle  in  the  plan 
that  you  have  suggested,  as  I  understand  it.  Third,  in  order  that  the 
people  may  have  adequate  transportation  at  the  lowest  cost,  it  is  nec- 
essary that  the  properties  must  be  efficiently  and  economically  man- 
aged and  operated,  and  it  is  your  opinion,  as  I  gather  it,  that  private 
operation  will  more  surely  render  the  service  that  is  required  at  the 
lowest  cost? 

Director  General  Hines.  Yes ;  that  is  my  judgment,  if  you  can  give 
an  incentive  to  the  private  operator  to  do  that,  as  you  would  if  you 
gave  him  a  moderate  participation  in  any  excess  profits  over  the 
guaranty. 

Senator  Cummins.  Yes.  That,  however,  is  again  a  matter  of 
detail,  because  it  is  simply  a  question  of  good  judgment  as  to  what 
additional  incentive  is  required  in  order  to  secure  the  highest 
efficiency. 

Director  General  Hines.  The  proportion  is  a  matter  of  detail.  I 
think  giving  an  incentive  of  that  sort  is  a  matter  of  principle. 

Senator  Cummins.  Yes ;  the  proportion  is  a  matter  of  detail.  Now, 
there  are  the  three  principles  which,  as  I  understand  it,  you  have 
announced  in  your  plan? 

Director  General  Hines.  There  is  another  principle.  Senator,  to 
which  I  attach  great  practical  importance,  and  that  is  that  after 
many  years  of  contact  with  these  subjects  I  have  found  that  any  sat- 
isfactory solution,  even  under  the  old  system,  so  far  as  there  could  be 
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one,  was  always  hampered  by  a  persistent  and  widespread  suspicion 
as  to  the  reasonableness  of  the  capitalization  of  these  companies; 
and  therefore,  I  think,  in  order  to  get  any  plan  definitely  successful 
we  must  get  a  basis  of  capitalization  which  has  public  approval. 
That  may  be  a  detail  and  may  work  in  with  the  others,  but  I  attach 
great  importance  to  it  as  a  practical  matter. 

Senator  Cummins.  I  have  regarded  that  as  an  incidental  in  the 
regrouping  of  the  railroads. 

Director  General  Hines.  That  is  probably  true. 

Senator  Cummins.  Because  that  regrouping  necessarily  involves 
either  an  agreement  between  the  Government  and  the  owners  as  to 
the  value  of  the  several  properties  or  some  sort  of  proceeding  that 
will  determine  the  value. 

Director  General  Hixes.  Yes. 

Senator  Cummins.  Now,  Senator  Kellogg  has  suggested  in  his 
inquiries  some  of  the  difficulties  that  would  attend  this  regrouping 
or  reorganization  of  the  railroads,  and  I  do  not  want  to  minimize 
them,  because  I  know  they  are  many  and  formidable,  but  those  are 
difficulties  that  would  be  dealt  with  not  by  the  Congress  but  by  the 
tribunals,  if  more  than  one,  that  would  be  created  for  the  purpose  of 
carrying  the  will  of  Congress  into  effect.    That  is  true,  is  it  not? 

Director  General  Hines.  Yes;  that  is  true. 

Senator  Cummins.  Unquestionably  it  would  require  very  consider- 
able time  to  bring  about  the  change  about  which  we  have  been  talk- 
ing, but  I  can  not  see  why  the  legislative  part  of  the  problem  should 
not  be  solved  with  reasonable  expedition.  Suppose  we  were  agreed 
upon  the  general  plan  that  has  been  suggested  here;  w^hat  is  there 
to  hinder  the  execution  of  that  plan,  so  far  as  Congress  is  concerned, 
within  a  very  few  months.' 

Director  General  Hines.  I  think  that  is  true,  Senator.  I  think  the 
trouble  is  with  the  supposition  that  Congress  is  now  agreed  on  that 
plan. 

Senator  Cummins.  Well,  I  do  not  say  that  Congress  is  agreed  upon 
the  plan,  but  if  it  does  not  agree  upon  that  plan,  what  is  there  to 
hinder  it  agreeing  upon  some  other  plan,  because  every  plan  that  is 
at  all  corrective  in  its  character  would  have  to  be  carried  out  in  the 
main  by  the  administrative  or  executive  tribunals  which  are  created 
for  the  purpose.  Now,  why  is  it  that  you  think  Congress  can  not 
come  to  a  conclusion  within  a  short  while  with  respect  to  the  plan 
that  it  desires  to  adopt? 

Director  General  Hines.  Senator,  as  I  stated  a  day  or  two  ago,  I 
feel  a  good  deal  of  embarrassment,  as  I  am  a  tyro  in  legislative 
m.atters,  in  expressing  an  opinion  on  that;  but  I  can  not  avoid  the 
conviction  that  the  changes  which  seem  to  me  proper,  and  which  in 
principle  you  seem  to  agree  with,  are  so  fundamental  and  are  so 
foreign  to  the  present  thinking  of  the  public  on  the  subject,  that  it  is 
going  to  take  more  than  a  few  months  to  develop  the  situation  to  a 
point  where  Congress  w^ould  agree  to  it;  and  also  because  nothing 
short  of  that  is  going  to  meet  the  situation,  it  seems  to  me  the  more 
it  is  gone  into  the  more  it  will  be  deferred  until  it  is  faced  and 
accepted,  and  that  is  my  fear  that  it  can  not  be  done  in  a  few  months. 

Senator  Cummins.  Mr.  Hines,  this  is  not  a  new  subject.  People 
have  been  thinking  about  it,  discussing  it,  considering,  it  for  years, 
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and  every  phase  of  it  is  fairly  well  known  to  the  thinking  people  of 
the  country.  Now,  I  am  not  at  all  sure  that  the  plan  which  I  would 
advocate  would  receive  the  approval  of  Congress,  but  I  am  utterly 
unable  to  see  any  reason  that  stands  in  the  way  of  Congress  coming 
to  some  conclusion  about  it,  having  full  information  with  regard  to 
every  phase  of  the  problem.  It  may  make  a  mistake,  but  I  am  not 
convinced  that  your  view  that  we  can  not  do  this  thing,  or  do  some- 
thing which  will  represent  the  real  will  of  Congress,  in  a  short  while, 
is  correct. 

Director  General  Hines.  Senator,  I  have  this  additional  thought : 
It  may  sound  highly  speculative,  but  I  can  not  get  away  from  it 
that  it  is  an  important  factor.  It  is  perfectly  clear,  I  think,  to  all  of 
us  that  there  is  a  tremendous  reaction  from  the  restrictions  which 
were  imposed  during  the  war,  and  because  the  Railroad  Administra- 
tion comes  so  close  to  the  people  in  their  everyday  life,  that  reaction 
probably  manifests  itself  more  with  respect  to  the  Railroad  Admin- 
istration than  any  other  instrumentality.  Now,  I  think  for  the  time 
being  a  very  important  effect  of  that  reaction  is  that  there  is  a  tem- 
porary disposition  to  want  to  go  clear  back  to  all  the  old  corporate 
managements,  so  as  to  get  just  as  far  away  as  j)ossible  from  Federal 
control  of  the  railroads,  and  I  think  that  is  going  to  be  an  obstacle, 
diminishing  in  its  force,  but  a  very  real  obstacle  to  a  settlement  along 
the  lines  that  I  am  thinking  of,  in  the  next  few  months. 

Senator  Cummins.  I  think  you  underrate  the  intelligence  of  the 
people  of  the  country  and  their  capacity  to  understand  the  difficulties 
under  which  the  Railroad  Administration  in  the  last  year  has  been 
laboring.  If  you  will  examine  any  man,  with  regard  to  the  subject, 
you  will  find  that  9  out  of  10  who  are  opposed  to  what  is  known  as 
Government  ownership  are  not  opposed  to  a  guaranteed  return,  and 
that  is  substantially  Government  ownership.  They  are  opposed  to 
Government  operation,  direct  Government  operation,  and  there  must 
be  a  distinction  made,  and  a  very  clear  one,  between  the  manner  in 
which  the  capital  is  owned  and  the  return  upon  that  capital  and  the 
real  or  fancied  defects  or  difficulties  in  direct  Government  operation. 
I  quite  agree  with  you  that  the  people  of  this  country  at  this  mo- 
ment— and  I  think  this  is  probably  true  at  everj^  other  moment — do 
rot  approve  direct  Government  operation;  but  your  plan  or  the  plan 
that  you  have  suggested  here  is  not  Government  operation  and  has 
none  of  the  incidents  of  Government  operation,  I  think,  therefore, 
that  you  are  mistaken  with  regard  to  piiblic  opinion. 

Director  General  Hines.  Senator,  I  hope  I  do  not  underrate  the 
popular  intelligence ;  I  am  banking  very  largely  on  the  popular  in- 
telligence, but  I  do  feel  there  is  a  state  of  reaction  right  now  that  is 
going  to  take  a  little  time  to  draw  the  distinctions.  I  think  that  a 
short  cut  is  generally  taken  in  reasoning;  and  here  is  a  proposition 
that  Federal  control  under  war  conditions  produced  a  great  many 
inconveniences  and  involved  heavy  costs;  and  I  fear  that  a  large 
part  of  the  public  might  be  inclined  to  reason  in  this  way,  "  We  had 
better  go  back  to  the  old  150  private  managements,"  and  that,  there- 
fore, this  intermediate  step  or  intermediate  method  of  private  opera- 
tion does  not  arrest  attention  at  the  moment,  whereas  I  think  it  will 
a  little  later.  I  may  be  wrong  about  that ;  but  I  hope,  in  any  event, 
I  am  not  underrating  the  popular  intelligence  when  I  say  that  it  is 
my  belief  that  such  a  short-cut  method  of  reasoning  usually  obtains. 
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Senator  Pomerene.  Senator  Cunnnins,  will  you  let  me  ask  Mr. 
Hines  just  one  question  there? 

Senator  Cummins.  Yes. 

Senator  Pomerene.  You  seem  to  concede,  then,  that  rightly  or 
wrongly  the  public  is  against  any  considerable  extension  of  time 
for  Government  control  ? 

Director  General  Hines.  My  thought  on  that  is,  Senator,  that  un- 
doubtedly at  present  the  public  does  not  like  the  Government  control. 

Senator  Pomerene.  Yes. 

Director  General  Hines.  And,  therefore,  I  do  not  think  it  ought  to 
be  continued  for  two  years  unless  it  can  be  continued  sufficiently 
longer  to  accomplish  a  useful  legislative  purpose. 

Senator  Pomerene.  Is  not  this  state  of  the  public  mind  in  large 
part  due  to  the  fact  that  they  were  quite  willing  to  make  any  sur- 
render and  any  sacrifice  that  was  necessary  for  the  prosecution  of 
the  war,  but  that  in  view  of  the  further  fact  that  the  armistice  has 
been  signed  and  that  everybody  believes  and  hopes  that  we  are  going 
to  soon  have  complete  peace  throughout  the  world,  they  prefer  to 
have  normal  conditions  resumed? 

Director  General  Hines.  I  am  very  anxious  to  get  normal  condi- 
tions resumed  before  the  end  of  the  21  months,  because  I  think 
that  because  of  the  way  the  whole  thing  fits  together,  Federal  con- 
trol of  the  railroads  during  the  latter  part  of  the  21  months  will  be 
excessively  difficult  and  will  result  in  a  very  unsatisfactory  public 
service,  unless  there  can  be  an  extension  which  will  separate  the  ad- 
verse factors ;  and,  I  think,  in  that  connection  that  for  the  time  being 
there  is  inevitably  confusion  in  the  public  mind  in  thinking  that  the 
inconveniences  incident  to  the  war  will  be  reproduced  during  the 
peace  period  by  this  temporary  form  of  Federal  control. 

Senator  Pomerene.  I  am  very  much  obliged  to  you,  Senator. 

Senator  Cummins.  That  is  quite  all  right.  I  am  sorry  to  differ 
from  you,  but  I  think  that  this  is  the  psychological  time  to  do  the 
right  thing  with  regard  to  the  railroads.  There  is  a  better  temper, 
a  better  spirit  in  the  country  now  with  regard  to  the  railroads  than 
there  ever  has  been  before  in  my  experience,  and  if  your  plan  really 
involved  direct  Government  operation,  or  if  it  involved — I  will  not 
say  "  if  it  should  involve,"  because  you  have  said  that  it  does  not — 
1  quite  agree  with  you  that  it  would  require  a  good  while  to  bring 
the  people  to  that  conclusion  even  though  it  may  be  the  right  con- 
clusion, but  inasmuch  as  your  view  of  it  does  not  involve  Govern- 
ment operation  but  only  involves  the  redistricting  of  the  systems 
so  that  the  insoluble  problem  under  the  old  system  may  be  taken  out, 
and  only  involves  making  certain  a  return,  which  the  Government 
is  really  guaranteeing  now,  I  would  like  you  to  explain  why  you 
think  that  that  plan,  or  some  such  plan — for  there  are  very  many 
ways,  as  you  know,  in  which  it  can  be  carried  out — will  not  meet 
fair  consideration  upon  the  part  of  the  people  and  upon  the  part 
of  Congress,  and  why  we  are  not  in  position  to  go  on  and  weigh 
the  merits  of  some  such  plan,  as  distinguished  from  turning  the  roads 
back  under  substantially  the  old  plan. 

Director  General  Hines.  Senator,  I  can  not  get  away  from  the 
misgiving  that  the  moment  there  is  a  turning  back  to  the  old  private 
managements,  that  will  temporarily  prevent  a  satisfactory  considera- 
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tion  of  this  intermediate  plan  on  its  real  merits.  Now,  your  judg- 
ment on  that  is  based  on  a  great  deal  more  experience  and  observa- 
tion of  the  public  temper  than  mine.  I  want,  however,  in  that  con- 
nection, to  point  out  this :  If  we  should  assume  that  within  the  next 
12  months  such  a  plan  as  we  are  talking  about  could  be  enacted 
by  Congress  and  referred  to  proper  expert  tribunals  to  work  out, 
undoubtedly  it  would  require  more  than  one  year  additional  in  which 
to  work  it  out.  It  would  seem  inexpedient,  then,  at  the  end  of  two 
years  from  now  to  turn  the  roads  back  to  the  old  corporations  for 
what  would  then  be  the  short  period  between  that  date  and  the  date 
the  new  plan  would  come  into  effect :  so  that  my  feeling  is  that  any 
really  effective  dealing  with  this  problem  is  going  to  call  for  an 
interval  beyond  the  21  months  before  the  new  plan  can  come  into 
effect ;  and.  therefore,  before  we  get  to  the  end  of  the  21  months 
there  will  be  a  desire  to  extend  this  period  of  Federal  control  tempo- 
rarily, purely  as  an  interim  measure,  until  a  thoroughgoing  plan  can 
be  put  into  actual  effect.  Now,  if  there  is  reasonable  probability  of 
that,  there  is  a  perefectly  tremendous  advantage,  from  the  standpoint 
of  the  public  service,  in  giving  that  extension  now  rather  than 
withholding  it  now  and  leaving  these  conditions  of  uncertainty 
which  I  have  pointed  out.  and  which  operate  disadvantageously  on 
the  public  service  and  on  the  amount  of  improvement  work  that  can 
be  done,  and  on  so  many  other  things,  and  giving  the  public  nearly 
two  years  of  the  disadvantages  of  that  uncertainty,  and  then  at  the 
end  of  that  time  making  the  extension.  I  think  there  is  a  vast  advan- 
tage in  making  it  now,  because  I  think  it  will  be  needed  before  any 
thoroughgoing  plan  can  be  put  into  actual  operation. 

Senator  Cummins.  Mr.  Hines,  there  seems  to  me  to  be  a  defect  in 
that  reasoning,  and  with  the  utmost  respect  I  point  it  out  to  you: 
If  Congress  should  agree  within  a  few  months  upon  a  permanent 
policy,  whatever  that  might  be,  one  of  two  situations  would  de- 
velop: If  it  adopted  the  plan  of  guaranty  and  regrouping,  it  of 
course  would  then  determine  how  the  railroads  should  be  operated 
during  the  time  it  was  necessary  to  bring  the  plan  into  full  effect, 
and  the  disposition  in  the  interim  would  depend  upon  the  character 
of  the  plan  adopted,  of  course.  Now,  if,  on  the  contrary,  Congres.<? 
should  come  to  the  conclusion  not  to  enact  what  might  be  called  a 
radical  revision  of  our  laws  in  that  respect,  then  some  other  dis- 
position of  the  property  in  the  interim  would  become  necessary;  and 
it  would  seem  to  me  that  it  would  be  the  highest  duty  of  Congress 
t(>  go  forward  and  adopt  a  permanent  policy  just  as  soon  as  it  possi- 
bly can,  and  then  in  that  disposition  make  whatever  arrangements  are 
necessary  for  the  management  of  the  property  during  the  time  that 
must  intervene  between  the  passage  of  the  law  and  the  full  execution 
of  the  law.  That  is  the  way  it  appears  to  me,  and  that  we  would 
eliminate  in  that  way  the  uncertainty  which  necessarily  surrounds 
this  subject  until  Congress  finally  acts.  Do  you  not  think  it  is  of 
very  great  importance  that  the  country  shall  know  just  as  soon  as  it 
can  Imow  what  the  Government  intends  to  do  with  the  railroads? 

Director  General  Hines.  Senator.  I  am  in  accord  with  the  view 
that  the  sooner  a  permanent  solution  can  be  reached  the  better.  I 
approach  all  this  matter  from  a  standpoint  which  undoubtedly  you 
gentlemen  do  not  primarily  approach  it  from.  You  represent  the 
legislative  branch  of  the  Government,  and  you  ai'e  looking  at  1t  from 
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the  legislative  standpoint.  I  represent  the  President,  and  my  solo 
responsibility  really  is  to  do  what  I  can  in  bringing  about  an  ade- 
quate performance  of  the  purely  executive  function  during  this  Fed 
eral  control  of  rendering  an  adequate  and  satisfactory  public  service. 
Now,  I  am  so  impresesd  with  the  difficulties  of  rendering  that  ade- 
quate service  during  the  21-months  i:)eriod  that  I  am  looking  for  an 
alternative  method,  so  as  to  make  the  executive  function  as  successful 
as  possible  and  give  the  people  the  best  service  possible.  Now,  as  I 
look  at  it,  viewing  it  from  my  standpoint  of  the  executive  problem, 
tliere  are  three  possibilities:  One  would  be  to  turn  back  the  railroads 
as  soon  as  it  could  be  done  in  an  orderly  and  considerate  manner, 
and  I  do  not  see  why  there  is  anything  to  indicate  that  that  could 
not  be  done  within  the  next  12  months.  The  other  would  be  to  op- 
erate the  roads  to  the  end  of  the  21-months'  period,  which  w^ould  be 
two  or  three  months  after  the  presidential  election.  The  other  would 
be  to  get  an  extension  which  would  carry  the  control  substantially 
beyond  that.  Now%  of  those  three  methods,  I  think  the  one  least  to 
be  desired  is  to  operate  them  with  a  definite  stop-watch  limit,  coming 
two  or  three  months  after  the  presidential  election,  because  I  think 
that  during  the  year  1920,  with  that  limit,  the  difficulties  in  the  way 
of  rendering  the  public  service  would  be  very  great. 

Now,  as  between  the  other  two  methods  I  feel  that  if  Congress  is 
going  to  adopt  that  sort  of  thoroughgoing  disposition  of  the  matter 
which  appeals  to  you  and  to  me  as  the  one  that  will  meet  the  funda- 
mentals, then  I  believe  an  extension  will  be  necessary  in  order  to 
work  it  out,  and  that,  obviously,  it  would  be  simpler  to  extend  the 
present  control  than  to  adopt  some  other  temporary  control  for  a 
year  or  two,  because  any  sort  of  change  in  management  always  reacts 
on  the  public  service,  and  what  is  always  coming  back  to  me  is  that 
there  is  a  day-to-day  problem  of  operating  these  railroads  and  giving 
the  public  service.  Now,  on  the  other  hand,  if  Congress  is  not  going 
to  do  that,  but  instead  is  going  to  adopt  something  more  nearly  like 
those  other  plans  for  turning  the  railroads  back  to  the  old  corpora- 
tions, then  I  think  we  had  as  well  turn  them  back  to  the  old  cor- 
porations as  soon  as  we  reasonably  can  and  put  the  service  back  on 
what  will  probably  be  its  permanent  footing.  In  other  words,  no 
matter  how  I  look  at  it  I  always  get  back  to  the  thought  that  of  the 
three  possibilities  the  one  that  contains  the  most  menace  to  the  public 
service  is  the  one  of  operating  the  roads  for  the  21-months  period 
and  letting  that  terminate  just  after  the  presidential  election. 

Senator  Cummins.  I  can  understand  the  view  of  the  executive 
who  has  simply  the  rendition  of  the  service  in  mind,  but  there  ought 
not  to  be  in  the  mind  of  the  executive  or  of  any  executive  the  thought 
that  if  the  present  control  is  extended  for  five  j'ears  it  could  show 
that  it  coulcl  do  better  in  the  coming  four  years  than  it  has  done  in 
the  last  year.  I  think  you  will  agree  with  me  that  that  thought 
ought  not  to  be  in  the  problem  at  all. 

Director  General  Hines.  My  idea.  Senator,  on  that  is  that  cer- 
tainly you  would  not  get  four  years  of  results  until  Congress  had 
taken  final  action  on  this.  I  think  you  might  get  two  years'  addi- 
tional results. 

Senator  Cummins.  In  other  words,  while  I  can  see  a  very  natural 
desire  on  the  part  of  the  executive,  simply  as  a  matter  of  pride,  to 
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show  that  it  can  do  better — I  ought  not  to  say  "  it,"  because  I  am 
speaking  of  the  administrative — that  the  administration  can  do 
better  in  the  years  to  come  than  it  has  done  in  the  year  past ;  but  that 
really  is  not  a  proper  element  in  the  question  at  all,  is  it  ? 

Director  General  Hines.  Speaking  for  myself — and  I  am  not  in 
position,  of  course,  to  speak  for  anybody  else — I  would  infinitely 
prefer  to  see  the  railroads  go  back  to  private  control  in  the  next  12 
months  and  let  Congress  then  work  the  thing  out,  so  far  as  the  effect 
on  the  rendition  of  the  executive  function  is  concerned,  than  to 
hold  onto  them  in  the  mere  thought  that  further  operation  might 
make  a  better  showing  for  the  administration.  I  do  not  think  that 
in  itself  is  a  factor  to  be  considered;  but  I  do  think  when  we  are 
looking  at  the  thing  from  the  legislative  standpoint,  and  when  the 
question  arises  whether  as  a  convenience  in  obtaining  an  adequate 
legislative  solution,  the  railroads  should  be  operated  to  the  end  of  the 
21-months  period  to  my  mind  it  is  a  perfectly  natural  reaction  on  my 
part  to  urge  that  the  extension  should  be  long  enough  to  give  Con- 
gress the  benefit  of  returns  that  are  not  as  misleading  as  the  returns 
of  the  war  year,  and  that  is  not  at  all  with  the  idea  that  it  will  then 
prove  that  Government  operation  is  desirable  as  a  permanent  solu- 
tion. But  I  can  not  get  it  out  of  my  mind  that  for  the  moment  there 
is  a  very'  strong  disposition  to  look  only  to  the  old  corporate  man- 
agements simply  because  the  year  of  war  operation  has  been  incon- 
venient and  costly,  as  was  inevitably  the  case,  and  that  when  things 
get  back  on  a  normal  basis  that  element  will  be  removed.  Now,  that, 
I  admit,  is  purely  speculative  on  my  part,  and  with  your  long  expe- 
rience your  judgment  might  easily  be  different. 

Senator  Cummins.  It  is  in  that  respect  that  I  think  you  underesti- 
mate the  capacity  of  the  people  to  think  sanely  and  soundly  upon  this 
question,  because  I  think  they  are  prepared  now  to  deal  with  the 
subject  as  they  never  have  been  prepared  before.  However,  if  you 
believed,  as  I  believe,  that  within  the  present  year  Congress  can  and 
will  reach  a  conclusion  with  regard  to  the  permanent  policy  and  will 
enact  it  into  law,  would  you  then  favor  the  five-year  extension? 

Director  General  Hines.  Of  course,  the  precise  time  of  five  years 
I  do  not  say  is  the  only  possible  date  that  could  be  suggested;  but 
my  thought  is  that  if  a  solution  is  adopted  which  goes  to  the  root  of 
the  thing,  as  you  and  I  think  the  solution  ought  to  go,  then  there  is 
going  to  be  an  interval  beyond  the  21  months  that  will  be  required 
to  work  it  out,  and  the  advantage  to  the  public  service  in  getting  away 
from  the  uncertainty  during  the  year  1920,  which  will  exist  if  the 
control  is  to  stop  right  short,  soon  after  the  presidential  election, 
will  be  so  great  that  there  would  be  tremendous  utility  in  making  an 
extension  which  would  serve  the  double  purpose  of  enabling  you  to 
get  your  plan  into  operation  on  the  one  hand,  and  on  the  other  hand 
giving  a  stability  to  the  public  service,  a  stability  to  the  railway 
maintenance,  and  a  stability  to  the  railway  improvement  programs 
in  the  meantime,  which  are  very  important  factors.  It  would,  there- 
fore, serve  a  double  purpose,  which  I  regard  as  highly  desirable. 

Senator  Cummins.  What  do  you  think  of  this  view:  If  we  grant 
the  five-year  extension,  that  will  carry  the  present  control  to  the  1st 
of  January,  we  will  assume,  1924.  I  believe  that  Congress  regard 
that  as  sufficiently  permanent  in  its  character  to  simply  quit,  and  if 


EXTENSION   OF   GOVERNMENT   CONTROL  OF   RAILROADS.         971 

not  to  quit,  to  be  very  slow  in  its  dealing  with  the  matter,  and  that 
we  will  not  take  it  up  again  until  near  the  expiration  of  the  five-year 
period;  and  then  you  will  be  confronting  another  presidential  elec- 
tion. You  Imow  enough  about  the  way  in  which  legislation  is  had  to 
know  that  we  do  not  work  very  rapidly  unless  the  question  is  im- 
minent, and  I  can  not  get  rid  of  the  fear,  as  well  as  the  belief,  that  if 
the  extension  you  recommend  is  granted  practically  nothing  will  be 
done  toward  the  solution  of  this  great  problem  until  1923.  Now,  if 
that  fear  is  well  founded,  I  think  you  will  agree  with  me  that  we 
ought  now,  when  the  public  mind  is  alive,  keen,  and  imperative,  in 
fact,  to  attempt  to  reach  a  permanent  solution. 

Director  General  Hines.  I  think  it  would  be  most  unfortunate  for 
any  action  taken  to  be  so  shaped  as  to  have  that  result,  because  I  do 
think  it  is  highly  important  that  the  matter  should  be  worked  out 
with  all  reasonable  expedition.  I  should  think,  however,  that  an 
extension  could  be  given,  to  avoid  the  disadvantages  to  the  public 
service  that  I  have  in  mind,  that  would  not  have  the  effect  of  lulling 
Congress  into  a  state  of  inaction  on  the  matter ;  but  I  agree  with  you 
that  the  point  you  make  is  one  that  ought  to  be  fully  met.  It  would 
be  most  unfortunate  to  the  public  interest  to  postpone  the  whole  thing 
in  that  way. 

Senator  Cummins.  Aside  from  that,  there  are  a  great  many  people 
who  believe  that  the  guaranty  which  the  Government  has  now  given — 
I  mean  the  agreement  for  compensation  which  the  Government  is  now 
making,  and  which  Congress  authorized  it  to  make — is  in  the  aggre- 
gate about  $200,000,000  a  year  more  than  it  should  be,  and  even  if  it 
is  not  more  in  the  aggregate  than  it  should  be  that  it  is  very  inequi- 
tably distributed  between  the  several  railroads,  and  that  makes  for 
discontent  and  that  ought  to  be  disposed  of  as  soon  as  possible. 

Director  General  Hines.  As  a  permanent  guaranty,  undoubtedly, 
it  is  not  satisfactory  and  the  present  guaranty  is  not  satisfactorily 
distributed.  In  weighing  the  relative  advantages  and  disadvantages, 
it  would  seem  to  me  that  to  stabilize  the  public  service  for  the  time 
being  and  to  encourage  railroad  improvements  for  the  time  being  the 
Government  could  afford,  for  a  short  additional  period,  to  pay  that 
guaranty  rather  than  to  have  this  termination  coming  when  it  would 
come,  with  such  a  strong  probability  that  it  will  be  found  to  be  most 
expedient,  even  then,  to  give  an  extension  practically  on  those  terms. 

Senator  Cummins.  You  have  stabilized  a  part  of  the  transportation 
service,  but  you  have  very  much  disordered  certain  other  parts  of  it. 

Director  General  Hines.  What  have  you  in  mind.  Senator? 

Senator  Cummins.  I  have  in  mind  the  treatment  of  the  short-line 
railroads  more  than  anything  else.  I  know  that  there  are  certain  of 
the  roads  which  the  Government  has  taken  into  control  to  which  the 
compensation  is  very  much  less  than  it  ought  to  be.  I  know  of  certain 
other  railroads  to  which,  from  my  standpoint,  at  least,  the  compensa- 
tion is  very  much  more  than  it  ought  to  be,  and  there  are  a  great  many 
railroads  that  have  not  been  taken  in  at  all  and  that  are  fluctuating 
between  hope  and  despair  and  that  it  very  difficult  to  get  along  at  all. 
Now.  I  am  not  criticizing  the  administration.  I  think  the  law  ought 
to  have  required  all  these  railroads  to  have  been  taken  in.  Unfor- 
tunately, that  law  the  President  vetoed.  But  while  you  have  be(;n 
doing  the  best  you  could — or  your  predecessor — you  have  looked  at  it 
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from  the  standpoint  of  a  war  emergency  and  have  taken  in  only  those 
raih'oads  which  you  thought  were  necessary  to  successfully  prosecute 
the  war,  and  you  have  left  out,  I  suppose,  four  or  five  hundred  rail- 
roads which  are  having  an  awfully  hard  time  to  live;  and  yet  the 
communities  through  which  they  run  are  just  as  dependent  upon  them 
for  transportation  facilities  as  are  the  larger  communities  through 
which  the  roads  that  you  have  taken  possession  of  run.  Now,  I  can 
not  believe  that  such  a  law  ought  to  continue  for  five  years  more. 

Director  General  Hines.  I  am  perfectly  clear,  Senator,  that  if  there 
were  such  an  extension  it  would  be  made  frankly  with  a  view  to 
peace-time  conditions  and  as  a  part  of  a  generg-l  solution  of  the  rail- 
road problem,  and  that  these  short  lines  ought  to  be  taken  in.  As  I 
said  in  answer  to  a  question  a  day  or  tw^o  ago,  as  a  war  emergency, 
under  the  test  that  was  applied  during  the  war  it  did  not  seem  appro- 
priate to  take  them  in;  but  this  would  be  a  peace-time  proposition, 
pure  and  simple,  and  I  think  the  railroad  question  will  eventually 
have  to  be  worked  out  as  a  whole,  and  therefore  that  they  ought  to 
be  taken  in. 

Senator  Cummins.  But  you  are  not  in  position  to  take  them  in 
now,  in  my  opinion.  You  have  given  to  all  these  railroads  a  definite 
notice  that  they  are  not  to  be  taken  in.  Now,  while  you  might  recall 
that  decision,  if  the  war  emergency  required  it,  it  has  seemed  to  me 
that  you  could  not  recall  it  simply  for  the  purpose  of  operating  the 
railroads. 

Director  General  Hines.  My  thought  is.  Senator,  that  if  there 
were  such  a  legislative  extension  as  we  are  discussing  a  feature  of  the 
legislation  proposed  ought  to  be  definite  authority  to  take  these  lines 
in,  because  they  ought  to  be  included  in  any  general  peace-time 
scheme  that  is  worked  out. 

Senator  Cummins.  I  have  not  thought  of  that  contingency,  be- 
cause that  has  not  been  a  part  of  the  recommendation.  Your  prede- 
cessor recommended  the  passage  of  a  resolution  or  a  law  extending 
the  period  for  five  years,  without  any  change  Avhatever  in  the  present 
law. 

Director  General  Hines.  Senator,  when  Mr.  McAdoo  was  before 
the  Senate  committee  he  w'as  asked  a  question  about  the  short  lines, 
and  he  expressed  the  view  that  it  would  be  proper  to  include  them  in 
the  extension.     I  think  you  will  find  he  said  that. 

Senator  Cummins.  I  may  be  wrong  about  it,  but  as  I  remember 
the  view  he  expressed  was  that  you  were  making  contracts  w^ith  some 
of  them — and  I  think  you  have  with  a  few  of  them ;  possibly  half  a 
dozen  or  more — of  an  entirely  different  kind,  as  compared  with  the 
contracts  you  were  making  with  the  lines  w^hich  you  took  in.  They 
are  rather  traffic  contracts  than  control  contracts,  and  I  understood 
Mr.  McAdoo  to  refer  to  that  procedure  on  the  part  of  the  Govern- 
ment. 

Director  General  Hines.  That,  was  a  procedure  he  was  referring  to 
simply  under  the  law  as  it  stands;  but  in  answ-er  to  a  question  which 
was  asked  him  here  when  he  was  appearing  before  this  committee, 
he  expressed  the  opinion  that  if  there  should  be  the  extension  which 
he  recommended  the  short  lines  ought  to  be  included,  because  it 
would  be  purely  a  peace-time  proposition  for  the  development  of 
legislation,  and  that  the  legislation  ought  to  take  care  of  all  of  them. 
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Senator  Cummins.  Now,  with  regard  to  those  roads,  I  suppose  you 
will  agree  with  me  that  there  is  no  standard  of  compensation  pro- 
vided for  them? 

Director  General  Hines.  You  mean  that  under  the  original  act 
there  was  no  standard? 

Senator  Cummins.  Yes;  the  original  act. 

Director  General  Hines.  Of  course,  there  was  a  standard  but  it 
did  not  apply  in  many  cases,  because  they  were  not  profitable  and 
did  not  have  an  operating  income  sufficient  to  meet  the  serious  prob- 
lem we  had  before  us  then. 

Senator  Cummins.  Precisely;  and,  therefore,  the  compensation 
that  should  be  paid  to  these  roads  was  left  entirely  in  the  unrestricted 
discretion  of  the  Director  General  or  of  the  President.  Now,  you 
would  hardly  advise  the  continuance  of  a  situation  of  that  kind  for 
five  years  ? 

Director  General  Hines.  I  would  welcome,  if  there  were  an  ex- 
tension, not  only  the  inclusion  of  the  short  lines  but  the  establishment 
of  a  definite  standard  that  would  fix  their  compensation — and  the 
more  definite,  the  better. 

Senator  Cummins.  Do  you  not  think  that  if  we  were  to  get  into  a 
discussion  here  of  the  compensation  that  should  be  given  to  these 
roads,  varying  in  conditions,  it  would  require  a  good  while  to  work 
it  out? 

Director  General  Hines.  If  you  undertook  to  reopen  the  whole 
subject,  of  course,  there  would  be  a  good  deal  of  time  consumed  in 
considering  it.     There  is  no  question  about  that. 

Senator  Cummins.  Yes.  That  is  one  of  the  reasons  why  I  think 
Congress  ouglit  to  go  forward  and  establish  a  permanent  policy, 
leaving  it,  of  course,  as  it  must  be  left,  to  the  administrative  functions 
which  are  created  to  make  the  transition;  and  that  might  require  one 
year,  it  might  require  five  years,  it  might  require  longer,  even,  than 
that;  but  the  sooner  we  get  started  the  sooner  we  will  come  to  an 
end.  and  unless  we  believe  that  we  can  not  reach  within  any  reason- 
able time  a  conclusion  as  to  the  permanent  relation  which  should 
exist,  do  you  not  think  we  ought  to  go  on  and  bring  it  to  an  end  just 
as  soon  as  we  can? 

Director  General  Hines.  I  am  in  accord  with  the  view  that  Con- 
gress should  move  forward  promptly;  but  along  with  that  I  urge 
earnestly  on  the  committee  the  great  advantage,  from  the  public 
standpoint,  of  an  extension,  because  I  think  you  will  need  it  before 
you  get  through,  and  if  you  give  it  now  you  will  give  it  when  it  will 
do  great  good  in  the  way  of  improving  the  public  service  and  enlarg- 
ing the  improvement  program  which  the  railroads  can  carry  on.  I 
think  it  would  be  of  immense  value  to  the  public  and  that  it  will  be 
eventually  needed. 

Senator  Cummins.  Do  you  think  that  the  power  which  has  been 
claimed,  if  not  conceded,  which  we  attempted  to  give  to  the  Presi- 
dent to  set  aside  and  annul  all  State  laws  and  Federal  laws  and  the 
Federal  Constitution  and  the  State  constitutions  ought  to  be  con- 
tinued for  five  years  ? 

Director  General  Hines.  As  I  look  at  that.  Senator,  the  Govern- 
ment of  the  United  States,  so  long  as  it  assumes  the  operation  of  the 
railroads,  naturally  ought  to  be  supreme  in  any  matter  that  the  duly 
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authorized  representatives  of  the  Government  feel  calls  for  action  on 
their  part.  In  other  words,  it  has  been  a  theory,  as  I  understand 
it,  of  our  Government  always  that  where  the  Government  of  the 
United  States  is  doing  a  thing  that  it  is  supreme  and  that  it  ought 
not  to  be  subordinated  to  the  requirements  of  States  or  State  tri- 
bunals. 

Now,  in  the  case  of  the  railroads,  the  Congress  carried  out  in 
general  that  view  by  the  Federal  control  act,  and  I  believe  that  in 
theory  it  is  the  right  position.  In  practice  I  do  not  believe  the 
maintenance  of  that  theory  is  going  to  cause  any  substantial  embar- 
rassment in  time  of  peace,  because  there  is  such  a  tremendous  motive 
of  self-interest  on  the  part  of  anybody  who  is  charged  with  respon- 
sibility of  the  railroad  administration  to  give  every  deference  to 
local  law  and  requirements  that  is  consistent  with  the  paramount 
interests  of  the  United  States,  so  I  do  not  anticipate  in  practice 
any  embarrassment  of  that  kind. 

Senator  Cummins.  I  quite  agree  that  the  Federal  Government 
within  its  jurisdiction  is  and  must  be  supreme,  no  matter  through 
what  agency  the  authority  of  the  Federal  Government  is  exercised; 
but  we  have  attempted  to  give  to  the  President  the  power  to  set 
aside  the  laws  of  Congress  as  well  as  the  laws  of  the  States.  Do  you 
think  that  ought  to  be  continued  for  five  years  ? 

Director  General  Hines.  As  a  practical  matter,  Senator,  any  act 
of  Congress  adopted  hereafter  would  control,  of  course.  Now,  as  to 
the  acts  that  have  already  been  adopted,  there  is,  as  I  see  it,  practi- 
cally no  possibility  of  a  conflict  or  any  setting  aside  of  anything 
which  Congress  has  done.  The  Federal  control  act  itself  maps  out 
the  procedure  as  to  rates.  Aside  from  that  the  Federal  statutes 
controlling  railroads  relate  to  matters  of  safety  and  things  of  that 
sort,  where  there  could  be  no  imaginable  reason  for  the  President 
to  do  otherwise  than  follow  out  the  plan  adopted  by  Congress.  If 
there  were  any  fear  that  he  would  depart  from  it,  in  the  nature 
of  things  there  would  be  no  objection  to  providing  that  the  acts 
of  Congress  should  be  supreme ;  but  practically  Congress  has  adopted 
comparatively  little  legislation  that  deals  with  these  matters.  As 
to  rates,  it  has  prescribed  a  definite  plan  in  the  statute  itself,  and 
as  to  these  other  matters  there  is  such  a  remote  possibility  of  any 
conflict  that  I  do  not  believe  practically  any  change  is  needed;  and, 
of  course,  any  future  legislation  that  Congress  may  adopt  would,  by 
its  terms,  control  these  matters. 

Senator  Cummins.  Then,  you  would  advise  that  in  any  act  ex- 
tending the  time  to  five  years  there  should  be  such  a  modification  of 
the  act  of  1918  as  seems  wise  in  the  way  of  limiting  the  authority  of 
the  President? 

Director  General  Hines.  I  can  not  see  any  objection  whatever  to 
that,  and  if  there  is  any  fear  that,  by  reason  of  the  general  authority 
conferred  upon  the  President,  he  would  set  aside  preexisting  acts  of 
Congress  that  fear  could  be  guarded  against  by  a  proper  provision 
in  the  act.  I  think  it  is  appropriate,  however,  as  far  as  State  laws 
are  concerned,  not  to  put  the  Government  of  the  United  States  in  a 
situation  where  it  would  be  subordinated  in  any  vital  matter  to  the 
States;  and  yet,  in  practice,  the  cases  will  be  rare  where  there  will 
be  any  conflict  on  account  of  the  self-interest  to  take  advantage  of 
local  methods  of  government  as  far  as  practicable  in  peace  times. 
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Senator  Cummins.  Without  in  the  least  suggesting  that  the  Presi- 
dent would  do  it,  or  would  even  consider  it,  you  know  we  have  a 
law  that  would  authorize  the  President  to  transfer  the  functions  of 
the  Interstate  Commerce  Commission  to  the  director  general  ? 

Director  General  Hines.  I  did  not  realize  we  had  that  law.  I  had 
not  thought  of  that.    Is  that  the  Overman  Act? 

Senator  Cummins.  That  is  what  is  known  as  the  Overman  Act. 

Director  General  Hines.  Yes. 

Senator  Cummins.  There  is  a  matter  probably  of  small  impor- 
tance, but  in  your  direct  testimony  you  gave  a  construction  to  the 
general  order  which  had  been  issued  respecting  loss  and  damage  to 
grain.  You  have  considered,  have  you,  the  effect  of  that  order,  and 
you  think  that  it  applies  only  to  the  administration  and  not  to  the 
courts  ? 

Director  General  Hines.  That  is  my  judgment  as  to  the  proper 
construction  of  the  order ;  and,  as  I  said  in  my  statement,  we  propose 
to  clear  that  up  by  making  it  very  clear  in  the  order  itself  so  that 
there  will  be  no  doubt  as  to  that;  but  it  never  occurred  to  me  that 
it  would  have  any  other  meaning. 

Senator  Cummins.  Mj  recollection  is  that  some  Avitness  gave  us 
a  case  in  which  it  had  been  accepted  as  a  rule  of  evidence  in  court,, 
and  not  simply  as  a  direction  to  your  operating  men  in  the  manage- 
ment of  the  properties. 

Director  General  Hines.  I  do  not  recall  that. 

Senator  Cummins.  I  may  be  w^rong  about  it. 

Director  General  Hines.  I  think  that  is  a  wrong  construction; 
but  we  propose  to  clear  that  up,  because  it  was  never  my  purpose, 
in  connection  with  it,  to  attempt  to  affect  any  rule  of  law  by  that. 

Senator  Cummins.  Do  you  oppose  the  restoration  of  the  authority 
of  the  Interstate  Commerce  Commission  in  time  of  peace  over  rates 
which  are  made  and  filed  by  the  director  general  ? 

Director  General  Hines.  My  position  about  that  is  this,  Senator: 
I  do  not  believe  there  ought  to  be  a  divided  responsibility  in  the 
initiation  of  these  matters.  I  think  that  if  the  President  is  held 
responsible  for  the  operation  of  the  railroads,  he  ought  to  have  the 
power  to  initiate  the  things  that  are  necessary  to  operate  them.  I 
think  that  the  power  given  to  the  commission  to  correct  anything 
that  is  initiated,  that  is  improper,  is  an  adequate  protection,  and  I 
want  to  point  out  that  there  is  a  vital  distinction  between  the  initia- 
tion of  rates  by  the  President  and  the  initiation  of  rates  by  private 
corporations.  In  the  first  place,  the  private  corporation  does  not 
represent  the  public,  while  the  President  does ;  and  the  plan  actually 
adopted  in  the  Railroad  Administration  of  carrying  forward  these 
matters  through  a  division  of  public  service,  which  must  always  be 
consulted  in  initiating  anything  in  the  way  of  a  rate  that  affects  the 
public  interest,  gives  a  direct  public  representation  in  the  fact  of 
initiation,  and  I  think  it  is  much  better  for  that  to  be  done  through 
the  instrumentality  of  the  Government  which  is  charged  wdth  the 
responsibility  for  operation.  Then,  in  the  second  place,  under  pri- 
vate management,  if  the  corporation  initiated  a  rate  that  was  wrong, 
it  inured  to  private  profit.  Nothing  in  the  world  is  perfect;  there 
may  be  a  mistake  one  way  or  the  other,  but  if  a  mistake  is  made 
here,  the  result  does  not  inure  to  private  profit ;  but,  after  all,  inures 
to  the  people  as  a  whole,  and  is  subject  to  correction. 
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Now,  this  would  be  the  situation  if  you  restored  to  the  commission 
the  power  to  suspend  all  rates  initiated;  there  w^ould  be  a  period  of 
10  months  of  possible  suspension,  and  I  think  that  would  mean  quite 
a  serious  division  of  responsibility  in  carrying  on  the  properties; 
and  my  own  judgment  is,  bearing  in  mind  the  fact  that  the  Presi- 
dent's representative  himself  represents  the  public,  and  his  organi- 
zation is  so  developed  as  to  give  a  very  strong  and  effective  public 
representation  in  initiating  these  things,  that  the  wise  plan  is  to 
leave  the  power  where  the  responsibility  for  operation  rests,  so  far 
as  initiation  is  concerned,  but  to  leave  with  the  commission  the  power 
to  correct,  and  I  w^ould  be  very  glad,  indeed,  if  it  were  practicable, 
to  give  the  commission,  if  it  needs  statutory  authority,  a  power  of 
summary  correction,  because  the  methods  which  is  has  felt  necessary 
to  adopt  when  dealing  with  private  corporations,  when  they  were 
operating  the  railroads,  called  for  prolonged  hearings  and  investi- 
gations, which,  in  the  nature  of  things,  prevent  very  prompt  action : 
and  I  would  be  perfectly  satisfied  with  a  provision  for  some  sort 
of  summary  action  on  the  part  of  the  commission — the  more  sum- 
.mary  the  action  in  correcting  anything  which  the  commission  thinks 
is  wrong,  the  better.  But  I  think  it  would  be  unwise  to  divitle  the 
responsibility  by  having  the  President  responsible  for  the  operation 
of  the  railroads  and  putting  the  initiation  of  the  rates  practically  in 
the  hands  of  another  branch  of  the  Government. 

Senator  Cummins.  I  do  not  think  it  is  quite  accurate  to  say  that 
the  power  of  suspension  is  the  equivalent  of  the  power  of  initiation, 
and  if  the  President,  representing  the  public,  passes  upon  these  rates 
in  the  interest  of  the  public,  why  should  you  retain  any  jurisdiction 

•  on  the  part  of  the  commission  to  correct  the  rate? 

Director  General  Hines.  I  think  it  is  an  additional  opportunity  to 
protect  the  public,  and  you  have  got  an  expert  tribunal  there  that 
lias  had  wide  experience  hi  this  matter,  and  it  ought  to  be  availed 
of.  Now,  in  looking  at  the  matter  practically.  Senator,  it  is  ini- 
jiortant  to  bear  in  mind  the  care  with  which  these  matters  are  dealt 
with  in  practice.  Gf  course,  if  this  Avere  a  control  that  would  last 
indefinitely  you  might  say  that  should  not  continue  for  the  future; 
but  in  a  question  of  two  years  or  five  years,  even,  the  existing  methods 
are  worthy  of  consideration,  and  the  methods  that  are  employed,  as 

•  evidenced  by  what  the  director  general  does,  the  way  he  consults  the 
commission,  as  he  did  as  to  the  express  rates,  as  he  did  as  to  the  mile- 
age scale,  which  is  proposed,  and  the  consolidated  classification,  and 
the  way  Mr.  Prouty  has  explained  that  the  State  commissions  are 
consulted  on  rate  advances  before  they  are  made,  show  the  very 
greatest  solicitude  to  protect  the  public,  and  at  the  same  time  there 
is  a  consolidation  of  the  authority  with  the  responsibility,  which,  I 
think,  is  decidedly  in  the  public  interest:  and  there  is  no  substantial 
danger  of  public  injury  in  continuing  that  system  for  the  necessarily 
limited  period  proposed. 

Senator  Cummins.  But  we  have  a  statute  which  governs  the  pro- 
posed increases  of  rates,  and  it  provides  that  the  Interstate  Commerce 
("ommission  can  pass  upon  any  such  proposed  increases  without  a 

Clearing,  in  an  informal  way,  if  it  so  desires,  or  so  orders.  Now,  why 
would  not  that  be  fully  protective,  so  far  as  the  administration  is  con- 

•cerned?     If  you  want  to  increase  rates,  you  can  apply  or  file  your 
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rates  with  the  Interstate  Commerce  Commission,  and  the  Interstate 
Commerce  Commission  can  allow  you  to  increase  them,  without  any 
prolonged  hearing. 

Director  General  Hines.  Looking  at  the  matter  as  a  principle  of 
responsible  government.  I  believe  it  is  better  to  leave  that  as  it  is; 
and  yet  I  am  perfectly  frank  to  say  that  I  do  not  think  the  system 
you  suggest  of  giving  the  commission  power  to  pass  in  a  summary 
and  prompt  way  on  these  matters  before  they  go  into  effect,  would 
seriously  interfere  with  the  administration.  I  think  to  give  just  a 
general  power  to  suspend  virtually,  as  a  matter  of  course,  for  10 
months,  would  be  most  unfortunate;  but  I  believe  if  provision  were 
made  giving  the  commission  a  power  in  a  summary  way  to  deal 
promptly  with  these  matters,  without  any  formal  hearing  whatever, 
and  to  permit  the  rates  to  go  into  effect,  or  to  say  that  they  were  un- 
reasonable and  should  not  go  into  effect,  would  not  be  seriously 
injurious,  although  I  believe  the  true  principle  of  responsible  govern- 
ment is  in  favor  of  the  present  plan. 

Senator  Cummins.  That  was  the  law  until  we  modified  it  in  the 
Federal  control  act.  If  we  had  left  that  matter  just  as  it  was,  the 
commission  would  have  had  entire  control  over  these  increases  in 
rates  and  could  have  granted  permission  to  file  the  schedules  and  put 
them  into  operation  precisely  as  it  would  with  the  carriers,  and  take 
up,  after  they  were  in  operation,  whatever  complaints  might  be  made 
against  them. 

Director  General  Hines.  I  believe.  Senator,  that  in  practice  the 
volume  of  work  that  the  commission  has  is  so  great  that  it  has  found 
it  very  difficult  to  pass  in  any  very  complete  way  on  these  rates,  and 
therefore  there  has  been  a  tendency  to  suspend  them,  so  as  to  give 
it  time  to  consider  them. 

Senator  Cummins.  But  the  volume  of  work  that  the  commission 
has  to  do  is  rather  insignificant  as  compared  with  the  volume  of 
work  which  the  Director  General  has  to  do,  I  fancy  ? 

Director  General  Hines.  The  methods  of  procedure  adopted  by 
the  commission,  though — and  I  think  they  were  properly  adopted 
when  it  was  dealing  with  private  corporations  which  had  unques- 
tionably a  private  interest  that  under  the  Constitution  was  entitled 
to  consideration — did  not  produce  results  as  expeditiously  as  the 
procedure  we  are  able  to  adopt  when  we  do  not  have  to  consider  the 
private  interest  of  any  railroad  corporation  at  all.  It  is  just  a 
question  of  what  is  the  public  interest  of  the  Government  and  the 
public  interest  of  the  people. 

Senator  Cummins.  Of  course  in  your  order  increasing  rates  you 
had  just  one  thing  in  view ;  at  least  the  main  thing  in  view  was  an 
increase  of  revenue? 

Director  General  Hines.  As  a  war  measure;  yes. 

Senator  Cummins.  As  a  war  measure? 

Director  General  Hines.  Yes. 

Senator  Cummins.  Now,  however  unjust  that  order  has  been  in 
certain  respects,  I  recognize  the  difference  between  war  and  peace, 
and  I  have  made  no  great  complaint  against  it ;  but  it  does  not  seem 
to  me  that  that  situation  ought  to  remain  in  time  of  peace. 

Director  General  Hines.  Of  course  as  a  matter  of  practice  that  was 
done  and  could  have  been  justified  to  the  public  only  as  a  war  meas- 
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ure,  and  therefore  never  would  have  been  done  in  time  of  peace,  as 
evidenced  by  the  policy  we  are  now  pursuing.  I  think  the  present 
situation  really  gives  us  the  benefit  of  ample  consultation  with  the 
rate-making  tribunals  and  still  leaves  the  power  theoretically  where 
the  responsibility  is,  and  I  believe  that  is  better  as  a  principle  of 
government. 

Senator  Thompson.  Is  there  a  decrease  in  rates  in  contemplation? 

Director  General  Hines.  No  general  decrease.  Of  course  in  these 
readjustments  that  are  being  made  to  reestablish  former  adjustments 
a  great  many  decreases  have  been  made,  but  they  have  been  specific — 
individual. 

The  Chairman.  Right  at  this  point,  Senator,  just  let  me  get  clearly 
in  my  mind  one  point.  Under  the  old  law,  in  reference  to  the  power 
of  the  Interstate  Commerce  Commission  to  review  these  rates,  it 
was  necessary  to  have  that,  because  the  private  interests  of  the  rail- 
roads, looking  for  their  benefit,  were  opposed  to  the  interest  of  the 
public,  whereas  under  Government  control  it  is  supposed  that  what- 
ever rates  are  initiated  by  the  Government  are  made  from  the  stand- 
point of  the  Government  rather  than  from  a  private  standpoint? 

Director  General  Hines.  Yes ;  there  is  that  distinction,  and  a  very 
important  distinction. 

The  Chairman.  Therefore  you  would  not  ^ive  the  Interstate  Com- 
merce Commission  the  same  powers  of  restriction  over  the  Govern- 
ment functioning  of  the  railroads  as  you  would  over  private  interests 
functioning  them? 

Director  General  Hines.  I  do  not  believe  it  is  necessary  at  all. 

The  Chairman.  I  thought  perhaps  that  was  the  real  reason  why 
you  said  you  would  not  have  a  divided  authority. 

Director  General  Hines.  That  is  involved  in  my  thought. 

Senator  Cummins.  If  that  reason  is  valid,  Mr.  Hines,  it  would 
seem  to  me  to  lead  inevitably  to  the  conclusion  that  the  Interstate 
Commerce  Commission  ought  to  be  abolished  entirely. 

Director  General  Hines.  I  should  not  say  so,  Senator.  In  the  first 
place,  I  should  say  that  the  corrective  power  and  the  power  to  re- 
view these  things  and  to  work  them  out  according  to  established 
bases  of  rate  adjustment  are  very  important  powers  to  leave  in  the 
commission  and,  in  the  second  place,  this  is  purely  an  interim  mat- 
ter anyhow. 

Senator  Cummins.  You  treat  the  commission  simply  as  a  body  to 
which  appeal  can  be  made  from  some  other  department  of  the  Gov- 
ernment ? 

Director  General  Hines.  As  we  look  at  it,  the  commission  has  the 
last  word  on  these  things,  and  you  may  be  sure  that  we  are  very 
careful  not  to  do  anj'thing  with  respect  to  which  we  think  the  com- 
mission would  disagree  with  us,  because  it  has  the  last  word. 

The  Chairman.  As  a  kind  of  Supreme  Court  to  which  you  carry 
your  case  up? 

Director  General  Hines.  Yes,  as  to  these  rates. 

Senator  Cummins.  Even  on  that  theory,  the  difficulty  with  the  or- 
der increasing  the  rates  was  that  the  nisi  prius  trial  was  ex  parte. 

Director  General  Hines.  That  was  true  under  private  control,  but 
it  is  not  true  under  the  plan  we  are  actually  carrying  out. 

Senator  Cummins.  May  I  ask  you  this,  Mr.  Hines — and,  of  course, 
you  will  have  to  treat  it  historically,  because  yon  had  nothing  to  do 
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with  it — but  may  I  not  ask  you  where  the  director  general  thought 
he  got  the  authority  to  issue  an  order  limiting  the  political  activities 
of  the  employees  of  the  railroads? 

Director  General  Hines.  The  director  general's  theory  about  that 
was — and  he  has  explained  it  very  fully  to  me,  and  he  explained  it 
very  fully  to  various  representatives  of  labor  who  discussed  it  with 
him — that  he  had  been  in  the  public  service  for  five  years  as  Secre- 
tary of  the  Treasury,  and  he  had  found  that  it  was  a  practice,  dating 
back  to  the  early  days  of  the  Government,  to  put  a  limitation  on 
political  activities  of  Government  employees.  He  regarded  the  rail- 
road employees  as  Government  employees  for  the  time  being,  and  as 
getting  whatever  benefits  came  from  the  equal  treatment  which  the 
Government  accords  its  employees;  and  growing  out  of  his  famil- 
iarity with  the  Government's  policy,  as  exemplified  by  the  regula- 
tions of  the  various  departments  about  political  activity,  it  occurred 
to  him  that  a  corresponding  limitation  should  be  made  here,  not  in- 
terfering with  the  employee's  right  of  suffrage  or  with  his  political 
rights  in  a  broad  sense,  but  specifying  certain  political  activities 
which  railroad  employees,  while  they  were,  in  substance,  employees 
of  the  Government,  ought  not  to  engage  in;  so  he  regarded  that  as 
simply  in  line  with  the  regulations  of  the  various  governmental  de- 
partments and  as  inhering  in  the  administrative  power  of  any  de- 
partment of  the  Government. 

Senator  Cummins.  Will  you,  at  this  point,  put  in  evidence  a  copy 
of  the  order  to  which  I  have  just  referred  ? 

Director  General  Hines.  I  shall  be  very  glad  to  have  that  incorpo- 
rated at  this  point. 

(The  said  order,  being  General  Order  No.  48  of  the  United  States 
Railroad  Administration,  dated  October  22,  1918,  appears  in  full  be- 
low as  follows:) 

General  Order  No.  48. 

United  States  Railroad  Administration, 

Washington,  October  22,  1918. 

This  order  is  issued  in  lieu  of  and  as  a  substitute  for  General  Order  No.  42 
and  Supplement  No.  1  thereto. 

The  issuance  of  General  Order  No.  42  was  for  the  purpose  of  extending  to 
officers,  attorneys  and  employees  in  the  railroad  service  of  the  United  States 
substantially  the  same  regulations  as  to  political  activity  which  have  been  ap- 
plied for  many  years  through  civil  service  laws  and  executive  and  departmental 
orders  and  regulations  to  other  employees  of  the  United  States.  These  laws, 
orders,  and  regulations  conform  to  a  wise  policy  which  has  long  had  the  sup- 
port of  the  people  of  the  United  States  regardless  of  political  parties.  Since 
the  Government  has  taken  control  of  the  railroads  and  their  former  officers, 
attorneys,  and  employees  have  become  public  servants,  it  is  necessary  that  the 
same  policy  as  to  political  activity  be  extended  to  them  as  to  other  employees  of 
the  United  States.  As  employees  of  the  Government  they  can  not  be  properly 
exempted  from  the  policy  applied  to  other  Government  employees. 

It  has  developed,  however,  since  General  Order  No.  42  was  issued,  that  there 
are  many  communities  in  the  United  States  which  are  composed  largely,  and 
in  some  respects  almost  wholly,  of  railroad  employees  and  their  families,  and 
that  the  proper  civil  administration  of  such  communities  makes  it  necessary 
that  railroad  employees  should  hold  municipal  offices.  It  is  clear  that  in  such 
cases  exceptions  should  be  made.  Such  exceptions  have  been  made  by  the  Gov- 
ernment in  other  cases  (such  as  navy  yards  in  certain  localities)  where  the 
population  consisted  wholly  or  in  large  part  of  Government  employees  and 
where  it  was  necessary  for  proper  administration  of  civil  affairs  such  Govern- 
ment employees  should  hold  local  political  offices. 
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It  has,  therefore,  been  determined  to  permit  railroad  employees  to  hold 
municipal  offices  in  the  communities  in  which  they  live,  provided"  they  do  not 
neglect  their  railroad  duties  as  a  result  thereof,  and  also  to  limit  section  2  to 
a  prohibition  against  railroad  employees  acting  as  chairman  of  political  conven- 
tions or  using  their  positions  in  the  railroad  service  of  the  United  States  to  bring 
about  their  selection  as  delegates  to  political  conventions,  in  order  to  harmonize 
said  section  2  with  existing  civil  service  rules  and  departmental  regulations. 

It  is,  therefore,  ordered  that  no  officer,  attorney,  or  employee  shall — 

1.  Hold  a  position  as  a  member  or  officer  of  any  political  committee  or  organi- 
zation that  solicits  funds  for  political  purposes. 

2.  Act  as  a  chairman  of  a  political  convention  or  use  his  position  in  the  rail- 
road service  of  the  United  States  to  bring  about  his  selection  as  a  delegate  to 
political   conventions. 

3.  Solicit  or  receive  funds  for  any  political  purpose  or  contribute  to  any 
political  fund  collected  by  an  official  or  employee  of  any  railroad  or  any  official 
or  employee  of  the  United  States  or  any  State. 

4.  Assume  the  conduct  of  any  political  campaign. 

5.  Attempt  to  coerce  or  intimidate  another  officer  or  employee  in  the  exercise 
of  his  right  of  suffrage.  Violation  of  this  will  result  in  immediate  dismissal 
from  the  service. 

6.  Neglect  his  railroad  duties  to  engage  in  politics  or  use  his  position  in  the 
railroad  service  of  the  United  States  to  interfere  with  an  election.  An  employee 
has  the  right  to  vote  as  he  pleases  and  to  exercise  his  civil  rights  free  from  in- 
terference or  dictation  by  any  fellow  employee  or  by  any  superior  or  by  any  other 
person.  Railroad  employees  may  become  candidates  for  and  accept  election  to 
municipal  offices  where  such  action  will  not  involve  neglect  on  their  part  of  their 
railroad  duties,  but  candidacy  for  a  nomination  or  for  election  to  other  political 
office  or  the  holding  of  such  office  is  not  permissible.  The  positions  of  notaries 
public,  members  of  draft  boards,  officers  of  public  libraries,  members  of  school 
or  park  boards,  and  officers  of  religious  and  eleemosynary  institutions  are  not 
construed  as  political  offices. 

7.  In  all  cases  where  railroad  officers,  attorneys,  and  employees  were  elected 
to  political  offices  prior  to  the  issuance  of  General  Order  No.  42,  August  31,  1918, 
they  will  be  permitted  to  complete  their  terms  of  office  so  long  as  it  does  not 
interfere  with  the  performance  of  their  railroad  duties.  After  the  completion  of 
said  terms  of  office,  they  will  be  governed  by  the  provisions  of  this  order. 

8.  In  all  cases  where  railroad  officers,  attorneys  and  employees  were  nomi- 
nated for  political  offices  and  had  become  candidates  therefor  prior  to  the  issu- 
ance of  General  Order  No.  42,  August  31,  1918,  they  will  be  permitted  to  hold 
and  complete  the  terms  of  office  to  which  they  may  be  elected  at  the  general 
election  to  be  held  November,  1918,  to  the  extent  that  the  holding  of  such  offices 
shall  not  interfere  with  the  performance  of  their  railroad  duties.  After  the  com- 
pletion of  such  terms  of  office,  they  shall  be  governed  by  the  provisions  of  this 
order. 

Railroad  men  have  given  ample  proof  of  their  loyalty  to  their  Government. 
I  am  confident  that  they  will  gladly  and  patriotically  accept  now  those  reason- 
able governmental  regulations  concerning  political  activity  which  their  welfare 
and  America's  cause  demand.  They  are  the  same  regulations  in  their  general 
scope  and  application  as  all  other  Government  employees  have  lived  under  for 
many  years  without  the  loss  of  any  essential  rights  and  with  added  dignity  to 
their  citizenship. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 
Approved : 

WooDROw  Wilson. 

Senator  Cujimins.  Did  it  extend  to  what  might  be  called  the 
"  officials  "  of  the  railways  ? 

Director  General  Hines.  It  applied  to  the  officials  and  employees 
alike. 

Senator  Cummins.  It  covered  the  regional  directors  and  all  the 
inspectors  ? 

Director  General  Hines.  I  understand  it  covered  everybody;  it 
certainly  was  intended  to. 
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Senator  Cummins.  You  did  not  attempt  to  extend  it  to  the  bond- 
holders and  stockholders  of  the  railroads? 

Director  General  Hines.  Xo;  and  the  other  regulations  were  never 
extended  to  the  bondholders  of  the  United  States  Government,  either. 
It  was  just  a  question  of  Government  employees.  That  was  Mr.  Mc- 
Adoo's  theory. 

Senator  Cummins.  I  was  trying  to  find  out  the  basis  for  it.  Why 
should  a  brakeman  be  limited  in  his  political  activities  any  nwre  than 
the  holder  of  a  bond  or  the  holder  of  a  share  of  stock  in  a  railroad? 

Director  General  Hines.  Mr.  McAdoo's  thought  was  that  the  brake- 
man  was  a  Government  employee,  in  substance,  just  as  a  clerk  in  the 
customshouse  in  Ne^^'  York  was  an  employee  of  the  Government,  and 
that  similar  restrictions  on  certain  sorts  of  political  activities  were 
appropriate  to  both. 

Senator  Cum3iins.  I  am  looking  at  it  more  from  an  abstract  stand- 
point than  as  a  mere  authority  of  the  Director  General;  but  I  take  it 
that  the  basis  of  any  such  order  as  that  is  the  interference  which  the 
employee  may  exert  in  the  affairs  of  his  Government;  that  is,  the 
political  influence  toward  the  solution  of  certain  great  questions 
which  affect  the  public.  Of  course,  it  was  not  limited  in  its  purpose  to 
the  hours  of  labor;  that  is  to  say,  you  did  not  put  it  on  the  ground 
that  the  brakemen  would  not  serve  the  requisite  number  of  hours  on 
his  train?     You  must  have  put  it  on  a  different  ground  from  that? 

Director  General  Hines.  I  have  the  order  here,  and  I  could  read  it, 
if  you  would  like.    Is  there  time  for  that,  Mr.  Chairman? 

The  Chairman.  I  think  it  would  be  sufficient  just  to  incorporate  it 
in  the  record. 

Senator  Cummins.  I  am  very  familiar  with  it.  Do  not  read  it  for 
my  benefit. 

The  Chairman.  There  is  a  question  I  wanted  to  ask  Mr.  Hines. 
Senator  Lewis  asked  the  other  day  the  question  of  some  one  here 
why  Mr.  Warfield,  as  representative  of  the  security  holders,  was  al- 
lowed to  bring  suit  at  such  time  and  place  as  he  saw  fit,  while  others 
Avere  not — on  the  subject  of  claims.  Do  you  know  anything  of 
such  a  suit? 

Director  General  Hines.  I  do  not  understand  that  there  was  such 
a  suit.  I  think  perhaps  erroneous  information  must  have  been  given 
to  Senator  Lewis  about  that.  I  have  understood  from  Mr.  Warfield's 
counsel  that  there  Avas  no  suit  of  that  sort.  I  have  not  been  able  to 
locate  what  Senator  Lewis  had  in  mind,  and  I  think  he  may  havo 
received  erroneous  information  from  some  one. 

Senator  Cummins,  Do  you  not  think.  Mr.  Hines,  that  an  employee 
in  the  railroad  service  is  ju.st  as  much  entitled  to  exert  his  political 
influence  as  any  other  citizen  of  the  country  ? 

Director  General  Hines.  I  think  he  has  that  right  under  this 
order,  except  for  certain  specific  things,  such  as  holding  political 
office  while  he  is  still  an  employee  of  the  Government — of  the  Rail- 
road Administration — or  running  for  political  office,  and  one  or  two 
other  striking  instances  of  political  activity,  upon  which  restric- 
tions are  placed. 

For  example,  I  think  he  could  be  a  delegate  to  a  political  conven- 
tion, but  I  believe  he  is  not.  under  this  order,  to  be  the  chairman  of  a 
political  convention. 
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Senator  Kellogg.  Why  not? 

Director  General  Hines.  That,  broadly,  it  is  not  being  a  candidate 
for  a  political  office  or  holding  a  political  office.  They  are  the  out- 
standing features,  the  thought  being  that  if  he  wants  to  engage  in 
political  activities  to  that  extent,  that  in  line  with  what  has  been  the 
settled  Government  policy  for  a  great  many  years.  Government  em- 
ployees ought  not  to  engage  in  political  activity  to  that  extent  while 
in  the  service  of  the  Government. 

Senator  Cummins.  I  can  easily  see  why  a  railway  employee  ought 
not  to  engage  in  any  political  work  that  w^ould  interfere  with  the 
work  which  he  has  engaged  to  do  for  the  railroad,  but  I  can  not  see 
wh}^,  barring  that  situation,  a  railroad  employee  has  not  as  much 
right  as  anybody  else  to  try  to  alFect  the  policy  of  his  company. 

Director  General  Hines.  Tlie  things  that  were  prohibited.  Sena- 
tor, were,  first,  holding  a  position  as  a  member  or  officer  of  any  politi- 
cal committee  or  organization  that  solicits  funds  for  political  pur- 
poses. Of  course,  there  is  a  very  general  restriction  on  Government 
employees  participating  in  soliciting  funds  for  political  purposes. 
The  first  prohibition  related  to  that.  Second,  not  to  act  as  chairman 
of  a  political  convention  or  to  use  his  position  in  the  railroad  service 
of  the  United  States  to  bring  about  his  selection  as  a  delegate  to  a 
political  convention.  But  there  is  no  prohibition  against  his  being 
a  delegate.  Third,  not  to  solicit  or  receive  funds  for  any  political 
purpose,  or  to  contribute  to  any  political  fund  collected  by  an  official 
or  employee  of  any  railroad  or  any  official  or  employee  of  the  United 
States,  or  of  any  State.  I  think  that  is  a  very  usual  provision. 
Fourth,  not  to  assume  the  conduct  of  any  political  campaign.  Fifth, 
not  to  attempt  to  coerce  or  intimidate  any  other  officer  or  employee 
in  the  exercise  of  his  right  of  suiTrage.  Sixth,  not  to  neglect  his  rail- 
road duties  to  engage  in  politics  or  to  use  his  jDOsition  in  the  railroad 
service  of  the  United  States  to  interfere  with  an  election. 

An  employee  has  the  right  to  vote  as  he  pleases,  and  to  exercise 
his  civil  rights  free  from  interference  or  dictation  by  any  fellow  em- 
ployee or  by  any  superior,  or  by  any  other  person.  Eailroad  em- 
ployees may.  become  candidates  for  and  accept  election  to  muncipal 
offices  where  such  action  will  not  involve  neglect  on  their  part  of 
their  railroad  duties,  but  candidacy  for  a  nomination  or  for  election 
to  other  political  office  or  the  holding  of  such  office,  is  not  permissible. 

The  positions  of  notaries  public,  members  of  draft  boards,  officers 
of  public  libraries,  members  of  school  or  park  boards,  and  officers  of 
religious  and  eleemosynary  institutions  are  not  construed  as  political 
offices. 

Then  there  was  a  permission  that  where  railroad  officers,  attorneys, 
and  employees  were  elected  to  political  offices  prior  to  the  issuance 
of  that  order,  they  would  be  permitted  to  complete  their  terms  of 
office,  so  long  as  it  did  not  interfere  with  the  performance  of  their 
railroad  duties.  After  the  completion  of  said  terms  of  office  they 
were  to  be  governed  by  the  provisions  of  the  order.  Then  there  was 
a  provision  where  railroad  officers,  attorneys,  and  employees  were 
nominated  for  political  offices,  and  had  become  candidates  therefor 
prior  to  the  issuance  of  the  order,  they  would  be  permitted  to  hold 
and  complete  the  terms  of  office  to  which  they  were  elected  at  the 
then  approaching  November  election. 
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The  Chairman.  The  hour  of  adjournment  having  arrived,  I  be- 
lieve it  is  understood  that  the  brotherhods  are  to  be  heard  next,  and 
to-morrow  morning  at  10  o'clock  we  will  hear  the  brotherhoods.  I 
want  to  state  that  there  are  several  questions  that  we  may  want  to 
bring  out  further  from  you,  Mr.  Hines,  at  some  other  time. 

Director  General  Hines.  I  shall  hold  myself  in  readiness  to  re- 
spond. 

The  Chairman.  One  particular  thing  which  I  desire  to  have  you 
enlarge  upon,  and  which  I  have  not  the  time  now  to  have  you  an- 
swer, is  the  attitude  of  the  public  and  the  States,  under  your  pro- 
posed plan,  which  necessarily  involves  Government  charters  or  na- 
tional charters,  and  therefore  tHe  elimination  of  the  States  in  regu- 
lating and  controlling  as  they  do  in  intrastate  rates,  nationalizing  it 
all;  and  then  the  feature  of  the  monopoly  of  these  corporations. 
They  would  be  monopolistic,  necessarily,  the  attitude  of  the  public 
toward  the  granting  to  private  corporations,  even  under  stringent 
Government  control,  a  monopoly  within  a  given  territory. 

Senator  Cummins.  Mr.  Chairman,  I  have  two  or  three  other  ques- 
tions that  I  want  to  ask  Mr.  Hines,  and  I  have  no  objection  to  what 
you  have  just  announced,  that  the  brotherhoods  shall  be  heard  next, 
but  I  do  not  want  to  be  summarily  disposed  of  in  this  way. 

The  Chairman.  If  you  desire  to  have  Mr.  Hines  come  back  to- 
morrow, in  order  for  you  to  complete  your  examination,  I  will  so 
order. 

Senator  Cummins.  I  am  perfectly  willing  to  defer  it  until  some 
other  time.    I  have  not  very  many  other  questions. 

Director  General  Hines.  I  shall  hold  myself  subject  to  the  call  of 
the  committee. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
Friday,  February  T,  1919,  at  10  o'clock  a.  m.) 


Operating  Income  of  Class  I  Railroads. 

STATEMENT  SUBMITTED  TO  THE  CHAIRMAN  OF  THE  COMMITTEE  ON  INTERSTATE  COM- 
MERCE SHOWING  A  COMPARATIVE  STATEMENT  OF  OPERATING  REVENUE  OF  CLASS  I 
ROADS  FOR  THE  FOUR  MONTHS'  PERIOD  ENDED  APRIL  30,   lOlS. 

Washington,  January  15,  1919. 
Hon.  Ellison  D.  Smith, 

Chairman  Senate  Coiinnittee  on  Interstate  Commerce, 

Washin(/ton,  D.  C. 

My  Dear  Senator  :  Before  my  appointment  as  Director  General  of  Railroads, 
Mr.  McAdoo  requested  that  there  be  submitted  to  your  committee  a  comparative 
statement  showing  earnings  and  expenses  for  the  first  four  months  of  Federal 
control,  and  the  same  four  months  in  the  year  1917,  because  of  the  fact  that 
prior  to  May  21,  1918.  the  same  corporations  which  operated  the  railroads  in 
1917  were  operating  the  properties  as  agents  for  the  Federal  Government.  It 
was  not  until  May  21,  1918.  that  the  director  general  announced  his  policy  of 
having  the  roads  managed  by  the  Federal  managers,  reported  to  the  regional 
directors,  whose  responsibilities  in  return  would  lie  directly  to  the  director 
general. 

I  therefore  attach  herewith  a  statement  of  earnings,  expenses,  and  net  operat- 
ing income  (the  comparable  item  to  the  statutory  income  as  defined  in  the  act 
approved  Mar.  21,  1918)  of  Class  I  roads  for  the  four  months  ended  April  30, 
1918,  as  compared  with  the  same  period  for  the  preceding  year. 

You  will  note  that  with  an  increase  in  operating  revenues  for  the  months 
mentioned  in  1918,  as  compared  with  the  preceding  year,  of  $108,000,000,  there 


984 


EXTENSION  OF  GOVERNMENT  CONTROL  OF  RAILROADS. 


was  an  increase  in  operating  expenses  for  tlie  same  period  of  .$215,000,000,  re- 
sulting in  a  decrease  in  net  operating  income  for  ttie  fonr  months  of  191S,  as 
compared  with  the  same  months  of  1917,  of  $109,000,000. 

It  shonhl  be  borne  in  mind  that  tlie  period  covered  by  this  statement  was 
prior  to  tlie  advances  in  wages  made  effective  by  General  Order  No.  27.  and  its 
supplements,  and  prior  to  the  advance  in  rates  made  elfective  by  General  Order 
No.  28,  so  that  none  of  the  months  of  1918  shov>'n  in  the  above  statement  include 
any  increase  in  back  wages  or  baclv  pay  or  advance  in  rates  put  into  effect  by  the 
director  general ;  and  all  this  was  when  the  corporations  themselves  as  agents 
of  the  director  general  were  operating  the  railroads  through  their  own  otficers. 
Sincerely,  yours. 

Walker  D.   Hines. 


(The  statement  referred  to  by  FUrector  General  Hines  follows:) 

Comparative  siatctnent  of  operating  ineoiiie  of  Class  I  roads  for  the  //  months 

ended  Apr.  30.  1018. 


Item. 

1918 

1917 

Increase. 

Decrease. 

OPERATING   REVENUES. 

Freight                              

$910,519,658 

"274.345.587 

18. 070. 433 

36. 9i9, 400 

34.979.059 

35.214.382 

1.762. 47 1 

526, 492 

$852,117,270 
231.218.002 
20.731.859 
32.581.990 
3o.l21.3<:l 
30.224.297 
.  1. 301.804 
484.426 

$58. 402. 388 
43.127.585 

""4.347' 410 

Mail 

$2,661,426 

142,302 

4.990.086 
460.667 

42,066 

1.311.294.498 

1.202.812.157 

lO8.482.S4i 

OPERATING   EXPENSES. 

170. 254. 157 

280,381.186 

18.245.936 

582. 873.  224 

11,709.298 

33, 780, 314 

1,800,949 

136,  207. 619 
212,974.265 
21.172.113 
479. 478. 734 
10,  .iOsi,  559 
30,821,059 
2,208,660 

33. 956. 508 
67,406,921 

Traffic                   

2,926,177 

112.394.490 

1,200,739 

2,959,255 

407,711 

1,095,443,166 

880,043,719 

215,399,447 

Net  revenue  from  railway  operations . . . 

215,861,332 

322,768,438 

106,917,106 

Railway  tax  accruals  (eKcludin^  "■  war  taxes") 

59,414,701 
207, 712 

55,952,262 
200,382 

3,462,439 
7,340 

168,228,919 

266,615,804 

110,386,885 

Equipment  rents 

'  8, 305, 846 
'4,468,348 

>  8, 940, 027 
'4,320,240 

634, 181 

148, 108 

Net  operating  income 

143,454,725 

25S,  355, 537 

109,900,812 

Ratio  of  operating  expenses  to  operating  rev- 
enues, per  cent 

83.53 
232,951.05 

iz.n 

231,844.60 

1  Debit  item. 
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FRIDAY,    FEBRUARY    7,    1919. 

United  States  Senate, 
Committee  ox  Interstate  Commerce, 

Washington,  D.  C. 
The  committee  met  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
Senator  Ellison,  D.  Smith  (chairman)  presiding. 
The  Chairman.  The  committee  will  come  to  order. 
This  morning  having  been  arranged  as  the  time  for  the  hearing  of 
the  representatives  of  the  brotherhoods,  Mr.  Plumb  will  take  the 
stand  and  begin  his  statement. 

STATEMENT  OF  MR.  GLENN  E.  PLUMB. 

Mr.  Plumb.  Mr.  Chairman  and  gentlemen  of  the  committee,  for 
the  record,  my  name  is  Glenn  E.  Plumb,  of  Chicago,  111.,  a  lawyer. 
I  present  to  this  committee  suggestions  in  connection  with  a  plan  for 
the  reorganization  of  the  railway  industry  at  the  request  of  the  ex- 
ecutives of  the  organized  body  of  railway  employees,  consisting  of 
the  4  railway  brotherhoods  and  10  organizations  affiliated  with  the 
American  Federation  of  Labor.  I  shall  be  followed  by  Mr.  A.  B. 
Garretson,  head  of  the  Brotherhood  of  Railway  Conductors,  who 
is  officially  designated  to  represent  these  organizations  and  to  ex- 
plain to  you  more  fully  than  I  possibly  could  the  attitude  of  the 
executives  of  these  organizations,  the  extent  of  the  interests  which 
they  represent,  and  their  position  in  regard  to  the  suggested  plan 
which  I  offer  to  this  committee. 

The  Chairman.  Mr.  Plumb,  do  you  prefer  to  make  your  state- 
ment consecutively,  without  questions,  or  would  you  as  soon  have 
questions  propounded  to  you  by  members  of  the  committee  during 
your  presentation? 

Mr.  Plumb.  Mr.  Chairman,  naturally  I  believe  an  uninterrupted 
presentation  will  more  clearly  convey  to  the  committee  the  idea 
which  I  have  as  a  whole,  but  also  there  may  be  times  when  I  shall 
have  failed  to  express  clearly  the  point  that  I  am  trying  to  present, 
and  a  question  by  some  member  of  the  committee  intended  to  more 
clearly  elucidate  the  point  would  probably  be  helpful  and  certainly 
will  not  be  objected  to  by  me. 

The  Chairman.  All  right,  sir;  you  may  proceed. 

Mr.  Plumb.  I  have  prepared  and  placed  in  the  hands  of  this  com- 
mittee an  outline,  which  you  will  notice  has  considerable  spare  paper. 
I  thought  it  might  be  helpful  to  have  a  wide  margin,  so  that  you 
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could  make  your  notes  on  the  copy  immediately  opposite  the  point 
in  the  text  that  may  occasion  the  making  of  such  a  note. 

Now,  without  any  preliminaries,  I  want  to  take  up.  first,  two  ob- 
jections which  we  present  to  the  discussion  and  the  plans  already  put 
before  the  committee.  First,  our  objections  to  the  proposed  plan 
for  creating  a  department  of  transportation  headed  by  a  Cabinet 
member. 

The  railway  executives  suggest  as  one  of  the  means  to  be  adopted 
for  the  purpose  of  securing  them  adequate  rates  that  there  be  createa 
R  department  of  transportation,  headed  by  a  secretary,  who  would 
sit  at  the  President's  council  table,  who  should  assume  all  of  the 
executive  duties  now  exercised  by  the  Interstate  Commerce  Commis- 
sion; in  whose  jurisdiction  would  be  centered  rate  regulation  and  the 
fixing  of  wages;  and  who  would  use  the  power  of  the  administration 
to  create  the  necessary  credit  for  the  carriers:  and  that  the  Govern- 
ment adopt  a  fixed  policy  as  to  revenues,  requiring  that  the  influence 
of  the  President,  through  the  secretary  of  transportation,  shall  be 
put  behind  movements  for  increased  rates,  which  shall  be  adequate 
and  sufficient  to  protect  existing  investments  and  to  attract  capital. 

That  is  the  language  of  the  proposition  submitted. 

Mr.  Thom  calls  attention  to  the  fact  that  we  have  a  Postmaster 
General  in  charge  of  the  Government's  activities  in  conducting  our 
Postal  Service;  that  we  have  a  Secretary  of  the  Navy  in  charge  of 
the  Government's  activities  in  this  branch  of  the  service;  that  the 
Secretary  of  War  conducts  the  military  affairs ;  that  we  have  a  Secre- 
tary of  Agriculture,  a  Secretary  of  Labor,  and  that  the  transportation 
industry,  which  is  of  more  vital  importance  to  the  Nation  than  any 
of  the  others  is  entitled  to  a  like  department  administered  by  a  like 
head. 

I  wish  to  call  attention  to  the  fact  that  the  Secretary  of  War  and 
the  Secretary  of  the  Navy  and  the  Postmaster  General  are  engaged 
in  administering  affairs  which  are  entirely  of  public  interest  and  in 
which  no  private  interest  or  private  capital  are  engaged.  They  are 
the  executive  heads  of  these  departments,  held  responsible  for  the 
administration  of  their  several  governmental  functions. 

The  positions  of  Secretary  of  Labor  and  Secretary  of  Agriculture 
are  entirely  separate  and  distinct  from  the  Secretary  of  War,  Navy, 
and  the  Postmaster  General.  Neither  the  Secretary  of  Labor  nor 
the  Secretary  of  Agriculture  is  authorized  to  administer  the  affairs 
of  those  industries.  The  purpose  of  these  departments,  respec- 
tively, is  to  gather  and  disseminate  information  which  would  be 
of  interest  to  labor  and  to  the  public  generally,  and  which  will  assist 
farmers  in  improving  their  lands,  stock,  and  equipment,  in  procuring 
better  seeds  and  diversifying  the  industry,  and  in  giving  information 
as  to  weather  reports  and  other  like  matters.  But  neither  the  Secre- 
tary of  Labor  nor  the  Secretary  of  Agriculture  has  any  power  to  pre- 
scribe rates  for  which  men  shall  work  or  prices  for  which  products 
shall  be  sold.  They  can  not  use  their  influence  to  see  that  adequate 
compensation  is  secured  to  capital  invested  in  agriculture,  by  enforc- 
ing a  governmental  policy  backed  by  the  influence  of  the  President 
of  the  United  States,  so  that  farmers  generally  who  engage  in  agri- 
cultural production  may  be  protected  against  losses,  or  so  that  capital 
may  be  induced  to  enter  this  field  of  production. 
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To  create  such  a  department  of  the  Government  with  a  Cabinet 
member  at  its  head,  authorized  to  enforce  a  governmental  policy 
that  shall  secure  adequate  returns  on  the  capital  invested  in  this 
industry,  would,  in  our  opinion,  be  subverting  the  entire  purpose  of 
our  Government.  It  would  be  regulating  the  people  in  the  interest 
of  capital.  It  would  be  freeing  capital  invested  upon  a  competitive 
basis  from  all  of  the  operating  losses  of  competition,  from  all  of  the 
results  of  imprudence  and  bad  management,  and  placing  all  such 
burdens  upon  the  consuming  public.  It  would  be  regulating  the 
price  which  the  public  must  pay  for  a  public  service  in  the  interest 
of  capital — a  complete  reversal  of  the  theory  of  governmental  regu- 
lation. If  this  be  done  for  the  railways  we  would  soon  be  asked  to 
have  a  regulating  department  to  secure  adequate  returns  for  capital 
invested  in  the  steel  business,  a  like  department  for  the  same  pur- 
pose to  protect  capital  invested  in  the  packing  business,  and  in  short, 
very  quickly  we  would  have  a  sovereign  people  enslaved  by  regula- 
tions to  protect  in  the  hand  of  a  few  the  capital  which  they  had 
accumulated  from  the  labor  of  all. 

Next,  are  objections  to  an  extension  of  the  five-year  period.  The 
railway  problem  presents  a  social  question  which  can  only  receive  a 
political  solution.  So  long  as  interests  exist  in  railways  which  may 
be  extended  by  favorable  legislation  railways  will  be  in  politics. 

The  immediate  issue  now  before  us  is,  "  What  shall  be  done  with  the 
railways  ?  "  Whether  they  shall  be  returned  to  private  ownership  and 
that  system  continued  indefinitely,  or  whether  the  Government  shall 
take  over  the  railways,  and  that  is  a  political  issue. 

In  the  solution  of  this  issue,  there  are  three  separate  and  distinct 
interests — the  interest  of  capital,  the  interest  of  labor,  and  the  public 
interest.    On  many  matters  these  interests  are  not  in  harmony. 

Whatever  the  solution  may  be,  it  must  be  just  to  all ;  otherwise  it 
can  not  be  a  permanent  solution.  The  railways  can  not  be  taken  out 
of  politics  until,  first,  the  interest  of  capital  is  so  fixed  and  deter- 
mined that  it  is  beyond  the  power  of  legislative  enactment  to  enlarge 
or  diminish  that  interest;  second,  until  the  interest  of  labor  is  so 
fixed  and  determined  that  those  employed  by  railways  can  not  be 
used  to  advance  by  their  political  franchise  any  private  interests 
arising  out  of  or  connected  with  their  employment.  Until  such  a 
solution  is  found  and  while  the  present  conflicting  interests  of  labor 
and  capital  are  before  you  to  present  their  various  claims  and  to 
urge  you  to  enact  legislation  for  the  protection  of  their  interests,  it 
is  absolutely  essential  that  neither  those  whose  interests  lie  with 
capital  nor  those  whose  interests  lie  with  labor  shall  have  imposed 
upon  them,  because  of  their  affiliations  with  one  or  the  other,  any 
restriction  in  the  exercise  of  their  civic  liberities  or  their  legitimate 
political  activities. 

I  wish  to  call  your  attention  to  General  Order  No.  48,  issued  by  the 
director  general  October  22, 1918.    By  that  order  it  is  provided : 

That  no  employee  in  the  railway  service  of  the  United  States  shall,  first,  hold 
a  position  as  a  member  or  officer  of  any  political  committee  or  organization 
that  solicits  funds  for  political  purposes;  second,  that  he  shall  not  act  as 
chairman  of  a  political  convention  or  use  his  position  in  the  railway  service  of 
the  United  States  to  bring  about  his  selection  as  a  delegate  to  any  political 
convention ;  third,  that  he  shall  not  solicit  or  receive  funds  for  any  political 
purpose  or  contribute  to  any  political  funds  collected  by  any  official  or  em- 
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ployee  of  any  railway  or  any  official  or  employee  of  the  United  States  or  any 
State ;  fourth,  that  he  shall  not  assume  the  conduct  of  any  political  campaign ; 
fifth,  that  he  shall  not  be  a  candidate  for  nomination  or  election  to  any  political 
office  other  than  a  municipal  office ;  that  for  so  doing  any  of  the  forementioned 
forbidden  things  he  shall  forfeit  his  position. 

The  interests  of  the  employees  in  the  ultimate  solution  of  the  rail- 
way problem,  measured  by  the  financial  returns  to  them,  far  exceed 
the  interests  of  the  security  holders.  In  point  of  numbers  they  repre- 
sent approximately  one  and  a  half  million  voters,  and  with  their 
families  and  dependents,  between  five  and  six  millions  citizens. 

The  unfairness  of  these  restrictions  placed  by  this  order  upon  the 
exercise  of  their  political  rights  will  be  clearly  recognized  if  the 
order  had  read,  that,  first,  no  owner  of  any  railroad  securities  and  no 
official  of  any  railway  corporation  shall  hold  a  position  as  a  member 
or  officer  of  any  political  committee  or  organization  that  solicits 
funds  for  political  purposes;  second,  that  no  such  person  shall  be 
chairman  of  a  political  convention,  or  use  his  position  as  such  official 
of  such  corporation  or  owner  of  such  securities  to  bring  about  his 
selection  as  a  delegate  to  a  j)olitical  convention;  third,  no  such  per- 
son shall  solicit  funds  for  any  political  purposes  or  contribute  to 
any  funds  collected  b}^  an  official  or  employee  of  a  railway  or  an  of- 
ficial or  employee  of  the  United  States  or  any  State;  fourth,  that  he 
shall  not  assume  the  conduct  of  any  political  campaign;  fifth,  that 
he  shall  not  be  a  candidate  for  nomination  or  election  to  any  politi- 
cal office,  other  than  a  municipal  office;  and  that  if  such  owner  of 
railway  securities  violated  any  of  these  prohibitions,  he  should  for- 
feit his  right  to  such  securities. 

Would  the  owner  of  these  securities  submit  to  such  restrictions 
upon  their  civic  rights,  merely  because  they  happened  to  be  inter- 
ested in  the  political  solution  of  the  railway  problem,  by  reason  of 
such  ownership?  Can  you  justly  require  the  employees,  who  have 
equally  important  interests  in  the  political  decisions  of  these  issues 
to  submit  to  like  restrictions  when  the  interests  to  which  they  are  op- 
posed are  freed  from  all  restrictions  upon  their  political  activities  ? 

We  earnestly  protest  that  this  demanded  deprivation  of  the  politi- 
cal rights  guaranteed  to  us  by  the  Constitution  is  a  sufficient  rea- 
son in  itself  why  the  five  years'  extension  asked  for  by  the  Director 
General  should  not  be  granted. 

Senator  Underw^ood.  I  believe  you  said  you  did  not  object  to  a 
question  being  asked  for  information.  I  am  not  informed,  and  I 
ask  this  question  purely  for  information :  Was  that  order  enforced  in 
any  way,  and,  if  so,  to  what  extent? 

Mr.  Pltjmb.  That  order  was  promulgated.  I  believe,  October  22, 
1918,  to  supplant  a  more  drastic  order  promulgated  earlier  in  the 
year;  and  it  is  now,  so  far  as  we  know,  in  force. 

Senator  TTkderwood.  I  know  that  there  were  railroad  men.  both  at- 
torneys and  engineers,  as  well  as  conductors,  who  were  candidates  for 
office.  Did  any  of  these  men  lose  their  positions  by  reason  of  that 
order  ? 

Mr.  Plumb.  No;  because  the  order  excepted  those  who  had  then 
been  nominated,  or  those  who  were  then  serving;  this  order  excepted 
those  men  from  its  effect,  at  the  last  election,  but  that  is  the  only 
exception  that  was  made. 
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Senator  Underwood.  So  that  the  order  stands  for  the  future;  but 
affected  nobody  in  the  past? 

Mr.  Plumb.  Yes. 

Senator  Pomerene.  Did  that  more  drastic  order  apply  to  the 
security  holders? 

Mr.  Plumb.  No;  it  did  not.  It  applied  only  to  those  employed 
in  the  Government  service  of  railways,  and  this  order  does  not  apply 
to  the  employees  of  the  railroad  corporations  which  are  not  in  the 
Government  service;  that  is,  the  corporate  organizations.  The  Su- 
preme Court  said  many  years  ago  in  the  case  of  Minor  v.  Happen- 
sett  (21  Wallace,  162),  in  defining  the  nature  of  the  rights  of 
citizenship,  that: 

The  very  idea  of  a  political  community,  such  as  a  nation  is,  implies  an  as- 
sociation of  persons  for  the  promotion  of  their  general  welfare.  Each  one  of 
the  persons  associated  becomes  a  member  of  the  nation  formed  by  the  asso- 
ciation. He  owes  it  allegience  and  is  entitled  to  its  protection.  AUegience  and 
protection  are  in  this  connection  reciprocal  words,  allegience  for  protection  and 
protection  for  allegience. 

We  must  vehemently  object  to  being  in  any  way  barred  from  the 
full  participation  in  the  affairs  of  this  Nation  in  which  we  are  so 
vitally  interested.  If  this  Government  should  continue  to  demand 
from  us  our  sole  and  whole-hearted  allegience  it  must  give  to  us 
the  same  protection  in  our  political  and  civic  rights  which  it  gives 
to  others  who  may  have  adverse  interests  in  the  determination  of  a 
political  issue.  We  must  have  the  same  opportunity  to  organize  for 
the  accomplishment  of  a  legitimate  political  end  that  our  adver- 
sary enjoys.  We  must  have  the  same  freedom  to  contribute  of  our 
resources  to  procure  legitimate  political  action,  and  we  must  have 
the  same  right  to  select  as  our  representatives  in  the  United  States 
Senate  or  in  any  other  legislative  body  those  who  share  in  our  con- 
victions and  whom  we  deem  best  able  to  give  expression  to  our 
political  beliefs. 

If  an  individual  sins  against  the  law,  let  him  be  punished.  If 
you  fear  that  many  individuals  employed  in  a  certain  industry  may 
abuse  their  political  rights,  provide  adequate  penalties  to  be  inflicted 
upon  the  erring  individuals,  but  do  not  disfranchise  all  employed 
in  that  industry  or  limit  the  full  exercise  of  their  rights  as  citizens. 
The  moment  that  principle  creeps  into  a  government,  democracy 
trembles,  distinctions  in  citizenship  are  established,  and  we  really 
have  a  government  of  classes  recognized  by  the  law. 

For  a  government  erected  by  all  the  people  to  deny  to  a  class  of 
citizens,  that  classification  depending  entirely  upon  the  nature  of 
their  employment,  the  full  protection  of  the  civic  rights  which  it  was 
intended  that  that  government  should  guarantee  to  all,  is  to  alienate 
the  allegiance  of  that  class  and  to  sow  the  seeds  of  discontent  which 
in  due  season  blossom  in  anarchy  and  revolution. 

Senator  McLean.  Mr.  Plumb,  if  that  order  were  revoked  would 
you  still  be  against  the  five-year  extension  ? 

Mr.  Plumb.  I  wanted  to  stop  right  there  to  interpolate  that  very 
point.  This  is  the  only  objection  Avhich  we  have  urged  against  the 
five-year  extension,  and  as  the  five-year  extension  was  first  proposed 
our  concept  of  it  was — we  may  have  been  mistaken,  but  this  was  what 
we  conceived  it  to  be — an  extension  to  cover  a  period  during  which 
there  should  be  found  a  political  solution  of  the  social  issue  presented. 
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a  period  fixed  during  which  the  people  of  the  United  States  might 
determine  what  was  to  be  done  with  the  railroads;  and  during  that 
period,  under  this  order,  we  would  have  been  precluded  from  partici- 
pating to  the  full  extent  of  our  constitutional  rights  in  the  solution  of 
that  question.  We  felt  that  we  could  not  agree  to  leave  to  the  public 
and  the  financial  interests  absolute  freedom  to  determine  the  political 
issue,  while  we,  with  greater  interests  than  the  financial  interests, 
were  limited  in  that  participation.  If  this  objection  were  removed 
so  that  we  might  have  the  same  freedom  to  exercise  our  political 
rights  that  all  others  interested  in  the  problem  might  have,  so  that  we 
were  not  debarred  from  participation  in  the  final  solution,  then  I 
would  frankly  say  that  our  objections  to  the  five-year  extension  would 
be  eliminated. 

And  I  want  to  say  this  in  regard  to  Mr,  Hines's  testimony:  His 
arguments  in  favor  of  this  five-year  extension,  to  my  mind,  and  to  the 
minds  of  my  associates  with  whom  I  have  had  opportunity  to  confer, 
are  very  cogent.  I  deem  it  no  reflection  upon  the  capacity  of  the 
Congress  to  consider  that  21  months  or  two  years  will  hardly  afford 
sufficient  time  for  a  complete  solution  of  that  problem.  On  the  con- 
trary, with  the  knowledge  which  we  have  of  the  ramifications  of  this 
question,  it  would  seem  that  anyone  who  assumes  that  it  can  be  dis- 
posed of  offhand  within  a  year,  or  even  two  years,  has  not  the  full 
knowledge  of  the  difficulties  to  be  overcome  that  some  of  us  have. 
The  problems  are  not  insoluble ;  they  can  be  solved,  but  they  are  ex- 
tremely complicated,  and  to  do  justice  to  all  of  the  interests  involved 
will  require  a  more  profound  study  of  the  situation  than  any  man  or 
any  body  of  men  has  yet  made  that  has  appeared  before  this  com- 
mittee. 

Senator  McLean.  Have  you  had  any  intimation,  or  have  the  or- 
ganizations which  you  represent  had  any  intimation,  that  this  order 
will  be  revoked  ? 

Mr.  Plumb.  I  have  no  such  intimation,  but  I  am  impressed  with 
this :  Mr.  Hines,  in  his  presentation  to  this  committee,  impressed  me 
and  my  associates  with  his  supreme  fairness  in  facing  every  question 
which  he  discussed.  He  seemed  to  be  absolutely  fair  and  impartial 
in  his  attitude  toward  every  question  and  every  questioner.  We 
have  here  set  forth  our  objections  to  that  extension,  unless  this  order 
is  removed. 

Senator  McLean.  I  have  heard  it  intimated  that  it  would  be. 
That  is  why  I  asked  you  the  question. 

Mr.  Plumb.  I  have  not  heard  that ;  but  if  Mr.  Hines's  attitude  on 
all  other  questions  which  he  has  discussed  can  be  taken  as  a  fair 
index  of  his  attitude  on  this  question,  it  does  seem  to  me  that  there 
is  hope  for  an  elimination  of  this  objection. 

Senator  Underwood.  Let  me  ask  you  a  question  there:  Have  you 
ever  known  a  great  economic  and  political  question,  such  as  the  one 
that  confronts  us  now,  to  be  entirely  worked  out  and  perfectly  solved 
the  first  time  that  a  legislative  body  attempted  to  function  in  refer- 
ence to  it? 

Mr.  Plumb.  No,  Senator;  I  never  have. 

Senator  Underwood.  Tlie  experience  of  the  world  is  that  it  takes 
time  and  trials  to  work  out  a  perfect  solution. 

Mr.  Plumb.  It  does. 
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Senator  Underwood.  Now,  do  you  think  that  the  legislative  body 
should  be  dormant  and  attempt  to  do  nothing  for  five  years,  merely 
to  allow  the  public  opinion  to  reach  a  conclusion  that  may  or  may  not 
be  a  false  conclusion,  or  do  you  think  it  is  better  for  us  to  attempt 

Senator  Robinson  (interposing).  Senator,  may  I  interpolate  a 
question  there? 

Senator  Underwood.  Yes. 

Senator  Robinson.  Do  either  you.  Senator  Underwood,  or  Mr. 
Plumb,  understand  that  the  proposition  to  extend  the  present  Federal 
control  for  a  period  of  five  years  implies  that  Congress  shall  be  in- 
active in  the  meantime  and  shall  fail  to  take  such  action  as  it  prop- 
erly can  take  for  the  solution  of  this  question? 

Senator  Underwood.  I  was  not  referring  to  the  five-year  proposi- 
tion, but  I  understood  that  Mr.  Plumb's  suggestion  was  that  a  year 
or  two  years  would  not  be  sufficient  time  in  which  the  public  senti- 
ment could  be  fathomed  and  a  final  solution  of  this  question  worked 
out ;  and  my  question  was  directed  not  to  the  proposal  of  the  admin- 
istration, but  to  your  suggestion,  Mr.  Plumb,  that  it  would  take 
more  time,  and,  therefore,  I  asked  you  if  you  thought  it  was  wise 
for  Congress  to  sit  dormant  until  that  much  time  had  elapsed  before 
we  attempt  to  exercise  the  legislative  functions  in  reference  to  this 
matter  ? 

Mr.  Plumb.  Senator  Underwood,  I  believe  that  Congress  should 
get  busy  right  now  and  begin  its  study  of  this  situation.  Now,  any 
program  that  is  adopted  involves  two  different  elements.  One  is 
the  adjustment  of  existing  property  rights.  The  other  is  the. pro- 
tection of  the  public  interest.  There  must  be  sufficient  study  given 
to  the  problem  so  that  in  the  adjustment  of  existing  private  rights 
you  will  not  violate  the  Constitution  and  attempt  to  exercise  a  con- 
trol over  those  private  rights  which  Congress  does  not  possess.  So 
far  as  determining  public  policies  is  concerned,  Congress  does  create 
and  establish  public  policy,  and  that  may  be  changed  from  time  to 
time  as  the  exigencies  of  the  situation  reyjuire;  but  you  can  not,  in 
fixing  private  rights,  adopt  a  policy  which  will  deprive  property 
owners  of  a  vested  right,  and  carry  it  through,  because  they  will 
have  the  law  declared  unconstitutional.  I  do  not  expect  that  this 
Congress,  or  any  other  Congress,  for  the  next  hundred  years,  will 
develop  a  perfect  system  of  railway  control;  but  we  must  start  out 
with  a  fundamental  proposition  which  does  not  violate  the  consti- 
tutional limitations  provided  for  the  protection  of  private  rights. 

Senator  Underwood.  That  was  not  exactly  what  I  asked  you.  I 
am  not  in  conflict  with  what  you  say  there;  but  I  wanted  to  under- 
stand your  position,  as  representing  the  interests  that  jou  come  here 
to  represent.    It  is  not  that  we  should  cease  to  act? 

Mr.  Plumb.  Oh,  no;  that  you  should  continue  to  act  as  rapidly, 
as  energetically,  and  as  industriously  as  possible,  and  if  the  problem 
is  more  easy  of  solution  than  many  of  us  contemplate  and  you  can 
reach  a  determination  within  one  year  or  two  years,  then  an  exten- 
sion granted  should  be  subject  to  that  determination  and  should  end 
when  that  determination  shall  have  been  reached. 

Now,  answering  your  question,  Senator  Robinson,  the  extension  of 
time  does  not  involve  the  determination  of  any  policies  whatsoever; 
it  merely  protects  for  an  ad  interim  period  the  interests  of  all,  so 
that  none  may  suffer  while  we  are  reaching  a  solution ;  and  when  the 
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solution,  as  I  have  just  said  to  Senator  Underwood,  is  determined, 
that  period  should  cease,  be  it  one  year  or  five. 

Senator  Robinson.  Now,  I  agree  with  you  upon  that  point  en- 
tirely; if  the  problem  could  be  worked  out  within  two  months  to  the 
satisfaction  of  Congress  and  of  the  public,  it  ought  to  be  done  within 
that  time. 

Mr.  Plumb.  It  ought  to  be  done  within  that  time. 

Senator  Robinson.  But  if  it  can  not  be  done  within  the  time  re- 
maining, and  Congress  wants  to  preserve  the  existing  status  in  order 
to  enable  it  or  help  it  in  enacting  proper  legislation,  it  might,  with 
propriety,  extend  the  period? 

Mr.  Plumb.  I  deem  that  the  succeeding  Congress  will  have  all  the 
power  to  extend  this  period  that  this  Congress  possesses. 

Senator  Robinson.  Yes;  I  agree  with  you.  The  extension  of  the 
period  would  no  more  imply  inaction  on  the  part  of  Congress  than 
the  existence  of  the  present  control? 

Mr.  Plumb.  Not  at  all. 

Senator  Robinson.  The  policy  of  everybody  who  believes  that 
present  conditions  and  those  that  existed  under  former  private  own- 
ership are  not  and  Avere  not  satisfactory  is  that  Congress  shall  pro- 
ceed as  speedily  as  may  be  to  the  working  out  of  the  problems,  and 
that  without  regard  to  whether  the  time  be  extended  or  not.  There 
may  be  some  who  think  that  a  prolongation  of  the  period  of  Federal 
control  to  five  years  would  tend  to  relax  the  tension  that  already 
exists  in  Congress,  and  thus  somewhat  delay  the  solution  of  it,  but 
nobody,  so  far  as  I  know,  believes  that  if  the  period  should  be  ex- 
tended beyond  that  now  authorized  by  law.  Congress  should,  by  rea- 
son of  that,  fail  to  continue  its  activities  and  studies  on  this  subject. 

Mr.  Plumb.  We  do  not  believe  so. 

The  Chairman.  Mr.  Plumb,  let  me  ask  you  this  question:  You  be- 
lieve that  it  will  be  infinitely  better  while  Congress  is  addressing 
Itself  to  the  solution  of  this  question  for  the  roads  to  remain  under 
the  present  status  rather  than  to  be  turned  back  under  the  old  status 
pending  that  solution  ? 

Mr.  Plumb.  I  do  believe  so,  for  reasons  which  Mr.  Hines  gave  and 
also  for  additional  reasons,  especially  affecting  labor.  You  gentle- 
men have  heard  the  testimony  given  here  by  the  railway  executives 
that  they  believe  the  level  of  wages  established  under  Government 
control  was  not  too  high;  that  labor  was  entitled  to  the  general  level 
of  wages  fixed ;  but  no  one  of  them  could  or  can  assure  you  that  that 
status  would  be  continued  if  the  roads  were  turned  back  to  private 
control.  As  I  remember,  one  of  the  witnesses  for  the  executives  said 
that  he  velieved  the  question  of  wages,  if  turned  back  to  private  con- 
trol, would  be  determined  by  the  law  of  supply  and  demand.  We  all 
know  what  that  means  when  applied  to  a  monopolistic  employment 
and  an  organized  body  of  employees.  It  does  not  mean  the  law  of 
supply  and  demand  at  all. 

Senator  La  Follette.  It  means  a  trial  of  strength. 

Mr.  Plumb.  It  merely  means  a  trial  of  strength  and  of  overruling 
necessity — nothing  else.  Now,  we  believe  that  if  there  be  the  stabil- 
ity that  will  be  insured  by  an  extension  until  Congress  can  determine 
this  question,  certainly  the  public  will  not  suffer,  labor  will  not  suffer, 
and  the  security  holders  will  not  suffer;  but  if  there  comes  a  turning 
back  to  private  control,  and  the  disruption  of  thi'^  industry  back  to  its 
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!2,000-odd  integral  parts,  they  can  not  survive;  and  they  say  they  can 
not  survive  unless  there  be  an  increase  of  rates  to  overcome  the 
increased  expenses,  which  means  a  loss  to  the  public.  If  they  do 
not  inflict  that  loss  upon  the  public,  then  there  will  be  a  correspond- 
ing loss  to  the  security  holders  and  labor.  Now,  if  we  can  continue 
this  status  Avithout  an  increased  burden  on  the  public,  and  withof 
decreasing  the  returns  to  labor,  and  with  the  assured  returns  no\, 
given  to  capital,  certainly  we  will  have  a  stabilized  situation. 

The  Chairman.  Mr.  Plumb,  do  you  not  believe  that  if  the  railroads 
and  the  public  were  to  thoroughly  understand  that  the  present  status 
would  obtain  until  Congress  had  worked  out  whatever  solution  in  its 
judgment  is  necessary  for  the  proper  adjustment  of  this  problem, 
that,  in  itself,  would  tend  to  stabilize  and  to  allay  any  unrest,  know- 
ing that  in  any  event  the  old  order  would  be  modified  to  meet  what, 
in  our  judgment,  was  necessary;  and,  in  the  meantime,  the  present 
status  remained,  be  it  long  or  short;  that  before  ever  we  change  the 
present  status,  that  we  propose  to  work  out  this  solution,  and  when  it 
was  worked  out  then  it  would  supersede  this  situation ;  do  you  not 
believe  that  would  tend  to  stabilize  conditions? 

Mr.  Plujmb.  I  l)elieve  it  would,  and  I  believe  the  public  urge  to 
reach  a  solution  would  prevent  any  delay  on  the  part  of  Congress. 
The  public  feels,  labor  feels,  and  I  am  not  sure  but  that  some  of  the 
Members  of  Congress  feel  that  the  railroads  are  getting  more  than 
they  are  entitled  to  under  the  present  situation.  Now,  if  that  is  the 
feeling  of  the  public,  then  they  are  going  to  say,  "End  this  situation 
just  as  quickly  as  you  can  by  giving  us  something  better.  Do  not 
turn  us  back  to  former  chaos,  but  bring  a  solution  out  of  it  that  will 
be  just  to  all  interests;"  and  if  there  is  any  delay  on  the  part  of  Con- 
gress or  any  of  the  interests  seek  to  delay  and  to  continue  this  status 
they  will  feel  the  effects  of  public  opinion  opposing  that  delay  imme- 
diately. 

Now,  I  wish  to  take  up  Government  ownership. 

In  discussing  the  advantages  or  disadvantages  of  Government  own- 
ership I  have  considered  the  propositon — and  I  desire  to  have  you 
also  consider  it — as  entirely  apart  and  distinct  from  all  questions  of 
operation  and  regulation. 

Considering  first  the  power  of  the  Government  to  own  these  pub- 
lic utilities,  that  power  is  inherent  in  the  State,  as  held  by  the 
Supreme  Court  in  Olcott  v.  Supervisors  (83  U.  S.,  678),  where  the 
court  held  that  railroads  were  in  their  very  nature  public  highways, 
stating : 

They  'lave  always  Ixh'ii  irovcnuueiital  affairs,  and  it  lias  always  been  recog- 
nizer! as  one  of  the  most  iiMi)()rtant  duties  of  the  State  to  provide  and  care 
for  them. 

And  in  Smyth  v.  Ames  (169  IT.  S.,  466,  p.  544)  the  court  said: 

A  railroad  is  a  public  highway  and  none  the  less  so  because  constructed  and 
maintained  through  the  agency  of  a  corporation  deriving  its  existence  and 
power  from  the  State.  Such  a  corpoi-iition  was  created  for  public  purposes; 
it  performs  a  function  of  the  State. 

This  function  of  establishing  national  public  highways  has  been 
undoubtedly  conferred  upon  the  Federal  Government  by  the  States, 
in  adopting  the  Federal  Constitution,  where  authority  is  conferred 
upon  Congress  to  establish  post  roads.  The  granting  of  this  power 
to  the  Federal  Government  carries  with  it  fidl  authority  to  exercise 
117900— 19— vor.  1 6:^ 
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every  power  that  may  be  necessary  or  incident  to  the  establishment 
of  post  roads  and  necessarily  includes  every  authority  which  has 
been  granted  by  the  various  States,  or  could  be  granted  by  the  Fed- 
eral Government,  to  a  corporation  for  such  purposes.  No  form  of 
Government  could  grant  to  a  corporation  created  by  it  for  the  pur- 
pose of  acting  as  an  agent  to  perform  the  functions  of  that  Govern- 
ment any  power  or  authority  which  the  Govermnent  itself  could  not 
have  exercised  had  it  chosen  to  perform  that  function  directly  in- 
stead of  through  a  created  agent,  since  it  could  not  grant  to  such  a 
corporation  a  power  which  it,  itself,  did  not  possess. 

The  ends  to  be  achieved  by  a  proper  solution  of  the  railway  prob- 
lem are,  first,  adequate  and  efficient  service ;  second,  adequate  security 
and  return  to  the  owners  on  the  capital  invested,  and  third,  assurance 
to  the  public  that  no  more  shall  be  charged  for  that  service  than  is 
necessary  to  meet  the  requirements  of  the  first  two  conditions ;  that  is, 
stated  in  another  waj^,  the  cost  of  the  service  shall  not  include  any 
expenditures  which  are  unnecessary  to  procure  the  required  results. 
This  means,  that  if  the  same  results  can  be  obtained  by  one  method 
at  less  cost  than  like  results  can  be  obtained  by  another  method, 
that  method  which  is  most  economical  in  producing  the  desired  re- 
sult should  be  chosen  in  the  interest  of  the  general  public. 

Now,  we  come  to  consider  Government  ownership  from  the  in- 
vestors' standpoint. 

Assuming,  for  the  purpose  of  this  discussion,  that  a  valuation  of 
the  properties  of  the  railway  companies  has  been  agreed  upon,  and 
that  the  amount  of  capital  required  either  under  private  ownership 
or  governmental  ownership  was  identical,  the  demands  of  the  in- 
vestor are  fully  met  when  he  obtains  complete  security  with  ade- 
quate returns.  The  more  complete  tlie  security,  the  lower  the  rate 
of  return  which  meets  his  demand.  The  security  offered  by  a  Gov- 
ernment bond  is  universally  considered  so  nuich  more  ample  than 
a  security  offered  by  a  corporation  created  by  that  Government  that 
the  rate  of  return  demanded  by  the  oAvners  of  such  securities  as  an 
inducement  for  their  investment  varies  by  a  higli  percentage.  The 
Government  can  finance  its  undertakings  on  a  rate  of  return  any- 
where from  "2.5  to  50  per  cent  below  the  rate  demanded  by  investors 
when  the  same  undertaking  is  financed  by  private  corporations. 
Consequently,  it  is  manifest  tliat  the  difference  between  the  cost  of 
the  capital  invested  in  properties  under  Government  ownership  and 
a  like  amount  of  capital  invested  under  private  ownership  is  an  un- 
necessary expense  (other  things  being  equal),  and  unless  fully  com- 
pensated for  by  other  economies  made  p(  ssible  under  private  owner- 
ship, which  are  not  possible  under  Government  ownership,  should 
determine  the  question  in  the  interest  of  the  public  generally,  as  well 
as  in  the  interest  of  the  investors,  who  require  absolute  security  for 
their  capital  invested  with  a  return  guaranteed  thereon,  commensu- 
rate with  the  security. 

With  all  increases  in  the  return  required  by  reason  of  the  hazard 
of  the  investor  totally  eliminated,  such  an  ownership  would  make 
the  securities  absolutely  stable.  With  all  speculative  interests  elimi- 
nated therefrom,  the  only  fluctation  in  value  would  be  those  fluctua- 
tions which  necessarily  ai'ise  from  a  variation  in  the  current  interest 
rates.  iVs  rates  of  interest  generally  and  universally  become  higher, 
the  securities  would  be  correspondingly  depressed,  and  as  rates  be- 
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come  lower  the  securities  would  be  correspondingly  advanced.  But 
such  fluctuations  that  do  not  affect  the  guaranty  back  of  the  security 
are  very  slight  and  when  extended  over  a  long  period  of  years  are 
practically  negligible. 

Assuming,  for  the  purpose  of  illustration,  that  the  value  of  these 
railroad  properties,  either  for  private  oAvnership  or  Government 
ownership,  should  be  fixed  at  $20,000,000,000 — which  amount,  by 
the  way,  I  do  not  mean  to  intimate  is  anything  like  the  true  value — 
this  amount  of  money  could  undoubtedly  be  secured  by  the  Govern- 
ment in  long-time  obligations  at  a  rate  not  to  exceed  4  per  cent  if 
free  from  income-tax  obligations,  4^  per  cent  subject  to  such  ob- 
ligations. If  this  amount  were  secured  by  private  corporations  whose 
securities  could  not  be  free  from  income-tax  requirements,  not  less 
than  6  per  cent — more  likely  7  per  cent — would  be  exacted  as  com- 
pensation for  use  of  the  money  so  employed.  This  would  mean 
an  annual  saving  under  Government  ownership  in  the  cost  of  capital 
of  from  four  to  six  hundred  million  dollars,  an  amount  equivalent  to 
at  least  10  per  cent  of  the  total  income  of  those  properties  under 
present  conditions,  and  which,  if  saved,  would  permit  a  reduction  of 
10  per  cent  in  the  current  rates  for  transportation. 

Xow,  on  the  political  effect  of  Government  ownership  of  security 
holdings:  If  private  capital  were  invested  in  these  Government 
securities  in  an  amount  sufficient  to  finance  the  undertaking  and  such 
investments  were  represented  by  bonds  for  a  long  term  of  years,  with 
a  fixed  return  stated  in  the  bond,  owners  of  such  securities  could 
in  noAvise  benefit  by  any  political  action.  They  could  not  increase 
their  interest  nor  increase  their  rate  of  return  by  any  privilegeb 
which  Congress  might  be  induced  to  grant.  Their  status  would  b& 
fixed.  They  would  have  no  purpose  to  be  served  by  attempting  to- 
influence  Members  of  Congress  or  State  legislative  bodies,  and  no 
profit  could  accrue  to  them  by  maintaining  a  lobby  to  protect  a 
speculative  interest,  for  they  would  possess  no  speculative  interest. 
The  importance  of  keeping  before  Congress  legislation  affecting  the 
financial  interest  in  railways  M'ould  be  forever  eliminated. 

If  all  of  the  railroads  within  the  United  States  were  now  owned 
by  the  Government  as  one  single  system,  all  of  the  difficulties  now 
arising  by  reason  of  diverse  ownership  under  varying  charters  and 
under  the  laws  of  the  different  State  jurisdictions  would,  by  that  very 
fact,  cease  to  exist.  All  conflicts  between  State  and  Federal  authority 
would  be  eliminated. 

I  take  up  later  a  proposition  affecting  the  State  utility  commis- 
sions. 

Now,  we  propose  a  method  of  local  control  over  extensions. 

A  method  would  be  provided  for  the  extension  of  such  lines  into 
new  territory,  not  only  by  the  expenditure  of  capital  funds  by  the 
Government,  but  also  by  the  exercise  of  the  power  of  taxation  upon 
the  territory  benefited,  whereby  it  would  be  made  to  contribute  its 
portion  of  the  cost  of  the  extensions  somewhat  commensurate  with 
the  increase  in  value  which  the  land  within  that  territory  would 
realize  by  reason  of  the  construction  of  such  extension.  This  can 
not  be  done  under  private  ownership.  The  public  faith  and  credit 
can  no  longer  be  extended  to  aid  the  construction  of  roads  by  private 
corporations,  but  such  restrictions  upon  the  exercise  of  the  taxing 
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power  by  special  assessments  or  otherwise  would  not  exist  were 
these  public  agencies  constructed  and  owned  by  the  Government 
itself. 

It  would  be  possible  and  desirable  to  provide  that  if  a  certain 
territory  desired  an  extension  and  was  willing  to  tax  itself  for  the 
full  cost  of  construction  the  obligation  on  the  part  of  the  Federal 
Government  to  supply  such  extension  would  be  imperative.  If  the 
territory  particularly  interested  did  not  desire  to  assume  the  entire 
cost  but  would  assume  a  portion  of  the  cost,  then  the  building  of 
such  extension  would  be  discretionary.  There  might  arise  a  par- 
ticular occasion  where  the  public  welfare  might  require  the  building 
of  an  extension  through  territory  which  would  receive  no  benefit 
therefrom.  In  that  case  the  total  cost  of  construction  should  fall 
upon  the  public  for  whose  benefit  the  extension  was  made.  Of  course 
any  expenditure  made  for  extensions  out  of  funds  provided  by  taxa- 
tion could  not  be  capitalized;  nor  could  payments  for  extensions  or 
improvements  made  out  of  operating  revenues  be  capitalized. 

I  want  to  suggest  there  a  little  further  detail  in  that  plan.  If 
a  territory  felt  that  it  needed  a  railroad  and  would  organize  and 
present  its  petition  to  the  corporation  which  I  will  outline  hereafter 
for  such  extension  and  would  apply  under  a  law  providing  for  a 
special  assessment  to  be  levied  upon  its  property  for  the  purpose  of 
building  the  extension,  I  think  that  should  be  imperative. 

The  Government  should  then  supply  that  local  demand.  If  a 
territory  desired  an  extension  which  might  be  largely  beneficial  to 
the  territory  and  also  beneficial  to  the  public,  let  that  territory  or- 
ganize itself  and  apply  to  the  corporation  to  have  the  public  and 
private  benefits  assessed.  The  corporation  or  the  committee  created 
for  that  purpose  would  make  its  finding.  If  that  finding  were  ac- 
cepted by  the  territory  and  approved  by  the  Interstate  Commerce 
Commission,  then  the  building  of  that  line  should  be  obligatory.  If 
the  corporation  originated  an  extension  which  was  purely  for  the 
benefit  of  the  public  service,  then  it  should  present  its  plan  of  origi- 
nation to  the  Interstate  Commerce  Commission,  and  on  approval  by 
the  Interstate  Commerce  Commission  it  should  be  authorized  to  build 
that  extension. 

Now  I  come  to  the  question  of  private  as  against  governmental 
operation. 

It  seems  to  be  the  consensus  of  opinion  that  private  operation  is  to 
be  preferred  to  Government  operation  for  almost  every  reason. 
First,  to  take  the  roads  out  of  politics.  That  is  one  of  the  reasons 
urged.  We  do  not  deem  that  private  operation  as  heretofore  organ- 
ized would  take  the  roads  out  of  politics:  consequently  we  are  merely 
mentioning  that  reason.  Second,  to  promote  efficiency.  Third,  to 
prevent  carelessness  in  regard  to  expenditures,  which  frequently, 
almost  habitually,  accompanies  Government  operation.  The  last 
two  of  those  objects  we  feel  have  very  great  weight  and  merit. 

Assuming  that  the  Government  owned  these  properties  and  financed 
their  acquisition  by  capital  expenditures  covering  construction  and 
equipment,  and  including  in  such  financing  the  requisite  amount  of 
capital  required  as  working  capital,  then  the  operating  corporation 
would  not  be  required  to  furnish  any  capital  whatsoever.  It  would 
be  an  operating  organization  whose  sole  function  would  be  to  use 
tools  placed  in  its  hands,  to  wit,  the  road  and  its  equipment,  and 
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the  working  capital  at  its  comiiiand,  in  such  manner  as  to  pro- 
duce the  highest  possible  efficiency  and  economy  consistent  with 
good  service.  I  submit  that  this  can  best  be  obtained  by  a  single 
corporation  charged  with  the  duty  of  ojierating  all  of  these  lines. 
But  it  will  be  suggested  that  a  single  corporation  eliminates  the 
possibility  of  preserving  the  okl  competitive  system  of  operating, 
which,  it  is  alleged,  was  the  only  spur  to  efficiency,  and  with  com- 
petition eliminated  every  incentive  to  efficiency  and  economy  of 
operation  Avould  be  lost,  and  that  such  a  single  corporation  would 
have  no  advantage  over  Government  operation  in  this  regard. 

Let  us  analyze  this  objection  and  see  if  it  is  tenable.  Under  the 
old  system  of  competitive  operation,  the  main  object  of  competition 
was  to  increase  the  return  which  the  capital  invested  therein  might 
obtain.  Efficiency  and  good  service  were  mere  by-products  of  profit- 
able operation.  It  is  immediately  recognized  by  all  railroad  ex- 
perts that,  up  to  a  certain  point,  expenditures  to  promote  efficiency 
will  increase  the  net  returns.  Beyond  that  point  where  the  maxi- 
mum employment  of  transportation  has  been  induced  at  the  lowest 
possible  cost,  any  further  expenditure  to  increase  efficiency  results- 
in  diminishing  net  returns,  because  the  total  increase  in  the  amount 
of  transportation  does  not  keep  pace  with  the  increased  expendi- 
tures made  necessary  by  increased  efficiency.  Or  as  stated  in  the 
terminology  of  utility  experts,  when  a  connnunity  has  become  satu- 
rated with  the  service  offered — that  is,  when  it  has  absorbed  all  of 
the  service  which  its  necessities  require — any  further  increase  in 
the  expense  of  operation  and  efficiency,  to  induce  greater  absorp- 
tion of  service,  is  uneconomic  and  unwarranted. 

We  must  recognize  that  capital  is  merely  a  tool  for  production. 
In  the  hands  of  one  man  or  group  of  men  it  may  atford  efficiency 
and  produce  great  results — in  the  hands  of  another  man  or  group 
of  men  it  may  produce  markedly  lesser  results.  In  both  cases  the 
efficiency  in  the  use  of  the  tool  depends  entirely  upon  the  skill  and 
ability  of  the  user  and  not  upon  the  inherent  merits  of  the  tool  itself. 
If  the  owner  of  the  capital  is  guaranteed  a  fixed  return  upon  his- 
investment,  which  is  not  increased  by  the  skill  of  those  who  use 
it,  nor  diminished  by  the  lack  of  skill  of  the  users,  then  the  owner  of 
that  capital  becomes  a  wholly  disinterested  spectator  of  the  way  in 
which  it  is  being  used.  It  is  skill  and  ability  alone  that  produce 
the  varying  results,  and  it  is  skill  and  ability  alone  that  should  be 
compensated  when  these  residts  meet  with  success. 

Now,  I  suggest  a  plan  of  organization. 

I  would  suggest  for  your  consideration  an  operating  corporation 
where  operating  ability  would  constitute  its  sole  capital.  We  would 
recognize  as  operating  ability  the  skill,  industry,  and  application  of 
every  employee,  from  president  down  to  office  boy.  This  is  the 
organication'which  Mr.  Thom  defined  as  meaning  the  human  capac- 
ity to  efficiently  perform  the  service,  is  distingueshed  from  the  capac- 
ity of  finance  to  perform  the  service.  Such  a  corporation  requires 
no  capital.  It  should  be  organized  under  a  Federal  law.  It  should 
be  authorized  to  take  and  hold  and  operate  these  properties  under 
the  full  regulatory  power  of  the  Government,  to  whom  it  should 
account  for  all  of  its  operations  and  expenditures.  It  shoidd  be 
required  to  meet  all  costs  of  operation  and  fixed  charges  upon  the 
capital  employed  which  had  been  guaranteed  by  the  Government. 
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A  certain  agreed  percentage  of  the  net  results  of  operation  should 
belong  to  this  corporation.  The  stock  of  this  corporation  should 
be  held  in  trust  for  the  benefit  of  the  employees. 

The  earnings  of  the  ( orporation  should  constitute  a  trust  fund  to 
be  declared  as  a  dividend  upon  the  amounts  paid  to  the  labor  which 
it  employs,  every  employee,  again  from  president  to  office  boy,  re- 
ceiving that  proportion  of  this  trust  fund  which  his  annual  wage 
bore  to  the  total  annual  compensation  of  all  employees.  The  affairs 
of  this  corporation  should  be  administered  by  a  board  of  directors, 
w^iich  we  suggest,  merely  tentatively,  should  be  selected  in  the  follow- 
ing manner :  One-third  of  the  directors  to  be  elected  by  the  classified 
employees  below  the  grade  of  appointed  officials ;  that  is,  the  operat- 
ing force;  one-third  by  the  appointed  officers  and  employees;  the 
fi.nal  third  being  appointed  by  the  President  of  the  United  States,  of 
course,  with  the  approval  of  the  Senate.  This  board  of  directors 
.should  have  power  to  appoint  all  officers  from  president  down  to  the 
point  where  employment  begins  by  classification,  and  to  prescribe 
the  conditions  of  employment  and  classification  of  all  other  em- 
ployees. 

The  greatest  incentive  to  human  action  are  hope  and  fear.  Hope  is 
the  inborn  desire  of  every  man  to  better  his  condition,  strengthen  by 
a  reasonable  belief  that  he  will  receive  a  greater  reward  for  his 
services.  Fear  is  the  constant  apprehensions  that  present  conditions 
nuiy  be  made  worse  or  that  there  may  be  a  future  loss  in  the  present 
reward  for  service.  Fear  impels  one  to  conceal  a  disregard  of  duty ; 
hope  impels  one  to  eliminate  all  lapses  and  to  merit  confidence  and 
reward. 

Under  the  old  system  of  private  ownership  and  operation,  the  hoi)e 
of  increased  returns  actuated  only  those  individuals  employed  in  the 
service  who  might  reasonably  be  expected  to  share  in  those  returns. 
All  other  employees  were  merely  actuated  by  fear  that  they  might 
lose  their  jobs,  or  might  face  an  actual  or  relative  decrease  in  wages. 
Fear  is  the  poorest  incentive  on  which  to  1)uild  efficiency  or  economy. 
-Hope  is  the  strongest  incentive  to  achieve  these  results.  Fear  is  the 
incentive  of  slaves:  hope  the  inspiration  of  free  men.  I  would  ex- 
tend this  inspiration  to  every  employee  from  the  chief  executive  of 
the  organization  to  its  humblest  servant.  I  would  have  each  one 
assured  that  he  must  reap  his  fair  share  of  what  was  produced  by 
the  efficiency  and  economy  of  all,  and  have  him  realize  that  unless 
he  performed  his  full  share  in  i^reserving  efficiency  and  economy,  he 
must  inevitably  receive  a  less  return  for  his  service. 

Such  an  organization  would  promote  a  morale  among  employees 
that  has  never  been  approached  in  any  industrial  enterprise.  It 
would  supplant  the  old  system  of  competition  under  which  the  profits 
of  the  laborer's  industry  went  to  another,  and  in  which  he  could 
never  hope  to  share,  by  a  new  systeui  where  the  profit  of  his  in- 
dustry would  accrue  to  himself  alone,  where  all  employees  were  united 
by  a  common  purpose,  all  working  toward  a  couimon  end.  inspired 
by  the  same  motives,  by  the  same  incentives,  and  with  no  opportunity 
for  a  division  of  interest,  and  no  apprehension  that  another  would 
reap  what  he  had  sown. 

We  suggest  a  plan  for  settlement  of  wage  disputes. 

We  would  suggest  that  a  wage  board  and  boards  of  adjustment 
analogous  to  the  present  boards  existing  under  the  Director  General 
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of  Railways  should  be  oroani^ed  with  authority  to  hear  all  disputes 
arising  out  of  wages,  conditions  of  labor,  or  any  other  matter  con- 
nected with  the  employment  of  those  engaged  as  classified  employees ; 
also  all  questions  arising  in  connection  with  the  salary  or  services 
of  appointed  emploj^ees;  that  these  boards  should  investigate  such 
complaints  or  disputes  and  that  the  decisions  of  those  boards  should 
be  final  in  such  cases,  except  that  in  the  event  of  a  deadlock  arising 
on  any  question  that  question  should  be  decided  by  the  board  of 
directors;  and  I  would  remind  this  committee  that  for  the  past  two 
years  boards  of  regulation,  composed  of  operators  and  employees, 
have  disposed  of  thousands  of  complaints,  from  which  no  appeal  has 
been  taken,  and  only  in  one  or  two  cases  has  there  been  a  dissenting 
voice  in  the  decision  of  these  boards.  Such  boards  would  provide  a 
means  of  settling  wage  questions  and  other  disputes  in  such  a  man- 
ner that  the  occasion  for  strikes  or  lockouts  would  be  effectually 
removed. 

Such  a  scheme  of  operation  would  render  to  the  public  all  of  the 
benefits  of  unified  operation  which  have  been  enumerated  in  this 
hearing,  permitting  the  using  of  all  terminals,  buildings,  cars,  and 
equipment  most  economically,  the  routing  of  traffic  to  ports  best 
able  to  handle  it — every  economy  which  can  possibly  result  from 
the  unified  handling  of  the  means  of  transportation  by  one  authority. 
It  would  eliminate  all  the  costs  of  competition,  without  losing  any 
of  the  benefits  of  competition.  It  would  stimulate  economy,  effi- 
ciency, and  good  service. 

This  would  remove  the  operation  of  the  roads  from  politics  just 
as  effectively  as  Government  ownership  would  remove  the  capital 
interested  from  politics.  Government  officials  could  not  possibly  have 
anything  to  say  about  the  employment  of  men  or  officials  of  the 
road.  They  would  have  nothing  to  say  as  to  construction  or  exten- 
sion of  new  lines.  This  would  rest  entirely  with  the  people  in  the 
territory  benefited  thereby.  Political  bodies  having  no  influence  to 
exert  over  either  ownership  or  operation  would  no  longer  be  sub- 
jected to  the  solicitations  of  either  labor  or  capital.  Efficient  execu- 
tives and  employees  would  be  assured  of  retaining  their  positions 
and  securing  adequate  returns  for  their  services;  inefficient  execu- 
tives and  employees  would  just  as  surely  be  eliminatd  by  the  demands 
of  the  great  body  of  employees  and  executives  who  would  be  directly 
injured  by  the  inefficiency  of  such  individuals. 

With  the  title  of  these  }n'operties  held  by  the  Government  and  the 
operation  of  all  the  properties  in  the  hands  of  a  single  corporation 
of  the  nature  outlined  above,  created  by  the  Federal  Government,  it 
would  necessarily  follow  that  in  all  matters  which  should  properly 
be  left  to  the  Federal  Government  its  findings  would  be  supreme. 
The  occasion  for  difference  between  State  and  Federal  authorities 
would  be  almost  entirely  eliminated.  It  is  the  capitalistic  interest 
Avhich  has  in  almost  every  instance  originated  these  differences. 
With  capital  fully  protected  by  the  Government's  guarantee,  it 
would  have  no  occasion  and  indeed  could  not  be  heard  to  assert  that 
any  State  regulation  injured  the  capitalistic  interest,  because  such 
State  regulation  differed  from  the  Federal  regulation. 

There  are,  however,  matters  of  purely  local  interest  which  can 
not  be  successfully  administered  by  a  centralized  goA^ernment.    The 
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control  of  intrastate  traffic  in  such  manner  as  not  to  interfere  with 
the  proper  operation  of  interstate  traffic,  should  be  left  in  the  hands 
of  local  authorities.  More  especially  should  the  Federal  Govern- 
ment leave  to  the  local  authority  such  matters  as  the  local  interurban 
traffic  on  the  Illinois  Central,  Northwestern,  and  other  railways  out 
of  Chicago,  and  other  like  situations.  Questions  of  police  regula- 
tion foi-  tlie  protection  of  localities  by  the  elimination  of  dangerous 
crossings,  the  erection  of  proper  safeguards,  the  separation  of 
grades,  and  like  matters,  are  largely  if  not  entirely  matters  of  local 
concern.    These  should  be  left  within  the  control  of  local  authorities. 

Some  scheme  should  be  devised  which  would  partake  of  the  na- 
ture of  our  judicial  system  which  permits  Federal  laws  to  be  en- 
forced in  State  courts.  A  most  remarkable  example  of  the  operation 
of  coordinated  organization  between  the  Federal  and  State  Govern- 
ments for  the  accomplishment  of  a  single  end.  is  found  in  the  opera- 
tion of  the  recent  draft  registration  law  where  the  Government 
availed  itself  of  the  State  authorities  for  carrying  this  law  into  exe- 
cution. T  see  no  reason  why  a  scheme  of  coordinate  control  should 
not  be  worked  out  that  would  effect  complete  harmony  between  State 
and  Federal  Governments. 

This  could  best  be  done  in  all  probability  by  asking  a  committee 
to  take  the  matter  up,  whicli  committee  should  be  composed  of  one 
representative  selected  by  the  State  commissions,  one  representative 
of  the  Interstate  Commerce  Commission,  and  one  man  skilled  in  the 
operation  of  railroads.  Such  a  committee,  with  knowledge  of  the 
difficulties  to  be  overcome — the  conflict  of  authority  which  now  ex- 
ists— by  the  elimination  of  the  points  in  dispute  under  the  proposed 
system  of  unification — could  undoubtedly  present  a  plan  which  this 
committee  might  approve  or  modify. 

The  regulation  of  these  utilities  is,  as  we  all  recognize,  an  exercise 
of  the  police  power  of  the  Government.  It  is  manifested  in  two 
ways:  First,  for  the  safety,  welfare,  health,  and  morals  of  the  com- 
munity; and,  second,  for  the  regulation  of  rates.  Under  the  old 
competitive  system  of  corporate  organization,  the  power  to  regulate 
rates  was  reserved  in  all  of  the  States  by  constitutional  provision,  in 
approximately  the  following  language : 

Tlie  lejiishitui-o  sIimII  1i:iv<>  the  |)n\ver  .-ind  il  sliall  Uc  its  duty  from  time  to  time 
to  pass  adequMte  laws  fixing  maximum  rates  of  eharses  for  transportation  of 
persons  or  property,  to  jireveiit  disfrimination  and  extortion,  and  to  provide 
adequate  penalties  therefor. 

Under  the  competitive  system  it  was  considered  that  the  interests 
of  these  corporations  themselves  would  always  tend  to  keep  rates  up 
beyond  the  point  of  inadequate  returns.  The  police  power  was  re- 
served for  the  purpose  of  preventing  the  charging  of  rates  which 
were  extortionate.  This  power  was  exercised  only  in  the  benefit  of 
the  public.  The  Constitution  prescribed  the  limits  to  which  this 
power  might  be  exercised  by  prohibiting  the  taking  of  private  prop- 
erty for  public  use  without  just  compensation.  As  applied  to  rates, 
this  means  that,  in  the  exercise  of  the  police  power,  maximum  rates 
should  not  be  placed  so  low  as  to  prevent  the  corporation  from  earn- 
ing a  fair  return  upon  the  value  of  that  which  it  devotes  to  the  pub- 
lic use.  This  power  could  not  be  exercised  to  prevent  the  corporation 
from  voluntarily  charging,  in  order  to  meet  competition,  less  than 
the  amount  required  to  give  it  such  adequate  returns.     But  it  has 
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now  developed  that  the  carriers  are  asking  this  committee  to  frame 
legislation  wherein  the  police  power  of  the  Government  shall  be 
exercised,  not  to  protect  the  public  from  extortion,  but  to  protect 
those  private  interests  from  the  effect  of  their  competition  by  prevent- 
ing them  from  charging  rates  that  are  unreasonably  low. 

*This  is  a  private  exercise  of  police  power.  It  is  exercising  that 
power  for  the  protection  of  private  interests  against  public  demands, 
an  office  which  the  Constitution  fully  performs.  These  private  in- 
terests may  well  be  relegated  to  the  Constitution  for  the  protection- 
of  any  of  their  rights  against  public  invasion.  To  turn  the  police 
power  to  this  purpose  would  be  transforming  that  which  was  in- 
tended as  a  shield  for  the  public  good  into  a  sword  for  its  destruc- 
tion. The  Government  is  called  upon  to  exercise  a  power  which  it 
does  not  possess.  It  is  a  confession — an  open  con*fession — that  the 
competitive  system  can  no  longer  exist;  it  can  only  continue  to  exist 
under  conditions  where  the  Government  is  asked  to  exercise  for  its 
benefit  the  power  which  the  Government  possesses,  for  the  public 
benefit  alone. 

Under  Government  ownership  the  conditions  would  be  exactly  re- 
versed. There  the  power  of  the  Government  to  adequately  tax  the 
people  to  support  the  Government  in  the  performance  of  its  func- 
tions is  undoubted  and  absolute.  The  Government  would  have  no 
power  to  exact  from  the  public  a  return  which  was  more  than  ade- 
quate for  the  maintenance  and  operation  of  the  service,  and  the  pub- 
lic would  not  need  to  be  protected  against  high  rates  and  diversions 
of  the  profits  to  private  interests.  Under  such  conditions  it  would  be 
within  the  power  of  the  Government  and  it  would  be  its  duty  to  pre- 
scribe minimum  and  not  maximum  rates. 

Now,  we  provide  for  an  aiitomatic  reduction  of  rates.  If  the  mini- 
mum rates  so  fixed  would  produce  an  operating  revenue  more  than 
sufficient  to  meet  the  requirements  of  the  service,  we  would  suggest  a 
method  for  providing  for  an  automatic  reduction  in  rates  that  would 
absorb  the  surplus.  This  can  best  be  illustrated  by  way  of  example: 
Assuming  that  the  capital  invested  amounted  to  $18,000,000,000,  ap- 
proximately, the  amount  of  the  book  entry  called  "  property-invest- 
ment account,"  then  if  the  fixed  charges  on  this  amount  were  4  per 
cent  per  annum,  it  would  be  $720,000,000.  Assuming  that  the  gross 
operating  revenue  were  $4,000,000,000,  and  the  ratio  of  operating 
expense  to  gross  operating  revenue  was  70  per  cent,  the  net  operat- 
ing revenue  would  be  $1,200,000,000.  Subtract  from  this  the  fixed 
charges  of  $720,000,000,  and  you  would  have  remaining  a  little  more 
than  $500,000,000,  which  should  be  divided  between  the  Government 
and  the  corporation  half  and  half,  labor  receiving  $250,000,000  for  a 
dividend  on  the  pay  roll;  the  Government  receiving  $250,000,000  as 
its  share  of  the  net  revenue.  The  Government's  share,  $250,000,000. 
would  be  in  excess  of  5  per  cent  of  the  gross  operating  revenue.  You 
could  provide  that  whenever  the  total  amount  of  net  revenue  paid  to 
the  Government  exceeded  5  per  cent  of  the  gross  operating  revenue, 
the  Interstate  Commerce  Commission  should  thereupon  adjust  the 
scale  of  rates  in  such  manner  as  to  absorb  this  5  per  cent,  thereby 
producing  an  equivalent  of  a  5  per  cent  reduction  in  rates. 

This  would  act  as  an  automatic  check  on  the  profits  accruing  to 
labor,  an  automatic  check  on  operating  income  in  excess  of  the  re- 
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quirements  of  operation,  and  would  develop  a  constant  tendency,  as 
I  hereafter  explain,  to  a  reduction  in  the  cost  of  operation. 

Every  reduction  in  rates  v^ill  induce  an  improvement  in  industrial 
activities  and  tend  to  promote  a  greater  volume  of  traffic,  which  in 
turn  is  reflected  by  an  increase  in  the  volume  of  the  net  earnings, 
although  it  may  not  produce  a  corresponding  increase  in  the  per^ 
rentage  of  net  earnings.  The  operation  of  this  automatic  system 
would  soon  reduce  the  level  of  rates  to  a  point  where  the  net  revenue 
would  not  exceed  the  requirements  of  the  service  and  where  the  sur- 
plus net  revenue  not  absorbed  by  rate  reduction  should  be  available 
either  for  extension  or  improvements,  with  no  increase  in  fixed 
charges,  which  in  turn  woulcl  tend  to  increase  the  volume  of  net  reve- 
nue and  thereby  produce  a  further  reduction  in  rates ;  or,  if  used  to 
diminish  the  outstanding  capital,  would  again  reduce  the  amount  of 
fixed  charges,  which  in  turn  would  tend  to  increase  the  net  revenue 
so  as  to  produce  further  reductions  in  rates. 

The  ultimate  effect  of  such  a  program  would  be  the  complete  re- 
tirement of  all  capital  and  the  reduction  of  rates  to  the  lowest  point 
essential  to  paying  the  cost  of  operation. 

I  want  to  interpolate  there  that  the  suggestion  made  by  Mr. 
Warfield,  that  there  should  be  established  a  sinking  fund,  say,  of 
one-half  of  1  per  cent  of  the  outstanding  capitalization,  paid  in 
annually  to  the  sinking  fund,  would  be  acceptable  to  these  organiza- 
tions. Such  a  fund  would  retire  all  of  the  outstanding  capital  within 
50  years.  Under  this  proposition  you  would  also  have  applicable 
to  that  purpose,  either  for  the  extinguishment  of  capital  outstand- 
ing or  the  extension  of  the  plant,  without  increasing  capital,  the 
surplus  amounts  paid  to  the  Government  which  did  not  reach  5 
per  cent  of  the  gross  operating  revenue.  The  effect  of  those  two 
influences — the  sinking  fund  and  the  surplus  not  absorbed  in  rate 
reductions — would  tend  to  a  much  more  rapid  extinguishment  ot 
capital  charge  and  a  final  reduction  of  the  rate  level  to  the  actual 
cost  of  operation  and  to  the  provision  of  funds  for  extensions;  for, 
if  your  capital  fund  were  eliminated  in  the  course  of  time  and  the 
Government  did  not  care  to  carry  on  a  capital  fund,  then  extensions 
should  be  provided  out  of  earnings. 

I  want  to  suggest  here  the  economic  effect  of  such  a  relinquishment 
of  capital.  Suppose  that  the  principal  amount  invested  in  Govern- 
ment ownership  should  be  retired  annually,  and  that  those  retire- 
ments, after  the  course  of  5  or  10  years,  should  amount  to  half  a 
billion  dollars  a  year.  Imagine  what  an  effect  that  would  have  on 
the  economic  and  industrial  conditions  of  this  country  if  there 
were  released  from  the  railway  industry  annually  half  a  billion  dol- 
lars, or  any  other  large  sum  of  capital,  which  would  then  have  to 
seek  reinvestment  in  some  line  of  real  production. 

We  come  now^  to  the  Interstate  Commerce  Commission.  We  would 
leave  with  the  Interstate  Commerce  Commission  all  of  the  powers 
which  it  now  possesses  and.  in  addition,  any  powers  which  might  be 
deemed  proper  to  bestow  upon  it  to  secure  full  regulation,  adequate 
and  efficient  service,  ample  and  complete  equipment.  For  the  accom- 
plishment of  this  end  we  offer  no  detailed  suggestions. 

Of  course  that  would  include  supervision  of  extensions,  as  I  out- 
lined heretofore. 
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Now,  regulations  for  the  promotion  of  the  public  health,  safety, 
convenience,  and  morals:  This  power  of  the  Government,  both 
Federal  and  State,  would  remain  wholly  unaffected  by  the  question 
of  public  or  private  ownership  and  operation.  The  agencies  now  in 
use  for  that  effect  and  the  laws  now  passed  to  this  effect  would 
require  no  change  except  to  make  them  uniform. 

As  to  economies  of  operation,  we  suggest,  first,  the  elimination  of 
complications  in  the  rate  schedule.  Under  the  present  conditions  each 
carrier  files  a  complete  schedule  of  rates  in  every  State  in  which  it 
operates.  This  means  that  the  rate  structure  is  cumbersome,  compli- 
cated, and  not  systematically  uniform.  One  system  of  rates  could  be 
utilized  by  such  a  corporate  organization,  constructed  on  a  plan  in- 
tended to  produce  sufficient  revenue  to  meet  the  annual  budget. 
Under  existing  conditions — of  two  different  sj^stems  of  railway  oper- 
ating in  the  same  territory,  competing  for  the  same  traffic,  by  reason  of 
the  difference  in  their  capital  investments,  and  the  difference  in  their 
efficiency  of  operation — one  company  may  find  it  impossible  to  live 
under  the  same  schedule  of  rates,  with  justice  to  itself  and  to  the 
public :  another  system  transporting  ten  times  as  much  traffic  as  the 
first  system  transports  can  make  immense  profits.  Rates  have  to  be 
adjusted  to  meet  these  conditions.  By  unified  operation  this  difficulty 
no  longer  exists.  It  is  the  total  revenue  of  the  entire  system  that 
has  to  be  adjusted  by  the  rate  schedules;  not  the  revenue  of  any 
particular  system  or  any  branch  of  a  system. 

The  diverse  multiplicity  of  officials  and  agents  for  handling  the 
business  of  a  competitive  system  would  be  eliminated.  Intricate  sys- 
tems of  bookkeeping  and  accounting,  apportionment  of  equipment, 
rentals,  and  charges  between  the  hundreds  of  corporations  now  inter- 
changing equipment  and  dividing  transportation  would  be  elimi- 
nated. Standardization  of  equipment  in  so  far  as  the  circumstances 
of  the  different  railways  would  permit  could  be  accomplished  with- 
out hindrance.  Enormous  savings  in  operating  expenses  would  re- 
sult. To  what  extent  these  savings  might  be  realized  no  one  can 
prognosticate,  but  it  must  be  evident  that  great  sayings  could  be 
effected.  These  economies,  joined  with  the  economies  effected  by 
Government  ownership  in  capital  requirements  heretofore  discussed, 
would  certainly  permit  a  material  reduction  in  rates,  without  affect- 
ing the  net  earnings,  or  would  permit  a  corresponding  increase  in 
efficiency  and  service  without  diminishing  the  net  earnings. 

By  such  a  plan  we  would  preserve  all  of  the  benefits  and  econo- 
mies of  Government  ownership,  while  rejecting  the  disadvantages 
and  expenses  of  Government  ownership.  We  would  retain  all  of  the 
benefits,  economies,  and  efficiencies  of  private  ownership  while  re- 
jecting the  cost  of  competition  and  the  cumbersome  cost  of  duplicate 
private  organizations. 

Now,  coming  to  valuation,  in  my  discussion  of  this  question  before 
the  committee  last  year,  I  attempted  to  explain  the  constitutional  and 
charter  limitations  as  affecting  the  question  of  valuation.  I  did  not 
at  that  time  attempt  to  discuss  the  claims  as  to  property  values  and 
that  is  what  I  am  about  to  discuss  now.  I  do  not  take  up  the  former 
discussion  because  I  assume  that  the  committee  will  have  the  benefit 
of  that  former  discussion  on  charter  and  constitutional  limitations. 

The  determination  of  the  basis  upon  which  capital  invested  in  rail- 
roads is  entitled  to  compensation  must  be  the  cornerstone  upon  which 
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any  system  is  erected.  The  return  which  capital  receives  can  not  be 
determined  until  it  is  known  how  much  capital  is  entitled  to  receive 
such  return.  The  present  property  investment  accounts  represent 
not  only  all  money  supplied  by  investors,  but  also  include  issues  of 
stock  and  bonds  at  their  face  value,  for  which  no  consideration  was 
paid,  all  investments  made  in  properties  out  of  earnings  contributed 
by  the  public  and  not  by  the  security  holders,  and  include  all  secu- 
rities at  par  which  have  been  issued  at  discount,  be  it  great  or  small. 

The  committee  represented  by  Mr.  Thom  tendered  this  committee 
a  compilation  of  the  State  constitutions  and  statutes  in  so  far  as  they 
relate  to  railways,  or  corporations  including  railways.  It  doubtless 
would  be  very  informatory  if  this  committee  were  also  supplied  with 
a  statement  showing  the  nature  of  the  charters  of  the  various  corpo- 
rations represented  by  Mr.  Thom  and  the  States  under  which  such 
charters  have  been  granted.  An  examination  of  these  charters  and 
the  limitations  under  which  they  are  held  will  disclose,  generally 
speaking,  that  these  charters  have  not  authorized  the  railroads  to 
capitalize  either  in  stock  or  bonds  any  amounts  of  money  other  than 
those  which  the  corporation  received  as  the  consideration  for  such 
issues. 

Many  of  the  States  have  expressly  declared  in  their  constitutions 
that  stocks  or  bonds  could  not  be  issued  except  for  value  received  in 
money,  labor,  or  property,  and  have  declared  that  stock  dividends  or 
other  fictitious  increase  of  capital  stock  or  indebtedness  should  be 
void. 

Under  such  limitation,  a  railroad  like  the  Pennsylvania  Railroad 
is  absolutely  precluded  from  capitalizing  expenditures  which  it  has 
made  out  of  earnings.  Such  expenditure  can  not  increase  the 
indebtedness  of  the  corporation  nor  can  it  increase  the  stock 
issue,  for  which  the  corporation  was  paid.  It  was  the  intention  of 
this  provision  to  require  that  money  paid  by  the  public  for  the  serv- 
ice rendered  by  the  corporation,  in  excess  of  the  amount  required  to- 
pay  a  fair  return  on  that  which  the  security  holders  contributed  to 
the  corporation,  if  expended  by  the  corporation  in  the  betterment 
of  the  property  should  lie  considered  as  earnings  expended  for  the 
benefit  of  the  public  and  not  for  private  interest.  Mr.  Cuyler  stated 
that  it  had  been  the  practice  of  the  Pennsylvania  Kailroad  for  many 
years  to  divide  the  net  earnings  50-50,  giving  one-half  to  the  holders- 
of  securities  and  investing  the  other  half  in  the  property  of  the  com- 
pany. Such  investment  increases  the  security  of  the  stockholders, 
if  it  be  not  capitalized ;  and  the  stockholders  certainly  should  be  con- 
tent with  this  benefit,  for  in  addition  to  receiving  his  fair  return  he 
is  permitted  to  put  into  the  property,  to  increase  the  stability  of  his 
holdings,  an  amount  equal  to  his  dividends.  If  the  amount  so  ex- 
pended on  the  property  is  not  made  the  basis  of  exacting  further 
charges  from  the  public,  then  the  public  can  not  complain,  as  it  re- 
ceives the  benefit  as  well  as  the  stokholders;  but  to  capitalize  the 
public  money  as  the  basis  for  further  charges,  and  to  nuike  a  present 
of  the  amount  of  securities  so  capitalized  to  the  security  holders  as  a 
profit  received  by  them  in  addition  to  a  fair  return  upon  their  invest- 
ment, is  a  violation  of  the  charter  privilege,  quite  as  obvious  as  the 
issuance  of  securities  for  no  consideration  whatsoever. 

There  is  no  provision  in  the  charters  under  which  these  properties 
are  held  that  can  sustain  a  security  holder's  vested  right  to  any  in- 
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terest  in  the  property  except  an  interest  equivalent  to  the  considera- 
tion which  was  paid  to  the  corporation  when  the  security  was 
issued. 

I  presented  my  argument  on  this  point  quite  fully  in  the  hearings 
last  year  and  shall  not  repeat  it  now.     (P.  1003,  et  seq.) 

Now,  as  to  property  values: 

It  is  contended  by  the  railways  that  they  are  entitled  to  earn  a 
fair  return  upon  the  value  of  the  property  which  they  own  and 
possess,  and  that  that  value  is  to  be  ascertained  and  determined  by 
the  cost  of  presently  reproducing  the  completed  structure;  more 
specifically,  what  it  would  cost  at  this  time  to  purchase  the  existing 
rights  of  way  and  terminals,  including  lands,  labor,  and  materials 
necessar}'  to  reproduce  the  completed  structure.  The  value  of  the 
lands,  they  claim,  is  to  be  determined  by  estimating  the  present 
market  value  of  the  lands,  based  upon  the  market  value  of  contigu- 
ous and  adjacent  lands,  and  adding  thereto  all  of  the  costs  and  ex- 
penses incurred,  including  severance  and  other  damages.  That  in 
estimating  this  cost  of  reproduction,  we  are  not  to  examine  the  title, 
or  define  the  interest,  by  which  present  lands  are  held,  nor  the  man- 
ner in  which  the  carrier  acquired  its  title  and  possession. 

Although  the  carrier  may  have  received  the  greater  part  of  the 
right  of  way  by  gift  or  donation,  and  it  expended  nothing  m  pro- 
curing these  lands,  yet  they  must  be  credited  to  the  corporation  now 
at  the  cost  of  reproducing,  assuming  that  they  were  to  be  condemned 
or  purchased. 

Mr.  Untermyer,  representing  the  Kansas  City  Southern  Eailway 
Co.,  as  late  as  two  weeks  ago  asserted  this  claim  of  value  in  a  pro- 
ceeding which  he  instituted  against  the  Interstate  Commerce  Com- 
mission, and  claimed  that  if  these  values  were  not  allowed  to  the 
carrier,  it  would  be  deprived  of  a  benefit  amounting  to  $5,000,000 
in  addition  to  the  present  market  value  of  the  lands,  as  ascertained 
by  the  commission. 

I  consider  this  of  very  great  importance  in  connection  with  Mr. 
Warfield's  presentation  of  the  demands  of  the  security  holders. 

All  through  his  presentation  he  referred  to  the  demands  as  being 
the  "  property  investment  account,"  or  "  property  investment " ;  and 
accompanying  his  presentation  was  an  opinion  from  Mr.  Samuel 
Untermyer  indorsing  the  proposition.  Mr.  Samuel  Untermyer  in- 
terprets "  property  investment  account,"  in  these  other  proceedings, 
in  the  manner  which  I  have  illustrated,  and  I  have  made  this  pre- 
sentation for  the  purpose  of  showing  you  what  you  would  have  to 
face  if  you  did  not  compel  Mr.  Warfield  to  disclose  to  you  what  he 
meant  by  "  property  investment  account"  and  "  property  invest- 
ments," and  if  you  permitted  that  to  be  passed  over  without  a  definite 
and  exact  statement  as  to  what  was  comprehended  in  that  phrase  as 
used  by  him.  Here  is  an  illustration  of  what  it  means,  as  inter- 
preted by  Mr.  Samuel  Untermyer,  one  of  the  counsel  for  the  se- 
curity holders'  committee. 

The  commission  has  found  that  the  lands  of  this  carrier,  the  Kansas 
City  Southern  Railway  Co.,  originally  cost  $2,248,000;  that  the  pres- 
ent value  of  the  lands,  determined  on  the  market-value  basis,  was 
$2,163,000.  Mr.  Untermyer  claims  that  the  present  cost  of  condemna- 
tion and  damages  or  of  purchase,  in  excess  of  such  present  value,  if 
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the  roads  were  to  be  reproduced  to-day,  would  be  not  less  than 
$5,000,000  additional.  Such  a  theory  allows  to  the  railway  company 
in  values,  not  only  all  the  increased  values  of  the  lands,  due  to  what 
is  commonly  called  "  unearned  increment,"  but  in  addition  to  the 
"  unearned  increment  "  a  further  increase  in  value,  due  to  supposi- 
titious costs  of  acquisition,  of  from  two  to  three  times  the  total  market 
value  of  the  lands;  such  a  claim  has  already  been  finally  decided 
against  the  contention  of  the  carrier  in  the  Minnesota  Rate  case,  de- 
cided by  the  Supreme  Court  in  1914,  where  the  court  said: 

The  substantial  question  was  whether  in  determining  the  fair  present  value  of 
the  property  of  the  railroad  company  as  a  basis  of  its  charges  to  the  public  it 
is  entitled  to  a  valuation  of  its  right  of  way  not  only  in  excess  of  the  amount 
invested  in  it,  but  also  in  excess  of  the  market  value  of  contiguous  and  simi- 
larly situated  pi-operty  *  *  *.  Assuming  that  the  company  is  entitled  to  a 
reasonable  share  in  the  general  prosperity  of  the  conununity  in  which  it  serves, 
and  thus  to  attribute  to  its  property  an  increase  in  value,  still,  the  increase 
so  allowed  apart  from  any  improvement  it  may  make  can  not  properly  extend 
beyond  the  fair  average  of  the  normal  market  value  of  the  land,  in  the  vicinity 
having  a  similar  character.  *  ='  •=  The  company  would  certainly  have  no 
ground  of  complaint  if  it  were  allowed  a  value  for  these  lands  equal  to  a  fair 
average  market  value  of  similar  lands  in  the  vicinity,  without  additions  by  tlie 
use  of  multipliers  or  othei'wise  to  cover  hypothetical  outlays. 

The  court  has  thus  finally  disposed  of  all  claims  for  value  in  excess 
of  market  value.  Market  value,  however,  includes  the  difference  be- 
tween the  original  cost  and  present  values.  Tliere  remains  yet  to  be 
determined  judicially  in  a  valuation  case  whether  or  not  the  carrier 
is  entitled  to  claim  as  its  private  property  this  increase  in  value  over 
and  above  cost  where  such  increases  are  shown  to  exist. 

Reverting  again  to  the  Minnesota  Rate  case,  the  court  there  was 
meeting  the  argument  of  the  carrier  that  it  was  entitled  to  participate 
in  the  increased  values  of  the  coiinnunity.  The  court  does  not  say 
that  it  is  but  says,  "Assuming  that  the  company  is  entitled  to  a  rea- 
sonable share  then  it  can  not  claim  more  than  the  value  of  similar 
contiguous  lands  " ;  but  in  that  case  there  was  no  issue  raised  and  no 
evidence  submitted  to  show  that  under  the  charters  of  those  com- 
panies there  was  any  limitation  which  precluded  them  from  claiming 
this  value ;  so  that  the  question  was  not  passed  on  there,  except  as  dis- 
posing of  the  contention  of  the  carrier,  that  it  was  entitled  to  values 
in  excess  of  contiguous  values. 

The  popular  mind  has  for  so  long  a  time  been  led  to  look  upon  rail- 
way lands  as  lands  held  in  private  ownership,  that  the  public  have 
failed  entirely  to  realize  the  distinction  between  interests  in  lands 
held  by  private  owners  and  interests  in  lands  which  railroad  cor- 
porations have  been  permitted  to  acquire  under  the  limitations  im- 
posed by  their  charters.  In  order  that  I  may  clearly  make  this  dis- 
tinction between  private-property  interests  and  railroad-property  in- 
terests, we  must  have  a  clear  definition  of  what  is  meant  by  the  word 
"  property  "  when  used  in  its  legal  significance. 

The  term  "property"  in  its  appropriate  sense  means  that  domination  or 
definite  rii;ht  of  user  and  disposition  which  one  may  legally  exercise  over  i)ar- 
ticular  things  or  subjects.      (Kneebs  r.  Sioux  City,  137  NW..  944.) 

Material  things  have  always  existed  and  always  will  exi>t  in  one 
form  oV  another.  Until  men  npi:)eared  to  claim  the  right  of  domi- 
nation over  these  material  things  there  was  no  such  thing  as  "  prop- 
erty."    The  thing  existed,  but  "  property  "  did  not  exist. 
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As  said  by  the  United  States  Supreme  Court  in  Boston  Chamber 
of  Commerce  v.  City  of  Boston  (217  U.  S.,  189)  : 

The  Constitution  deals  with  persons:  not  with  tracts  of  land. 

That  was  in  a  condemnation  case. 

Our  Government  is  not  a  government  in  rem.,  if  I  may  use  that 
term.  It  is  a  government  in  personam  and  when  we  speak  of  prop- 
erty and  property  rights  we  refer  necessarily  to  the  interests  Avhich 
men,  imder  existing  laws,  have  been  permitted  to  acquire  in  physical 
things — the  rights  which  they  may  exercise  over  such  physical 
things — and  it  is  this  domination  and  rights  of  ownership  that  con- 
stiutes  "  property,"  the  value  of  which  is  guaranteed  from  invasion 
by  the  Constitution. 

Again,  the  courts  have  defined  the  word  "  property  "  as  follows : 

The  word  "  property  "  implies  the  exclusive  right  of  possession,  enjoyment, 
and  disposition  ovei-  a  thins,  and  when  used  objectively  it  means  that  with 
respect  to  which  the  risht  exists.  (Vann  v.  Edwards,  473  Eastern  Rep.,  784, 
at  787.) 

Again : 

"  Property  "  in  land  is  the  right  of  user,  disposition,  and  domination  over  it 
to  the  exclusi(m  of  others.      (Drainage  Comsrs.  r.  Knox.  237  Ills..  148.) 

So,  in  determining  what  "  property '"  a  railroad  company  owns  in 
the  things  which  it  has  builded  in  its  railways,  it  is  necessary  for  us 
to  ascertain  the  extent  of  the  domination  or  definite  right  of  user 
and  disposition  which  that  corporation  may  legally  exercise  over 
the  thing  it  has  acquired. 

"  Property,"  using  the  word  objectively,  meaning  the  thing  capable 
of  being  owned,  may  be  held  by  an  absolutely  unlimited  ownership 
or  by  a  limited  right  of  control  and  domination.  Where  held  by  an 
unlimited  ownership  the  exclusive  domination  over  the  thing  is  ab- 
solutely unrestricted.  The  value  of  such  property  right  must  be 
determined  according  to  the  terms  of  the  ownership. 

Such  property  may  be  put  by  the  owner  to  any  use  whatever,  not 
harmful  to  others,  and  since  such  owner  has  the  undisputed  poAver 
to  devote  that  property  to  the  most  profitable  use  to  which  it  may 
be  put,  or  to  confer  upon  any  other  individual  a  like  unrestricted 
power  of  use  or  disposition,  he  is  entitled  to  be  compensated  upon 
the  basis  of  its  value  for  that  use  when  he  is  deprived  of  his  do- 
minion over  it.  If,  however,  his  right  of  domination  over  the  thing 
in  question  is  limited  to  a  certain  particular  use,  then  when  he  is 
dispossessed  of  that  right  it  is  only  the  value  of  the  thing  for  this 
particular  use  that  affords  the  basis  for  his  compensation. 

Railroads  have  but  a  limited  ownership  in  and  power  of  disposi- 
tion over  the  things  which  constitute  their  property.  Railroad  cor- 
porations are  authorized  to  acquire  the  various  material  elements 
which  constitute  a  completed  railroad,  only  upon  condition  that  the 
thing  so  acquired  shall  be  used  for  railroad  purposes  alone.  They 
have  no  right  of  use  or  disposition  over  the  things  so  acquired  out- 
side of  these  purposes  for  which  they  were  acquired,  except  "  to  sell 
them  when  no  longer  useful  for  that  purpose." 

It  is  only  this  right  of  disposition  and  user  over  the  things  which 
go  to  mal^e  up  a  railroad  that  constitutes  the  "  property  "  of  the 
railroad  corporation.  The  owners  of  those  properties  are  not  indi- 
viduals.   They  have  no  inherent  rights  in  the  things  which  they  have 
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acquired  to  which  their  property  interests  have  attached.  They 
have  only  such  property  rights  in  these  things  as  may  have  been 
granted  to  them  bv  their  charters.  As  said  in  Ruling  case  (Law,  vol. 
7,  526)  : 

An  individual  has  tlie  I'is^'ht  freely  to  use,  enjoy,  and  dispose  of  his  riglits 
without  any  control  or  doniinition,  save  only  by  the  laws  of  the  land,  and 
may  perform  all  acts  and  make  all  contracts  whicli  are  not  in  the  eye  of  tlie 
law  inconsistent  witli  the  welfare  of  society,  but  the  civil  rights  of  corporations 
are  widely  different.  The  law  of  its  birthright  in  tlie  most  comprehensive 
sense  is  such,  and  such  only,  as  its  charter  confers.  The  powers  of  tlie  cor- 
porations are  dependent  upon  the  grant  of  the  sovereign  power  and  it  is  well 
settled  that  a  corporation  has  only  such  powei's  as  are  expressly  granted  in  its 
charter,  or  which  are  necessary  for  the  purpose  of  can-ying  out  its  express 
powers  and  for  the  pui'iiose  of  its  incorporation.  A  corporation  has  no  individ- 
ual rights  or  capacities  such  as  an  individual  or  an  ordinary  partnership  has, 
and  if  a  power  is  claimed  for  it,  the  words  giving  the  power  or  form  which  it 
is  necessarily  implied  must  be  found  in  the  charter,  or  it  does  not  exist. 

"  Railroad  property  *'  is  property  in  which  the  Government  or 
the  public  has  an  interest.  It  is  acquired  only  for  the  public  service 
and  not  for  private  use.  It  is  dedicated  to  the  public  service  by  the 
fact  of  its  acquisition  and  is  held  by  corporations  whose  charters  ex- 
pressly limit  the  holding  or  acquisition,  use.  and  ownership  of  the 
property  so  acquired,  to  a  holding  acquisition,  use,  and  ownership  for 
public  service. 

The  sum  of  the  private  rights  and  the  public  rights  would  con- 
stitute a  free  hold,  if  the  property  were  held  by  an  individual.  The 
extent  of  the  public  interest  in  this  property  is  a  limitation  upon  the 
extent  of  the  jjrivate  interest;  and  vice  versa,  the  private  interest 
which  has  been  granted  in  this  property  is  a  limitation  upon  the  ex- 
tent of  the  public  interest.    As  one  expands,  the  other  contracts. 

The  private  interest  must  be  defined  by  the  terms  of  the  grant 
under  which  it  has  been  acquired.  That  interest  can  not  be  extended 
without  thereby  diminishing  the  extent  of  the  public  interest. 

To  prevent  the  absorption  of  the  public  interest  by  the  extension 
of  the  private  interest,  it  has  been  ordained  that  the  extent  of  the 
private  interest  must  be  forever  determined  by  the  express  terms  of 
the  grant  under  which  it  was  acquired ;  that  any  claims  which  might 
be  asserted  by  the  owner  of  a  private  interest  against  the  public  in- 
terest in  excess  of  the  express  grant,  are  wholly  void  and  without  sup- 
port; that  the  only  foundation  upon  whicli  a  claiui  of  private  inter- 
est can  be  based  miist  be  found  to  exist  in  the  charter  or  the  grant 
under  which  that  interest  is  held. 

AH  railroad  charters  permit  the  acquisition  of  land  only  for  rail- 
road purposes,  whether  it  be  acquired  by  purchase,  gift,  grant,  or 
condemnation.  All  railroads  are  public  highways.  A  railroad  cor- 
poration is  an  agent  of  the  State  for  the  operation  of  a  public  high- 
way. When  it  accepts  a  charter  authorizing  it  to  perform  this  func- 
tion and  acquires  property  under  such  a  charter,  it  thereby  dedicates 
that  property  as  a  public  highway  for  the  jiublic  service.  It  retains 
in  that  property  a  private  interest  granted  to  it  by  its  charter.  That 
private  interest  is  merely  the  right  to  hold  title  to  the  property,  sub- 
ject to  the  public  right  of  user:  to  operate  it  in  the  interest  of  the 
public,  and  to  charge  for  its  service  such  reasonable  rate  as  will  per- 
mit it  to  earn  a  fair  return  upon  the  money  honestly  and  prudently 
■expended.    It  h;is  no  right  to  sell  the  property  which  it  holds  except 
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subject  to  the  public  right  of  user.  It  may  not  sell  the  property 
until  its  usefulness  is  extinguished.  It  may  not  give  it  away;  it 
can  not  merchandise  its  lands,  its  buildings  or  its  equipment. 

Property  held  by  such  a  title  can  not  have  market  value,  because 
market  value  or  exchange  value  implies  a  freedom  to  purchase  or 
sell  in  the  open  market.  Where  this  freedom  does  not  exist,  there 
can  be  no  market  value.  As  said  by  Mr.  J.  E.  Cairnes,  in  his  defini- 
tion of  "  value  " : 

These  three  eircnnistances.  then — utility,  difficulty  of  attainment,  ami  trans- 
ferableuess — are  the  conditions  essential  to  the  existence  of  value,  and  where 
they  are  combined  in  a  commodity,  that  commodity  has  the  power  of  command- 
ing othr  things  in  exchange.  Where  one  of  them  is  absent,  exchange  value  can 
have  no  place. 

Mr.  Walker,  in  his  Treatise  on  Political  Economy  prescribe  the 
same  limitations  in  the  following  words : 

We  note  that  exchange  implies  two  exchanges.  Value  is  then  a  social  phe- 
nomenon, but  exchange  implies  the  capability  of  detaching  from  the  present 
possessor  articles  to  be  exchange<l  and  making  them  over  to  another. 

Railway  lands  can  not  be  exchanged.  They  can  not,  therefore, 
have  a  market  value.  That  is  the  reasoning  of  the  economist.  It  is 
the  law  as  declared  by  the  State  courts  and  the  Supreme  Court  of 
the  United  States. 

The  Supreme  Court  of  Illinois  has  held,  in  Railway  Co.  v.  Catholic 
Bishop  (190  111.,  p.  529)  that: 

When  the  owner  of  laud  is  restricted  by  statute  or  by  the  provisions  of  the 
instrument  under  which  he  holds  title,  or  in  any  other  binding  way  to  a  par- 
ticular use,  the  measure  of  his  compensation  when  the  land  is  taken  by  con- 
demnation, will  be  its  value  to  him  for  the  special  use  to  which  he  is  so 
restricted. 

Again,  in  C.  B.  &  Q.    v.  City  of  Chicago  (149  111.)  the  court  held: 

A  railroad  company  can  only  acquire  land  whether  by  voluntary  purchase  or 
otherwise  for  railroad  purposes  as  defined  in  its  charter.  It  does  not  hold  land 
as  does  the  ordinary  owner,  with  the  right  of  using  it  for  any  purpose  to  which 
it  may  be  adapted,  or  with  the  right  to  sell  it  at  the  highest  price  which  it  may 
bring  in  the  market. 

Its  capacity  to  acquire  or  hold  lands  is  not  general  like  that  of  the  individual 
or  natural  persons,  but  it  is  limited  to  the  uses  of  the  railroad.  Being  a  crea- 
tui-e  of  law,  it  possesses  only  those  powers  which  are  conferred  upon  it  by  its 
charter  either  expressly  or  as  incidental  to  the  object  of  its  organization. 

Where  lands  are  restricted  by  law  or  by  the  terms  of  the  grant  to  a  particu- 
lar use,  the  measure  of  compensation  in  a  condemnation  proceeding  to  the 
owner  of  the  lands  taken  will  be  their  value  to  him,  for  the  special  use  to 
which  they  are  restricted. 

This  decision  was  affirmed  by  the  Supreme  Court  of  the  United 
States.    See  166  U.  S.,  226,  where  the  Supreme  Court  said : 

The  principal  point  of  dispute  between  the  parties  was  whether  the  railroad 
company,  by  reason  of  the  opening  of  the  street,  was  entitled  to  recover  a  sum 
equal  to  the  difference  between  the  value  of  the  land  in  question  as  land  without 
restriction  on  its  right  to  use  it  for  lawful  purposes  and  the  value  of  the  lot 
v/hen  burdened  with  the  right  of  the  public  to  use  it  for  the  purpose  of  street 
crossings. 

The  court,  after  quoting  and  approving  the  language  of  the  Su- 
preme Court  of  Illinois,  above  set  forth,  added :  "  The  trial  court  did 
not  err  in  excluding  evidence  to  show  the  general  saleable  value  of 
the  right  of  way  included  in  the  crossing  or  its  general  value  for 
other  uses  than  that  to  which  it  was  applied,"  and  said  that  the  only 
117900— 19— voT.  1 64 
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question  to  be  determined  by  the  jury  was  the  value  which  that  land 
had  to  the  railroad  company  for  the  purposes  for  which  it  was  held 
under  its  charter. 

Senator  Underwood.  May  I  interrupt  to  ask  one  question  in  ref- 
erence to  this  valuation  ? 

Mr.  Plumb.  Yes. 

Senator  Underwood.  I  just  want  to  get  your  point  of  view.  Are 
you  placing  this  proposal  before  the  committee  as  indicating  the 
view  on  which  Congress  should  fix  the  valuation,  or  do  you  concede 
that  if  we  take  these  properties  for  public  use  we  are  limited  in  our 
legislation  to  providing  that  a  fair  valuation  or  a  reasonable  valua- 
tion shall  be  paid  for  the  property  and  that  the  court  must  determine 
what  that  is? 

Mr.  Plumb.  The  court  must  determine,  but  existing  property 
rights  must  be  determined  by  existing  laws.  You  can  not  deprive 
any  owner  of  a  property  right  by  a  law  passed  to-day ;  that  is  to  say, 
of  an  interest  which  vested  under  a  law  passed  yesterday  or  a  hun- 
dred years  ago. 

Senator  Underwood.  But  that  the  court  determines? 

Mr.  Plumb.  Yes;  that  the  court  determines,  but  it  does  lie  within 
the  power  of  Congress,  by  its  interpretation  of  the  law  to,  by  legis- 
lation, either  recognize  or  create  interests  w^hich  do  not  now  exist. 

Senator  Underwood.  I  concede  that  Congress  might  create  inter- 
ests for  the  future,  but  here  is  the  question  I  want  to  bring  out  from 
your  point  of  view,  because  I  have  a  different  underetanding  of  the 
law  as  determined  by  the  Supreme  Court,  and  I  want  to  see  whether 
you  agree  with  that  or  whether  you  are  combating  it.  That  is  what 
I  do  not  understand.  My  understanding  is  that  if  we  take  private 
property  for  public  use  we  can  not  define  the  method  of  ascertaining 
the  value  or  the  limitations  on  that  value,  but  we  must  leave  it  to  the 
court  after  we  prescribe  that  they  shall  have  a  fair  return  for  their 
property. 

Mr.  Plumb.  Absolutely. 

Senator  Underwood.  To  determine  what  that  is. 

Mr.  Plumb.  I  agree  with  you  absolutely  there,  but  with  this  warn- 
ing: There  is  no  law  on  th^  statute  books  to-day  which  says  that 
railroads  must  have  a  fair  return  upon  their  property.  There  are 
decisions  of  courts  applying  existing  law  to  particular  cases  which 
have  announced  that  that  is  the  method  of  determining  what  is  a  fair 
rate;  that  is,  that  they  are  entitled  to  a  fair  return  ujxm  their  prop- 
erty. Now,  if  you  pass  a  law  which  says  that  the  courts  shall  fix  the 
compensation  to  be  paid  to  these  property  owners  by  a  determination 
of  the  value  of  their  property,  or  by  a  (letermination  of  the  amount 
of  their  investment,  or  by  ascertaining  the  extent  of  the  investment 
account,  that  very  act  changes  the  preexisting  law  and  gives  them  a 
claim  for  compensation  much  broader  than  that  which  exists  to-day. 
That  is  very  well  illustrated  by  the  valuation  act  under  which  the 
Interstate  Commerce  Commission  is  proceeding. 

The  Chairman.  The  hour  for  adjournment  having  arrived,  the 
committee  now  will  take  a  recess  until  half  past  2  o'clock,  and  I  want 
to  say,  in  order  that  there  may  be  no  misunderstanding,  that  in  case 
the  business  of  the  Senate  should  prove  to  be  of  such  a  nature  that 
the  members  of  this  committee  should  be  in  attendance  in  the  Senate. 
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we  will  then  make  further  provision  for  continuing  the  hearing,  when 
we  reconvene  at  2.30. 

{Whereupon,  at  12  o'clock  noon,  the  committee  took  a  recess  until 
2.30  o'clock  p.  m.) 

AKTRK  KECKSS. 

The  committee  reconxened,  pursuant  to  the  taking  of  recess,  at 
2.oO  o'clock  p.  m..  Senator  Ellison  D.  Smith  (chairman)  presiding. 

STATEMENT  OF  MR.  GLENN  E.  PLUMB— Resumed. 

Mr.  Plumb.  AVhen  Ave  were  interrupted.  Senator  Underwood.  I 
was  about  to  illustrate  the  point  I  was  seeking  to  make  b,y  reference 
to  the  present  valuation  act.  the  point  being  that  in  any  legislation 
necessarily  we  can  not  disturb  the  existing  vested  rights  without  vio- 
lating constitutional  limitations;  and  since  we  must  preserve  those 
rights  from  violation,  it  is  necessary  to  understand  pretty  clearly 
what  the  rights  are.  Otherwise  there  is  grave  danger  that  the  legis- 
lation passed  might  be  construed  to  be  in  itself  a  legislative  recogni- 
tion of  rights  broadei'  than  those  which  do  exist,  and  I  refer  to  the 
valuation  act  as  an  illustration  of  that.  The  present  Federal  valua- 
tion act  requires  the  Interstate  Commerce  Commission  to  ascertain 
and  determine  the  value  of  the  property  of  raihva}^  companies  in  a 
certain  manner.  The  railway  companies,  in  the  Kansas  City  South- 
ern case,  represented  by  Mr.  Untermyer,  contended  that  that  act 
determined  the  method  of  finding  values,  and  that  e^'erything  speci- 
fied in  that  act  was  a  value  which  the  corporation  was  entitled  to 
have  ascertained  and  determined,  and  that  a  failure  to  ascertain  the 
values  specified  in  the  act  would  l;e  a  deprivation  of  property  under 
the  Constitution. 

Consequently,  you  are  being  urged  to  frame  legislation  which  will 
protect  property  investment,  which  will  require  the  ascertainment  of 
the  value  of  the  property  invested,  which  shall  do  many  things  for 
which  there  is  no  warrant  under  the  existing  charters;  so  that  T  have 
gone  into  this  discussion  not  to  urge  that  you  shall  determiiie  the 
manner  in  which  existing  rights  shall  be  determined,  because  that  is 
a  judicial  question,  and  the  value  of  those  rights  is  plainly  a  judicial 
question;  but  that  you  may  not,  by  your  legislative  action,  lay  any 
ground  for  claiming  that  there  is  a  new  grant  of  rights  in  this  legis- 
lation, and  that  you  have  required  to  be  included  in  value  that  which, 
under  existing  charters,  may  not  be  included  in  value. 

We  have  been  discussing  lands.  These  charters  place  the  same 
limitations  upon  the  acquisition,  ownership,  and  use  of  personal 
property  that  are  placed  upon  the  acquisition,  ownership,  and  use  of 
land.  The  only  value  which  a  jury  could  ascertain  for  these  interets 
if  the}'  were  now  being  condemned  would  be  the  value  Avhich  this 
property  would  have  to  the  carrier  for  the  use  for  which  it  had  been 
acquired,  to  wit,  its  use  for  railroad  purposes,  and  the  value  of  that 
use  has  been  declared  specifically  by  many  of  our  courts  to  be  the 
right  to  earn  a  fair  return  upon  the  actual  investment  made  in  the 
property.  This  was  so  held  bv  the  Supreme  Court  of  Illinois  in 
City  of  Chicago  r.  Union  Traction  Co.  (199  111.,  579,  at  645),  where, 
after  reviewing  the  cases  in  the  Federal  courts  and  the  United  States 
Supreme  Court,  including  the  case  of  Smith  v.  Ames,  which  discuss 
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but  do  not  finally  prescribe  the  method  of  determining  the  "  value  " 
of  the  interests  of  the  railroad  companies,  the  court  said : 

A  public-service  corporation  is  entitled  at  the  very  most  only  to  a  protit  on 
the  actual  investment. 

That  is  the  sole  interest  conferred  by  the  States  in  granting  char- 
ters to  and  creating  these  railroad  corporations.  It  is  the  sole  in- 
terest that  is  protected  by  the  Constitution  of  the  United  Sates.  I  am 
advocating  no  new  doctrines.  I  am  applying  to  this  problem  settled 
principles  and  decisions  of  State  courts  and  the  Supreme  Court  of 
the  United  States  that  have  never  been  modified,  and  which  pecu- 
liarly apply  to  this  situation. 

I  confidently  predict  that  when  these  issues  are  squarely  presented 
to  the  Supreme  Court  it  will  in  nowise  recede  from  the  principles 
it  has  consistently  declared,  nor  will  it  shrink  from  the  application 
of  these  eternal  principles  to  the  facts  involved  in  the  settlement  of 
the  railway  problem. 

Investment  actually,  honestly,  and  prudently  made  measures  the 
full  extent  of  the  property  interests  which  railway  corporations  may 
possess. 

They  are  entitled  to  earn  a  fair  return  on  such  investments,  but  no 
more.  The  public  must  return  to  them  only  the  amount  of  such  in- 
vestments, if  the  property  be  taken  from  them  by  governmental 
operation ;  no  more  and  no  less. 

All  values  inherent  in  these  properties  in  excess  of  such  investments 
are  values  which  were  retained  for  the  public  and  which  the  public 
can  not  be  compelled  to  buy,  because  the  public  is  now  lawfully — if 
not  actually — possessed  of  those  values. 

I  want  to  digress  there  for  just  a  moment.  If  the  Government 
were  to  acquire  these  properties  for  governmental  ownership  by  con- 
demnation, or  otlierwise,  but  taking  the  condemnation  case  as  being 
the  most  specific,  you  would  not  be  condenming  these  properties  for 
public  use.  That  is  a  misconception  of  the  nature  of  such  a  pro- 
ceeding. These  properties  are  already  held  subject  to  the  public 
use,  and  when  condemned,  the  public  would  have  no  greater  use  of 
the  properties  than  it  enjoys  now  and  has  enjoyed  since  their  dedi- 
cation to  the  public  use.  You  would  be  acquiring  that  private  in- 
terest which  exists  in  these  properties,  subject  to  the  public  use;  not 
the  properties,  but  the  private  interest  which  has  been  granted  in 
the  properties;  that  is  wnat  you  would  acquire — the  outstanding  in- 
terest. 

Senator  Cummins.  When  you  speak  of  "private  interest,"  you 
mean  the  interest  that  the  present  railway  company  has  in  the 
oroperty  ? 

Mr.  Plumb.  Yes;  I  mean  the  interest  which  the  corporations  pos- 
sess in  the  properties  which  they  hold  subject  to  the  public  use.  It 
is  not  the  public  use  you  would  acquire,  but  the  private  interest. 

Senator  Undekavood.  I  think  that  is  clearly  understood,  Mr. 
Plumb.  My  question  this  morning,  referring  to  taking  private  prop- 
erty for  public  use.  was  in  connection  with  that  portion  of  the  or- 
ganic law  that  requires  payment  for 

Mr.  Plumb  (interposing).  Due  compensation? 

Senator  Underwood.  Yes,  due  compensation. 

Mr.  Plumb.  For  the  property  taken? 
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Senator  Underwood.  Yes. 

Mr.  Plumb.  But  that  requires  this  clear  distinction  between 
"property"  and  "interest."  When  we  speak  of  the  "  property  "  of 
railroads  it  is  the  "  interest  "  which  they  possess,  not  the  things  which 
they  possess. 

NoAv.  we  come  to  the  public  interest  in  the  amount  of  value  or 
money  which  is  conceded  to  be  entitled  to  receive  interest  returns. 

The  property  investment  account,  which  the  security  holders'  com- 
mittee asks  to  have  protected  by  an  adequate  return,  amounts  in 
round  numbers  to  $18,000,000,000.  This  account,  as  above  stated,  has 
included,  since  1907,  all  expenditures  made  on  property,  no  matter 
from  what  source  the  moneys  were  received,  and  includes  expendi- 
tures made  out  of  earnings  as  well  as  expenditures  made  out  of  capi- 
tal funds.  If  this  amount  be  made  the  basis  of  interest  returns  under 
private  ownership,  and  that  return  is  limited  to  6  per  cent,  the  cost 
of  using  that  capital  would  be  $1,080,000,000.  At  4  per  cent,  under 
Government  ownership,  this  would  cost  $720,000,000 — a  saving  in. 
favor  of  the  public  of  $360,000,000  per  annmn. 

If  we  were  to  eliminate  from  this  capital  basis  all  expenditures 
not  represented  by  actual  investments — we  have  no  figures  available 
which  would  indicate  the  amount  of  money  which  would  then  con- 
stitute the  base — but  for  the  purpose  of  illustration,  we  will  assume 
that  one-third  of  the  present  property  investment  account  is  made  up 
of  fictitious  securities  and  investments  out  of  earnings.  If  that  were 
so,  then  the  base  would  be  $12,000,000,000  instead  of  $18,000,000,000. 
At  6  per  cent,  under  private  ownership,  the  cost  of  this  money  would 
be  $720,000,000  per  annum ;  at  4  per  cent,  under  Government  owner- 
ship, it  would  be  $480,000,000— a  saving  to  the  public  of  $240,000,000, 
as  against  a  saving  of  $360,000,000  on  the  basis  of  the  private  invest- 
ment account. 

I  make  this  illustration  simply  to  indicate  that  the  greater  the 
demands  of  the  corporations  and  the  security  holders  the  greater  the 
necessity  for  Government  ownership  and  the  greater  will  be  the  sav- 
ing to  the  public.  As  the  demands  of  the  corporations  and  the  se- 
curity holders  diminish,  the  benefits  of  Government  ownership  will 
diminish  in  regard  to  savings  on  capital  alone,  but,  in  any  event  and 
on  any  basis,  the  percentage  of  public  benefit  remains  the  same;  it 
is  only  the  amount  that  varies. 

The  public  must  be  taxed  to  meet  the  capital  requirements  under 
either  system,  and  it  resolves  itself  into  this  ultimate  question.  Will 
you  authorize  private  corporations  to  tax  the  public  from  25  to  50 
per  cent  excess  in  order  to  meet  the  requirements  of  private  capital 
secured  by  corporate  guaranty,  when  you  can  just  as  efficiently  ren- 
der the  service  on  a  tax  from  25  to  50  per  cent  less  to  meet  the  re- 
quirements of  private  capital  secured  by  governmental  guaranty? 

Now.  the  decline  in  market  value  of  railway  securities,  as  indica- 
tive the  steady  tendency  toward  lower  market  value  for  railway 
securities,  I  call  your  attention  to  the  following  tabulation,  which 
shows  the  par  value  of  railway  stocks  and  bonds  as  compared  with 
the  market  value  of  the  same  securities  for  the  years  1912.  1916,  1917, 
and  for  Januarj^  of  the  year  1919.  The  figures  for  the  first  three 
years  are  found  on  pages  26  and  27  of  the  report  of  this  committee 
on   Senate  resolution   171.     The   figures  in  the  fourth,  column,  for 
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January,  1919,  are  based  upon  the  amount  of  securities  shown  to  be 
outstanding  at  this  time  in  the  testimony  before  this  committee  at 
this  hearing-.  I  have  applied  thereto  the  level  of  market  quotations 
on  railway  stocks  and  bonds  as  published  in  the  financial  section  of 
the  New  York  Evening  World  for  January  18,  1919.  The  World 
reported  the  average  market  values  of  a  selected  number  of  railway 
stocks  for  the  preceding  two  weeks  as  70.  The  average  market  value 
of  a  selected  number  of  railway  bonds  was  given  as  80.5  for  the  same 
period.  Applying  the  percentages  to  the  amount  of  stocks  and 
bonds  shown  by  the  evidence  to  be  outstanding  gives  the  results  in- 
dicated in  this  column. 


January,  19Z9. 


Var  YiUue  stocks i  So,  766, 000, 000  I  $6,314,000,000  |  $6,314,000,000  $7,000,000,000 

Market  value  stocks 6,347,000,000  1  5,973,000,000  i    4,990,000,000  4,900.000,000 

Par  value  bonds [    9,321,000,000!  10,021,000,000     10,021,000,000,  11,000,000,000 

Market  value  bonds I    8, 680, 000, 000  '  8, 933, 000, 000  '    8, 433, 000, 000  \  8, 800, 000, 000 

(  ombined  par  value j  15,087,000,000;  16,336,000,000     16,336,000,000  1  18,000,000,000 

Comhuied  market  value 15,027,000,000  14,906,000,000     13,423,000,000  13,700,000,00i) 


The  percentage  of  market  value  to  par  value  of  stocks  in  1912 
was  110  per  cent;  in  1916,  91  per  cent;  in  1917,  79  per  cent;  in 
January,  1919,  70  per  cent.  The  percentage  of  market  value  to  par 
value  of  bonds  in  1912  was  93  per  cent;  in  1916,  89  per  cent;  in  1917, 
84  per  cent ;  in  January,  1919,  80  per  cent. 

Now.  the  thing  that  I  want  to  call  your  attention  to  there  is  that 
the  combined  market  value  of  stocks  and  bonds  in  1912  was  very  close 
to  the  combined  par  value — the  par  value  being  fifteen  billion  eighty- 
seven  million  and  the  market  value  being  fifteen  billion  twentv- 
seven  million.  The  discrepancv  between  those  tw^o  had  grown  in 
1916,  when  the  par  value  was  $16,886,000,000  and  the  market  value 
was  $14,906,000,000.  In  1917  they  used  the  same  figures  for  par 
value  that  were  given  in  1916.  but  the  market  value  had  decreased 
to  $13,423,000,000.  In  January  of  1919,  assuming  that  there  was 
a  par  value  of  $18,000,000,000— and  that  is  what  has  been  estimated 
in  this  hearing — applvins:  tlie  World  averages,  the  market  value  was 
but  $13,700,000,000. 

In  that  connection,  I  want  to  call  your  attention  to  a  tabulation 
introduced  by  Mr.  Woolle^y,  showing  the  market  quotations  on  rail- 
road stocks.  This  appears  in  the  evidence.  I  have  had  these  columns 
added  and  the  averages  deduced.  They  are  quite  different  from  the 
averages  shown  in  the  tabulation  I  have  presented  above. 

On  July  1,  1914,  the  average  market  value  of  the  stocks  of  these 
30  railroads  was  shown  to  be  nearly  77  per  cent,  as  against  the  show- 
ing in  the  tabulation  for  1912  of  110  per  cent.  On  April  7,  1917,  the 
average  was  62  per  cent.  On  October  1,  1917,  it  was  54  per  cent. 
On  December  28,  1917 — the  day  the  President  issued  his  proclama- 
tion— the  average  of  stock  values  was  only  49  per  cent.  It  had  in- 
creased by  November  12,  1918,  to  58  per  cent:  and  on  December 
27,  1918,  it  had  again  fallen  to  50  per  cent — a  very  material  reduction 
of  the  averages  shown  in  the  testimony  before  this  committee  last 
year. 

The  percentage  of  market  value  to  par  value  of  stocks  in  1912,  as 
shown  in  the  testimony  last  year,  was  110  per  cent;  in  1916,  it  was 
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94  per  cent;  in  1917,  79  per  cent;  in  Januar},  1919,  70  per  cent;  and 
the  bonds  in  the  same  period  had  fallen  from  93  per  cent  to  80  per 
cent. 

This  indicates  a  constantly  declining  level  of  market  values,  so 
marked  that  the  increase  in  the  amount  of  outstanding  securities 
has  not  preserved  the  total  aggregate  market  values;  such  value  in 
1915  being  $15,000,000,000  with  a  trifle  over  $15,000,000,000  par  value 
of  securities  outstanding;  whereas  in  1919  a  par  value  of  $18,000,- 
000,000  of  securities  sustained  a  market  value  of  only  $13,700,000,000. 

I  have  made  this  presentation  for  the  purpose  of  showing  that 
certainly  tlie  owners  of  these  securities,  in  the  face  of  this  record, 
have  some  reason  for  alarm  as  to  the  future,  and  may  properly  be 
justified  in  appealing  to  Congress  to  help  preserve  them  from  fur- 
ther losses. 

Senator  Cummims.  Mr.  Plumb,  I  assume  it  is  so,  but  I  will  ask 
you  in  order  that  the  record  may  show  it.  Was  the  average  market 
value  in  each  of  these  several  years  ascertained  by  reference  to  the 
same  period  in  each  of  the  years? 

Mr.  Plumb.  Let  me  see.  I  believe  the  year  1917  was  the  calendar 
year  and  the  other  two  were  the  financial  years,  as  I  remember  it. 

Senator  Cummims.  These  are  the  averages  for  two  weeks.  Pos- 
sibly I  am  wrong  about  that,  but  over  what  period  in  each  of  these 
years  did  this  inquiry  as  to  average  market  value  extend? 

Mr.  Plumb.  That  is  disclosed  on  pages  26  and  27  of  the  report  on 
Senate  resolution  ,171.  The  market  value  was  determined  by  striking 
an  average  between  the  highest  and  the  low- est  quotations  during  the 
year,  as  shown  by  Poor's  Manual  of  Railroads  for  1912  and  1916, 
and  the  Financial  Chronicle  of  1917. 

Senator  Cummins.  That  is  an  average  ascertained  or  reached 
simply  by  taking  the  liigh  point  and  the  low  point  during  each  of 
the  years? 

Mr.  Plumb.   Yes. 

Now,  here  is  a  suggested  plan  for  acquiring  these  properties.  The 
stock  issues  represent  the  entire  equity  in  these  properties.  The 
market  value  of  this  interest,  based  on  the  figures  given  in  the  New 
York  Evening  World,  is  a  trifle  less  than  5,000,000^000 ;  to  be  exact, 
$4,900,000,000 ;  if  it  were  determined  by  the  averages  in  Mr.  Woolley's 
paper  for  approximately  the  same  date,  it  would  have  been  but 
three  and  a  half  billion  dollars.  While  I  have  always  contended  that 
the  value  of  the  railroad  company's  interest  in  its  property  could 
only  be  measured  by  the  investment  actually  in  the  service  of  the 
public,  yet  for  practical  purposes  present  market  values  closely  ap- 
proximate what  I  estimate  to  be  the  actual  investment  now  in  the 
service  of  the  public.  The  holders  of  these  securities  during  the 
past  six  years  have  faced  a  constant  decline  in  market  values,  and  the 
end  of  that  decline  is  not  yet  in  sight.  If  they  could  now  exchange 
the  securities  held  by  them  for  Government  bonds  of  a  par  value 
equivalent  to  the  present  market  value  it  would  require  but  $5,000,- 
000,000  to  finance  the  exchange.  This  Congress  readily  appropriated 
last  year  one-half  billion  for  the  aid  of  these  properties;  you  are  now 
tisked  to  appropriate  at  this  session  three-quarters  of  a  billion  more, 
making  n  total  of  one  and  onc-qunrter  billion  of  Government  aid 
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extended  to  railways.  Four  times  this  amount  would  be  sufficient 
to  purchase  all  stocks  at  present  market  values. 

I  do  not  mean  that  you  should  authorize  a  wholesale  exchano'e  of 
these  securities  without  some  tribunal  to  establish  values,  but  if  a 
tribunal  Avere  provided  that  sought  to  establish  values,  and  found 
that  market  values  closely  approximated  the  real  value,  it  seems  to 
me  it  would  be  aj)propriate  to  permit  that  tribunal  to  offer  a  tenta- 
tive method  of  exchange,  which  might  be  accepted  by  the  security 
holders  if  they  so  desired,  as  a  quick  solution  of  the  problem.  If  the 
holders  of  the  securities  did  not  desire  to  accept  that  offer,  then  pro- 
ceed with  your  condemnation  and  acquisition  of  the  property ;  but  if 
thej'  would  accept  the  offer,  a  convenient  method  of  exchange  ( ould 
then  be  arranged  on  the  terms  prescribed  by  that  tribunal — the  In- 
terstate Commerce  Commission — or  other  tribunal  that  you  might 
delegate  to  do  that  work. 

A  second  method  is  provided  in  the  amendments  of  sections  1,  2, 
and  3  of  the  Senate  resolution  171,  which  I  submitted  to  this  com- 
mittee January  23, 1918,  found  on  pages  1011  and  1012  of  3'our  report, 
the  only  change  in  the  proposed  amendment  being  that  upon  the  final 
determination  of  the  total  amount  of  money  upon  which  the  corpora- 
tion was  entitled  to  receive  a  return  under  the  provisions  of  its 
charter  that  there  should  be  paid  to  the  corporation  the  amount  so 
ascertained  for  distribution  to  its  creditors  and  security  holders  as 
their  interests  might  appear. 

In  conclusion,  under  the  old  regime  no  reduction  in  rates  was  ever 
instituted  by  the  railroads,  except  where  such  reduction  was  intended 
to  produce  increased  net  revenues.  All  increases  in  net  revenues  are 
now  urged  in  the  valuation  proceedings  as  the  basis  for  increased 
returns ;  no  reduction  in  rates  has  ever  been  made  to  absorb  surplus 
earnings,  but  surplus  earnings  are  used  as  a  basis  for  increased  rates. 
Under  the  old  regime  the  more  the  public  was  taxed  for  this  service 
the  less  it  received,  and  there  was  no  hope  extended  to  the  people  of 
ever  procuring  a  reduction  in  the  cost  of  transportation.  This  tend- 
ency is  perfectly  exemplified  in  the  exhibit  found  on  page  293  of  Mr. 
Clark's  testimony  before  this  committee — but  that  was  not  part  of 
the  testimony  offered  by  Mr.  Clark:  it  was  in  the  Sisson  correspond- 
ence between  Commissioner  McChord  and  Mr.  Sisson,  which  was  in- 
troduced on  those  pages  of  Mr.  Clark's  testimony — where  it  is  shown 
that  the  capitalization  of  the  railways  in  1910  has  outstripped  the 
investment  in  railways  by  $2,000,000,000.  an  amount  almost  exactly 
equivalent  to  the  surplus  accunuilations  of  the  railways  for  that  year, 
as  shown  by  the  Sisson  letters.  This  excess  of  securities  demanding 
a  return  over  the  number  of  dollars  at  work  to  earn  a  return  is  con- 
stantly increasing. 

I  want  to  say  there  that,  apparently,  in  the  preparation  of  the 
figures  shown  in  the  Sisson  letters  there  was  no  deduction  made  from 
the  outstanding  capitalization,  due  to  duplicate  capitalization;  but 
the  amount  shown  there,  of  upward  of  $19,000,000,000.  as  being  the 
amount  of  outstanding  capitalization,  apparently  includes  duplicate 
capitalization.  If  that  had  been  eliminated,  perhaps  this  criticism 
could  not  properly  be  made,  for  I  understand  that,  with  the  elimina- 
tion of  duplicate  capitalization,  the  amount  of  original  capitalization 
outstandinir  is  sliobtlv  less  than  the  total  of  investment  account. 
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Senator  Cummins.  Mr.  Plumb,  there  is  one  statement  you  have 
just  read  which,  I  fear,  would  be  susceptible  of  misunderstanding, 
and  I  know  that  you  want  to  be  perfectly  clear.     You  say : 

This  tendency  is  perfectly  exeniplitied  in  the  exhibit  found  on  page  293  of 
Mr.  Clarli's  testimony  before  this  committee,  wliere  it  is  shown  that  the  capitali- 
zation of  the  railways  in  1916  has  .outstripped  the  investment  in  railways  by 
.$2,000,000,000,  an  amount  almost  exactly  equivalent  to  the  surplus  accumiila- 
tions  of  the  railways  for  that  year. 

You  mean,  of  course,  that  that  is  the  surplus  for  all  years ;  that  is 
the  aggregate  surplus  at  the  end  of  that  year? 

Mr.  Plumb,  Yes;  the  aggregate  surplus  that  was  in  existence  at 
the  end  of  the  year,  although  it  had  been  accumulated  during  all  the 
years  in  the  past. 

Senator  Cummins.  Yes.  One  reading  that  might  assume  that  you 
had  stated  that  the  surplus  for  that  year  was  $2,000,000,000. 

Mr.  Plumb,  Well,  that  is  an  unfortunate  statement.  I  meant  that 
the  surplus  at  the  end  of  that  year  was  upward  of  $2,000,000,000;  not 
that  the  surplus  accumulated  during  that  year  was  $2,000,000,000. 

Senator  Cummins.  I  understand. 

Mr,  Plumb.  Under  the  scheme  which  we  propose  every  increase  in 
surplus  earnings  tends  to  a  reduction  in  rates.  Every  expenditure 
out  of  earnings  for  betterments  or  improvements  tends  to  increase 
rhe  a<  tual  investment  without  any  increase  in  fixed  charges.  Every 
improvement  made  upon  the  properties  and  paid  for  by  local  taxa- 
tion tends  to  increase  earning  power  with  no  increase  in  fixed  charges. 
Every  application  of  surplus  earnings  to  a  reduction  of  outstanding 
capital  tends  to  diminish  fixed  charges,  again  favoring  a  reduction 
in  rates. 

So  that  every  tendency  under  the  scheme  which  we  propose  is  to  a 
reduction  of  the  capital  investment,  a  reduction  of  fixed  charges,  an 
increase  of  plant  and  equipiricnt,  an  increase  of  efficiency,  with  an 
absolute  limitation  placed  upon  a  diversion  of  earnings  from  the 
public  benefit  to  labor  as  tlie  price  paid  for  efficiency. 

It  seems  to  be  admitted  that  something  must  be  paid  for  efficiency 
and  economy.  The  supporters  of  the  theory  of  private  operation 
say  that  tliat  is  the  only  way  in  which  good  service  can  be  rendered, 
and  necessaril}'  it  will  cost  more.  If  a  price  must  be  paid  for 
efficiency,  why  not  pay  it  to  those  merchants  who  have  efficiency  to 
sell?  Capital  does  not  produce  efficiency.  Skill,  labor,  application 
produce  efficiency ;  and  if  you  can  get  efficiency  out  of  those  who  are 
skilled  and  who  labor  and  who  are  willing  to  give  application,  by 
paying  the  price  to  another,  it  seems  to  me  you  ire  getting  some- 
thing that  does  not  exist. 

Senator  Underwooo.  Mr.  Plumb,  you  are  unquestionably  right;- 
if  you  are  going  to  pay  tlie  price  for  efficiency,  it  does  not  go  to 
efficiency,  but  it  goes  to  the  producer  of  efficiency ;  but,  in  the  end, 
efficiency  in  the  organization  comes  from  the  appointing  power.  It 
is  the  same  whetlier  it  is  governmental  or  private.  It  is  the  man  who> 
makes  the  selection  of  tlie  men  who  operate  the  endeavor,  who  produce 
the  efficiency ;  and,  therefore,  it  is  not  a  question  of  price  directly, 
but  only  incidentally;  and  the  question  of  efficiency  goes  right  back 
to  the  machinery  of  the  appointing  power.  Now,  whetlier  that  can 
be  a' complisheci  better  by  a  Government  agency  or  bv  a  private- 
agency,  of  course,  is  an  open  question. 
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Mr.  Plumh.  It  seems  to  lue  that  if  you  seek  to  iiciomplish  that 
result  by  (jovernnient  agency,  the  appointing  power  will  be  swerved 
by  political  exigencies,  and  you  retain  the  operation  within  the  realm 
of  politics.  If  you  confer  that  appointive  power  upon  those  who 
produce,  and  who  are  most  interested  in  producing  efficiency,  and 
who  will  suifer  by  their  own  mistakes,  you  have  got  every  incentive 
offered  to  this  operating  corporation  that  you  can  offer  under  the 
capitalistic  regime.  Now,  wlien  capital  desires  a  peculiarly  efficient 
o])erative,  it  does  not  select  a  banker;  it  selects  the  man  whose  educa- 
tion in  efficiency  has  been  based  on  experience  in  labor.  The  greatest 
railway  operatixes  we  have  in  America  to-day,  the  men  who  direct 
the  policies  for  finance,  are  men  who  are  the  products  of  the  labor,  the 
inchistrial  side  of  these  corporations.  x\nd  those  men  certainly  will 
be  as  readily  re;  ognized  under  our  scheme  as  they  liave  been  under 
tlie  financial  scheme.  There  will  be  eveiw  inducement  to  select  such 
men.  and  their  efficiency  will  be  more  than  (juadrupled  under  this 
provision,  becau.se  they  will  not  be  hauipered  by  the  dictates  of  in- 
experienced operatives  who  control  capital. 

The  Chairman.  Are  there  any  further  questious  that  any  member 
of  the  (onunittee  desires  to  ask  Mr.  Plumbs 

Senator  Cummins.  I  have  a  few,  Mr.  Chairman.  The  inquiry 
that  I  make  is  with  especial  reference  to  the  suggestion  just  made 
by  Mr.  Plumb.  In  your  statement  you  have  outlined  the  practical 
operation,  so  far  as  earnings  are  concerned,  of  the  plan  you  have 
proposed.  1  want  you  to  help  me  to  settle  my  own  mind  with  re- 
gard to  a  somewhat  difficult  proposition  involved  in  that  application. 
Of  course,  we  must  think  now  and  then  of  the  men  who  pay  the  bills 
as  well  as  the  men  who  are  to  receive  the  money  resulting  from  opera- 
tion; we  all  agree  to  that.  Now,  assuming  that  the  railway  capital 
is  $18,000,000,000 — which,  understand,  I  only  use  for  the  purpose  of 
comparison,  inasmuch  as  j-ou  have  used  it 

Mr.  Plumh  (interposing).  I  have  only  used  it.  Senator,  because 
that  was  the  extreme  that  I  could  conceive,  and  it  made  the  proposi- 
tion as  difficult  as  possible. 

Senator  Cummins.  Yes.  We  will  assume  that  the  (lovernment 
guarantees  a  return  annually  of  44  per  cent  upon  that  capital,  and 
that  that  is  a  fair  return,  made  certain  by  the  Government  obligation. 
Then  we  have,  added  to  that,  the  cost  of  maintenance  and  operation, 
which,  of  course,  must  alwaj^s  be  considered.  The  commission  is 
now  at  work,  we  will  imagine,  trying  to  ascertain  or  to  fix  a  reason- 
able rate  for  the  performance  of  the  service.  It  finds  that  it  costs 
so  much  to  maintain  and  operate  the  property  and  that  the  capital 
charge  at  4^  per  cent  is  so  much.  It  then  comes  to  the  work  of  as- 
certaining how  much  ought  to  be  added  to  those  rates  in  order  to 
furnish  an  incentive  to  men  to  work.  That  is  the  substance  of  it,  is 
it  not? 

Mr.  Plumb.  How  you  can  retain  the  interest  of  lal)or? 

Senator  Cummins.  Yes. 

Mr.  Plumb.  Well,  my  thought  on  that  is  this:  Everyone  has 
agreed,  so  far  in  this  hearing,  that  the  present  level  of  wages  is 
equitable  and  just  under  pi-esent  conditions;  that  we  could  not  ex- 
pect the  men  to  work  for  less.  Rates  ha\e  been  advanced  to  meet 
the  war  emergency  and  to  cover  the  increase  in  wages.  Suppose  we 
started  at  the  ])resent  level  of  rates,  under  my  scheme,  and  the  pres- 
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ent  level  of  wages,  tuid  no  further  increase  in  rates  was  asked  for; 
labor  would  get  nothing-  by  way  of  a  dividend  until  it  had  produced 
a  revenue  in  excess  of  what  was  required  to  meet  operating  expenses, 
fixed  charges,  a  sinking  fund,  maintenance,  etc.  The  moment  that 
dividend  did  reach  5  per  cent  of  the  gross  receipts  there  would  be  a 
j-eduction  in  rates  to  absorb  an  equivalent  amount  of  surplus.  You 
are  starting  with  a  proposition  whicli  is  fixed  by  present  conditions 
and  working  naturally  and  gradually  to  lower  levels.  If  there 
should  be  tremendous  savings  in  the  first  year  of  operation,  that,  by 
this  scheme,  would  be  automatically  corrected  in  the  second  year. 

Senator  Ci  mmiiss.  I  think  you  did  not  quite  understand  my  ques- 
tion or,  at  least,  the  thought  in  my  mind.  Now,  I  am  assuming  that 
capital  is  satisfied,  and  ought  to  be  satisfied,  with  its  4^  per  cent  re- 
turn; I  am  assuming  that  the  compensation  to  be  paid  to  all  the  oper- 
atives, no  matter  how  they  may  be  classified,  is  fair  compensation; 
it  may  l)e  higher  than  the  present  standard,  or  it  may  be  lower;  we 
can  not  anticipate  that;  but  whatever  the  compensation  is.  we  will 
assume  it  is  fair  compensation. 

Now,  if  it  rested  there  the  body  which  fixed  the  rates  would  have 
little  difficulty  in  ascertaining  what  is  a  reasonable  rate,  or  what  are 
reasonable  rates,  in  order  to  produce  the  amount  that  will  be  required 
to  compensate  capital  and  to  compensate  the  men — the  one  for  the 
investment  in  the  pro})erty,  and  the  other  for  operating  the  property. 
We  then,  though,  come  to  the  thing  that  bothers  me.  The  Interstate 
Commerce  Commission  must  then  determine  how  much  must  be 
added  to  these  fixed  charges — properlj^  so-called,  I  think — in  order 
that  it  may  be  distributed  as  a  dividend,  either  to  the  Government  or 
to  labor. 

Mr.  Plumb.  I  think  I  can  answer  that  now. 

Senator  Cummins.  Remember  that  I  am  not  combating  the  doc- 
trine that  this  incentive — the  hope  of  profit,  the  hope  of  success — 
is  a  necessary  element  in  every  enterprise;  but  how  is  the  Interstate 
Commerce  Commission  going  to  fix  reasonable  rates  when  there  will 
be  no  standard  for  the  amount  of  the  incentive  that  is  required? 

Mr.  Plumb.  I  think  I  can  suggest  a  plan  for  that.  It  had  occurred 
to  me.  Assume  that  we  know  what  the  wages  and  what  the  operating 
expenses  are  accurately :  of  course,  we  know  what  the  fixed  charges 
are,  and  we  can  reach  an  approximately  correct  idea  of  the  sum  that 
must  be  pi'oduced  by  revenue  to  make  it  a  going  concern,  which 
leaves  no  dividend  for  labor  and  no  surplus  for  the  Government. 
Now,  suppose  we  assume  that  the  Government  says  that  it  ought  to 
receive  1  per  cent  of  the  gross  receipts  annually,  to  constitute  a  fund 
for  expenditures,  improvements  that  should  not  be  capitalized.  Then 
provide  rates  which  will  produce  a  minimum  of  1  per  cent  of  the 
gross  receipts  for  labor  and  1  per  cent  for  the  Government,  which 
shall  be  used  in  extension,  and  not  capitalized.  Fix  5  per  cent  as  the 
maximum,  and  when  that  reaches  5  per  cent,  put  in  your  minimum 
reduction. 

Senator  Cummins.  That  plan  would  require  Congress  to  fix  these 
percentages.  You  would  not  submit  to  a  changing  administrative 
body  the  discretion  or  judgment  with  regard  to  the  percentages  or 
the  actual  amounts  which  should  be  added  in  order  to  supply  the 
necessarv  incentive? 
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Mr.  Plumb.  Congress  should  fix  the  percentage  in  the  law  approv- 
ing the  contract  between  this  corporation  and  the  Government ;  and 
til  en  the  Interstate  Commerce  Commission  administers  the  rates  so  as 
to  meet  the  requirements  of  the  law. 

Senator  Cummins.  That  is  a  point  that  I  had  in  mind.  Then,  the 
fixing  of  rates — I  mean  not  the  distribution  of  rates,  but  the  fixing  of 
rates — with  reference  to  the  revenue  as  a  whole,  would  be  almost  a 
mathematical  computation  ? 

Mr.  Plumb.  Almost. 

Senator  Cummins.  There  would  be  no  real,  substantial  discretion 
in  the  Interstate  Commerce  Commission  or  in  any  other  body  with 
regard  to  rates? 

Mr.  Plumb.  Not  as  to  the  level  of  rates  and  the  gross  revenues  to 
be  produced,  but  in  the  distribution  of  the  rates  to  cover  different 
commodities  and  classifications. 

Senator  Cummins.  Certainly;  there  would  be  a  wide  discretion 
there. 

Mr.  Plumb.  Yes. 

Senator  Cummins.  But  the  commission  would  then  have  a  very 
certain  guide  with  regard  to  the  amount  which  the  rates,  as  a  whole, 
must  produce  ? 

Mr.  Plumb.  The  commission  would  sit  as  a  tax-fixing  body  more 
nearly  than  a  body  to  enforce  police  regulations,  because  the  amount 
of  the  burden  would  be  known,  and  it  w^ould  merely  mean  a  proper 
distribution  of  that  amount.  In  fact,  under  Government  ownership 
and  such  operation  as  this,  as  I  tried  to  make  plain  here,  the  rate- 
fixing  power  ceases  to  be  an  exercise  of  the  police  power  and  be- 
comes an  exercise  of  the  taxing  power. 

The  Chairman.  It  would  be  more  of  a  distribution,  would  it  not, 
Mr.  Plumb,  because  the  amount  of  tax  3^ou  would  know  certainly? 

Mr.  Plumb.  Yes. 

The  Chairman.  Just  how  to  distribute  it  would  be  the  only 
problem  ? 

Mr.  Plumb.  Yes;  that  woukl  be  the  problem  of  the  Interstate 
Commerce  Commission. 

Senator  Cuimmins.  There  is  only  one  other  point,  but  before  I  go 
to  that  let  me  ask  you  this:  Have  you  or  any  of  your  associates  in 
course  of  preparation  or  prepared  a  bill,  or  the  form  of  a  bill,  that 
would  carry  the  plan  that  you  have  outlined  into  execution  ? 

Mr.  Plu^nib.  Well.  Senator,  I  have  given  considerable  thought  to 
that.  It  would  be  presumptions  for  myself  or  my  associates  or,  1 
think,  for  anyone,  in  the  brief  time  that  has  elapsed,  to  even  attempt 
to  outline  the  necessary  legislation. 

In  principle  it  seems  to  me  there  should  be  three  separate  and 
distinct  forms  of  legislation — one  to  provide  for  the  governmental 
acquisition  of  these  properties;  one  to  provide  for  the  creation  ol 
the  corporation,  describing  its  powers  and  its  limitations;  and  one 
to  provide  and  authorize  the  contract  which  should  be  made  between 
the  Government  and  the  corporation.  Xow.  that,  of  course,  is  some- 
what nebulous  in  my  mind  as  yet,  but  I  hope  that  we  may  engage  in 
the  study  of  this  problem  to  such  an  extent  that  we  can  present  to 
you  in  due  season  n  draft  of  the  required  legislation  subject  to  your 
consideration.      T   do   not   think   that    we   conld    devise   a    complete 


EXTENSION  OF  GOVERNMENT  CONTROL  OF  RAILROADS.       1021 

scheme  of  logislalion  that  would  meet  the  requirements  of  this  case 
by  an.y  manner  of  means.  The  most  we  could  do  would  be  to  make 
sugrgestions. 

Senator  Cummins.  Certainly;  but  you  know  enough  about  legis- 
lation. I  am  sure,  to  understand  that  even  after  general  principles 
are  fairly  well  settled  in  the  legislative  mind,  many  questions  arise 
with  regard  to  the  form  in  which  the  principle  should  be  expressed 
or  the  manner  in  which  details  are  to  be  adjusted  and  those  details 
becomes  sometimes  very  important. 

Mr.  Plumb.  Yes. 

Senator  Cummins.  And,  so  far  as  I  am  individually  concerned,  it 
would  be  of  very  great  assistance  to  me  if  you  or  any  of  the  men 
who  have  presented  plans  to  the  committee  would  put  their  plans  in 
the  form  of  proposed  legislation.  I  think  it  could  be  studied  with  a 
great  deal  more  intelligence  than  simply  in  the  abstract.  That  is 
simply  a  suggestion,  however. 

Mr.  Plumb.  The  greatest  difficulty  in  the  preparation  of  any  legis- 
lation that  presents  itself  to  my  mind,  is  that  there  shall  be  in  no 
radical  movement  anything  which  attempts  to  deprive  present  prop- 
erty owners  of  any  vested  interests  which  they  have  acquired;  but, 
accompanying  that,  also  a  like  carefulness  that  no  more  shall  be 
■  allowed  them  out  of  the  public  domain  than  they  have  acquired. 

Senator  Cummins.  It  was  because  of  your  insistence — and  very 
proper  insistence— upon  that  phase  of  the  matter,  that  I  made  the 
observations  I  have  with  regard  to  the  form  of  legislation.  One 
other  point,  now,  and  I  shall  not  pursue  the  inquiry  further — and 
this  is  rather  an  expression  of  my  own  opinion,  than  anything  else: 
You  have  stated  that,  if  the  order  of  the  Director  General  respecting 
the  political  activities  or  energies  of  the  railway  operatives  were 
•withdrawn,  those  whom  you  represent  would  be  inclined  to  favor 
the  five-3^ear  extension  of  the  present  law.  Have  you  taken  into 
account  the  extreme  probability  that  if  a  law  is  passed  now  extend- 
ing the  present  operation  for  a  period  of  five  years  after  the  declara- 
tion of  peace  or  until  after  the  1st  of  January,  1924,  it  will  be  ac- 
cepted as  a  disposition  of  this  subject  for  the  time  being  and  that, 
in  all  human  probability.  Congress  will  not  take  up  the  work  of 
reaching  a  permanent  policy  until  shortly  before  the  period  of  Gov- 
ernment operation  expires? 

Mr.  Plumb.  Yes;  I  have  considered  that,  and  it  seems  to  me  that 
there  is  considerable  ground  for  that  argument.  I  do  not  think  it 
ought  to  be  diregarded.  Of  course,  it  is  a  matter  of  personal  judg- 
ment with  each  one  who  faces  it,  as  it  must  be  with  each  one  of 
you  gentlemen,  but  it  does  seem  to  me  that  the  danger  of  loss  to  the 
capitalistic  interests — I  do  not  mean  under  the  rate  of  return  which 
they  are  now  receiving — but  the  danger  of  loss  to  them  in  letting 
the  situation  become  more  complicated  with  the  passage  of  time,  the 
expenditure  of  Government  funds,  and  their  gradual  separation 
from  active  participation  in  the  control  of  their  properties,  will  be 
a  force  that  will  impel  them  to  seek  as  early  a  solution  as  possible. 
The  public  all  of  this  time  will  undoubtedly  feel  that  it  is  paying 
too  much  under  the  fixed  return  allowed;  and,  therefore,  the  public 
generally,  with  the  increase  in  rates  which  is  now  in  effect,  will 
begin  to  complain  bitterly  to  the  legislative  bodies  and  to  say:  " End 
this  situation  quickly."     And  labor,  I  know,  will  lend  all  of  its 
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efforts  to  the  earliest  possible  solution,  because  no  man,  who  has 
chosen  an  avocation,  desires  to  be  hung  up  in  the  air  for  three  or 
four  years  without  knowing  what  the  future  has  in  store  for  him. 

Now,  as  to  tlie  change  of  the  Executive  order;  as  that  order  now 
stands,  it  might  be  construed  to  be  broad  enough  to  prevent  these 
very  organizations  from  doing  what  the)'  are  to-day;  they  might 
not  be  permitted  to  contribute  money  for  the  political  purpose  of 
asking  me  to  assist  this  committee  in  this  political  issue.  Now,  we 
can  not  submit  to  that.  AVe  have  ideas  which  are  of  supreme  impor- 
tance to  us,  and  which  I  believe  will  greatly  assist  Congress  in  reach- 
ing its  solution;  and  we  must  be  as  free  to  organize  for  the  purpose 
of  the  presentation  of  those  ideas  as  is  the  executive  committee  of 
the  railway  officials,  or  the  security  holders'  committee.  I  do  not 
assume  that  tlie  railway  officials  and  the  security  holders  will  cease 
to  exert  influence  or  to  make  contributions  to  elect  Members  of  Con- 
gress. No  more  sJiould  we  cease  to  exercise  the  same  rights  and  privi- 
leges while  this  solution  is  pending;  and  if  we  are  to  suffer  that  limi- 
tation on  our  legitimate  activities,  the  objection  which  I  have  urged 
here  will  not  be  waived;  it  will  be  insisted  upon:  but  if  we  are  to 
have  the  freedom  of  presentation  that  others  have,  then  that  objec- 
tion to  the  extension  disappears;  and.  personally,  in  my  own  mind, 
I  do  not  see  how  a  proper  solution  of  this  question  can  be  reached 
within  one  session  of  Congress;  T  think  it  may  be  reached  within 
two;  and  I  do  not  mean  five  years — we  do  not  mean  that  five  vears  is 
necessary  but  we  think  tliat  21  months  is  too  short. 

Therefore,  if  an  extension  were  made,  to  be  terminated  when  the 
solution  should  be  reached,  and  to  take  in  all  roads  in  the  interim,  so 
that  v/e  would  not  have  these  some  two  thousand  and  odd  roads  that 
are  not  now  under  the  umbrella,  but  are  left  out  in  the  rain — if  they 
are  all  brought  in  where  they  can  all  be  working  in  harmony,  and 
where  the  employees  of  all  the  roads  can  be  working  in  harmony, 
where  the  jMiblic  is  dealing  with  but  one  interest,  it  would  seem  to  be 
advantageous  that  it  should  be  done. 

Senator  CuMMI^•s.  Mr.  Plumb,  ii  very  large  part  of  my  objection 
which  I  feel — I  may  change  my  mind — to  the  extension  for  five 
years  relates  to  the  form  of  the  present  laAv.  These  smaller  :md 
weaker  railroads  are  not  taken  in. 

Mr.  Plumb.  They  ought  to  be. 

Senator  CuM:\riKs.  The  President  has  no  power,  in  my  judgment, 
to  take  them  in  without  further  legislation. 

Mr.  Plumb.  Not  without  further  legislation ;  no. 

Senator  Cummins.  The  compensation  given  to  some  is  too  great 
and  the  compensation  given  to  others  is  too  little,  and  if  Congress 
were  to  undertake  to  revise  the  act  of  March,  1018,  and  rewrite  it, 
that  process  would  be  pretty  nearly  as  long  as  the  permanent  solu- 
tion of  the  problem.  T  think  that  you  are  right  in  believing  and  say- 
ing that  these  roads  ought  not  to  be  returned  to  their  owners  until 
Congress  does  adopt  its  permanent  policy :  that  is,  whatever  policy 
that,  so  far  as  we  can  then  see,  will  be  permanent.  But  I  want  to 
record  my  opinion  now — and  it  is  a  very  deliberate  judgment  formed 
upon  some  ex])erience — that  if  we  extend  the  time  for  five  years, 
there  Avill  be  nothing  done  of  a  decisive  character  until  immediately 
before  the  expiration  of  that  period.  Congress  has  before  it  all  the 
time  demands  for  legislation  greater  than  it  can  consider,  and  every- 
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body  knows  that  until  a  question  becomes  imminent  it  is  not  dealt 
with  by  any  legislative  body. 

I  never  knew  of  a  legislative  body  to  look  forward  5,  10,  or  15 
years  in  the  future,  in  order  to  provide  for  a  contingency  that  might 
then  happen.  Now,  we  have  a  public  alive,  keen  upon  the  subject; 
everybody  is  thinking  of  it;  bankers  are  preparing  plans;  railroad 
men  are  preparing  plans;  brotherhood  men  are  preparing  plans;  and 
my  very  strong  belief  is,  that  if  we  allow  this  opportunity  to  pass,  it 
will  be  taken  up  at  some  future  time,  of  course,  and  this  whole  in- 
quiry must  be  remade,  and  another  public  sentiment  be  aroused, 
and  another  public  opinion  consulted.  I  think  you  ought  to — and  I 
have  no  doubt  you  will — reflect  upon  that  situation. 

Mr.  Plumb.  Yes,  Senator;  but  my  experience  has  not  brought  me 
in  close  contact  with  such  legislative  bodies  as  we  have  here,  and  the 
conclusions  which  I  have  reached,  and  in  which  my  associates  concur, 
are  based  not  upon  legislative  experience  but  upon  our  knowledge 
of  the  tremendous  difficulties  of  the  situation,  the  tremendous  diffi- 
culty of  providing  for  the  consolidation  of  all  these  corporations  in 
such  a  manner  that  they  shall  not  receive  too  much,  and  that  they 
shall  still  not  be  deprived  of  any  substantial  right ;  and  it  is  the  mere 
mechanics  of  the  proposition  that  make  me  think  that  21  months  is 
too  short  a  time. 

Senator  Cummins.  But  the  mechanics  of  the  plan,  or  of  any  plan 
that  we  may  adopt,  will  not  be  worked  out  in  21  months.  That  work 
must,  necessarily,  be  committed  to  some  administrative  or  executive 
tribunal.  The  duty  of  Congress  is  to  provide  the  plan,  with  proper 
limitations  and  proper  details,  of  course;  but  Congress,  taking  your 
own  plan,  for  example,  can  not  attend  to  acquiring  all  of  these 
properties. 

Mr.  Plumb.  No. 

Senator  Cummins.  Congress  can  not  make  these  exchanges;  Con- 
gress can  not  proceed  to  the  condemnation  of  those  railroads  which 
do  not  come  willingly  and  voluntarily  into  the  plan,  and  while  I  do 
not  minimize  the  difficulties  of  the  problem,  mark  you — I  think  they 
are  very  great — the  legislative  part  of  the  problem — but  I  believe  the 
public  mind  is  in  better  condition  to  solve  those  problems  now  than 
it  will  be  at  the  end  of  four  or  five  years. 

Mr.  Plumb.  I  agree  with  you  there.  I  think  it  is  in  better  condi- 
tion to  solve  it  right  now  than  it  will  be  if  the  solution  be  delayed. 
The  only  difference  between  us  is  in  our  personal  conception  as  to 
whether  or  not  there  would  be  a  delayed  solution  by  reason  of  the 
continuation  of  governmental  operation  for  a  fixed  period.  If  the 
solution  can  be  found  within  the  21  minths,  it  would  be  a  great  relief 
to  all.  If  it  can  not  be  found  within  21  months,  would  a  stabilizing 
influence  at  this  time  compensate  us  for  any  lack  of  desire  to  come  to 
a  hurried  conclusion  that  some  interests  might  share? 

Senator  Cummins.  My  notion  is  that  it  is  the  duty  of  Congress, 
under  the  impulse  of  the  present  necessity,  to  go  forward  just  as 
rapidly  as  it  can,  not  to  a  hurried  conclusion  but  to  a  deliberate  con- 
clusion; and  if  it  finds  that  within  a  year  or  a  year  and  a  half  it  is 
unable  to  reach  that  conclusion,  it  can  then  determine  whether  there 
should  be  an  extension  of  the  period  of  Government  operation  or  not. 

Mr.  Plumb.  That  was  my  first  view  of  the  matter  and  it  was  the 
way  I  felt  about  it  until  I  had  an  opportunity  to  confer  with  these 
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men  who  are  more  intimately  connected  with  the  operation  of  the 
raih'oads,  and  until  I  had  heard  Mr.  Hines's  argument.  I  then  began 
to  think  that  they  had  the  better  of  the  argument,  and  that  I  was 
wrong. 

The  Chairman.  Mr.  Plumb,  as  I  understand  Senator  Cummins' 
query,  it  is  that  you  are  confusing,  or  the  others  here  have  confused, 
working  out  ultimately  a  satisfactory  solution  under  whatever  plan 
Congress  decides  upon,  putting  the  mechanical  part  of  it  into  oper- 
ation after  we  have  decided  on  the  plan.  Now,  is  it  your  opinion 
that  it  would  take  21  months  for  Congress  to  sift  and  study  and  de- 
vise the  plan  that  we  are  going  to  ultimately  determine  upon? 

Mr.  Plumb.  I  think,  Senator,  that  within  21  months  you  can  es- 
tablish your  general  principles.  You  might  build  the  frame  of  your 
vehicle,  and  then  let  the  completion  come  after  you  had  established 
the  design. 

The  Chairman.  That,  necessarily,  is  going  to  be  the  result,  no 
matter  what  plan  we  may  devise ;  when  it  is  put  into  operation  there 
will  come  the  test  of  its  real  practicability,  no  matter  how  fine  the 
theory  may  be  as  presented  by  different  ones;  whatever  we  decide, 
and  whatever  is  enacted  into  law,  the  test  of  its  use  is  going  to  de- 
termine whether  it  fits  or  not.  Of  course,  we  do  not  know  how  long 
that  may  take,  but  you  have  suggested  a  plan  here  which  Senator 
Cummins  has  suggested  you  might  put  in  the  form  of  a  bill;  Mr. 
Hines  has  a  plan;  Mr.  Clark,  of  the  Interstate  Commerce  Commis- 
sion, suggested  a  plan.  Now,  it  seems  to  me  that  Congress  need  not 
take  any  very  extraordinary  length  of  time  to  determine  what  is 
going  to  be  the  plan  that  it  will  decide  upon,  and  then  enact  that 
into  law.  Now,  just  how  long  it  will  take  to  work  out  the  wisdom  of 
that  plan,  of  course,  depends  upon  the  use  of  it ;  but  the  plan  itself, 
the  scheme  under  which  we  are  going  to  formulate  the  law  under 
which  the  roads  must  operate,  it  seems  to  me  that  a  five-year  period 
would  be  of  no  benefit  so  far  as  the  working  out  of  the  plan  is  con- 
cerned. The  five-year  period  may  be  necessary  in  order  to  have  cer- 
tain improvements  in  contemplation  of  the  present  Federal  admin- 
istration, and  allowing  those  improvements  to  go  on  and  reach  as 
near  perfection  as  may  be  within  the  five  years;  but  as  Mr.  Hines 
repeatedly  said  to  me,  or  said  to  me  twice  upon  query.  Government 
control  does  not  even  approximate  the  plan  that  he  has  in  contem- 
plation. 

Mr.  Plumb.  No,  it  does  not.  As  I  understand.  Government  con- 
trol does  not  approximate  any  plan.  It  has  notliing  to  do  with  any 
plan,  except  to  carry  on  the  existing  i)lan  until  there  is  a  plan 
adopted. 

The  Chairman.  Then,  I  think,  to  carry  out  certain  improvements 
and  to  bring  about  a  certain  condition  that,  as  mdicatcd  now,  needs 
to  be  brought  about,  perhaps  with  mental  reservation  that  when  the 
public  has  for  a  period  of  five  years  seen  these  improvements,  and 
what  practical  working  out  to  the  satisfaction  of  the  public  that 
would  give,  that,  in  whatever  scheme  we  devise,  a  perpetuation  of 
those  improvements  would  be  provided  for  in  that  scheme. 

Mr.  Plumb.  Oh,  certainly. 

The  Chairman.  Now,  it  does  not  seem  to  me  that  with  all  the 
light  before  us — and  I  imagine  that  all  the  plans  submitted  to  us 
here  have  emanated  from  those  who  may  have  had  more  experience 
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in  the  practical  operation  of  tlie  roads  than  the  members  of  this 
committee — but,  when  it  comes  to  the  difficulties  that  confronted  us 
under  the  old  regime,  we  were  about  as  well  advised  of  that  as  any 
others;  now,  when  we  have  left  the  actual  experience  of  the  past 
and  are  starting  into  the  future,  it  seems  to  me  we  might  just  get 
together  on  our  different  theories  and  find  out  which  theories  are 
common  to  most  of  us,  and  work  out  a  plan  in  less  time  than  five 
years. 

Mr.  Plumb.  Now,  I  am  talking  to  you  personally,  because  I  have 
had  no  chance  to  consult  with  my  associates  on  this  matter;  but  I 
think  that  by  no  means  should  the  roads  be  permitted  to  be  turned 
back  until  the  plan  is  effected,  whether  it  is  10  months  or  21  months 
or  5  years;  and,  that  if  there  were  any  danger  of  a  turning  back  of 
these  properties  before  Congress  acts,  then  your  first  duty  would  be 
to  pass  such  legislation  as  would  prevent  that  turning  back,  whether 
you  mention  a  period  or  not;  that  there  ought  to  be  no  possibility 
remaining  of  having  these  roads  dumped  back  into  the  old  composite 
scrap  heap  without  any  new  legislation. 

The  Chairman.  So  your  suggestion  ,then,  would  be  that  if  we 
reach  an^^  conclusion  at  all  in  reference  to  the  termination  of  the 
present  system,  it  would  be  predicated  upon  the  readiness  of  Con- 
gress to  submit  and  put  into  operation  whatever  law  it  intends  to 
put  in;  that  when  they  are  ready  to  do  that,  then,  ipso  facto,  this 
present  status  terminates  ? 

Mr.  Plumb.  Yes. 

The  Chairman.  And,  until  that  time,  let  it  remain  under  the 
present  status  rather  than  go  back  to  the  old  ? 

Mr.  Plumb.  But,  if  there  can  not  be  an  immediate  solution — and 
I  think  we  all  agree  there  can  not  be  an  immediate  solution — then 
something  might  be  done  to  better  the  present  solution  by  bringing 
all  the  roads  into  the  system.  • 

The  Chairman.  Oh,  I  think  that  is  conceded.  I  think  even  the 
present  administration  recognizes  the  fact  that  the  injustice  done 
the  short-line  roads  was  an  injustice  that  they  claim  grew  out  of  the 
war  emergency,  when  they  had  to  take  only  such  roads  as  would  con- 
tribute most  immediately  to  the  needs  of  the  Government  in  mobiliz- 
ing the  things  that  were  needed  for  war  purposes ;  but  now  that  the 
war  has  passed,  if  this  Government  control  is  to  continue,  there  is  no 
rhyme  or  reason  why  the  Government  should  not  take  in  the  entire 
transportation  system  of  the  country  to  discharge  a  peace  function. 

Mr.  Plumb.  And  yet  it  would  hardly  be  worth  while,  from  the 
standpoint  of  the  interests  of  the  owners  of  those  little  lines,  or 
from  the  interest  of  the  public,  to  take  them  in,  if  within  a  year  or 
six  months  they  were  to  be  turned  back  to  private  ownership. 

The  Chairman.  There  is  no  telling  what  they  might  do  to  the  ex- 
chequer in  six  months  or  nine  months. 

Senator  Cummins.  The  recommendation  is  to  simply  extend  this 
time  until  January  1,  1924.  That  is  the  recommendation.  Now, 
under  the  law  the  President  can  turn  them  all  back  at  any  time  he 
pleases,  and  he  can  turn  any  one  of  them  back  at  any  time  he  might 
agree  with  a  road  that  it  should  go  back. 

Mr.  Plumb.  That  recommendation  is,  of  course,  not  a  recommen- 
dation that  we  would  join  in.  If  there  is  an  extension  it  should  be  an 
extension  which,  in  itself,  would  amend  the  act;  and,  therefore,  make 
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it  perfectly  easy  to  amend  the  act  in  some  other  particulars,  and  not 
an  extension  for  five  years  absolutely,  but  an  extension  for  a  period 
not  to  exceed  five  years,  subject  to  such  other  orders  as  Congress 
might  make,  and  providing  for  the  incorporation  of  the  short-line 
roads.  That  seems  to  me  preferable  to  a  turning  back  at  this  time 
to  private  ownership  and  operation. 

Senator  Cummins.  I  am  entirely  opposed  to  that,  as  you  know. 

Mr.  Plumb.  And  if  it  lies  between  those  two  issues,  why,  there  is 
only  one  choice  for  us.  If  there  is  no  possibility  of  their  being 
turned  back  in  21  months  or  two  years  from  now — 21  months  after 
peace  is  declared — and  Congress  seeks  to  work  out  its  solution  within 
that  time,  and  this  committee  feels  confident  that  it  can  work  out  the 
solution  in  that  time,  then  I  do  not  see  that  we  need  to  insist  on  a 
further  extension,  though,  in  our  judgment,  as  practical  operating 
men,  we  rather  doubt  the  ability  of  Congress  to  work  it  out  within 
the  21-month  period.  But  you  are  better  judges  of  that  than  we  are. 
The  only  thing  we  are  insisting  upon  is  that  the  roads  shall  not  go 
back  now,  and  that  we  shall  not  continue  to  labor  under  this  dis- 
ability. The  rest  of  it  is  mere  personal  view,  but  that  is  what  we 
insist  upon. 

Senator  Cummins.  That  is  not  the  recommendation  of  the  director 
general  at  all.  The  recommendation  of  the  director  general  is  that 
we  shall  give  him  the  right  to  hold  them  for  five  years,  but  that  he 
can  dismiss  them  whenever  he  pleases. 

Mr.  Plusib.  We  did  not  so  understand  the  recommendation. 

The  Chairman.  Excuse  me.  Senator  Cummins;  did  you  so  under- 
stand the  present  director  general  in  his  plea  for  a  five-j'-ear  extension  ? 

Senator  Cummins.  No;  I  am  speaking  of  the  recommendation  of 
the  former  director  general. 

The  Chairman.  He  is  the  ex.  I  Avas  speaking  about  the  recom- 
mendation of  the  present  director  general. 

Senator  Cummins.  I  do  not  think  there  is  anything  in  Mr.  Hines's 
testimony  that  was  contradictory  of  Mr.  McAdoo's  suggestion. 
I  think  no  one  asked  him  whether,  for  instance,  suppose  we  should 
have  a  change  in  the  administration  in  1920 — devoutly  to  be  hoped 
for 

The  Chairman  (interposing).  From  certain  quarters. 

Senator  Cummins.  Suppose  that  President — who  may  not  be  a 
very  good  man — should  come  to  the  conclusion  that  even  if  he  had 
the  power  to  take  them  and  hold  them  for  five  j^ears,  he  would  prefer 
to  turn  them  back  immediately? 

The  Chairman.  I  do  not  know  that  this  is  adding  anything  to  the 
solution  of  this  problem,  but  I  understood  Mr.  Hines  to  definitely 
contend  throughout  his  entire  testimony,  which  I  think  will  be  veri- 
fied by  the  record,  that  we  were  to  commit  ourselves  definitely  to  a 
five-year  period.  There  Avere  certain  contingencies  that  were  dis- 
cussed, but  that  was  my  impression. 

Senator  Cummins.  That,  undoubtedly,  was  the  general  idea  that 
anyone  Avould  gather;  but  he  said  nothing,  nor  did  Mr.  McAdoo  say 
anything  about  changing  that  part  of  the  law  which  gives  to  the 
President  the  right  to  return  the  properties  to  the  railroad  companies 
whenever  he  thinks  the  emergency  has  passed. 
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The  Chairman.  But  you  see  there  is  no  emergency  in  this  what- 
ever. It  is  a  question  of  working  out  a  definite  plan  that  the  admin- 
istration had  in  view,  and  that  it  would  take  five  years  to  do  it ;  and 
I  suppose  he  meant  for  us  to  infer  that  that  extension  would  carry 
with  it  the  elimination  of  any  possibility  of  anyone  having  jurisdic- 
tion to  turn  them  back. 

Senator  Cumsiins.  I  think  he  regards  that  as  an  emergency. 

The  Chairman.  I  did  not  so  understand  him. 

Mr.  Plumb.  Our  conception  was  that  he  proposed  that  there  be  a 
five-year  extension  which  should  be  in  effect  until  Congress  had 
directed  otherwise;  that  is,  that  if  Congress  found  a  solution  within 
the  21  months  the  5-year  extension  would  thereupon  cease. 

The  Chairman.  But  that  would  be  at  the  instance  of  Congress. 

Mr.  Plumb.  At  the  instance  of  Congress  and  not  at  the  instance  of 
the  administration. 

The  Chairiman.  Yes;  that  is  quite  a  different  thing. 

Mr.  Plumb.  That  was  our  understanding. 

The  Chairman.  And  that  is  mine. 

Mr.  Plumb.  And  that  is  what  we  intended  to  approve. 

Senator  Cummins.  As  I  understand,  there  has  been  a  bill  or  a 
resolution  introduced  in  the  House  to  carry  out  that  recommenda- 
tion. I  have  not  seen  it,  and  I  ask,  for  information,  does  that  bill 
take  away  from  the  President  the  right  to  turn  back  these  roads 
whenever  he  pleases? 

The  Chairman.  I  have  not  seen  the  bill.  I  would  like  to  say  to 
the  committee  that  I  have  received  information  that  a  very  important 
vote  is  pending  in  the  Senate,  and  that  every  member  of  the  Senate 
is  asked  to  be  present.  I  hope  that  when  that  vote  has  been  taken  we 
may  return  for  just  a  while.  The  brotherhoods  will  go  on  Monday 
morning,  but  there  are  one  or  two  others  who  have  been  here  for  quite 
a  long  while  and  who  desire  to  make  short  statements,  and  I  will  ask 
the  members  of  this  committee  to  return  as  soon  as  the  vote  in  the 
Senate  has  been  taken. 

Senator  Underwood.  I  do  not  think  we  will  get  there  now  in  time 
for  the  vote.    I  think  we  might  as  well  go  ahead  here. 

The  Chairman.  The  chair  wants  an  opportunity  to  vote  on  this. 
Let  us  come  back  here  after  the  vote. 

(Whereupon,  at  4.17  o'clock  p.  m.,  the  committee  took  a  recess,  and 
at  4.30  o'clock  p.  m.  reconvened.) 

The  Chairman.  Is  Mr.  Cotterill  present? 

Mr.  Cotterill,  will  you  now  give  to  the  reporter  your  full  name  and 
address,  and  also  your  business  affiliation  ? 

STATEMENT  OF  MR.  CHARLES  E.  COTTERILL. 

Mr.  Cotterill.  I  appear  now  as  general  counsel  of  the  Southern 
Traffic  League.  It  was  originally  intended,  Mr.  Chairman  and  mem- 
bers of  the  committee,  that  I  should  read  a  prepared  statement;  but 
I  appreciate  the  limitations  on  the  time  of  the  committee  (this  being 
an  afternoon  session),  and,  with  your  permission,  I  would  much 
prefer  to  ask  the  privilege  of  having  that  prepared  statement  in- 
cluded in  the  record,  and  that  you  allow  me  to  abbreviate  it  in  my 
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oral  statement  to  you.  In  my  effort  to  abbreviate  I  shall,  no  doubt, 
speak  somewhat  disconnectedly;  but  I  want  to  get  before  the  com- 
mittee now  at  least  the  high  points  of  our  attitude  with  the  privilege 
of  smoothing  out  my  statement  later. 

The  Chairman.  All  right,  sir. 

Mr.  CoTTERiLL.  Now,  first,  as  to  the  composition  of  the  Southern 
Traffic  League.  It  is  composed  of  traffic  representatives  of  46  cham- 
bers of  commerce,  boards  of  trade,  and  traffic  associations  in  the 
South,  Broadly  speaking,  by  the  "  South  "  we  mean  south  of  the 
Ohio  and  east  of  the  Mississippi  Rivers.  Likewise,  there  are  repre- 
sentatives of  12  industrial  associations,  such  as  the  Avholesale  grocers' 
associations  of  the  South,  the  furniture  associations,  and  institutions 
of  that  character.  There  are,  in  addition,  about  75  individual  and 
important  shippers.  The  views  which  I  am  to  state  were  worked  out, 
in  part,  by  a  system  of  referendum ;  but,  in  the  main,  by  consultation 
between  these  traffic  representatives  and  their  employers  in  the  dif- 
ferent communities  from  which  they  come;  and  so  I  consider  that 
whatever  importance  is  to  be  attached  to  what  I  may  have  to  say  is 
due  more  to  the  fact  that  we  are  representing  the  public  sentiment 
of  the  shipping  interests  than  our  own  private  views,  although  they 
correspond  very  largely. 

Broadly  speaking,  the  attitude  of  the  shippers  of  the  South,  as  ex- 
pressed by  the  traffic  men  who  represent  them.,  is  this :  The^y  can  not 
catch  the  idea  or  appreciate  the  force  of  the  argument  that  in  some 
way  Congress  must  enact  more  or  less  fundamentally  radically  dif- 
ferent legislation  than  now  exists,  as  a  condition  precedent  to  the  re- 
turn of  the  railroads  to  private  operation.  By  that  we  mean  to  say 
that  there  may  be  practical  considerations  which  would  restrain  the 
return  of  the  railroads  instantaneously,  but  we  can  not  grasp  the 
force  of  the  contention  that  Congress  must  now,  at  this  most  diffi- 
cult period,  undertake  the  solution  of  all  of  the  immensely  impor- 
tant problems  which  have  been  presented  and  discussed  by  others. 
And,  in  passing,  I  think  it  is  well  to  repeat  that,  as  stated  by,  I  think, 
the  gentleman  who  preceded  me,  after  all,  it  is  from  the  Brother- 
hoods, from  the  railway  executives,  from  the  security  holders,  that 
this  demand  comes  for  something  very  fundamental  in  its  character. 
It  all  rests  on  the  assumption  that  the  conditions  preceding  Federal 
control  were  so  fundamentally  wrong  that,  at  least  as  applied  to  the 
future,  we  would  have  disaster  or  chaos  if  we  should  attempt  to 
operate  under  that  law  for  a  time  at  least.  Now,  we  do  not  maintain 
thart.  the  act  to  regulate  commerce  can  not  be  improved.  We  have 
been  convinced  that  the  period  of  Federal  operation  has  demon- 
strated some  practical  good  from  a  species  of  unified  operation ;  not 
unified  management,  but  unified  operation. 

The  ability  to  adopt  shorter  routes,  to  divert  traffic  so  that  a  cer- 
tain class  will  flow  in  one  direction  over  one  railroad  and  another 
class  of  traffic  will  flow  in  another  direction  over  another  railroad, 
and  economies  of  that  character,  no  doubt,  in  the  end  might  well  be 
adopted  by  Congress  as  permanent  additions  to  the  act  to  regulate 
commerce ;  but  whatever  may  be  the  ultimate  policy  of  Congress  with 
i*espoct  to  the  regulation  of  the  railroads,  we  see  no  need  for  defer- 
ring the  return  of  the  railroads  to  their  private  managers  under  the 
act  fo  regulate  commerce,  as  it  now  stands. 
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We  see  no  reason  why  it  may  not  be  done  in  advance  of  the  adop- 
tion of  anything  like  the  radical  programs  which  have  been  advanced 
to  you  by  these  different  interests.  Now,  it  follows  as  a  consequence 
of  what  I  have  said,  by  way  of  summary,  that  the  Southern  Traffic 
League  members  have  expressly  rejected  the  theory  of  Government 
ownership  as  a  permanent  solution;  and  they  have  expressly  rejected 
the  five-year  extension  which  has  been  asked  for.  In  addition  to  that 
the  Southern  Traffic  League  urges  Congress  not  to  change  the  act  to 
regulate  commerce  in  any  degree  which  would  affect  the  present 
operation  of  that  law  upon  intrastate  rates.  It  is  believed  that  the 
practical  working  out  of  the  law  as  interpreted  by  the  Supreme  Court 
of  the  United  States  is  all  that  is  required  for  the  present. 

We  apprehend  that  all  the  discussion  in  the  courts,  in  the  commis- 
sion, and  before  Congress  on  the  subject  of  conflicts  between  State 
and  interstate  rates  has  been  illuminating;  and  we  believe  that 
inevitably  it  will  be  but  a  short  time  before  the  State  and  National 
tribunals  themselves  will  have  largely  cured  the  causes  which  have 
led  to  the  desire  in  some  quarters  to  divest  the  States  of  their  rate- 
making  powers. 

The  Chairman.  Did  I  understand  you  to  say  that  you  recommend 
no  change  of  the  present  status  as  to  intrastate  and  interstate  rates  ? 

Mr.  CoTTERiLL.  No  change  in  the  act  to  regulate  commerce  or  in  the 
law.  As  you,  of  course,  know,  Mr.  Chairman,  the  construction  of  that 
law  is  simply  that  the  States  retain  the  right  to  regulate  their  rates ; 
but  when  the  result  of  State  regulation  is  to  bring  the  State  rates 
into  conflict  with  interstate  rates  and  to  produce  an  acual  discrimina- 
tion against  interstate  commerce,  then  the  Federal  power  intervenes 
and  is  fully  capable  of  correcting  it  under  the  existing  law;  and  we 
see  no  need  for  any  further  extension  of  Federal  authority  in  that 
direction. 

The  Chairman.  Do  you  intend,  in  the  course  of  what  you  have  to 
say  to  the  committee,  to  call  attention  to  what  effect  the  general  order 
raising  rates  25  per  cent  had  upon  intrastate  rates?  Do  you  intend 
to  give  any  examples  of  that  ? 

Mr.  CoTTERiLL.  The  effect  was  not  quite  as  severe  as  might  have 
been  supposed.  Of  course  in  any  scheme  of  percentage  increases  it 
results  that  the  higher  rate  is  increased  in  dollars  and  cents  a  greater 
amount  than  the  lower  rate,  where  it  is  increased  an  equal  percentage. 
To  that  extent  perhaps  there  was  a  widening  of  some  disparities 
existing  between  State  and  interstate  rates,  the  assumption  being 
that  the  State  rates  are  lower  generally  than  the  interstate  rates.  But 
inasmuch  as  the  opportunity  now  presents  itself  it  is  incumbent 
upon  us  to  try  to  impress  this  committee  now  that,  so  far  as  the  South 
is  concerned,  it  is  a  mistaken  assumption  that  our  intrastate  rates 
are  generally  lower  than  our  interstate  rates.  That  is  not  the  case. 
On  the  contrary,  in  the  two  efforts  which  the  railroad  companies 
themselves  made  prior  to  Federal  control  to  secure  extensive  revi- 
sions of  intrastate  rates  in  the  South  it  was  demonstrated  beyond 
even  contradiction — it  was  not  contradicted — that  in  almost  all  of 
the  important  instances  it  could  be  found  that  the  interstate  rate 
into  the  State  was  as  low  as  or  lower  than  the  intrastate  rate  itself. 
Now,  the  question  might  at  first  be  asked :  Was  that  due  to  the  fact 
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that  the  intrastate  basis  had  been  extended  by  the  carriers?  We  an- 
swer "  no."  If  this  were  a  rate  proceeding  now,  we  could  demon- 
state  that  in  almost  all  of  those  instances  that  I  speak  of  the  inter- 
state rate  itself  was  fixed  without  any  reference  to  the  State  rate 
at  all,  but  generally  bore  some  relation  to  a  more  or  less  remote  inter- 
state basis. 

I  could  give  one  illustration  perhaps  of  this  nature — the  rates 
from  Nashville,  Tenn.,  into  Alabama,  into  Georgia,  and  into  South 
Carolina,  interstate  rates,  are  related  to  rates  from  the  Ohio  Eiver 
into  those  States,  and  yet  those  rates  from  Nashville  into  those 
several  States  are  almost  invariably  lower  than  the  intrastate  rates 
themselves,  and  that  is  simply  an  illustration.  We  could  demonstrate 
the  same  from  a  number  of  other  points. 

Now,  that  is  an  acute  condition  with  us,  because  just  as  soon  as  this 
Congress  in  any  way  makes  it  possible  for  some  superior  authority 
to  step  into  the  South  and  take  complete  charge  of  our  State  rates  it 
is  going  to  result  in  a  wholesale  increase  in  our  intrastate  rates  at  the 
same  time  it  will  be  creating  greater  discriminations  against  our  in- 
trastate traffic.  They  have  got  the  cart  before  the  horse,  and  when 
it  is  appreciated  that  most  of  the  business  in  the  South  to-day — at 
least  up  to  this  time ;  certainly  in  most  of  the  territory  of  the  South — 
consists  of  the  jobbing  business  you  can  readily  appreciate  that  to 
increase  one  factor  of  the  rate  which  a  shipper  pays — he  has  to  pay 
a  rate  in  and  then  he  pays  a  rate  out,  and  almost  invariably  that  rate 
out  is  an  intrastate  rate — is  a  very  serious  proposition. 

If  you  arc  going  to  increase  that  outbound  intrastate  rate  it  im- 
mediately makes  his  combination  charge  disproportionately  greater 
than  the  rate  from  some  competing  primary  market.  That  is  the 
menace  to  the  South,  which  we  fear  to-day — the  material  alteration 
and  increase  of  our  intrastate  rates. 

As  to  the  attitude  toward  the  State  commissions,  we  have  no  senti- 
mental solicitude  for  their  welfare;  it  is  not  only  a  question  of  State 
rights;  but  we  are  faced  with  a  practical  situation.  A  very  large 
part  of  the  business  in  our  southern  cities  to-day  is  the  jobbing  busi- 
ness, and  it  is  menaced  by  this  continual  threat  that  is  being  made  to 
do  away  with  State  regulation  because  the  only  purpose  of  it  is  to 
increase  the  outbound  factor,  and  as  soon  as  that  is  done  it  means 
that  the  southern  jobber  is  absohitely  at  the  mercy  of  his  northern 
competitors  at  the  primary  markets,  and  we  can  only  vicAv  with  alarm 
tlie  continual  and  repeated  otTorts  in  connnissions,  in  Congress,  and 
elsewhere  to  subject  us  to  that  danger. 

It  should  be  said,  Avith  respect  to  General  Order  Xo.  28,  that  I 
am  sure  you  will  recall  that  in  the  beginning  it  was  intended  in  that 
order  to  wipe  out  the  State  rate  bases  entirely  and  it  was  only  due 
to  the  most  unusual  exertions  on  the  part  of  the  Senators  them- 
selves, we  believe,  that  that  catastrophy  was  avoided.  And,  in  pass- 
ing, all  this  discussion  about  mileage  scales,  whatever  it  may  be. 
the  intention  is  simply  to  bring  about  the  same  result  that  was  de- 
feated in  the  original  order  Xo.  28.  That  will  be  its  practical  im- 
mediate conso(]uence.  so  far  as  we  in  the  South  are  concerned. 
When  we  first  heard  of  that  jiroposal  of  mileage  scales  of  rates,  of 
course,  it  created  the  same  derive  of  alarm  that  we  had  felt  when 
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General  Order  No.  28  was  issued.  However,  it  was  deemed  unneces- 
sary for  us  to  come  to  the  Senate  again,  although  preparations  were 
being  made  to  do  it. 

We  appeared  before  the  Interstate  Commerce  Commission  and  the 
Railroad  Administration,  jointly,  requesting  a  conference — about 
15  of  the  foremost  traffic  men  of  the  South — and  we  urged  upon 
them  the  abandonment  of  any  such  program  as  that.  The  Inter- 
state Commerce  Commission  eventually  responded,  so  far  as  they 
were  concerned,  and  advised  the  director  general  against  the  adop- 
tion of  it.  What  the  director  general  may  eventually  do  we  do  not 
know,  but  it  is  certainly  our  purpose  to  maintain,  until  we  are 
eventually  licked — if  we  are  to  be  licked — that  the  only  immediate 
consequence  of  any  such  basis  of  class  rates  as  that  will  be  to  put  the 
interior  wholesale  jobber  in  the  South  out  of  business.  That  is 
whnt  it  means;  and  if  it  does  not  put  him  out  of  business  completely 
it  will  confine  him  to  the  narrow  limits  of  his  own  town. 

Now,  the  suggestion  was  made,  I  believe,  by  the  railway  executives 
that  unless  we  have  some  great  new  scheme  the  Interstate  Commerce 
Commission  is  going  to  be  subjected  to  political  influence  and  what 
not.  We  never  saw  any  of  it  in  the  past,  and  I  am  sure  that  the 
Senate  itself  Imows  that  there  has  never  been  a  time  in  the  regula- 
tion of  vi\tes  when  tliey  have  been  called  upon  and  beseerhed  so  nuich 
to  exert  their  influence  as  they  have  been  during  the  past  year.  It 
must  have  been  a  burden  to  the  Senators.  I  doubt  that  a  week  has 
gone  by  that  either  individually  or  collectively  the  shippers  of  the 
South  have  not  called  upon  their  Eepresentatives  in  Congress  for 
some  sort  of  help.  Now,  we  are  not  content  with  the  prospect  of 
having  to  go  through  that  any  more.  We  can  appreciate  the  gravity 
to  the  railroads  of  returning  them  to  private  operation  overnight. 
The}^  should  have  notice — provision  should  be  made  for  it — but  we 
are  unalterably  opposed  to  this  extension,  because  it  would  just  mean 
one  continual  wrangle  and  row  that  we  have  had  all  during  the 
past  year. 

The  director  general  says,  very  candidly,  that  if  allowed  to  keep 
the  railroads  for  five  years  he  is  going  to  put  the  mileage  scale  into 
effect;  that  is  one  of  the  things  that  he  wants  to  achieve;  and  he 
wants  to  put  in  this  consolidated  classification,  which  would  increase 
our  rates  in  the  South  enormously.  But  it  is  those  measures  that 
we  are  interested  in  defeating.  It  tnlces  the  arbitrary  power  of 
the  present  administration  to  accomplish  results  of  that  character; 
and  we  view  with  apprehension  the  thought  that  in  some  way  or 
other  the  five-year  plan  may  be  adopted  in  order  that  Congress  may 
enact  seme  fundamental  legislation.  We  would  very  much  prefer 
that  the  railroads  be  restored  as  promptly  as  they  can  be,  under  the 
law  as  it  stood,  and  from  that  moment  on  Congress  can  attempt  to 
enact  any  new  legislation  that  it  maj''  deem  proper. 

Now,  that  may  be  regarded  in  some  quarters  as  reactionary.  A 
very  distinguished  man  in  a  speech  yesterday  said  that  that  was  the 
one  thing  which  nobody  seemed  to  advocate,  but  which  was  the 
thing  that  would  happen. 
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The  Chairman.  Mr.  Cotterill,  we  are  now  asked  to  go  over  to  the 
Senate  again  on  a  vote;  and  if  you  will  just  suspend  your  statement 
until  we  can  return,  you  may  go  on  then. 

(Whereupon,  at  4.45  o'clock  p.  m.,  the  committee  took  a  recess  to 
enable  the  members  of  the  committee  to  attend  upon  a  vote  in  the 
Senate;  and,  at  5.24  o'clock  p.  m.,  the  clerk  of  the  committee  an- 
nounced that  the  chairman  had  telephoned  him  that  it  would  be 
impossible  for  the  committee  to  meet  again  to-day,  and  that  Mr. 
Cotterill's  statement  would  be  resumed  Monday  morning,  February 
10,  1919,  at  10  o'clock.  Wliereupon,  at  5.24  o'clock  p.  m.,  the  com- 
mittee adjourned  until  Monday,  February  10, 1919,  at  10  o'clock  a.  m.) 
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MONDAY,    FEBRUARY    10,    1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington^  D.  G. 
The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
Senator  Ellison  D.  Smith  (chairman)  presiding. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Cotterill, 
according  to  the  agreement  entered  into  Fridaj^,  yon  may  now  finish 
your  statement. 

STATEMENT   OF  MR.   CHARLES  E.   COTTERILL— Resumed. 

Mr.  Cotterill.  Thank  you,  Senator.  I  shall  not  take  very  much 
more  time.  I  endeavored  Friday  afternoon,  in  a  very  hurried  sort 
of  way,  to  summarize  the  attitude  of  the  southern  shippers,  who  are 
organized  into  the  Southern  Traffic  League.  As  will  be  recalled,  the 
prime  purpose  which  we  have  in  coming  here  is  to  advocate  this  point 
of  view ;  that  it  is  not  essential  or  prerequisite  for  Congress  to  enact 
any  very  radical  legislation  or  fundamentally  change  the  existing 
law,  as  a  condition  precedent  to  the  return  of  the  carriers  to  private 
operation,  which  is  very  much  desired  in  the  South.  Of  course,  Ave 
do  not,  ourselves,  attempt  to  say,  nor  do  we  know,  what  the  present 
condition  of  the  carriers  is  that  would  enable  the  director  general 
to  return  them  within  a  month,  two  months  or  six  months.  That  is 
preferred  to  be  left  entirely  to  his  discretion,  and  that  Congress  do 
nothing  Avhich  will  interfere  with  the  operation  of  that  discretion. 

Specifically,  the  objections  to  the  5-year  plan,  which  I  have  been 
instructed  to  state  here  are,  first,  that  the  powers  which  are  possessed 
by  the  director  general  are  of  a  character  which,  while  they  may  have 
been  appropriate  during  war  times,  and  were  acquiesced  in  by  the 
people  for  that  reason,  are  altogether  too  arbitrary  and  broad  for 
peace  times ;  and  it  would  be  very  difficult  for  Congress  to  take  the 
teeth  out  of  that  law  or  to  emasculate  the  law.  There  is  no  compro- 
mise possible.  Therefore,  we  can  but  view  with  alarm  and  apprehen- 
sion the  thought  of  extending  the  operation  of  that  law  for  a  period 
hereafter.  We  have  endured  and  are  enduring  rather  great  hard- 
ships in  the  South  arising  out  of  such  arbitrary  power  as  the  director 
general  has.  As  shippers  our  people  have  been  affected  by  more 
changes  and  inconveniences  than  they  ever  encountered  before,  as  the 
result  of  such  arbitrary  power  as  the  director  general  possesses,  and 
it  takes  such  an  arbitrary  power  to  put  such  changes  into  effect ;  but 
during  the  past  year  there  has  been  a  more  or  less  patriotic  acquies- 
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cence  in  whatever  has  been  proposed,  although  there  have  been  so 
many  injurious  propositions  that  it  has  been  incumbent  upon  the 
southern  shippers  to  practically  maintain  offices  in  Washington 
throughout  the  past  year. 

The  second  objection  to  the  five-year  plan  is  perhaps  best  stated  in 
this  way :  The  shippers  in  the  South  feel  that  the  Eailroad  Adminis- 
tration is  altogether  too  generous  in  the  disposal  of  wage  increases. 
We,  of  course,  have  never  maintained,  nor  would  we  maintain,  that 
ihere  were  no  increased  wages  which  were  proper,  but  the  rate  of 
pay  accorded  negro  labor  in  the  South  has  caused  a  very  anomalous 
and  peculiar  economic  condition  in  that  territory.  The  enormous 
increases  in  wages  that  were  given  the  negroes,  the  great  volumes  of 
back  pay  which  many  of  them  were  given,  did  not  seem  to  improve 
their  condition  to  any  extent  at  all.  Their  standard  of  living  did 
not  change  very  appreciably,  and  while,  of  course,  their  expenses  no 
doubt  had  increased  along  with  others,  yet  in  dollars  and  cents  it 
was  not  very  much,  and  if  it  be  the  purpose  of  Congress  to  continue 
the  plan  of  Federal  operation  for  an  indefinite  period,  or  for  five 
years,  it  means  inevitably  that  the  Railroad  Administration  will 
maintain  that  level  of  wages  in  the  South,  as  it  will  elsewhere,  and 
hence  perpetrate  and  carry  forward  a  condition  which  has  been 
unique,  to  say  the  least.  Instances  are  numerous  where  negro  labor 
in  the  South  is  paid  more  than  the  white  bosses  that  attempt  to  su- 
pervise them.  It  sets  a  standard  of  compensation  in  the  communi- 
ties which  negroes  in  other  lines  of  industry  seek  to  attain. 

Now,  we  raise  no  sectional  issues  nor  any  racial  questions,  but  it  is 
a  fact  that  tlie  director  general,  viewing  the  Nation  as  a  whole,  is  no 
doubt  compelled  at  times  to  ignore  local  conditions.  That  is  the 
inevitable  result  of  centralized  authority;  it  is  too  far  from  local 
conditions,  and  he  can  not  comprehend  the  economic  conditions 
which  prevail  in  the  different  parts  of  the  country — can  not  dis- 
criminate. 

So.  our  conclusion  is — and  we  advocate  it  as  earnestly  as  we  can — 
that  Congress  not  assume  that  there  is  any  widespread  demand  in 
this  country  for  any  legislation  in  respect  to  the  railroads  now ;  we 
do  not  believe  the  necessity  for  it  exists.  It  does  not  exist  in  the 
South.  The  thought  prevails  quite  generally,  not  only  with  respect 
to  the  railways  but  other  measures  which  were  enacted  during  the 
war,  that  it  would  be  unwise  for  Congress  to  attempt  to  extend 
these  war  powers  over  a  period  of  peace.  A  very  profound  re- 
action has  set  in  in  the  South,  and  anything  which  resembles  an 
effort  to  perpetuate  in  power  men  whose  offices  were  created  during 
the  war,  to  sav  it  would  be  resented  is  putting  it  mildly.  There  is  a 
thought  that,  having  gone  through  this  terrible  catastrophe,  people 
are  seeking  to  recover  from  it  by  maintaining  organizations  that  we 
never  had  before  and  never  thought  of  before,  and  the  attitude  of  the 
Southern  Traffic  League  is  that  it  would  be  far  better  for  Congress 
to  avoid  anything  like  new  legislation  with  respect  to  the  railroads 
now  and  somehow  let  the  people  get  settled  down  to  the  old  condi- 
tions for  awhile.  We  know  that  there  are  a  number  of  improve- 
ments needed.  We  could  suggest  a  number  of  amendments  to  the  act 
to  regulate  commerce,  but  .they  are  not  conditions  precedent  to  the 
return  of  the  railroads. 
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If,  however,  Congress  is  of  the  view  that  some  new  legishxtion  is 
required,  then  we  are  specifically  directed  to  urge  objections  to  any 
form  of  governmental  guaranty  to  the  ( arriers.  Our  attitude  on  that 
issue  is  simply  this:  That  whether  the  Government  guarantee  indi- 
vidual railroads  or  groups  of  railroads,  it  must  likewise  supervise 
the  expenditures,  and  if  the  expenditures  of  the  railroads  were  under 
the  direct  control  of  the  Government,  the  railways  themselves  would 
have  no  interest  in  rates  and  the  Government  might  as  well  make 
them  all,  and  we  then  have,  in  substance,  identically  the  situation 
which  exists  to-day. 

Senator  Underwood,  I  do  not  wish  to  interrupt  your  statement, 
but  I  do  want  to  be  clear  about  what  you  are  saying.  ' 

Mr.  CoTTERiLL.  Yes,  sir. 

Senator  Underwood.  You  say  you  are  opposed  to  a  governmental 
guaranty  ? 

Mr,  CoTTERiLL.  Yes,  sir. 

Senator  Underwood.  Now,  do  you  mean  a  guaranty  that  comes  out 
of  the  Treasury,  or  a  guaranty  that  is  made  by  an  authorized  lifting 
of  freight  and  passenger  rates,  or  do  you  mean  both? 

Mr.  Con^ERiLL.  Undoubtedly  there  is  opposition,  Senator,  to  any 
form  of  guaranty  tluit  would  require  its  provision  out  of  the  Treas- 
ury'. It  is  believed  that  the  railways  ought  to  be  self-sustaining.  As 
to  their  revenue  being  so  adjusted  as  to  guarantee  tlieir  earnings,  the 
attitude  of  the  Southern  Traffic  League  is  that  Congress  ought  not 
to  adopt  any  measure  which  has  for  its  purpose  the  fixing  of  a  pre- 
cise standard  of  return  for  each  and  every  carrier,  whether  they  be 
oj)erated  under  the  great  number  of  units  that  now  exist,  or  under 
assembled  units,  in  groups.  The  theory  is.  Senator,  that  at  first  it 
would  seem  as  if  what  you  are  doing  is  merely  establishing  the  credit 
of  the  railroads,  but,  in  reality,  when  the  Government  attempts  to 
guarantee  the  earnings  of  the  railroad  companies,  whether  it  be  a 
guaranty  that  will  continue  from  year  to  year,  or  whether  it  must  be 
adjusted  from  year  to  year,  in  principle,  you  are  then  operating  the 
I'ailroads  by  the  Government,  through  the  agency  of  the  carriers,  and 
it  would  be  impossible  to  believe  that  Congress  would  guarantee  the 
revenue  of  the  railroads  witliout  exercising  the  very  closest  super- 
vision over  their  expenditures.  And  we  make  this  further  point: 
That  if  the  revenue  of  the  railways  is  to  be  guaranteed,  there  would 
be  no  purpose  in  leaving  with  the  railways  the  initiation  of  their 
own  rates,  because  they  would  cease  to  have  any  interest  in  them. 
As  a  consequence,  the  Government  itself  would  have  to  take  over 
that  entire  function  of  initiating  rates  on  all  commodities  throughout 
the  entire  country,  and  then  you  have  centralized  government  oper 
ation  in  fact,  though  perhaps  not  in  form. 

We  would  very  much  prefer  that,  at  least  for  a  while,  we  go  back 
to  the  act  to  regulate  commerce  under  which  the  carriers  have  pros- 
pered. They  have  grown  up  and  have  built  up  magnificent  railway 
systems  under  it.  We  have  need,  of  course,  for  other  railways  in 
certain  localities — not  in  all  localities — and  we  certainly  have  need 
for  improvements,  and  they  should  come.  The  southern  people  are 
not  antirailroad ;  they  do  not  begrudge  them  abundant  earnings. 
Our  southern  railroads  have  had  abundant  earnings,  and  there  has 
been  no  complaint  about  it;  and  it  is  believed  thalt  under  a  process 
of  that  character  we  can  get  much  better  transportation  facilities 
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and  service  than  if  we  go  into  any  of  these  halfway  Government- 
operation  or  Government-ownership  schemes.  Perhaps  it  has  got  to 
come  some  day;  a  lot  of  people  think  Government  ownership  is  in- 
evitable in  the  end;  but,  if  we  are  going  to  have  it,  let  ns  have  it  out- 
right, and  not  experiment  with  it  in  these  intermediate  processes, 
which  are  Government  operation  without  the  advantages  of  Govern- 
ment operation — whatever  they  may  be.  And  so,  I  have  been  di- 
rected specifically — and  it  was  considered  most  carefully  and  de- 
bated, and  after  the  conclusions  of  the  representatives  of  the  ship- 
pers were  reached,  in  order  to  be  perfectly  certain,  they  practically 
took  another  referendum  on  it,  and  the  conclusion  is,  by  an  almost 
unanimous  decision  in  this  organization,  that  it  would  be  far  better 
for  the  Government  to  go  right  ahead  and  take  the  railways — either 
own  them  or  subsidize  them  and  run  them — than  it  would  be  to  adopt 
some  complicated  intermediate  plan,  which  is  Government  operation 
in  fact  without  even  any  of  its  advantages.  We  think  the  choice 
must  lie  now  between  private  operation  and  Federal  operation. 

By  way  of  clearing  up  what  perhaps  was  somewhat  confused,  *in 
regard  to  our  State  rates,  I  wish  to  say  a  few  words,  and  then  I  shall 
have  finished. 

We  wish  to  invite  the  committee's  attention  to  the  fact  that  not 
since  1887,  when  the  Interstate  Commerce  Commission  was  created, 
has  it — and  perhaps  it  has  had  no  occasion  to — at  any  time  fixed 
a  scale  of  rates  for  general  application  in  the  South,  or  between 
any  points  in  the  South.  It  might  come  as  a  surprise  to  you  to 
know  that  in  all  of  the  activities  of  the  Interstate  Commerce  Com- 
mission since  1887  it  has  never  prescribed  any  scale  of  rates  for  ap- 
plication between  points  in  the  interior  of  the  Southeast.  Now,  what 
does  that  mean? 

Senator  Kellogg.  Let  me  ask  you  right  there,  if  it  will  not  inter- 
rupt you 

Mr.  CoTTERiLL  (interposing).  Not  at  all.  Senator. 

Senator  Kellogg.  They  had  under  consideration  for  some  two 
years  the  question  of  relative  rates,  and  adjusted  tlie  entire  rate 
schedule  in  the  southeastern  district,  including  Atlanta  and  all  that 
territory  ? 

Mr.  Cotterill.  That  was  the  removal  of  what  were  thought  and 
deemed  to  be  discriminations.  Senator. 

Senator  Kellogg.  It  practically  required,  in  the  end,  the  fixing 
of  a  scale  of  rates? 

Mr.  Cotterill.  And  then  the  reasonableness  of  those  schedules 
was  challenged  after  the  revision  was  made,  and  had  it  not  been 
for  the  war  and  the  operation  of  General  Order  No.  28  that  pro- 
ceeding might  have  been  decided  by  now.  That  would  have  been 
the  first  time  the  Interstate  Commerce  Commission  had  ever  really 
gotten  down  to  considering  the  inherent  quality  and  reasonableness 
of  our  rates  in  the  South.  But  it  hns  not  done  so  yet.  That  is  no 
reflection  on  the  commission.  It  is  true  to  say  that  most  of  our  rate 
troubles  in  the  South  have  been  in  the  nature  of  complaints  of  dis- 
crimination. We  have  had  a  most  peculiar  basis  of  rates,  with  which 
this  committee  is  familiar,  which  is  known  as  the  "  base-point  sys- 
tem." That  has  been  the  sore  spot.  That  has  now,  in  very  large  de- 
gree, been  removed.  It  is  true  that  when  the  Interstate  Commerce 
Commission,  in  the  Southeastern  case,  required  that  wholesale  re- 
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moA^al  of  this  discrimination,  it  did  make  a  provision  tliat  where  it 
did  grant  what  was  called  "  fourth  section  relief,"  the  rates  to  in- 
termediate points  should  not  exceed  a  certain  level. 

They  did  prescribe  a  tentative  scale  that  should  not  be  exceeeded, 
in  certain  instances,  but  they  expressly  provided  that  that  scale 
should  not  be  considered  as  reasonable  rates  to  those  points.  So 
the  statement  is  correct  that  not  since  1887  has  the  Interstate  Com- 
merce Conmiission  prescribed  a  general  scale  of  rates  into  the  South- 
east. It  happens,  therefore,  that  all  the  interstate  rates  between 
points  in  the  South  have  been  practically  the  rates  initiated  by  the 
carriers  at  their  own  choice.  And,  therefore,  such  rate  regulation 
as  we  have  had  in  the  Southeast  has  been  regulation  by  the  State 
connnissions.  If  we  go  back  historically— and  I  shall  not  go  into 
the  details — the  level  of  interstate  rates  now  prevailing  in  the  South- 
east at  one  time  prevailed  in  the  States,  and  it  is  due  to  the  fact 
that  it  has  been  the  States  that  have  been  regulating  rates  in  the 
South  that  we  find  in  many  instances  the  State  rates  are  lower  than 
that  ancient  level  of  interstate  rates. 

Now,  that  is  the  situation.  In  general,  there  is  a  paper  basis  of 
interstate  rates  between  interior  points  in  the  Southeast  which  has 
been  in  effect  for  many  years — in  some  instances  as  far  back  as  1889. 
Wliere  that  paper  basis  is  still  in  effect  it  will  be  found  that  it  is  gen- 
erally higher  than  the  intrastate  rates  prescribed  by  State  statutes  or 
State  commissions  from  time  to  time.  But  the  carriers  do  not  by  any 
means  always  charge  those  high  interstate  rates  that  were  fixed  so 
long  ago.  Instead,  from  time  to  time  the  carriers  themselves  have 
revised  their  interstate  rates  which  has  generally  resulted  in  reduc- 
tions. Those  reductions,  ordinarily,  were  not  made  to  reflect  the  in- 
fluence of  lower  rates  within  the  States.  Instead  the  revision  of  in- 
terstate rates,  gradually  worked  out,  has  been  logical  and  comprehen- 
sive, rate  relationships  between  competing  points  and  competing  car- 
riers coming  to  be  established  either  voluntarily  or  by  means  of  com- 
petitive influences. 

Hence,  we  say,  it  is  a  mistaken  assumption  that  all  intrastate  rates 
in  the  South  are  lower  than  the  interstate  rates.  They  are  lower 
than  the  interstate  rates  where  the  old  basis,  established  many  years 
ago,  has  continued  in  effect.  But  it  can  be  shown  that  almost  in 
every  instance  there  are  in  effect  to-day  important  interstate  rates 
into  or  out  of  the  Southern  States  that  are  as  low  as  or  lower  than 
the  intrastate  rates.  Consequently,  to  increase  all  our  intrastate  rates 
simply  to  make  them  conform  to  the  old  standard  of  interstate  rates 
still  in  effect  in  some  instances,  would  be  a  tremendous  hardship, 
and  we  believe  such  would  in  general  be  the  result  were  the  regulation 
of  intrastate  rates  committed  exclusively  to  the  Federal  regulating 
tribunals. 

As  stated  Friday,  candor  compels  the  statement  that  there  are  some 
instances  where  the  carriers  have  voluntarily — or,  at  least,  have — 
extended  the  intrastate  basis  to  interstate  traffic.  In  a  very  great 
number  of  cases  we  have  somewhat  higher  interstate  rates  than  the 
basis  in  the  States;  but,  in  the  main,  our  important  interstate  rate 
structure  is  as  low  as  or  lower  than  our  intrastate  structure,  and  that 
has  not  been  due  to  the  extension  of  the  intrastate  basis.  That  con- 
dition has  grown  up  from  independent  considerations. 
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Senator  Kellogg.  Naturally,  the  interstate  rates,  which  include  all 
the  long  hauls,  would  be  somewhat  lower  than  the  intrastate  rates, 
which  include  the  short  hauls,  would  they  not? 

Mr.  CoTTERiLL.  Well,  Senator,  that  is  true.  Naturally,  there  would 
be  a  principle  of  rate  making  that  would  induce  that;  but  the  point 
that  I  make  will  hold  true  as  well  for  comparatively  short  hauls,  in 
many  instances.  If  the  committee  were  to  regard  the  details  as  of 
any  importance,  of  course  I  could  give  them. 

Senator  Kellogg.  Oh,  no. 

Mr.  CoTTERiLL.  But  as  indicated  Friday,  I  took  merely  Nashville, 
Tenn.,  as  illustrative.  The  interstate  rates  from  Nashville.  Tenn., 
into  Alabama,  Georgia,  and  South  Carolina  are  related  to  rates  from 
the  Ohio  Eiver  into  those  States. 

Senator  Kellogg,  Yes. 

Mr.  CoTTERiLL.  And  those  rates  from  Nashville  into  our  States  are 
as  low  as  or  lower  than — in  the  great  majority  of  cases — the  intra- 
state basis  which  has  been  fixed  by  order  of  the  State  commissions; 
and  what  is  true  of  Nashville  will  be  found  to  be  true  of  Knoxville 
and  many  points  of  that  kind.  And  so,  for  the  time  being,  anyway, 
we  certainly  urge  Congress  to  let  us,  in  the  South,  work  out  the  dif- 
ferent complexities  between  State  and  interstate  rates  that  may  exist. 
There  are  cases  now  pending  which  in  the  end  ma}'  require  the  Inter- 
state Commerce  Commission  to  prescribe  a  scale  of  rates,  and  if  it 
appears  fair  for  general  application,  it  will  come  to  be  adopted,  auto- 
matically, because  under  the  Shreveport  decision,  if  a  shipper  can 
prove  his  case,  if  he  can  prove  discrimination,  he  will  get  his  relief. 
There  is  no  way  to  avoid  it;  and  it  is  no  hardship  on  them  to  compel 
them  to  show  the  discrimination.     That  is  our  attitude. 

I  should  say,  in  fairness  to  the  entire  body  of  shippers  that  I 
represent,  that  there  is  one  group  which  dissents  from  these  ideas. 
There  is  one  group  of  very  intelligent  men  who  have  come  to  the, 
conclusion  that  their  own  interests,  at  least,  would  be  better  served  if 
the  State  commissions  were  abolished  and  the  intrastate  rates  revised 
and  made  higher.  They  are  in  a  geographical  situation  where  that 
would  be  of  advantage  to  them  alone. 

Senator  Kellogg.  Who  are  they? 

Mr.  CoTTERiLL.  It  is  in  the  vicinity  of  the  junction  between  the 
Ohio  and  the  Mississippi  Rivers.  There  is  a  strategic  location  there 
which  Avould  be  immensely  improved  if  the  intrastate  rates  in  the 
South  Avere  materially  increased. 

Senator  Pomerene.  What  class  of  shippers  are  they? 

Mr.  CoT'iT.RiLL.  I  should  say,  in  the  main  they  would  be  jobbers. 

I  dealt  likewise,  Friday,  with  the  question  of  these  mileage  scales. 
Now,  we  are  very  apprehensive  that  if  you  continue  the  plan  of  Fed- 
eral operation,  the  director  general  will  insist  upon  trying  to  put 
them  through.  Of  course,  we  know  that  our  rate  situation  in  the 
South  is  in  some  degree  chaotic;  but  it  does  not  require  a  remedy 
more  drastic  than  the  evil  itself;  and  the  mileage  scales  that  have 
been  spoken  of  have  been  what  are  known  as  "  class-rate  scales." 
Of  course,  those  rates  would  embrace  shipments  made  by  manufac- 
turers as  well  as  jobbers,  but  broadly  speaking  they  would  affect  the 
jobbers. 

I  pointed  out  Friday  that  its  application  in  the  South  would  be 
very  detrimental  to  the  interior  jobbers;  and  most  of  our  large  cities 
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in  the  South  have  been  built  up  and  are  nuiintained  to-da,v  by  the 
jobbing  trade,  because  the  South  is  not  yet  an  extensive  manufacturer. 
But  I  do  want  to  call  attention  to  the  fact — and  it  is  induced,  in 
part,  by  a  question  asked  by  one  of  the  Senators  a  few  days  ago,  as 
to  whether  there  was  any  proposition  to  establish  a  mileage  scale  on 
the  remainder  of  the  traffic — the  so-called  "  commodity  traffic " — 
that  so  far  as  the  South  is  concerned,  although  it  does  not  emanate 
from  the  director  general  himself,  there  has  been  prepared  by  this 
rate  committee  in  the  South,  under  the  direction  of  the  director  gen- 
eral, a  scale  of  rates  to  apply  to  about  89  commodities.  Now,  that 
affects  our  raw  materials  and  our  manufactured  products,  and  we  are 
unable  to  conceive  of  any  situation  which  would  justify  a  basis  of  that 
character. 

Take  sirup:  There  are  only  a  few  restricted  areas  where  raw  siru]) 
is  produced,  and  there  would  be  absolutely  no  advantage  in  applying 
the  mileage  basis  all  over  the  South  on  that  commodity.  There 
would  be  no  possibility  of  competition  between  the  producing  fields, 
for  each  and  every  point  in  those  respective  zones  would  take  a 
different  rate,  and  two  communities  in  competition  with  each  other 
would  have  different  rates.  It  would  just  throw  a  large  group  of 
producers  out  of  business;  and  the  same  will  hold  true  with  a  large 
line  of  other  commodities.  So  it  is  because  of  the  possession  of  power 
of  that  character,  and  the  manner  in  which  it  has  been  exercised  in 
the  past,  and  the  conviction  that  it  will  be  exercised  in  the  same  way 
in  the  future,  that  the  shipping  interests  in  the  South  are  very  much 
concerned  that  Congress  shall  not  extend  this  period  of  Federal 
operation. 

Senator  Underwood.  As  I  understand  it,  the  main  proposition  is 
not  so  much  the  question  whether  a  rate  is  reasonable,  or  unreason- 
able, but  the  fabric  of  your  business  has  been  built  up  on  a  certain 
class  of  rates,  and  to  change  those  rates  would  destroy  the  entire 
business  fabric? 

Mr.  CoTTERiLL.  That  is  true.  Senator,  and  we  can  see  that  what- 
ever governmental  agency  is  charged  with  the  handling  of  our  rates, 
we  have  always  got  to  encounter  efforts  to  materially  reshape  our 
rate  structure ;  and  we  know  that  in  the  process  of  time  it  has  got  to 
be  reshaped;  but  we  believe  that  evolution  can  be  brought  about 
gradually,  and  thus  avoid  the  bankruptcy  which  would  face  many 
men  with  anything  like  a  compulsory  revision  which  we  have  been 
required  to  face  almost  continuously  since  Federal  operation  began. 
It  commenced  with  General  Order  No.  28,  and  these  mileage  scales 
that  they  have  been  talking  about,  I  will  not  say  that  they  are  in- 
tended to  do  the  same  thing,  but  the  consequence  would  be  the  same. 
Now,  the  shippers  of  the  South  do  not  begrudge  the  carriers  abun- 
dant earnings;  they  want  to  encourage  them,  if  not  to  build  new  rail- 
roads, certainly  to  double-track  and  improve  our  railways.  We  have 
not,  as  yet,  much  double-track  mileage  in  the  South. 

Now,  I  wish  to  say  one  word  about  the  proposal  of  regional  com- 
missions. That  was  not  dealt  with  specifically  in  the  last  meeting  of 
the  Southern  Traffic  League,  but  I  have  been  authorized  to  make 
this  statement.  We  favor  the  principle  of  the  commission  getting 
a  little  bit  closer  in  touch  with  the  people.  Washington  is  awfully 
far  away;  but  at  this  time  we  are  inclined  to  urge  Congress  not  to 
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deal  with  it  as  a  question  for  legislation  at  present.  We  liave  in 
mind  that  the  commission  itself  now  possesses  ample  power  to  create 
a  sort  of  snbboard  of  its  own.  Of  course,  it  would  not  have  final 
jurisdiction,  but  we  believe  that  if  the  commission  is  allowed  to  ex- 
periment along  that  line,  then  at  the  end  of  an  experimental  period 
Ave  can  determine  whether  any  new  legislation  is  necessary.  So  many 
interests  have  advocated  a  regional  plan  that  I  do  not  doubt  the 
commission  itself  is  very  much  inclined  to  try  it  out,  but  we  are  ap- 
prehensive that  if  Congress  itself  now,  before  we  have  had  any  ex- 
perience along  that  line,  undertakes  to  provide  for  regional  commis- 
sions, there  will  be  many  questions  of  construction  under  the  law; 
whereas  it  would  be  better  for  the  commission  to  establish  some  such 
a  system,  and  we  would  probably  urge  it. 

Senator  Kellogg.  No  one  has  advocated,  as  far  as  I  know, 
dividing  the  commission  into  regional  commissions. 

Mr.  CoTTERiLL.  Yes;  Senator. 

Senator  Kellogg.  Because  that  would  mean  complete  jurisdiction 
in  various  parts  of  the  country,  which  could  not  harmonize  with 
the  other  jurisdictions? 

Mr.  CoTTERiLL.  That  is  it,  Senator. 

Senator  Kellogg.  But  do  you  see  any  objection  to  Congress  au- 
thorizing the  commission  to  appoint  an  agent  or  a  subcommissioner 
in  each  State,  or  in  certain  regional  parts  of  the  country,  subject  to 
the  general  jurisdiction  of  the  Interstate  Commerce  Commission? 

Mr.  Cotterill.  Would  the  proposal  give  to  that  regional  body  any 
final  authority? 

Senator  Kellogg.  No;  I  mean  just  to  make  it  a  subagency  of  the 
Interstate  Commerce  Commission. 

Mr,  Cotterill.  Not  only  do  we  see  no  objection  to  it.  Senator,  but 
we  favor  that  being  done,  but  our  view  is  that  the  existing  law  is 
adequate  for  the  purpose.  There  is  no  concealment  of  the  fact  that 
in  the  great  majority  of  the  commission's  cases,  they  are  first  passed 
upon  by  an  examiner  who  hears  them,  and  then  by  a  board.  All  we 
ask  is  that  the  board  itself  be  decentralized.  It  will  not  be  necessary 
to  have  representatives  in  each  State.  It  would  be  entirely  adequate 
if  the  commission,  of  its  own  accord,  would  send  three  competent  men 
to  Atlanta,  and  three  more  to  Chicago — or  whatever  the  requisite 
number  may  be — and  let  the  commission  itself  define  their  jurisdic- 
tion, and  at  the  end  of  a  year — certainly  not  more  than  two  years 
would  be  required — we  would  have  gained  some  information  about 
the  feasibility  of  such  a  scheme.'  Many  have  urged  that  when  you 
create  a  regional  board,  it  requires  two  hearings  to  get  a  decision. 
We  would  like  to  try  that  scheme  out  and  see  if  that  is  true.  Our 
idea  is  that  where  a  case  rested  on  questions  of  fact  there  would  not 
be  any  extensive  appeal.  So  we  would  suggest  that,  for  tlie  time 
being,  the  Senate  wait  and  see  whether  the  commission,  under  the 
existing  hiAv,  with  the  powers  Avhich  it  now  has.  after  making  an 
experiment  along  those  lines,  will  find  that  it  is  practicable.  Public 
sentiment  in  the  country  differs  about  that,  but  the  point  that  we 
are  making  and  about  which  we  are  concerned  is  that  Congress  itself 
should  not  attempt  to  work  out  this  scheme. 

Senator  Kellogg.  I  have  found  in  the  past,  in  my  experience  in 
rate  matters,  a  great  deal  of  difficulty  in  getting  local  conditions 
thoroughly  before  the  commission.    It  is  no  fault  of  the  commission. 
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but  during  past  years  they  have  been  swamped  with  an  enormous 
amount  of  business,  and  a  rate  case  involving  the  construction  of 
rates  in  the  Northwest  or  the  Southwest  would  come  up,  thoroughly 
understood  by  local  shippers  and  local  rate  people,  and  they  would 
send  an  examiner  out  there  who  knew  nothing  about  the  territory, 
who  knew  nothing  about  the  business  of  the  country,  and  he  would 
take  a  lot  of  testimony — thousands  of  pages,  perhaps — and  take  it 
down  here  to  Washington,  and  the  difficulty  of  getting  that  situation 
before  the  Interstate  Commerce  Commission  is  what  has  im- 
pressed me. 

Mr.  CoTTERiLL.  Yes. 

Senator  Kellogg.  The  examiner  is  sent  first  to  St.  Paul  and  then 
to  St.  Louis  and  San  Francisco,  perhaps,  and  he  knows  a  little 
about  all  those  territories,  but  nothing  about  any  particular  territory. 

Mr.  CoTTERiLL.  That  is  the  condition,  Senator,  and  we  feel  that 
it  is  especially  acute  in  the  South,  due  to  the  two  reasons,  first,  that 
our  rate  problems  are  so  complicated  that  it  is  a  common  saying 
around  the  Interstate  Commerce  Commision  that  an  examiner  would 
rather  go  any  place  than  to  the  Southeast. 

Second,  our  economics  are  complicated,  and  those  conditions  re- 
quire a  profound  study.  I  do  not  mean  that  a  man  should  devote  his 
lifetime  to  it,  but  local  residence  and  continual  contact  with  the 
people  in  that  territory  would  improve  the  understanding  of  these 
men  and  they  could  transmit  it  to  the  commission  themselves,  not 
only  by  means  of  their  reports,  but  in  conversation  and  conference. 
We  have  no  fear  that  the  Interstate  Commerce  Commission  will 
ever  permit  the  earnings  of  our  southern  carriers  to  fall  to  a  point 
where  either  inefficiency  would  result  or  improvements  would  not 
occur.  Now,  with  that  practical  guaranty,  in  addition  to  the  con- 
stitutional guaranty,  we  feel  that  for  a  time  at  least  the  commission 
must  exercise  a  very  flexible  judgment  concerning  the  revision  of 
these  rates  in  the  South. 

The  structure  is  so  delicate  and  business  is  so  interlaced  with  it 
that  there  may  be  times  when  an  apparent  injustice  would  be  done  to 
the  carrier  in  a  given  instance;  but  if  we  have  the  assurance,  which 
we  think  we  have,  that  in  the  aggregate  our  southern  carriers  will 
prosper  under  private  operation  virtually  as  the  law  was  before,  we 
think  that  this  complicated  rate  and  economic  condition  in  the 
South  can  be  worked  out  much  better  than  if  you  attempt  now  some 
more  or  less  socialistic  or  semisocialistic  theory  bordering  on  Gov- 
ernment ownership,  but  not  having  the  advantages  of  what  may  be 
said  even  for  that  plan. 

Senator  Underwood.  I  do  not  exactly  understand  your  position 
in  reference  to  that  matter.  I  take  it  that  your  association  has 
acted  on  it,  but  I  can  not  see  where  they  get  their  basic  point  for  tak- 
ing a  position  of  that  kind.  I  do  not  suppose  there  is  a  man  in  the 
association  who  would  not  recognize  that  if  his  own  business  is  to 
go  on,  he  has  got  to  make  enough  money  to  pay  his  expenses  or  he 
can  not  run  it? 

Mr.  CoTTERiLL.  Oh,  yes,  sir. 

Senator  Underwood.  Now,  the  entire  testimony  before  this  com- 
mittee shows  that  the  prime  difficulty  in  the  railroad  situation — there 
may  be  a  number  of  incidents  and  side  issues — is  with  the  finances. 
I  think  every  witness  has  testified  to  that  effect. 
117900— 19— VOL  1 66. 
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Mr.  CoTTERiLL.  Yes,  sir. 

Senator  Underwood.  Now,  if  that  be  the  case,  understanding  fully 
that  it  would  be  a  most  foolish  thing  to  make  a  drastic  change  or  im- 
mediate change  of  rate  conditions  and  scrap  business  by  so  doing — 
which  is  not  at  all  necessary  to  stabilize  finance — I  do  not  see  why  the 
southern  jobber  should  object  to  Congress  adopting  a  financial  sys- 
tem for  these  railroads  that  will  stabilize  their  securities  and  hold 
them  within  a  reasonable  earning  capacity. 

Mr.  CoTTERiLL.  I  am  sure,  if  that  is  the  case,  that  no  objection  will 
be  advanced  at  all.  The  objection  goes  to  the  form  that  has  been 
outlined  so  frequently  here ;  that  is,  the  form  of  an  express  guaranty. 
If  it  were  left  to  me,  I  would  prefer  that  the  Government  itself  lend 
the  money  to  the  carriers  when  they  need  it ;  make  its  own  investiga- 
tion, consider  their  necessities,  and  pay  them  whatever  is  required, 
rather  than  to  guarantee  the  earnings,  which  would  inevitably  mean 
that  the  rates  would  have  to  be  adjusted  to  that  guarant3\ 

Senator  Underwood.  Not  necessaTil3\  If  the  Government  takes 
the  roads  over  all  rates  ought  to  be  reasonable. 

Mr.  Cotterill.  Yes. 

Senator  Underwood.  And  I  have  no  doubt  they  would  be  as  long 
as  they  remained  in  the  hands  of  the  Interstate  Commerce  Commis- 
sion ;  but  if  you  took  that  money  out  of  the  Treasury  of  the  United 
States  you  would  tax  all  the  people  for  the  service  rendered.  Now, 
these  railroads  are  built  up  to  carry  the  traffic  of  the  country.  It  is 
assumed  that  the  traffic  of  the  country  ought  to  bear  that  tax  or 
freight  rate,  whichever  you  want  to  call  it.  Now,  Congress  has  no 
new  proposition  before  it.  In  the  beginning,  the  railroad  itself  had 
the  power  to  lev}'  the  tax  to  meet  its  needs,  and  it  went  far  beyond 
those  needs  in  man}'^  cases.  Then  the  Government  took  hold  of  it  and 
put  it  in  the  hands  of  the  Interstate  Commerce  Commission  to  sta- 
bilize that  situation.  Now,  the  difficulty  that  the}^  complain  of  is 
that  the  rate  scale  in  the  case  of  many  of  the  small  roads — it  does 
not  apply  to  all  of  them — is  not  sufficient  for  them  to  continue  their 
business.  Now,  if  a  system  is  adopted  by  which  reasonable  rates  can 
continue  to  be  maintained,  so  that  a  reasonable  return  on  the  traffic 
carried  is  provided,  I  can  not  see  where  that  is  going  to  be  detri- 
mental to  the  jobber,  provided  the  individual  rates  on  which  he  is 
doing  business  are  not  radically  disturbed. 

Mr.  Cotterill.  That  is  a  correct  statement  of  a  principle,  Sen- 
ator. If  Congress  can  devise  a  mode  of  stabilizing  the  credits  of 
the  railroads  as  a  whole,  there  is  not  a  particle  of  objection  to  that; 
but  it  would  be  very  much  preferred  that,  in  attempting  to  do  that, 
you  do  not  temporize  with  Government  ownership  by  adopting  a 
form  of  guaranty  which  would  require  direct  supervision  of  the 
expenses,  and  which  would  instantly  result  in  a  lack  of  interest  on 
the  part  of  the  carrier  in  his  rates  and  in  the  development  of  the 
industry  along  those  lines. 

Senator  Underwood.  AYliat  you  have  stated  here  in  regard  to  the 
discontent  in  the  South  is  true,  and  I  have  received  many  letters 
about  it,  and  there  is  no  doubt  that  that  condition  exists;  but  is  it 
not  a  fact  that  what  has  alarmed  the  southern  shippers  and  busi- 
ness men  more  than  anything  else  is  the  fear  of  a  radical  change 
that  was  attempted  in  the  rate  structure  rather  than  a  system  that 
would  stabilize  rates  ? 
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Mr.  CoTTERiLL.  As  to  the  past,  that  is  undoubtedly  the  case,  and 
as  to  the  future  that  is  the  predominant  thought.  The  fear  is  ex- 
pressed that  by  any  form  of  direct  Government  guaranty  and  super- 
vision of  expenditures,  the  Government  itself  would  make  the  rates, 
and  we  would  be  right  where  we  are  to-day,  with  the  arbitrary  power 
of  the  Government,  we  will  saj',  sitting  here  in  Washington  or  at 
least  centralized  in  some  form,  reviewing  established  rates  in  the 
South  and  continually  proposing  all  sorts  of  radical  changes  that 
it  would  be  very  difficult  for  us  to  meet. 

Senator  Underw^ood.  You  recognize,  of  course — although  it  is  not 
often  exercised — that  the  Interstate  Commerce  Commission  has  com- 
plete power  over  the  making  of  interstate  rates  ? 

Mr.  CoTTERiLL.  Yes,  sir.  Senator;  but  the  commission  has  been 
very  temperate. 

Senator  Underavood.  If  Congress  continues  the  power  in  the  In- 
terstate Commerce  Commission  to  adjust  these  rates,  and  the  com- 
mission functions  only  along  those  lines  as  it  has  in  the  past,  you 
would  not  be  apprehensive  of  that,  would  you  ? 

Mr.  CoTTERiLL.  The  reviewing  functions — -we  are  not  so  much  con- 
cerned with  that  power  as  we  are  with  the  power  of  initiation. 

Senator  Underwood.  Suppose  the  power  to  initiate  these  rates 
were  in  the  hands  of  the  commission  instead  of  the  railroads  or  the 
director  general,  would  you  rather  have  the  power  in  the  hands  of 
the  railroads  or  in  the  hands  of  the  commission  ? 

Mr.  Cotterill.  If  the  rates  were  so  made  that  the  railroads  would 
have  an  incentive  for  the  exercise  of  the  power  of  initiation,  we 
would  prefer  it  to  be  in  their  hands.  That  is  the  reason  we  are 
concerned  with  the  proposal  of  a  guaranty,  because  it  would  destroy 
the  incentive  for  initiation.  New  industries  are  springing  up  in  the 
Southeast  so  rapidly  that  it  takes  the  splendid  efficiency  of  the  rep- 
resentatives of  the  traffic  departments  of  the  railroads  to  keep  in 
touch  with  them  in  every  line  in  order  that  they  may  respond 
instantly  to  their  needs  and  they  may  laiow  their  requirements.  If 
we  have  centralized  rate  initiation  our  experience  will  be  pretty 
much  as  it  has  been  in  the  past  year  under  this  elaborate  scheme  of 
committees  that  have  been  appointed.  I  can  not  speak  for  every- 
body, but,  as  a  whole,  I  can  say  unqualifiedly  that  the  principle  of 
those  rate  committees  is  all  right,  but  it  has  not  worked  out  in 
practice.  You  can  not  get  rates  initiated  through  those  committees. 
Some  fellows  have;  lots  of  rates  have  been  put  in;  but,  in  the  main, 
it  is  much  easier  to  get  rates  established  through  the  carriers 
wherever  it  is  to  their  interest  to  make  them.  These  committees 
are  slow ;  they  have  not  any  interest  in  the  welfare  of  the  shippers. 

There  is  a  conflict  of  interest  in  them,  and  while  the  carriers' 
representatives  on  these  committees  are,  theoreticall}^  representatives 
of  the  Government,  they  can  not  lose  their  identity  with  the  rail- 
roads; they  laiow  that  at  any  moment  the  railroads  are  liable  to  go 
back  into  private  management,  and  they  will  be  held  responsible  for 
whatever  rates  are  found  in  existence.  They  are,  of  course,  honest 
men,  but  that  system  has  not  worked  out  at  all  well  in  the  South. 

There  has  been  some  mention  hero  about  the  scheme  of  notice 
which  has  been  adopted  in  most  parts  of  the  country.  Unless  a 
change  has  been  made  within  the  past  week  or  so,  it  may  be  of 
interest  to  the  committee  to  know  that  there  has  been  absolutelv  no 
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attempt  in  the  South  to  notify  the  shippers  of  what  was  transpiring 
before  these  committees.  On  the  contrary,  there  has  been  absolute 
and  profound  secrecy,,  which  has  been  of  dire  consequence  to  us. 
I  had  an  experience  only  a  few  weeks  ago  where  we  asked  for  a  hear- 
ing on  a  matter  that  we  had  heard  about,  Avhich  was  coming  up 
before  them,  and  they  said,  "  A¥e  will  give  you  a  hearing,  but  we 
are  going  to  make  our  recommendation  before  Ave  hear  you."  That 
is  not  at  all  uncommon, 

Senator  McLean,  You  said  that  shippers  in  the  South  had  been 
considerably'  embarrassed  by  orders  of  the  director  general.  I 
presume  joii  dealt  with  that  in  more  detail  last  Friday  ? 

Mr.  CoTTERiLL.  Not  in  great  detail.  Senator.  I  have  tried  to  con- 
serve the  time  of  the  committee  by  avoiding  detail. 

Senator  McLeax.  If  you  have  put  into  the  record  instances  bear- 
ing on  that  subject,  I  would  not  ask  you  to  go  into  it  again. 

Mr.  CoTTERiLL.  No,  Senator;  I  have  not  dealt  with  the  details. 
I  have  been  and  am  in  position  to  do  so. 

Senator  McLean.  What,  in  a  word,  are  some  of  these  orders  and 
rules  that  have  greatly  embarrassed  the  shippers  of  tlie  South? 

Mr.  CoTTERiLL.  Take  a  very  important  industry:  Take  the  cotton 
industry  in  the  South.  This  whole  situation  will,  perhaps,  be  a 
surprise  to  the  committee.  In  the  first  place,  under  order  No.  28  our 
cotton  rates  were  not  increased  25  per  cent;  they  were  increased  a 
flat  15  cents  per  hundred  pounds.  That,  in  itself,  was  very  objec- 
tionable. 

Senator  Pomerene.  What  percentage  would  that  be? 

Mr.  CoTTERiLL.  Of  course,  it  would  vary  with  the  amount  of  the 
existing  rate.  It  was  claimed  that  it  w'ould  result  in  an  average 
increase  of  25  per  cent,  but,  of  course,  it  meant  an  increase  of 
as  much  as  400,  500,  and  600  per  cent  on  short  hauls,  because  our 
cotton  rates  on  short  hauls  have  been  very  low,  and  to  impose  a 
15-cents  increase  made  an  enormous  difference;  and  there  are  many 
people  who,  although  I  will  not  say  they  are  bordering  on  bank- 
ruptcy, have  had  an  awful  time  of  it. 

Senator  Townsend.  What  have  you  to  say  about  the  rates  that 
existed  before  this  increase  on  short  hauls?  Were  they  too  low 
as  compared  with  other  rates  of  the  country? 

Mr.  CoTTERiLL.  The  carriers  may  have  regarded  tnem  so,  but  there 
was  no  avowed  plan  or  purpose  or  effort  to  increase  them.  When  I 
say  "  very  low,"  I  mean  not  lower  than  they  ought  to  be ;  but  it  would 
surprise  the  members  of  the  committee  to  know  that  rates  of  4,  5,  6, 
and  even  3  cents  a  hundred  pounds  are  not  infrequent  on  cotton  for 
those  short  hauls  on  inbound  movements,  to  the  mills  mainly.  So,  to 
impose  a  flat  15  cents  increase  on  those  rates  woidd,  of  course,  have 
the  effect  of  making  the  amount  of  that  increase  in  cents  per  hundred 
pounds  equal  to  all  the  cotton  mills;  it  perhaps  had  that  advantage, 
and  maybe  that  was  the  object  of  it;  but  it  very  materially  affected 
the  little  fellows  down  in  the  South. 

Senator  Townsend.  Is  3  cents  per  hundred  pounds  high  enough 
in  any  case,  bearing  in  mind  the  fact  that  the  rates  collected  must  be 
sufficient  to  maintain  the  roads?  Would  a  3-cent  rate,  under  any  con- 
dition, be  high  enough  for  that? 

Mr.  Cotterill.  The  probability  is  that  it  would  not  be,  from  the 
point  of  view  of  the  particular  service  rendered.    Economically,  the 
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carriers  could  afford  to  do  it.  I  do  not  intend  to  maintain  that  a 
3-cent  rate  is  of  great  frequency ;  but  4,  5,  6,  and  7  cents  are  the  pre- 
vailing rates ;  and  evidently  the  theory  of  the  carriers  has  been  that  it 
is  to  their  interest  to  promote  those  short-haul  movements  into  the 
points  of  concentration,  and  then  have  it  shipped  out  in  bulk,  where 
they  would  get  a  more  profitable  revenue.  However,  the  point  I  was 
trying  to  bring  out  was  that  after  that  15  cents  increase  went  into 
effect,  with  all  its  hardships  and  without  any  notice  whatever  to  the 
shippers,  we  suddenly  discovered  that  we  were  being  charged  7^  cents 
per  hundred  pounds  more. 

Senator  Pomerene.  More  than  the  15  cents? 

Mr.  CoTTERiLL.  Yes.  Inquiry  developed  that  that  grew  out  of  this : 
In  some  way  or  other  the  War  Industries  Board  had  promised  the 
compresses  that  they  might  have  an  increase  of  a  certain  amount. 
Now,  evidently  there  was  some,  delay  and  the  compresses  got  anxious 
and  began,  on  their  own  account,  insisting  upon  the  collection  of  an 
increased  charge  for  their  service;  and  bearing  in  mind  that  com- 
pression is  not  a  shipper's  service  in  the  main,  because  most  of  our 
cotton  is  compressed  at  the  option  of  the  carrier,  and  the  carrier  pays 
for  it;  but  all  of  a  sudden  a  demand  for  increased  charges  for  that 
service  was  reflected  in  our  rates.  Not  only  that,  but  we  discovered 
that  there  was  a  purpose  on  the  part  of  the  Railroad  Administration 
actually  to  increase  all  the  cotton  rates  by  the  amount  of  the  in- 
creased compression  charge  that  was  allowed.  I  say,  "  on  the  part  of 
the  Railroad  Administration."  I  mean  those  men  who  we  assume 
would  have  had  authority  to  do  that. 

That  was  all  done  without  any  hearing  at  all  and  without  any 
notice  to  us.  We  got  up  a  delegation  very  rapidly  among  the  chief 
cotton  producing  sections,  and  came  to  Atlanta  and  appeared  before 
the  Southern  Freight  Traffic  Committee.  They  said  they  would 
hear  us  and  transmit  to  Washington  anything  we  had  to  say;  but 
that  they  had  no  function  to  perform  themselves  in  regard  to  the 
rates,  and  that  they  had  been  directed  from  Washington  and  w^ould 
go  into  effect  probably  before  we  could  get  here.  We  scrambled 
up  here  to  Washington,  and  I  think  it  was  due  to  our  efforts  that  the 
increase  was  avoided. 

Senator  Pomerene.  What  do  you  mean,  was  avoided,  the  15  cents 
advance  ? 

Mr.  CoTTERiix.  No,  Senator,  the  additional  increase  of  7^  cents. 
The  outcome  of  that  controversy  was  that  the  Railroad  Administra- 
tion finally  determined,  as  a  matter  of  policy,  that  the  increased 
charges  which  the  War  Industries  Board  had  allowed  would  be 
borne  by  the  Railroad  Administration  itself. 

The  Chairman.  The  cotton  being  compressed  enables  the  rail- 
roads to  carry  a  much  larger  amount  than  if  it  were  loose? 

Mr.  CoTTERiLL.  Yes. 

The  Chairman.  And  it  is  therefore  to  the  advantage  of  the  rail- 
roads to  compress  it? 

Mr.  Cotterill.  Yes;  it  has  always  been  regarded  as  a  facility 
which  the  carriers  employs  for  its  own  benefit.  The  shipper  has  no 
interest  in  it.  Now,  if  some  strong  measure  had  not  been  resorted 
to  we  would  have  had  another  increase  in  our  cotton  rates,  to  take  up 
that  increase  for  compression  which  the  War  Industries  Board  bad 
allowed. 


1046        EXTENSION  OF  GOVERNMENT  CONTROL  OF  RAILROADS. 

I  am  pointing  out  the  inadequate  machinery  which  now  exists  and 
which  we  believe  always  will  exist  under  any  direct  form  of  gov- 
ernmental control  of  freight  rates.  It  is  not  any  reflection  upon 
the  integrity  of  these  men  who  are  running  it,  but  it  is  just  the 
condition,  and  whether  it  be  under  a  five-year  plan  or  any  permanent 
plan  which  requires  the  Government  to  initiate  the  rates  we  think 
the  shipper  will  be  at  a  disadvantage.  We  have  conflicts  and  liti- 
gation with  the  carriers,  of  course,  but  between  those  two  evils  we 
would  prefer  that  to  governmental  operation. 

Then  there  is  the  matter  of  our  rates  on  practically  everything 
from  the  eastern  part  of  the  United  States  along  the  seaboard  to 
the  South.  A  very  material  increase  in  those  rates  is  now  under 
consideration.  There  was  no  notice  whatsoever  given  to  any  shipper 
in  the  South.  We  got  onto  it  through  a  private  advice  from  one 
of  the  shippers'  representatives  on  that  committee,  and  it  was  in  that 
instance  where  we  asked  for  a  hearing  before  any  recommendation 
was  made  and  we  were  denied  that  privilege. 

Senator  Poindexter.  If  you  want  a  reduction,  you  have  to  have  a 
very  elaborate  hearing,  do  you  not  ? 

Mr.  CoTTERiLL.  Yes,  Senator.  The  experience  of  the  men  in  the 
Southern  Traffic  League,  as  a  whole,  is  that  it  is  almost  a  futile  task. 
You  get  encouragement;  you  are  told  that  your  proposition  is  good, 
and  that  you  will  get  it  some  day.  In  regard  to  reductions,  they  are 
still  charging  the  additional  cotton  rates  that  I  have  been  speaking 
of,  contrary  to  the  tariffs,  and  we  in  the  South  are  paying  it,  relying 
upon  the  informal  promise  that  some  day  it  will  be  paid  back  to  the 
shippers. 

Senator  Townsend,  To  what  do  you  refer  there? 

Mr.  CoTTERiLL.  That  additional  cotton  increase  I  was  speaking  of 
just  now. 

Senator  Townsend.  Seven  and  a  half  per  cent? 

Mr.  CoTTERiLL.  Seven  and  one-half  cents. 

Senator  Pomerene.  Why  do  they  charge  it  if  they  promise  to  pay 
it  back? 

Mr.  Cotterill.  Because  under  the  operation  of  many  tariffs  it  is 
still  included. 

Senator  Poin dexter.  They  need  the  money. 

Mr.  Cotterill.  We  do  not  know  whether  we  are  going  to  get  that 
money  back  or  not.     We  hope  so.     It  has  been  informally  promised. 

Senator  Watson.  Get  it  back  from  whom? 

Mr.  Cotterill.  From  the  Railroad  Administration.  We  think  we 
can  get  a  large  part  of  it  back  by  direct  suit,  because  it  has  been 
contrary  to  the  tariffs. 

Senator  Pomerene.  Will  you  bring  this  suit  whore  the  overcharge 
is  made,  or  where  you  live,  or  where  ? 

Mr.  Cotterill.  I  do  not  know,  Senator.  I  think  I  will  duck  that 
question. 

Senator  Townsend.  Do  these  claims  amount  to  very  much? 

Mr.  Cotterill.  On  these  cotton  rates? 

Senator  Townsend.  Yes. 

Mr.  Cotterill.  My  judgment  is.  offliand.  Senator,  that  it  must 
amount  now  to  close  to  half  a  million  dollars,  or  possibly  more. 

Senator  Townsend.  That  the  Government  has  practicall}'  prom- 
ised to  return  to  you  ? 
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Mr.  CoTTERiLL.  When  I  say  the  Government  promised  us  I  mean 
those  officials  with  whom  we  have  conferred  have  indicated  that 
some  means  will  be  found  to  get  that  monej^  back  to  the  shippers.  It 
is  admitted  that  it  ought  not  to  have  been  collected. 

Senator  Townseisd.  Do  you  know  whether  this  half  a  million  dol- 
lars which  you  believe  the  Government,  or  the  Railroad  Administra- 
tion, is  morally  liable  to  pay  is  included  in  the  report  of  the  adminis- 
tration as  to  the  cost  of  operation  of  the  roads  ? 

Mr.  CoTTERiLL,  I  do  not  suppose  they  have  set  aside  any  fund  at 
all  for  that  purpose.     I  am  certain  they  have  not. 

Senator  Townseisd.  But  you  think  you  have  a  legal  and  moral 
right  to  bring  suit  against  the  Railroad  Administration  for  half  a 
million  dollars  for  this  seven  and  a  half  cents  charge? 

Mr.  CoTTERiLL.  Perhaps  we  have  a  legal  right.  We  have,  if  we 
can  ever  devise  a  means  of  service — to  get  half  of  it  back.  The  re- 
mainder is  just  a  moral  obligation,  because  of  course  there  would  be 
no  advantage  in  urging  a  fine  distinction,  because  a  certain  tariff 
said  "  We  will  absorb  10  cents,"  and  another  said  "  We  will  absorb 
8  cents."  The  policy  that  the  Railroad  Administration  eventually 
adopted  was  tliat  all  this  increase  in  charge  for  compression  would 
be  absorbed  by  the  Government,  and  what  we  have  got  to  establish 
is  the  fact  that  the  shippers  have  been  paying  that  increased  charge 
in  many  instances,  contrary  to  the  tariffs.  Where  it  has  been  con- 
trary to  the  tariff,  we  think  we  have  a  legal  right  to  recover,  and 
where  it  has  not  been  contrary  to  the  tariff,  there  is  a  plain  obliga- 
tion on  the  part  of  the  Railroad  Administration  to  refund  it. 

Senator  Townsend.  I  understood  you  to  say  that  your  committee 
coming  down  here  to  Washington  avoided  that  7|-cent  charge;  that 
the  Railroad  Administration  relaxed  on  its  proposition  to  impose 
that  charge? 

Mr.  CoTTERiLL.  Yes. 

Senator  Toavnsend.  And  yet,  nevertheless,  it  has  been  enforced? 

Mr.  CoTTERiLL.  Yes.  It  had  been  collected  for  nearly  a  month  or 
a  little  over  a  month,  before  we  got  as  far  as  Washington,  and  since 
that  time  it  has  been  collected  and  is  still  being  collected  in  many 
places. 

Senator  Townsend.  Is  that  7|  cents  published  in  any  of  their 
tariffs. 

Mr.  Cotterill.  Generally  speaking,  not  yet.  That  is  the  reason  it 
is  being  collected;  that  is,  because  the  tariff  was  not  changed,  and 
what  the  Railroad  Administration  now  says  is  that  it  has  taken  so 
long  to  publish  these  new  tariffs — I  can,  perhaps,  explain  it  better 
this  way,  Senator :  Our  cotton  tariffs  will  read  this  way :  a  stated  rate 
per  hundred  pounds,  either  between  certain  points  or  for  a  certain 
distance,  including  the  cost  of  compression.  Then,  there  is  a  note  on 
the  tariff  that  will  say,  "  Will  absorb  10  cents,"  or  something  like 
that.  Now,  the  compress  having  increased  this  charge  to  15  or  17^ 
cents,  the  operation  of  that  tariff  is  to  limit  that  absorption  to  10 
cents,  and  these  compresses  will  not  release  the  cotton  imless  the  full 
charge  is  received,  and  the  shipper  has  had  to  pay  it,  and  the  Railroad 
Administration  has  not  yet  succeeded  in  amending  those  tariffs  so  as 
to  mnke  them,  instead  of  absorbing  10  cents,  to  say  that  they  will 
absorb  15  cents. 
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They  have  determined  to  do  it,  and  perhaps  there  have  been  dif- 
ficulties in  the  publication  of  the  tariffs,  but  it  seems  as  if  it  is  a 
very  great  hardship  for  us  to  have  to  endure  the  continual  exaction 
of  that  charge,  contrary  to  the  announced  purpose,  and  then  to  be 
relegated  to  a  mere  hope  that  we  will  get  the  money  back.  I  do  not 
mean  to  unnecessarily  emphasize  or  to  exaggerate  these  things.  We 
have  tried  to  take  a  fair  view  of  the  situation,  and  to  register  as 
few  complaints  as  possible;  but  those  are  outstanding,  outshining 
instances,  and  they  illustrate  the  system  itself. 

I  have  no  doubt  that  the  members  of  this  conunittee  have  been 
besieged  to  urge  the  Eailroad  Administration  to  speak  up  where 
some  pressing  necessity  has  existed  for  relief  that  has  been  pending 
for  a  month  or  so,  and  they  could  not  get  any  information  on  it. 
We  think  those  conditions  largely  inhere  in  any  governmental  initia- 
tion of  rates.     Th?y  are  the  practical  experiences  of  the  shippers. 

Senator  Pomereke.  If  I  may  be  permitted  to  interrupt  you,  out 
in  Ohio  we  have  a  very  large  road  building  program,  and,  of  course, 
when  the  war  came  on  we  cut  oif  all  the  contracts  and  nobody  com- 
plained about  that,  but  there  were  many  old  contracts  which  were 
half  completed.  The  contractors  had  entered  into  those  contracts, 
having  in  mind  certain  current  freight  rates,  and  all  of  a  sudden 
they  were  increased  25  per  cent.  The  result  was  the  stoppage  of 
all  of  that  work,  and  the  bankruptcy  of  a  larg.^  number  of  those 
contractors. 

Mr.  CoTTERiLL.  Yes,  sir;  there  were  lots  of  failures  of  that  kind 
that  grew  out  of  that  order.  The  questions  which  have  arisen  out 
of  that  order  No.  28  are  multitudinous. 

Senator  McLean.  Are  there  any  other  orders  that  have  been 
especially  embarrassing  in  the  South  that  you  have  not  previously 
referred  to  here? 

Mr.  CoTTERiLL.  We  have  had  very  nuiny. 

Senator  McLean.  I  do  not  want  you  to  repeat,  if  there  is  any- 
thing that  you  have  already  called  to  the  attention  of  the  committee; 
but  I  would  like  to  know  if  there  are  any  other  important  orders 
that  have  been  especially  embarrassing  or  obnoxious  in  the  South? 

Mr.  Cotterill.  Senator,  I  should  say,  in  the  main,  outside  of  the 
instances  I  have  enu.merated  here,  that  our  chief  difficulty  has  been 
to  get  the  administration  to  literally  put  into  effect  what  it  states 
to  b^  its  intention:  and  that  gets  back  to  the  original  order  No.  28, 
For  instant  e,  take  lumber — an  important  conmiodity  in  the  South. 
It  was  provided  in  that  order  that  lumber  should  be  increased  a 
certain  amount  in  cents  per  hundred  pounds.  Now,  lots  of  times 
in  nudving  a  rate  vou  have  to  add  a  rate  from  point  A  to  point  B. 
and  then  from  point  B  to  point  C;  and  that  order  was  interpreted 
as  authorizing  a  double  increase  in  cents  i)er  hundred  pounds,  and 
that  is  still  being  done  to  a  large  extent.  While,  perhaps,  technically, 
that  charge  did  not  violat(^  any  tariff's,  there  lune  been  thousands  of 
dollars  collected  in  overcharge  in  that  way.  It  was  never  intended 
that  there  should  be  more  than  one  increase. 

Now.  as  to  the  meeting  of  proposals  coining  from  the  Railroad  Ad- 
ministration— they  are  not  dealing  with  us  very  locally;  they  are  deal- 
ing with  us  a  whole.  They  are  proposing  changes  in  our  switching 
tariffs  that  affect  not  only  one  community,  but  the  entire  South;  and 
changes  in  our  wharfage  and  terminal  char^jes  and  demurrage,  ami 
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it  is  just  one  thing  after  another  all  the  time;  and  they  cover  so  much 
territory  and  affect  so  many  people  that  it  is  sometimes  a  case  of  what 
is  everybody's  business  is  nobody's  bueiness.  It  is  hard  to  get  every- 
body together  to  meet  and  combat  those  measures.  It  was  really  due 
to  the  Federal  operation  of  the  railroads  that  this  Southern  Traffic 
League  that  I  represent  was  formed.  It  was  called  into  existence  by 
the  necessity  of  providing  some  sort  of  machinery  for  the  southern 
jobbers  to  take'  care  of  their  interests  before  the  Railroad  Adminis- 
tration. 

Senator  McLean.  Naturally,  you  prefer  leaving  the  initiation  of 
rates  to  the  shippers,  because  men  who  know  all  about  a  subject 

Senator  Kellogg.  You  mean,  to  the  railroads? 

Senator  McLean.  Yes;  to  the  carriers,  who,  naturally,  knowing  all 
about  the  subject,  their  decisions  are  more  likely  to  be  accurate  than 
the  decisions  of  men  who  know  only  a  little  about  it? 

Mr.  CoTTERiLL.  That  is  true,  and  the  advantage  which  that  system 
has  is  that  it  is  so  peculiarly  local.  It  means  that  every  shipper  on 
the  line  is  known  to  or  by  the  traffic  manager  of  the  railroad.  He 
knows  their-  necessities.  He  does  not  always  give  them  what  they 
want  or  what  they  are  entitled  to,  and  difficulties  arise,  and  we  have 
lots  of  suits  and  litigation,  but  it  is  all  friendly.  In  the  main  we  have 
gotten  better  results  by  direct  initiation  of  rates  by  the  railroads 
themselves  than  we  have  by  the  Railroad  Administration ;  and  so,  to 
connect  the  proposals  up,  if  the  Government,  in  an  effort  to  stabilize 
the  credit  of  the  carriers  enters  the  domain  of  a  fixed  return  with 
direct  supervision  of  expenditures,  of  course  it  has  got  to  take  over 
the  rate-initiating  function,  whether  it  be  carried  out  through  groups 
of  carriers — 6  or  12,  or  whatever  number  it  may  be — or  through  the 
individual  units  that  we  have,  or  through  one  corporation.  It  would 
be  utterly  illogical  for  the  Government  to  guarantee  the  earnings  of 
the  carriers  and  to  supervise  their  expenses  and  then  to  leave  the  rate 
initiation  to  them.  There  would  be  no  dictates  of  self-interest  to 
govern  their  action  at  all.  So  we  are  trying  to  point  out  that,  how- 
ever attractive  the  scheme  of  a  fixed  guaranty  may  be — and  perhaps 
some  da}^  we  will  have  to  come  to  it  in  some  form — we  are  bordering 
close  on  Federal  operation  if  not  ownership;  and  there  are  many 
things  to  be  said  -in  favor  of  straight  Federal  operation  and  owner- 
ship that  are  not  to  be  said  in  favor  of  a  fixed  guaranty. 

Now,  that  concludes  what  I  have  to  say  in  behalf  of  the  Southern 
Traffic  League. 

The  Southern  Wholesale  Grocers'  Association  assumes  it  to  be 
the  desire  of  Congress  to  ascertain  the  point  of  view  and  sentiments 
of  business  men  concerning  the  proposal  to  continue  Federal  con- 
trol and  operation  of  the  railroads  until  January  1,  1924. 

This  association  represents  approximately  2,100  wholesale  grocers 
scattered  all  over  the  South  and  to  some  slight  extent  in  tei-ritory 
adjacent  to  the  South.  The  business  of  wholesaling  groceries  is 
almost  entirely  dependent  upon  adequate  transportation  facilities. 
The  prime  function  of  the  wholesale  grocer  is  to  draw  into  points 
of  concentration  food  articles  and  related  commodities  that  are 
manufactured  elsewhere  and  to  distribute  such  products  to  sur- 
rounding communities.  Virtually  all  of  that  assembling  and  dis- 
tribution is  performed  by  means  of  railroad  transportation,  motor 
truck  and  water  service  being  available  only  to  a  slight  extent. 
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As  a  consequence  of  this  great  dependence  upon  adequate  trans- 
portation service,  the  niembers  of  the  Southern  Wliolesale  Grocers' 
Association  deem  it  of  some  importance  that  a  referendum  taken 
by  them  on  January  1,  1919,  disclosed  an  overwhehning  sentiment 
in  favor  of  private  operation  of  the  railways  as  soon  as  the  change 
can  properly  be  brought  about.  The  vote  recorded  indicates  that 
more  than  95  per  cent  of  the  wholesale  grocers  represented  by  this 
association  favor  as  prompt  return  of  the  railroads  to  private  man- 
agement and  operation  as  the  financial  and  other  considerations  per- 
mit. 

The  reasons  assigned  by  those  who  wrote  at  length  in  favor  of  pri- 
vate operation  all  resolve  themselves  into  the  fundamental  claim  that 
the  service  performed  by  the  railways  under  governmental  control 
during  the  past  year  has  deteriorated  so  much  as  to  have  become 
alarming.  Full  allowance  is  generally  made  for  the  abnormal  condi- 
tions that  existed  until  a  short  while  ago.  But  the  thought  prevails 
almost  unanimously  that  the  very  poor  service  which  has  been  experi- 
enced is  to  be  accounted  for  only  in  part  by  the  disturbances  which 
the  war  created.  Instead,  the  deterioration  in  service  complained  of 
is  attributed  primarily  to  the  inherent  weaknesses  in  any  form  of 
governmental  operation  of  the  railways.  Car  shortage  is  not  by 
any  means  the  chief  point  of  criticism.  It  is  the  car  movement — -the 
long  delays,  circuitous  routing,  etc. — that  has  caused  the  most  hard- 
ship. In  addition  to  that,  however,  the  wholesale  grocers  join  in  the 
condenniation  of  the  manner  in  which  claims  have  been  handled, 
which  is  of  especial  importance,  since  thefts  and  damage,  together 
with  lost  shipments,  have  greatly  increased  during  the  past  year.  At 
all  points  of  contact  between  the  shipper  and  the  carrier  it  seems  that 
service  has  suffered  badlv-  There  has  not  been  the  same  courteous 
consideration  and  treatment  of  shippers'  inquiries  or  requests.  The 
invariable  answer  to  all  complaints  has  been  the  assertion  that  it  is 
the  Government  which  is  responsible. 

Some  of  the  wholesale  grocers  go  even  deeper  into  the  subject.  It 
is  complained  that  the  source  of  authority  is  too  far  removed  from 
most  of  the  country  by  the  maintenance  of  Federal  management. 
The  danger  of  too  much  centralized  government  and  the  tendency 
to  build  up  an  autocracy,  aside  from  political  power,  are  assigned 
in  many  instances  as  the  grounds  of  objection  to  the  five-year  plan. 
Governmental  authority  is  in  its  nature  autocratic  and  business  men 
can  not  approach  officials  of  the  Government  in  the  same  way  that 
they  can  approach  railway  officials.  As  expressed  by  one  wholesaler 
who  wants  prompt  resumption  of  private  management:  "We  will 
then  have  somebody  to  grumble  with  and  not  be  afraid  to  stand  up 
and  talk  back  to  them." 

Hence,  this  association,  in  behalf  of  those  Avhom  it  represents,  ap- 
peals to  Congress  for  the  return  of  the  railroads  to  private  manage- 
ment and  operation  as  soon  as,  in  its  judgment,  it  can  be  brought 
about  without  undue  inconvenience.  Unless  competition  among  the 
lailways  is  to  be  promptly  restored  we  are  apprehensive  over  the 
outlook  and  fear  a  further  decline  in  morale  in  the  whole  railway 
organization  which  could  only  mean  worse  service  and  poorer  accom- 
modation than  that  which  has  been  patriotically  endured  in  the  past 
year. 
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Senator  Pomerene.  Is  it  your  judgment  that  that  expression  of 
the  AVholesale  Grocers'  Association  was  ilhistrative  of  the  general 
sentiment  of  shippers  throughout  that  section? 

Mr.  CoTTERiLL.  Yes,  sir.  It  ought  to  be  so  taken,  for  this  reason. 
As,  of  course,  you  know,  Senator,  the  function  of  the  wholesale  gro- 
cer is  simply  to  assemble  what  somebody  else  makes  and  then  to  re- 
sell it  to  retailers.  Of  course,  he  comes  in  contact  more  with  trans- 
portation than  any  other  line  of  business.  I  mean  that  it  is  of  more 
direct  consequence  to  him.  He  has  to  take  his  orders  by  long-dis- 
tance telephone  in  the  afternoon,  and  to  get  them  out  the  following 
morning  for  delivery ;  and  while  perhaps  their  demands  are  n^ore 
exacting  than  some  other  lines  of  industry,  yet  that  ought  to  indi- 
cate the  state  of  the  public  mind. 

The  Chairman.  All  right,  Mr.  Cotterill.  We  are  very  glad  to 
have  heard  you. 

Senator  McLean.  I  would  like  to  ask  just  one  question. 

Mr.  Cotterill.  Yes. 

Senator  McLean.  The  gentleman  who  represented  the  New  Eng- 
land carriers  had  a  plan :  I  do  not  know  whether  your  attention  was 
called  to  it  or  not,  but,  in  a  word,  it  proposed  to  give  the  prosperous 
road,  say,  a  rate  of  dividend  on  its  capital  stock  up  to  8  per  cent, 
and  all  of  that  should  be  divided  into,  we  will  say,  two  equal  parts — 
one-half  of  it  to  the  owners  of  the  roads,  and  the  other  half  to  con- 
stitute a  fund  for  the  purpose  of  sustaining  the  credit  of  the  weaker 
roads.  Do  yon  think  that  plan  would  leave  a  sufficient  incentive  to 
warrant  the  expectation  that  the  management  of  the  roads  would 
not  lose  their  initiative,  and  an  incentive  to  lower  the  cost  of  trans- 
portation by  increasing  the  facilities? 

Mr.  Cotterill.  I  should  say  it  is  not  likely.  In  the  first  place,  it 
is  a  complicated  sort  of  an  arrangement  and  we  doubt  very  much 
whether  any  profit-sharing  scheme  is  going  to  work — to  assume  that 
up  to  a  certain  point  what  the  carrier  gets  belongs  to  it  and  beyond 
that  to  stimulate  it  by  the  additional  amount  which  it  might  obtain. 
Of  course,  that  is  better  than  nothing,  but  it  all  involves  the  idea  of 
a  governmental  guaranty  or  limitation  on  what  the  carrier  may 
have  for  itself,  and  it  is  at  that  point  that  we  must  diverge  from 
others  who  advocate  those  plans. 

Senator  McLean.  That  is  all. 

The  Chairman.  Mr.  Garretson. 

STATEMENT  OF  MR.  A.  B.  GARRETSON. 

The  Chair3Ian.  Just  give  your  full  name  and  address,  and  your 
official  connection  with  tlie  Bi-otherhoods. 

Mr.  Garretson.  For  the  purpose  of  the  record,  Mr.  Chairman; 
name,  A.  B.  Garretson ;  capacity,  president  of  the  Order  of  Railway 
Conductors,  appearing  on  behalf  of  the  Brotherhood  of  Locomotive 
Engineers:  Brotherhood  of  Locomotive  Fireme]i  and  Enginemen : 
Order  of  Railway  Conductors;  Brotherhood  of  Railway  Trainmen; 
International  Association  of  Machinists;  International  Brother- 
hood of  Blacksmiths  and  Helpers;  International  Brotherhood  of 
Boilermakers,  Iron  Shiji-Builders,  and  Helpers  of  America;  Amal- 
gamated  Sheet   Metal   Workers'   International    Alliance;    Interna- 
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tional  Brotherhood  of  Electrical  Workers;  Brotherhood  of  Railway 
Carmen  of  America ;  Brotherhood  of  Railway  Clerks,  Freight 
handlers  and  Station  Employees;  Switchmen's  Union  of  North 
America ;  Order  of  Railroad  Telegraphers ;  and  United  Brotherhood 
of  Maintenance  of  Way  Employees  and  Railway  Shop  Laborers. 

Senator  Townsend.  Do  all  of  those  apply  to  railroad  matters? 

Mr.  Garretso]s.  In  so  far  as  their  memberships  are  in  the  service 
of  the  railway  companies. 

Senator  Townsend.  You  do  not,  for  instance,  speak  for  the  black- 
smiths generally  throughout  the  country? 

Mr.  Garretson.  No,  sir;  only  those  in  railway  service. 

Senator  Kellogg.  You  include  all  the  railway  organizations? 

Mr.  Garretson.  Those  are  all  the  railway  organizations  affiliated 
with  the  American  Federation  of  Labor;  and,  in  addition,  there  are 
the  four  railway  brotherhoods,  which  are  nonaifiliated  with  the 
American  Federation  of  Labor. 

I  want  to  make  clear  this:  The  total  membership  of  those  or- 
ganizations represents  almost  the  entire  body  of  railway  employees 
of  the  country.  There  are  a  few  small  unions  covering  some  par- 
ticular crafts  that  are  not  embodied  in  that  list. 

Senator  Poindexter.  How  many  men  altogether  are  in  those 
unions  ? 

Mr.  Garretson.  The  information  furnished  to  me  by  the  repre- 
sentative of  the  railway  department  of  the  American  Federation  of 
Labor  is  to  the  effect  that  they  represent  approximately  a  million 
and  a  half  railway  employees.  The  four  brotherhoods,  in  addition 
to  that,  represent  approximately  400,000  men. 

Senator  Pomerene.  Is  that  400,000  in  addition  to  the  million  and 
a  half? 

Mr.  Garretson.  In  addition  to  the  million  and  a  half,  making  a 
total  of  1,900,000  men ;  that  is.  actual  workers.  The  body  of  citizen- 
ship that  they  represent  would  be  arrived  at  by  the  ordinary  proc- 
esses. 

Senator  Kellogg.  About  five  times  that? 

Mr.  Garretson.  Yes. 

Senator  Townsend.  Many  other  men  employed  in  railroad  service 
in  one  capacity  or  another  are  not  included? 

Mr.  Garretson.  xVll  men  above  what  might  be  described  as  the 
classified  employees;  that  is,  the  rank  and  file.  It  would  be  rather 
difficult  at  any  given  time  to  say  exactly  what  proportion,  because  in 
some  of  the  pursuits  a  man  has  to  follow  the  railway  service  for  a 
period  ranging  from  30  days  to  6  months  before  he  becomes  eligible 
to  membership  in  some  of  these  organizations.  Consequently  there 
is  probabl.y  anywhere — ranging  according  to  fluctuation  in  the  num- 
ber of  employees — from  10  to  20  per  cent  who  are  not  in  the  ranks 
of  these  organizations.  That  is  a  rough  estimate  of  the  number  that 
is  not  included.  They  have  to  serve  a  certain  length  of  time  before 
they  are  eligible  to  membership  in  these  organizations. 

Senator  Townsend.  There  are  some  who  never  go  into  the  unions 
at  all? 

Mr.  Garretson.  Some;  yes. 

Senator  Toavnsend.  Many  men  working  for  the  railway  companies 
in  one  capacity  or  another" are  not  inclucled  in  that  1.000,000? 
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Mr.  Garretson.  There  is  no  data  in  existence,  except  to  take  the 
gross  nnmber  of  employees  that  are  in  railway  service  in  the  coun- 
try as  near  as  we  can  from  the  Interstate  Commerce  Commission's 
reports,  because  that  is  the  most  available  source;  but  that  leaves 
out  a  very  considerable  number  of  employees  who  are  in  intrastate 
service  on  roads  that  do  not  report  to  the  Interstate  Commerce  Com- 
mission. I  should  judge  that  there  is  a  total  slightly  in  excess  of 
2,000,000  men  on  the  pay  rolls  of  the  railway  companies. 

Senator  Pomerene.  I  saw  a  statement  the  other  day — I  do  not 
know  how  authoritative  it  is — that  there  were  two  and  a  half  million. 

Mr,  Garretso>\  I  would  put  it  in  excess  of  2.000,000,  but  I  would 
not  attempt  to  place  anything  in  the  way  of  an  exact  limit  above 
that.  Consequently,  if  that  be  true,  that  there  are  2,000,000  men, 
there  would  be  100,000  in  various  capacities  that  are  not  represented 
here;  and  if  there  are  2,500,000,  then  there  would  be  over  five  times 
that  figure ;  but  the  great  body  of  railway  emploj^ees  of  this  country 
is  represented  by  these  organizations. 

The  plan  which  was  presented  to  this  committee  by  Mr.  Glenn  E. 
Plumb  has  received,  as  far  as  its  principles  are  concerned,  the  un- 
qualified indorsement  of  the  representatives  of  these  14  organiza- 
tions. There  has  been  no  indorsement  by  us  of  any  given  detail 
of  that  plan.  You  will  readily  understand  that  in  the  coming  to- 
gether of  the  number  of  interests  that  we  represent  there  is  a  di- 
versity of  individual  opinion  in  regard  to  the  various  phases  of  any 
scheme  that  might  be  presented,  and  that  it  would  take  time  and 
conference  to  reconcile  those  varying  opinions  with  each  other. 
Consequently,  while  the  principle  embodied  in  the  plan  of  Mr.  Plumb 
receives  our  unqualified  indorsement,  there  has  been  no  agreement 
either  attempted  or  arrived  at  between  us  as  to  what  I  heard  referred 
to  here  the  other  day  as  the  "  mechanics  "  for  making  the  applica- 
tion of  that  or  any  other  plan  applicable  to  the  problem. 

There  has  never  been  a  time,  I  think,  in  the  history  of  the  w^orld 
when  a  problem  of  as  great  magnitude  as  this  has  confronted  any 
body  of  men.  The  greatest  industry  in  the  world  probably  is  the 
American  railways.  Its  importance  far  transcends  the  importance 
of  any  other  problem,  either  social,  political,  or  economic,  in  the  fact 
that  it  reaches  its  ramifications  into  every  household  of  the  land. 
It  is  a  thing  of  vital  interest,  and  it  can  not  be  honestly  approached 
by  any  man  solely  from  the  standpoint  of  his  own  personal  interest. 
He  has  got  to  consider  it  from  a  broader  standpoint  than  that,  and 
he  has  got  to  consider  it  from  the  standpoint  of  the  citizen,  which 
should  be  the  widest  standpoint  that  any  man  can  assume.  If  he 
only  offers  a  solution  that  guards  the  petty  interests  of  himself  and 
his  class,  he  will  never  be  able  to  arrive  at  an  honest  solution  that 
will  conserve  the  admitted  rights  of  all. 

It  is  charged,  justly  or  unjustly,  that  laboring  men  must,  of  neces- 
sity, be  as  narrow  as  any  men  on  earth.  If  laborincr  men  can  not 
give  a  certain  amount  of  consideration  to  the  viewpoint  and  to  the 
interests  of  others,  laboring  men  measure  up  to  a  mighty  poor  stand- 
ard of  citizenship;  and  what  is  true  of  the  laboring  man  is  true  of 
his  employer,  no  matter  whether  it  is  a  Government  or  whether  it 
is  a  private  employer.  From  our  standpoint  we  do  not  make  one 
confusion  of  relations  that  has  seemed  to  be  apparent  through  most 
of  the  presentations  that  I  have  listened  to  before  this  committee. 
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We  only  look  on  the  Government  as  replacing  the  private  employer, 
and  we  hold  our  relations  are  exactly  the  same  to  the  employer, 
whether  it  is  the  Government  that  employs  us  or  a  private  individual 
that  employs  us. 

Naturally,  we  draw  our  conclusions  to  a  very  considerable  degree 
from  the  experiences  of  past  years,  during  which  these  unions  have 
had  existence,  and  we  apply  that  experience  piecisely  in  the  same 
sense  to  the  conditions  of  our  service,  whether  they  are  to  be  con- 
tinued under  the  Government  as  they  are  at  present,  or  whether  there 
is  to  be  another  overturn,  and  whether  those  services  would,  in  that 
event,  be  rendered  to  those  Avhom  we  formerly  served  in  their  private 
capacity. 

I  want  to  draw  the  attention  of  the  members  of  the  committee  to 
this:  It  has  been  the  expressed  desire  on  the  part  of  most  men  who 
have  appeared  here  that  they  be  permitted  to  present  their  viewpoint 
uninterruptedly.  I  should  be  very  glad  indeed  if  at  any  stage  of  the 
game  any  member  of  the  committee  who  desires  to  ask  a  question 
brought  to  his  mind  by  any  statement  made  by  me,  will  break  in  right 
then  and  there  and  ask  that  question.  It  will  not  in  any  way  disturb 
my  line  of  thought,  and  it  is  often  more  satisfactory  to  get  a  reply  to 
a  question  that  will  make  something  clearer  than  it  is  than  to  wait 
until  after  there  has  been  a  full  presentation,  and  then  to  broach^  it. 

We,  naturally,  in  our  own  interests,  study  a  social  situation  as  it 
exists.  It  would  be  a  brave  man  who  would,  at  the  present  time,  in 
world  affairs,  be  reactionary  enough  to  expect  that  after  the  close  of 
a  world-wide  convulsion,  like  the  war  that  has  just  been  intermitted, 
at  least — who  would  either  expect  or  declare  that  the  tangled  threads 
of  social  life  or  of  industry  are  to  be  picked  up  where  they  were 
broken  by  the  advent  of  the  war.  It  is  not  an  era  of  going  back- 
Avard.  Forces  have  been  let  loose  that  are  to  be  reckoned  with,  and 
it  stands  every  man  in  hand  to  keep  his  ear  close  enouo;h  to  the 
ground  to  realize  that  those  forces  are  to  be  reckoned  with  if  the 
social  structure  of  the  world  is  not  to  be  overturned.  No  man  can 
measure  up  to  that  which  is  required  of  him  unless  he  is  prepared 
to  go  forward  from  now  on.  as  he  has  gone  forward  for  the  past 
two  tr  three  years,  and  apply  the  popular  shibboleth  of  '*  doing  his 
bit "  in  a  manner  that  will  work  out  a  solution  for  the  good  of  man- 
kind; and  there  is  no  question  more  intimately  connected  with  it 
than  the  question  of  transportation. 

I  have  heard  some  pretty  close  hair-splitting  done  here  in  the  past 
two  days  as  between  the  financial  side  and  the  operating  side  of  the 
railway  question.  The  fact  is,  when  you  come  down  to  consider  it 
from  a  practical  standpoint,  they  are  so  closely  interwoven  that  they 
are  really  one  question.  All  the  revenue  of  a  railway  company  comes 
from  the  sale  of  transportation  of  persons  and  property.  It  has  no 
other  legitimate  source  of  revenue,  and,  therefore,  its  questions  of 
operation  and  finance  are  so  closely  entangled  that  to  undertake  to 
separate  them  is  the  old  problem  of  trying  to  unscramble  an  og^. 

Can  the  function  best  be  performed  of  the  operation  and  the  financ- 
ing of  these  railways  by  private  interests  or  by  governmental  inter- 
ests, is  the  real  question  that  is  involved;  and,  to  me,  the  real  question 
before  Congress  at  the  present  time  is  not  the  adoption  of  a  compre- 
hensive plan  as  the  first  measur^for  the  operation  of  the  roads,  but 
a  declaration  as  to  what  is  to  be^v^he  future  policy,  and  whether  or 
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not  eveiy  mile  of  railway  now  controlled  by  the  Government,  or 
noncontroUed  by  the  Government  is,  in  the  future,  to  bo  administered 
as  a  Government  appanage  instead  of  as  a  private  interest?  When 
that  question  is  once  solved  the  uncertainty  has  gone  out  of  the  situa- 
tion, and  then  all  that  remains  is  to  perfect  the  machinery  for  mak- 
ing^either  one  or  the  other  effective,  whichever  it  may  be. 

From  the  standpoint  of  our  own  interests  and  experience,  we  of 
these  organizations  are  strongly  of  the  belief  that  those  interests  can 
best  be  administered  through  a  direct  governmental  agency,  working 
not  for  transportation  with  profit  attached  to  it  but  to  furnish  effi- 
cient transportation  at  actual  cost  to  the  people.  You  will  bear  in 
mind  that  this  is  not  the  opinion  of  men  who  have  been  committed  to 
the  idea  of  Government  ownership.  I  do  not  even  know  the  personal 
opinions  of  all  of  the  executives  of  these  14  organizations,  but  I  am 
going  to  illustrate  from  the  men  of  the  four  brotherhood  executives 
of  whose  opinions  I  have  knowledge.  Out  of  those  four  men  who  sub- 
scribed here,  as  the  fruit  of  their  experience,  to  Government  owner- 
ship, three  of  them  have  absolutely  always  been  private- ownership 
men,  opposed  to  the  idea  of  Government  ownership,  and  they  have 
onh^  arrived  at  their  conclusion  to  indorse  Government  ownership 
because,  in  the  light  of  their  experience,  their  knowledge  of  men,  their 
knowledge  of  affairs,  they  have  become  convinced  that  it  is  the  logical 
method. 

Senator  Poindexter.  Has  that  experience  been  under  the  present 
Government  operation,  that  has  led  them  to  that  view  ? 

Mr.  Garretson.  And  former  private  operation. 

Senator  Poindexter.  That  has  been  a  part  of  it? 

Mr.  Garretson.  Yes;  largely.  Bear  in  mind,  three  of  these  men  are 
absolutely  private-ownership  men. 

Senator  Poindexter.  Would  you  mind  telling  us  who  they  are? 

Mr.  Garretson.  Yes;  I  am  perfectly  willing  to  tell  you.  Messrs. 
Stone  and  Lee  and  Shea,  of  the  engineers,  the  trainmen,  and  the  fire- 
men and  enginemen,  are  private-ownership  men.  The  only  Goveru 
ment-ownership  man  in  the  partj^  is  myself.  There  is  undoubtedly 
the  same  varied  complexion  of  opinion  between  the  executive  officers 
of  the  other  10  organizations  with  which  we  are  associated  in  this 
indorsement. 

To  carry  the  analogy'  further,  some  of  those  men  believe  that  if 
private  ownership  is  to  be  continued,  the  roads  should  be  turned  back 
within  the  shortest  time  possible  to  do  it — to  quote  the  director  gen- 
eral— "  in  an  orderly  manner." 

Senator  Watson.  Mr.  Garretson,  did  I  understand  you  to  say  that 
Stone,  Lee,  and  Shea  were  private-ownership  men  up  until  the  pres- 
ent time  ? 

Mr.  Garretson.  Have  always  been. 

Senator  Watson.  But  they  have  now  changed  their  minds  and  are 
Government-ownership  advocates  ? 

Mr.  Garretson.  They  are  indorsing  this  plan,  because  they  have 
been  convinced  that  it  is  the  most  desirable  method.  And,  Senator, 
do  not  let  me  misrepresent  them. 

In  general,  they  are  private-ownership  men  yet,  but  as  applied  to 
this  industry  they  have  gone  to  the  other  side ;  and  up  until  1912  I  was 
as  ardent  a  private-ownership  man  as  any  one  of  the  body.  My 
change  of  view  came  around  through  my  advocation  of  Government 
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}'egulation.  In  an  address  before  the  New  York  Economic  Club,  in 
the  year  1912,  on  a  question  involving  the  railroads  I  made  the  state- 
ment that  I  had  always  been  a  private-ownership  man,  but  in  follow- 
ing up  the  theory  of  strong  Government  regulation  I  became  con- 
fronted with  this :  That  if  through  regulation  the  balance  on  a  railway 
is  written  in  the  red,  who  is  responsible  for  that  deficit?  And  I  said 
that  I  had  arrived  at  the  stage  where  it  seemed  to  me  it  might  be  pos- 
sible that  Government  ownership — if  responsibility  lay  on  the  Gov- 
ermnent,  through  drastic  regulation  of  rates,  for  that  deficit — if  re- 
sponsibility was  permitted  to  lie  with  the  regulating  body,  it  might 
develop  that,  in  furtherance  of  that  theory.  Government  ownership 
might  become  the  lesser  of  two  evils.  If  it  is  once  admitted  that 
under  regulation  the  Government  creates  the  deficit  and  it  is  admitted 
that  the  responsibility  for  that  deficit  lies  with  the  power  that  created 
it,  you  have  gone  far  toward  Government  ownership ;  and  that  is  the 
idea  that  has  underlain  every  presentation  made  before  this  com- 
mittee by  owners,  security  holders,  and  others.  They  assert  that 
responsibility  now. 

If  there  is  a  liability  on  the  part  of  the  Government  for  any 
losses  sustained,  to  be  consistent  you  can  not  do  otherwise  than  admit 
participation  by  the  Government  in  profits,  because  if  the  Govern- 
ment is  liable  for  the  deficit  on  one  line,  that  is  created  by  regula- 
tion it  is,  by  the  same  rule  of  consistency,  entitled  to  excess  profits 
for  the  purpose  of  protecting  itself  against  the  losses  that  occur  on 
the  so-called  weak  lines. 

The  three  basic  principles  underlying  ownership  of  anything  are 
the  two  speculative  features  of  acceptance  of  losses  or  possession  of 
profits,  and  the  third  is  the  control  of  the  enterprise.  All  of  these 
plans  that  have  been  presented  here  recognize  the  principle  of  (lov- 
ernment  ownership,  in  demanding  a  guaranty  of  returns.  A  guar- 
anty of  returns  is  nothing  but  a  partnership  in  losses. 

Senator  Townsend.  Let  me  see  if  I  understand  you.  Mr.  Gar- 
ret son  ? 

Mr.  Garretsox.  Good. 

Senator  Townsend.  You  were  converted  to  Government  owner- 
ship by  the  thought  that  under  (Tovermnent  control  of  the  railroads, 
through  the  Interstate  Commerce  Commission  a  deficit  had  been 
made,  and  therefore  the  Government  should  have  full  control  to  con- 
tinue the  deficit? 

Mr.  Garretson.  No.  Control  must  continue.  That  is  admitted  by 
all  interests.  I  do  not  believe  there  is  a  man  of  any  shade  of  faith  in 
this  country  who  would  dare  advocate  turning  the  railways  of  the 
country  back  to  the  corporations  with  the  corporations  untranuneled. 

Senator  Towxsend.  I  understand  that,  but  T  did  not  quite  get  the 
force  of  your  statement.  There  were  deficits  in  the  railroads  while 
they  had  absolute  control,  without  any  Interstate  Commerce  Com- 
mission? 

Mr.  Garretson.  Without  any  regulation. 

Senator  Townsend,  Yes.  Now,  by  a  parity  of  reasoning,  would 
you  say,  then,  that  that  was  a  reason  why  the  railroads  should  con- 
tinue to  operate  without  regulation? 

Mr.  (tarretson.  Oh.  no:  you  misunderstood  me.  I  did  not  touch 
on  the  condition  of  the  railways  prior  to  the  existence  of  Govern- 
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inent  regulation.     It  was  Government  regulation  that  created   the 
•deficit,  in  the  case  I  referred  to. 

Senator  Townsend.  Was  that  necessarily  so? 

Mr.  Garretson.  If  the  rates  fixed  by  the'^commission  will  not  yield 
on  a  given  railway  enough  money  to  meet  operating  expenses,  fixed 
charges,  and  dividend  returns,  then  a  deficit  would  be  created. 

Senator  Townsexd.  Do  you  not  recognize  that  there  are  elements 
that  enter  into  the  railway  control  which  ought  not  to  be  answered 
by  an  increase  of  rates?  For  instance,  might  not  the  control  of  it 
lack  something  in  efficiency? 

Mr.  Garretson.  It  could;  but  the  fact  remains  this:  There  are 
i-ailways  that,  on  a  given  rate — say  between  New  York  and  Chicago — 
the  same  rate  would  yield  one  road  abundant  funds  to  meet  all  of 
those  things,  and  a  surplus  in  addition  thereto. 

The  other  road,  under  the  same  rate,  would  not  be  able,  on  account 
of  its  capital  charge  or  on  account  of  the  inefficiency  of  operation — 
because  both  militate  equally — but  if  one  road  has  to  earn  $3  a  mile 
to  meet  its  capital  charges  and  the  other  has  to  earn  $6  a  mile,  it 
is  perfectly  apparent  that  the  same  rate  will  not  result  in  the  same 
way  on  the  two  properties.  There  is  a  deficit  created  from  one  of 
those  two  causes,  and  I  was  leaving  the  element  of  inefficiency  out  of 
it  and  only  dealing  with  the  element  of  regulation  as  creating  the 
deficit. 

Senator  Cummins.  Mr.  Thom  said  that  under  the  former  regu- 
lation the  Government  controlled  the  revenue  and  that  it  controlled 
the  expenses  of  the  enterprise.  Now,  any  power  that  controls  the 
revenue  and  expenses  of  operating  a  particular  property  comes 
pretty  nearly  being  in  possession  of  that  property,  does  it  not? 

Mr,  Garretson.  Is  cle  facto  in  possession  of  its  prosperity,  and 
should  be  in  possession  of  the  property  itself.  That  is  my  stand- 
point. 

Senator  Underwood.  May  I  interrupt  you  there  a  moment? 

Mr.  Garretson,  Certainly, 

Senator  Underwood,  I  think  you  have  reached  the  point  that  is 
the  dividing  line.  Your  argument  is  that  because  the  Government, 
up  to  this  time,  lias  taken  over  the  regulation  of  the  rates  for  trans- 
portation, therefore,  it  has  assumed  the  Government  function  and 
it  might  as  well  go  ahead  and  assume  the  whole  function? 

Mr.  Garretson.  That  is  it. 

Senator  Underwood.  I  would  like  to  ask  you  a  few  questions  right 
along  that  line. 

Mr.  Garretson.  Good. 

Senator  Underwood,  The  original  purpose  of  the  act  to  regulate 
commerce  was  in  the  interest  of  reasonable  transportation  for  the 
public.  Whether  they  were  getting  it  or  not,  the  Government  con- 
cluded they  were  not. 

Mr.  Garretson,  It  was  absolutely  in  the  protection  of  the  public 
that  the  first  steps  were  taken. 

Senator  Underwood.  Now,  I  assume  that  when  those  laws  were 
passed  it  was  not  the  intention  of  Congress  to  reduce  the  revenues 
of  the  railroads  or  the  transportation  companies  below  a  level  at 
which  they  could  operate  and  pay  their  expenses  and  make  a  rea- 
sonable return  on  their  property? 

Mr.  Garretson.  I  should  absolutely  say  not. 
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Senator  Underwood.  But,  as  it  turned  out  in  some  cases,  it  has 
vesulted  in  that? 

Mr.  Gareetson.  It  has. 

Senator  Underwood.  Now,  would  an  effort  on  the  part  of  Con- 
gress to  readjust  this  regulation  so  as  to  allow  the  railroads  to  make 
their  operating  expenses  and  a  reasonable  return  on  their  investment 
or  on  the  money  used  in  the  railroads,  change  the  original  status 
as  you  and  I  understand  it  and  as  we  agree  that  it  existed  ? 

Mr.  Garretson.  In  my  opinion,  it  is  an  utter  impossibility.  Sena- 
tor. 

Senator  Underwood.  But  would  it  change  the  original  status. 
Outside  of  the  details,  that  was  the  purpose  of  Congress  in  the  be- 
ginning ? 

Mr.  Garretson.  Outside  of  this:  You  will  bear  in  mind  we  are 
absolutely  in  accord  as  to  the  original  purpose  underlying  the  crea- 
tion of  regulatory  measures.  The  development  of  those  measures 
beyond  the  original  purpose — that  development  being  founded  on 
experience,  by  Congress — has  brought  it  to  a  stage  that  probably 
never  was  originally  expected. 

Out  of  that  and  out  of  the  facts  that  I  just  referred  to  as  making  it 
an  impossibility  to  now  equalize  it  they  have  created  a  condition 
where  a  large  proportion  of  the  roads  are  able  on  those  rates  that  are 
fixed  from  time  to  time  by  the  commission  to  keep  their  heads  abovt 
water  and  in  some  instances  to  make  large  sums  of  profits,  but  there 
are  others  that  it  would  be  necessary  to  make  special  rates  for,  on 
account  of  the  amount  they  have  to  earn  to  arrive  at  the  same  result 
that  some  others  naturally  arrive  at,  and  that,  in  my  opinion,  makes 
it  utterly  impossible  for  Congress  or  for  the  Interstate  Commerce 
Commission,  as  its  agent  in  that  respect,  to  make  a  universal  rate 
that  will  meet  the  conditions,  because  there  are  other  things  that  must 
be  changed  before  that  can  be  done. 

Senator  Underwood.  I  realize  the  difficulties,  but  assuming  that 
there  is  a  chance — discussing  the  principle  and  not  the  details — for 
Congress  to  pass  laws  that  will  readjust  this  regulatory  system  so 
that  these  weak  roads  will  have  sufficient  return  in  order  to  function 
properly  and  to  perform  their  service  to  the  people  who  live  and  do 
business  along  those  lines  of  road,  that  is  not  a  far  step,  if  it  can  be 
done,  from  what  was  originallv  intended  when  the  act  was  passed, 
is  it? 

Mr.  Garretson.  There  is  not  any  doubt  of  that.  Here  is  what  is 
true :  There  you  are  coming  right  back  to  the  essence  of  our  appear- 
ance here.  We  believe  that  that  can  best  be  done — I  would  not  as- 
sume that  any  man  hero  had  ever  played  poker,  but  in  poker  there  is 
such  a  thing  as  a  "jack  pot."  I  "jack  pot"  the  whole  thin^,  and 
then  the  strong  line  takes  care  of  the  weak  and  makes  a  universal 
rate  easily  applicable,  because  there  is  common  ownership  of  the 
strong  and  the  weak. 

Senator  Ukderwood.  That  comes  right  down  to  the  dividing  line, 
as  to  whether  we  are  going  to  complete  Government  ownership  or 
private  ownership? 

Mr.  Garretson.  That  is  it. 

Senator  Underwood.  We  may  go  to  one  or  the  other ;  but  suppose 
we  do  not  go  to  Government  ownership  and  do  go  to  private  owner- 
ship, do  you  think  we  should  stop  whore  the  regulatory  machinery 
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is  now  or  should  we  attempt  at  least  to  arrange  the  regulatory  ma- 
chinery so  that  the  weak  railroads  may  have  an  opportunity  to  earn 
sufficient  to  run  them  and  to  pay  a  reasonable  return  on  the  property 
used  ? 

Mr.  Garretson.  I  am  perfectly  free  to  admit  that  if  it  is  decided 
that  the  properties  shall  be  returned  to  private  ownership — that  is, 
returned  to  their  owners  for  operation — that,  of  necessity,  must  be 
done.  But  I  am  also  perfectly  free  to  admit  that  I  am  absolutely  at 
sea — and  I  have  been  somewhat  of  a  student  of  these  problems — 
that  statement  on  the  part  of  a  w^alking  delegate  might  excite  deri- 
sion on  the  part  of  a  master  of  high  finance  for  a  railroad  corpora- 
tion— but  I  have,  in  my  way,  studied  it,  and  I  have  never  yet  been 
able  to  determine  this :  Let  me  illustrate  as  between  two  lines  of  rail- 
way between  New  York  and  Chicago,  one  of  them  capitalized  at  one 
amount  and  one  at  another,  assuming,  for  the  moment,  that  their 
facilities  are  equal — their  terminals,  equipment,  and  all  those  things 
of  that  character.  Now,  if  one  of  them  uses  800  miles  between  New 
York  and  Chicago  and  the  other  one  uses  1,000  miles,  that  does  not 
change  the  fact  that  they  are  competitors  for  through  business  as 
between  the  two  points,  and  they  must  charge  the  same  rate  if  they 
are  evenly  in  the  field  for  the  business.  To  start  with,  each  of  those 
companies  is  capitalized  at  so  much  per  mile. 

If  one  of  them  is  capitalized  at  $80,000  per  mile,  and  the  other  is 
capitalized  at  $145,000  per  mile,  what  system  of  rates  can  give  them 
an  equality  in  the  market  to  handle  the  traffic  ?  And,  in  addition  to 
that,  one  of  them  pays  all  its  employees,  runs  its  engines  and  cars,  and 
has  200  miles  of  additional  track,  etc.,  to  look  out  for  in  its  traffic 
performance.  There  is  no  true  equality  between  them;  and  yet  our 
whole  system  of  rate-basing  is  on  common  points.  That  is  what 
makes  me  say  I  have  never  been  able  to  determine  how  you  can  get 
those  two  roads  on  an  equality,  even  if  they  were  capitalized  exactly 
the  same. 

Senator  Underw^ood.  I  concede  it  is  a  most  difficult  proposition. 

Mr.  Garretson.  It  is. 

Senator  Underwood.  There  is  no  doubt  about  that;  but  this  com- 
mittee, in  making  its  report,  is  going  to  reach  a  dividing  line  some 
day,  where  it  will  say,  "  We  will  go  to  Government  ownership,"  or 
"We  will  give  another  trial  to  private  ownership."  Of  course,  I 
concede  that  if  you  go  to  Government  ownership  and  "jack-pot"  the 
whole  returns,  there  is  not  that  equation  necessary  to  be  discussed 
further. 

Mr.  Garretson.  It  solves  itself. 

Senator  Underwood.  But  if  we  are  going  in  that  direction  and  con- 
tinue private  ownership,  then  I  thought  you  were  negativing  the  idea 
that  it  would  be  wise  for  this  committee  to  attempt  in  some  way  to 
equalize  this  proposition.  Now,  I  come  back  to  my  proposition :  If 
we  vote  for  a  continuation  of  private  ownership,  do  you  not  think  it  is 
the  part  of  wisdom  for  this  committee  to  take  action  looking  to  some 
form  that  will  bring  about  a  budget  that  will  enable  these  weak  roads 
to  exist  and  properly  serve  the  people  along  their  lines  ? 

Mr.  Garretson.  If  you  can  find  a  means  for  doing  it,  assuming  for 
a  moment  that  you  arrive  at  the  conclusion  that  the  roads  should  be 
returned  to  private  management,  and  so  continued;  the  demand  is 
absolutely  insistent  that  you  must  devise,  if  it  be  within  the  power  of 
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man  to  do  it,  a  means  to  equalize  those  things.  I  have  an  idea  that 
very  many  men  have  followed  the  same  road  that  I  have;  they  have 
been  driven  to  the  belief  that  there  is  only  the  one  solution. 

And  here  I  want  to  draw  this  line  of  distinction  as  between  the 
ideas  that  I  am  presenting  for  myself  and  others  and  those  that  I 
am  presenting  for  myself  alone.  These  are  personal  views,  and  I 
have  no  desire  to  commit  any  man  of  the  organizations  that  I  repre- 
sent to  the  individual  views  that  I  express  upon  those  things.  You 
will  bear  in  mind  that  in  my  discussion  with  individual  members  of 
the  committee  it  brings  out  matters  upon  which  conference  between 
us  has  never  been  held,  and  my  answers  must  be  taken  as  the  personal 
expressions  of  the  man  answering ;  because  the  same  condition  is  true 
as  among  the  10  men  who  head  the  Federation  organizations  as  be- 
tween the  4  men  that  head  the  brotherhoods;  there  is  that  diversity 
of  opinion  in  the  personal  sense  as  to  Government  ownership  applied 
to  anything  outside  the  railroads. 

Senator  Undeiiwood.  I  understand  that.  You  said  there  were  pre- 
sented here  in  Mr.  Plumb's  paper  certain  general  principles  that  your 
organizations  believe  in? 

Mr.  Garretson.  That  is  it. 

Senator  U^'DERwooD.  But  my  questions  were  directed  to  your  per- 
sonal experience  of  many  years  in  the  operation  of  railroads. 

Mr.  Garretson.  Yes.  I  do  not  want  to  place  myself  in  the  attitude 
in  which  I  would  misrepresent  a  man  with  whom  I  was  associated 
and  by  whom  I  had  been  chosen  as  his  spokesman. 

Senator  Underwood.  That  was  all  I  wanted  to  bring  out.  I  did 
not  Avant  the  record  to  show  that  if  we  did  go  to  the  proposition  of 
continued  private  control  you  were  in  the  position  of  opposing  our 
attempting  to  do  something  in  the  wa}^  of  a  budget  to  take  care  of 
these  weaker  roads. 

Mr.  Garretson.  If  it  is  decided  that  private  ownership  is,  in  the 
opinion  of  Congress,  the  more  desirable  course  to  pursue,  we  are  not 
in  any  sense  appearing  as  reactionaries.  I  have  an  idea  that  the  first 
thing  that  gave  very  many  of  the  men  I  represent  their  bias  toward 
Government  operation  m-ew  out  of  their  relation  with  that  question 
during  the  period  in  wdiich  the  Government  has  operated  the  rail- 
ways. I  do  not  want  you  to  get  a  misconception  as  to  our  attitude 
in  regard  to  Government  operation.  Government  operation,  in  the 
time  that  it  has  been  in  the  Government's  hands,  has  never  received 
any  trial  as  to  its  efficiency  or  its  economy. 

Think  over  an  enterprise  of  the  magnitude  of  the  American  rail- 
ways ;  no  precedent  to  guide  them  in  this  country  at  all ;  in  foreign 
countries  nothing  of  the  magnitude  of  ours ;  and  to  bring  them  under 
a  centralized  control  at  a  time  when  they  were  absolutely  disabled, 
so  far  as  functioning  Avas  concerned ;  when  they  were  hampered  with 
a  volume  of  business  growing  out  of  the  war  conditions  that  would 
have  taxed  their  capacity  at  their  best;  and  then  puc  their  operation 
upon  a  new  plan,  the  wonder  is  not  that  they  failed  in  many  direc- 
tions, but  that  they  operated  with  the  degree  of  efficiency  that  they 
did,  and  it  could  only  have  been  brought  about  by  the  earnest  effort 
of  the  classes  of  men  who  were  connected  with  these  railways  to 
bring  about  the  result  of  efficiency  whether  they  were  impelled  with 
the  desire  universally  to  do  it  economically  or  not. 
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Senator  To WNSEND.  Mr.  Garretson.  with  that  statement,  what  has 
been  done  during  the  year's  operation  of  the  railroads  by  the  Gov- 
ernment that  has  induced  the  men  to  change  their  minds? 

Mr.  Garretson.  Because  they  saw  within  that  operation  the  germ 
of  what  it  might  be  when  it  was  perfected;  practical  men  saw  it. 
You  take  the  members  of  these  different  organizations,  for  instance. 
I  am  only  citing  them  for  the  very  reason  that  the  members  of  the 
shop  crafts  are  not  connected  w^ith  the  movement  of  train  in  the 
same  degree.  You  take  10,000  old  engineers,  brakemen,  yardmasters, 
conductors  and  firemen  that  have  been  in  the  service  for  years  and 
there  are  no  better  judges  of  efficient  operation  on  the  face  of  the  earth 
than  they  are.  Ask  some  of  them  what  the  "  5  a.  m.  report "  was  and 
he  would  not  know  anything  about  it,  but  he  knows  when  trains  are 
moved  with  efficiency  and  despatch  and  economy. 

Senator  Poindexter.  What  would  be  your  objection,  Mr.  Garret- 
son, in  the  case  you  have  mentioned,  of  a  1,000-mile  road  and  an  800- 
mile  road  between  two  points  with  common  terminals  to  allowing 
those  roads  under  private  operation  to  combine  and  operate  as  one 
system,  with  strict  governmental  supervision  and  control  ? 

Mr.  Garretson.  Senator,  your  question  brings  out  a  thing  that 
has  not  been  touched  on  yet  by  me  that  is  the  very  essence  of  either 
private  or  governmental  control :  that  is  valuation.  There  can  be 
no  honest  combination  of  the  two  properties  in  question — and  that  is 
why  I  went  into  the  question  of  differing  capitalization — until  it  has 
been  determined  the  basis  upon  which  those  roads  could  properly  be 
combined  to  give  each  its  fair  share  of  the  returns.  It  would  be 
manifestly  unjust  to  provide  that  the  road  that  was  caJDitalized  twice 
as  high  as  the  road  that  had  its  capitalization  at  a  figure  that  fairly 
represented  what  had  been  invested  in  the  property  should  be  allowed 
to  earn  on  that  unfair  capitalization.  Consequently,  whether  the 
roads  are  retained  in  Government  control  or  whether  they  are  re- 
turned to  private  control,  the  very  essence  of  regulation  and  of  rate 
fixing  has  got  to  go  back  to  the  question  of  valuation.  Why  should 
posterity  be  bnrclened  with  a  constantly  growing  account  for  trans- 
portation by  adding  to  the  capitalization  of  a  property  when  a  means 
is  plainly  apparent  that  will  Avipe  out  the  burden  and  will  place 
transportation  w^here  it  should  be — on  the  cost  basis? 

Senator  Kellogg.  Take,  for  illustration,  the  Burlington  road, 
which,  I  think,  you  know  has  very  small  capitalization. 

Mr.  Garretson.  It  was  smaller  before  certain  people  got  hold  of  it. 

Senator  Kellogg.  It  always  has  been  comparatively  small.     And 

the  Eock  Island,  which  is  large,  and  a  good  deal  larger  since  certain 

people  got  hold  of  it 

Mr.  Garretson.  Yes. 

Senator  Kellogg.  Why  should  the  Rock  Island  be  guaranteed,  or 
why  should  the  Government  provide,  as  big  an  income  on  its  capital 
stock  as  the  Burlirfgton  can  earn? 

Mr.  Garretson.  There  you  are  going  right  back  to  the  root  of  our 
claim  in  regard  to  valuation.  Valuation  should  be  determined  upon 
what?  The  Government  should  fix  a  rate  that  will  permit  a  reason- 
able return 

Senator  Kellogg  (interposing).  Why  not  let  the  Hock  Island  go 
on  and  make  its  small  returns?  It  is  not  entitled  to  make  as  much 
as  the  Burlington. 
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Mr.  Garketson.  The  facts  are  exactly  true.  Now,  draw  the  par- 
allel between  two  other  roads  that  you  are  particularly  familiar  with. 
Take  the  Northwestern  and  the  Great  Western,  lying  side  by  side  and 
penetrating  the  same  territory. 

Senator  Kellogg.  Why  should  the  Great  Western  earn  as  much  as 
the  Northwestern  ? 

Mr.  Garretson.  The  Great  Western  by  no  rule  of  equity  should 
be  permitted  to  earn  more  or  to  be  paid  more  for  carrying  a  ton  of 
freight  a  given  distance  than  the  Northwestern  is  paid,  and  yet  the 
Northwestern  will  have  full  dividend  returns  and  a  large  surplus  on 
the  same  volume  of  business  where  the  Great  Western  gets  no  return. 

Senator  Kellogg.  It  gets  no  return  on  its  stock  ? 

Mr.  Garretson.  I  mean  on  its  stock. 

Senator  Kellogg.  Or  a  small  return  ? 

Mr.  Garretson.  I  think  a  good  many  of  the  stockholders  would 
have  heart  failure  if  they  even  got  a  small  return. 

Senator  Kellogg.  Yes ;  I  think  so. 

Mr.  Garretson.  There  is  what  underlies  the  difficulty  of  meeting 
that,  and  none  of  those  questions  can  ever  be  fairly  and  equitably 
determined  until  the  valuation  of  the  two  properties  in  question  has 
taken  place. 

Senator  Kellogg.  When  you  value  the  Great  Western  as  a  physi- 
cal property  and  value  the  Northwestern  as  a  physical  property,  the 
chances  are  that  the  Great  Western  would  not  earn  as  much  on  its 
valuation  as  the  Northwestern,  because  it  was  built  later  into  an  old 
territory  that  has  not  developed  feeders  into  its  line:  so  why  should 
it  ever  earn  as  much  ? 

Mr.  Garretson.  The  fact  is,  it  never  can  legitimately  do  it,  until 
it  can  acquire  the  volume  of  business  that  the  Northwestern  has 
acquired,  thereby  reducing  its  overhead. 

Senator  Kellogg.  Which  it  probably  never  will. 

Mr.  Garretson.  Never  will,  in  my  opinion. 

Senator  Kellogg.  Then,  why  should  it  have  as  much  income  as 
the  Northwestern? 

Mr.  Garretson.  That  is  what  underlies  the  whole — well,  I  do  not 
want  to  use  an  offensive  word — the  inconsistency  of  a  return  on  a 
valuation  fixed  by  the  corporation  itself. 

Senator  Kellogg.  Yes;  or  fixed  by  anybody. 

Mr.  Garretson.  So  far  as  that  is  concerned,  the  doctrine  of  guar- 
anties is  utterly  unjustifiable.  If  it  is  consitent  to  guarantee  the  re- 
turns on  capital  invested,  or  said  to  have  been  invested,  in  railways, 
it  is  equally  legitimate  to  guarantee  the  returns  on  every  other  Yum 
of  business,  differing  only  in  proportion  to  the  volume  of  business 
done. 

Senator  Kellogg.  That  is  the  point  exactl.y.  If  the  Government 
made  a  physical  valuation  and  bought  in  the  properties  on  the  basis 
of  a  physical  valuation,  such  as  it  is  now  making  .through  the  Inter- 
state Commerce  Commission,  the  Government  Avould  then  pay  exactly 
the  same  return  on  the  Great  Western  Railroad,  which  some  people 
think  never  ought  to  have  been  built,  as  it  would  pay  on  the  North- 
western, which  was  wisely  built:  and  whv  should  the  Government 
do  that? 

Mr.  Garretson.  There  is  no  reason  why  they  should. 
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Senator  Cummins  Mr.  Garretson. 

Mr.  Garretson.  Senator. 

Senator  Cummins.  Suppose  you  had  a  proper  valuation  upon  the 
Northwestern  and  the  Great  Western,  with  the  value  of  each  prop- 
erty accurately  and  justly  determined;  suppose  that  a  rate  on  the 
Northwestern  that  would  earn  6  per  cent  upon  that  valuation  were 
prescribed,  and  suppose  that  rate  would  not  earn  operating  expenses 
for  the  Great  Western,  what  would  you  do? 

Mr.  Garretson.  Under  a  system  of  private  ownership,  the  only 
thing  that  I  could  see  would  be  that  the  rate-making  power  must 
be  empowered  to  deal  with  the  individual  case  instead  of  the  general 
class — and  there  are  only  three  thousand  corporations — a  little  over 
that. 

Senator  Cummins.  In  such  a  case  as  that  you  would  not  advocate 
tearing  up  the  Great  Western  and  scrapping  it,  would  you  ? 

Mr.  Garretson.  No  man  can  consistently  advocate  the  tearing  up 
or  the  nonoperation  of  a  road,  without  fully  understanding  the  con- 
ditions, unless  its  usefulness  had  entirely  gone.  The  communities 
along  the  line  of  the  road  have  got  to  be  considered. 

Senator  Cummins.  Surely. 

The  Chairman.  The  hour  for  adjournment  having  arrived,  Mr. 
Garretson  will  return  in  the  morning  at  10  o'clock. 

Mr.  Garretson.  I  will  be  here,  Mr.  Chairman. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
Tuesday,  February  11,  1919,  at  10  o'clock  a.  m.) 
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TUESDAY,    FEBRUARY    11,    1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington,  D.  0. 
The  committee  met,  pursuant  to  adjourmnent,  at  10  o'clock  a.  m.. 
Senator  Oscar  W.  Underwood  presiding. 

Senator  Underwood.  Mr.  Garretson,  Senator  Smith  has  an  impor- 
tant engagement  downtown  and  has  not  been  able  to  get  here,  and 
Senator  Pomerene  is  delayed  for  awhile.  If  you  do  not  desire  to  go 
ahead  Avith  so  small  a  number  of  the  committee  here,  we  will  wait; 
but  if  you  are  willing  to  go  ahead,  we  will  proceed. 

Mr.  Garretson.  I  am  perfectly  willing  to  proceed  now. 
Senator  Underwood.  Then,  the  commitee  will  come  to  order. 

STATEMENT  OF  ME.  A.  B.   GAERETSON— Kesumed. 

Mr.  Garretson.  In  taking  up  the  lines  this  morning,  I  desire,  for 
a  moment,  to  touch  upon  the  question  of  the  guaranteeing  of  returns. 

It  would  seem  that  even  if  the  question  of  the  guarantee  of  returns 
were  taken  under  consideration  at  all,  the  very  essence  of  a  guaranty 
carries  with  the  idea  of  liability ;  and  before  there  could  be  a  legiti- 
mate entering  into  an  arrangement  for  that  purpose,  the  guarantor 
would  have  to  have  an  intelligent  idea  of  the  limit  of  his  guaranty. 
There  you  come  back  to  the  question  of  necessity  for  valuation  be- 
fore that  can  be  legitimately  determined.  If  a  blanket  guarantee  is 
entered  into,  there  is,  of  necessity,  carried  with  it  the  right  to  super- 
vise not  only  liability  issues — in  other  words,  the  issue  of  stock — but 
supervision  of  expenditure ;  and,  that  carries  with  it  supervision  of 
operation,  to  determine  whether  or  not  operation  is  on  both  an  effi- 
cient and  an  economical  basis.  Consequently,  even  if  a  proposition 
of  this  character  were  to  be  considered  by  the  Congress,  it  seems  to 
me  that  those  things  that  I  have  mentioned  must,  of  necessity,  be 
considered  in  connection  therewith,  and  proper  arrangements  made 
for  the  determination  of  those  questions,  before  it  could  be  legiti- 
mately done — if  it  could  be  legitimately  done  at  all. 

What  reason  is  there  why  the  Government  of  the  United  States 
should  guarantee  returns  on  an  investment  in  railways  when  it  does 
not  undertake  to  guarantee  an  investment  in  a  farming  enterprise? 

Senator  Underwood.  Mr.  Garretson,  so  far  as  my  own  mind  is  con- 
cerned— and  I  think  probably  a  good  many  members  of  the  committee 
have  the  same  viewpoint — I  do  not  think  anybody  is  looking  to  the 
question  of  the  Government,  as  a  Government,  guaranteeing  the  re- 
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turns  of  the  railroads;  but  the  real  issue,  as  I  see  it — and  I  want  to 
get  your  view  on  it,  and  I  would  like  to  hear  it  from  the  standpoint 
of  my  mind's  direction — is  not  so  much  a  guaranty  as  it  is  a  question, 
assuming  that  we  do  not  go  to  Government  ownership — of  course,  if 
we  go  to  Government  ownership,  then  it  is  all  in  the  hands  of  the 
Government 

Ml".  Gaeretson  (interposing).  The  smaller  questions  are  all  ab- 
sorbed in  the  greater. 

Senator  Underwood.  Yes ;  and  it  is  then  just  a  question  of  Govern- 
ment operation  all  along  the  line ;  but  assuming  that  you  do  not  go  in 
that  direction  and  that  you  continue,  in  a  way,  the  present  private 
ownership  of  the  roads,  then  the  question  is  as  to  whether  Congress 
should  continue  the  present  system  of  each  carrier  initiating  his  own 
rates,  and  the  control  of  that  system  by  way  of  appeal  to  the  Inter- 
state Commerce  Commission  as  to  whether  each  particular  rate  is 
reasonable  and  just;  or  whether  it  is  better  to  adopt  a  system  of  hav- 
ing the  Government  declare  a  budget  for  each  railroad;  that  is,  to 
say  that  each  railroad  shall  have  the  right  to  earn  out  of  its  traffic  a 
-certain  return  for  the  operation  of  the  road  and  the  interest  or  its 
legitimate  securities,  instead  of  taking  the  matter  in  detail;  saying 
that  each  particular  road  has  got  the  right  to  raise  a  budget  of  a  cer- 
tain amount  of  its  freight  rates. 

It  seems  to  me  that  is  the  real  issue.  Of  course,  that  is  a  guaranty, 
in  a  way,  because  if  you  fix  the  law  to  say  that  a  man  can  collect  out  of 
his  property  a  certain  amount  of  money,  you  are  guaranteeing  him 
that  amount ;  but  it  is  not  a  guaranty  in  the  sense  of  the  Government 
and  the  whole  people  of  the  Uniteds  States  paying  it. 

Mr.  Garretsox.  If  an  enactment  of  that  character  is  made,  by 
whatever  name  you  call  it,  the  result  is  the  same. 

Senator  Underwood.  It  is  a  guaranty. 

Mr.  Garretson.  In  that  it  takes  the  speculative  nature  of  the  enter- 
prise out  of  it,  and  establishes — well,  to  use  a  slang  phrase  that  is 
expressive,  "  heads  I  win,  tails  you  lose."  In  other  words,  it  leaves 
the  corporations  subject  to  that  guaranty  free  to  win  an}'  amount  of 
profit,  but  makes  the  Government  a  guaranteeing  partner  in  the 
losses.    That  would  be  the  result  of  it,  by  whatever  name  it  is  called. 

Senator  Underwood.  I  do  not  mean  the  proposition,  when  you 
establish  a  budget,  of  saying,  "  You  can  earn  so  much,  and  as  much 
more  as  you  want  to,"  but  when  a  budget  is  established  there  will  be 
a  limitation  on  both  ends  of  the  budget. 

Mr.  Garretson.  If  there  is  no  limitation  on  profit,  and  there  is  an 
absolute  limitation  on  losses,  it  is  not  a  speculative  enterprise  any 
more;  it  is  a  sure  thing. 

Senator  Underwood,  That  is  the  real  question  that  my  mind  is 
directed  to. 

Mr.  Garretson.  When  you  take  into  consideration,  Senator,  the 
number  of  railway  corporations  that  are  in  existence,  any  tribunal 
that  attempted  to  pass  on  them  in  the  individual  sense  would  have 
unfinished  business  on  the  Judgment  Day.  Here  are  3,000  railroad 
corporations,  in  one  form  or  another,  and  this  is  what  I  referred  to 
largely  yesterday — the  impossibility  of  individual  legislation  in  re- 
gard to  those  properties,  on  account  of  their  vast  number.  My  own 
belief  is  absolutely  that  it  can  never  be  successfully  disposed  of  until 
every  mile  of  railway  on  the  continent  is  under  not  only  the  regula- 
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tion  but  control  and  operation  of  the  Government.  I  can  not  see  any 
other  method  by  which  the  conditions  that  obtain  in  our  rate  making 
can  be  equalized,  except  by  the  same  power  being  able  to  avail  itself 
of  the  surplus  created  on  the  easily  operated  property  or  the  cheaply 
operated  property — the  one  that  has  natural  advantages ;  and  natural 
advantages  can  not  be  altogether  overcome— to  be  able  to  avail  itself 
of  the  surplus  growing  out  of  operation  at  a  given  rate,  to  meet  def- 
icits on  those  lines  that  are  less  favorably  situated.  In  other  words, 
a  great  common  fund  contributed  to  by  every  road  that  can  operate 
at  or  above  the  line  of  operating  cost,  to  perfect  the  financial  accounts 
of  those  lines  which,  of  necessity,  at  that  rate  operate  at  a  slight  or 
great  loss,  as  the  case  may  be. 

Senator  Underwood.  I  think  you  are  correct  about  that.  You  can 
not  establish  a  uniform  rate  throughout  the  United  States  for  every 
road  and  not  pay  some  roads  an  enormous  amount  of  profit  or  fix  it 
at  a  rate  wdiere  some  roads  are  going  to  lose  unless  you  have  a  recip- 
rocating fund. 

Mr.  GrARRETsoN.  The  condition  is  best  described  by  an  attitude  that 
is  stated  to  have  been  the  case  in  the  old  pooling  days,  before  the 
war's  regulation.  It  is  a  proverb  in  railway  circles  that  a  certain 
railway,  wdien  it  went  into  conference  for  the  purpose  of  fixing  rates, 
never  participated  to  any  considerable  degree  in  the  conference  at  all. 
Their  representatives  simply  said  to  the  others,  "  Fix  a  rate  that  you 
can  live  on,  and  we  will  make  mone.y."  Now,  that  was  where  every 
operating  condition  was  in  favor  of  that  property  in  that  competitive 
territory:  and  where  the  others  could  break  even  there  was  a  hand- 
some profit  for  that  property  at  that  rate.  And  while  the  power  to 
fix  rates  has  departed  from  the  companies,  the  actual  condition  upon 
which  that  statement  was  founded  will  remain  as  long  as  there  are 
railways,  for  topographic  conditions,  just  for  one  citation,  can  not  be 
altogether  overcome;  they  can  be  modified,  minimized;  but  the  fact 
remains  that  if  one  railway  must  climb  to  a  high  altitude  and  then 
come  down,  and  another  one  has  a  location  that  enables  it  to  operate 
on  the  level,  they  will  never  be  on  a  parity  of  operating  cost.  More- 
over, the  most  serious  thing  in  this  question  of  guaranteeing  rates 
seems  to  me  to  lie  in  this :  You  will  remember  in  the  discussion  yes- 
terday, in  some  questions  that  you  asked,  you  went  back  to  the  under- 
lying purpose  in  the  enactment  of  laws  that  created  the  regulatory 
power  and  the  object  that  was  in  view.  That  was  invariably  the  pro- 
tection of  the  public  against  the  abuses  to  which  it  was  believed  the 
public  had  been  subjected.  A  guarantee  in  any  form  absolutely  re- 
verses the  whole  theory  of  that,  and,  instead  of  protecting  the  public 
against  the  abuses  that  existed  at  that  time  or  that  have  continued  to 
exist  or  that  may  arise,  the  guarantee  is  a  demand  that,  at  the  public 
expense,  investment  shall  be  protected. 

Senator  Underwood.  Now,  let  us  see  if  that  is  so. 

Mr.  Garretson.  Go  to  it. 

Senator  Underwood.  Let  us  look  at  the  logic  of  that. 

Mr.  Garretson.  Yes. 

Senator  Underwood.  I  suppose  we  can  agree  on  this  assumption: 
That  the  first  and  primary  object  of  a  transportation  company  is  to 
serve  the  public.  That  is  what  its  charter  was  granted  for — to 
move  the  freight  of  the  Nation  ? 

Mr.  Garretson.  No;  we  can  not  agree  on  that,  Senator. 
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Senator  Underwood.  Well,  I  mean  to  move  the  freight  and  pas- 
senger business  of  the  Nation ;  that  is  the  foremost  purpose  ? 

Mr.  Garretson.  That  is  the  announced  purpose;  yes. 

Senator  Underavood.  That  is  more  vital  to  the  Nation  than  any 
other  purpose? 

Mr.  Garretsox.  It  is,  to  the  Nation. 

Senator  Underwood.  Well,  I  am  speaking  of  it  from  the  national 
standpoint. 

Mr.  Garretson.  Oh,  yes:  from  the  public  standpoint,  I  will  agree 
with  you. 

Senator  Underwood.  That  is  what  I  am  speaking  of;  and,  of 
course,  we  are  treating  this  question  here  at  this  table  from  the 
public  standpoint  primarily,  and  the  others  are  incidental.  Now,. 
if  that  is  the  case,  that  from  the  public  standpoint  the  primary  prop- 
osition in  the  operation  of  these  lines  is  to  serve  the  public  in  the 
movement  of  their  freight  and  passenger  traffic,  and  we  step  in  and 
regulate  the  amount  of  the  compensation  for  that  passenger  and 
freight  service,  we  have  got  to  fix  that  rate  or  set  of  rates  on  a  basis 
where  the  railroad  can  pay  for  its  operation,  and  a  reasonable  re- 
turn on  the  money  used  in  that  operation,  or  the  railroad  can  not  run. 
and  we  scrap  the  system.  Now,  that  was  the  condition  in  the  be- 
ginning. In  looking  at  it  from  the  standpoint  of  the  public,  if  the 
Congress  in  enacting  legislation  merely  says  that  each  operating  line 
in  the  United  States  shall  have  sufficient  money  to  properly  operate 
the  road — which,  of  course,  includes  reasonable  improvements  and 
betterments  and  reasonable  repairs,  besides  actual  operating  ex- 
penses— and  a  reasonable  return  on  the  mone^'  used  in  that  system, 
why  is  not  the  public  interested  in  that  just  as  nnich  as  the  security 
holders  ? 

Mr.  Garretson.  In  my  opinion,  they  are  just  as  nuich  interested ; 
but  it  is  also,  in  my  opinion,  utterly  inconsistent  to  follow  that 
course,  for  this  reason:  If  the  railways,  supposed  to  be  operated 
for  the  public  interest  as  the  primary  object — which  is  naturally  in 
line  Avith  the  public  d;^mand — have  the  speculative  character  taken 
out  of  the  enterprise,  then  any  otlier  man  who  can  set  up  a  claim 
that  he  is  serving  a  public  interest  is  equally  entitled  to  the  same 
guaranty  of  a  return  on  any  money  that  he  may  invest ;  and  you  will 
kill  efficient  operation  whenever  you  establish  that  condition;  you 
kill  comi:)etition  wholl}^  Senator. 

Senator  Underwood.  I  agree  with  you  wholly  on  that  proposition 
if  you  take  anything  but  a  public-service  corporation.  When  you 
come  to  a  public-service  corporation  I  think  that  modern  thought 
and  modern  movement  of  thought  is  toward  regulating  public-service 
corporations,  rather  than  to  encourage  competition;  that  is,  it  is 
economy  to  do  so.  It  is  better  to  have  one  telephone  line  properly 
regulated  than  two  telephone  lines  competing? 

Mr.  Garretson.  In  many  cases  that  is  true. 

Senator  Underwood.  Then,  therefore,  when  you  come  to  a  public- 
service  corporation,  you  take  this  problem  out  of  the  category  of 
industrial  enterprises  and  other  enterprises,  where  you  and  I  agi-ee 
perfectly  that  competition  and  freedom  of  action  is  best  for  the 
public  and  best  for  the  individual ;  but  in  this  case  we  have  already 
gone  in;  the  Government  has  taken  control  of  this  public  service 
and  the  corporations  engaged  in  it,  to  a  limited  extent,  and  has  said, 
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'•  You  can  earn  so  mucli  on  a  freight  rate,  and  no  more."  Now,  the 
only  question  is  as  to  whether  we  shall  make  a  budget  of  those  rates 
or  whether  we  shall  handle  them  in  detail.  That  is  the  thing  that 
addresses  itself  to  my  mind.  Now,  so  far  as  the  security  is  con- 
cerned— and  I  am  asking  these  questions  because  I  want  you  to  give 
me  your  viewpoint — my  mind  has  not  reached  a  verdict  yet;  it  may 
have  reached  some  conclusions,  but  I  have  not  reached  the  verdict, 
and,  therefore,  I  am  still  open  to  conviction 

Mr.  Garretson  (interposing).  It  is  a  Scotch  verdict  yet;  not 
proven  ? 

Senator  Underwood.  Yes ;  that  is  right.  Now,  you  advocate  Gov- 
ernment owmership.  I  take  it,  of  course,  that  you  mean  by  "  Gov- 
ernment ownership "  that  the  Government  shall  take  over  these 
properties  and  pay  for  them  what  is  reasonable  and  right.  There- 
fore, so  far  as  the  ultimate  balance  of  the  ledger  is  concerned,  the 
security  holder,  according  to  your  plan,  although  he  may  not  have 
any  more  control  in  the  railroad,  is  either  going  to  be  paid  in  Gov- 
ernment dollars  for  his  property  or  he  is  gong  to  get  Government  se- 
curities, with  a  fixed  return  on  them,  in  payment  for  it;  and,  in  that 
Avay,  his  returns  on  his  investment  are  going  to  be  guaranteed  by 
the  Government  the  minute  we  buy  them  and  i)ay  for  them. 

Mr.  Garretson.  They  are.  beyond  a  shadow  of  doubt. 

Senator  Underwood.  Therefore.  I  do  not  see  the  distinction  be- 
tween that  and  the  other  method,  so  far  as  the  security  holder  is 
concerned.  You  are  going  to  guarantee  his  return  in  whichever 
way  you  go. 

Mr.  Garretson.  When  we  pay  the  Government  dollars  out  to  him, 
there  is  the  line  of  cleavage  as  between  his  participation  in  a  specu- 
lative enterprise,  in  which  he  was  formerly  engaged,  and  an  enter- 
prise in  which  the  return  is  assured.  His  interest  is  speculative 
up  to  the  date  of  purchase,  in  the  absence  of  a  guarantee,  and  he 
accepts,  in  lieu  of  that  speculative  interest,  a  guaranteed  return  to 
him  of  what  is  possibly  a  less  amount,  but  without  any  speculative 
value  attached  to  it.  In  other  words,  he  accepts  a  modified  cer- 
tainty for  a  ])OSsibly  greater  gain.  He  sells  the  speculative  nature 
of  his  enterprise  for  a  lower  fixed  return  than  he  probably  hoped 
to  receive  from  the  former  investment. 

Senator  Underwood.  It  seems  to  me  that  means  the  same  condition 
under  the  proposition  of  fixing  a  budget.  If  you  fix  a  budget  on  the 
reasonable  value  of  the  investment  that  he  has  made — I  do  not  mean 
the  issuance  of  stock,  but  the  money  used,  and  Avhich  he  has  in- 
vested— and  say  that  he  is  entitled  to  earn,  let  us  say,  6  per  cent  on 
what  is  declared  to  be  the  reasonable  value  of  that  property,  that 
property  ceases  to  be  of  any  more  value  than  6  per  cent  will  make  it 
of  value? 

Mr.  Garretson.  That  would  be  true  if  the  limitation  were  put  on 
that  it  could  not  exceed  G  per  cent  and  that  he  must  relinquish  the 
entire  fund  above  that.  Tl^ere  you  are  coming  again  into  the  realm 
of  speculation  as  to  whether  or  not  that  limit  would  accompany  it. 

Senator  Underwood.  But  I  am  assuming  that  the  limit  would  ac- 
company it.  Now,  of  course,  as  one  of  the  details  of  the  proposition, 
you  put  a  limit  of  6  per  cent  on  it :  and  it  might  be  the  part  of  wisdom 
to  give  the  carrier  a  percentage  of  all  that  is  earned  above  that  in  or- 
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der  to  induce  him  to  give  better  service;  but,  for  the  purposes  of  this 
argument,  I  scrap  that  part  of  it. 

Mr.  Garretson,  That  is  only  a  detail  of  the  idea. 

Senator  Underwood.  Yes ;  that  is  only  a  detail  of  it.  The  idea  is 
that  you  declare  to  each  carrier  that  he  is  entitled  to  earn  a  certain 
amount  on  the  value  of  his  property  in  addition  to  the  operating  ex- 
penses. 

Mr.  Garretson.  I  will  phrase  that  a  little  different,  I  think.  Sena- 
tor, and  perhaps  it  will  convey  your  idea  a  little  better.  He  is  en- 
titled to  earn  not  less  than 

Senator  Underwood  (interposing).  And  not  more  than,  too. 

Mr.  Garretson.  If  you  put  that  proviso  in,  that  would  rob  what  is, 
to  me,  an  utterly  undesirable  plan,  of  only  one  objection — the  top 
limit.  That  is  onlj^  one  of  many  objections  to  it.  I  am  at  variance 
with  the  whole  idea  of  the  public  guaranteeing  the  returns  on  a  pri- 
vate enterprise. 

Senator  Underwood.  Well,  you  might  put  it  another  way,  and  say 
it  is  a  public  limitation  of  return  ?  * 

Mr.  Garretson.  A  public  limitation?  We  have  placed  many  lim- 
itations— speaking  now  in  the  public  sense — but  whenever  you  estab- 
lish the  certainty  of  return,  without  taking  absolute  control  of 
operating  efficiency,  in  my  opinion,  it  is  a  fatal  mistake,  and  will 
bring  operation  to  the  basis  of  a  triumph  of  mediocrity. 

Senator  Underwood.  Well,  of  course,  when  you  come  to  operation 
1  realize  that  the  possibility  of  making  money  is  a  very  good  in- 
centive for  good  operation;  but  operation,  in  the  last  analysis,  is 
dependent  on  the  appointing  power  ? 

Mr.  Garretson.  On  what? 

Senator  Underwood.  On  the  appointing  power.  It  does  not  make 
any  difference  whether  the  President  of  the  United  States  appoints 
the  management  of  the  railroads  or  whether  a  director  general 
appoints  them,  or  whether  a  board  of  directors  appoints  them, 
made  up  from  certain  individuals  by  the  corporations  or 
by  certain  individuals  from  among  the  body  of  men;  in  the  last 
analysis  it  depends  on  the  gray  matter  under  the  caps  of  the  men 
who  are  the  appointing  power  whether  you  are  going  to  have  efficiency 
or  not? 

Mr.  Garretson.  That  is  a  dual — well,  I  am  giving  "  dual ''  a 
mightly  wide  application  there;  but  I  will  say  to  you  that  it  goes 
further  than  that;  it  takes  gray  matter  under  the  hats  of  the  team 
that  is  going  to  carry  it  into  effect. 

Senator  Underwood.  But  the  appointing  power  selects  the  team? 

Mr.  Garretson.  No;  it  does  not  select  the  team,  for  I  am  using  the 
word  "  team  "  from  top  to  bottom.  It  takes  not  only  brains,  but 
desire  to  accomplish  the  result — the  honest  ambition  that  brings 
the  best  result  from  the  material  at  hand.  That  was  all  involved 
in  the  statement  made  by  Mr.  Plumb  the  other  day — and  bear  in 
mind  that  this  is  one  of  those  statements  that  is  purely  personal  on 
my  part — that  no  matter  what  the  tools  be,  unless  they  are  well  used 
success  in  operation  or  in  any  pursuit  will  not  come.  The  tools  may 
be  of  the  best,  but  they  have  got  to  be  well  handled.  That  bears  out 
your  statement. 

Senator  Underwood.  Undoubtedly. 
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Mr.  Garretson.  If  tlie  intelligent  units  below  be  not  utilized  in 
unison  with  the  directing  power  above,  they  can  nullify  all  the  ability 
that  can  be  provided. 

Senator  Underwood.  Undoubtedly;  but  if  the  appointing  power 
has  not  the  gray  matter — the  ability  to  select  the  units  below — you 
will  never  have  efficiency, 

Mr.  Garretson.  There  is  where  lies  our  objection  to  the  idea  of 
creating  a  governmental  department,  headed  by  a  Cabinet  officer, 
because  we  want  to  carry  it  into  the  realms  of  operating  men  who 
have  the  absolute  measure  of  each  other. 

Senator  Underavood.  Well,  I  am  not  diifering  with  you  on  that 
proposition. 

Mr.  Garretson.  Now%  in  regard  to  the  five-year  extension,  we  have 
held — and  I  use  the  word  "  we  "  now  in  the  sense  of  the  men  who 
represent  these  organizations — varying  opinions  in  regard  to  the 
desirability  of  an  extension  of  the  period,  and  i  suppose  that  among 
the  14  men  on  whose  behalf  I  am  speaking  you  could  find  all 
shades  of  opinion  as  to  the  period,  from  almost  immediate  return — 
to  again  quote  the  director  general — "  in  an  orderly  way,"  to  the 
limit  of  the  five-year  period  or  even  beyond  that ;  and  that  diversity 
of  opinion  will  possibly  be  largely  attributable  to  the  angle  from 
which  the  individual  man  approaches  the  idea. 

Now,  to  my  mind,  there  are  things  in  favor  of  that  period  and  there 
are  things  that  are  against  it.  For  instance,  if,  as  one  of  the  mem- 
bers of  the  committee  drew  attention  to  the  other  day,  the  enactment 
of  the  extension  of  time  would  simply  result  in  deferring  arrival  at 
a  conclusion  it  would  be  a  calamity.  On  the  other  hand,  if  that 
period  were  utilized  in  study  and  the  laying  out  of  a  definite  plan  of 
action,  then  it  would  seem  to  be  desirable ;  but  from  my  own  stand- 
point it  seems  that  this  is  the  real  question  that  confronts  the  Con- 
gress ;  that  at  the  earliest  possible  moment  what  is  to  be  the  policy  of 
the  country  should  be  definitely  described  and  laid  down;  that  is, 
whether  it  is  to  be  a  return  to  private  control  or  whether  it  is  to  be 
a  continuance  of  Government  administration  applied  to  all  roads. 
It  can  only  be  justified  on  the  ground  of  a  war  measure  that  a  part 
of  the  roads  were  taken  over  and  certain  other  roads  not  taken.  If 
it  is  the  desirable  method  of  operation  it  is  important  that  it  should 
be  applied  to  all.  If  it  is  not  the  desirable  method  of  operation 
it  should  not  embrace  any.  The  consequence  of  that  is  that  if  the 
policy  is  once  declared  the  question  of  whether  it  is  desirable  to 
extend  the  time  or  not  becomes  a  purely  secondary  one ;  and  all  you 
need  then  is  the  period  in  which  to  work  out  the  machinery  that 
will  make  the  plan  that  is  decided  upon  effective.  If  it  is  to  be 
private  control  the  machinery  is  in  existence,  and  could  be  refurbished 
and  oiled  up  and  put  in  working  order  in  a  period  of  three  or  four 
months.  If  it  is  to  be  Government  control  then  the  entire  machinery 
for  making  it  effective  must  be  devised;  and  it  should,  of  necessity, 
have  the  best  and  earliest  attention  from  the  Congress  for  the  pur- 
pose of  devising  it. 

Now,  when  it  comes  to  talk  about  framing  bills  for  the  purpose ; 
when  it  is  once  decided,  then  the  task  of  framing  a  bill  that  will 
formulate  the  details  of  making  Government  ownership  effective  in 
all  its  branches  will  become  a  herculean  one.     There  is  no  doubt  of 
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that.  There  is  no  one  interest  that  can  frame  a  bill  that  will  meet  the 
principles  of  equity  in  dealing  with  all  the  interests  involved — and 
all  those  interests  are  entitled  to  their  "  day  in  court "  in  the  framing 
of  that  bill.  The  bill  which  is  finally  adopted  must,  of  necessity, 
be  a  composite  of  the  views  presented  by  all  the  parties  at  interest, 
and  must  embrace  within  it  the  elements  of  equity  as  applied  to  all. 
If  any  interest  approaches  it  from  the  standpoint  of  its  own  pri- 
vate inherent  right  regardless  of  the  inherent  rights  of  others,  the 
entire  thing  will  be  a  misfit.  Congress  has  got,  in  that  event,  to  act  as 
the  mediator  between  these  varied  interests  and  to  decide  what  por- 
tion of  relinquishment  there  must  be  on  the  part  of  all,  to  bring 
about  a  scheme  that  is  fair,  not  only  to  the  property  interests  and 
the  labor  interest  but  to  the  public  interest,  because  that  is  the  very 
acme  of  desire.  It  is  not  desirable  that  there  should  be  any  return 
of  these  properties  until  it  is  absolutely  decided  as  to  what  the  future 
course  of  the  Government  is  to  be.  No  matter  how  well  the  machin- 
ery lying  dormant  may  be  suited  for  the  taking  back  of  the  proper- 
ties there  will  be  the  same  chaotic  condition,  for  a  time,  as  followed 
the  taking  over  of  the  properties  when  the}'  were  taken  over  by  the 
Government.  Things  will  not  be  running  smoothly  for  a  period, 
and  the  public  will  suffer  during  that  period  of  readjustment. 

Now,  valuation  has  Ijeen  touched  on,  in  connection  with  some  of 
the  other  questions;  but  this  fact  remains  in  regard  to  valuation: 
Whether  it  be  determined  that  the  properties  shall  be  returned  to 
their  present  owners,  or  whether  it  be  determined  that  they  shall  be 
operated  by  the  Government,  th.e  question  of  valuation  is  of  exa;  tly 
the  same  imp(  rtan(  e.  because  all  of  the  questions  that  arise  in  regard 
to  Government  regulations  or  Government  control  and  operation 
are,  of  necessity,  based  on  what  constitutes  the  real  vahiatioa  of  the 
property.  You  can  not  make  reasonable  rate  regulation  until  you 
know  the  capital  upon  which  your  return  must  be  provided;  and  that 
can  only  be  determined  by  valuation.  If  it  comes  to  a  question  of 
purchase,  the  ])urchase-price  can  not  be  determined  until  a  conclusion 
has  been  arrived  at  as  to  what  is  the  value  of  the  thing  to  be  pur- 
chased; and,  therefore,  valuation  becomes  an  absolute  necessity.  In 
pursuance  of  the  idea  advanced  by  the  Senator  from  Alabama,  that 
there  might  possibly  be  a  budget  provided  for  each  individual  road, 
the  amount  of  that  budget  and  the  rate  which  would  give  it  origin 
can  only  be  determined  upon  an  intelligent  knowledge  of  the  capitali- 
zation upon  which  such  a  return  must  be  based.  Therefore,  whatever 
course  is  folloAved.  valuation  becomes  an  exact  and  absolute  necessity, 
from  every  angle  except  the  angle  of  the  man  who  wants  to  sell,  to 
use  another  vernacular,  a  ''  pig  in  a  poke.''  It  is  worthy  of  a 
moment's  consideration,  what  the  tendency  is  in  railway  operation — 
railway  oAvnership. 

Senator  Pomerexe.  May  I  ask  you  just  one  question  in  connection 
with  that?    You  are  discussing  the  question  of  valuation? 
Mr.  Garretson.  Yes. 

Senator  Pomerene.  I  want  to  see  if  I  understand  your  position 
clearly.  Do  you  mean  that  after  that  is  determined,  there  shall  be  a 
fixed  amount,  or  do  you  mean  that  it  may  be  an  increasing  or  de- 
creasing amount,  de])ending  upon  conditions  in  a  certain  section  of 
the  (ountrv — that  it  may  he 
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Mr.  Garretson.  It  miolit  be  either  decreasing  or  increasing,  Sena- 
tor, in  this:  It  Avould  deterniine  the  amount  of  money — assuming  one 
form  of  vahiation  that  is  under  consideration  by  the  power  now 
delegated  for  that  purpose — that  commission  determines  what  the 
actual  amount  of  investment  has  been  in  the  property ;  and  that 
would  furnish  the  basis  upon  vv^hich  present  rate  returns  would  be 
founded,  as  far  as  that  property  was  concerned. 

Senator  Pomerene,  AVhat  I  am  trying  especially  to  find  out  is 
whether  you  are  taking  account  of  this  so-called  "unearned  incre- 
ment "  ? ' 

Mr.  Garretson.  I  am  not. 

Senator  Pomerexe.  That  is  what  I  wanted  to  make  clear. 

Mr.  Garretson.  Naturally,  investment  is  my  own  standard  for 
valuation.  Bear  in  mind  that  I  am  not  unmindful  that  many  other 
opinions  are  held:  but  my  own  personal  attitude  toward  it  is  that 
they  are  only  entitled  to  a  return  upon  that  which  has  absolutely 
been  put  into  the  property.  I  am  not  in  accord  with  the  idea  that 
they  are  entitled  to  returns  upon  j^aper.  but  upon  money. 

Senator  Kellogg.  Let  me  ask  you  right  there  about  that  valua- 
tion. 

Mr.  Garretson.  Yes. 

Senator  Kellogg.  You  say  they  are  only  entitled  to  a  return  upon 
Avliat  has  actually  been  put  into  the  property.  Undoubtedly,  that  is 
true.  But  how  are  going  to  determine  just  what  money  has  been 
invested  in  every  railroad  in  the  United  States?  In  many  of  them 
the  records  are  lost ;  the  properties  have  been  reorganized ;  the  stock 
has  been  cut  down  and  perhaps  squeezed  out  entirely,  or  perhaps  in- 
creased; and  there  is  no  possible  way  of  determining  just  how  much 
money  has  been  put  into  the  property.  Furthermore,  no  one  could 
tell  how  many  j^ears  the  property  went  without  earning  anything,  or 
how  many  years  it  earned  too  much.  So,  I  do  not  see,  if  we  are  going 
into  the  matter  to  determine  just  how  much  money  was  invested  in 
every  property  in  the  United  States,  how  it  would  be  possible  to 
do  it. 

Mr.  Garretson.  I  am  perfectly  free  to  admit  that  all  those  dif- 
ficulties exist.  Records  have  vanished ;  there  is  not  any  doubt  of  it. 
They  vanished  over  night  in  many  cases. 

Senator  Kellogg.  But  some  of  those  roads  started  50  years  ago. 

Mr.  Garretson.  That  is  true.  There  has  been  the  destruction  of 
records  in  the  ordinary  way ;  but  there  have  undoubtedly  been  cases 
Avhere  they  have  disappeared  because  they  would  prove  too  much. 
Now,  that  charge  is  not  made  in  any  sense  universally.  I  am  making 
it  in  the  sense  that  it  has  been  done. 

Senator  Kellogg.  Let  me  ask  you  another  question:  Fifty  years 
or  forty  years  ago  in  the  West,  of  course,  the  common  way  of  build- 
ing a  railroad  was  to  vote  so  many  bonds  and  so  much  stock  and  to 
give  them  to  a  contractor  to  build  the  road. 

Mr.  Garretson.  Surely.    I  was  there  when  they  did  it. 

Senator  Kellogg.  The  railroad  authorities  themselves  practically 
kept  no  record  of  what  the  thing  cost. 

Mr.  Garretson.  No. 

Senator  Kellogg.  The  contractor  probably  did,  if  he  ever  kept 
any  books  at  all ;  but,  of  course,  that  has  not  been  the  process  in  the 
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last  20  years,  although  it  was  to  a  great  extent  the  case  when  I 
went  west. 

Mr.  Garretson.  Yes. 

Senator  Kellogg.  So  is  not  the  process  which  the  Interstate  Com- 
merce Commission  is  now  using  to  determine  the  value  of  the  roads 
in  the  -United  States  really  the  most  practical  ? 

Mr.  Garretson.  Senator,  are  they  not  determining  it  in  two  ways 
at  the  present  time  ?    I  mean,  keeping  two  sets  of  data  ? 

Senator  Kellogg.  Oh,  unquestionably. 

Mr.  Garretson.  One  where  they  are  able  to  determine  the  actual 
investment,  and  the  other  the  replacement  cost? 

Senator  Kellogg.  Oh,  undoubtedly.  I  do  not  say  that  they  should 
not  use  the  actual  investment  where  they  can  determine  it. 

Mr.  Garretson.  It  is  a  stupendous  job  to  determine  it  where  those 
records  have  vanished ;  but  all  that  you  say  in  regard  to  the  old 
practice  in  the  building  especially  of  the  western  roads  is  true.  I 
grew  up  in  the  center  of  activit3es  of  that  kind,  when  the  so-called 
transcontinental  roads  were  going  west  of  the  Mississippi,  and  I  am 
perfectly  familiar  with  that  phase  of  it,  and  with  the  character  of 
the  people  who  were  originally  connected  with  the  enterprises;  but 
there  is  no  question  but  what  figures  are  easily  available  to  establish 
the  cost  of  the  bulk  of  the  construction  performances  at  that  period. 

Senator  La  Follette.  Even  if  the  records  have  been  destroyed. 

Mr.  Garretson.  Yes;  even  if  the  records  have  been  destroyed. 

Senator  La  Follette.  Or  disappeared. 

Mr.  Garretson.  Estimates  are  a  eonimon  thing  at  this  stage  of 
the  world,  and  they  can  be  made  in  those  instances,  wherever  in  the 
orderly  conduct  of  business  records  of  that  chai-acter  have  dis- 
appeared, for  comparatively  recent  occurrences. 

Senator  Kellogg.  Let  me  ask  you  another  question  right  there, 
ori  valuation,  just  to  get  your  view:  Suppose  a  road  has  been  built 
in  the  West  when  the  country  was  new,  and  a  million  dv'>llars  actually 
invested  in  it,  and  that  could  be  determined ;  and  while  the  country 
was  building  up,  for  a  period  of  10  or  la  years,  it  had  no  income 
at  all;  would  you  add  interest  at  a  fair  rate  of  return,  to  cover  that 
period,  on  the  money  actually  invested,  or  not? 

Mr.  Garretson.  I  certainly  would  not,  unless  it  was  absolutely 
demonstrated  that  the  stocks  were  now  held 

Senator  Kellogg  (interposing).  No;  but  I  am  supposing  that  you 
take  $1,000,000  as  the  value  of  the  property. 

Mr.  Garretson.  Yes. 

Senator  Kellogg.  And  do  not  pay  any  attention  to  the  stock  or 
the  bonds,  and  that  while  the  country  was  developing,  the  men  who 
put  that  million  dollars  into  it  got  nothing  for  their  money? 

Mr.  Garretson.  Yes. 

Senator  Kellogg.  And  then  came  along  the  good  years.  Now, 
when  we  want  to  determine  the  value  of  that  property,  for  the  pur- 
pose of  fixing  rates,  would  you  allow  them  any  interest  on  their 
money  to  represent  a  return  for  the  period  during  which  there  were 
no  earnings,  or  would  you  fix  it  at  $1,000,000? 

Mr.  Garretson.  As  an  abstract  proposition,  I  would  not ;  because 
that  interest  would  not  go  into  the  hands  of  the  men  who  missed 
the  interest,  nor  into  tlieir  estates.  The  ownership  has  changed 
hands.    How  many  of  the  original  promoters — and  T  am  now  taking 
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3'0ii  into  a  territory  where  you  are  familiar  Avith  it.  as  I  am  familiar 
with  conditions  in  that  same  territory — I  mean  both  of  us,  in  a  per- 
sonal sense — how  many  of  the  original  promoters  of  those  properties, 
who  invested  that  million  dollars — if  it  ever  was  invested — are  in 
any  way  connected  to-day  with  anj-^  of  those  properties,  or  how 
many  of  them  survive,  in  a  financial  sense,  their  connection  with 
such  ventures?  If  you  could  make  tlie  reimbursement  to  the  men 
who  had  missed  the  interest,  it  might  take  on  a  different  aspect; 
but  as  they  do  not  hold  it  to-day,  why  should  the  men  who  now  hold 
it  have  velvet  at  the  expense  of  the  public  ? 

Senator  Underwood.  Mr.  Garretson,  is  not  this  the  fact  in  refer- 
ence to  this  valuation.  I  do  not  think  there  can  be  any  dispute  as 
to  your  main  proposition  that  the  basis  of  return  should  be  fixed 
on  a  fair  and  reasonable  valuation ;  but  so  far  as  this  committee  and 
the  Congress  are  concerned,  is  there  any  way  for  us  to  go  further, 
having  in  mind  the  Constitution  of  the  United  States,  which  guar- 
antees that  a  man's  property  shall  not  be  taken  without  just  com- 
pensation  

Mr.  Garretson  (interposing).  Yes. 

Senator  Underwood  (continuing).  And  the  courts  having  to  de- 
termine what  is  "  just  compensation,"  because  they  have  held  that 
the  Congress  can  not  even  fix  the  basis  of  their  determination, 

Mr.  Garretson.  Yes, 

Senator  Underwood,  When  we  have  reached  the  point  of  saying 
that  no  matter  which  way  we  go — whether  we  take  it  for  Govern- 
ment ]3urposes  or  fix  it  for  a  reasonable  return — in  the  last  analysis, 
the  fact  as  to  valuation  has  got  to  be  fixed  by  the  court  and  not  by 
the  Congress? 

Mr.  Garretson.  That  is  possibl}^  true,  unless  it  is  fixed  by  the 
stock  market. 

Senator  Underwood,  I  mean,  when  j'ou  go  to  take  it,  the  stock 
market  can  not  determine  the  value  of  this  property? 

Mr,  Garretson,  But  it  has  demonstrated  by  its  quotations  what 
its  opinion  is  as  to  the  ability  of  the  properties  to  earn  a  return,  as 
reflected  by  uninfluenced  market  values. 

Senator  Underwood.  That  might  affect  the  congressional  mind  in 
reaching  its  decision. 

Mr.  Garretson.  It  might. 

Senator  Underwood.  But  that  is  not  what  I  am  talking  about.  I 
am  talking  about  the  real  question  that  confronts  us;  that  when  we 
say  that  these  properties  shall  be  paid  for  in  anj^  way  that  will 
get  at  a  fair  and  reasonable  value,  then  we  are  done? 

Mr.  Garretson.  I  think  it  is  very  possible  that  you  are,  and  the 
courts  might  have  to  determine  how  much  of  the  present  stock  issue 
really  represents  property:  that  is,  what  proportion  of  it. 

Senator  Underavood.  That  is  what  I  mean. 

Mr.  Garretson.  That  is  possibly  the  case. 

Senator  Underwood.  But  when  we  come  up  to  the  point  of  saying, 
whichever  way  we  go,  that  these  people  are  entitled  to  only  a  fair 
and  reasonable  return  or  value,  we  have  washed  our  hands  of  the 
proposition  ? 

Mr,  Garretson.  When  you  have  done  that,  Senator,  you  have 
'"  done  your  bit." 


1076        EXTENSION  OF  GOVERNMENT  CONTROL  OF  RAILROADS. 

Senator  Underwood.  And  the  other  questions  are  for  the  courts? 

Mr.  Garretson.  Man}^  of  them,  beyond  a  doubt,  are. 

Now,  on  this  question  of  the  tendency  toward  consolichition:  it  is 
rather  interesting  just  to  look  for  a  moment  at  the  course  that  has 
been  pursued  and  the  road  that  consolidation  has  traveled.  Take 
one  of  the  early  properties,  for  instance,  one  of  the  earliest  com- 
binations that  is  quoted  in  the  railroad  world,  of  two  small  prop- 
erties, in  order  to  attain  a  certain  purpose,  which  was  when  "  The 
Commodore "  made  his  first  combination  of  two  small  and  weak 
properties  and  established  a  through  line  between  New  York  and 
Albany. 

There  was  one  of  the  earliest  steps  looking  to  the  centralization 
of  control  and  the  combination  of  properties  for  efficient  service. 
Later  followed  the  acquisition  of  various  other  properties — the  con- 
trol of  the  Lake  Shore,  control  of  the  Michigan  Central,  control  of 
the  Big  Four,  control  of  the  Lake  Erie  &  Western,  control  of  the 
New  York,  West  Shore  &  Buffalo,  control  of  the  Nickel  Plate,  con- 
trol of  the  Lake  Erie,  Alliance  &  Wheeling,  and,  last,  the  Toledo  & 
Ohio  Central.  There  you  have  got  a  comprehensive  system,  which 
simply  shows  the  tendency  that  has  obtained  in  railway  and  financial 
circles,  evidencing  the  need  for  efficient  economical  operation  from 
the  standpoint  of  the  owners  themselves.  What  I  have  cited  as 
occurring  in  the  New  York  Central  system  has  been  reflected  in 
every  other  one  of  the  large  systems  of  the  country. 

Now,  supplementing  that,  comes  the  recommendation  of  the  di- 
rector general  that  the  companies  under  private  ownership  should, 
by  the  methods  which  he  believes  are  available,  be  compelled  to 
join  in — to  use  his  own  phraseology — "  6  or  12  regional  corpora- 
tions"; and,  running  through  his  idea,  is  that  they  shall  attach 
to  themselves  all  the  smaller  properties  that  have  been  excluded  from 
Government  control  and  operation. 

Now,  when  you  follow  up,  first,  the  tendency  of  the  railways 
themselves  to  consolidate;  second,  its  logical  fruit,  as  shown  in  the 
plan  of  the  director  general — and  it  can  not  be  denied  that  the  pres- 
ent director  general  has  an  accurate  corporate  knowledge  equal  to 
that  of  any  railway  official  on  the  continent — what  is  the  next  step? 
The  combining  of  every  one  of  the  railway  corporations  under  one 
control,  under  one  direction,  with  one  overhead.  It  is  the  logical 
sequence  to  the  tendency  of  the  last  50  years.  If  six  regional  com- 
panies are  good,  one  is  still  better;  and  I  say  to  you  that  an  enter- 
prise of  this  character  should  never  be  permitted  to  be  carried  on 
by  any  private  interest.  There  are  certain  functions  that  no  Govern- 
ment can  afford,  in  the  social  sense,  to  relegate  to  private  hands  to 
administer.  There  are  functions  that  are  legitimately  govermnental, 
because  there  are  certain  necessities  that  the  public  at  large  is  en- 
titled to  get  at  the  cost  price;  and  the  principle  of  profit  should 
never  be  alloAved  to  intervene  and  add  to  that  cost.  Varying  opinions 
are  held  as  to  how  far  that  should  go.  As  to  public  utilities,  I  hold 
that  it  is  absolutel}^  basic  and  a  common  necessity.  When  you  come 
to  contrast  the  conditions  of  cost  to  the  public  as  between  private 
and  Government  ownership,  what  do  you  come  against?  Here  is 
where  I  differed  from  Senator  Underwood  awhile  ago,  as  to  the  basic 
purpose  of  these  corporations.    The  basic  purpose  underlying  these, 


EXTENSION  OF  GOVERNMENT  CONTROL  OF  RAILROADS.       1077 

as  with  every  other  corporation,  is  to  make  a  profit  from  the  stand- 
point not  of  the  public  bnt  of  the  incorporators. 

Senator  U^■DEUwoop.  I  was  speaking  of  them  not  from  the  stand- 
point of  the  capital  invested  or  of  the  incorporators,  but  from  the 
standpoint  of  their  existing  as  a  public  utility — from  the  public 
standpoint. 

Mr.  Garretson.  There  you  have  it.  I  differentiated  between  the 
two.  I  am  not  arriving  at  that  conclusion  on  account  of  what  some- 
body has  told  me.  I  have  not  arrived  at  that  conclusion  because  this 
or  that  individual  expressed  such  an  opinion.  I  am  arriving  at  that 
conclusion  as  the  outcome  of  30  years'  experience  in  large  dealings 
with  those  corporations.  With  me  it  is  not  a  belief;  it  is  a  knowl- 
edge, because  I  have  found  it  evidenced  in  every  dealing  I  have  ever 
had  with  them.  And  I  am  not  saying  this  in  the  sense  of  criticism. 
It  is  the  human  attitude,  and  God  knows  I  have  found  railway  offi- 
cials were  just  as  essentially  human  as  the  gang  downstairs  that 
works  for  them.  I  am  intensely  human  in  some  ways  myself,  ana 
3^ou  can  gamble  your  life  that  I  recognize  humanness  when  I  see  it 
on  the  road  or  in  the  office.  There  is  the  underlying  purpose  in  that, 
and  in  all  other  corporations:  and  from  a  national  necessity  the  ques- 
tion of  profit  should  be  eliminated,  and  the  public  is  entitled  to  re- 
ceive those  things  that  are  a  necessity  at  the  actual  cost  of  them.  What 
does  private  handling  do  ?  Year  by  year  the  capital  account  grows, 
and  a  reasonable  return  on  the  capital,  so  asserted  to  be  invested, 
must  be  reflected  in  a  constantly  increasing  freight  rate. 

What  is  going  to  be  the  result  in  a  hundred  years  ?  That  is  what 
everyone  of  us  has  got  to  take  into  consideration.  That  is  a  question 
that  we  do  not  approach  from  the  standpoint  of  a  representative  ol 
labor  or  a  representative  of  capital  or  aCongressman,  but  from  the 
personal  standpoint.  What  is  going  to  be  the  result  of  it  ?  Further, 
when  you  take  into  consideration  the  rate  at  which  capital  can  be  se- 
cured by  a  private  interest,  as  compared  with  the  rate  at  which  it  can 
be  secured  by  the  Government,  the  difference  in  that  interest  rate 
alone  means  a  heavy  burden  on  the  public  as  a  whole,  for,  in  the 
final  analysis,  the' final  consumer  has  got  to  cari\v  the  load.  It  is  an 
aphorism,  for  instance,  as  Mr.  Asquith,  the  English  premier  cited, 
in  dealing  with  the  English  compensation  acts,  "  The  blood  of  the 
workman  is  a  part  o.f  the  price  of  the  finished  product;  and  the  fin- 
ished product  of  any  kind,  when  it  gets  down  to  the  consumer  of  it, 
bears  the  burden  of  all  the  charges  that  are  laid  upon  it."  The  con- 
sumer absorbs  the  total  cost,  and  he  has  nobody  else  to  pass  it  on  to. 

Now,  take  Government  ownership :  Bonds  are  sold  for  the  purpose 
of  securing  funds  to  buy  the  properties  at  the  valuation  that  may  be 
agreed  upon.  Return  on  the  stock  ceases  to  be  a  necessity,  in  the 
form  of  a  dividend.  The  money  to  pay  the  interest  on  those  bonds 
becomes  the  fixed  charge,  after  operating  expenses  and  maintenance 
are  provided  for.  There  is  no  charge  of  the  other  character  to  meet, 
except  that.  If  the  rate  is  fixed  at  a  certain  figure,  under  the  plan 
that  was  presented  here  by  Mr.  Plumb,  after  the  operating  charge 
has  been  met,  whatever  amount  is  left  goes  on  a  50-50  basis  into  the 
hands  of  the  Government  and  the  employees  of  all  classes — an  equal 
division.  There  you  have  the  incentive  for  efficiency.  Whether  the 
amount  is  large  or  small,  the  men  look  forward  to  it.    But  what  i 
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am  dealing  ^Yith  now  is  the  50  per  cent  that  goes  into  the  hands  of 
the  Government.  If  that  is  utilized  as  a  sinking  fund  for  the  retire- 
ment of  bonds,  what  will  take  place  in  a  hundred  years?  Under 
ordinary  circumstances,  the  bonds  will  have  been  retired.  There  is 
no  fixed  charge  on  the  property  and  the  public  gets  its  transporta- 
tion at  cost,  instead  of  staggering  under  the  burden  of  an  added 
capital  account,  with  a  reasonable  return  on  such  capital  account. 

Those  are  the  things  that  appeal  to  the  man  who  not  only  thinks 
in  a  certain  degree  beyond  his  immediate  interests,  but  for  the  inter- 
est of  those  who  must  follow  him. 

Senator  Underwood.  Now,  Mr.  Garretson,  let  me  ask  you  a  prac- 
tical question  there  for  my  information.  We  have  had  a  test  of 
Government  control,  likened  in  some  respects  to  Government  owner- 
ship. It  cost  more  to  operate  these  properties  under  that  control  than 
it  did  under  the  old  system.    Now,  why  did  that  occur? 

Mr.  Garretson.  Mr.  Senator,  j^ou  have  asked  a  question  there  that 
opens  the  whole  tendency  of  humanity,  and  it  is  a  big  one.  I  can 
best  answer  it  by  a  statement  that  I  made  to  the  former  Director 
General  of  Railways  within  four  days  after  he  had  taken  over  the 
control  of  the  properties.  He  had  summoned  some  of  us  down  here 
to  the  city  to  get  the  benefit  of  our  opinions  on  different  subjects, 
and  the  question  had  drifted  to  whether  or  not  such  operation  would 
be  successful.  My  own  expression  ran  along  these  lines,  and  it  will 
answer  that  question  of  yours  as  nearly  as  I  am  able  to  answer  it. 
I  said  to  him:  "  If  any  period  of  time  be  set  beyond  which  the  hori- 
zon is  clouded  and  unsettled  as  to  whether  the  properties  will  be  re- 
turned to  their  owners  or  whether  they  will  be  retained  permanently, 
there  will  never  be  an  honest  test  of  whether  Government  operation 
is  efficient  or  is  not."  Well,  naturally  he  wanted  to  know  my  rea- 
sons. I  said  to  him :  "  My  reasons  he  in  the  very  nature  of  man. 
You  take  the  hundred  thousand  officials,  for  instance,  of  all  classes 
who  are  operating  " — and  bear  in  mind  now  that  I  am  talking  from 
the  old  railway  experience,  for  I  have  been  in  the  ranks;  I  could  not 
be  where  I  am  if  I  had  not  been;  and  I  have  been  in  mighty  close 
personal  contact  with  the  rank  and  file,  as  well  as  with  the  official 
staff,  in  all  the  years  since — "  take  officials  of  all  classes  who  are  op- 
erating these  properties;  every  man  who  has  received  the  early  pro- 
motions and  who  has  climbed  on  up  the  official  ladder  has  looked  to 
the  dominating  influences  over  the  railways  for  his  preferment  and 
for  his  future.  And  a  more  absolute  loyalty  has  never  been  rendered 
than  has  been  rendered  by  railway  officialdom  to  the  powers  above  it, 
wherever  they  may  be  located,"  and  I  have  conducted  a  few  still 
hunts  occasionally  to  find  where  they  were  located,  and  I  have  a 
very  fair  idea  of  my  own  as  to  where  that  control  is.  And  I  said  to 
him:  "Until  those  men  have  been  absolutely  convinced  by  decisive 
action  that  their  future  lies  with  the  Government  instead  of  with 
Wall  Street  you  will  never  have  efficient  operation."  and  you  never 
will.  There  is  the  human  side  of  it.  Thoy  have  progressed  according 
to  the  standards  that  have  been  established  for  efficient  and  eco- 
nomical operation. 

It  was  not  necessary  for  any  collusion  to  make  (lovornnuMU  ojiera- 
tion  neither  suixn-efficient  nor  suporconomical.  You  are  all  familiar, 
in  a  degree,  with  wliat  is  best  described,  possibly,  as  "  passive  resist- 
anre."    Tlie  force  of  passive  resistance  is  not  what  a  uuin  does;  it  is 
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what  he  don't  do.  It  is  an  intangible  thing  that  you  can  not  put 
your  finger  on ;  and  it  has  been  existent  from  top  to  bottom,  and  there 
is  no  individual  responsible  for  it.  It  is  the  humanity  inside  of  men. 
You  can  always  convey  your  idea  by  an  illustration  better  than  you 
can  by  words.  The  donkey  driver  who  could  not  get  his  burro  to 
move  ahead,  devised  a  scheme  whereby  he  placed  a  pole  along  his 
back,  and  tied  a  head  of  cabbage  at  the  end  of  it,  just  a  little  farther 
than  the  donkey  could  reach;  and  the  donkey  made  full  time  in 
reaching  for  that  cabbage.  Now,  railway  officialdom  has  been  taught 
that  if  they  succeed  in  doing  certain  things,  the  cabbage  is  theirs, 
and  they  have  been  trying  to  get  a  bite  out  of  it  ever  since ;  and  that 
will  continue  as  long  as  the  private  interest  continues;  but  when- 
ever it  has  once  been  demonstrated  by  definite  action  that  the  future 
of  those  men  lies  not  with  the  old  financial  interests  that  dominated 
the  properties,  but  with  the  Government  of  the  United  States,  they 
will  give  just  as  good  and  honest  service  to  the  Government  as  they 
ever  gave  to  their  former  hopes. 

Senator  Underwood.  In  a  sentence,  then,  the  answer  to  my  ques- 
tion is  that  we  did  not  succeed  as  well  under  Government  control  as 
we  had  under  private  control,  because  the  Government  control  lacked 
teamwork  ? 

Mr.  Garretson.  That  is  exactly  what  it  did,  in  this  sense,  Senator. 
It  lacked  teamwork  in  the  fact  that  efficiency,  such  as  it  was,  was 
largely  secured  through  a  sacrifice  of  economy — such  efficiency  as  was 
demonstrated.  There  has  been  a  very  considerable  degree  of  efficiency 
in  man}'  directions. 

Senator  Eobinson.  May  I  ask  you  a  question  there,  Mr.  Garretson? 

Mr.  Garretson.  Certainly. 

Senator  Robinson.  Do  you  feel  that  the  circumstances  which  have 
existed  during  Government  control — the  abnormal  conditions  that 
have  prevailed,  the  unusual  and  extraordinary  demands  that  have 
been  made  upon  the  service,  the  competition  for  labor  that  has  ex- 
isted, growing  out  of  war  industries — have  constituted  a  fair  basis 
for  a  test  of  efficieu'y  and  cost? 

Mr.  Garretson.  The}^  have  absolutely  not.  It  lias  onl}-  demon- 
strated, to  the  practical  man  who  has  studied  it,  what  it  could  be 
made,  under  conditions  of  absolute  Government  ownership,  and  the 
holding  out  of  a  future  from  the  Government  instead  of  from  other 
interests.  That  is  my  own  absolute  personal  conclusion — and  I  linve 
paid  some  attention  to  it. 

Senator  Kellogg.  Have  you  examined  Government  ownership  in 
foreign  countries,  as  compared  with  private  ownership  in  those 
countries? 

Mr.  Garretson.  Only  in  a  cursory  way.  Senator,  for  this  reason: 
]  have  only  looked  into  the  general  features  of  it;  to  some  extent,  I 
have  verified  conclusions  that  have  been  reached  or  statements  that 
have  been  made — or  failed  to  verify  them — but  I  have  not  gone  into 
any  exhaustive  study  of  those  conditions.  I  have  probably  paid 
more  attention  to  the  Australasian  situation  than  to  any  other  phase 
of  the  problem,  because  they  have  been  under  conditions  where  they 
were  under  a  democratic  government,  which  was  not  the  case  any- 
where else,  except  for  what  was  formerly  a  limited  amount  of  proper- 
ties in  Canada.    Some  may  question  my  use  of  the  term  "  democratic  " 
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as  applied  to  Crown  lands;  but  my  experience  in  industrial  matters 
has  led  me  to  believe  that  they  can  give  us  caixb-  and  spades  in 
democracy  in  both  those  localities. 

Senator  Kellogg.  France  is  a  democracy. 

Mr.  Garretson.  Oh,  yes.  I  have  given  no  study  whatever  to  that. 
You  will  bear  in  mind  this — and  I  want  to  draw  your  attention  par- 
ticularly to  it — I  was  possibly  influenced  largely  in  the  study  of  local- 
ity by  the  sentiment  of  laboring  men  in  those  countries.  You  will 
bear  in  mind  that  the  whole  continental  labor  movement  is  purely 
socialistic,  and  has  been  for  years.  In  the  English  labor  movement 
and  the  English  dependencies,  and  in  America  the  socialistic  doctrine 
has  never  dominated  the  labor  movement  in  the  j^ears  gone  by.  To- 
day the  socialistic  element  is  absolutely  dominating  the  English  move- 
ment, and  it  will  grow  in  its  dependencies.  It  may  readily  become  the 
case  here,  but  it  has  not  yet  come  to  that  stand.  At  the  time  that  I 
made  the  investigation  that  I  did  of  the  Australasian  systems,  they 
were  not  dominated  by  the  socialistic  movement ;  and  that  influenced 
me,  possibly,  in  a  very  considerable  degree  in  making  that  study,  and 
that  was  the  place  where  I  studied  it  the  most.  I  am  not  in  position 
to  say  that  I  have  made  any  exhaustive  study  of  it  anywhere.  Of 
course,  I  have  come  in  personal  contact  with  it,  so  far  as  it  has  existed 
in  Canada.  They  have  had  one  property  under  Government  control 
there,  oh,  for  25  years  at  least,  and  they  have  added  largely  to  it,  first 
within  some  three  years,  and  later  within  the  immediate  past. 

Here  is  what  will  always  be  true  in  regard  to  Government  owner- 
ship versus  private  ownership,  and  here  is  where  a  large  part  of  the 
objections  that  are  voiced  by  commercial  bodies  is  founded:  Under 
the  old  competitive  conditions,  special  privilege  grew  up  in  the  mat- 
ter of  the  delivery  of  freight.  There  is  no  doubt  about  that.  Solid 
trainloads  ran  to  competitive  points  at  a  speed  that  it  was  claimed  by 
those  inside  took  all  the  profits  out  of  it,  but  the  competitive  condi- 
tions made  it  necessary  for  them  to  run.  Men  got  consignments  or- 
dered overnight;  they  did  not  carry  stocks  for  slow  methods  of  deliv- 
ery. The  Government  has  largely  done  away  with  those  things,  and 
that  is  one  of  the  prolific  sources  of  complaint  on  the  part  of  men 
engaged  in  mercantile  pursuits  in  its  various  forms.  And  under  Gov- 
ernment ownership  that  would  probably  never  be  reestablished  in  the 
same  degree  that  it  existed  under  the  private  competitive  system. 

I  want  to  draw  attention  to  one  phase  of  this  Government-owner- 
ship question  that  is  utterly  foreign  to  you  in  your  capacity  as  the 
Interstate  Commerce  Committee  of  the  Senate,  but  one  that  bears  a 
very  intimate  relation  to  other  activities  of  the  Government  itself, 
and  that  is  that  under  Government  ownership  only  can  there  be  a  re- 
adjustment of  the  industrial  conditions  that  will  eliminate  so-called 
seasonal  employment  or  sectional  employment.  When  the  Federal 
Industrial  Commission  was  in  existence,  they  took  up  a  rather  ex- 
haustive study  of  the  question  of  Government  employment  agencies 
and  means  by  which  surplus  men  in  seasonal  pursuits  could  be  sent 
to  where  there  was  need  for  men,  and  thus  the  evil  of  seasonal  em- 
ployment be  minimized,  to  say  the  least ;  because  there  is  an  immense 
amount  of  common  labor  in  this  country  that  is  subject  to  all  the 
evils  of  three  or  four  months'  employment  only  in  the  year  in  the 
region  in  which  they  live. 
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Senator  La  Follette.  Can  you  state  about  the  number  of  men  who 
are  only  employed  in  that  way — seasonably  ? 

Mr.  Garretson.  Senator,  I  have  not  the  figures,  but  it  is  an  im- 
mense body. 

Senator  La  Follette.  Can  you  approximate  it? 

Mr.  Garretson.  Not  intelligently,  because  while  I  retain  a  good 
many  things,  I  seldom  trust  my  memory  for  figures,  because  they 
slide  awa}^  from  me;  but  doubtless  it  will  embrace,  in  the  Western 
States  and  Middle  West — I  am  leaving  out  trades  altogether;  only 
the  ordinary  pursuits 

Senator  La  Follette.  Yes. 

Mr.  Garretson.  It  will  embrace  probably  a  quarter  of  the  laborers 
of  those  classes. 

Senator  Pomerene.  Does  not  that  same  principle  apply  also  to 
the  railroads?  Is  there  not  a  certain  amount  of  seasonal  employ- 
ment ? 

Mr.  Garretson.  In  a  certain  degree,  yes;  Senator. 

Senator  Pomerene.  What  I  have  in  mind  is  this:  There  are  cer- 
tain periods  in  the  Central  West  when  they  move  stock,  and  certain 
periods  when  they  move  grain,  and  certain  periods  in  certain  locali- 
ties, when  they  move  coal  ? 

Mr.  Garretson.  Yes. 

Senator  Pomerene.  Now,  what  is  the  difference  between  the  maxi- 
mum and  the  minimum  amount  of  the  labor  which  is  employed  in 
those  sections  ? 

Mr.  Garretson.  That  can  best  be  illustrated  from  what  we  will 
call  a  given  freight  division.  At  one  time  there  will  be  20  freight 
crews,  and  maybe  4  v/eeks  later  it  will  be  reduced  to  12.  But  you 
will  bear  in  mind,  on  account  of  the  very  factor  I  am  going  to  men- 
tion, that  men  in  train  and  engine  service  organizations  are  affected 
less  by  this,  because  they  can  procure  transporation  to  find  work  that 
is  waiting  for  them  elsewhere.  Mr.  Frederick  A.  Delano,  who  was 
also  at  that  time  a  member  of  the  Federal  commission,  and  myself 
were  appointed  a  subcommittee  to  attempt  to  devise  means  whereby 
transportation  for  these  seasonal  laborers  could  be  secured  to  some 
other  point  at  a  rate  that  would  not  be  prohibitive,  but  with  all  the 
information  that  both  of  us  had  in  regard  to  the  workings  of  the  Hep- 
burn Act,  which  was  the  essence  of  the  trouble  under  which  trans- 
portation could  not  be  issued  except  to  certain  named  persons',  we 
were  unable  to  devise  any  plan  whereby  there  could  be  an  economic 
transfer  of  those  people,  and  the  consequence  was  that  the  commis- 
sion was  unable  to  deal  with  it. 

Whenever  the  railways  are  owned  by  the  Government  and  admin- 
istered by  the  Government,  then  the  Government  employment  agen- 
cies, now  strung  all  over  the  continent,  can  largely  minimize  this 
problem  of  partial  employment,  and  it  is  a  social  question  that  has 
got  to  be  reckoned  with.  It  is  common  in  these  days  to  misuse  a  good 
many  old  saws.  We  have  one  that  is  founded  on  a  great  primal 
truth,  and  which  is  a  survival  from  the  days  of  the  patriarchal 
form  of  government — monarchical  usualh' — that  "  The  world  owes 
every  man  a  living."  Now,  that,  as  applied  by  the  present-day 
chevaliers  of  industry,  means  "  The  world  owes  every  man  who  uses 
his  wits  a  living."  But  the  fact  is,  that  the  world  does  owe  every 
man  a  living,  and  it  has  to  provide  it  for  him  in  one  form  on  another; 
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it  may  be  in  prison,  or  it  may  be  through  poor  rates — to  use  the 
English  phase — but  it  is  up  to  society  to  take  the  burden  of  his  sup- 
port, if  it  is  falling  on  society  in  general,  from  the  shoulders  of 
society  and  to  place  it  on  the  individual  himself,  and  this  is  one  of 
the  factors  that  enter  into  it. 

Senator  Kellogg.  Did  that  commission,  in  examining  that  ques- 
tion, come  to  the  conclusion  that  if  such  transportation  could  be  fur- 
nished without  cost,  this  seasonal  employment  could  be  largely  done 
away  with  by  the  transfer  of  a  large  body  of  men  to  different  parts 
of  the  country? 

Mr.  Garretson.  Do  not  think  that  I  take  the  Utopian  view,  Sen- 
ator. 

Senator  Kellogg.  Oh,  no. 

Mr.  Garretson.  It  could  be  done  away  with  to  a  very  considerable 
degree. 

Senator  Kellogg.  You  examined  into  the  different  classes  of  em- 
ployment, and  the  different  classes  of  industry,  and  the  adaptability 
of  the  men  to  those  various  industries,  and  came  to  the  conclusion 
that  it  could  be  largely  minimized? 

Mr.  Garretson.  A  large  amount  of  tho-^e  instances  could  be  cured; 
not  universally,  how^ever. 

Senator  Kellogg.  Did  you  publish  a  report  on  that? 

Mr.  Garretson.  The  report  only  recites  the  evils,  because,  as  I 
told  you,  Mr.  Delano  and  myself  threw  up  our  hands  in  an  effort  to 
formulate  a  ])lan.  The  commission  was  ready  to  go  along:  and  you 
will  bear  in  mind  that  Mr.  Delano  and  I  both  approached  it  from  fhe 
sympathetic  standpoint.  He  M^as  just  as  much  interested  in  finding 
a*  solution  of  that  question  as  I  dared  be. 

Senator  Kkllogg.  And  you  came  to  the  conclusion  that  no  modi- 
fied rates  for  transportation,  but  absolutely  free  transportation  was 
necessary? 

Mr.  Garretson.  We  were  both  of  this  opinion;  that,  as  a  basic 
priiK'iple,  free  transportation  must  be  furnished  to  those  who  were 
the  most  greatly  in  need  of  it.  In  certain  pursuits,  it  might  be  very 
possible  to  trans])ort  the  man  and  let  him  relinquish  a  certain  amount 
of  his  wages  afterwards,  under  fair  conditions,  to  reimburse  for  what 
is  described  over  in  Canada  as  an  "  emigrant  rate."  You  know  they 
have  a  rate  for  people  traveling  to  other  fields  in  search  of  employ- 
ment, which  is  so  low  that  many  of  them  are  able  to  meet  it.  If  a 
man  is  absolutely  bankru]>t,  free  transportation  becomes  a  necessity, 
if  he  is  to  be  utilized  elsewhere. 

Now,  on  thi^  question  of  ])artnership:  the  newspapers  all  over  the 
country  have  had  headlines,  with  varying  phraseology,  but  convey- 
ing the  idea  that  the  railway  employees  are  perfectly  willing  to  run 
the  railways  for  the  Government.  The  most  of  them  have  treated  it 
from  the  standpoinf  of  what  they  thought  was  sarcasm.  I  am  per- 
fectlv  ready  to  meet  that  question,  not  on  the  basis  of  sarcasm  or 
irony,  but  as  a  legitimate  business  projiosition.  Take  it  under  any  of 
the  ])l;ins  that  have  been  advanced  by  the  representatives  of  the  cor- 
porations, or  the  representatives  of  the  securitv  holders,  or  by  some 
other  interests.  ;ind  what  do  you  find?  Partnershi]).  They  are  all 
willing  for  the  Government  to  be  a  partner  in  the  losses.  They  are 
remarkably  silent  about  the  Government  participating  in  ]u-ofits:  and 
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still  more  silent  about  the  Government  performing  the  partnership 
function  of  doteru lining  what  stock  issues  there  shall  be  or  whether 
melon  cuttings  shall  take  place.  They  are  perfectly  willing  to  go 
into  partnership  with  the  Government  on  the  basis  that  the  Govern- 
ment shall  bear  the  burden  and  the  heat  of  the  day  and  that  the  other 
partner  will  take  the  velvet. 

Now,  w^e  are  perfectly  Avilling  to  go  into  partnership  with  the  Gov- 
ernment on  the  basis  that  the  Government  will  furnish  the  purchase 
price  of  the  properties,  and  Ave  will  administer  the  properties  for 
them,  and  we  are  perfectly  willing  to  take  the  operating  force  of  the 
private  corporations  into  partnership  with  us  on  the  same  basis.  We 
do  not  say  that  we  want  the  official  positions.  No  matter  who  gets 
it — whether  it  is  private  ownership.  Government  partnership  with 
capital,  or  Government  partnership  with  labor — it  is  we  who  are 
going  to  operate  the  railroads  anyhow.  That  is  a  foregone  conclu- 
sion as  to  the  actual  labor  in  the  operation.  Now,  the  question  is, 
Which  is  the  most  desirable  from  the  Government  standpoint — from 
the  public  standpoint  ?  Will  the  Government  enter  into  a  partnership 
with  a  corporation  formed  with  the  basic  purpose  of  securing  profit 
and  levying  its  shaving  off  of  every  dollar  that  comes  into  its  liands 
from  the  sale  of  transportation,  or  will  it  enter  into  a  partnership 
with  the  men  who  do  the  work — both  the  brain  work  and  the  physical 
labor — who  Avill  not  shave  the  dollar,  but  who  only  receive  their  wage 
therefor,  witli  a  profit-sharing  feature  in  wiiich  the  Government  is  an 
equal  sharer  if  a  surplus  is  created?  As  a  business  proposition,  which 
is  the  moU  desirable  for  the  public — a  partnership  in  which  there 
is  no  element  of  profit  or  a  partnership  in  which  a  toll  is  levied  on 
every  dollar?  As  a  square  business  proposition  we  hold  that  it  is 
good  business  to  make  the  partnership  where  the  public  benefit  arises, 
and  not  where  the  public  is  loaded  w^ith  an  added  charge;  for  there 
you  go  right  back  to  the  original  basic  principle  that  there  are  certain 
things  that  no  profit  shoulcl  ever  be  levied  on,  and  that  every  indi- 
vidual should  be  able  to  secure  at  cost  price. 

As  to  the  profit-sharing  theory,  I  have  only  a  word  to  say.  There 
have  been  thousands  of  profit-sharing  schemes  either  suggested  or 
put  into  effect  in  private  enterprises  over  this  country;  but  when 
you  come  to  analyze  those  profit-sharing  schemes  you  are  exactly  in 
the  fix  that  Isaac  was.  When  Isaac  went  to  bestow  his  blessing,  he 
found  that  the  skin  was  the  skin  of  Esau,  but  the  voice  was  the  voice 
of  Jacob. 

This  is  the  first  legitimate,  profit-sharing  scheme  that  has  been 
presented  in  a  public  utility  in  this  country,  and  it  is  a  true  profit 
sharing.  It  is  not  masquerading  as  philanthropy,  as  most  of  them  do. 
By  the  way,  it  is  surprising  how  many  things  are  done  for  employees 
that  are  classed  as  philanthropy,  and  that  are,  in  realitj',  good  busi- 
ness. It  is  a  little  like  welfare  work.  During  a  hearing  before  this 
same  commission  in  the  city  of  New  York,  when  they  were  investi- 
gating the  conditions  existing  in  the  big  dry-goods  stores  and  depart- 
ment stores  of  that  town,  about  eight  of  them  came  on  the  stand  and 
testified  how  the  beautiful  philanthropic  spirit  actuated  the  forma- 
tion of  their  various  welfare  activities;  but  when  the  tenth  fellow^ 
came  on — to  each  of  those  other  men  I  had  put  the  question  of 
whether  it  was  really  philanthropy  or  good  business;  and  there  was 
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not  a  man  among  tliem  who  was  an  able  enough  business  man  to  figure 
out  that  it  was  anything  but  a  purely  Christian  spirit — although 
they  were  not  all  Christians,  by  any  means — that  actuated  them,  until 
the  tenth  man  came  on ;  and  when  I  asked  him  the  question — he  was  a 
rather  out-and-out  man,  who  answered  his  yesses  with  "  yes  "  and  his 
noes  with  "  no  " — and  he  said,  "  When  any  of  these  people  tell  you 
that  it  is  philanthropy,  look  at  them  Avith  suspicion.  It  is  the  best 
business  we  ever  invested  in."  And  that  is  true  with  regard  to  most 
of  the  philanthropic  things  that  are  done  in  behalf  of  employees. 

Senator  Kellogg.  Well,  they  ought  to  be  put  on  a  business  basis, 
ought  they  not? 

Mr.  Garretson.  They  are  there,  in  fact,  but  they  are  not  in  de- 
scription. 

Senator  Kellogg.  I  mean  that  any  profit-sharing  scheme  for  the 
railroads  that  is  not  on  a  real  business  basis  would  not  succeed, 
would  it? 

Mr.  Garretson.  It  should  not  succeed.  There  is  no  class  of  men 
on  the  face  of  God's  earth  who  are  more  suspicious,  often  without 
cause,  than  the  great  body  of  laboring  men ;  and  suspicion  grows  out 
of  two  things.  Man,  in  general,  who  does  not  study  the  conditions 
under  which  he  lives,  is  afraid  of  whatever  is  behind  the  veil;  that. 
is,  that  he  can  not  seer  Out  of  that  grows  a  super  conservatism,  and 
being  exploited  for  50  centuries  has  made  hereditary  in  him  the  sus- 
picion, that  whatever  he  does  not  understand,  they  are  going  to  put 
him  on  the  hooks;  and  the  consequence  is  that  he  is  suspicious  of 
anything  that  he  does  not  understand:  and  in  the  ordinary  profit- 
sharing  scheme  if  the  ordinary  amount  of  dividend  is  not  paid  to 
him,  he  feels  it  is  because  of  manipulation;  and  I  want  to  say  that, 
in  the  majority  of  cases,  he  is  right.  There  are  shining  exceptions. 
I  have  known  men  handling  corporations  that  I  believed  might 
possibly  be  able  to  skin  through  into  the  kingdom  of  heaven.  There 
is  a  mighty  lot  of  them  who  are  as  good  as  their  business  Avill  let 
them  be. 

Now,  here  is  what  I  want  to  present  to  this  committee  as  one  of  the 
things  that  is  largely  a  determining  factor  in  the  attitude  of  the  men 
in  these  organizations  with  regard  to  this  return  to  private  owner- 
ship. You  can  got  the  glimmerings  of  the  employing  class  from  the 
kind  of  testimony  that  was  given  here  yesterda}',  that  one  of  the  real 
difficulties  is  that  wages  are  too  high,  and  the  idea  that  a  negro  per- 
forming the  same  work  that  a  white  man  performs  should  get  any- 
thing approaching  equal  pay  for  it  is  .almost  as  horrifying  as  that  a 
woman  who  does  a  man's  work  should  receive  a  man's  pay.  If  the 
work  is  done,  the  color  of  a  man's  skin  or  the  question  of  a  person's 
sex  has  no  legitimate  place  in  it.  But  they  are  not  bothering  about 
the  niggers  who  are  on  the  railroads — pardon  mo;  make  thai 
"negroes."  You  know  it  is  said  that  a  man  who  spells  "  negro  "  with 
two  g's  can  never  attain  the  Presidency — and  I  am  an  aspirant. 
[Laughter.]  Now,  if  the  work  is  done  by  any  human,  that  human  is 
entitled  to  the  same  pay  for  doing  it  as  any  other  human  would  be 
entitled  to.  I  am  not  posing  as  a  lover  of  the  colored  brother,  but 
I  am  posing — and  lots  of  people  agree  with  mo,  possibly,  in  the  use  of 
that  word — as  a  fair  exponent  of  the  industrial  idea  in  that  direction. 
Here  is  what  is  bound  to  take  place  in  greater  or  lesser  degree ;  It  is 
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the  fashionable  thino-  now  to  denounce  unreservedly  Bolshevism, 
socialism,  anarchism,  the  I.  W.  W.,  etc. ;  but  when  a  man  takes  into 
consideration  the  things  that  have  caused  those  people  to  hold  the 
opinions  that  they  do  and  to  indulge  in  the  activities  in  which  they 
are  at  present  engaged — the  reasons  that  brought  them  into  exist- 
ence— they  are  an  indictment  of  the  social  system. 

The  causes  that  underlie  it  are  what  need  remedy.  The  people 
will  rectify  themselves  wdien  the  causes  for  their  feelings  and  actions 
are  removed,  and  if  any  man  thinks  that  because  the  surface  appears 
smooth  in  this  country,  that  the  social  unrest  is  not  bubbling  under 
it,  and  that  the  crust  is  not  thin,  he  had  better  revise  his  ideas.  This 
is  one  question  that  every  man  has  got  to  approach  from  the  stand- 
point not  of  a  labor  man,  not  of  an  employer,  not  of  any  special  in- 
terest, Init  he  has  got  to  come  up  to  it  from  the,  broader  standpoint 
not  only  of  an  American  citizen  but  of  a  world  citizen,  because  I  say 
to  you  that  if  there  is  an  unwise  effort  to  reduce  the  wage  that  has 
come  into  existence  during  this  troubled  period,  you  are  going  to 
strengthen  the  future  army  of  discontent  to  a  degree  that  if  it  does  not 
overturn,  it  will  shake  the  social  structure ;  and  I  say  that  from  the 
standpoint  of  a  man  who  has  no  sympathy  with  the  methods  that  are 
indulged  in  by  people  of  that  kind,  but  who  has  a  very  real  concep- 
tion of  the  dangers  with  which  we  are  confronted.  It  is  as  near  a 
powder  mine  as  can  be  described,  and  the  unexpected  spark  thrown 
by  the  man  who  is  either  careless  of  public  welfare  or  of  the  common 
good  is  liable  to  start  a  conflagration  the  end  of  which  will  be  diffi- 
cut  to  foresee.  Look  at  the  English  record  within  the  past  four 
months — the  length  to  which  that  discontent  has  gone  there — and 
that  discontent  is  world-wide,  varying  only  in  degree  with  the  causes 
that  have  given  it  birth  and  have  developed  it. 

It  has  got  beyond  the  stage  where  you  can  patch  it  up  like  the  one- 
horse  shay.  You  have  got  to  go  deeply  into  it  and  give  it  honest  and 
intelligent  study  to  provide  the  remedy  for  some  of  those  things 
before  you  will  ever  do  away  with  it.  If  you  will  take  the  social 
convulsions  that  have  shaken  the  world,  the  view  from  the  historic 
standpoint,  when  the  personal  had  been  eliminated,  is  that  there  was 
justification  for  the  action,  and  that  it  had  been  brought  about  by  a 
disregard  of  the  rights  of  man.  Unless  we,  a  so-called  democratic 
people,  are  prepared  to  rectify  the  evils  that  have  brought  these 
things  into  existence,  to  a  very  considerable  degree,  instead  of  modi- 
fying them,  we  are  only  adding  to  the  strength  of  the  flame,  and  at 
last,  unless  it  is  decently  and  honestly  met,  it  will  communicate  itself 
to  enough  of  the  body  of  the  people  that  it  will  seriously  threaten  all 
that  the  wisdom  of  the  fathers  and  the  blood  of  succeeding  genera- 
tions have  built  up :  and  no  honest  man,  no  matter  what  may  be  his 
creed,  his  calling,  his  pursuit,  or  his  social  status,  can  even  tolerate 
the  idea  of  an  occurrence  of  that  character. 

Are  there  any  other  questions  that  it  is  desired  to  ask?  If  not.  I 
wish  to  express  my  appreciation  on  behalf  of  those  whom  I  ref)re- 
sent 

Senator  Cummins  (interposing).  I  have  some  questions  to  ask. 

Senator  Robinson.  It  is  nearly  12  o'clock. 

Senator  Kellogg.  I  want  to  ask  some  questions,  but  I  suggest  that 
we  adjourn  now  until  to-morrow. 
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Mr.  Garretson.  I  will  be  at  3^0111-  service. 

Senator  Pomerene.  Word  has  come  to  me  from  the  chairman  of 
the  committee,  asking  me  to  present  to  the  committee  the  question  as 
to  whether  we  shall  continue  to  meet  daily  or  to  have  our  meetings 
only  on  Tuesdays  and  Thursdaj's.  That  is  a  matter  about  which  we 
ought  to  confer. 

Senator  Cummins.  We  might  have  an  executive  meeting  for  that 
purpose  now. 

Senator  Pomerene.  Very  well. 

Senator  Cummins.  ]My  own  view  is  that  we  need  to  go  on  as  rap- 
idly as  possible,  or  we  will  not  reach  any  conclusion  before  this  ses- 
sion of  Congress  shall  have  adjourned. 

Senator  Pomerene.  Shall  we  meet  in  executive  session,  then? 

Senator  Cummixs.  Just  as  3'ou  say.  I  am  in  favor  of  meeting 
every  day  until  we  get  through. 

Senator  Eobinson.  I  think  we  ought  to  finish  with  this  witness. 

Mr.  Garretson.  Wlio  is  the  acting  chairman  ? 

Senator  Robinson.  Senator  Pomerene. 

Mr.  Garretson.  Bear  in  mind  that  I  have  one  engagement  which 
I  can  not  evade.  I  have  heard  the  statement  about  Thursday  as  the 
next  meeting. 

Senator  Pomerene.  Yes. 

Mr.  Garretson.  I  have  an  engagement,  in  conunon  with  some  of 
my  associates,  with  the  director  general  and  a  large  part  of  his  staff, 
which  has  been  brought  in  here  for  that  purpose,  on  Thursday ;  but 
I  shall  be  glad  to  place  myself  at  your  disposal  until  to-morrow. 

Senator  Pomerene.  Then,  under  the  circumstances,  I  think  we  will 
adjourn  until  to-morrow  at  10  o'clock.  We  can  then  determine  that 
other  question  later. 

(Whereupon,  at  11.45  o'clock  a.  m.,  the  committee  adjourned  unti) 
Wednesdav.  Februarv  12,  1919.  at  10  o'clock  a.  m.) 
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United  States  Senate, 
Committee  on  Intetstate  Commerce, 

Washington,  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
Senator  Ellison  D.  Smith  (chairman)  presiding. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Garret- 
son,  you  may  proceed. 

STATEMENT  OF  MR.  A.  B.  GARRETSON— Resumed. 

Mr.  Garretson.  Mr.  Chairman,  I  desire  to  call  your  attention  to 
this  fact:  I  stated  yesterday,  in  your  absence,  that  I  had  concluded, 
so  far  as  any  independent  statement  that  I  desired  to  make  was  con- 
cerned; but  certain  members  of  the  committee  desired  my  presence 
this  morning  for  the  purpose  of  addressing  queries  to  me,  and,  in 
response  to  that,  I  am  here. 

The  Chairman.  Very  well.  Those  members  of  the  committee  may 
proceed. 

Senator  Cummins.  I  believe  I  had  indicated  the  purpose  of  asking 
a  few  questions.  Mr.  Garretson,  you  approach  this  problem  from 
the  standpoint,  I  assume,  that  it  is  the  duty  of  any  civilized  commer- 
cial ration  to  furnish  or  provide  these  highways  of  commerce;  that 
is,  to  furnish  transportation  to  the  people  in  order  to  enable  them  to 
live  and  do  their  business? 

Mr.  Garretson.  T  certainly  do. 

Senator  Cummins.  That  is  the  standpoint  ? 

Mr.  Garretson.  Yes;  there  is  an  obligation  that  lies  on  every 
Government  to  provide  by  reasonable  means  access  to  the  market, 
interchange  of  business,  and  interchange  of  persons. 

Senator  Cummins.  So  that  the  business  of  transportation  is  not  a 
private  business,  in  its  very  nature,  is  it  ? 

Mr.  Garretson.  In  no  sense. 

Senator  Cummins.  And  it  is  just  as  much  the  obligation  of  the 
United  States  to  provide  an  adequate,  efficient  system  of  transporta- 
tion for  the  people  as  it  is  to  provide  policemen  for  their  protection? 

Mr.  Garretson.  Absolutely  the  same  governmental  obligation 
underlies  both. 

Senator  Cummins.  Yes. 

The  Chairman.  Would  you  apply  that  also  to  the  merchant 
marine? 
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Mr.  Garretson.  Mr.  Chairman,  the  question  of  the  merchant  ma- 
rine or  the  question  of  interchange  of  traffic  beyond  our  borders 
Avould  apply  exactly  the  same  principle  to  the  citizens  of  the  world 
that  I  have  stated  as  applying  to  the  citizens  of  this  country.  A  man 
has  simply  got  to  expand  his  thesis ;  lay  it  down  as  theoretic  that  the 
citizens  of  the  world  have  a  common  interest,  and  you  must  of  neces- 
sity apply  exactly  the  same  doctrine,  that  the  Governments  of  the 
world  are  resting  under  that  same  obligation,  as  when  you  narrow 
it  to  the  citizens  of  one  country  and  lay  it  on  the  shoulders  of  that 
individual  government.  I  would  hold  exactly  the  same  view  myself 
as  applied  to  the  merchant  marine  or  any  other  system  of  marine 
interchange. 

The  Chairman.  The  only  object  of  mj^  question  was  that  the  citi- 
zens of  this  country,  taking  your  first  hypothesis  as  correct,  being 
entitled  to  transportation  overland,  the  transportation  is  not  complete 
when  it  gets  to  the  seaboard. 

Mr.  Garretson.  It  is  not. 

The  Chairman.  Therefore  your  transportation  system  would  be 
incomplete  and  would  break  down  if  after  it  reached  the  port  the 
Government  had  not  furnished  adequate  facilities  for  reaching  its 
ultimate  destination  ? 

Mr.  Garretson.  And  my  theory  of  ol)ligation  would  also  fall  down 
unless  I  recognized  the  universal  right  of  all  people  to  arrangements 
which  would  make  that  which  I  hold  applicable  to  one  people  appli- 
cable to  all.  Bear  in  mind  that  is  going,  to  a  certain  extent,  into  the 
realm  of  theoretics  at  the  present  day. 

The  Chairman.  I  was  just  applying  my  question  to  this  country 
to  complete  our  system  of  transportation. 

Senator  Cummins,  It  would  undoubtedly  reach  the  merchant  ma- 
rine in  time? 

Mr.  Garretson.  It  would. 

Senator  Cu:mmins.  But  just  now  let  us  think  about  the  internal 
system  of  transportation.  You  have  said,  and  I  think  no  one  will 
question  the  correctness  of  the  conclusion,  that  it  being  an  obligation 
on  the  part  of  the  Govenment.  that  obligation  involves  furnishing  the 
transportation  of  the  facilities  therefor  at  the  lowest  possible  cost  or 
without  profit? 

Mr.  Garretson.  Without  profit. 

Senator  Cummins.  The  Govenunent  of  the  United  States,  at  least 
heretofore,  has  believed  apparently  that  it  could  discharge  this  duty 
or  obligation  through  the  instrumentality  of  private  corporations 
more  efficiently  and  with  less  cost  than  if  it  were  to  inidertake  the 
performance  of  the  duty  directly.  Xow.  that  is  the  theory  upon 
which  we  proceed,  is  it  not  ? 

Mr.  Garretson.  It  is. 

Senator  Cummins.  It  is  not  because  the  Government  of  the  United 
States  or  of  any  State  has  doubted  its  obligation  to  do  the  thing, 
but  it  has  chosen  to  create  certain  corporations  and  to  give  them 
the  power  of  carrying  on  the  transportation  business.  And  you 
think  we  have  come  to  a  time  now  when  we  should  reconsider  tlie 
policy  which  has  heretofore  prevailed  in  the  United  States? 

Mr.  Garretson.  I  believe  that  the  time  has  arrived  when  the  (iov- 
ernment  should  assume  to  itself,  or  resume  to  itself,  certain  powers 
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and  duties  which  it  has  heretofore  delegated  virtually  to  private 
corporations. 

Senator  Cummins.  Well,  it  has  delegated  it  directly  by  creating 
the  corporations. 

Mr.  Garretson.  That  is  true. 

Senator  Cummins.  And  authorizing  them  to  perform  this  service. 

Mr.  Garretson.  By  recognizing  the  right  of  them  to  do  it  as  long 
as  the  Government  itself  did  not  perform  the  function. 

Senator  Cummins.  Certainly.  I  believe  no  one  claims  that  there 
is  any  vested  right  in  the  privilege  of  carrying  on  interstate  trans- 
portation. There  are,  obviously,  two  principal  items  of  cost  in 
transportatix)n,  which  I  will  take  the  liberty  to  mention.  The  first 
is  the  captial  charge,  under  the  system  we  now  have,  and  I  assume 
that  in  endeavoring  to  furnish  transportation  at  the  lowest  cost  it 
is  our  duty  to  reduce  the  capital  charge  if  we  can  do  it  without 
unfairness  to  any  interest.    That  is  true,  is  it  not  ? 

Mr.  Garretson.  It  is. 

Senator  Cummins.  There  are  two  ways  in  which  the  capital  charge 
can  be  reduced.  The  first  is  to  limit  the  return  to  which  capital 
^hall  be  entitled  by  making  that  return  certain.  You  recognize  that 
a  certainty  of  a  return  must  have  great  influence  upon  the  rate  of  the 
return  ? 

Mr.  Garretson.  That  is  reflected  every  day  in  the  market  price  of 
securities. 

Senator  Cummins.  Now,  no  matter  how  you  bring  it  about  or 
which  of  the  plans  you  adopt  to  bring  it  about,  your  idea  is  that 
the  Government  should  make  the  return  certain  so  that  the  people 
may  have  the  benefit  or  advantage  of  the  Government  obligation  or 
promise,  is  it  not  ? 

Mr.  Garretson.  It  is.  If  the  security  is  questionable,  the  rate  of 
interest  is  high.  If  the  security  is  undoubted,  the  rate  of  interest 
upon  which  money  can  be  obtained  is  low ;  and  it  is  the  Govern- 
ment obligation  to  attach  the  security  and  receive  for  the  people  in 
return  the  low  rate  of  payment. 

Senator  Cummins.  Yes.  No  matter  whether  that  object  is  at- 
tained through  a  guaranty  or  whether  it  is  attained  through  a  direct 
Government  obligation  in  the  way  of  a  bond,  the  same  purpose  is 
m  view ;  namely,  to  secure  a  low  rate  of  return,  if  the  return  is  made 
as  certain  as  the  Government  promise  can  make  it? 

Mr.  Garretson.  Without  approving  or  disapproving  the  method 
by  which  it  is  to  be  obtained,  the  abstract  principle  of  procuring 
it  I  confirm. 

Senator  Cummins.  You  agree? 

Mr.  Garretson.  Yes. 

Senator  Cummins.  An  important  item  in  the  cost  of  transporta- 
tion is  the  expense  of  maintenance  and  operation.  How  would  you 
•deal  with  those  expenses  in  order  to  get  them  as  low  as  we  can  with 
fairness  to  the  people  generally? 

Mr.  Garretson.  There  one  goes  into  a  realm  which  is  not  as  clearly 
defined  as  the  other,  because  the  question  of  return  on  capital  has 
liad  the  careful  attention  of  the  best  minds  of  the  world  for  50  cen- 
turies. On  the  other  hand,  the  question  of  the  exploitation  of  labor 
has  had,  maybe  not  altogether,  the  attention  of  the  best  brains,  but 
it  has  had  the  careful  application  of  the  predatory  class  for  as  long. 
117900— 19— VOL  1 69 
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It  is  only  within  the  past  lifetime  that  the  question  of  the  equity 
of  wage  has  received  the  prominence  that  the  other  question  has. 
The  consequence  is  that  it  has  not  yet  been  determined  in  as  definite 
degree  what  the  equities  of  wage  may  be.  There  is  the  very  greatest 
element  that  enters  into  the  world  problem  to-day — what  is  the 
equitable  portion  which  labor  should  receive  from  that  which  it 
creates  ? 

Bear  in  mind,  I  am  compelled  to  express  my  meaning  in  what 
might  be  described  as  the  shibboleth  of  the  radical,  for  want  of  more 
commonly  accepted  terms.  Whenever  it  has  been  once  decided  that 
there  shall  be  an  equitable  distribution,  then  that  problem  will  pass 
on  to  exactly  the  same  plane  that  capital  return  now  occupies,  but 
until  that  is  done  no  man  can  lay  doWn  a  hard  and  fast  rule  about 
that  as  he  can  in  the  other  case.  He  can  not  divide  it  into  two  or 
three  subsidiary  questions  and  reason  each  one  of  them  conclusively 
to  a  determination,  but  I  would  lay  this  down  as  the  very  ground- 
work of  my  own  belief:  That  labor  is  entitled  to  a  far  greater  pro- 
portion of  that  which  it  produces  than  it  has  so  far  received. 

The  question  as  involved  here  is  this:  No  less,  under  the  present 
system,  should  be  paid  to  labor  than  will  permit  the  laborer  living 
in  a  way  that  is  in  accord  with  the  present  conceived  standards  that 
are  fairly  fixed  in  the  average  American  mind.  In  other  words, 
a  man  who  labors  consistently  has  the  right  to  be  able  to  live  decently, 
not  only  with  the  necessities,  but  with  a  reasonable  amount  of  the 
comforts  of  life :  to  educate  his  children :  and  the  Republic  itself  can 
not  expect  less  of  him  than  that  he  fit  the  children  he  has  sired  to 
be  decent,  reputable,  intelligent  citizens  of  the  Republic. 

There  is  the  only  rule,  from  my  standpoint,  that  can  be  consistently 
followed  in  fixing  the  standards  of  wage.  The  difficulty  lies  in  this. 
To  make  myself  clear  I  have  got  to  go  into  this  at  a  little  length, 
Senator,  for  this  reason :  It  involves  the  whole  question  of  distribu- 
tion of  profit.  Unless  a  system  is  devised  that  prevents  the  drifting 
into  a  few  hands  of  the  aggregate  capital  return  of  the  world,  in  the 
way  of  profit  on  production,  the  standards  which  I  have  mentioned 
can  never  be  attained,  because  it  can  not  be  done  by  a  simple  in- 
crease of  wages. 

Senator  Cummins.  No.  I  will  return  in  a  moment  to  that  problem, 
because  it  is  the  great  problem  of  the  world;  it  inheres  in  everything; 
not  in  railroads  alone. 

Mr.  Garretson.  No;  it  is  wider  than  the  bounds  of  any  carrier, 
or  of  any  industry. 

Senator  Cummins.  But  what  I  am  interested  in  at  the  moment  is 
this:  Who  will  fix  the  wages  or  the  compensation  of  employees? 
Are  w^e  about  to  change  the  whole  railway  system  in  that  regard, 
as  well  as  in  the  other?  Who,  from  your  standpoint,  ought  to  deter- 
mine how  much  the  railway  employees  shall  receive? 

Mr.  Garretson.  I  would  hold  this,  and  it  is  one  of  the  things  that 
gave  me  bias  in  favor  of  the  plan  that  was  presented  by  Mr.  Plumb. 
Profit  sharing,  when  reduced  to  its  legitimate  basis,  is  an  equitable 
division  of  the  profit  from  an  enterprise  between  all  who  were 
parties  to  it.  There  never  has  been  a  legitimate  profit-sharing  plan, 
so  far  as  I  know,  and  I  have  been  fairly  conversant  with  the  various 
profit-sharing  schemes  that  have  been  advocated,  introduced,  or 
made  effective  in  all  the  industrial  concerns  of  the  countrv  that  have 
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adopted  the  idea,  and,  so  far  as  I  know,  there  has  never  been  a 
profit-sharing  scheme  introduced  that  embodied  within  itself  any 
reasonable  degree  of  actual  profit  sharing.  There  you  have  the 
principle  that  I  have  contended  is  absolutely  necessary — and  I  have 
contended  this  for  many  years — of  the  limitation  of  profit.  No 
system  can  ever  solve  the  problem  unless  it  goes  to  the  heart  of  that 
very  question  and  contains  within  itself  the  very  idea  of  the  limita- 
tion of  profit.  All  codes,  modern  and  ancient,  beginning  with  the 
code  of  Hammurabi,  contain  laws  governing  the  rate  of  interest 
that  may  be  claimed  for  capital,  and  usury  has  always  been  a  crime. 

Now,  if  you  apply  the  doctrine  of  consistency,  why  should  a  man 
be  limited  to  6  per  cent  as  the  return  for  capital,  and  be  permitted 
to  take  that  same  money  and  invest  it  in  a  speculative  enterprise 
and  gain  a  return  of  1,000  per  cent?  When  that  question  is  settled 
the  industrial  unrest  of  the  world  will  be  settled,  and  it  never  will 
be  until  that  is  disposed  of.  Pope  says  that  the  proper  study  of 
mankind  is  man,  and  a  greater  truth  was  never  given  to  the  world. 
Right  in  that  is  involved  this  very  question.  Much  as  it  may  be 
doubted,  there  are  a  number  of  things  I  do  not  know  [laughter], 
but  I  know  men  fairly  well. 

Senator  Cummins.  Mr.  Garretson,  I  am  going  to  come  back  to 
that,  if  I  have  time,  in  a  few  moments;  but  my  question  is,  Under 
the  plan  which  you  think  should  be  adopted,  who  or  what  authority 
should  say  or  determine  the  wages  or  compensation  which  the  men 
who  work  are  to  receive  ? 

Mr.  Garretson.  I  am  going  to  try  to  answer  that  categorically, 
Senator,  and  in  this  I  am  departing  from  any  plan  that  might  be 
under  consideration,  and  I  am  giving  you  an  absolutely  personal 
belief;  I  am  cutting  every  other  man  aloof  from  indorsement  or 
agreement  or  disagreement  with  this.  The  wage  should  be  deter- 
mined, if  the  Government  assumes  payment  of  that  wage,  by  a 
tribunal  fairly  balanced,  in  which  no  one  interested  element  can 
dispose  of  that  question. 

In  other  words,  the  tribunal  must  be  of  necessity  composed  in 
reasonable  degree  to  prevent  any  one  element  from  being  able  to  fix 
its  own  compensation.  No  greater  evil  has  grown  up  under  the 
present  private  system  than  that  of  the  corporation  absolutely 
dominating  the  wages  of  all  its  servants.  The  organizations  have 
wrested  from  them — I  am  just  using  the  unvarnished  term — a  voice, 
or  the  right  to  exercise  a  voice  in  fixing  the  wage  of  the  men  that 
the  organizations  represent;  but  as  to  the  whole  official  class,  the 
determination  of  its  wage  has  remained  absolutely  undisturbed  with 
the  corporations.  It  should  not  be  so  any  more  than  labor  should 
be  allowed  alone  to  determine  the  wages  of  its  men.  Have  I  made 
that  fairly  clear? 

Senator  Cummins.  I  think  you  have  approached  it,  but  I  will  go 
a  little  further  with  it.  Under  the  present  system  the  wages  or 
compensation  are  fixed  by,  I  assume,  in  a  general  way,  the  law  of 
competition,  as  it  may  be  modified  by  what  we  have  come  to  under- 
stand as  collective  bargaining,  so  that  there  is  a  little  more  of 
equality  in  the  struggle.  Now.  if  the  Government  operates  these 
properties  directly,  the  Government  must  determine  how  much  the 
expenses  shall  be,  and  it  must  fix  the  wages;  not  only  the  wages  of 
the  men,  but  the  prices  at  which  supplies  shall  be  purchased.     You 
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are  not  willing,  are  you,  that  some  one  man,  representing  the  Gov- 
ernment of  the  United  States  in  an  administrative  capacity,  shall 
be  invested  with  the  power  to  fix  all  the  wages  of  the  1,800,000  men 
who  operate  the  railways  ? 

Mr.  Garretson.  I  am  not. 

Senator  Cummins.  And,  are  you  willing,  if  the  Government  oper- 
ates the  properties,  that  you,  the  men,  shall  be  denied  the  privilege 
or  right  which  you  now  exercise  of  striking? 

Mr.  Garretson.  I  am  not.  I  believe  that  that  right  should  and 
of  necessity"  must  and  absolutely  will  continue. 

Senator  Cummins.  If,  therefore,  the  act  of  the  Government  in 
fixing  wages  is  not  satisfactory  to  the  men  employed,  you  believe  in 
having  the  right  or  privilege  to  take  the  same  measure  to  bring 
about  a  higher  rate  of  wages  that  you  have  heretofore  exercised? 

Mr.  Garretson.  Absolutely,  yes. 

Senator  Cummins.  In  what  manner  do  you  differentiate  between 
the  general  employees  of  the  Government,  as  it  is  now  constituted, 
and  the  new  employees  that  would  come  in  under  Government  oper- 
ation of  the  railways? 

Mr.  Garretson.  I  do  not  differentiate,  Senator. 

Senator  Cummins.  You  would  then  change  the  policy  of  the  Gov- 
ernment with  regard  to  the  right  of  employees  to  organize  and  exert 
their  force  collectively,  instead  of  individually,  in  all  branches  of 
the  service? 

Mr.  Garretson.  I  absolutely  differ  with  that  system,  and  I  hold 
this:  The  relation  between  the  Government  as  an  employer  and  its 
employees  should  be  exactly  the  relation  that  exists  between  any 
other  employer  and  his  employees,  and  the  Government  can  not  con- 
sistently assert  a  right  to  limit  the  rights  of  citizenship  of  those 
men  any  more  than  any  other  employer  can  do  it.  I  hold  this,  that 
the  Government  should  approach  the  questions  involved  in  that  re- 
lationship in  a  different  spirit  to  what  they  are  approached  by  the 
ordinary  employer;  but  as  to  the  rights  of  men  employed  by  the 
Government,  they  are  absolutely  the  same  as  the  rights  of  the  men 
employed  by  John  Smith. 

Senator  Cummins.  Now,  coming  back  to  the  question  that  you 
mentioned  a  moment  ago,  namely,  the  share  which  a  faithful  worker 
is  entitled  to  withdraw  from  the  enterprise  in  which  he  is  engaged; 
do  you  believe  in  a  minimum  wage  for  employees  of  railways? 

Mr.  Garretson.  I  am  afraid  that  I  will  have  to  be  something  of 
an  iconoclast  from  the  standpoint  of  manv  men.  The  minimum 
wage,  while  it  may  be  an  ameliorator  of  certam  evils,  is  itself  nothing 
but  an  effort  to  patch  up  a  defective  system.  While  that  system  re- 
mains, minimum  wage  is  in  many  ways  a  desirable  thing,  but  it  is 
not  the  cure  for  the  evil ;  it  is  only  a  palliative. 

May  I  make,  right  there,  my  reasons  for  that,  clear,  Senator?  The 
wage  system  in  itself  is  faulty  for  this:  If  you  once  assume  that 
every  man  on  this  continent — we  will  apply  it  to  this  continent  only, 
for  the  purposes  of  the  argument,  disregarding  the  remainder  of 
the  world — if  you  put  every  wage  earner  on  this  continent  up  to  a 
minimum  wage  of  $2.5  a  dav,  his  condition  would  not  be  bettered  one 
iota  thereby.  The  price  of  the  product  from  his  industry  would  be 
immediately  passed  on  to  the  consumer,  and,  therefore,  chiefly  to 
himself,  because  the  laboring  men  of  this  country  are  the  principal 
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consumers ;  and  the  purchasing  power  of  his  $25  would  not  be  equal 
to  his  present  wage  of  $2  per  day.  I  had  some  tables  made  up — 
and  bear  in  mind  I  did  not  make  them ;  professional  economists  made 
them — where  we  took  the  budget  of  a  certain  number  of  products 
entering  into  the  daily  consummation  of  the  average  laborer's  home. 
I  had  that  budget  made  up,  properly  weighted,  to  show  what  a 
family  expended  for  that  amount  of  those  products  in  the  year  1890, 
when  the  freight  conductor's  wage  was  $3  per  day.  I  sent  out  a 
questionnaire  to  2,500  of  my  men,  who  had  been  members  of  the  or- 
ganization prior  to  1890,  to  arrive  at  as  near  as  possible  a  fair  esti- 
mate of  house  rents — an  elusive  element,  you  will  bear  in  mind,  in 
a  budget  of  that  kind — and  I  got  answers  from  nearly  2,000  of  them, 
giving  their  experience,  and  I  even  found,  in  some  instances,  men 
who  had  occupied  the  same  property  as  a  tenant  during  all  those 
years. 

Then  I  applied  the  prices  of  1912 — or  1910, 1  have  forgotten  which 
now — to  the  same  amount  of  the  same  commodities — and  bear  in 
mind,  using  the  Bradstreet  and  Dun  retail-market  reports — and 
with  an  added  wage,  amounting  to  $1.18,  the  purchasing  power,  tak- 
ing the  same  amount  of  the  same  commodities  at  the  end  of  the  month 
was  $11  less  than  when  the  man  earned  $3  per  day.  Now,  that  is 
what  would  apply  in  the  case  of  a  $25  minimum-wage  basis  to  every 
laboring  man  in  the  country.  Here  is  what  a  wage  increase  does: 
The  favored  class  of  labor  which  is  able  to  get  it  gets  it  at  the  ex- 
pense of  those  who  are  not  organized  and  not  able  to  get  it.  He  does 
not  get  it  at  the  expense  of  the  employer  at  all;  he  is  only  able  to 
throw  a  greater  amount  of  burden  on  the  man  who  is  unable  to  help 
himself  through  want  of  association. 

Senator  La  Follette.  In  other  words,  wages  had  actually  fallen 
from  1890  to  1912? 

Mr.  Garretson.  They  had,  when  considered  on  the  basis  of  pur- 
chasing power.  My  attitude  in  1916,  as  against  the  attitude  of  cer- 
tain legislators,  on  the  proposition  of  fixing  wage  by  a  wage-fixing 
tribunal,  was  that  I  maintained  that  if  it  was  consistent  for  a  wage- 
fixing  tribunal  to  determine  wage,  it  must  of  necessity  determine  the 
price  of  the  things  for  which  the  wage  was  expended. 

Senator  Cummins.  That  is  obvious.  I  will  now  translate  the  wages, 
not  in  terms  of  money,  but  in  terms  of  things  that  people  must  have. 

Mr.  Garretson.  In  terms  of  purchase  or  ability  to  purchase? 

Senator  Cummins.  Yes.  You  believe  that  every  honest  and  faith- 
ful worker  should  receive,  as  compensation,  as  a  minimum,  enough 
to  clothe  himself  and  feed  him  and  his  family,  and  to  train  and  edu- 
cate his  family  to  become  good  citizens  and  to  be  able  to  discharge 
all  their  obligations  to  society  in  an  efficient  way? 

Mr.  Garretson.  And,  Senator,  one  of  the  things  I  think  you  have 
overlooked  that  you  probably  would  have  included :  To  create  a  sur- 
plus that  will  afford  him  maintenance  after  the  producing  period  has 
passed. 

Senator  Cummins.  Oh,  yes ;  that  is  a  very  proper  addition.  Now, 
let  us  assume  that  that  ought  to  be  the  minimum  amount  that  any 
man  who  is  willing  to  work  and  who  does  work  and  who  works 
faithfully  should  receive.  Now,  tell  me  why  a  conductor  should 
have  any  more  than  a  brakeman? 
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Mr.  Garretson.  A  conductor  should  have  more  money  than  a 
brakeman,  from  my  standpoint,  simply  for  this:  Rightly  or  wrongly, 
it  is  as  old  as  the  records  of  man,  that  tried,  proven  ability  brings 
increased  reward.  It  does  not  matter  whether  this  is  applied  to  the 
drawing  of  wage  or  whether  it  is  applied  to  a  predominance  in  the 
councils  of  a  clan — to  start  with  the  unit  of  a  family,  of  a  clan,  of  a 
tribe,  of  a  nation — proven  ability  and  term  of  service  has  always  ad- 
vanced men  to  positions  of  dignity  within  the  gift  of  their  fellows, 
other  things  being  equal.  If  a  man,  who  after  serving,  we  will  say — 
Lee,  seven  years  is  a  fair  average  time,  is  it  not? 

Mr.  Lee.  Before  promotion,  five  to  seven  years. 

Mr.  Garretson.  Well,  after  serving  five  to  seven  years  in  an  ap- 
prenticeship as  brakeman,  if  that  man  for  the  assumption  of  added 
resj)onsibility  is  not  entitled  to  a  greater  amount  of  money,  there  is 
no  question  but  what  the  world  is  awry  in  its  concept  of  what  proven 
ability  should  bring.  But  a  man  might  be  the  best  brakeman — 
I  have  known  instances  of  this  kind — on  his  division,  and  there 
is  the  segregated  instance  where  he  seems  to  be  utterly  incapable 
of  assuming  the  added  responsibilities  that  come  to  him  in  the  other 
pursuit.  We  have  had  instances  where  men  of  admitted  compe- 
tence and  of  a  very  fair  degree  of  ability  in  some  directions,  have 
gone  up  for  examination  year  after  3'^ear,  and  when  examined  and 
assigned  to  the  other  duties,  demotion  became  a  necessity  simply 
because  the  man  either  went  to  pieces  under  the  pressure  of  what 
seemed  to  him  to  be  added  responsibility,  or  was  unable  to  function. 
That  is  true  in  every  pursuit.  The  same  is  true  of  a  conductor 
when  promoted  to  an  official  position,  in  some  cases.  The  next  step 
of  promotion  from  conductor  would  be  to  a  trainmastership ;  and 
it  is  very  probable  that  out  of  every  10  men  who  are  promoted  into 
that  capacity,  more  than  half  of  them  find  their  way  back  into  the 
ranks;  but  in  each  of  those  stej^s  there  is  the  added  responsibility 
recognized,  and  under  the  wage  system,  additions  to  the  stipend 
which  the  man  receives. 

There  is  a  clearly  graduated  incline,  and  more  money  always  goes 
with  the  exercise  of  power  and  the  assumption  of  obligation. 

Senator  Cummins.  I  recognize  that  as  the  law  of  the  world,  and 
I  do  not  dispute  it  because  it  is  so  generally  accepted  that  it  would 
be  useless  to  try  to  overturn  the  decrees  of  civilization. 

Mr.  Garretson.  In  connection  with  that.  Senator,  let  me  draw 
your  attention  to  this:  It  is  an  undoubted  fact  that  a  brakeman  eats 
just  as  much  as  a  conductor  does.  It  is  only  by  the  establishment  of 
what  you  might  call  "class  life"  that  a  distinction  is  made. 

Senator  CuamiNS.  His  minimum  requirements  are  just  as  great? 

Mr.  Garretson.  His  minimum  necessity  requirements,  3'es. 

Senator  Cummins,  I  only  asked  that  question  in  order  to  take  one 
step  in  advance.  An,v  tribunal  or  any  board  to  which  is  submitted 
the  question  of  wages  will  then  have  to  enter  this  field  that  you  have 
just  been  describing  and  to  say  how  much  more  a  conductor  ought 
to  have  than  a  brakeman,  or  a  superintendent  than  a  conductor,  and 
all  along  the  line  of  gradation.  Now,  that  is  the  difficult  thing  in 
this  world  to  do,  in  my  opinion,  and  to  do  it  justly  and  fairly. 

Mr.  Garretson.  It  is. 

Senator  Cummins.  What  is  your  plan  for  doing  it? 
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Mr.  Garretson.  Now,  you  are  carrying  me  into  a  field  where  I,  in 
common  with  every  man,  can  only  draw  on  experience  or  upon  con- 
clusions reached,  as  based  upon  that  experience;  in  other  words, 
purely  opinion ;  but  I  apply  the  experience  of  the  past  to  the  future, 
influenced  by  the  opinions  which  I  have  formed  from  that  experience ; 
and,  therefore,  my  opinions  must  go  with  just  the  proper  value  at- 
tached to  them,  keeping  those  things  in  mind.  For  more  than  30 
years  I  have  dealt  almost  exclusively  with  the  question  of  the  adjust- 
ment of  wages  as  between  certain  classes  of  employees  and  their  em- 
ployers. While  the  question  itself  might  be  said  to  be  a  narrow  one, 
all  the  elements  that  enter  railway  operation  and  all  the  elements 
that  enter  into  the  ordinary  relations  between  the  employer  and  the 
employee,  with  all  the  host  of  questions  that  are  associated  there- 
with and  upon  which  conclusions  are  based,  have  during  that  30 
years  either  entered  through  my  ears  or  been  shot  in  my  leg — to  use 
the  ordinary  form  of  description  when  you  do  not  want  to  absorb 
something. 

Consequently,  my  views  on  this  subject  are  as  varied  as  Joseph's 
coat  was  in  colors.  No  class  should  be  permitted  to  wholly  determine 
its  own  remuneration.  The  master  class — to  use  the  shibboleth  of 
the  Socialists — has  for  50  centuries  fixed  all  that;  and  it  is  only 
within  a  comparatively  limited  period  that  the  servant  class — using 
the  same  nomenclature — has  been  able  to  demonstrate  its  right  even 
to  a  voice  in  fixing  rates  of  pay  and  conditions  of  service. 

Now,  I  am  going  to  say  something  that  is  utterly  anti-Bolshevik. 
The  tyranny  of  one  class  will  never  be  less  than  the  tyranny  of  the 
other.  That  is  a  foregone  conclusion  if  human  nature  travels  on  the 
same  lines  it  has  always  traveled :  and  there  must  be  between  the  two 
extremes — the  tyranny  of  the  serf  and  the  tyranny  of  the  overlord — 
a  cushion  composed  of  men  fairly  free  from  the  basic  principles  which 
dominate  either.  A  means  must  be  devised  for  that  purpose.  To 
show  you  how  we  have  worked  it  out  just  among  ourselves — and  I 
am  using  the  word  "  ourselves"  as  applied  to  officialdom  on  the  rail- 
Avays  and  the  employees  under  the  private  ownership  system — per- 
sonally I  held  the  view  for  a  great  many  years  that  a  time  would 
come  when  we  would  be  able  to  adjust  the  matters  that  arose  between 
us,  outside  of  the  economic  questions,  by  a  tribunal  composed  of  equal 
representation  from  both  sides. 

As  long  ago  as  1910  I  said  to  a  party  of  railway  presidents  in  this 
city  when  they  had  addressed  certain  queries  to  me  as  to  what  I 
thought  would  be  the  final  outcome  of  these  big  collective  move- 
ments— I  said,  "  The  day  will  come  when  a  tribunal  composed  of 
representatives  of  the  operating  departments — not  underlings — and 
representatives  of  these  labor  groups  of  the  highest  official  class  will 
meet  and  dispose  of  those  questions  and  not  leave  them  at  the  mercy  of 
the  individual  who  desires  to  pervert  the  meaning  of  the  agreements." 

Senator  Pomerene.  Do  you  mean  by  that  the  umpire? 

Mr.  Garretson.  There  is  no  umpire  in  that  method. 

Senator  Pomerene.  You  said  instead  of  leaving  it  to  the  mercy 
of  some  individual,  and  I  thought  you  meant  by  that  the  umpire. 

Mr.  Garretson.  No;  I  meant  the  underling.  The  greatest  troubles 
that  arise  between  us  are  those  that  arise  from  the  ambitions  of  the 
two  kinds  of  men — and  I  assume  our  share  of  that  burden — the 
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would-be  statesman  in  our  ranks  who  wants  to  pervert  the  meaning 
of  that  agreement  for  his  own  gain  or  for  prestige  among  his  fellows, 
and  the  ambition  of  the  petty  official  who  feels  that  it  would 
strengthen  his  chances  for  promotion  if  he  could  pervert  its  meaning. 
Now,  it  should  be  interpreted  by  the  men  who  make  it.  What  took 
place  following  the  passage  of  the  Adamson  Act?  A  commission 
was  created,  consisting  of  four  men  of  authoritative  rank  from  the 
railway  companies  and  four  from  our  organizations,  and  they  went 
along  until  December  28,  when  the  roads  were  taken  over,  and  they 
disposed  of  90  per  cent  of  the  disputes  that  came  before  them  with- 
out a  dissenting  vote  from  the  eight.  We  continued  that  under  the 
director  general.  Three  boards  have  been  created  of  exactly  like 
character,  composed  of  equal  representation  from  the  official  class 
and  the  employed  class,  respectively,  and  I  can  speak  authoritatively 
in  regard  to  the  one  board  that  determines  the  affairs  of  the  four 
brotherhoods,  and  I  want  to  say  that  they  have  disposed  of  300  cases 
without  a  dissenting  vote  from  any  of  the  eight  members. 

Senator  Townsend.  May  I  interrupt  you  there?  I  do  not  want  to 
be  considered  discourteous,  but  I  am  on  a  conference  committee  and 
have  to  leave  now,  but  I  am  going  to  read  very  carefully  what  you 
are  saying.  I  did  not  want  you  to  feel  that  I  was  discourteous  in 
leaving. 

Mr.  Garretson.  Certainly,  Mr.  Townsend.  We  recognize  noblesse 
oblige. 

Senator  Cummins.  I  think  so  far  as  the  minimum  that  every 
worker  should  receive,  there  is  not  or  ought  not  to  be  very  much 
difficulty  in  determining  that.  When  you  come  to  the  higher  posi- 
tions, there  is  a  very  great  deal  of  difficulty,  because  it  spreads  all 
the  way  from  a  compensation  of  $1,200  a  year  to  a  compensation  of 
$50,000  a  year  or  more. 

Mr.  Garretson.  Yes;  it  is  the  gradation  that  presents  the  diffi- 
culty. 

Senator  Cummins.  Your  plan  or  the  plan  presented  by  Mr.  Plumb 
is  a  plan  for  private  operation  instead  of  Government  operation  ? 

Mr.  Garretson.  Yes. 

Senator  Cummins.  The  directorate  would  be  composed  of  three 
men  of  one  class  and  three  of  another — or  if  you  were  to  have  twelve 
members 

Mr.  Garretson  (interposing).  Assuming  there  are  nine. 

Senator  Cummins.  Yes;  and  three  appointed  from  the  Govern- 
ment? 

Mr.  Garretson.  Yes. 

Senator  Cummins.  Under  that  plan  how  are  you  going  to  compose 
the  board  that  is  to  fix  wages,  and  what  heed  will  those  who  are 
affected  by  the  decision  pay  to  it? 

Mr.  Garretson.  Here,  Senator,  you  will  note  on  page  11,  there  is 
the  exact  skeleton  of  the  present  boards  of  adjustment  and  wage 
boards  which  are  in  existence  under  the  director  general  at  the  pres- 
ent time.  This  suggestion  simply  provides  a  tentative  plan.  Bear 
in  mind  that  there  is  really  not  a  detail  in  Mr.  Plumb's  plan  except 
a  tentative  detail. 

Senator  Cummins.  I  understand. 

Mr.  Garretson.  That  being  the  case,  my  interpretation  of  the 
sug^gestion  is  this :  It  provides  for  the  continuance  of  boards  similar 
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to  those  which  were  first  created  and  which  I  have  just  described. 
That  was  known  in  railway  parUxnce  as  "  the  commission  of  eight." 
It  determined  all  questions  except  wage,  and  it  determined  the  ap- 
plication of  wage  to  the  various  agreements  on  the  lines.  When 
the  roads  were  taken  over  by  the  Government,  listening  not  only  to 
our  suggestion,  but  to  the  suggestions  of  the  railway  officials,  the 
director  general  provided  for  the  continuation  of  that  idea,  and  ho 
created  three  boards  of  exactly  similar  composition,  because  they 
were  necessary  to  pass  upon  the  claims  of  the  various  classes.  No.  1 
deals  only  with  the  four  brotherhoods;  No.  2  deals  with  the  shop 
crafts;  No,  3  deals  with  certain  specific  organizations  and  the  residue 
of  the  employees;  but  they  all  embody  exactly  that  idea.  And  this 
plan  provides  for  the  creation,  first,  of  a  wage  board,  composed  like 
the  present  wage  board  under  the  director  general,  and  for  the 
various  boards  of  adjustment  or  adjudication,  that  have  no  power 
to  deal  with  wages,  but  which  determine  all  questions  of  controversy 
arising  under  the  various  agreements,  subject,  in  case  of  disagree- 
ment— and  there  the  director  general  himself  becomes  the  umpire^ 
which  was  referred  to  a  moment  ago. 

Senator  Cummins.  That  is  the  point  I  was  coming  to. 

Mr.  Garretson.  This  suggestion  provides  that  the  board  of  di- 
rectors should  be  the  umpire. 

Senator  Cummins.  Under  the  present  plan  of  Government  opera- 
tion, if  there  is  any  disagreement  it  is  finally  settled  by  the  director 
general,  who  represents  the  Government  of  the  United  States? 

Mr.  Garretson.  Under  the  present  system,  yes;  under  Mr.  Plumb's 
suggestion,  no." 

Senator  Cummins.  Under  Mr.  Plumb's  suggestion  there  is  nobody 
to  settle  the  disagreements? 

Mr.  Garretson.  Yes;  it  is  referred  to  the  board  of  directors  of 
this  private  corporation. 

Senator  Cummins.  But  suppose  they  do  not  agree? 

Mr.  Garretson.  If  thej'^  clo  not  agree — well,  it  is  hard  for  nine 
men — assuming  that  the  board  of  directors  is  an  odd  number,  there 
must  be  some  conclusion  reached. 

Senator  Cumtmins.  That,  however,  you  have  said  would  not  neces- 
sarily be  finally  accepted  by  those  who  were  affected  by  it?  They 
still  reserve  their  right  to  quit  in  concert  ? 

Mr.  Garretson.  There  is  what  I  want  to  draw  your  attention  to 
as  to  my  meaning  in  the  former  statement.  Bodies  of  men — not 
necessarily  employees  at  all — will  always  abide  by  the  law  which 
governs  them,  whether  it  is  an  agreement  between  them  and  their 
employers,  whether  it  is  a  voluntary  agreement  that  they  have  en- 
tered into  with  their  associates,  or  whether  it  is  the  law  of  the  land 
to  whose  flag  they  have  sworn  allegiance,  until  it  reaches  a  stage 
where  irritation  has  carried  the  question  beyond  control.  Then  they 
will  always  exert  the  right  that  is  commended  under  some  of  our  own 
declarations  of  liberty,  to  overturn  existing  arrangements,  if  they 
are  dishonestly  administered.  That  is  what  I  mean.  We  have  a  thou- 
sand agreements  with  our  employ ers*i that  provide  that  the  decision 
of  the  general  manager  shall  be  final ;  but  the  fact  is  that  the  decision 
of  the  general  management  is  not  final  at  times. 

Senator  Cummins.  You  do  not  quite  get  my  idea.  It  is  definitely 
asserted  here  that  if  we  provide  this  tribunal  for  the  settlement  of 
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these  difficult  questions,  it  must  be  made  then  unlawful  for  those  who 
are  affected  by  the  decision  to  combine  together  and  strike  in  order 
to  bring  pressure  to  bear  upon  the  employer  for  an  increase  of  wages 
or  for  better  conditions,  whatever  it  may  be ;  and  I  wanted  to  get  very 
clearly  your  idea  about  that  part  of  the  proposition. 

Mr.  Gaeretson.  Senator,  it  is  a  question  that  I  can  not  hesitate 
to  answer  as  I  believe,  regardless  of  what  construction  may  be  placed 
on  this  statement.  A  little  while  ago  I  made  the  statement  that  I 
know  men  fairly  well.  The  enactment  of  a  law  that  it  is  known  will 
be  broken  is  the  very  acme  of  unwisdom,  for  it  is  calculated  to  create 
contempt  for  the  law.  Go  right  across  the  line  and  take  what  is 
known  as  the  Le  Mieux  Act  in  Canada — and  bear  in  mind  that  I  am 
not  talking  from  hearsay.  That  plan  had  its  origin  with  W.  L.  Mc- 
Kenzie  King,  former  minister  of  labor  of  the  Dominion  of  Canada, 
and  who  was  the  first  Crown  officer  who  was  charged  with  its  applica- 
tion. I  have  heard  McKenzie  King  testify  that  there  were  not  jails 
enough  in  the  Dominion  to  hold  the  men  that  violated  the  law. 
Nothing  in  God's  world  can  create  the  same  contempt  for  law  as  the 
enactment  of  statutes  that  encourage  lawbreaking;  and  just  as  I 
stated  to  you  before,  the  time  will  come  when  in  these  industrial 
crises  men  come  to  the  stage  of  exasperation  where  they  break  away 
from  the  control  of  their  own  executives — note  the  Seattle  fiasco, 
where  the  local  unions  all  acted  in  defiance  of  the  instructions  of  their 
international  officers — and  when  they  will  break  away  from  the  con- 
trol of  the  laws  of  their  organizations  and  from  the  domination  of 
their  chiefs,  they  will  break  the  law  of  the  land,  if  from  their  stand- 
point that  law  has  invaded  an  inherent  right  and  delivered  them, 
bound  hand  and  foot  into  the  control  of  those  who  they  say  are  their 
oppressors.  I  am  telling  you  honestly  what  I  believe,  regardless  of 
any  misinterpretation  that  might  be  placed  upon  the  statement  that 
I  make. 

Senator  Cummins.  The  plan  to  which  you  have  given  your  general 
approval  means  that  when  the  Government  has  acquired  the  property 
in  one  way  or  another  and  has  issued  its  obligations  for  it  it  shall 
then  be  turned  over  to  the  corporation  which  is  proposed,  with  the 
obligation  on  the  part  of  that  corporation  to  pay  certain  fixed 
charges — the  capital  charge  and  the  cost  of  maintenance  and  opera- 
tion— and  then  the  profits  are  to  be  divided  half  and  half  between 
those  who  operate  the  property  and  the  Government? 

Mr.  Garretson.  Yes. 

Senator  Cummins.  That  is  substantially  a  lease  by  the  Government 
to  this  corporation,  is  it  not? 

Mr.  Garretson.  In  one  sense  it  undoubtedly  is,  except  that  the 
Government  retains  all  its  rights  unimpaired  to  terminate  that 
method  whenever  it  fails  in  its  mission.  In  other  words,  all  rights 
are  vested  in  the  Government :  all  obligations  rest  upon  the  cor- 
poration. 

The  Chairman.  There  is  a  call  of  the  Senate  now.  The  committee 
will  stand  adjourned  until  to-morrow  morning. 

Mr.  Garretson.  Mr.  Chairman,  yesterday,  in  your  absence,  I 
called  the  attention  of  the  committee  to  the  fact  that  I  have  an  ap- 
pointment for  to-morrow  which  will  prevent  my  attendance  at  that 
time.    If  there  are  any  other  questions 

Senator  Cummins  (interposing).  T  have  no  further  questions. 
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The  Chairman.  I  am  not  advised. 

Senator  Kellogg.  I  shall  not  ask  the  witness  to  come  back. 

The  Chairman.  You  will  be  in  position  to  come  again,  Mr.  Gar- 
retson  ? 

Mr.  Garretson.  Yes;  I  can  come  again,  except  that  to-morrow,  in 
company  with  certain  of  my  associates,  I  have  an  engagement  with 
the  Director  General  of  fJailroads,  which  was  made  before  the  date 
for  my  appearance  here  had  been  arranged,  and  I  will  have  to  ask 
the  indulgence  of  the  committee  until  I  have  finished  that.  It  may 
take  to-morrow  and  next  day,  and  it  may  only  take  to-morrow. 

The  Chairman.  Very  good.  If  any  member  of  the  committee  de- 
sires to  have  you  come  again,  we  will  notify  you. 

Mr.  Garretson.  Very  well. 

Senator  La  Follette.  I  think  it  may  be  understood  that  Mr.  Gar- 
retson will  be  here  for  further  examination,  if  it  is  desired,  later. 

Mr.  Garretson.  Yes. 

Senator  Pomerene.  You  referred  to  the  Le  Mieux  law  of  Canada? 

Mr.  Garretson.  Yes. 

Senator  Pomerene.  Does  that  relate  to  the  settlement  of  labor 
difficulties? 

Mr.  Garretson.  Wholly  and  absolutely.  The  title  of  the  act  I 
forget.  It  is  always  referred  to  as  the  "  Le  Mieux  Act,"  because  he 
was  the  minister  who  introduced  it. 

Senator  Cummins.  I  want  to  put  into  the  record  two  plans  for 
the  solution  of  this  problem  which  I  have  received  and  to  which  I 
do  not  give  my  assent  as  a  whole,  but  I  think  they  are  well  worth 
placing  in  the  record.  One  is  a  plan  for  the  solution  of  the  railway 
problem  by  Jules  S.  Bache  and  the  other  is  an  address  delivered  by 
Mr.  Paul  M.  Warburg  at  the  monthly  meeting  of  the  Chamber  of 
Commerce  of  the  State  of  New  York  on  February  6,  1919. 

The  Chairman.  Very  well.    Without  objection,  it  is  so  ordered. 

(The  matter  referred  to  by  Senator  Cummins  is  here  printed  in 
full  below,  as  follows:) 

Plan  fob  the  Solution  of  the  Railroad  Problem. 
[By  Jules  S.  Bache.] 
OUTLINE    OF    PLAN.  

Corporations  to  be  formed  to  tnke  over  all  railroads  through  the  instrumental- 
ity of  a  new  corporation  to  he  known  as  the  interstate  commerce  corporation. 

Capital— Fi\e  hundred  million  dollars,  to  be  contributed  by  the  United  States 
Treasury. 

Directors. — To  be  appointed  by  Congress  or  by  the  President. 

Objects.— To  segregate  all  the  railroads  of  the  United  States  into  regional 
conwrations  of  not  over  18. 

To  receive  the  stocks  and  bonds  of  all  the  railroads  and  exchange  them  for 
the  stocks  of  the  regional  corporations  so  formed. 

To  guarantee  interest  on  such  new  stocks  at  minimum  rates,  as  hereinafter  set 
forth. 

To  fix  and  control  rates  of  transportation,  rail  and  water,  so  that  earnings 
shall  meet  such  interest  payments  on  stocks  of  regional  corporations  and  so 
warrant  the  interstate  commerce  corporation's  guaranty. 

Stocks  to  he  issued  by  regional  corporations. —  (1)  Four  and  one-half  per  cent 
nonparticipating  stock;   (2)  4h  per  cent  profit-sharing  stock. 

All  bonds  and  preferred  stocks  of  existing  roads  to  be  exchanged  for  4i  per 
cent  nonparticipating  stock,  as  hereinafter  apportioned. 
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All  conmion  stock  of  existing  railroads  to  be  exchanged  for  4i  per  cent 
profit-sharing  stock,  on  terms  as  hereinafter  provided ;  dividends  on  such  stock 
to  be  on  a  rising  scale  as  earnings  justify,  as  hereinafter  specified. 

New  flnancing. — For  improvements,  betterments,  extensions,  etc.,  to  be  pro 
vided  by  sale  of  4|  per  cent  nonparticipating  stock. 

Directors  of  regional  corporations. — To  be  elected  by  stockholders  of  the  re- 
spective corporations,  as  is  now  done  in  railroad  corporations,  but  the  interstate 
commerce  corporation  shall  have  right  to  appoint  two  directors  in  each  regional 
corporation,  one  of  whom  shall  be  appointed  a  member  of  the  executive  com- 
mittee in  such  corporation. 

Board  of  final  resort. — To  which  appeal  may  be  made  from  the  decisions  of 
the  interstate  commerce  corporation.    Decisions  of  this  board  shall  be  final. 

It  is  to  consist  of  five  (or  more)  members. 

One  to  hold  a  life  position ;  the  others  to  hold  five-year  terms. 

Half  of  remaining  members  to  be  designated  by  the  present  committee  of 
railroad  presidents,  and  thereafter  by  action  of  all  the  presidents  of  the 
regional  coi^porations. 

Half  to  be  appointed  by  the  Brotherhood  of  Railroad  Operatives. 

All  of  the  appointees  to  be  subject  to  confirmation  by  the  Senate. 

PLAN    IN    DETAIL. 

Introduction-. — 1.  Assuming  that  practically  the  entire  public  is  against 
Government  ownership,  it  should  be  stated  at  the  outset  that  this  plan  does 
not  contemplate  that  the  Government  ^hall  own  any  part  of  the  railroad  mile- 
age that  is  affected  by  the  plan,  nor  does  any  instrument  of  the  Government 
come  actually  into  possession  of  any  railroad  mileage.  The  only  way  in  which 
the  Government  is  involved  in  these  operations  is  in  creating  the  corixtra- 
tion,  which,  for  the  purposes  of  this  plan,  1  am  calling  the  interstate  com- 
merce corporation,  and  in  supplying  its  cai)ital,  out  of  Government  funds. 
This,  it  is  claimed  by  competent  legal  authority,  it  is  authorized  to  do  in  the 
interstate  commerce  act  itself. 

2.  The  corporation  thus  formed  at  no  time  becomes  the  owner  of  any  rail- 
road mileage,  or  even  any  railroad  securities,  but  for  a  short  space  of  time 
becomes  the  medium  for  collecting  the  securities  representing  the  railroad 
mileage  of  the  United  States,  with  a  view  of  combining  and  consolidating 
this  mileage  into  a  few  companies  and  then  returning  the  equivalent  of  these 
securities  to  their  original  owners  in  the  shape  of  new  securities  of  the  con- 
solidated companies. 

3.  After  having  once  performed  that  fimction,  the  corporation  merely  acts  as 
a  controlling  factor  for  the  railroatls  on  behalf  of  the  Govoriunent,  and  is 
responsible  for  the  guaranty  attached  by  it  to  the  consolidated  securities, 
when  it  has  turned  same  over  to  their  proper  owners. 

4.  To  any  objections  that  might  be  raised  that  there  is  no  compelling  force 
which  will  make  security  holders,  and  particularly  stockholders,  accept  this 
plan,  I  should  answer  that  all  bondholders  will  promptly  accept,  since  instead 
of  the  limited  market  which  the  many  thousands  of  bond  is- ues  have  to-day, 
they  will  hold  part  of  a  stock  issue  which  is  assured  of  an  enormous  and  con- 
stant market,  as  no  one  particular  class  of  nonparticipating  stock  is  likely  to 
be  of  a  smaller  amount  than  .$1,000,000,000. 

In  the  event  of  less  than  two-thirds  of  a  stock  issue  of  any  one  corpora- 
tion assenting,  the  mileage  of  said  corporation  need  not  be  included  in  this 
plan,  even  though  all  of  the  bonds  have  been  deposited,  and  such  property 
shall  continue  to  be  operated  as  its  ^tock  ownership  shall  decide;  such  corpora- 
tion shall  not  be  thereafter  barred  from  joining  the  new  corporation  to  which 
it  was  originally  assigned,  except  that  the  board  of  final  resort  may  penalize 
such  stock  as  may  have  failed  so  to  assent,  by  taking  over  such  stock  at  its 
depreciated  value,  if  such  depreciation  shall  have  occurred  in  the  interval. 

Should  there  be  any  such  corporations  which  may  not  elect  to  join  in  the 
plan  (which  seems  improbable),  and  the  interstate  commerce  corporation  shall 
have  received  a  deposit  of  the  bonds  of  said  corporation  and  allotted  and  paid 
out  its  nonparticipating  stock  therefor,  such  bonds  shall  be  held  by  the  inter- 
state conunerce  corporation,  and  in  the  event  of  said  bonds  not  paying  their 
interest,  which  in  all  cases  will  be  higher  than  the  interest  paid  out  by  the 
interstate  commerce  corporation  on  its  nonparticipating  stock  is-uetl  therefor, 
the  said  corporation    (the  interstate  commerce  corporation)    shall   assert   its 
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legal  right  though  the  original  trustees  of  the  various  indentures  under  which 
these  bonds  were  issued. 

Realizing  that  some  corporations  now  controlled  by  common  stock  which, 
under  the  three-year  plan  contemplated  in  these  suggestions,  or  any  other  plan 
which  might  be  used,  might  show  no  asset  or  earnings  value  whatever,  it 
shall  be  the  express  duty  of  the  board  of  final  resort  to  arrive  at  an  equitable 
valuation  of  the  reasonable  expectancy  value,  so  that  there  would  practically 
be  no  railroad  stock  now  outstanding,  and  not  in  a  receivership,  which  woukl 
not  get  some  fair  distribution  of  the  profits-sharing  stock,  no  matter  how 
small,  and  thus  encourage  its  owners  to  accept  the  plan. 

I  have  adopted  the  average  three-year  period  used  by  Director  General  Mc- 
Adoo  in  taking  over  the  railroads  (1)  because  I  consider  it  a  fair  period  to 
take,  and  (2)  because  tlie  public  mind  has  become  used  to  it. 

In  almost  every  instance  where  asset  valuation  of  railroad  companies  has 
been  determined,  I  find  that  there  is  comparatively  little  difference  in  the 
amount  of  profit-sharing  stock  that  will  be  issued  thereunder. 

The  plan. — 1.  By  act  of  Congress  there  is  to  be  formed  a  corporation,  which, 
for  the  purposes  of  this  plan,  I  shall  name  the  interstate  commerce  corporation, 
which  shall  be  started  with  a  contribution  from  the  United  States  Treasury  of 
the  sum  of  $500,000,000  as  capital,  and  the  directors  thereof  appointed  as  Con- 
gress may  determine,  presumably  by  the  President  of  the  United  States,  for 
such  periods  as  the  Congress  may  determine. 

A  revolving  board,  so  that  at  no  time  would  there  be  an  entirely  new  board 
of  directors,  would  be  advisable. 

2.  The  functions  of  this  corporation  shall  be  for  a  short  period:  {a)  To  act 
as  the  agency  which  will  collect  all  of  the  securities  now  outstanding  on  the 
railroad  mileage  of  the  United  States;  (ft)  to  issue  therefor  its  negotiable 
receipts;  (c)  to  proceed,  in  cooperation  with  the  board  of  final  resort  (so  named 
for  the  purposes  of  this  plan)  to  segregate  these  properties  into  regional  roads, 
limiting  these  to,  say,  18  corporations;  (d)  when  this  shall  have  been  accom- 
plished, to  distribute  to  the  original  depositors  the  securities  to  which  they  are 
entitled  under  this  plan;  (e)  to  designate  and  control  the  rates  of  transporta- 
tion, both  water  and  rail,  so  that  the  guarantees  by  the  said  corporation  shall 
be  safeguarded  and  full  justice  done  to  all  sections  of  the  country. 

Any  action  of  this  corporation  can  be  appealed  from  to  the  board  of  final 
resort,  and  the  decision  of  the  latter  shall  be  considered  final,  unless  some 
method  can  be  devised  to  make  the  decisions  of  the  latter  reviewable  by  the 
Supreme  Court  of  the  United  States. 

I  include  rates  on  water  transportation,  since  it  will  be  essential  that  com- 
petition by  coastwise  water  transportation  companies  must  also,  by  legislation, 
be  brought  under  the  control  of  the  Government  in  order  to  make  it  possible  for 
the  interstate  commerce  corporation  to  so  regulate  rates  that  it  shall  be  fully  In 
a  position  to  pi'otect  its  guarantees. 

3.  As  a  part  of  the  act  a  board  of  final  resort  (so  named  for  the  purposes  of 
this  plan)  shall  be  formed  to  act  altogether  independently  of  the  interstate  com- 
merce corporation,  consisting  of  five  members ;  four  of  them  to  be  appointed  for 
periods  of  five  years,  the  fifth,  and  chairman,  to  hold  a  life  position,  with  a 
salary  commensurate  with  such  position. 

Of  the  four  five-year  members  of  the  board,  two  shall  be  designated  for 
appointment  by  the  committee  of  railroad  presidents  as  now  constituted,  and 
future  appointments  to  be  designated  by  the  action  of  all  of  the  presidents  of 
the  reox'ganized  roads  as  then  constituted. 

The  two  other  members  shall  be  designated  for  appointment  by  the  brother- 
hoods of  railroad  operatives,  but  each  and  every  one  of  these  four  shall  have 
been  for  the  period  of  at  least  five  years  prior  to  their  appointment  actually 
engaged  in  practical  railroad  operation,  either  financially  or  physically. 

The  fifth  member  shall  be  designated  for  appointment  by  the  Supreme  Court 
of  the  United  States  and,  if  possible,  from  the  number  of  circuit  .indges. 

If  a  larger  membership  than  five  is  decided  upon,  then  the  proportion  as  to 
the  composition  of  the  membership  above  noted,  exclusive  of  the  chairmanship, 
is  to  be  maintained. 

The  seat  of  the  board  of  final  resort  shall  be  permanently  either  in  Chicago 
or  New  York,  and  from  its  decisions  there  shall  be  no  appeal,  except  such  as 
may  be  provided  by  the  Constitution  of  the  United  States.  This  board  shall, 
after  the  interstate  commerce  corporation  has  assumed  control  of  the  railroad 
mileage  of  the  United  States,  proceed  in  conjunction  with  said  interstate  com- 
merce corporation  to  form  the  necessary  number  of  corporations,  limited  to  18- 
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and  the  interstate  commerce  corporation  sliall  tlien  issue  stock  in  tliese  various 
coiporations  to  the  original  depositors  or  holders  of  their  transferable  receipts 
for  said  stock,  this  stock  being  divided  into  and  named  after  the  various  corpo- 
rations thus  formed. 

If  in  the  final  disposition  of  any  one  railroad  property  the  actual  mileage  of 
that  property  is  allocated  to  two  or  more  corporations,  the  depositing  stockholder 
would  ultimately  be  paid  in  new  securities  on  a  mileage  basis  in  the  stock  of 
the  various  corporations  into  which  his  road  has  been  absorbed,  thus  conserving 
to  him  all  possibilities  of  profit. 

4.  Stockholders  in  each  corporation  shall  retain  all  their  rights  of  voting, 
shall  elect  their  own  directors,  who  shall  elect  and  appoint  various  officers  and 
managers  on  each  board  of  directors.  The  interstate  commerce  corporation 
shall  have  the  right  to  appoint  two  directors  in  each  corporation,  and  one  of  the 
two  shall  be  a  member  of  the  executive  committee. 

5.  Expenditures  for  improvements,  betterments,  equipment,  spur  lines,  exten- 
sions, etc.,  shall  be  financed  by  the  issue  of  nonparticipating  stock.  Holders  of 
profit-sharing  stock  shall  have  the  first  right  to  subscribe  thereto,  and  in  the 
event  of  said  stockholders  not  availing  themselves  of  this  privilege  the  interstate 
commerce  corporation  shall  have  all  po\v'er  to  negotiate  the  sale  thereof  to  the 
investing  public. 

Such  expenditures  for  improvements,  betterments,  extensions,  etc.,  shall  be 
made  by  the  voluntary  action  of  each  company,  approved  of  by  the  interstate 
commerce  corporation,  or  in  the  event  of  their  refusing  to  approve  of  same  by 
the  board  of  final  resort,  or  shall  be  made  by  the  various  lines  on  the  demand 
of  the  interstate  commerce  corporation  or  of  the  board  of  final  resort,  and  the 
stock  issued  for  such  financing  shall  be  included  in  the  guaranty  of  the  inter- 
state conmierce  corporation. 

The  guaranty  of  4^  per  cent  shall  be  made  on  the  face  of  each  certificate  by 
the  interstate  commerce  corporation,  which  shall  have  the  authority  and  respon- 
sibility of  fixing  rates  of  transportation  upon  a  plane  that  will  yield  the  cost  of 
operation,  the  interest  on  the  4*  per  cent  nonparticipating  capital,  and  the 
minimum  of  return  guaranteed  in  this  plan.  In  the  event  of  the  failure  in  any 
one  year  of  any  or  all  of  the  corporations  to  so  earn  its  or  their  mininnnn 
guaranties,  the  interstate  commerce  corporation  shall  nuike  payment  to  said 
corporations  of  any  deficit  arising  out  of  their  operation  from  the  capital  fund 
of  said  interstate  commerce  corporation,  such  advances  to  be  I'etained  by  them 
out  of  future  earnings,  so  that  their  original  capital  shall  continue  intact  before 
they  shall  be  deemed  to  have  earned  any  profit  which  would  accrue  to  the 
United'  States  Treasury. 

7.  Payment  shall  be  made  to  the  depositing  holders  as  follows:  (1)  A  4i  per 
cent  nonparticipating  stock,  with  prior  clMims  on  the  assets  of  issuing  corpo- 
ration;  (2)  a  4*  per  cent  profit-sharing  stock. 

The  4i  per  cent  nonparticipating  stock  shall  be  redeemable  at  the  option  of 
the  interstate  commerce  corporation  at  any  time  after  15  years,  which  means 
that  it  shall  be  convertible  into  a  lower  rate  of  interest,  if,  at  any  time,  after 
said  period,  the  interstate  counnerce  corporation  finds  that  this  is  feasible. 

The  4*  per  cent  profit-sharing  stock  shall  be  irredeemable. 

8.  The  4A  per  cent  nonparticipating  stock  shall  be  issued  to  depositors  of 
bonds  and  preferred  stocks  of  the  present  corporations  on  the  basis  of  4i  per 
cent  stock  as  against  5  per  cent  bonds  or  preferred  stock  Thus,  a  5  per  cent 
bond  or  pi-eferred  stock  would  lecoive  par  in  the  4i  per  cent  nonparticipating 
stock;  a  4  per  cent  bond  or  prelem-d  stocic  would  receive  SO.  etc. 

Naturally,  these  bonds  would  only  be  accepted  at  these  rates  where  the  roads 
in  question  had  shown  in  the  test  period  to  have  fully  earned  their  interest. 
Many  exceptions  to  this  division  would  be  found,  and  the  merits  of  each  case 
could  be  settled  by  the  Board  of  Final  Resort;  for  instance,  the  G  per  cent 
income  bonds  of  tlie  St.  Louis  &  San  Francisco  Railroad,  which,  while  they 
have  always  earned  their  interest  since  the  reorganization  in  that  property, 
should  not  receive  what  would  accrue  to  them  under  ihis  plan,  but  should 
receive  a  dirtercntial  treatment  based  on  the  securities  against  which  they 
were  originally  issued. 

A  stock  like  the  Chicago  &  Northwestern  S  per  cent  preferred  stock,  which 
divides  earnings  witli  the  common,  over  8  per  cent,  should  have  especial  con- 
sideration. 

9.  The  pr<)fiL-.sharing  stock  shall  participnte  in  the  profits,  receiving  the  whole 
of  additional  earnings  up  to  i  per  cent  above  the  guarantee,  entitling  them  to 
5  per  cent ;  three-fourths  of  the  next  1  per  cent  earneil,  nniking  GJ  per  cent ; 
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one-half  of  any  part  of  the  next  2  per  cent  earned,  making  6 J  per  cent;  and 
25  per  cent  of  all  profits  in  excess  thereof. 

The  percentages  not  allocated  hereunder  to  the  profit-sharing  stock  to  go 
into  the  treasury  of  the  interstate  commerce  corporation,  from  which  treasury 
any  excess  over  the  $500,000,000  capital  shall  go  into  the  Treasury  of  the 
United  States. 

10.  The  profit-sharing  stock  shall  be  issued  on  the  basis  of  one  share  of  profit- 
sharing  stock  in  proportion  to  $7  of  earnings,  as  shown  in  the  test  period  of 
three  years  used  in  the  recent  taking  over  of  the  railroads  by  the  Federal 
Government ;  thus,  when  a  railroad  shows  7  per  cent  earned  on  its  capital 
during  the  test  period,  the  holder  of  each  share  would  receive  one  share  of 
4^  per  cent  profit-sharing  stock,  and  the  railroad  showing  only  3^  per  cent 
earned  on  its  stock  during  the  test  period  its  stockholder  would  receive  one- 
half  of  a  share  of  4^  per  cent  profit-sharing  stock. 

11.  The  interstate  commerce  corporation  should  have  full  latitude  in  tlie 
taking  over  of  bonds,  notes,  etc.  Short-term  notes,  and  bonds  issued,  shortly 
to  mature,  should  be  allowed  to  mature,  and  then  be  paid  off  with  the  pro- 
ceeds of  an  issue  of  4i  per  cent  nonparticipating  stock  of  the  particular  rail- 
road organization  in  question. 

CONCLUSION. 

1.  The  savings  under  this  plan  would  be:  (1)  The  difference  between  the 
necessity  of  the  corporations  to  earn  7  per  cent  under  former  managements, 
as  against  4*  per  cent  under  this  plan,  or  about  one-third  of  the  amount  of 
diviclends  in  the  present  guaranty  of  the  Government,  viz,  about  .$95,000,000; 
(2)  one-tenth  of  the  amount  of  interest  on  bonds,  or  preferred  stocks  included 
in  the  present  guaranty  of  the  Government,  or  about  $50,000,000;  (3)  the  dif- 
ference between  the  salaries  of  between  12  and  IS  presidents  under  this  plan, 
even  though  these  be  large,  and  those  of  some  500  presidents,  large  and  small, 
w^hich  ai'e  now  being  paid;  (4)  banking  commissions  on  future  issues  of  securi- 
ties and  conversions  of  bond  issues  as  they  fall  due,  running  now  into  many, 
may  millions;  (5)  fees  to  lawyers  located  in  practically  every  community 
through  which  present  railroads  run,  and  in  the  capitals  of  all  of  the  sovereign 
States,  running  into  many  millions. 

2.  Without  endeavoring  to  compile  the  statistics,  if  they  could  be  procured,  I 
believe  the  combination  of  expenses  that  could  be  saved  would  easily  amount 
to  20  per  cent  of  the  guaranty  of  the  Government  to-day.  This  is,  of  course, 
assuming  that  the  necessary  legislation  can  be  secured  to  prevent  State  inter- 
ference with  the  reorganized  properties.  However,  Federal  incorporation 
should  protect  the  new  railroad  organizations. 

3.  Smaller  roads  now  burdened  with  the  expense  of  building  new  passenger 
stations,  the  upkeep  of  the  same,  owning  and  keeping  in  repair  passenger  cars 
and  locomotives  to  haul  them,  when  the  logical  outlet  for  the  passenger  traffic 
is  over  some  parallel  road,  could  be  saved  this  expense  and  be  used  in  freight 
business  only. 

4.  Parallel  single-track  roads  could  be  used  as  practically  a  double-track 
organization,  one  track  being  used  for  outgoing  traffic  and  the  other  for  in- 
coming traffic ;  or,  one  track  for  freight  and  the  other  for  passenger,  thus  saving 
numerous  switchings  of  freight  trains  to  permit  the  passenger  trains  to  pass 
them.  In  fact,  it  would  take  a  practical  railroad  expert  to  summarize  all  the 
savings  that  could  be  made  under  this  regional  consolidation. 


A  Suggestion  of  the  Main  Principles  on  which  the  Solution  of  the  Rail- 
EOAD  Problem  Should  be  Sought. 

[Address  delivered  by   Paul  M.  Warburg  at   the   monthly  meeting  of   the  Chamber  of 
Commerce  of  the  State  of  New  York,  Feb.  6,  1919,  New  York  City.] 

Mr.  Chairman  and  fellow  members  of  the  Chamber  of  Commerce  of  the  State  of 
New  York,  after  an  absence  of  almost  five  years,  it  is  a  very  genuine  pleasure  to 
find  myself  among  you  again,  deeply  grateful  for  your  courteous  invitation  that 
brings  me  back  here  to-day.  Much  as  your  call  honors  me,  I  confess,  however, 
to  some  reluctance  in  following  it  because  of  the  fact  that,  not  being  a  railroad 
expert,  it  is  a  well-nigh  impossible  undertaking  for  me  to  attempt  to  throw 
any  new  light  upon  a  topic  so  thoroughly  canvassed  during  these  last  months. 
Indeed,  I  should  not  venture  to  speak  to  you  were  it  not  for  my  belief  that  at 
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this  juncture  certain  basic  ideas  can  not  be  restated  too  often,  and  that  my 
intimate  touch  with  banking  reform  during  the  last  10  years  might  possibly 
enable  me  to  suggest  some  thoughts  helpful  in  dealing  with  the  present  railroad 
•question. 

The  railroad  problem  of  to-day,  in  many  respects,  is  very  analogous  to  the 
banking  pi'oblem  in  1908,  and  it  may  be  profitable  for  us  to  ask  ourselves 
whether  the  solution  then  found  and  the  course  then  pursued  do  not  offer  a 
valuable  cue  in  our  present  search.  It  is  from  this  angle  that  I  am  venturing 
to  approach  the  subject. 

As  the  panic  of  1907  brought  the  banking  situation  to  a  climax,  so  the  rail- 
road problem,  through  the  war,  has  been  brought  to  a  point  where  drastic 
action  is  inevitable.  As  in  1908,  we  find  the  public  tired  of  dilettantic  and 
unscientific  palliative  patchwork,  and  not  only  prepared  but  impatiently  calling 
for  a  thorough  and  final  solution. 

As  in  banking,  we  have  the  two  extreme  schools  of  thought  of  private  owner- 
ship and  operation  versus  ownership  and  operation  by  the  Government.  As 
in  banking,  we  have  the  determined  cry  for  the  latter,  largely  based  upon  the 
record  of  mistakes,  failures,  and  abuses  laid  at  the  door  of  private  operation; 
and,  while,  as  in  banking,  grave  shortcomings  on  the  part  of  private  enterprise 
must  be  admitted,  it  is  now  being  generally  recognized  that  the  real  root  of 
the  evil  lies  in  ill-conceived  and  ill-applied  legislation  and  regulation.  As  in 
banking,  the  legislator's  justified  aim  to  preserve  competition  has  brought 
about  excessive  decentralization.  As  in  banking,  we  have  the  problem  of 
Federal  versus  State  control ;  we  have  deep-rooted  prejudices  to  overcome ;  and 
finall.v,  as  in  banking,  the  whole  question  divides  itself  into  one  of  technique 
and  theory,  on  the  one  hand,  and  the  human  equation,  on  the  other. 

When  last  I  stood  on  this  rostrum  in  January,  1911,  I  submitted  a  report 
as  chairman  of  a  committee  of  five  whom  you  had  sent  to  Washington  to  a 
general  conference  of  chambers  of  commerce  and  boards  of  trade.  That  report 
suggested  fundamental  principles  which  should  underlie  banking  reform,  and 
it  recommended  the  organization  of  a  "  business  men's  league  "  at  Chicago  for 
the  purpose  of  starting  a  nation-wide  campaign  spreading  the  gospel  of  these 
thoughts.  It  may  be  timely  to  recall  that  all  the  main  principles  urged  at  that 
time  by  your  committee  were  subsequently  embodied  in  the  Aldrich  plan  and 
later  in  the  Federal  reseiwe  act. 

The  time  is  ripe  for  attacking  the  railroad  problem  in  the  same  spirit  with 
"Which  we  approached  the  banking  question.  While  I  do  not  feel  that  the 
general  discussion  has  advanced  far  enough  to  permit  of  a  final  conclusion  or 
to  allow  us  to  submit  plans  upon  any  but  a  tentative  basis  as  stepping-stones 
at  best  toward  the  evolution  of  the  final  scheme,  I  believe  it  is  none  too  soon 
to  attempt  to  strip  the  problem  of  its  many  misleading  side  issues  and  to 
•establish  clearly  the  larger  principles  involved.  When  these  principles  have 
been  determined  and  agreed  upon  we  may  confidently  expect  to  find  the  solution 
not  only  for  the  many  puzzling  problems  of  technical  detail,  but  also  for  the 
human  side,  viz.  the  question  of  devising  the  necessary  safeguards  for  an 
■eflicient,  judicious,  and  clean  administration.  In  banking  refoi'm  at  least  it 
was  that  course  that  led  to  success. 

Let  us  proceed  then  by  a  process  of  elimination  of  all  such  phases  as,  once  and 
for  all,  should  be  considered  irrelevant,  or  such  as  should  be  relegated  to  the 
background  until  the  main  questions  have  been  settled.  ' 

The  railroad  problem  presents  itself  in  three  forms:  Private  ownership  with- 
out Government  control.  Government  ownership  and  operation,  and  private 
-ownership  and  operation  under  Government  control  (with  a  variation  of  Gov- 
*^rnment  ownership  and  private  operation  with  which  we  have  dealt  in 
Appendix  No.  2). 

We  need  not  waste  much  time  in  dealing  with  the  question  of  private  I'ail- 
road  ownership  and  operation  unrestricted  by  Government  control.  It  is  uni- 
Tersally  conceded  that  the  establishment  of  adequate  means  of  transportation 
nnd  of  fair  rates,  equal  for  all,  is  a  matter  of  the  highest  public  interest,  and, 
therefore,  a  fit  ohj(>ct  of  Goveriniient  supervision  and  regulation. 

In  ruling  out  from  the  discussion  the  possibility  of  a  return  to  unrestricted 
private  ownership  and  operation  we  eliminate  at  the  same  time  its  three  most 
vicious  concomitants:  Secret  rebates,  excessive  capitalization,  and  obnoxious 
attempts  at  jtolitlcal  domination.  These  practices,  since  the  orgatiization  of 
the  Interstate  Commerce  Commission,  we  may  safely  dismiss  as  things  of  the 
fiast. 
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The  issue  is  then  confined  to  private  ownership  and  operation  under  effective 
Government  regulation  versus  direct  ownersliip  and  operation  liy  tlie  Govern- 
ment. Which  of  the  two  is  more  likely  to  prove  satisfactorv?  "For  hrevity's 
sake  permit  me  in  this  paper  to  refer  to  these  two  methods' as  "Government 
operation  "  and  "  private  operation." 

We  may  admit  that  Government  operation,  as  a  matter  of  theory,  is  the 
.soundest  and  most  desirahle  form  of  railroad  administration  in  a  fully  devel- 
oped country,  where  new  construction  no  longer  plays  an  all-imix)rtant  part, 
where  the  problem  of  railroading  has  become  mainly  one  of  administraticm,  and 
where,  furthermore,  there  exists  an  ideal  government,  as  to  both  form  and'  per- 
sonnel. There  can  not  be  any  doubt  that  with  respect  to  these  prerequisites  the 
time  for  Government  operation  in  the  United  States  has  not  yet  come. 

Anybody  who  has  lived  for  four  years  in  Washington  and  has  had  the 
opportunity  for  intimate  observations  of  the  difficulties,  delays,  and  dangers 
lying  in  the  way  of  Government  administration,  must  shudder  "when  he  thinks 
of  what  would  be  the  result  for  our  body  politic  and  economic  if  20  billions' 
worth  of  railroad  property  became  the  object  of  development  and  operation  by  a 
party  government.  Who  would  believe  that  under  Government  operation  "the 
future  growth  of  our  transportation  system  would  continue  on  economic  lines 
uninfluenced  by  petty  iwlitical  "logrolling"?  The  highest  prewai'  expendi- 
tures ever  authorized  by  ('ongress  amounted  to  about  .$1,000.01)0,000. 

Who  would  dare  to  hope  that  the  railroads'  annual  operating  item  of  ap- 
proximately .$4,000,000,000,  plus  the  amount  necessary  for  additional  capital 
expenditures,  estimated  at  about  one  billion,  could  be  spent  without  ultimately 
contaminating  and  corrupting  our  political  and  social  life?  Who  would  doubt 
that  through  the  elimination  of  competition  and  the  substitution  of  govern- 
mental officialdom  for  private  enterprise  general  efficiency  and  progress  would 
suffer,  while  the  cost  of  operation  would  increase  by  leaps  and  bounds?  Finally, 
is  it  not  fair  to  foresee  that  a  Government  owning  the  railroads  and  becoming 
the  largest  purchaser  of  steel  and  coal  would  soon  find  itself  in  the  position  of 
wishing  to  own  and  operate  the  steel  mills  and  coal  mines  and  to  construct  its 
own  locomotives  and  cai's?  Can  you  imagine  how  many  voters  ultimately  would 
become  dependent  upon  the  Government,  and,  inversely,  how  the  Government 
would  become  dependent  upon  these  voters?  Can  you  imagine  liow  many  Con- 
gressmen would  put  in  claims  for  local  consideration  and  would  have  to  be 
pacified  each  year  before  such  a  railroad  budget  could  be  passed? 

In  inviting  your  attention  to  these  obvious  thoughts,  I  do  not  \\ish  to  say  any- 
thing derogatory  to  our  Government.  The  dangers  outlined  affect  with  equal 
force  any  other  country,  particularly  those  with  a  pariamentary  Government. 
The  British  expert,  Mr.  W.  INI.  Acworth,  who  appeared  before  the  Interstate  Com- 
merce Committee  in  May.  1917,  submitted  a  very  instructive  "  historical  sketch 
of  Government  ownership  of  railroads  in  foreign  countries."  Some  abstracts 
of  this  booklet  and  of  his  testimony  are  printed  in  Appendix  No.  3,  showing  that 
Government  operation  in  such  countries  as  Italy,  Austria,  France,  and  Canada, 
has  proved  an  economic  failure.  Mr.  Acworth  reaches  tlie  conclusion  that  Gov- 
ernment operation  of  railroads  leads  to  an  immediate  and  marked  increase  in 
the  cost  of  operation ;  tliat  the  number  of  employees  grew  rapidly,  and  that  in 
several  cases  Governments  have  frankly  acknowledged  the  most  unsatisfactory 
results  of  their  operations.  In  parliamentary  countries,  he  states,  it  has  not 
been  possible,  in  spite  of  earnest  endeavors,  to  keep  the  railroad  administrations 
free  from  politics.  > 

In  order  to  protect  the  railroads  from  the  gravest  danger  of  seeing  their 
offices  filled  through  a  process  of  political  favoritism,  it  is  necessary  to  erect 
the  breatsworks  of  the  civil-service  system,  but  the  latter  has  the  never-failing 
effect  of  deadening  personal  ambition  and  spirit  of  enterprise,  and  of  creating  in 
its  stead  a  system  of  slow-moving  and,  on  the  whole,  inefficient  biu-eaucracy. 
Under  a  parliamentary  system  Government  ownership  without  civil-service  ex- 
aminations leads  inevitably  to  inefficiency  and  corruption,  but  even  when  pro- 
tected by  a  civil-service  system  it  is  vain  to  hope  that  political  influences  and 
corruption  could  be  kept  out  of  the  upper  strata,  the  civil-service  system  sifting 
only  the  rank  and  file. 

It  may  be  interesting  to  mention,  in  passing,  that  the  main  motives  in  striving 
for  Government  ownership  in  Europe  would  not  be  considered  as  having  any 
force  in  our  country.  As  Mr.  Acworth  states,  most  of  the  European  Govern- 
ments adopted  that  course,  first,  from  motives  of  military  consideration — 
strategic  railways  and  questions  of  effective  mobilization  playing  a  much 
larger  part  abroad  than,  happily,  they  play  with  us ;  second,  in  the  expectation 
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that  Government  ownership  of  railroads  might  bring  about  a  greater  political 
unity — another  effect  which,  fortunately,  we  may  disreagrd ;  and,  third,  in  the 
mistaken  hope,  as  we  have  seen  that  Government  ownership  would  bring  about 
greater  unification,  economy,  and  efficiency  of  operation. 

It  has  been  argued  that  through  the  use  of  the  Government's  credit  railroads 
would  procure  the  necessary  funds  at  a  lower  rate  of  interest.  As  against  that 
we  must  remember  that  the  excessive  use  of  the  Government's  credit  tends 
to  increase  the  rate  at  which  a  Government  borrows.  With  us  it  would  not  onlj 
affect  the  rate  of  the  Goveriuneut  bonds  to  be  issued  in  refinancing  the  outstand- 
ing railroad  securities,  estimated  at  $17,000  000  000,  but  it  would  add  to  the 
rate  to  be  paid  by  our  Government  when  some  of  our  liberty  loans  in  due  course 
will  mature  and  come  up  for  renewal.  Moreover,  the  incessant  use  of  Gov- 
ernment bonds,  in  order  to  finance  the  annual  requirements  for  future  railroad 
development  and  improvements,  would  liave  a  disastrous  effect  upon  the  price 
and  standing  of  our  Government  securities.  Granting,  however,  that  some 
economy  could  be  secured  by  substituting  the  Government's  borrowing  power 
for  that  of  the  railroads  it  would  be  insignificant  when  compared  with  the  in- 
crease in  cost  of  operation  and  the  waste  and  inefficiency  that  inevitably  would 
follow  Government  operation. 

A  five-year  test  under  Government  operation  would  not  offer  any  real  evi- 
dence as  to  future  results,  inasmuch  as  the  test  would  be  carried  on  with  a 
staff  and  under  the  leadership  of  men  still  trained  in  the  school  of  modern 
business,  such  as  bureaucracy,  after  10  years  of  administration  would  no  longer 
be  capable  of  producing. 

Our  most  recent  experiences  have  conclusively  taught  us  that  lesson.  "When 
the  war  emergency  arose  hardly  any  department  or  board  had  produced 
amongst  its  personnel  men  capable  to  shoulder  the  larger  responsibilities.  Witli 
few  exceptions  new  organizations  became  necessary  and  new  men  had  to  be 
called  in  who  possessed  the  much  maligned  expert  knowledge,  where  the  regular 
Government  training  was  certain  to  prove  insufficient.  Many  men  who  had  been 
appointed  to  regulate  others  were  not  found  capable  to  undertake  the  work 
themselves.  Bernard  Shaw  proved  to  be  right  when  he  said :  "  lie  who  can, 
does ;  he  who  can't,  teaches." 

There  is  not  a  country  in  the  world  that  can  show  terminals  like  those 
of  the  Pennsylvania  Railroad  and  the  New  York  Central  in  New  York;  no 
country  enjoys  the  use  of  equipment  surpassing  ours  or  better  service  than 
that  given  to  our  people.  Let  us  recall,  furthermore,  that  our  charges  per 
ton-mile  freight,  as  Mr.  Acworth  states,  are  about  half  the  rates  charged  by 
France  ami  Germany  (0.738  cents  against  1.30  and  1.37  cents),  and  that  we 
render  this  greater  service  in  spite  of  paying  wages  vastly  higher  than  those 
paid  in  those  two  countries,  and  that  the  average  capital  cost  per  mile  of 
railroad  In  the  United  States  stands  at  !?GG,447.  Contrasting  these  achievements 
of  private  enterprise  with  the  results  produced  by  Government  operation,  we 
can  reach  only  one  conclusion,  and  that  is  that  the  argument  of  greater  efiiciency 
and  economy  by  Government  operation  nnist  be  ruled  out. 

I  am  frank  to  admit,  however,  that  in  my  own  consideration,  this  question  of 
Inefficiency  on  the  part  of  Government  plays  a  very  subordinate  part  to  that 
of  the  graver  dangers  involved.  We  might  look  with  equanimity  upon  the 
eventuality  of  being  forced  to  pay  the  price  of  costly  railroad  operation  by 
submitting  to  increased  transportation  rates  or  higher  taxation;  but  we  can 
not  envisage  with  complacency  the  certainty  of  seeing  the  country's  develop- 
ment arrested  or  retarded  and  having  it  saturated  from  top  to  bottom  with  a 
spirit  of  bureaucracy  and  political  corruption. 

It  has  been  contendt'd  by  those  arguing  for  Government  operation  that  the 
railroads  "broke  down"  when  they  were  faced  with  the  supreme  test  of  the 
war.  But  when,  under  the  stress  of  the  emergency,  the  Government  took  away 
from  them  their  credit,  their  men,  and  material,  when  it  Hooded  them  with  an 
unparalleled  stream  of  extraordinary  business  and  disorganized  them  by  an 
avalanche  of  uncoordinated  orders  for  priority  shipments,  choking  the  arteries 
of  trade  and  blocking  tlie  terminals.  I  believe  fair  minds  nuist  admit  that  it  is 
absolutely  inconceivable  how  any  organization,  essentially  designed  for  peace 
conditions,  could  possibly  have  maintained  an  orderly  service.  On  the  other 
hand,  it  would  be  just  as  unfair  to  claim  that  Federal  administration  of  rail- 
roads has  proved  a  failure  on  account  of  delays,  inconveniences,  increases  in 
rates  and  expenses,  which  were  inevitable  dm-ing  the  disturbed  ccmditions  of 
the  war.  Our  normal  condition  is  a  state  of  peace.  The  railroad  proiilem.  there- 
fore, is  essentially  a  peace  problem,  not  a  war  problem,  and  arguments  on  the 


EXTENSION  OF  GOVEKNMENT  CONTROL  OF  RAILROADS.       1107 

lines  just  sketched  must  be  ruled  out  on  both  sides  as  having  no  relevance  to 
the  real  question  to  be  solved. 

Peace  and  war  ideals  in  x'ailroading  are  two  vei-y  different  things.  The 
object  of  successful  war  railroading  is  the  promptest  possible  service,  no  matter 
at  what  cost  of  comfort  or  money.  That  calls  for  the  elimination  on  the  part  of 
the  operators  of  all  thoughts  of  competition,  cost,  or  future  development,  and 
on  the  part  of  the  public  of  all  thoughts  of  self  and  self-determination.  It  calls 
for  the  complete  subordination  of  all  under  the  autocratic  will  of  one.  In  war 
times  this  is  the  only  practicable  method ;  in  peace  times  it  is  one  to  be  avoided 
for  both  economic  and  social  reasons.  We  must  get  back  as  fast  as  we  can  to  a 
system  and  spirit  to  which  the  country  owes  its  marvelous  growth,  preserving 
at  the  same  time  whatever  better  methods  the  war  administration  may  have 
taught  us. 

It  is  now  generally  recognized  that,  under  the  needless  application  of  the 
Sherman  Act  to  railroads,  already  sufficiently  controlled  by  the  Interstate  Com- 
merce Commission,  unnecessary  and  wasteful  competition  has  often  been  en- 
gendered, that  a  healthy  unification  of  a  number  of  disjointed  and  helpless  lines 
has  thereby  been  prevented,  and  that  the  joint  use  of  terminals  and  facilities, 
and  pooling  under  a  Federal  control,  far  from  being  detrimental  have  been 
shown  to  be  of  great  benefit  to  the  public  interest. 

Indeed,  it  is  now  readily  conceded  on  all  sides  that  the  Government's  greater 
ability  to  undo  the  railroad  tangle  was  largely  predicated  upon  its  power  to 
do  the  very  things  which  the  Sherman  Act  had  prevented  the  railroads  from 
doing.  We  need  not  waste  much  time  in  considering  this  phase,  because  now 
that  public  opinion  has  clearly  grasped  the  true  importance  of  this  phase  of  the 
problem,  now  that  it  earnestly  wishes  to  see  the^e  advantages  perpetuated, 
there  is  no  technical  difliculty  in  amending  the  law  on  these  lines,  and  there 
would  seem  no  reason  to  anticipate  any  material  opposition  to  such  legislation. 
Government  operation  would  not  appear  necessary  in  order  to  cure  these  short- 
comings of  the  past. 

Nor  would  so  drastic  a  step  be  warranted  in  order  to  solve  the  very  serious 
and  perplexing  problem  of  subordinating  State  control  to  Federal  control  in  the 
matter  of  fixing  rates  and  authorizing  the  issue  of  securities.  I  believe  that 
this  obstacle  can  be  removed  by  the  adoption  of  such  means  as  the  granting  of  a 
Federal  charter. 

Before  embarking  upon  the  dicussion  of  the  crux  of  the  question,  we  may 
review,  then,  our  findings  as  follows : 

(a)  Unrestricted  private  operation  must  be  dismissed  as  being  incompatable 
with  the  public  interest. 

(b)  Government  operation  must  be  avoided,  first,  because  it  is  bound  to  pol- 
lute our  political  and  social  life ;  and,  second,  because  it  makes  for  stagnation 
and  inefficiency ;  it  would  mean  unprogressive  and  costly  operation,  resulting 
in  poor  service  to  the  public  and  high  rates ;  and,  third,  because  experience  in 
foreign  countries  shows  that  the  saving  to  be  derived  from  the  use  of  the 
Government's  credit  is  not  likely  to  be  sufficient  to  make  up  for  the  loss  re- 
sulting from  the  higher  cost  of  Government  operation,  while  the  excessive  use 
of  the  Government's  credit  is  hurtful  to  its  standing  and  bound  to  increase 
the  rate  at  which  it  generally  borrows. 

Such  advantages  as  the  greater  unification  of  operation  produced  under  the 
United  States  Railroad  Administration  can  be  secured  by  proper  amendment 
of  the  Sherman  Act  and  the  grant  of  a  Federal  franchise,  without  subjecting 
the  country  to  the  dangers  and  disadvantages  of  Government  operation. 

If  private  operation  is  the  thing  to  be  desired,  what,  then,  is  the  real  diffi- 
culty standing  in  its  way.  so  puzzling  and  so  menacing  that  it  places  us  face 
to  face  with  the  abyss  of  Government  operation,  which  nobody  should  wish  for? 
The  country  at  large  does  not  wish  governmental  operation.  Its  ardent  advo- 
cates are  to  be  found  only  amongst  the  ranks  of  capital  and  labor — a  surpris- 
ing union  in  this  case.  Capital  wishes  to  "  sell  out "  because  it  is  frightened. 
Some  labor  leaders  are  for  Government  operation  because  they  believe  it  furth- 
ers the  particular  interests  of  their  unions.  Those  amongst  them  that  look 
further  ahead  do  not  favor  it  because  they  i-ealize  that  labor  on  the  whole 
will  fare  better  in  a  prosperous  country  developing  under  an  unhampered 
spirit  of  enterprise,  than  under  a  system  of  unprogressive  stagnation.  It  is 
the  simple  but  all-important  question  of  earnings  and  credit. 

Railroads  have  ceased  to  be  purely  business  concerns.  They  are  public  utili- 
ties, and  long  before  the  war  began  the  Government  to  all  intent  and  purposes 
had  undertaken,  through  its  authorized  agencies,  to  fix  the  i-ates  they  may 
charge,  the  wages  they  must  pay,  and  the  service  they  must  render.    As  a  con- 
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sequence,  the  net  return  upon  railroad  investments  of  to-day,  in  effect,  is  de- 
termined by  the  Government.  If  private  capital  is  to  continue  to  finance  the 
railroads  and  to  provide  the  means  necessary  for  their  future  growth,  it  must 
be  assured  of  an  "  adequate  return."  If  we  can  define  what  is  an  "  adequate 
return "  and  if  we  can  devise  means  to  assure  the  railroad  investor  that  a 
minimum  "  adequate  return  "  shall  not  be  regulated  away  from  him,  and  that 
the  minimum  will  not  constitute  the  maximum ;  if  we  can  combine  this  guaranty 
with  an  assurance  that  private  initiative  and  business  methods  will  not 
thereby  be  destroyed,  we  shall  have  solved  the  real  difficulty  of  the  problem. 
If  we  fail  in  this  we  must  give  up  as  hopeless  our  search  for  a  thorough  and 
permanent  solution  of  private  railroad  operation.     " 

Why  should  just  this  phase  of  the  problem  offer  such  apparently  insur- 
mountable difficulties?  On  account  of  the  errors  of  the  law,  the  sins  of  the 
railroads  of  the  past,  and  the  mistakes  of  the  Interstate  Commerce  and  State 
Railroad  Commissions. 

The  history  of  our  railroads,  with  few  exceptions,  abounds  with  illustrations 
of  excessive  capitalization  and  of  ill-advised  construction  or  purchase  of  prop- 
erties at  exorbitant  prices.  In  most  cases  the  security  owners  have  since  paid 
the  penalty  for  the  errors  of  omission  and  commission  of  their  directors,  and 
through  the  process  of  painful  reorganization,  the  "  water  "  has  been  squeezed 
out.  The  present  average  capitalization  of  all  railroads  can  not  be  considered  as 
excessive;  but  the  process  has  been  an  uneven  one,  nor  has  it  quite  run  its 
course.  The  interstate  and  the  State  commissions,  faced  with  the  task  of  ap- 
proving rates  which  affect  alike  the  weak  and  the  strong  road,  the  looted  prop- 
erty and  the  well-conserved,  the  undercapitalized  company,  and  the  one  with 
a  grossly  watered  capitalization,  have  therefore  never  been  in  a  position  to 
define  what  constitutes  an  "  adequate  return  "  because  they  never  were  able  to 
lay  down  what  was  the  true  investment  or  the  fairly  accurate  value  upon  which 
the  return  shoiijd  be  based.  On  the  other  hand,  both  shipper  and  labor  have 
constantly  rested  their  respective  claims  for  lower  rates  and  higher  wages 
upon  the  contention  that  it  was  the  avidity  ©f  the  railroads  to  earn  a  return 
on  an  excessive  capitalization  that  stood  in  the  way  of  a  compliance  with  their 
just  requests. 

Being  uncertain  of  its  ground,  the  Interstate  Commerce  Commission  was  un- 
prepared or  unwilling  to  grant  prompt  increases  in  rates  corresponding  to  the 
added  cost  of  operation.  While  wages  and  the  cost  of  material  were  mounting 
rapidly,  while  the  war  emergency  called  for  prompt  and  boUl  treatment,  they 
refused  to  act,  even  though  it  was  borne  in  on  them  from  all  sides  that  to  ruin 
the  credit  of  the  railroads  would  involve  an  irretrievable  national  loss,  and 
that,  even  in  case  they  expected  the  Government  ultimately  to  step  in.  its 
burdens  in  guaranteeing  or  financing  would  be  greatly  lightened  if  it  had  to 
deal  with  solvent  railroads  earning  a  reasonable  return.  It  was  pointed  out 
to  the  commissioners  that  it  was  easier  to  destroy  the  credit  of  the  railroads 
than  to  resurrect  it,  and  that  when  railroad  stocks  could  no  more  be  placed 
at  par,  or  above,  the  inability  of  the  railroads  to  finance  further  extensions  and 
Improvements  was  dangerously  near  at  hand.  The  majority  of  the  Interstate 
Commerce  Conunission  remained  deaf  to  these  warnings. 

Speaking  by  and  large,  we  must  regretfully  admit  the  fact  that  railroad  credit 
has  now  practically  been  destroyed.  Only  few  companies  may  feel  confident  of 
their  ability  to  sell  their  obligations  in  sufficiently  large  amounts  and  on  good 
enough  tei-'ms  to  provide  for  a  liberal  further  development  of  their  plants. 
Only  about  10  carriers  of  importance  remain  in  a  position  to  sell  their  stock  at 
par  or  above.  With  only  a  small  margin  of  earnings  no  railroad  can  safely 
finance  indefinitely  by  a  continuous  addition  to  its  fixed  obligations.  Conditions 
now  prevailing  mean,  therefore,  that,  unless  something  drastic  be  done,  the 
end  of  private  railroading  is  in  sifght.  Even  though  net  earnings  be  tempo- 
rarily improved — by  an  increase  in  rates  or  a  decrease  in  expenses — the  in- 
vestor's confidence  that  he  may  safely  count  upon  an  "  adequate  return  "  has 
been  shaken  so  .seriously  that  a  tempcn-ary  improvement  would  not  restore  the 
power  of  the  railroads  as  a  body  to  finance  themselves  by  the  sale  of  stock,  or 
upon  favorable  terms. 

It  is  absolutely  necessary,  therefore,  that  both  the  investor  and  the  regulat- 
ing bodies  reach  "a  clear  understanding  as  to  what  is  a  fair  and  adequate  return. 
In  other  words,  we  must  reach  a  definite  agreement,  once  and  for  all.  as  to 
what  shall  be  considered  the  uncontested  intrinsic  value  of  e:ich  railroad,  what 
shall  l)e  deemed  the  niiuinium  return  to  be  guaranteed  on  this  sum,  and  what 
shall  be  the  maximum  permissible. 
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The  interests  of  the  shipper,  the  consumer,  and  labor  are  so  important  and 
at  times  so  much  opposed  to  one  another  that  no  private  corporation  can  as- 
sume the  responsibility  of  acting  as  umpire  between  them.  Government,  in  the 
circumstances,  must  shoulder  the  full  resiDonsibility  for  fixing  transiJor tuition 
rates  and  visages,  for  furnishing  adequate  service,  and  for  avoiding  strikes;  and, 
whether  we  like  it  or  not,  it  must,  therefore,  be  vested  with  practically  plenary 
powers.  But  where  these  safeguards  of  Government  administration  are  to  be 
combined  with  the  advantages  of  private  operation,  the  Government's  re- 
sponsibility toward  private  capital  must  be  considered  as  sacred  as  that  toward 
shipper,  consumer,  and  labor.  In  other  words,  while  the  country  must  enjoy 
the  full  protection  of  practically  unlimited  Government  control  of  railroads, 
private  capital  is  entitled  to  protection  against  confiscatory  overcontrol;  viz: 

It  must  enjoy  a  guaranty  that,  in  disregard  of  the  law  providing  that  the 
railways  are  entitled  to  earn  a  fair  return  on  their  invested  capital,  it  shall 
not  be  deijrived  of  a  reasonable  adequate  minimum  return.  Without  such  as- 
surance it  is  inconceivable  to  expect  that  private  capital  will  show  itself 
reckless  enough  to  plunge  into  the  further  development  of  our  transportation 
system.  If  history  had  created  a  tradition  that  such  reasonableness  could  be 
assumed  as  a  matter  of  course,  or  that  it  could  be  adequately  defined  by  the 
courts,  no  such  guaranty  might  have  become  necessary;  but  in  the  face  of 
actual  experience,  I  do  not  see  how  it  can  be  avoided.  To  use  the  word 
"guaranty"  in  this  case  is,  however,  somewhat  misleading,  because  it  is  not 
so  much  a  deficiency  due  to  lack  of  earning  power  that  is  contemplated  as  to  be 
made  good,  but  much  rather — like  a  burglary  insurance — an  assurance  against 
willful  crippling  of  that  earning  power  bj^  the  Government's  regulating  agencies. 
That  is  a  guaranty  by  the  Government  against  the  effects  of  its  own  acts, 
which,  it  is  safe  to  assume,  would  cost  the  Government  nothing. 

Our  Governments,  State  and  National,  were  negligent  or  shortsighted  when 
they  gave  their  first  railroad  charters  without  including  a  provision  establish- 
ing a  definite  method  of  accounting  and  of  maintaining  a  property  account 
upon  which  both  the  net  return  to  the  owners  and  an  eventual  purchase  by 
the  Government  could  be  predicated.  Unless  we  now  provide  such  a  basis,  the 
old  sore  will  be  but  superficially  healed,  bound  to  spring  wide  open  afresh  on 
the  occasion  of  every  new  clash  between  the  interests  of  the  shipper  and  labor. 
The  carriers  would  remain  "  the  goat,"  sandwiched  between  these  two  con- 
tending forces,  in  the  hands  of  helpless  regulating  bodies  who  would  continue 
to  flounder  about  without  solid  ground  under  their  feet  upon  which  to  rest  their 
decisions. 

There  is  no  denying  that  the  question  of  valuation  offers  grave  difficulties. 
Original  cost  can  hardly  ever  be  ascertained;  moveover,  in  some  cases  it  would 
be  far  below  to-day's  reproduction  value,  while  in  others  it  might  seem  ob- 
scured in  consequence  of  acquisitions,  either  by  direct  pux'chase  or  through 
stock  control,  of  properties  previously  constructed  by  other  corporations.  The 
replacement  value,  on  the  other  hand,  might  offer  a  fair  basis  in  case  of  a 
well-planned  and  well-maintained  property;  it  would  be  unreasonable  in  the 
case  of  a  poorly  planned  road  such  as  no  prudent  business  man  or  engineer 
would  reproduce  on  its  original  basis. 

The  average  market  price  of  securities  has  been  urged  by  some,  but  bonds 
and  stocks  of  recently  reorganized  properties  would  not  offer  any  record  of 
average  prices  over  a  number  of  years,  and  there  are  many  other  reasons  why 
market  prices  would  not  offer  a  reliable  basis.  A  capitalization  of  net  earn- 
ings has  been  suggested  as  a  better  test,  but  readjustments  would  have  to  be 
made  in  order  to  bring  about  a  fairly  equal  basis  of  maintenance.  Rules  for 
establishing  a  fair  standard  return  could,  however,  probably  be  laid  down  in  u 
law,  and  the  true  average  standard  return  when  capitalized  is  likely  in  many 
cases  to  offer  the  most  serviceable  basis  of  valuation.  Resulting  from  rates 
determined  by  Federal  and  State  commissions,  it  could  not  in  any  case  be 
considered  excessive. 

An  enumeration  of  these  difficulties  leads  us  to  the  conclusion  that  no  mathe- 
matical or  technical  rule  could  probably  be  devised  that,  if  fair  to  one  rail- 
road, might  not  be  doing  violence,  or  be  too  favorable,  to  another.  Shall  we, 
then,  throw  up  our  hands  and  surrender  to  Government  operation  because  of 
our  inability  to  agree  upon  a  fair  value  of  the  railroads?  Before  we  reach 
that  conclusion  let  us  remember  that  Government  operation  can  not  be  brought 
about  with  condemnation  proceedings,  which  again  must  be  based  upon  a 
valuation. 
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It  is  obvious,  tlien,  that  we  meet  that  difficulty  in  either  case,  and  instead 
of  shirliins  it,  we  ousht  to  face  it  squarely  and  overcome  it  as  best  we  can.  In 
order  to  cut  the  knot— as  inevitably  we  must — it  will  be  advisable,  I  believe, 
to  place  the  duty  of  determining  the  fair  value  of  the  railroads  in  the  hands 
of  some  expert  and  impartial  body,  laving  down  in  the  law  the  broad  rules  of 
approach,  but  leaving  it  within  the  discretion  of  the  men  to  be  appointed  how 
to  apply  the  tests ;  whether  one  or  two  of  them,  or  all.  It  w^ould  be  their 
duty  not  to  attempt  to  drive  the  hardest  possible  bargain,  but,  like  a  court  of 
justice,  to  determine  the  fair  value  of  the  properties  without  the  red  tape  or 
delays  incidental  to  judicial  proceedings,  and  having  due  regard  for  all  circum- 
stances affecting  the  property  and  its  prospective  earning  capacity,  for  which 
in  soni.e  cases  considerable  sacrifices  have  been  brought  without  as  yet  showing 
a  visible  return.  I  could  imagine  a  board  of  five,  comprising  one  member  each 
representing  law,  finance,  business,  labor,  and  the  railroads. 

Permit  me,  for  brevity's  sake,  in  this  address  to  refer  to  this  gi'oup  of  men 
as  the  "  valuation  board,"  and  call  their  ultimate  finding  with  respect  to  the 
value  of  a  railroad  property  the  "  Federal  valuation." 

In  order  to  have  our  thoughts  travel  along  the  same  lines  in  our  search  for 
the  guiding  principles  to  be  established,  it  is  necessary  to  agree  on  some  tenta- 
tive means  of  approach.  It  is  with  this  object  in  view,  and  in  order  to  ascer- 
tain how  our  principles  would  check  up  if  put  to  a  practical  test,  that  I  have 
developed  for  my  own  satisfaction  a  rough  outline  of  a  plan  which  I  should  be 
grateful  to  have  you  consider  with  me  now.  Let  us  assume,  then,  that  approxi- 
mately 6  per  cent  on  the  Federal  valuation  shall  be  adopted  as  the  normal  fair 
and  adequate  return  and  serve  as  the  general  basis  in  guiding  the  rate-making 
bodies,  and  that  any  railroad  agi-eeing  to  accept  a  "Federal  valuation"  (the 
right  being  reserved  to  the  I'ailroad,  in  case  of  disagreement  with  the  valua- 
tion board,  to  accept  the  Federal  valuation  only  as  tentative,  and  to  appeal  to 
the  courts  for  a  final  valuation),  shall  be  guaranteed  a  net  return  of,  say,  at 
least  4^  per  cent  cm  the  amount  determined  by  such  "  Federal  valuation  " ;  that 
on  the  other  hand,  the  railroads  will  agree  to  divide  with  the  Government, 
and  possibly  with  labor,  any  earning  in  excess  of,  say,  6  per  cent  on  said  valua- 
tion, while  any  excess  beyond,  say,  7  per  cent,  shall  go  to  the  Government  in  its 
entirety. 

Let  us  suppose  that  any  railroad  signing  such  an  agreement  shall  be  per- 
mitted to  apply  for  a  Federal  franchise — if  the  Federal  franchise  should  be 
found  to  offer  legal  obstacles,  the  contemplated  result  may  be  brought  about 
by  a.gi'cement  or  contract  between  the  Government  and  carrier — -freeing  it 
from  the  restrictions  of  the  Sherman  Act  with  ivspect  to  the  acquisition  of 
parallel  and  competing  lines,  pooling,  etc..  which  it  may  carry  on  under  the 
supervision  of  a  Federal  regulating  body  having  exclusive  control  of  inter- 
state rates  and  issue  of  securities  of  such  railroads. 

In  order  to  avoid  any  misunderstanding,  let  nie  make  it  quite  clear  that  if 
the  "  Federal  valuation  "  of  a  "  watered  "  railroad  would  amount  to  $50,000,000 
the  guaranteed  mininuim  net  return  of  4A  per  cent  available  for  dividends  and 
interest  payments  on  funded  indebtedness,  amortization,  etc..  would  amount 
to  $2.2r)0,000,  no  matter  whether  or  not  the  present  capitalization  stood  at 
$100,000,000.  Inversely,  in  dealing  with  a  railroad  undercapitalized  at  $100,- 
000.000.  the  Federal  valuation,  conceivably  might  amount  to  $12.").000.000  and 
the  mininnnn  of  4i  per  cent  would  equal  ,^.625  per  cent  on  the  existing  capi- 
talization, while  6  iier  cent  on  the  Federal  valuation  in  that  case  would  amount 
to  7i  per  cent  on  such  capitalization.  The  figures  and  percentages  are  arbi- 
trary and  chosen  only  for  the  purpose  of  illustrating  that  this  method,  if 
applied,  Mould  result  in  ultimately  bringing  the  securities  of  the  railroads 
upon  a  basis  to  which  their  actual  intrinsir  value  entitles  them. 

There  is  no  thought  of  guaranteeing  dividends  on  existing  stocks  or  even 
interests  on  existing  obligations,  but  only  jj  mininuim  of  4^  per  cent  on  the 
actual  value  of  the  property  as  determined  by  the  Federal  valuation,  the 
"legitimized  capital,"  as  it  has  been  termed  by  a  gifted  financial  writer. 

No  gift  to  the  strong  roads  is  contemplated,  but  the  simple  and  Just  applica- 
tion of  the  principle  that  a  net  return  of  between  4i  and  0  jier  cent  (the  ex- 
cess to  be  divided)  on  what  has  been  found  to  be  the  real  rock-bottom  value 
of  an  industrial  enterprise  is  considered  as  fair  and  not  excessive.  The  re- 
establishment  of  arbitrarily  destroyed  values  would  in  some  instances  return 
to  lliese  companies  their  ability  to  sell  their  stocks  above  par.  but  incidentally, 
in  such  cases  it  would  add  to  our  national  strength  and  taxable  wealth,  just 
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as  much  as  it  would  be  to  oui-  national  advantage  to  have  the  Liberty  loan 
bonds  2:0  back  to  par. 

On  the  other  hand,  the  overcapitalized  roads  would  find  themselves  in  a 
position  where,  in  order  to  finance  their  future  growth,  they  would  either 
have  to  revamp  and  scale  down  their  capitalization,  so  as  to  bring  it  well 
within  the  limits  of  tlie  Federal  valuation — that  is,  bring  them  within  the 
sound  limits  of  their  actual  wortti — or  they  would  have  to  enter  into  negotia- 
tion with  stronger  railroads,  operating  under  Federal  fi-anchise,  particularly 
those  whose  stocks  would  sell  above  par,  in  order  to  merge  their  property  on 
the  basis  of  i-.n  exchange  of  securities  to  be  approved  by  the  valuation  board. 
This  would  lead  to  a  consolidation  of  railroads — eliminating  some  uneconomic 
duplication  and  operation  of  too  many  small  units — and  would  work  toward 
greater  unification,  a  development,  apparently,  generally  desired  by  the  coun- 
try. Competition  would,  however,  be  preserved  between  the  large  systems. 
One  could  imagine  that  in  addition  a  number  of  regional  holding  companies 
might  be  organized,  whose  capital,  like  that  of  the  farm  loan  banks,  would  be 
owned  by  the  Government,  and  which  might  acquire  and  lease  railroad  equip- 
ment, terminal  properties,  etc.,  and  buy  securities  of  railroads  operating  under 
a  Federal  franchise.  This  would  enable  tb.e  Government  to  protect  the  weak 
sisters  if,  in  their  attempt  to  merge  with  the  big  ones,  they  should  find  it  haixl, 
or  impossible,  to  get  a  "square  deal."  (For  further  details  of  the  plan  see 
Appendix  1.) 

In  our  zest  to  .secure  greater  unification  let  us  remain  ever  conscious,  how- 
ever, of  the  fact  that  it  is  most  important  that  unification  does  not  go  too  far. 
The  advantages  of  a  unified  system  can  be  secured  through  proper  coopera- 
tion under  the  direction  of  governmental  regulating  agencies,  even  though 
a  reasonable  number  of  strong  and  competing  lines  be  preserved.  For  the 
continued  intensive  and  free  development  of  a  country  whose  resources  we 
I'ave  only  begun  to  unfold,  we  need  an  aggressive  spirit  of  enterprise — not 
the  lazy  and  arbitrary  bureaucratic  and  autocratic  atmosphere  that  with 
us  would  be  certain  to  follow  if  one  great  regional  corporation  would  cover 
each  section  of  the  country,  or  indeed,  the  entire  United  States.  A  business  spirit 
of  rivalry  must  be  kept  alive  by  tlie  preservation  of  a  number  of  large  units  of 
railroads  competing  on  broad  lines — not  in  rates,  but  in  service — and  by  the 
opportunity  given  them  to  earn  more  than  the  guaranteed  minimum. 

In  order  to  protect  the  contingent  liability  of  the  Government,  regulating 
boards  would  be  likely  to  fix  transportation  rates  so  as  to  enable  even  the 
weaker  roads  of  a  section  to  earn  more  than  4i  per  cent  net  on  their  valuation. 
On  that  basis  there  would  be  ample  room  for  the  stronger  roads,  by  energetic 
efforts  in  promoting  new  business  or  greater  efficiency,  to  increase  the  net 
earnings  accruing  to  their  stockholders.  That  state  guaranties  do  not  destroy 
enterprise  and  efficiency  may  best  be  seen  from  the  experiences  of  France, 
where  the  operating  cost  of  private  railroads  operating  under  state  guaranty 
is  stated  by  l\Ir.  Acworth  at  58.5  per  cent,  while  for  the  same  year  the  Prus- 
sian percentage  under  Government  operation  amounted  to  65  per  cent,  and 
the  French  percentage  for  Government  operation  above  87  per  cent. 

I  should  like  to  see  net  earnings  beyond  6  per  cent  divided  between  stock- 
holders, Government,  and  labor,  with  a  fixed  maximum  beyond  which  the 
earnings  of  the  stockholders  shall  not  go.  I  strongly  believe  in  the  idea 
that  capital  and  labor  must  consider  themselves  partners,  a  conception  which 
is  bound  more  and  more  to  lead  to  the  full  recognition  on  the  part  of  labor 
that,  in  return  for  the  enjoyment  of  short  hours  and  the  highest  possible 
wages,  labor  must  give  its  maximum  in  work,  not  the  minimum,  in  order  to 
enable  the  country  successfully  to  compete  and  to  maintain  these  high  stand- 
ards. Where  Government  regulates  business  I  strongly  believe  in  a  partner- 
ship between  Government  and  business.  It  brings  about  a  fair  and  constructive 
spirit  of  progressive  development  on  the  part  of  the  regulating  bodies,  instead 
of  the  pernicious  attitude  of  commissions  that  merely  seek  to  restrict,  prose- 
cute, punish,  and  destroy.  Any  regulating  body  that  does  not  perceive  that 
it  has  constructive  functions  as  well  as  restrictive  duties  is  doomed  to  fail 
and  to  become  more  of  a  curse  than  a  blessing. 

I  can  not  speak  any  longer  for  the  Federal  Reserve  Board,  but  giving  my 
personal  "  credo  "  in  the  matter  and  basing  it  on  my  own  experience,  I  can  say 
that,  while  on  that  board,  I  found  I  served  the  country  best  in  trying  to  be  a 
.ludge  rather  than  a  prosecutor.  I  conceived  it  my  first  duty  to  see  to  it  that 
the  law  was  equally  enforced  and  that  no  abuses  should  be  tolerated  standing 
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in  the  way  of  the  fairest  possible  deal  to  all.  But  that,  alone,  I  could  never 
have  considered  a  full  "  man's  job  " ;  the  real  privilege  in  holding  it  was  in  the 
opportunity  for  constructive  work.  To  be  always  ahead  of  the  coming  require- 
ments of  the  country,  to  stimulate  new  requirements  by  creating  and  offering 
new  facilities,  to  provide  a  wider  and  at  the  same  time  safer  basis  for  banking 
operations,  to  place  a  new  and  stronger  substructure  under  the  vast  banking 
machine  without  ever  arresting  its  going  at  top  speed,  to  modify  its  operation 
without  disrupting  its  organization — that,  indeed,  appeared  the  most  essential 
and  most  fascinating  part  of  the  task.  But  the  work  of  the  board  was  greatly 
facilitated  by  the  provision  in  the  Federal  reserve  act  restricting  the  member 
banks'  net  return  from  their  holdings  of  Federal  reserve  bank  stocks  to  6  per 
cent  per  annum,  the  balance  going  half  to  the  Government  and  half,  with  cer- 
tain limitations,  to  the  surplus  or  reserve  accounts,  ultimately  reverting  to  the 
Government. 

The  Federal  reserve  banks  in  1918  earned  about  75  per  cent  net  on  their 
stock.  If  this  profit  had  accrued  to  the  benefit  of  the  member  banks,  it  would 
have  been  considered  a  public  scandal.  It  is  safe  to  expect  that  in  that  case  the 
present  attorneys  for  the  shippers,  appearing  on  behalf  of  the  farmers  and 
business  men  of  the  country,  would  have  raised  a  protest  against  such  extortion, 
urging  the  Federal  Reserve  Board  to  reduce  interest  rates.  If  these  vast  profits 
had  gone  to  the  member  banks,  it  is  doubtful  whether  the  board  could  have 
withstood  such  a  demand,  even  though  it  might  have  entailed  further  disastrous 
inflation  and  increased  burdens  to  the  whole  country.  Inasmuch  as  anything 
eai-ned  in  excess  of  6  per  cent,  directly  or  indirectly,  belonged  to  the  United 
States  Government,  any  such  pressure  or  misconstruction  was,  however,  ex- 
cluded, and  it  was  readily  understood  and  willingly  admitted  by  all  that  the 
enormous  profits  were  not  due  to  extortionate  interest  charges,  but  to  the  vast 
quantity  of  services  rendered  at  very  moderate  rates.  In  consequence  of  this 
limitation  of  profits  the  Federal  Reserve  Board,  when  deciding  what  are  the 
interest  rates  best  serving  the  whole  country,  finds  itself  free  from  the  uncer- 
tainties which  have  so  fatally  affected  the  deliberations  of  the  Interstate  Com- 
merce Commission  in  this  respect.  The  Federal  Reserve  Board  knows  that  the 
country  has  decided  once  and  for  all  that  6  per  cent  is  the  fair  return  to  the 
Federal  reserve  bank  stockholder  and  that  the  balance  belongs  to  the  Govern- 
ment. 

It  nuist  be  borne  in  mind,  however,  that  the  Federal  reserve  system  is  deal- 
ing with  a  large  number  of  involuntary  stockholders,  and  only  with  a  capital 
stock  of  about  $80,000,(X>0.  If  jt  had  to  raise  billions  of  dollars  in  the  open 
market  a  maxinuim  of  6  per  cent  would  be  considered  too  narrow  a  limit  for 
a  return  upon  an  industrial  venture.  Indeed,  7  per  cent  may  be  held  by  many 
as  too  low  a  mnximum  in  our  illustration.  We  must  remember,  though,  that 
the  7  per  cent  is  to  be  figured  upon  the  '•  legitimized  capital  "  established  by  the 
valuation  (not  on  the  stock),  so  that  the  saving  involved  in  the  lower  rate  paid 
by  the  railroad  on  its  bonded  indebtedness  would  accrue  to  the  benefit  of  the 
stock.  Theoretically,  therefore,  the  latter,  in  the  ca.se  of  strong  companies, 
might  earn  more  than  7  per  cent,  and  this  chance  will  be  enhanced  as  outstand- 
ing bonds  mature,  or  are  converted,  and  new  bonds  are  issued  on  the  lower 
interest  basis  assured  by  the  agreement  with  the  Government.  I  repeat,  how- 
ever, that  the  plan  is  submitted  only  for  the  purpose  of  an  illustration,  that  the 
percentages  chosen  are  highly  tentative,  and  that  further  close  study  is  neces- 
sary if  it  should  be  found  advisable  to  perfect  a  scheme  on  the  general  outlines 
here  proposed. 

If  the  Interstate  Conunerce  Connnission,  or  whoever  may  fix  transportation 
rates  in  the  future,  were  Certain  that  no  serious  harm  or  abuse  could  result 
from  permitting  "  adequate  rates,"  they  would  find  their  task  greatly  facilitated. 
They  could  no  more  be  alarmed  by  the  possibility  of  excessive  railroad  profits, 
and,  on  the  other  hand,  they  would  be  less  apt  to  overreach  themselves  in  im- 
posing excessive  burdens  upon  the  carriers  as  long  as  a  deficiency  below  the 
minimum  return  would  have  to  be  made  good  by  the  Government. 

It  would  lead  too  far  to  discuss  how  to  dispose  of  labor's  share  in  the  profits : 
whether  it  should  be  distributed  as  a  bonus  or  u.sed  for  pension  or  insurance 
funds  or  similar  purposes.  I  should  be  grateful,  however,  to  have  you  give 
your  consideration  to  the  very  important  question  of  granting  directors  and 
officers  a  certain  share  in  the  net  returns  exceeding  4*  per  cent.  I  do  not  t)«*- 
lieve  in  fixed  excessive  salaries,  or  directors'  fees,  without  a  definite  relation 
to  the  success  of  their  work.  In  this  respect  I  am  wedded  to  a  system  that  has 
directors  and  officers  find  their  main  remuneration  in  a  certain  share  of  the 
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profits  earned  in  excess  of  a  given  minimum  return  to  the  stockholders.  In 
our  case  it  is  obvious  that  such  a  provision  would  have  the  effect  of  preserv- 
ing in  the  management  of  the  roads  a  genuine  live  and  active  spirit  of  business 
efficiency,  enterprise,  and  rivalry. 

Incidentally  it  would  indicate  the  way  to  solve  the  puzzling  problem  of 
dealing  with  negligent  or  dummy  directors,  or  securing  "  directors  that  direct," 
and  protect  the  stockholders.  Under  the  plan  proposed,  since  the  pocketbook 
of  every  director  (and  officer)  would  be  vitally  affected  by  any  mistaken  ac- 
tion on  the  part  of  the  company  (instead  of  his  collecting  a  fee,  no  matter  how 
poorly  the  stockholders  fare)  he  would  be  bound  to  keep  his  eyes  wide  open; 
and  the  simple  device  here  proposed  would  go  further  in  remedying  what  short- 
comings still  may  exist  in  this  respect  than  the  clumsy  and  ill-devised  Clayton 
Act.  Incidentally,  we  might  consider  whether  the  Federal  reserve  act,  in 
having  the  regulating  body  appoint  one-third  of  the  directors  of  the  Federal 
reserve  banks,  does  not  possibly  offer  a  useful  analogy  for  railroads  taking 
out  a  Federal  franchise. 

May  I  emphasize  as  strongly  as  I  can  that  in  presenting  these  details — quite 
against  my  preference — I  do  not  wish  to  appear  dogmatic  with  respect  to  any 
features  of  my  plan,  if  indeed  it  deserves  so  ambitious  a  name.  It  is  to  me 
nothing  but  a  means  toward  an  end.  It  is  the  end  that  I  hold  dear ;  not  the 
means  of  approaching  it.  If  the  end  can  be  achieved  in  any  better  or  simpler 
way,  I  shall  welcome  that  other  method,  provided  it  reaches  our  aim  finally 
and  conclusively  and  does  not  bridge  the  problem  by  a  palliative,  bringing 
only  temporary  relief.    The  principles  that  I  deem  essential  are: 

That  practically  plenary  powers  of  regulation  must  be  given  to  the  Govern- 
ment's regulating  agencies,  but  that  a  clear  and  definite  basis  must  be  estab- 
lished upon  which  regulating  boards  will  base  their  rates. 

That  this  basis  must  give  an  unqualified  assurance  to  provide  capital  of  a 
minimum  return. 

That  there  mu- 1  be  an  honest  and  substantial  chance  for  private  capital 
to  earii  more  than  the  minimum,  so  as  to  preserve  a  spirit  of  enterprise  which 
should  permeate  the  entire  staff  from  top  to  bottom. 

That  Government  should  be  a  partner  of  the  railroads  in  sharing  profits  up 
to  a  certain  limit,  while  beyond  that  limit  all  profits  should  go  to  the  Govern- 
ment. 

That  consolidation  should  be  encouraged  so  as  to  bring  about  a  smaller 
number  of  railway  systems,  of  which  the  strongest  existing  roads  would  form 
the  natural  backbone,  but  that  this  unification  should  not  go  far  enough  to 
destroy  a  healthy  and  reasonable  competition  in  efficiency,  in  service,  and  in 
opening  new  fields  of  enterprise. 

And,  finally,  that  preference  should  be  given  to  a  plan  which  at  this  time 
would  disturb  as  little  as  possible  outstanding  well-established  and  well-pro- 
tected railroad  securities,  and  which  would  avoid  to  the  largest  possible  de- 
gree the  direct  use  of  the  Government's  credit. 

These  are,  in  my  opinion,  the  basic  principles  involved.  But  even  though 
we  agreed  on  these  points  of  theory  and  technique,  it  still  remains  for  us  to 
answer  those  critics  who  claim  that  while  the  underlying  theories  may  be 
sound,  successful  administration  would  be  endangered  through  our  inability  to 
find  the  proper  men  permanently  and  adequately  to  fill  these  regulating  boards, 
and  that  if  these  men  were  available  they  would  not  be  likely  to  be  appointed 
or  confirmed.  Furthermore,  that  either  business  or  politics  might  succeed 
in  gaining  a  preponderant  control  over  such  boards,  and  that  experience  tells 
us  that  even  though  sometimes  they  succeed  in  starting  off  with  the  proper 
type  of  incumbents,  boards  of  this  character  generally  deteriorate  rapidly,  and 
that  it  is  dangerous,  therefore,  to  create  offices  bigger  than  their  prospective 
holders.  Unfortunately,  we  can  not  deny  the  force  of  these  objections;  but 
let  u^  ask  ourselves  first,  do  they  constitute  a  valid  reason  for  surrendering 
to  Government  operation?  Is  it  not  a  fact  that  we  shall  meet  all  these 
difficulies,  only  in  a  greatly  aggravated  form,  if  we  try  to  find  the  proper 
men  and  organization,  not  only  to  supervise,  but  actually  to  operate  the  entire 
railroad  system  of  the  United  States?  As  in  the  case  of  the  valuation,  the 
question  of  the  personnel  and  form  of  administration  has  to  be  faced  which- 
ever way  we  choose,  and  under  no  circum.'tances  may  we  rush  headlong  into 
the  greater  evil  because  we  are  too  faint-hearted  to  cope  with  the  smaller 
dilemma. 

I  have  been  amazed  to  learn  of  the  plan  submitted  by  the  operating  heads 
of  the  railroads  urging  the  creation  of  the  office  of  a  secretary  of  transporta- 
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tion,  to  be  in  charge  of  the  affairs  of  the  carriers.  Tliis  proposition  appears  to 
me  extremely  ill-advised,  because,  if  adopted,  it  would  be  certain,  sooner  or 
later,  to  bring  politics  into  the  railroads.  Except  in  times  of  great  national 
emergencies,  cabinet  ministers,  no  matter  how  hard  they  may  try,  can  not  be 
expected  to  talce  a  nonpartisan  point  of  view.  Indeed,  it  is  their  duty  to  be 
partisan.  It  is  impossible  to  expect  that  they  could  free  their  minds  from  the 
consideration  of  the  effect  of  their  actions  upon  the  millions  of  voters  involved. 

I  believe  that  it  must  be  a  guiding  principle  and  our  earnest  endeavor  to 
devise  a  machinery  that  will  keep  out  as  mucli  as  possible  ;uiy  undue  influence 
of  politics  and  business,  and  at  the  same  time  be  open  and  attractive  to  men 
possessed  of  the  best  of  expert  talent,  and  capable  of  taking  a  strictly  judicial 
point  of  view. 

I  believe  the  Interstate  Commerce  Commission,  as  organized  to-day,  can  not 
onjoy  the  i-efreshing  intimate  daily  touch  with  the  throbbing  pulse  of  business 
which  engenders  constructive  thouglit ;  it  is  lacking  in  expert,  executive  spirit ; 
moreover,  it  is  overloaded  with  obstructing  detail  and,  as  a  consequence,  I 
fear,  has  become  too  dogmatic  and  too  slow  moving.  Such  a  body  could  hardly 
be  expected  to  act  promptly  and  successfully  in  carrying  out  some  of  the 
administrative  features  involved  in  any  plan  of  the  future  contemplating 
greater  unificatiou  of  operation,  consolidation,  pooling  of  contracts,  use  of  joint 
facilities,  and  direction  of  distribution  of  rolling  stock  amongst  the  several 
ral  roads. 

Without  venturing  to  submit  any  definite  plan,  it  i^eems  to  me  that  by  com- 
bining some  of  the  features  of  the  present  organization  of  the  United  States 
Ilailroad  Administration  with  the  general  plan  of  the  Federal  reserve  system, 
a  very  acceptable  form  might  be  developed.  It  would  involve  the  transforma- 
tion of  the  Interstate  Commerce  Commission  into  a  body  at  Washington  of 
five  or  seven,  half  judicial  and  half  administrative,  dealing  with  the  railroads 
through  the  medium  of  regional  boards,  on  which  the  State  commissions  might 
be  represented,  along  with  railroad  men  and  the  best  business  and  expert  ele- 
ments of  the  district.  The  districts,  however,  ouglit  to  be  mapped  (Uit  large 
enough  to  be  inclusive  of  interests  of  the  most  varied  character,  so  as  to  be 
certain  that  they  would  not  become  subservient  to  any  too  local,  selfish,  or 
one-sided  point  of  view.  The  central  board  and  the  regional  boards  viould  act 
as  buffers  protecting  one  another  against  undue  influences  from  both  politics 
and  business.  One  could  well  imagine  a  "  regional  director  "  in  each  district, 
and  an  expert  "  director  general  "  or  "  secretary  genei-.d  "  at  Washington  acting 
under  the  direction  of  the  Federal  board.  One  can  readily  see  how  a  i)lau  of 
this  kind  would  relieve  the  central  oflice  of  a  mass  of  detail,  how  it  would  pro- 
vide for  an  intimate  touch  with  actual  life  through  the  regional  boards,  while 
the  latter — acting  under  direction  and  control  of  the  central  board— would  be 
protected  from  becoming  luiconsciously  subservient  to  the  local  point  of  view. 
On  the  other  hand,  the  political  influence  would  have  to  break  tlirough  the 
trenches  of  both  the  central  and  regional  organizations  l)efore  it  could  make 
itself  felt  effectively. 

The  stronger,  the  prouder,  and  the  more  efficient  these  boards  are  the  better 
served  and  protected  is  the  country,  and  it  can  not  be  denied  that  there  is  a 
very  real  danger  in  the  fact,  already  cited,  that  Government  boards,  even 
though  they  succeed  in  starting  off  with  the  proper  men,  generally  deteriorate 
rai)idly. 

As  already  stated,  unregulated  private  railroad  operation  being  excluded,  a 
Government  body  must  be  found  in  any  case  competent  to  supervise  and  control 
or,  indeed,  operate  the  railroads.  Should  we  say,  because  we  liave  shown  our- 
selves incapable  of  regulating  railways,  we  are  going  to  own  and  operate  them ; 
in  other  words,  because  we  have  proved  ourselves  unfit  for  doing  the  smaller 
thing  we  are  going  to  undertake  to  do  the  larger?  Should  we  not  rather  ask 
ourselves.  Why  is  it  that  these  boards  deteriorate  and  what  can  we  do  to  pre- 
\ent  it?  To  my  mind  this  problem  touches  not  merely  the  railroads,  it  alTect>< 
the  future  of  the  United  States,  because  it  involves  the  greater  question  of 
whether  or  not  we  shall  be  able  to  make  democracy  safe  and  successful. 

Democracy  means  government  by  the  people,  and  the  rai)id  change  in  the 
personnel  of  those  representing  the  Nation's  will  is  one  of  its  u\ain  character- 
istics. On  the  other  hand,  side  by  side  with  the  development  of  democracy  we 
perceive  a  rapidly  growing  tendency  to  iflace  into  the  Government's  hands  or 
luider  its  control  an  increasing  number  of  highly  important  functions  and  duties 
heretofore  left  to  individual  care  and  private  enterprise.  They  reipiire  expert 
handling,  a  consistent  policy,  and  absolute  disregard  of  the  political  point  of 
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view.  In  other  words,  what  the  hour  calls  for  is  the  creation  of. an  element  of 
absolute  stability  which  the  wave  of  wildly  fluctuating  political  life  and  strife 
can  not  carry  along.  We  have  such  an  element  in  the  Supreme  Court  of  Jus- 
tice— I  believe  we  should  add  supreme  courts  of  finance,  railroads,  trade,  and 
labor.  It  is  true  that  some  bodies  of  this  kind  are  in  existence  to-day,  but 
they  have  not  been  placed  on  a  sufficiently  high  plane  as  to  both  dignity  and 
political  independence  in  order  to  be  able  permanently  to  enlist  the  services  of 
true  leaders,  the  best  of  their  professions.  Nor  do  I  believe  that  honest  efforts 
have  been  made  or  that  there  is  a  genuine  desire  at  Washington  to  elevate 
these  boards  to  so  high  a  standard  or  standing.  Is  it  not  self-apparent  that 
the  time  has  come  when  the  counti'y  is  entitled  to  nonpartisan  and  independent 
bodies  big  enough  to  cope  with  the  Nation's  growing  tasks?  Until  we  accom- 
plish that  aim  we  shall  find  ourselves  facing  the  same  impasse  almost  at  every 
step  in  the  evolution  of  our  governmental,  social,  and  economic  problems. 
Where  there  is  a  will  there  is  a  way.  When  once  we  resolutely  make  up  our 
minds  that  we  truly  desire  it,  I  have  no  doubt  we  can  find  a  solution. 

Let  me  suggest  this  thought :  If  we  constituted  the  men  serving  on  our  future 
supreme  courts  of  justice,  finance,  trade,  railroads,  etc.,  an  electoral  group 
which,  acting  all  together,  would  submit  to  the  President  a  list  of  three  men 
from  which  to  choose  whenever  a  vacancy  on  any  of  these  or  similar  bodies  would 
occur,  would  not  that  be  more  conducive  to  finding  the  best  among  us,  and 
finding  them  willing  to  join  these  boards,  than  in  the  past  when  frequently  men 
were  called  upon  to  serve  with  colleagues  imfit  to  hold  the  office  except  for 
"  geographical  consideration  "  or  for  the  political  point  of  view  they  were  ex- 
pected to  represent.  The  man  who  is  believed  to  have  given  the  inspiration  to 
the  act  creating  the  Federad  Trade  Board  could  not  be  confirmed  on  account  of 
*"  senatorial  courtesy  "  invoked  by  one  man.  That  board,  disheartened  and  dis- 
membered (created  only  four  years  ago,  it  does  not  include  to-day  one  single 
original  member),  has  never  found  its  way  toward  its  real  constructive  oppor- 
tunities. 

Visualize  in  your  mind's  eye,  gentlemen,  the  great  dignity  and  the  high  stand- 
ard of  efficiency  of  the  boards,  as  I  hope  to  see  them,  filled  with  the  leaders  of 
their  professions,  willing  to  sacrifice  highly  remunerative  positions  and  ready 
to  devote  the  rest  of  their  lives  to  the  service  of  their  country  as  any  lawyer 
Avould  follow  a  call  to  the  Supreme  Court. 

Visualize  that  and  compare  with  it  our  present  conditions  of  boards  composed 
of  men,  often  "  untainted  "  with  expert  knowledge,  often  having  joined  these 
bodies  as  a  "  reward  "  or  as  a  political  stepping-stone;  visualize  on  such  boards 
the  task  of  men  struggling  to  maintain  the  nonpartisan  point  of  view,  while 
the  "  sword  of  Damocles  "  is  dangling  over  their  heads  threatening  interference 
or  punishment  in  one  of  the  many  devious  ways  open  under  the  existing  system. 
Can  there  be  any  doubt  as  to  the  necessity  of  setting  a  course  that  will  lead 
the  country  to  a  higher  and  safer  plane?  Have  we  not  the  duty  toward  the 
world  to  make  our  form  of  government  safe  and  efficient?  Should  not  "sena- 
torial courtesies "  and  other  similar  one-man  privileges — surviving  from  the 
dim  past — jump  the  plank  along  with  czars,  emperors,  kings,  and  dukes? 

I  have  met  many  Senators  whose  love  of  country  is  greater  than  their  love  of 
self,  and  I  feel  confident  that  in  expressing  this  suggestion  I  am  voicing  their 
own  feeling. 

In  the  procession  of  the  nations  until  recently  we  held  a  place  near  the  end — 
as  one  of  the  youngest  children.  We  were  looked  upon  as  an  experiment  in 
democracy.  Many  old  leaders  in  the  line  of  nations  have  since  passed  away  and 
we  have  advanced  far  toward  the  head  with  many  new  younger  brothers  and 
sisters  behind  us,  some  of  them  as  yet  quite  wild  and  unbroken.  We  have 
become  their  leaders,  and  it  is  incumbent  upon  us  to  demonstrate  how  to  de- 
velop a  form  of  government  where  the  will  of  the  people  reigns  absolute  and 
supreme,  where  the  tide  of  partisan  administration  swings  freely  from  one 
extreme  to  the  other,  without  thereby  affecting  certain  social  and  economic  insti- 
tutions that  must  be  kept  inviolate. 

Without  creating  such  an  element  of  stability,  Democracy  will  not  be  able  to 
keep  itself  free  from  the  contamination  of  corruption,  nor  will  it  be  capable  of 
bringing  forth  the  highest  degree  of  efficiency  in  social  and  economic  develop- 
ment. Can  it  be  secured?  ]\Iy  evperience  in  banking  reform  mnlces  me  believe 
that  it  can.  It  is  impossible  to  conceive  of  any  prejudice  more  deeply  rooted 
than  was  that  against  a  central  banking  system  in  the  United  States.  As  at 
present  the  words  "vahintion"  and  "guarantee  of  return,"  it  was  anathema 
to  such  a  degree  that  to  mention  it  was  foregoing  one's  chance  for  a  further 
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hearing.  In  spite  of  that,  wlien  the  time  was  ripe  and  tlie  thought  was  pre- 
sented clearly  enough,  it  gained  sufficient  strength  to  be  accepted  as  the  proper 
basis  for  a  campaign  of  education ;  and  once  public  opinion  saw  the  thing  right, 
its  victory  was  secure. 

Don't  let  us  be  discouraged,  or  deflected  from  the  correct  course,  by  those 
who  say  that  a  thing  can  not  be  done.  Let  us,  rather,  accept  the  motto  of  the 
United  States  Army  Engineering  Corps,  which  runs:  "It  can't  be  done? — here 
it  is !"  That  is  the  spirit  in  which  a  youthful  and  strong  nation  conquers  its 
problems.  Let  us  grasp  our  aim  clearly  before  we  start.  Let  us  establish  the 
underlying  thoughts  in  their  simplest  form.  Let  us  give  them  wings  and,  if 
they  are  sound,  public  opinion  will  carry  them  to  victory. 

Let  us  do  our  share  in  making  the  public  understand  why  we  must  not  have 
Government  operation,  and  that  the  real  difficulties  in  the  way  of  satisfactory 
private  operation  obstruct  just  as  much,  and  even  more,  the  road  toward  Gov- 
ernment operation.  That  we  can  not  go  forward  nor  backward  without  first 
overcoming  these  obstacles,  and  that  when  once  we  have  conquered  them,  we 
need  not  waste  any  time  or  tho\ight  in  choosing  between  the  two  paths  then 
lying  ahead  of  us.  one  leading  toward  healthy  economic  and  social  progress 
and  the  other  to  stagnation  and  corruption. 

Aside  from  the  national  problem  of  devising  a  suitable  method  for  securing 
the  proper  personnel,  to  my  mind  the  question  of  a  clear  and  fair  definition 
of  the  "  minimum  and  maximum  "  adequate  return  is  the  crucial  one  in  the 
problem  of  private  railroad  ownership  and  operation  under  Government  con- 
trol. I  believe  that  it  is  inevitable  and  that  we  should  center  the  discussion 
and  our  first  efforts  on  that  one  point ;  when  that  is  properly  disposed  of,  be 
it  in  the  manner  outlined  by  me,  or  in  any  better  way  that  may  be  suggested, 
the  rest  of  the  conundrum  will' appear  very  much  less  perplexing.  And  as  we 
gain  a  clear  picture  concerning  the  final  plan,  we  shall  find  it  less  bewildering 
to  lay  down  the  proper  course  for  dealing  with  the  interval.  Until  that  final 
l)lan  is  established,  the  Government's  present  emergency  organization  should 
continue.  The  railroads  should  not  be  thrown  back  into  a  chaos,  none  of  their 
making,  nor  should  their  fate  be  sealed  by  a  five-year's  Government  operation, 
until  the  country  has  first  had  a  full  and  free  opportunity  to  devise  such  a  plan. 

Justice  Holmes,  in  his  admirable  address  entitled  "  Ideals  and  doubts,"  said 
that  "  The  mode  in  which  the  inevitable  comes  to  pass  is  through  effort."  Let 
us  bear  that  in  mind,  as  also  another  quotation  from  his  si>eech,  that  we  should 
"  Base  legi.slation  upon  hopes  rather  than  regi'ets." 

APPENDIX    NO.    1. — DISCUSSION    OF    SOME    DETAILS    OF   THE   PLAN. 

Against  the  share  in  the  profits  accruing  to  It  the  Government  each  year 
might  charge  the  amounts  to  be  made  good  to  roads  earning  less  than  their 
guaranteed  minimum.  In  addition  it  might  be  provided  that  every  railroad 
operating  under  Federal  franchise  out  of  its  earnings  in  excess  of  4A  per  cent 
should  pay  a  certain  percentage  into  a  contingent  fund  of  its  own.  anil  after 
that  into  a  joint  Federal  contingent  fund,  out  of  which  deficiencies  would  be 
paid  to  itself  and  companies  failing  to  earn  their  guaranteed  minimum  return. 
When  said  contingent  funds  would  have  reached  a  certain  limit  further  pay- 
ments into  them  for  the  time  being  would  be  suspended.  This,  with  the  power 
to  fix  adequate  rates,  would  amply  protect  the  Government  and  render  ver5' 
remote  the  possibility  of  an  actual  outlay  of  money  on  its  part. 

Provision  might  also  be  made  that  the  Government,  at  a  certain  price  based 
upon  the  valuation  plus  later  additions,  might  have  the  option  to  buy  the  rail- 
roads. Capital  expenditures  approved  by  the  Government  would  be  added  from 
time  to  time  to  the  "  Federal  valuation  "  and  become  subject  to  the  minimum 
and  maximum  return  agreement.  Provision  might  be  made  to  empower  the 
regulating  agencies  of  the  Government  in  certain  cases  to  return  profits  received 
to  a  carrier  in  order  to  facilitate  unprofitable  "  pioneer  "  work  desired  by  the 
Government. 

A  scheme  following  the  general  lines  I  have  roughly  sketched  would  have  the 
obvious  advantages — 

(1)  That  it  would  preserve  private  enterprise  and  a  spirit  of  competition; 

(2)  That  by  the  minimum  and  the  maximum  it  would  protect  alike  both 
private  capital  and  the  public; 

(3)  That  it  is  a  voluntary  plan,  leaving  undisturbed  whomever  prefers  to 
remain  in  the  status  quo ; 
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(4)  That  it  would  not  involve  the  direct  and  excessive  use  of  the  Govern- 
ment's credit ; 

(5)  That  it  would  leave  undisturbed  the  bulk  of  existing  railroad  investments 
(even  in  case  of  mergers  many  underlying  securities  could  be  left  outstanding)  ; 

(6)  That  to  railroads  signing  this  agreement  it  would  offer  a  definite  assur- 
ance of  their  ability  to  finance  future  approved  additions  and  improvements  and 
of  their  power  under  proper  control  to  merge  and  pool  with  other  roads ;  and 

(7)  That  these  advantages  \\ill  show  themselves  of  sufficient  force  to  bring 
about  by  a  voluntary  and  natural  process  the  consolidation  of  our  railroad  sys- 
tem into  a  group  of  a  certain  number  of  strong  carriers  rivaling  in  service 
without  unnecessary  wasteful  competition. 

Our  critics  may  raise  the  objection  that  it  would  take  too  long  to  agree  upon 
a  valuation,  and  they  ask.  What  should  we  do  in  the  interval?  Let  us  bear  in 
mind  that  the  Federal  franchise  may  be  granted  when  the  applying  i-ailroad 
signs  the  profit-sharing  contract,  and  that  negotiations  for  mergers,  etc.,  may  be 
engaged  in  from  that  moment  on,  even  though  the  actual  valuation  may  be 
established  only  later  on.  The  first  valuations  no  doubt  would  require  quite 
some  time  and  effort,  but  a  body  composed  of  the  proper  men  and  vested  with 
some  discretionary  power  could  move  with  a  good  deal  less  "  red  tape  "  and  lost 
motion  than  a  purely  bureaucratic  board.  Moreover,  when  once  a  few  stand- 
ards have  been  established  the  following  valuations  are  likely  to  becOme  almost 
a  matter  of  routine.  If  a  railroad  in  advance  of  signing  the  agreement  should 
prefer  to  reach  a  definite  understanding  with  the  valuation  board  concerning 
some  basic  features  of  the  valuation,  there  would  be  no  objection  to  such  course. 
Valuations  are  being  carried  on  at  this  time  at  the  expense  of  the  carriers ;  and 
even  though  a  company,  after  conference  with  the  valuation  board,  might  decide 
not  to  sign  the  agreement,  the  completed  valuations  could  serve  as  the  natural 
basis  for  passing  upon  contemplated  mergers  with  other  companies. 

It  is  ridiculous,  however,  to  exjiect  that  any  radical  cure  of  an  old  and  deep- 
rooted  evil  could  be  accomplished  in  a  few  months,  and  that  a  stream  so  dras- 
tically deflected  from  its  earlier  course  could  be  broiight  back  into  a  safe  and 
permanent  bed  without  some  solid  and  careful  engineering.  When  once  a 
thorough  and  scientific  survey  has  been  made  and  the  new  course  has  been 
definitely  agreed  upon,  there  is  no  reason  why  the  continuation  of  the  United 
States  Railroad  Administration  for  two  or  three  years  should  frighten  us. 
The  main  objection  to  tlie  proposed  five-year  extension  of  its  operations  was 
predicated  upon  the  fully  justified  apprehension  that  it  avouUI  so  disorganize 
and  disrupt  the  several  railroad  systems  that  at  the  expiration  of  that  period 
it  would  prove  practically  impossible  to  "  unscramble  "  them  into  the  original 
units,  and  that  Government  operation  would,  therefore,  become  the  inevitable 
final  I'esult. 

With  a  definite  plan  agreed  upon  in  advance,  involving  the  return  of  the 
roads  to  private  operation,  ho  such  danger  would  exist.  It  is  quite  safe  to 
assume  that  in  that  case  the  United  States  Railroad  Administration  would  at 
once  adapt  its  course  toward  the  reestablishment  of  separate  units  and  that  it 
Avould  assist  in  bringing  about  mergers  and  consolidations  upon  natural  and 
economic  lines  in  accordance  with  the  ultimate  aims  of  the  scheme.  Indeed, 
one  could  well  imagine  that  railroads  applying  for  a  Federal  franchise  would 
be  permitted  to  operate  their  roads  as  "  agents  for  the  United  States  Railroad 
Administration  "  until  they  could  safely  be  given  back  to  their  owners  and  the 
present  guaranty  of  return  by  the  Government  be  terminated.  That  would  at 
once  conserve,  and  begin  to  rebuild,  the  individual  organizations  of  such  car- 
riers. 

Some  critics  will  claim  that  continued  Government  operation  might  entail  a 
severe  loss  to  the  United  States.  That  may  be  true ;  but  that  would  constitute 
a  part  of  the  cost  of  the  war  just  as  much  as  the  country's  prospective  loss  on 
wheat  and  on  shipbuilding.  If  the  loss  involved  in  a  two  or  three  years'  Gov- 
ernment railroad  operation  should  lead  to  a  permanent  solution  of  this  per- 
plexing problem,  it  would  prove  money  well  spent.  It  may  be  considered  a 
trifle  as  compared  with  the  direct  and  indirect  losses  that  would  be  inflicted 
upon  us  by  permanent  Government  operation. 

In  discussing  this  plan,  the  general  lines  of  which  I  submitted  at  a  confer- 
ence called  by  the  United  States  Chamber  of  Commerce  at  Washington,  D.  C, 
on  December  13,  1918,  I  frequently  met  with  the  objection  that  the  acceptance 
of  a  Government  guaranty  w^^s  tantamount  to  a  surrender  to  Government 
ownership  and  operation,  because  such  a  guaranty  could,  only  be  given  by  the 
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Government  where  its  powers  are  practically  unlimited.  But  other  plans  so  far 
submitted  all  seem  to  provide — as  indeed  they  should — for  such  unrestricted 
powers  of  regulation,  conceding  these  powers,  however,  without  as  safe  a  rein- 
surance against  overregulation  as  would  be  furnished  by  the  contemplated 
guaranty.  AVhile  the  latter  way  of  approach  may  be  more  cumbersome,  it 
W'Ould  appear  to  be  the  safer  in  the  long  run.  It  is  unnecessai'y  to  strain  that 
point. 

One  feature  of  the  labor  problem  deserves  to  be  emphasized  in  this  connec- 
tion, inasmuch  as  it  has  an  important  bearing  upon  the  question  of  Government 
guaranty  versus  Government  ownership.  Except  to  the  extent  that  it  may  be 
controlled  by  public  opinion,  the  power  of  labor  in  railroading  at  present  is 
almost  absolute  (unless,  like  iu  France,  the  Government  is  prepared  to  use  its 
military  forces  to  operate  trains  in  case  of  strikes).  As  long  as  increases  in 
wages  are  offset  by  increased  cost  of  transportation,  the  entire  country  is  inter- 
ested in  seeing  an  increase  in  wages  not  exceed  reasonable  bounds,  and  as  long 
as  there  is  private  operation  (even  with  the  contemplated  Government 
guaranty)  wages  and  transportation  rates  will  have  to  remain  in  a  certain 
reliition.  There  is  reason  to  apprehend,  however,  that  with  Government  opera- 
tion this  relation  would  cease  to  prevail. 

As  experience  tells  us,  no  careful  account  is  kept  of  cost,  depreciation,  interest 
charges,  etc.,  under  Government  operation.  Wages  could,  therefore,  be  increased 
without  a  corresponding  adjustment  in  transportation  rates,  because  nobody 
could  tell  whether  or  not  the  carriers  were  operating  at  a  profit  or  loss.  A 
deficit  would  be  covered,  not  by  the  shippers  involved  but  by  increased  taxa- 
tion. The  corrective  influence  of  public  opinion  would  thus  be  lost,  because 
the  broad  masses  would  no  longer  be  in  a  position  to  appreciate  the  direct 
effect  upon  their  own  pockets.  It  is  easy  to  foresee  what  the  consequence 
would  be. 

Nobody  is  more  sincere  than  I  in  wishing  for  labor  the  highest  possible 
wages,  but  where  they  can  not  be  regulated  by  the  free  display  of  the  forces 
of  demand  and  supply  there  is  grave  danger  that  excessive  wages  exacted  by 
force  and  paid  to  a  single  class  of  workers  may  bring  harm  to  the  country  at 
large,  including  the  wage  earners  themselves. 

APPENDIX  NO.   2 — GOVETRNMENT  OWNERSHIP  AND  PRIVATE  OPERATION. 

Government  ownership  and  private  operation  (supposedly  by  lease)  would 
appear  to  offer  many  objections  and  few  advantages.  The  Government,  if  It 
adopted  such  a  course,  would  have  to  issue  its  bonds  for  its  total  investment 
in  dividend  and  nondivideiid  paying  railroad  stocks,  and — unless  by  an  in- 
discriminate guaranty  it  wanted  to  make  all  second  and  third  class  bonds  as 
good  as  those  of  the  primest  quality — it  would  furthermore  have  to  issue  its 
own  obligations  in  exchange  for  outstanding  railroad  bonds,  accepting  them  at 
varying  prices.  This  would  uproot  the  investments  of  the  country  from  top 
to  bottom.  For.  even  though  dloverunient  credit  would  decline,  many  investor 
could  not  subsist  on  the  lower  return  to  be  derivtnl  from  Government  bonds,  and 
railroad  stocks  and  bonds  having  been  driven  out  of  existence,  industrial  se- 
curities would  be  sought  to  the  detriment  of  the  market  for  Government  bonds. 

Transportation  rates,  in  these  circumstances,  unless  the  ri>sulting  deficit  is  to 
be  made  good  l)y  taxation,  would  have  to  be  fixed  high  enough  to  permit  the 
refund  to  the  (Government  not  only  of  the  iTiterest  to  be  paid  on  its  total 
investment,  presumably  at  a  rate  not  materially  less  than  4f  per  cent,  but  in 
addition  to  cover  the  profit  to  be  made  by  the  lessee,  who  would  not  luidertake 
the  burden  and  the  risk  without  an  adequate  margin.  The  plan  could,  there- 
fore, not  be  expected  to  produce  cheaiier  tran.«ii)ortation  rates  than  private 
operation.  On  the  other  hand,  it  would  permanently  deteriorate  the  price  of 
Government  bonds,  and  it  would  tear  to  shreds  the  entire  fabric  of  investments. 
Needless  to  state,  these  are  effects  which  it  should  be  our  aim  to  avoid  as  far 
as  we  can.  The  plan  presupposes,  moreover,  some  kind  of  valuation,  presumably 
the  average  market  prices. 

If  we  are  willing  to  accept  that  basis  we  might  just  as  well  adopt  it  as  a 
foundation  for  the  mininnnn  and  maximum  guaranty  plan,  which  would  leave 
the  bulk  of  the  leading  railroad  securities  undisturbed,  would  better  protect 
the  Government's  credit,  and  would  avoid  some  of  the  pitfalls  already  discussed 
in  this  paper. 
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APPENDIX   NO.   3. 

fAbstracts    from    Historical    Sketcli   of   Government    Ownersliip    of   Railroads   in    Forci"n 
Countries,  by  W.  N.  Acworth.]  " 

In  telling  about  Italy's  experience  in  taking  over  some  of  the  railroads,  Mr. 
Acworth  states  as  follows: 

"  *  *  *  B^f  fijp  ftuancial  results  are  very  serious,  especially  for  a 
country  so  poor  as  Italy.  The  demands  of  the  staft  which  the  railroad  admin- 
istration has  found  itself  powerless  to  resist  have,  in  the  eight  years,  1906  to 
1913,  implied  an  additional  expenditure  of  $18,330,440.  In  the  sauie  period  the 
number  of  staff  increased  from  121,000  to  149,000,  equal  to  23  per  cent.  Per 
kilometer  of  road  worked  there  were  9.3  men  at  the  earlier  dates  and  10.9  at 
the  later.  But  while  numbers  increased  23  per  cent,  cost  increased  57  per  cent; 
in  other  words,  the  average  wage  per  employee  increased  27  per  cent. 

"  The  gross  receipts  rose  in  the  eight  years  from  $78,724,416  to  $120,595,000, 
or  well  over  50  per  cent,  while  the  length  of  line  operated  remained  practically 
unchanged.  Per  train-mile  the  increase  was  from  $1.41  to  $1.63,  or  about  16 
per  cent.  With  much  greater  density  of  traffic  and  a  considerable  increase  in 
earnings  per  train-mile,  one  would  naturally  have  expected  a  substantial  im- 
provement in  the  operating  ratio,  once  road  and  rolling  stock  had  been  brought 
into  good  order.  But  the  opposite  has  been  the  case.  In  the  first  year  of 
nationalization  the  operating  ratio  was  73.4;  in  no  subsequent  year  has  fallen 
below  79.5  per  cent;  and  for  the  three  years,  1911-1913,  it  averaged  84.4  per 
cent.  Each  year  shows  a  substantial  advance  in  operating  costs  over  the  year 
preceding  it.  The  figure  in  the  first  year  of  the  period  was  $57,885,600 ;  in  the 
last  it  is  $102,264,560.  an  increase  of  over  78  per  cent. 

u  *  *  *  How  far  the  Italian  Government  is  satisfied  with  the  existing  situa- 
tion may  be  judged  from  a  significant  fact  which  has  not  hitherto  received  the 
publicity  which  it  merits.  In  at  least  two  cases  just  before  the  war  conces- 
sions had  been  granted  to  a  private  enterprise  which  has  to  take  over  a  portion 
of  the  existing  State  railway,  to  build  an  extension  with  the  help  of  substantial 
State  subsidies,  and  then  work  on  its  own  account  both  sections  as  one  under- 
taking." 

With  respect  to  Austria's  experience,  the  following  is  characteristic : 

"Austria  at  one  time  sold  to  private  companies  a  number  of  railways  that  had 
been  built  by  the  State.  Nowadays  having  bought  most  of  them  back  again,  it 
owns  80  per  cent  of  the  total.  One  incident  of  the  transfer  deserves  to  be  re- 
lated. The  Kaiser  Ferdinand  Nordbahn  (the  Northern  Railway)  was  an  old 
and  very  rich  company.  Its  dividend  for  the  previous  five  years  had  averaged 
over  12  per  cent.  It  was  taken  over  in  1906.  In  1910  the  president  of  the 
Austrian  Chamber  of  Deputies  described  the  result  as  follows :  '  We  have  always 
been  in  favor  of  the  State  taking  over  the  railways,  but  if  we  had  been  able  to 
foresee  the  results  of  the  management  I  assure  you  we  would  have  hesitated 
a  little  longer.  We  are  still  in  favor  of  the  principle,  but  it  does  not  seem  to- 
ns that  our  Government  has  performed  a  remarkable  feat  when  it  has  suc- 
ceeded in  creating  a  deficit  on  the  Northern  Railway.  The  Government  has  en- 
listed an  army  of  new  employees;  they  have  gone  much  too  far  in  the  reduc- 
tion of  hours  of  labor ;  instead  of  commercial  management  they  have  appointed 
lawyers  to  posts  that  require  business  men  or  experts;  they  have  established 
an  entirely  unpracticable  bureaucracy.  At  the  present  moment  we  are  face 
to  face  with  a  deficit  of  $25,000,000.  There  would  be  no  deficit  if  the  return 
from  our  railways  were  that  which  it  ought  to  be.  I  repeat  that  absolute 
imbecility  has  characterized  the  taking  over  of  our  railways.  We  must  intro- 
duce business  ideas  into  the  Government  service.' " 

France's  experiences  in  Government  ownership  and  operation  are  of  par- 
ticular significance  for  us,  and  it  may  be  pei'missible,  therefore,  to  quote  a 
little  more  extensively  what  Mr.  Acworth  says  in  this  connection : 

"  Here  in  broad  outline  is  the  story  of  the  result  of  the  transfer  of  the 
Western  Railway.  In  five  vears— 1904-1908— before  the  transfer  the  gross 
receipts  rose  steadily  from  $37,084,000  to  $42,145,000.  In  the  five  subsequent 
years— 1909-1913  (the  war  upset  entirely  the  figures  for  1914)— the  gross 
receipts  rose  from  $42,333,000  to  $48,701,000,  a  slightly  greater  rate  of  increase. 
In  the  five  years  before  the  transfer  the  operating  expenses  rose  from 
$20,796,000  to  $28,388,000.  this  last  figure  being  unduly  inflated  by  the  fact 
that  from  the  date  the  chamber  voted  the  acquisition  of  the  railway  the  staff 
became  entirely  demoralized.    The  first  year  after  the  acquisition  the  operating 
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expenses  were  $30,304,000.  The  nest  year  they  were  $34,921,000,  and  the  year 
after  $39,454,000.  In  1912  they  reached  $41,800,000,  and  for  1913  they  fell 
back  to  $41,478,000.  In  other  words,  to  earn  a  net  revenue  increased  by  31  per 
cent  the  operating  expenses  increased  by  100  per  cent.  The  net  revenue  was 
never  below  $13,757,000  in  the  worst  year  of  company  rule.  It  fell  to  $5,352,000 
after  the  Government  had  been  in  possession  four  years.  The  operating  ratio, 
which  had  risen  from  56.4  to  67.8  under  the  company,  was  for  the  next  five 
years  as  follows :  72.7,  79.9,  87,  89.4,  and  85.2.  It  is  fair  here  to  make  a  qualifi- 
cation. 

"  The  operating  ratio  had  gone  up  on  all  the  French  railways  between  the 
two  periods.  It  averaged  50.3  for  the  other  five  great  companies  for  the  years 
1905  and  1906  and  58.4  for  the  two  years  1912  and  1913.  But  a  rise  from  50.3 
to  58.4  is  one  thing ;  a  rise  from  56.4  to  89.4  is  quite  another. 

"A  main  argument  used  in  Parliament  in  favor  of  transfer  from  the  com- 
pany to  the  State  was  that  the  company  never  did  and  never  could  earn  its 
guaranteed  dividend  in  full,  still  less  the  extra  dividend  which  it  would  be 
entitled  to  if  earned ;  that  the  company  was  accordingly  a  mere  caretaker  and 
not  interested  in  financial  results  and  did  not  operate  and  could  not  be  expected 
to  operate  with  economy.  The  State  on  the  other  hand  would  have  a  direct 
interest  in  operating  economically.  That  was  the  argument.  Here  are  the 
facts.  During  the  last  10  years  of  company  management  the  State  had  to  pay 
an  average  of  $2,894,280  a  year  to  meet  its  liability  under  the  guaranty  to 
make  up  the  deficiency  in  net  operating  income.  During  the  first  three  years 
after  the  transfer  the  sums  it  had  to  find  under  the  same  head  were  $6,753,320, 
$8,875,792,  and  $14,934,484,  respectively.  For  the  year  1913  the  figure  was 
$14,752,237. 

"  Nor  do  these  deplorable  financial  results  tell  the  whole  story.  The  service 
to  the  public  was  absolutely  demoralized.  There  were  several  very  serious  and 
numerous  smaller  accidents,  and  the  staff  and  the  public  got  so  frightened  that 
the  express  trains  on  the  main  line,  already  the  slowest  in  France,  were 
decelerated  down  to  a  timing  that  had  been  abandoned  as  inadequate  in  1896. 
In  addition,  a  number  of  trains  were  suppressed  altogether.  Punctuality  went 
to  the  winds.  Coniuuiters  on  the  system  in  the  suburbs  of  Paris  were  com- 
pelled by  the  employers  to  live  elsewhere  because  of  the  unpunctuality  of  their 
arrival  at  their  work.  As  for  the  service  in  general,  one  figure  will  suffice. 
Compensation  for  accidents,  loss,  and  damage  averaged  some  $400,000  or 
$500,000  a  year  in  the  last  days  of  tlie  company.  In  1911  the  figure  was 
■$2,045,291.  The  minister  of  the  public  works  himself  publicly  criticized  the 
State  administration  as  'a  frightful  fraud."  And  the  Senate  ])assed  unani- 
mously a  resolution  beginning  '  The  deplorable  situation  of  the  State  system, 
the  insecurity  and  irregurality  of  its  workings.' 

"  M.  I^ieroy-Beauliou  gives  the  reasons  for  the  '  deplorable  situation '  as  fol- 
lows :  '  In  the  first  place,  it  is  the  abuse  of  formalism  and  red  tape,  with  all 
the  delays  which  follow  and  which  are  directly  in  conflict  with  commercial 
needs.  In  the  second  place,  it  is  the  lack  of  stability.  The  director  and  all 
the  chiefs  of  the  service  at  the  will  of  the  ministers,  whilst  in  the  private  com- 
panies the  higher  personnel  is  maintsiinod  a  long  time,  fulfilling  the  same  func- 
tions. It  is  next  the  political  inlluence  which  enters  into  the  choice  and  ad- 
vancement of  tlie  personnel.  It  is,  lastly,  the  lack  of  discipline  which  also 
results  from  the  political  influence  at  work.  From  the  electoral  point  of  view, 
the  lower  staff,  being  much  more  numerous,  will  always  IiaA  e  much  more  power 
than  the  superior  staff.  It  is  always  on  the  side  of  thfc  former  that  many 
deputies  will  be  systennnatically  ranged.  Above  all,  it  is  impossible  to  be  at 
once  controller  and  controlled.  If  one  of  the  great  French  companies  under 
private  management  renders  poor  service,  the  public  opinion  is  not  slow  to 
move  the  public  power,  and  as  this  has  been  the  means  to  bring  pressure  in- 
directly but  in  many  ways  iipon  the  companies,  they  are  led  to  reform.  On 
the  contrary,  many  complaints  are  made  against  the  State  itself;  the  adminis- 
tration, irresponsible,  does  not  listen.  Itather,  it  seems  indignant  that  par- 
ticular individuals  or  even  large  associations  should  dare  to  find  that  all  is 
not  perfect.' 

"  From  all  points  of  view,  the  experience  of  State  railways  in  France  is  un- 
favorable, as  was  foreseen  by  all  those  who  had  rellected  upon  the  bad  results 
given  by  the  other  industrial  undertakings  of  the  State,  such  as  the  telephones, 
matches,  and  many  others.     The  State,  above  all,  an  eleclive  administration, 
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can  not  be  a  good  commercial  manager.     It  works  expensively,  and  is  power- 
less before  its  employees. 

"  M.  Leroy-Beaulieu  gives  examples  of  what  has  happened  under  the  various 
heads.  '  As  for  formalism  and  red  tape,'  on  the  eve  of  the  handing  over  of 
the  railway  to  the  State,  there  were  1,526  employees  in  the  central  office. 
Within  three  years  the  number  had  increased  to  2,587.  '  The  single  service  of 
the  accountant  general  was  increased  by  70  persons  directly  after  the  repur- 
chase.' And  this  was  due  partly  to  political  pressure,  and  partly  to  excessive 
red  tape.  For  example,  in  the  Caen  division,  the  preparation  of  the  pay  sheets, 
which  under  the  company  took  9  persons  3  days  (27  days),  under  the  State 
administration  took  12  persons  6  days  (72  days).  'According  to  official  docu- 
ments, tliere  are  no  less  than  96  persons  receiving  a  salary  of  more  than 
$1,929.52  in  the  State  system.' 

"  As  against  33  on  the  system  of  a  neighboring  company  of  much  the  same 
mileage  but  with  much  higher  receipts.  In  the  five  years  from  1908  to  1912, 
the  total  expenditures  increased  $10,573,770,  of  which  $8,412,707  were  for 
salaries  and  wages.  In  1908,  out  of  every  $19.30  of  receipts,  the  company  paid 
$7.24  in  salaries  and  wages.  In  1912  this  figure  was  $9.70.  The  comparative 
figure  for  the  five  great  companies  is  only  $5.70.  In  1910,  per  $192,952  of  re- 
ceipts, the  State  railways  employed  235  persons ;  the  private  companies,  174. 

"  One  story  given  by  M.  Leroy-Beaulieu  is  so  striking  as  a  sample  of  the 
highest  quality  of  red  tape,  that  it  deserves  to  be  given  at  length.  It  is  from 
a  letter  of  a  stationmaster  read  in  the  Chamber  of  Deputies :  '  In  the  time  of 
the  Western  Co.  we  stationmasters  had  orders  to  use  the  rolling  stock  as 
quickly  as  possible,  and  to  send  to  a  given  station  all  that  we  did  not  require 
ourselves.  Under  the  State  all  is  changed.  p]very  stationmaster  is  forbidden 
to  load  any  wagon  without  the  orders  of  the  distribution  bureau  of  the  district. 

"  This  bureau  is,  as  is  well  known,  a  new  creation,  specially  designed  for  the 
purpose  of  finding  situations  for  so  many  bureaucrats.  Recently,  having  re- 
ceived two  wagons  loaded  with  horses,  accompanied  by  an  order  to  send  these 
wagons  to  Caen  after  they  were  unloaded,  I  thought  to  do  well  by  loading  in 
these  two  wagons  200  sacks  of  grain  which  had  been  waiting  in  the  sheds  for 
several  days  to  go  to  Caen.  But,  alas,  I  did  not  know  the  bureau  of  distribu- 
tion. The  next  day  I  saw  my  two  wagons  return,  and  I  received  at  the  same 
time  an  order  to  unload  them,  I  was  reproved  into  the  bargain  for  excess  of 
zeal.  I  had  to  obey  the  order.  That  evening  I  sent  the  wagons  empty  to  Caen. 
Next  day  I  received  two  others,  also  empty,  in  which  to  load  the  grain." 

Prussia's  record  in  railroading  is  generally  quoted  as  the  one  conspicuous 
illustration  of  successful  governmental  operation.  However,  we  might  sum  iip 
Mr.  Acworth's  finding  as  follows :  Owing  to  the  autocratic  character  of  the 
Prussian  Government  of  the  past,  Government  operation  in  that  country  was 
free  from  some  of  the  vicissitudes  that  follow  a  parliamentary  rule.  There  was 
a  one-man  power  administration,  efficient  indeed,  and  economical,  but  carried 
on  with  more  regard  for  the  Government's  requirements  and  less  consideration 
for  the  shipper  than  would  be  tolerated  with  us,  and,  on  the  whole,  lacking  in 
progressive  or  inventive  spirit. 

"  Prussia  has  clung  to  the  old  four-wheeled  cars,"  says  Mr,  Acworth,  "  with 
an  average  capacity  of  less  than  15  tons,  while  the  size  of  car  in  the  United 
States  has  been  increased  to  30  tons,  50  tons,  and  now  70  tons  and  90  tons,  with 
the  result  that,  while  the  average  American  freight  train  has  reached  500  tons, 
the  Prussian  load  is  246  tons,  or  less  than  half  the  American,  and,  to  redress 
the  balance,  the  American  freight  rate  per  ton-mile  is  half  the  Prussian,  in 
spite  of  the  fact  that  Prussian  railways  pay  practically  no  taxes  and  that 
American  wages  are  double  those  in  Prussia." 

Having  given  you  these  European  illustrations,  let  me  cite  you  a  passage 
from  Mr.  Acworth's  testimony  bearing  upon  Canadian  experiences : 

"  *  *  *  rjij^ig  Canadian  Government  built  the  National  Continental  Rail- 
way. It  never  ought  to  have  been  built.  There  clearly  was  no  need  for  it,  and 
there  is  no  traffic  for  it. 

"  They  started  to  build  it  on  an  estimate,  I  think,  of  $35,000  a  mile — something 
like  that.  The  estimate  was  made  in  a  manner  that  I  do  not  hesitate  to  say 
you  or  I  would  never  accept  from  an  architect  if  we  were  going  to  build  a 
$1,000  bungalow.  The  man  who  made  the  estimate  went  and  looked  at  the  line 
and  said,  '  There  are  so  many  miles  and  I  think  it  ouglit  to  cost  so  much,'  and 
he  multiplied  the  miles  by  the  dollars,  and  they  started  off  and  built  2,000  miles 
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on  that  estimate,  and  tlie  estimate  was  something  like  $30,000  a  mile,  and  the 
fact  was  ninety  thousand  and  some  odd  dollars  a  mile. 

"  I  will  give  you  one  other  thing.  I  am  not  betraying  any  confidence,  because 
it  was  in  all  the  newspapers  when  I  was  in  Canada.  There  is  an  old  line,  the 
Intercolonial.  It  has  a  very  fair  traffic;  it  earns  about  $11,000  a  mile  per 
annum ;  it  certainly  has  low  rates.  But  the  low  rates  are  certainly  not  suffi- 
cient to  account  for  the  fact  that  over  a  series  of  30  years  it  has  cost  to  operate 
more  than  its  gross  receipts ;  and  that  is  not  the  whole  story,  because  in  the 
course  of  those  30  years  the  capital  per  mile  was  put  up  from,  I  think  it  was, 
$37,000  to  $57,000  a  mile,  and  it  was  not  a  railway  with  any  great  growing 
traffic  which  needed  a  large,  new  capital  expenditure.  The  increase  of  the  cap- 
ital cost  per  mile  was  mainly,  I  have  no  hesitation  in  saying,  due  to  the  fact 
that  year  after  year  they  charged  to  capital  renewals  which  ought  to  have  been 
charged  into  the  current  expenses.     Now,  that  is  the  railway. 

"  In  the  last  few  years  there  is  a  new  minister  who  has  insisted  that  the  rail- 
way should  be  managed  as  a  railroad.  The  Montreal  Gazette,  I  remember,  said 
some  years  ago  it  was  not  a  railway  but  an  opera  buffet,  and  he  insisted  It 
should  be  managed  properly,  and  things  have  very  much  improved.  Last  year, 
with  an  additional  traffic  owing  to  war,  they  actually  earned  a  dividend  of  2 
per  cent  after  paying  for  their  renewals  honestly.  Such  a  thing  never  had 
occurred  and  they  are  quite  sui'prised  in  that  district. 

"  When  I  was  in  Canada  there  appeared  a  letter  in  the  newspapers  from  a 
gentleman  who  was  a  member  of  Parliament  from  one  of  the  districts  served  by 
the  railroad,  and  he  wrote  that  he  was  i-esigning  his  seat  in  the  Parliament — • 
but  he  was  rather  a  prominent  supporter  of  the  government — and  he  publicly 
gave  as  his  reason  for  resigning  that  the  minister  of  railroads  and  the  general 
manager  had  thought  fit  to  appoint  the  person  whom  they  thought  qualified  to  be 
district  superintendent  rather  than  the  person  that  he  recommended.  He  said 
that  openly.  That  is  how  he  considered  the  railroads  ought  to  be  managed — 
that  he  shoiild  name  the  district  superintendent  because  he  was  tlie  member 
from  that  district." 

(Whereupon,  at  11.05  a.  m.,  the  committee  adjourned  until  Thurs- 
day, February  13,  1919,  at  10  o'clock  a.  m.) 
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THURSDAY,  FEBRUABY  13,  1919. 

U>'iTED  States  Senate, 

COMMITl'EE    ON    INTERSTATE    COMMERCE, 

Washington^  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  in,, 
in  room  410.  Senate  Office  Building,  Senator  Ellison  D.  Smith 
(chairman),  presiding. 

The  Chairman.  The  connnittee  will  come  to  order. 

Senator  Robinson.  Mr.  Chairman,  I  would  like  to  inquire  whether 
any  others  of  the  Senators  desire  to  question  Mr.  Garretson  further? 

Senator  Cum3iins.  I  have  finished. 

Senator  Kellogg.  I  do  not  care  to  examine  Mr.  Garretson  further. 

Senator  Robinson.  I  do  not  care  to  examine  him,  and  unless  Sen- 
ator McLean  does,  I  suggest  that  he  be  excused. 

Senator  McLean.  Unfortunately,  I  have  been  engaged  before  an- 
other connnittee  for  several  days,  and  I  have  not  had  the  privilege  of 
hearing  his  testimony. 

Senator  Robinson.  And  you  do  not  care  to  examine  him? 

Senator  McLean.  Xo;  inasmuch  as  I  have  not  heard  his  testimony, 
1  will  not  examine  him. 

Senator  Robinson.  Then,  why  may  he  not  be  excused? 

The  Chairman.  Yes.  The  understanding  yesterday  was  that  be- 
fore the  committee  finally  closes  its  hearings  if  anyone  desires  to 
recall  him  we  will  do  so.  Then,  unless  something  further  develops, 
it  is  understood  that  Mr.  Garretson  is  excused. 

Mr.  Warfield  was  to  go  on  again  this  morning,  but  Senator  Kel- 
logg says  he  has  a  witness  here  who  will  take  but  a  few  moments, 
and  he  wants  to  get  away,  and,  therefore,  if  it  is  agreeable  to  the 
committee,  we  will  let  him  go  on  for  15  or  20  minutes  in  order  that 
he  may  state  what  he  has  to  say  and  get  aAvay. 

Senator  Robinson.  There  will  be  no  objection  to  that. 

Senator  Kellogg.  Mr.  Bunn  lives  in  St.  Paul,  and  Mr.  Thom  is 
.«;ick  and  asked  Mr.  Bunn  to  go  on. 

The  Chairman.  Mr.  Bunn,  you  may  proceed. 

STATEMENT  OF  MR.  CHARLES  W.  BUNN. 

The  Chairman.  Will  you  give  your  full  name,  address,  and  also 
your  official  connection  ? 

Mr.  Bunn.  Charles  W.  Bunn,  general  counsel  of  the  Northern 
Pacific  Railway  Co..  St.  Paul,  Minn.    I  appear  rather  for  my  brother, 
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Thorn,  who  is  ill,  and  I  am  indebted  to  the  courtesy  of  you  gentle- 
men for  the  privilege,  and  shall  be  very  brief, 

I  confine  my  remarks  to  one  feature  of  this  great  matter — a  feature, 
however,  which  to  my  mind  is  fundamental.  Many  other  things  that 
you  have  discussed  you  may  regulate  this  way  or  that,  but  I  regard 
what  I  will  present  to  you  as  one  of  the  most  important  features 
of  any  rational,  successful  system  of  railway  regulation. 

What  I  wish  to  impress  upon  you  is  that  no  system  will  be  suc- 
cessful unless  it  contains  the  element  of  a  power  in  the  Federal 
Government,  to  be  quickly  and  efficiently  exercised,  without  unnec- 
essary delay  and  expense,  to  control  the  whole  rate  situation.  I  am 
not  going  to  suggest  that  the  State  commissions  be  abolished; 
I  am  not  going  to  suggest  any  limitation  on  their  functions,  except 
to  a  certain  extent,  which  is  that  their  rates  from  time  to  time  ought 
to  be  reviewed  by  the  Commerce  Commission,  and,  if  necessary, 
put  in  harmony  and  brought  to  the  same  basis  with  the  rates  which 
the  Commerce  Connnission  from  time  to  time  may  establish  with 
respect  to  interstate  traffic. 

I  speak  with  some  knowledge  on  this  subject,  having  conducted  a 
good  many  rate  cases  in  the  northwestern  part  of  this  country — 
among  others  the  case  known  as  the  Minnesota  Eate  Case — and  I 
bad  the  privilege  of  discussing  this  branch  of  the  law  before  the 
Supreme  Court  in  the  Minnesota  Rate  Case. 

It  will  be  found,  I  think  you  will  be  satisfied,  without  any  long 
examination  of  the  subject,  that  this  rate  subject  essentially  is  a 
unit;  it  can  not  be  dealt  with  piecemeal  by  independent  sovereigns. 
The  system  of  transportation  can  not  be  broken  up  and  regulated 
piecemeal  by  State  lines,  any  more  than  by  county  lines.  They  are 
not  operated  on  State  lines;  their  traffic  is  mixed;  that  is,  the  local 
traffic  within  each  State  is  mixed  in  the  same  cars  and  in  the  same 
trains,  and  hauled  by  the  same  locomotive  engineers  and  conductors 
and  brakemen,  as  the  traffic  among  the  States;  and  the  situation  that 
a  rate  should  be  a  dollar  when  it  crosses  the  State  line  and  80  cents 
for  the  same  distance,  under  the  identical  circumstances  and  condi- 
tions, on  the  identical  freight,  where  it  docs  not  cross  the  State  line, 
is  a  discrimination.  It  is  a  breaking  down  of  the  Federal  control  of 
the  subject,  or  it  is  a  destruction  of  interstate  commerce,  and  the  sub- 
stitution, in  lieu  of  it,  of  local  commerce.  The  same  is  true  of  the  pas- 
senger rates. 

I  believe  that  you — and  when  I  say  "  you  "  I  mean  the  Federal 
Government  for  whom  you  are  acting — ought  at  this  juncture  to 
establish  some  system  which  would  encourage  the  investment  of  capi- 
tal in  railways,  in  the  long  run,  and  secure  to  this  country  a  success- 
ful and  efficient  transportation  system,  would  develop  all  its  resources 
and  take  care  of  all  its  possibilities  in  times  of  stress  and  war,  such 
as  we  have  been  going  through. 

In  an}^  such  system  an  absolute  essential  is  some  policy  or  mark 
to  be  aimed  at  with  respect  to  the  return  on  investment.  In  other 
words,  some  policy  to  be  reached  by  setting  up  a  general  scheme  of 
rates  of  some  sort;  and  let  me  assume,  for  the  sake  of  illustration, 
that  you,  acting  for  the  National  Government,  say  that  a  policy  ought 
to  be  adopted  which  would  earn  10  per  cent  on  the  money  honestly 
md  actually  engaged  in  transportation,  with  not  to  exceed  7  per  cent 
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to  be  divided  among  the  investors,  and  3  per  cent  to  be  reinvested  in 
the  property.  That  is  one  alternative.  You  may  say  7  per  cent  is 
enough  to  be  earned  by  this  invested  money,  and  1  per  cent  to  be  re- 
invested in  the  property  5  or  you  may  say  that  6  per  cent  is  enough 
to  be  earned,  with  no  reinvestment  in  the  property,  and  raise  your 
new  money  by  capitalization.  All  those  questions  are  questions  of 
large  policy,  which  ought  to  be  by  you  decided  in  a  general  way  and 
some  standard  set  up  for  the  Interstate  Commerce  Commission  to  aim 
at  in  fixing  the  revenues  of  these  companies. 

The  weakness  of  the  State  situation — and  I  speak  with  great  re- 
spect for  the  State  commissioners,  for  many  of  whom  I  have  a  high 
regard — and  there  is  a  gentleman  in  this  room,  an  ex-member  of  the 
Minnesota  commission,  for  whom  I  have  the  highest  regard,  and  I 
speak  with  no  antagonism  or  hostility  for  State  commissions — but 
the  weakness  of  the  State  situation  is  that  no  State  can  look  beyond 
its  own  borders.  It  constantly  acts  and  legislates  with  respect  to 
what  is  in  its  own  territory  and  it  can  not  go  beyond  that,  and  it 
can  not  take  in  or  establish  any  such  system  as  you  may  establish, 
and  as  I  have  stated.  It  can  not  set  up  any  mark  to  be  earned  or 
reached  by  the  transportation  systems  as  a  whole,  or  by  even  one 
system  of  railway,  as  a  whole,  for  that  system  many  cross  seven  or 
eight  States;  it  is  perfectly  common  that  it  does;  and  the  effort  of 
each  State,  the  effect  of  its  legislation,  the  more  you  study  it  the  more 
you  will  be  convinced,  whether  intentional  or  unintentional,  is  to 
seek  some  advantage  as  compared  with  interstate  transportation,  or 
as  compared  with  the  transportation  done  in  neighboring  States. 
And  the  question  comes  down  to  whether,  on  the  whole,  it  is  better 
policy  for  this  Nation  to  regulate  the  rates  or  for  State  A  to  have 
its  rates  more  or  less  regulated  by  State  B.  Whether  it  is  not  better 
for  every  State  to  have  one  scheme  of  regulation, 

A  common  feature  of  State  rates — and  it  is  a  feature  of  real  griev- 
ance— is  that  they  are  set  up  on  a  lower  basis  than  the  rates  pre- 
vailing on  commerce  among  the  States.  Your  Interstate  Commerce 
Commission  sets  up  a  rate  of  a  dollar.  The  State  legislature,  for 
perhaps  exactly  the  same  service  of  transportation,  for  all  that  which 
is  performed  within  its  own  borders,  sets  up  a  rate  of  75  cents.  The 
result  of  that  is  either  that  the  Federal  rate  is  broken  down  and  must 
come  down  to  75  cents — Avhich  is  the  common  situation— or  that 
people  who  live  across  the  line  can  not  compete  for  trade  within  the 
State.  Take  my  own  State :  There  is  a  town  called  Stillwater  on  the 
eastern  line  of  the  State,  which  long  has  been  interested  in  producing 
threshing  machines,  binder  twine,  and  various  agricultural  imple- 
ments. The  rates  in  Minnesota  for  many  years  made  by  the  State 
legislature,  and,  to  some  extent,  by  the  State  commission,  have  been 
below — one  third  below,  on  an  average — the  rates  which  the  Inter- 
state Commerce  Commission  fixed.  No  man  could  ever  go  across  the 
river  into  Wisconsin  at  the  town  of  Hudson  and  establish  a  competi- 
tive industry  with  Stillwater. 

Now,  I  wish  to  call  your  attention  to  some  plats  of  the  Minnesota 
rates,  compared  with  the  interstate  tariffs  of  the  Federal  Commission. 
These  plats  represent  a  comparison  of  the  rates  before  the  Director 
General  changed  them  on  the  1st  day  of  January  last.  I  should  say 
that  each  sheet  contains  one  class  of  traffic;  Plat  A  is  first-clasa 
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lates  and  plat  B  is  second-class  rates,  and  so  we  go  through  every 
kind  of  traffic  down  to  the  commodities. 

I  ought  to  explain  that  the  longest  haul  in  Minnesota — that  is,  the 
greatest  distance  in  the  State — is  400  miles;  and,  therefore,  the 
greatest  distance  which  any  Minnesota  rate  applies  to  is  400  miles. 
A  common  maximum  haul  in  Minnesota — a  very  common  one — is  250 
miles,  because  it  happens  that  the  Northern  Pacific,  the  Great  North- 
ern, the  Milwaukee,  and  the  Soo  Railroads  pass  out  beyond  the  western 
limits  of  the  State  at  substantially  250  miles  from  the  eastern  termi- 
nals, which  are  St.  Paul  and  Minneapolis,  and  the  towns  at  the  head 
of  Lake  Superior ;  so  look  at  those  plats  at  200  miles  and  at  300  miles 
and  consider  that  the  traffic  is  all  in  Minnesota.  The  comparison  is 
all  in  Minnesota,  up  to  250  miles,  and  frequently  up  to  400  miles; 
and  you  will  see  that  the  Minnesota  rates  are  about — I  speak  with 
sufficient  accuracy  for  the  purpose  when  I  say  about  two-thirds  of 
the  Federal  rates,  or  the  rates  on  freight  which  crosses  a  State  line 
between  Wisconsin  and  Minnesota,  or  between  Iowa  and  Minnesota, 
or  between  Minnesota  and  Dakota  in  either  direction.  Where  one 
would  pay  $1,  to  illustrate,  tlie  other  transportation  would  pay 
about  two-thirds  of  a  dollar.  The  Minnesota  passenger  rate  is  2 
cents,  and  the  interstate  passenger  rate,  which  the  Commerce  Com- 
mission decided  after  a  very  long  examination,  is  2.6  cents;  and  there 
was  that  spread  in  the  passenger  rat.es. 

I  have  illustrated  the  Minnesota  rates — and  this  is  purely  illus- 
trative— by  extending  the  Minnesota  rates  out  1,500  miles  on  these 
plats.  That  is,  I  have  had  the  draftsman  extend  them  or  plat  them 
out  on  these  plats  to  1,500  miles,  and  at  each  50  miles,  or  at  each 
100  miles,  the  rate  is  given  here  on  Federal  transportation — that  is, 
the  Federal  rate  fixed  by  the  Interstate  Connnerce  Commission,  and 
what  would  be  the  Minnesota  rate  extended. 

I  submit — and  there  is  no  answer  and  never  has  been  any  answer, 
and  the  Supreme  Court  in  all  its  decisions  has  conceded — that  these 
are  cases  of  plain  discrimination  against  interstate  commerce.  Some 
people  think  that  the  Shreveport  case  offers  a  way  to  avoid  and 
wipe  out  or  iron  out  these  discriminations.  Let  me  speak  of  that  for 
a  moment. 

In  the  Minnesota  Rate  Case,  which  was  the  pioneer  case  where 
this  discrepancy  or  discrimination  between  the  State  rates  and  the 
interstate  rates  was  challenged  in  the  courts — at  least,  in  the  Su- 
preme Court — there  were  several  contentions;  first,  whether  the 
power  of  Congress  was  supreme  on  this  subject;  that  is,  whether 
Congress  had  the  right  incidentally  to  take  in  all  business  within  the 
State  and  to  regulate  it,  because  necessary  in  order  to  regulate  the 
Avhole  thing,  on  the  principle  of  the  tail  going  with  the  hide;  and 
the  court  said  yes;  that  Congress  had  that  power  amply.  My  con- 
tention Avas,  notwithstanding  the  proviso  in  section  1,  which  said 
that  "  nothing  in  this  act  shall  be  construed  to  refer  to  connnerce 
wholly  within  the  borders  of  a  single  State,"  that  section  3,  when 
it  said  to  the  carriers,  "  Do  not  discriminate  between  places  and 
persons,"  forbade  the  carriers  to  maintain  this  discrimination  that 
is  shown  on  these  plats — roughly  shown. 

The  court  agreed  with  that  but  said  that,  in  their  opinion,  was  not  a 
judicial  question;  that  is,  the  court  could  not  say,  on  the  face  of  tho 
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tariffs,  that  there  was  such  a  discrimination  as  section  3  prohibited; 
that  it  was  necessary  to  have  a  finding  by  the  Interstate  Commerce 
Commission  as  to  each  such  discrimination  and,  if  you  got  that 
finding,  the  carriers  could  be  ordered  to  wipe  out  the  discriminations 
even  to  the  extent  of  overrruling  State  hiws  and  State  rates. 

Senator  Cummins.  May  I  ask  you  a  question  there  ? 

Mr.  BuNN.  Certainly,  Senator, 

Senator  Cummins.  Just  to  understand  your  position.  You  claim 
that  that  rule  would  apply  even  though  there  was  no  actual  compe- 
tition between  the  two  communities? 

Mr.  BuNN.  I  am  about  to  speak  of  that,  I  was  stating  where  the 
court  left  it  in  the  Minnesota  case.  Then,  came  the  Shreveport  case, 
and  it  was  held  in  t^iat  case  that  the  carriers  had  a  right  to  disregard 
certain  rates  in  Texas,  on  the  finding  of  the  commission  that  those 
specific  rates  conflicted  with  certain  rates  on  interstate  commerce, 
which  they,  in  the  same  finding,  determined  were  reasonable  rates 
and  ought  to  be  maintained. 

Now,  here  is  where  Senator  Cummins's  question  is  answered :  The 
proceeding  indicated  by  those  two  cases,  taken  together,  is  a  long 
proceeding  before  the  commission  to  prove  an  actual  discrimination, 
either  as  to  persons  or  places,  between  a  given  rate  or  every  given 
rate  which  is  complained  of,  made  by  a  State,  and  some  rate  which 
the  Interstate  Commerce  Commission  has  established;  and  I  do  not 
know  a  lawyer  who  could  tell  you.  Senator  Cummins,  to-day — no 
lawyer — what  the  court  or  what  the  commission  will  say  constitutes 
discrimination  in  all  cases ;  whether  it  is  necessary  to  prove  that  two 
men  are  competing  in  the  same  kind  of  business  before  this  discrimi- 
nation can  be  shown  or  whether  it  is  necessary  simply  to  prove  that 
Senator  Cummins  is  going  hunting  and  Mr.  Bunn  is  going  fishing 
and  that  if  they  are  charged  differently,  that  is  discrimination. 

I  can  not  answer  what  the  court  will  say  about  such  questions  as 
that.  I  do  say  and  I  maintain  before  you  gentlemen  and  before  any 
court  that  there  is  a  more  important  discrimination  behind  this  than 
a  mere  discrimination  between  A  and  B — individuals,  or  X  and  Y — 
two  towns.  There  is  a  more  important  discrimination — that  is,  that 
every  such  situation  as  is  platted  there  in  respect  to  Minnesota,  is  a 
throwing  onto  commerce  among  the  States  of  a  disproportionate  part 
of  the  whole  expense  of  transportation.  It  tends  inevitably — if  you 
have  got  a  2-cent  rate  in  the  States  of  Minnesota,  Illinois,  and  Wis- 
consin, and  a  3-cent  rate  on  interstate  commerce,  and  I  say  "  3  cents  " 
simply  to  illustrate — that  if  you  carry  the  people  in  those  States 
locally  for  2  cents,  under  exactly  the  same  circumstances  and  con- 
ditions as  the  interstate  passengers  who  are  paying  3  cents,  the  inter- 
state commerce  of  this  country  has  got  to  be  loaded  with  a  dispropor- 
tionate and  unfair  share  of  the  expense  of  the  commerce  of  the  States, 
because  the  whole  expense  of  the  carrier  has  got  to  be  paid  by  the 
public  in  some  form  or  other. 

I  say  to  you  gentlemen,  and  I  appeal  to  you — I  will  appeal  to  any 
reasonable  man  here  or  elsewhere — that  whatever  rate  is  to  be 
charged  by  a  carrier  ought  not  to  require  three,  four,  or  five  years  of 
uncertain  litigation  to  determine.  The  rate  ought  to  be  certain,  be 
simple,  and  be  easily  determinable. 


1128      EXTENSION   OF   GOVERNMENT   CONTROL  OF   RAILROADS. 

Now,  I  have  suggested,  and  I  will  hasten  on  and  close  what  I  have 
to  say,  I  could  say  a  good  deal  about  this  subject 

Senator  Cummins  (interposing).  The  question  that  I  have  in  mind 
is  this :  Suppose  the  case  were  reversed,  and  the  Minnesota  rate  was 
higher  than  the  interstate  rate? 

Mr.  BuNN.  I  think  they  ought  to  be  ironed  out  to  the  same  basis,  if 
the  transportation  is  under  substantially  similar  circumstances  and 
conditions. 

Senator  Cummins.  But  you  would  not  put  an  undue  burden  on 
the  intrastate  rate? 

Mr.  BuNN.  I  have  never  known  such  a  case  in  practice. 

Senator  Cummins.  I  have  not  either,  but  I  wondered  whether  the 
same  rule  would  apply?  • 

Mr.  BuNN.  I  think  so. 

Senator  Kellogg.  Mr.  Bunn,  you  are  going  to  put  your  printed 
statement  into  the  record,  are  you? 

Mr.  Bunn.  I  was  going  to  ask,  before  I  close,  leave  to  file  a  state- 
ment. Let  me  read  a  paragraph  from  the  last  page,  which  states 
the  particular  amendment  to  the  commerce  act,  which  it  seems  to 
me  would  fairly  reach  this  subject,  and  would  leave  the  State  com- 
missions and  the  State  legislatures  with  rate-making  powers,  and 
still  enable  this  Goverment  to  achieve  any  aim  that  it  set  out  to 
reach. 

As  to  specific  amendment,  I  submit  that  you  should  amend  the  in- 
terstate commerce  act  as  follows: 

Strike  out  the  first  proviso  in  section  1,  and  say,  in  lieu  thereof, 
"  and  also  to  the  extent  hereinafter  stated  to  the  transportation  of 
passengers  or  property  wholly  within  any  State." 

This  proviso  was  the  stumbling  block  in  the  Minnesota  Rate  Case 
and  the  Shreveport  Case. 

Then  I  would  amend  section  13  in  some  such  was  as  this : 

In  the  manner  stated  in  this  section  and  subject  to  the  provisions  of  this 
section  and  of  sections  14  to  17,  inclusive,  of  tliis  act,  the  commission  may,  after 
due  notice  and  hearing,  establish  such  rules,  orders,  rates,  and  practices  ap- 
plicable to  transportation  wholly  within  any  State  as  it  may  find  necessary  to 
bring  into  harmony  and  to  the  same  basis  with  the  rates,  orders,  rules,  and 
practices  applicable  from  time  to  time  to  commerce  among  the  States,  and 
with  foreign  nations,  all  the  rates,  orders,  rules,  and  practices  applicable  to 
traffic  which  moves  under  substantially  similar  circumstances  and  conditions; 
and  during  the  pendency  of  any  such  proceeding  the  commission  may  establish 
such  rates,  orders,  rules,  and  practices  applicable  to  both  classes  of  transporta- 
tion as  to  the  commission  may  seem  meet  and  appropriate. 

Now,  just  one  more  word  and  I  am  through ;  I  am  trying  to  hurry. 

It  is  the  weakest  sort  of  solution  of  this  question  possible  to  adopt 
to  say  to  the  Commerce  Commission,  as  some  have  suggested,  "  You 
compromise  your  differences  with  the  State  authorities."  I  say  that, 
first,  becauses  it  forces  compromises,  and  every  compromise  is,  to 
that  extent,  a  surrender  of  Federal  authority  and  a  falling  off  from 
the  mark  which  the  Federal  Government  is  going  to  set,  I  assume, 
for  the  prosperity  of  these  carriers. 

Second — and  this  is  what  we  must  face,  and  you  must  think  of — 
that  I  should  say  a  major  part  of  these  State  rates  in  the  western  part 
of  the  country  are  made  by  the  State  legislatures  and  not  by  the 
commissions.  I  call  your  attention  to  the  fact  that  the  State  com- 
missions are  powerless  against  their  own  legislatures.    The  two-cent 
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rate  law  in  Minnesota  was  passed  by  the  legislature  against  the  ob- 
jection of  the  State  commission,  and  in  Wisconsin  the  same  thing, 
and  it  resulted  in  the  resignation  of  perhaps  the  leading  commis- 
sioner of  that  State,  because  it  was  against  his  judgment  and  opinion. 

The  Minnesota  system  of  rates,  which  was  challenged  in  the  Minne- 
sota Rate  Case,  was  legislative  as  to  all  the  so-called  commodities; 
that  is,  grain,  coal,  live  stock,  etc.,  and  commission  made  as  to  ordi- 
nary merchandise. 

Since  my  paper  was  prepared  and  put  into  print,  the  North 
Dakota  Legislature  has  passed  a  rate  bill,  which  creates  30  new 
and  somewhat  modified  classes  of  freight,  and  establishes  maximum 
rates  as  to  every  piece  of  transportation  of  freight  in  the  State,  for 
every  distance,  which  are  as  low  as,  and  in  some  cases  lower,  than 
these  Minnesota  rates. 

Speaking  approximately,  these  Minnesota  rates  platted  here,  which 
were  the  rates  before  Federal  control  or  when  Federal  control  com- 
menced, and  the  North  Dakota  rates  I  am  now  speaking  of,  are, 
roughly  speaking,  half  of  the  tariffs  which  the  carriers  at  present  are 
collecting  under  Federal  control.  And  if  you  send  the  railroads  back 
to  those  laws,  with  those  State  rates  involved,  your  Federal  regula- 
tion is  gone;  the  railroads  can  not  collect  the  Federal  rates — and 
they  never  have  done  it  in  my  country — that  is  to  say,  only  to  an 
extent ;  I  do  not  mean  that  they  have  not  done  it  partially — and  bank- 
ruptcy faces  these  western  railways.  You  can  not  avoid  these  dis- 
crepancies and  discriminations  and  conserve  the  revenue  of  these 
carriers  without  three  to  five  years  of  litigation  in  the  courts  based 
on  the  Shreveport  case;  and  then  neither  I  nor  any  other  lawyer  in 
this  country  can  tell  you  what  the  result  will  be  at  the  end,  and  no- 
body knows  what  rate  he  is  going  to  pay  or  what  refunds  he  is  going 
to  have  to  make.     I  say  you  need  to  change  that  system. 

The  Chairman.  Have  you  set  this  all  out  in  the  paper  which  I 
understand  you  want  to  have  incorporated  in  the  record? 

Mr.  BuNN.  I  should  like,  if  that  is  conformable  to  the  wishes  of 
the  committee,  to  leave  a  copy  of  this  North  Dakota  bill,  which  has 
been  amended,  by  the  way,  since  this  copy  was  furnished  to  me. 
I  think  the  rates  are  the  same,  but  they  have  added  a  provision  of 
emergency — what  they  call  emergency — which  means  it  shall  become 
effective  immediately,  and  I  can  only  understand  that  as  an  inten- 
tion to  put  it  into  effect  against  the  Federal  Government. 

Then,  a  rate  law — a  law  applicable  to  the  Arkansas  corporation 
commission — is  pending  in  Arkansas.  I  would  like  to  file  both  of 
those  papers. 

Senator  Robinson.  You  mean  a  law  or  a  bill? 

Mr.  BuNN.  A  bill. 

Senator  Robinson.  You  said  "  law." 

Mr.  BuNN.  The  North  Dakota  act  is  law,  so  I  heard  by  telegraph 
last  Sunday  morning  here.    I  am  not  certain  about  the  Arkansas  law. 

Senator  Robinson.  What  does  the  Arkansas  bill  relate  to? 

Mr.  BuNN.  It  is  entitled  "An  act  to  create  the  Arkansas  corpora- 
tion commission  and  to  define  its  powers  and  duties,"  and  a  preface 
to  it  is  an  index  which  shows  at  once  the  topics  covered.  It  covers 
everything,  regulation  of  securities,  organization 

Senator  Robinson  (interposing).  That  has  not  passed  yet? 
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Mr.  BuNN.  I  understood  it  had  not. 

Senator  Robinson.  It  is  pending;  in  the  legislature  nx)w. 

Mr.  BuNN.  Yes ;  that  is  what  I  thought,  but  I  know  nothing  about 
that.    Mr.  Bledsoe  handed  it  to  me  yesterday. 

Senator  Robinson.  Put  forward,  I  understand,  as  an  administra- 
tion measure. 

Mr.  BuNN.  I  will  ask  leave  to  file  a  copy  of  this  paper  which  I 
liave  prepared. 

The  Chairman,  All  right,  sir.    You  may  put  that  in  the  record. 

(The  paper  above  referred  to  appears  in  full  below,  as  follows:) 

Statement  for  Senate  Committee  by  C.  W.  Bixn,  General  Counsel  North- 
ern Pacific  Railway. 

I  assume  that  the  aim  of  the  committee  is  to  establish  a  system  of  transpor- 
tation under  private  ownership  with  such  public  recognition  as  will  best  insure 
efficient  transportation  and  such  enlargement  of  facilities  as  at  all  times  to  meet 
the  growing  needs  of  the  future ;  both  the  future  development  of  commerce  and 
all  possible  requirements  of  national  defense  and  war. 

Obviously  an  essential  feature  of  such  a  plan  is  a  stable  and  indiscriminatory 
rate  system  which  will  constantly  attract  the  necessary  capital  for  facilities  at 
all  times  adequate  for  the  development  of  all  our  resources — agricultural,  manu- 
facturing, and  commercial. 

In  such  a  system  no  section  can  be  given  advantage  over  any  other,  and  it 
should  not  be  possible  for  any  section  or  State  by  its  own  action  to  secure  any 
such  advantage. 

Uniform  and  reasonable  rates  are  a  necessity,  and  no  definition  has  ever 
been  or  ever  can  be  taxen  of  a  reasonable  rate.  The  policy  of  the  Government 
which  controls  rates  will  largely  determine  that  question.  This  policy,  to  illus- 
trate, might  be  that  rates  should  yield  10  per  cent  on  invested  money,  say  7  per 
cent  to  those  who  advance  the  money  and  3  per  cent  to  be  reinvested  in  the 
property. 

Or  the  policy  might  be  to  yield  7  per  cent  with  no  surplus. 

Or  it  might  be  to  yield,  say,  6  per  cent. 

Either  scheme  of  rates  might  be  reasonable.  The  decisions  of  courts  bear 
only  on  confiscatory  rates.  The  courts  do  not  establish  rates,  and  the  word 
"reasonable"  frequently  used  in  court  decisions  means  only  rates  which  the 
•coiu't  can  not  say  are  confiscatory  and  has  no  reference  to  what  are  i*easonable 
rates,  as  a  legislative  question. 

The  Government  policy  in  this  respect  ought  to  be  settled  by  some  Govern- 
ment which  can  take  into  account  and  control  the  whole  rate  structure.  The 
larger  systems  of  railroads  lie  in  many  States,  and  obviously  each  State  can 
■consider  and  act  upon  only  what  is  within  its  own  borders,  and  specifically  as 
to  rates  can  establish  only  those  rates  on  transportation  beginning  and  ending 
within  the  State. 

No  general  and  consistent  policy  can  possibly  be  pursued  and  no  definite  aim 
can  be  realized  if  the  Federal  Government  and  the  States  as  heretofore  are  all 
free  to  act  on  the  subject  of  rates  within  the  field  occupied  by  each  under  the 
•old  system  before  Government  control. 

Suppose  the  Federal  Government,  for  example,  determines  a  general  policy 
of  rates  calculated  to  return  10  per  cent  on  money  invested  in  transportation 
but  50  per  cent  or  more  of  the  traffic  begins  and  ends  within  various  States.  If 
each  State  is  free  to  determine  its  own  policy  as  to  rate  of  return  that  ought  to 
be  permitted,  the  result  will  be  many  different  policies,  and  State  legislatures 
frequently  act  without  any  defined  policy  and  without  any  knowledge  of  the 
results  of  their  actions.  Besides  which  the  State  at  most  can  consider  only  the 
business  within  its  own  borders.  It  can  not  act  with  reference  to  that  which 
goes  through,  that  which  originates  within  and  goes  out,  or  originates  without 
and  comes  into  the  State.  It  is  impossible,  therefore,  for  any  one  State  (and 
certainly  joint  consistent  action  of  all  the  States  is  impossible)  to  set  up  and 
act  upon  any  general  policy  on  the  subject. 

The  system  of  railways  can  not  be  broken  on  State  lines.  They  do  not  begin 
or  end  on  those  lines  and  have  not  been  and  can  not  be  operateil  with  reference 
to  them.  Freight  and  passengers  moving  among  the  States  must  use  the  same 
rails  and  facilities  and  generally  and  frequently  must  be  loaded  in  the  same 
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cars  with  local  passeng:ers  ami  freight.  The  bonds,  stocks,  and  other  securities 
of  railway  companies  are  system  securities  and  can  not  he  divided  or  apportioned 
by  State  lines.  Obviously  the  cost  of  interstate  transportation  is,  speaking 
generally,  the  same  as  that  of  local  transportation  for  like  distances;  that  is, 
whether  transportation  is  local  or  interstate  has  no  relation  to  the  cost.  The 
common  general  difference  is  that  local  transportation  within  each  State  is  on  a 
nuich  shorter  average  haul  than  the  average  of  interstate  transportation.  Any 
just  system  of  rates  has  regard  to  terminal  expenses  which  are  the  same  on 
iiU  freight  regardless  of  length  of  haul.  The  terminal  charge  both  at  loading 
and  unloading  point  is  the  same  regardless  of  length  of  haul. 

A  just  principle  of  all  tariffs  is  that  normally  the  rate  decreases  with  in- 
creasing distance.  This  principle  has  regard  both  to  the  cost  of  transportation 
and  to  the  interest  of  shippers  and  consumers.  On  a  different  principle  it  would 
be  impossible  to  populate  and  develop  tho.se  sections  of  the  country  more  remote 
from  large  markets. 

As  carriers  engaged  in  both  interstate  and  local  business  are  obliged  to  mix 
this  business  with  that  moving  among  the  States,  it  has  been  found  impossible 
to  divide  their  expenses  between  the  two  classes  of  traffic.  Speaking  generally 
and  with  sufficient  accuracy  for  present  purposes,  the  major  part  of  a  carrier's 
expense  is  incapable  of  allotment  to  any  particular  item  or  class  of  items  of 
transportation.  Of  this  character,  for  example,  are  a  carrier's  maintenance  and 
all  other  expenses  classified  as  general  expense.  Only  a  minor  fraction  of  the 
carrier's  expenses  can  be  alloted  to  particular  traffic.  There  has  always  been 
in  every  judicial  inquiry  about  the  validity  of  State  rates  for  railways  an  effort 
to  segregate  and  determine  the  cost  of  moving  the  State  business.  Many 
'<iifferent  bases  for  such  division  and  segregation,  all  of  them  arbitrary,  have 
been  urged  and  not  one  of  them  can  be  affirmed  to  he  right.  Not  one  of  them 
has  been  established  by  the  courts.  Because  the  haul  of  local  State  business 
usually  averages  very  much  shorter  than  that  of  the  interstate  business  with 
which  it  is  commingled,  the  cost  of  moving  it  is  universally  admitted  to  be 
higher  than  that  of  moving  the  longer-haul  business.  But  how  much  higher  it 
is  impossible  to  determine,  and  every  rate  litigation  has  presented  the  wildest 
divergence  of  opinion  without  any  possibility  of  a  satisfactory  answer  ever 
being  made.  It  is  impossible  to  segregate  from  the  total  expenses  that  part 
Avhich  is  justly  chargeable  to  the  local  business  of  any  particular  State.  The 
problem  will  always  remain  Insoluble. 

As  every  haul,  long  or  short,  involves  two  terminal  charges  and  involves  the 
same  time  for  loading  and  unloading,  it  is  obvious  (and  this  has  been  a  uniform 
principle  of  rate  making)  that  any  rate  per  mile  should  decrease  rather  than 
increase  with  distance ;  just  as  it  is  obvious  that  short-haul  freight  costs  more 
per  mile  than  long-haul  freight. 

A  common  feature  of  State  rate  laws  is  that  they  establish  for  local  business 
•within  the  State  a  lower  rate  than  that  established  by  the  Federal  authority 
for  commerce  among  the  States — that  is,  a  lower  rate  per  mile  than  the  pei 
xnile  rate  applicable  to  interstate  business  hauled  much  longer  distances. 

These  are  cases  of  the  plainest  and  most  necessary  discrimination — discrimi- 
nation between  sections  and  localities  in  the  first  place,  and  more  important 
and  less  obvious  discrimination  by  the  necessary  imposition  on  commerce  among 
the  States  of  an  undue  proportion  of  the  carrier's  expenses. 

The  weakness  of  a  solution  which  leaves  the  Federal  and  State  commissions 
to  agree  on  rates  is  patent.  It  tends  first  to  force  a  compromise  and  a  surrender 
to  that  extent  of  the  Federal  standard.  It  is  no  solution  if  they  fail  to  agree. 
And  as  the  State  legislature  quite  generally  makes  the  State  rates,  this  solu- 
tion requires  the  Federal  commission  to  compound  with  the  State  legislatures. 
This  is  a  return  to  the  old  condition ;  a  surrender  of  Federal  authority,  and  its 
subordination  to  State  authority. 

The  Minnesota  Rate  Case  exhibited  numberless  gross  discriminations  between 
State  and  interstate  rates;  numerous  cases  where  the  lower  State  rates  de- 
stroyed the  Federal  rates  and  compelled  either  their  abandonment  or  the 
<iestruction  of  interstate  commerce  by  creating  local  State  commerce  in  its 
place.  These  facts  were  conceded  on  all  hands  in  that  case.  The  case  turned 
on  two  points :  First,  whether  the  Federal  power  was  simply  on  an  equality,  as 
alleged,  with  State  power,  or  dominant  over  State  power.  The  Federal  power 
was  held  to  be  dominant.  Second,  whether  Congress  had  completely  exercised 
the  Federal  power.  It  was  held  (230  U.  S.,  418)  that  the  proviso  in  section  1, 
interstate-commerce  act,  was  a  declaration  of  the  intent  of  Congress  to  leave 
the  State  rates  to  the  States;  and  in  answer  to  the  contention  that  section  3  of 
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the  act  forbids  State  rates  which  discriminate  against  interstate  commerce  the 
court  held  (p.  419)  that  such  discrimination,  if  forbidden,  was  for  the  com- 
mission to  find  and  not  for  the  courts.    This  case  was  decided  June  9,  1913. 

The  next  case  was  the  Shreveport  case,  so-called  (230  U.  S.,  342,  decided 
June  8,  1914),  in  which  the  Federal  commission's  finding  and  order  were  sus- 
tained, that  cei-tain  State  rates  were  discriminatory  against  certain  interstate 
rates  specifically  found  reasonable  by  the  commission. 

This  decision  is  the  latest  enunciation  of  the  effort  of  the  present  act  of  Con- 
gress on  this  point.  It  leaves  the  law  in  a  very  unsatisfactory  condition.  It 
leaves  the  Federal  power  weak  and  slow,  uncertain  and  difficult  of  application. 
It  is  a  long  and  expensive  process  to  try  out  before  the  commission  the  reason- 
ableness of  a  multitude  of  interstate  rates,  as  compared  with  a  multitude  of 
State  rates,  to  prove  as  to  each  State  rate  complained  of  some  specific  discrim- 
ination (as  to  persons  or  places)  with  some  interstate  rate  so  specifically  found 
reasonable.  And  this  finding  of  the  commission  is  but  a  first  step.  It  must 
be  followed  through  the  courts  with  a  proceeding  to  enforce  the  order. 

The  uncertainty  and  difficulty  of  the  remedy  are  illustrated  by  Illinois  Cen- 
tral liy.  v.  State  Public  Utilities  Commission  (245  U.  S.,  493),  where  an  order 
of  the  Interstate  Commerce  Commission  against  the  2-cent  passenger  rate  of 
Illinois  was  held  of  no  effect  for  want  of  a  definite  and  certain  finding  defining^ 
the  exact  discrimination,  either  as  to  person  or  place  between  each  2-cent 
charge  under  the  Illinois  law  with  some  interstate  charge  of  2^  cents  specifically 
pointed  out  by  the  commission's  order  and  finding.  The  same  doctrine  was  held 
in  American  Express  Co.  v.  Caldwell   (244  U.  S.,  617). 

It  would  seem  axiomatic  that  rates  ought  to  be  certain  and  quickly  determin- 
able. Any  system  is  crude,  and  can  hardly  be  called  a  "  system  "  under  which 
they  are  quite  uncertain,  and  determinable  only  by  years  of  expensive  and  un- 
certain litigation. 

The  most  important  defect  in  the  system  deducible  from  these  decisions  in 
that  State  rates  lower  than  interstate  ratos  on  the  same  kind  of  transportation 
plainly  and  of  necessity  shift  on  to  interstate  commerce  and  on  to  the  commerce 
of  other  States  an  undue  proportion  of  the  expenses  of  the  carriers.  This  is  a 
more  important  discrimination  than  those  directly  affecting  specific  individuals, 
or  places,  and  must  be  regarded  in  any  enlightened  system  of  regulation. 

These  conflicts  and  discriminations  between  Federal  rates  and  State  rates 
are  a  necessary  incident  of  the  old  system.  I  purpose  stating  a  few  only  of  such 
discriminations  which,  however,  are  illustrative. 

No  attack,  however,  is  intended  on  the  State  commissions  or  commissioners^ 
many  of  whom  have  been  earnest  and  conscientious  in  their  efforts  for  the  public 
good. 

It  is  to  be  noted  in  the  first  place  that  the  discriminations  pointed  out  have^ 
been  largely  the  result  of  State  legislative  action,  often  in  the  teeth  of  the 
action  and  recommendation  of  the  State  Railroad  Commission.  For  example, 
the  Minnesota  and  Wisconsin  passenger  rates  are  legislative  and  in  both  States 
the  legislature  acted  in  opposition  to  the  State  commission.  The  freight  rates 
involved  in  the  Minnesota  Kate  Case  were  legislative  rates  as  to  such  staples  as 
grain,  flour,  lumber,  coal,  and  live  animals,  and  commission  rates  with  respect 
to  general  merchandise. 

The  present  system  of  freight  rates  in  Minnesota  rests  on  legislative  action 
purely,  which  was  against  the  views  and  recommendations  of  the  State  com- 
mission. 

It  must,  therefore,  constantly  be  borne  In  mind  that  the  State  commissions 
are  powerless  as  against  their  own  legislatures.  Alstf'that  neither  the  State 
commission  or  the  State  Legislature  can  take  into  consideration  any  general 
scheme  of  rates  or  set  up  any  general  end  to  be  reached  by  the  rate  system  as  a 
whole.  The  whole  object  of  their  action  Is  of  necessity  circumscribed  by  the 
limitations  on  their  authority. 

We  state  below  some'illustrative  examples  of  the  evils  hereinbefore  indicated. 

(1)  Since  the  year  1907  railroad  rates  within  Minnesota  have  been  on  a 
lower  basis  than  intei'state  rates.  The  Minnesota  Rate  Case  (230  U.  S.,  302) 
shows  the  effort  of  the  carriers  to  rid  themselves  of  this  condition  and  to  bring 
State  rates  and  interstate  rates  into  harmony. 

By  what  is  known  as  the  "  Cashman  law"  (see  chap.  90  laws  Minn.,  1013)  n 
strict  distance  tariff  has  since  been  established  in  Minnesota,  on  the  basic 
principle  that  the  lowest  charge  for  any  distance  on  any  part  of  a  system  of 
railways  was  made  the  maximum  charge  for  the  same  distance  on  any  other 
portion  of  the  system.     Under  this  law  the  State  tariffs  in  force  before  the 
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Director  General  made  his  tariffs  were  more  out  of  line  with  interstate  rates 
than  were  the  previous  State  tariffs  involved  in  the  Minnesota  Rate  Case. 
These  low  rates  in  Minnesota  were  regarded  by  the  people  of  North  Dakota, 
Montana,  and  other  States,  as  discriminatory  against  them.  The  Legislature  of 
North  Dakota  by  chapter  188,  laws  1917,  ordered  tariffs  in  that  State  on  the 
principle  of  the  Minnesota  law.  The  railroad  commission  of  that  State  immedi- 
ately before  Government  control  had  been  holding  hearings  in  obedience  to 
section  6  of  this  act  with  a  view  to  putting  in  effect  in  North  Dakota  the  low 
Minnesota  rates.  In  December,  1917.  North  Dakota  action  was  imminent  and 
similar  action  in  Montana  would  certainly  have  followed  close  on  the  heels  of 
North  Dakota.  Had  these  three  States  adopted  the  Minnesota  principle  of  find- 
ing the  lowest  rate  for  any  distance  on  any  part  of  a  railway  system  and  mak- 
ing that  lowest  rate  the  maximum  for  the  same  distance  anywhere  else,  the 
Federal  rates  for  the  northern  transcontinental  railways  established  by  the 
Interstate  Commerce  Commission  would  have  been  completely  destroyed,  with 
the  possible  exception  of  rates  to  the  Pacific  Ocean. 

Even  whei-e  only  one  State  establishes  local  rates  below  the  interstate  rates, 
its  action  is  largely  destructive  of  Federal  rates,  first,  because  the  carriers  are 
obliged  by  the  prohibition  in  the  commerce  act  against  discrimination  between 
places  to  reduce  the  immediately  competing  interstate  rates  to  the  basis  of  the 
State  rates.  For  instance,  if  the  published  tariff  from  Superior,  in  Wisconsin, 
to  a  point  in  Minnesota  is  10  cents  and  the  State  of  Minnesota  makes  a  rate  of 
6  cents  from  Duluth  to  the  same  point  (Duluth  being  just  within  the  Minnesota 
line  6  miles  from  Superior)  the  carriers  can  not  maintain  both  rates  because 
they  are  forbidden  to  discriminate  between  Duluth  and  Superior.  Wherever  in 
such  cases  they  obey  the  State  law  the  interstate  rate  is  destroyed  and  the 
authority  of  the  Federal  Government  superseded.  If  the  carrier  could  main- 
tain both  rates  the  intestate  commerce  of  Superior  would  be  destroyed  and  re- 
placed by  Minnesota  local  commerce  from  Duluth.  Innimierable  instances  could 
be  stated  in  which  the  effort  of  carriei's  to  maintain  an  interstate  passenger  rate, 
for  example,  of  2.6  cents  while  observing  a  State  local  rate  of  2  cents  has  substi- 
tuted for  interstate  transportation  local  State  transportation;  has  destroyed  at 
one  station  near  a  State  line  the  sale  of  passenger  tickets  and  has  transferred 
its  business  to  the  opposing  near-by  town  on  the  other  side  of  the  line. 

Plats  are  submitted  which  show  to  tlie  eye  the  spread  between  Minnesota 
State  rates  in  force  on  the  31st  day  of  December,  1917.  and  the  interstate  rates 
established  by  Federal  authority.  About  400  miles  would  be  the  maximum 
railroad  haul  wholly  within  Minnesota,  and  this  is  therefore  the  maximum 
distance  named  in  State  tariffs.  A  usual  maximum  haul  in  Minnesota  is 
250  miles,  as  the  Northern  Pacific,  Great  Northern,  Milwaukee,  and  "  Soo " 
railroads  pass  beyond  the  western  Minnesota  line  at  substantially  2.50  miles 
from  their  important  eastern  terminals,  St.  Paul,  Minneapolis,  Diduth.  and 
Superior.  The  plats  show  the  actual  difference  between  a  rate  which  may  be 
charged  for  any  haul  wholly  within  Minnesota  and  the  rate  applicable  for  the 
same  distance  to  interstate  transportation ;  that  is,  for  the  same  haul  between 
a  Wisconsin  and  Minnesota  point,  or  a  Minnesota  and  Dakota  point,  or  a 
Minnesota  and  Iowa  point. 

As  before  indicated,  the  rate  per  mile  certainly  ought  not  to  increase  but 
rather  to  decrease  as  distance  increases.  But  for  purposes  of  comparison  be- 
tween Minnesota  rates  and  Interstate  Commerce  Connnission  rates,  and  in  that 
comparison  to  give  every  advantage  to  tlie  Minnesota  scheme,  the  plats  show 
also  an  exact  extension  up  to  1,500  miles  of  the  Minnesota  rates  (without 
reduction  as  distance  increases)  compared  with  rates  westward  from  St.  Paul 
on  northern  transcontinental  lines  actually  fixed  by  the  Interstate  Commerce 
Commission  for  distances  up  to  1,500  miles. 

(2)  Notwithstanding  the  Minnesota  Rate  Case  and  the  Shreveport  deci- 
sion, which  pointed  out  a  possibility  of  eventually  bringing  State  rates  into 
harmony  with  Federal  rates,  the  difficulties,  uncertainties,  and  delays  of  litiga- 
tion were  such  that  when  Federal  control  commenced  the  2-cent  passenger 
laws  were  still  in  effect  in  Illinois,  Minnesota,  Wisconsin,  and  a  large  number 
of  other  States,  and  a  higher  interstate  rate  was  unsuccessfully  sought  to  be 
collected  in  the  same  territory  at  the  same  time. 

(3)  Four  railway  companies,  the  Northern  Pacific,  the  Great  Northern, 
the  Omaha,  and  the  "  Soo"  operate  railways  between  the  Twin  Cities  and 
Duluth.  The  lines  of  the  Great  Northern,  the  'Omaha,  and  the  "  Soo  "  com- 
panies are  interstate  lines;  each  of  them  lies  partly  within  the  State  of 
Wisconsin.     The   Northern   Pacific   has   two   lines,   one   lying   partly   in   Wis- 
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cousin  and  one  lyins  entirely  within  Minnesota.  The  Interstate  Coniiuerce 
Connnission,  after  extended  investigation,  authorized  all  of  these  companies  to 
charge  a  rate  of  2.4  cents  per  mile  for  carriage  of  passengers  between  the 
Twin  Cities  and  Dulnth.  The  Minnesota  statute  fixed  a  rate  of  2  cents-. 
This  rate  the  Northern  Pacific  Railway  Co.  was  obliged  to  apply  via  its  all- 
Minnesota  line.  The  Great  Northern,  Omaha,  and  "  Soo "  companies  must 
of  course,  meet  the  Northern  Pacific  rate;  and  the  result  is  that  passenger 
fares  via  all  lines  between  the  Twin  Cities  and  Duluth  were  on  the  basis 
of  2  cents  per  mile,  whether  State  or  interstate,  and  not  one  of  these  com- 
panies was  able  to  charge  the  2.4  cents  per  mile  established  by  the  Interstate 
Connnerce  Commission. 

(4)  On  all  traffic  moving  from  eastern  territory  the  three  north-Pacific 
ports  of  Portland.  Tacoma,  and  Seattle  have  for  many  years  taken  the  same 
rate.  A  very  large  grain  tonnage  is  moved  annually  to  those  ports  from 
the  so-called  "  Inland  Empire  "—a  district  including  eastern  Washington,  a 
part  of  Idaho,  and  eastern  Oregon.  AVhen  originating  in  eastern  Washington 
and  moved  via  the  Great  Northern  or  the  Northern  Pacific  to  Seattle  or 
Tacoma  the  movement  is  local  to  the  State  of  Washington  ;  when  destined  to- 
Portland,  Oreg.,  the  movement  via  either  of  those  two  lines  in  interstate. 
When  originating  in  eastern  Oregon  the  movement  via  the  O.  W.  K.  &  N..  tO' 
Portland  is  local  to  the  State  of  Oregon :  to  Seattle  or  Tacoma  it  is  inter- 
state. In  1897  the  Legislature  of  Washington  reduced  the  State  grain  rates. 
Though  no  complaint  whatsoever  had  been  made  of  the  interstate?  rates> 
this  legislative  action  forced  a  reduction  of  all  interstate  rates  to  Portland. 
In  1909,  the  public-service  commissitm  of  Washington,  in  a  proceeding  against 
the  Northern  Pacific  Railway  Co.  reduced  still  further  the  grain  rates  fronv 
eastern  Washington  to  Seattle  and  Tac(nna.  The  establishment  of  these  re- 
duced rates  forced  the  reduction  of  the  interstate  rates  into  Portland  over 
every  line  operating  in  that  territory:  and  until  the  recent  director  general's 
rates  the  entire  grain-rate  structure,  both  State  and  intestate,  rested  upoiv 
the  order  of  the  public-service  connnission  of  Washington. 

(5)  Quite  connnonly  States  have  made  tariffs  for  transpiu'tation  as  the 
equivalent  of  a  portective  tariff.  The  board  of  railroad  connnissioners  of  Iowa 
in  their  report  for  the  year  ending  December  7,  1909,  page  14,  avows  that  it 
had  consistantly  acted  on  this  principle,  saying: 

"  The  first  principle  which  ought  to  be  adopted  by  an  Iowa  rate  making  body 
and  which  ought  to  be  and  always  has  been  in  the  mind  of  this  connnission  in 
every  rate  adjustment,  is  that  every  Iowa  industry  should  be  protected  to  the 
utmost  limit  of  the  power  of  this  board.  The  connnission  believes  that  if  the 
doctrine  of  pi'otecting  home  industries  is  good  for  the  Nation,  it  is  good  for 
the  State.  Every  manufacturing  interest  in  Iowa  sh(»uld  be  fostered  and  en- 
couiaged,  and  Iowa  shippers  should  not  be  placed  in  any  I'espect  whatsoever 
to  any  disadvantage  as  comi)ared  with  a  shipper  who  lives  outside  the  State.  If 
this  principle  be  correct,  and  we  believe  it  is,  this  boaril  should  use  its  power 
and  its  infiuence  in  building  up  home  industries  to  the  end  that  the  raw  nia-: 
terial  produced  in  Iowa  should  be  manufactured  at  home,  thus  giving  employ- 
ment to  Iowa  labor  and  investment  for  Iowa  capital. 

"As  an  illustration  of  our  theory  we  have  constantly  contended  that  it  wa.s 
wise  to  foster  and  encourage  jtai-king  houses  all  over  the  State.  In  order  to  do 
this  there  should  be  an  exceedingly  low  intrastate  rate  on  live  stock,  especially 
hogs.  We  believe  that  wisdom  requires  the  rate  making  jiower  of  this  eom- 
nussion  to  be  so  used  as  to  enable  packing  houses  to  slaughter  the  hogs  of  lowjt 
at  home  and  ship  the  manufactured  product.  In  order  to  accomplish  this  pur- 
pose we  have  been  less  interested  in  the  interstate  rate  on  hogs  than  in  tht?- 
intrastate  rate.  It  is  nnich  more  important,  in  order  to  miiintain  packing 
houses  in  Iowa,  that  the  freight  rate  within  the  State  for  short  distances  be  a 
low  one,  than  it  is  to  have  the  interstate  rate  so  low  that  it  will  result  in  taking? 
the  hogs  raised  in  this  State  to  Chicago  and  other  distributing  centers  for  pack- 
ing purpo.ses.  This  theory  is  simply  in  perfect  harmony  with  the  doctrine  of 
protecting  home  industries  which  undoubtedly  reflects  the  thought  and  belief  of 
a  large  majority  of  the  people  of  Iowa.  We  believe  in  extending  this  theory 
still  further  to  the  encouragement  of  manufacturing  enterprises  throughout  the- 
State  of  Iowa." 

Avowedly  rested  upon  the  principle  of  a  protective  tariff  was  the  llgnitfi- 
legislature-made  rate  of  North  Dakota.  AVhile  the  rate  was  below  the  cost  of 
moving  the  business,  it  was  sought  to  be  justified  as  tending  to  encourage  min- 
ing and  consumption  of  domestic  coal  as  against  imported  con'.  NortJiera 
Pacific  Railway  Co.  v.  North  Dakota  (23G  U.  S..  .-^85). 
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(6)  In  Matter  of  Freight  Rates  (11  I.  C.  R.  209),  Memphis  claimed  to  liave 
been  deprived  of  its  interstate  commerce  into  Arkansas  by  the  Arkansas  com- 
mission reducing  the  rates  from  Little  Rock  and  Pine  Bluff  in  that  State  below 
a  point  which  the  Interstate  Commerce  Commission  thought  reasonable. 

(7)  In  Saunders  v.  Southern  Express  Co.  (18  I.  C.  R.,  415),  it  was  shown 
that  the  Alabama  railroad  commission  reduced  fish  rates  from  Mobile  to  about 
one-half  the  rates  fixed  by  the  Interstate  Commerce  Commission  as  reasonable 
from  Pensacola,  Fla.,  thereby  transferring  the  fish  business  to  Mobile  which  be- 
fore had  been  competitive  between  Pensacola  and  Mobile. 

(8)  The  orders  of  the  Texas  commission  made  for  the  avowed  purpose  of 
building  up  trade  centers  in  Texas  as  against  Shreveport  and  other  points  in 
Louisiana  are  familiar.  Texas  &  Pacific  Ry.  Co.  v.  United  States  (234 
U.  S.,  342). 

(9)  January  25,  1919,  copy  of  a  bill  received  which  was  introduced  into  the 
North  Dakota  Legislature  within  the  last  two  or  three  days.  It  divides  freight 
into  20  classes  and  fixes  rates  on  each  for  every  distance  up  to  400  miles.  It 
establishes  new  minimum  carloads  for  each  class.  The  railroad  commission  is 
to  have  no  power  to  raise  any  rate  above  that  stated  in  the  act.  Drastic  re- 
duction on  everything  is  provided. 

The  closer  one  comes  to  a  true  appreciation  of  the  pi'oblems  of  railway  regu- 
lation the  more  apparent  it  becomes  that  a  railway  is  a  unit ;  that  it  can  no  moi-e 
be  divided  by  State  lines  than  by  county  lines;  that  any  attempt  to  parcel  out 
its  regulation  is  doomed  to  failure,  and  that  it  can  not  successfully  serve  sev- 
eral masters. 

One  plant  consisting  of  right  of  way,  stations,  terminals,  bridges,  and  tracks,, 
is  used  at  the  same  time  to  move  intermingled  State  and  interstate  business. 
The  proportion  of  each  sort  of  business  handled  by  this  plant  varies  from  year 
to  year  and  day  to  day.  Even  were  any  division  possible  of  the  charges  for  use 
of  plant  and  its  expenses  between  the  two  kinds  of  business,  none  could  be  made- 
for  one  day  which  would  hold  true  on  another.  No  fixing  of  rates  can  be  just 
or  wise  which  can  not  take  into  view  the  whole  field,  for  every  rate  whether 
local  to  a  State  or  not  must  of  necessity-  affect  and  control  many  others.  The  use 
of  the  plant  by  the  intermingled  business  involves  a  common  expense  which  is- 
incapable  of  division  between  the  State  and  the  interstate  business ;  and  it  has 
come  to  be  settled  in  our  law  that  every  court  inquiry  into  the  validity  of  a  rate- 
involves  an  inquiry  into  and  finding  upon  the  expense  of  the  particular  service. 

As  it  is  impossible  to  determine  this  expense  except  by  arbitrary  division  of 
the  whole  exjjense,  there  never  has  been  and  never  can  be  an  intellignt  judicial 
determination  as  to  the  validity  of  rates  made  by  one  State  necessarily  applicable 
to  a  fraction  of  the  traffic. 

Therefore  the  old  system  of  rate  regulation  by  many  governments  was  a 
failure  and  necessarily  a  failure. 

Mr.  Webster  showed  in  his  argument  in  Gibbons  v.  Ogden  (9  Wheaton,  11), 
Chief  Justice  Marshall  agreed  in  the  opinion  in  that  case,  and  Mr.  Justice 
Moody  in  Employers'  Liability  cases  (207  U.  S.,  519),  further  emphasized  that 
the  grant  to  the  National  Government  of  power  to  regulate  commerce  among 
the  States  was  considered  by  the  framers  of  the  Constitution  as  perhaps  its  most 
important  subject ;  that  one  of  the  most  fundamental  troubles  of  the  Confedera- 
tion had  been  the  conflicting  commercial  regulations  of  the  States,  regulations- 
sometimes  in  the  form  of  duties  and  sometimes  in  other  form,  designed  to  secure 
some  advantage  to  one  State  over  another.  The  Constitution  was  intended  to 
put  an  end  to  this  conflict  of  interest  between  States  by  giving  the  Federal 
Government  power  to  regulate  commerce  with  foreign  nations,  among  the  States,, 
and  with  the  Indian  tribes.  As  held  in  Gibbons  v.  Ogden  and  as  further  em- 
phasized in  the  Minnesota  Rate  Case  decision  and  other  late  decisions  of  the 
Supreme  Court,  there  is  a  wide  difference  between  that  sort  of  regulation 
which  concerns  and  affects  only  the  internal  affairs  of  a  State  and  whose  re- 
sults are  completelv  confined  within  that  State  and  those  regulations  which 
are  not  thus  confined  and  which  necessarily  affect  other  States  and  the  com- 
merce among  the  States.  There  never  has  been  and  never  wHl  be  a  rate  local 
within  a  State  which  does  not  necessarily  and  inevitably  act  on  interstate  rates 
and  affect  the  movement  of  commerce  among  the  States. 

The  power  of  Congress  to  regulate  the  whole  rate  subject  was  aflirmed  by 
the  court  in  the  Minnesota  rate  decision  and  has  been  several  times  reaffirmed, 
the  court  saying  (230  IT.  S.,  399)  : 

"  This  is  not  to  sav  that  the  Nation  may  deal  with  the  internal  concerns- 
of  the  State,  as  such,'  but  that  the  execution  by  Congress  of  its  constitutional 
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powei'  to  regulate  interstate  commerce  is  not  limited  by  the  fact  that  intrastate 
transactions  may  have  become  so  interwoven  therewith  that  the  effective  gov- 
ernment of  the  former  incidentally  controls  the  latter.  This  conclusion  neces- 
sarily results  from  the  supermacy  of  the  national  power  within  its  appointed 
sphere." 

The  reason  why  the  court  did  not  hold  the  Minnesota  rate  laws  invalid  was 
the  proviso  in  the  first  section  of  the  interstate  commerce  act,  reading : 

"  Provided,  hoivever,  That  the  provisions  of  this  act  shall  not  apply  to  the 
transportation  of  passengers  or  property,  or  to  the  receiving,  delivering,  stor- 
age, or  handling  of  property  wholly  within  one  State  and  not  shipped  to  or 
from  a  foreign  country  from  or  to  any  State  or  Territory  as  aforesaid,  nor 
shall  they  apply  to  the  transmission  of  messages  by  telephone,  telegraph,  or 
cable  wholly  within  one  State  and  not  transmitted  to  or  from  a  foreign  country 
from  or  to  any  State  or  Territory  as  aforesaid." 

As  to  specihc  amendment,  I  submit,  amend  the  interstate  commerce  act  as 
follows : 

1.  Strike  out  the  first  proviso  in  section  1  and  say  in  lieu  thereof — 

"  ;  and  also  to  the  extent  hereinafter  stated  to  the  transportation  of  passengers 
or  property  wholly  within  any  State." 

2.  Add  to  section  13  a  new  paragraph  as  follows : 

"  In  the  manner  stated  in  this  section  and  subject  to  the  provisions  of  this 
section  and  of  sections  14  to  17,  inclusive,  of  this  act,  the  commission  may,  after 
due  notice  and  hearing,  establish  such  rules,  orders,  rates,  and  practices,  ap- 
plicable to  transportation  wholly  within  any  State  as  it  may  find  necessary  to 
bring  into  harmony  and  to  the  same  basis  with  the  i-ates,  orders,  rules,  and 
practices  applicable  from  time  to  time  to  commerce  among  the  States,  and  with 
foreign  nations,  all  the  rates,  orders,  rules,  and  practices  applicable  to  traffic 
which  moves  under  substantially  similar  circumstances  and  conditions;  and, 
during  the  pendency  of  any  such  proceeding,  the  i^«)nmnssion  may  establish  such 
rates,  orders,  rules,  and  practices  applicable  to  both  classes  of  transportation 
as  to  the  commission  may  seem  meet  and  appropriate." 

Mr.  BuNN.  I  will  leave  a  number  of  these  plats. 

Senator  Cummins.  I  would  like  to  ask  Mr.  Bunn  a  question  or  two. 
The  desirability  of  a  rate  structure  that  will  charge  the  same  for 
the  transportation  of  freight  or  passengers,  under  substantially  simi- 
lar conditions,  I  think  must  be  admitted  by  everybody.  The  diffi- 
.culty  with  me  has  been  to  find  a  method  of  expression  that  would  be 
within  our  constitutional  power.  Now,  I  can  readilj-  understand  an 
attempt — which  I  think  would  be  successful — to  cure  this  difficulty 
wherever  there  is  an  undue  burden  put  upon  interstate  traffic;  I 
think  that  gives  us  a  clear  right  to  remove  the  burden.  I  can  un- 
derstand how  we  can  prescribe  the  necessary  procedure  wherever 
there  is  an  actual  undue  discrimination  between  interstate  rates  and 
State  rates,  but  there  is  great  trouble  or  difficulty  in  my  mind  in 
reaching  a  form  of  expression  that  will  attempt  to  give  the  Federal 
Government  or  the  Federal  authority,  whatever  it  may  be,  the  power 
to  regulate  all  rates,  whether  State  or  interstate,  without  laying  the 
foundation  for  either  discrimination  or  undue  burden. 

Mr.  Bunn.  Why,  I  think  that  is  settled,  Senator  Cummins.  Per- 
haps you  do  not  realize  the  full  decision  of  the  Minnesota  Rate  case 
or  the  Shreveport  case,  which  is  the  language  of  the  court  I  have 
quoted  in  my  paper,  saying  that  the  Federal  Congress  has  power — 
so  far  as  power  is  concerned — to  regulate  every  State  rate,  to  take 
it  all  over,  not  as  an  independent  power  over  State  rates,  but  as  in- 
cidental to  the  power  over  the  whole  subject. 

Senator  Cummins.  But  there  must  be  some  connection  between  the 
State  rate  and  the  interstate  rate,  of  some  kind? 

Mr.  Bunn.  No  connection.  The  court  said  that  because  the  two 
kinds  of  traffic  are  mixed  together.  Congress  might  say  it  was  neces- 
sary to  control  the  whole  subject. 
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Senator  Cummins.  Merely  because  the  same  instrumentality  is 
used  for  doing  both  kinds  of  business? 

Mr.  BuNN.  Yes,  sir.  Now,  I  proved  in  the  Minnesota  Rate  case — 
and  this  is  interesting — and  it  was  not  questioned,  it  was  admitted 
by  counsel  on  the  other  side  and  by  every  judge — that  soon  after  the 
Constitution  was  adopted,  this  body  commenced  to  undertake  the 
regulation  of  all  kinds  of  boats  and  vessels,  no  matter  what  kind 
of  commerce  they  were  carrying,  and  the  Supreme  Court  sustained 
that  power  in  the  case  of  the  Daniel  Ball,  which  has  been  sustained 
as  to  vessels  of  pleasure  and  vessels  of  oyster  police,  and  vessels 
which  are  not  carrying  traffic  at  all.  Mr.  Justice  Van  Devanter,  con- 
sidering the  safety  appliance  law,  which  is  a  similar  kind  of  law, 
says  that  that  kind  of  regulation  is  plainly  justifiable,  because  the 
local  matters  get  in  the  way  of  the  interstate  matters,  and  the  Fed- 
eral commerce  matters,  and  Congress  may,  therefore,  take  over  the 
whole  subject.  Then  you  have  a  long  line  of  decisions  under  which 
the  Supreme  Court:  of  the  United  States  has  said  that  the  power 
of  Congress  over  railroads  is  identical  with  its  power  over  water,  and 
it  can  regulate  a  railway  wholly  within  one  State,  if  it  carries  inter- 
state commerce. 

Senator  Cummins.  Your  view  of  it,  then,  is  that  we  could  pass  a 
law  which  would  provide  that  every  carrier  engaged  in  interstate 
traffic  should  make  rates,  both  State  and  interstate,  that  were  reason- 
able and  fair  and  just  and  nondiscriminatory? 

Mr.  BuNN.  Yes. 

Senator  Cummins.  Without  any  limitation? 

Mr.  BuNN.  Without  any  limitation.  I  think  that  much  is  thor- 
oughly settled  in  the  decisions.  I  am  trying  to  state  what  seems  to 
me  fundamental  in  any  legislation.  Therefore,  I  am  not  pressing 
on  you  that  the  State  commerce  commissions  ought  to  be  abolished. 
I  think  they  are  useful  bodies,  in  a  great  many  ways,  and  perhaps 
ought  to  be  preserved.  I  am  willing  to  present  this  on  the  supposi- 
tion that  they  will  be.  So  I  say,  abolish  the  proviso  that  distinctly 
says — and  this  is  what  troubled  the  court  in  the  Minnesota  case — 
that  "  nothing  in  this  act  shall  have  application  to  commerce  wholly 
within  a  State."  Wipe  out  that  provision,  and  then  provide  a  quali- 
fied control  by  the  Commerce  Commission  of  the  local  rates  in  the 
States,  to  the  extent  necessary  to  bring  them  to  the  same  basis  as  in- 
terstate rates,  under  the  same  conditions. 

Senator  Robinson.  Mr.  Chairman,  I  have  received  a  call  that  I 
am  compelled  to  respond  to,  but  I  want  to  make  just  a  statement  be- 
fore going.  In  connection  with  the  bill  pending  before  the  Arkan- 
sas Legislature,  to  which  Mr.  Bunn  referred,  when  I  said  it  had 
been  put  forward,  I  understood,  as  an  administration  measure,  I 
meant  the  State  administration. 

Mr.  Bunn.  Yes. 

Senator  Robinson.  I  supposed  you  understood  that. 

Mr.  Bunn.  I  understood  that,  and  I  think  you  understood.  Sena- 
tor, that  I  did  not  pretend  to  know  a  thing  about  that  bill. 

Senator  Robinson.  Yes.    I  know  very  little  about  it  myself. 

The  Chairman.  If  you  are  through  now,  Mr.  Bunn,  we  will  pro- 
ceed with  Mr.  Warfieid. 

Mr.  Bunn.  Yes. 
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(The  following  supplementary  statement  was  submitted  by  Mr. 
C.  W.  Bunn:) 

The  main  argument  in  the  Minnesota  rate  case  was  upon  the  power  of  Con- 
gress ;  the  power  to  take  complete  control  of  the  regulation  of  transportation 
wholly  within  the  several  States  on  the  ground  of  its  being  necessary  to  the; 
full  control  by  Congress  of  the  subjects  committed  to  its  regulation. 

On  this  point  the  court  said  (230  U.  S.,  399)  : 

"  This  reservation  to  the  States  manifestly  is  only  of  that  authority  which  is 
consistent  with  and  not  opposed  to  the  grant  to  Congress.  There  is  no  room 
in  our  scheme  of  government  for  the  assertion  of  State  power  in  hostility  to- 
the  authorized  exercise  of  Federal  power.  The  authority  of  Congress  extends 
to  every  part  of  interstate  commerce  and  to  every  instrumentality  or  agency 
by  which  it  is  carried  on,  and  the  full  control  by  Congress  of  the  subjects  com- 
mitted to  its  regulation  is  not  to  be  denied  or  thwarted  by  the  commingling  of 
interstate  and  intrastate  operations.  This  is  not  to  say  that  the  Nation  may 
deal  with  the  internal  concerns  of  the  State  as  such,  but  that  the  execution  by 
Congress  of  its  constitutional  power  to  regulate  interstate  commerce  is  not  lim- 
ited by  the  fact  that  intrastate  transactions  may  have  become  so  interwoven 
therewith  that  the  effective  government  of  the  former  incidentally  controls  the 
latter.  This  conclusion  necessarily  results  from  the  supremacy  of  the  national 
power  within  its  appointed  sphere." 

At  page  432  of  the  opinion,  the  court  further  said : 

"  The  interblending  of  operations  in  the  conduct  of  interstate  and  local  busi- 
ness by  interstate  carriers  is  strongly  pressed  upon  our  attention.  It  is  urged 
that  the  same  right  of  way,  terminals,  rails,  bridges,  and  stations  are  provided 
for  both  classes  of  traffic ;  that  the  proportion  of  each  sort  of  business  varies 
from  year  to  year  and,  indeed,  from  day  to  day ;  that  no  division  of  the  plant,, 
no  apportionment  of  it  between  interstate  and  local  traffic,  can  be  made  to-day 
which  will  hold  to-morrow ;  that  terminals,  facilities,  and  connections  in  one 
State  aid  the  carrier's  entire  business  and  are  an  element  of  value  with  respect 
to  the  whole  property  and  the  business  in  other  States ;  that  securities  are 
issued  against  the  entire  line  of  the  carrier,  and  can  not  be  divided  by  States ; 
that  tariffs  should  be  made  with  a  view  to  all  the  traffic  of  the  road  and  should 
be  fair  as  between  through  and  short  haul  business ;  and  that,  in  substance,  no 
regulation  of  rates  can  be  just  which  does  not  take  into  consideration  the  whole 
field  of  the  carrier's  operations,  irrespective  of  State  lines.  The  force  of  these 
contentions  is  emphasized  in  these  cases  and  in  others  of  like  nature  by  the 
extreme  difficulty  and  intricacy  of  the  calculations  which  must  be  made  in  the 
effort  to  establish  a  segregation  of  intrastate  business  for  the  purpose  of  deter- 
mining the  return  to  which  the  carrier  is  properly  entitled  therefrom. 

"  But  these  considerations  are  for  the  practical  judgment  of  Congress  in 
determining  the  extent  of  the  regulation  necessary  under  existing  conditions 
Of  transportation  to  conserve  and  promote  the  interests  of  interstate  commerce. 
If  the  situation  has  become  such,  by  reason  of  the  interblending  of  the  inter- 
state and  intrastate  operations  of  interstate  carriers,  that  adequate  regulation 
of  their  interstate  rates  can  not  be  maintained  without  imposing  requirements 
with  respect  to  their  intrastate  rates  which  substantially  affect  the  former, 
it  is  for  Congress  to  determine,  within  the  limits  of  its  constitutional  authority 
over  interstate  commerce  and  its  instruments,  the  measure  of  the  regulation  it 
should  supply.  It  is  the  function  of  this  court  to  interpret  and  apply  the  law 
already  enacted,  but  not  under  the  guise  of  construction  to  pi'ovide  a  more 
comprehensive  scheme  of  regulation  than  Congress  has  decided  upon.  Nor,  in 
the  absence  of  Federal  action,  may  we  deny  effect  to  the  laws  of  the  State 
enacted  within  the  field  which  it  is  entitled  to  occupy  until  its  authority  is 
limited  through  the  exertion  by  Congress  of  its  paramount  constitutional 
power." 

The  proposition  is  conclusively  established  by  this  case  and  reaffirmed  in 
Houston,  East  &  West  Texas  Ry.  Co.  v.  U.  S.  (the  Shreveport  case,  234 
U.  S.,  342)  that  Congress  has  the  completest  power  to  regulate  the  whole  sub- 
ject of  rates,  both  State  and  interstate. 

The  second  inquiry  in  the  Minnesota  rate  case  was  whether  Congress  had 
exercised  its  power  fully  ()r  only  imrtially.  Section  1  of  the  interstate  com- 
merce act  described  no  transportation  except  interstate  and  foreign  and  con- 
tained a  proviso  declaring  that  the  provisions  of  the  act  should  not  apply  to 
transportation  wholly  within  any  State.  But  the  third  section  forbade  carriers 
to  discriminate  between  persons  or  places.     The  court  was  therefore  hound  to 
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give  effect  to  the  two  sections,  to  tlie  declaration  in  section  1  that  the  provisions 
of  the  act  should  not  extend  to  commerce  wholly  within  one  State,  and  the  pro- 
hibition against  discrimination  in  section  3. 

The  doctrine  held  in  the  Shreveport  case  was  evolved  and  the  act  of  Con- 
gress was  held  in  a  measure  to  apply  to  commerce  wholly  within  one  State,  not- 
withstanding the  contrary  declaration  in  section  1.  In  other  words,  the  doctrine 
of  the  Shreveport  case  is  this  result  of  Congress  not  having  exercised  its  full 
power. 

FURTHER  STATEMENT  OF  MR.  S.  DA  VIES  WARFIELD. 

Mr.  Wakfield,  Considerable  time  has  passed  since  our  last  hear- 
ing. Members  of  the  committee  not  then  present  are  here  to-day. 
It  is  therefore  advisable  to  restate  just  the  essentials  of  the  plan  of 
the  association  submitted  at  the  last  hearing  for  the  return  and  regu- 
lation of  the  railroads.  Events  have  moved  rapidly.  Before  re- 
stating these  essentials  you  may  permit  me  to  briefly  outline  the 
two  fundamental  methods — for  there  are  only  two — embodied  in 
plans  now  before  your  committee  for  the  permanent  operation  of 
the  railroads  under  private  ownership.  Both  methods  relate  to  the 
form  in  which  the  net  revenue  from  railroad  rates  is  applied  to 
the  payment  of  a  return  on  their  bonds  and  stocks.  One  method  is 
to  apply  this  revenue  to  new  issues  of  bonds  or  stocks  of  new 
regional  railroad  companies  to  be  formed,  to  be  exchanged  for  exist- 
ing railroad  bonds  or  stocks,  reduced  proportionately  to  the  ascer- 
tained values  of  the  securities  of  each  railroad;  the  other  method 
reduces  excess  earnings  when  a  railroad  earns  more  than  a  reason- 
able return  on  its  property  investment  represented  by  bonds  or 
stocks  which  are  to  remain  as  now.  The  first  or  regional  method 
destroys  the  present  railroad  structure  by  consolidating  existing 
companies  into  fewer  larger  regional  companies,  thus  concentrating 
present  facilities.  The  second  leaves  that  structure  alone.  The  first 
method  has  been  discussed  for  some  time,  and  recently  before  your 
committee  by  the  director  general,  and  in  another  form  without 
guaranteed  securities  it  has  more  recently  been  put  forward  in  New 
York.  The  other  method,  reducing  excess  earnings  instead  of  se- 
curities, is  contained  in  our  plan. 
..  The  question  has  narrowed  down  to  the  well-recognized  fact  that 
a  measure  must  be  applied  by  one  method  or  another,  by  which  a 
given  return  to  the  railroads  is  assured,  whether  guaranteed  or  not, 
that  is  sufficient  to  attract  capital  for  their  legitimate  purposes;  at 
the  same  time  earnings  are  to  be  limited  to  a  fair  and  reasonable  re- 
turn to  the  roads.  Whether  you  make  this  measure  the  bonds  or 
stocks,  guaranteed  by  the  Government  or  unguaranteed,  of  new  and 
fewer  regional  corporations  to  be  formed,  to  be  exchanged  for  the 
bonds  or  stocks  of  present  railroad  companies  in  such  amounts  to  the 
security  owners  of  each  railroad  as  may  represent  their  proportion 
of  property  and  earnings  of  the  company  issuing  them,  or  whether 
you  make  the  measure  a  fixed  reasonable  return  on  the  aggregate  of 
the  investment  in  railroads  taken  in  groups  by  adjusting  rates  to 
produce  this  return,  the  amount  each  railroad  receives  being  depend- 
ent entirely  upon  its  competing  activity  for  business  and  as  the  re- 
sult of  efficient  methods  of  operation — excess  earnings  beyond  this 
return  being  used  in  the  public  interest — is  the  real  q^uestion  now 
before  your  committee,  for  after  all  is  said  one  method  or  the  other 
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must  be  adopted  sooner  or  later,  unless  you  decide  to  turn  the  rail- 
roads back  under  the  regulatory  methods  of  the  past  and  without 
defining  what  a  "  reasonable  "  or  "  fair  "  or  "  adequate  "  return  to 
them  means.  This  leaves  the  Interstate  Commerce  Commission  to 
define  it,  without  instruction  as  to  policy,  which  has  not  been  satis- 
factory or  successful  in  the  past. 

Under  the  regional  method  guaranteed  bonds  or  stocks  of  the  new 
and  larger  regional  companies  to  be  formed  are  to  be  exchanged 
for  the  bonds  or  stocks  of  each  of  the  existing  companies  in  the 
proportion  that  you  scale  down  the  securities  of  each  or  adjust  them. 
Under  the  second,  or  the  method  we  propose,  present  outstanding 
bonds  or  stocks  remain,  but  the  value  of  the  securities  of  each  rail- 
road is  dependent  upon  the  actual  property  they  represent  and  the 
percentage  of  return  each  railroad  earns  entirely  through  its  own 
efforts,  earnings  in  excess  of  the  reasonable  return  being  taken  from 
it  and  under  rates  adjusted  to  the  requirements  of  the  plan  we  have 
submitted. 

The  regional  method  means  Government  ownership,  for  in  any 
event,  if  a  governmental  guaranty  on  railroad  securities  is  to  be 
thought  of,  it  must  necessarily  carry  with  it,  if  not  at  first,  eventu- 
ally, the  complete  control  and  management  of  the  companies  whose 
securities  it  guarantees.  Incentive  and  initiative  can  not  be  con- 
tinued under  this  method  of  dealing  with  the  subject.  For  as  you 
exchange  your  bonds  or  stocks  for  bonds  or  stocks  guaranteed  by 
Government  of  larger  regional  companies  organized  under  Federal 
incorporation,  whether  permissive  or  compulsor}'^  or  under  a  Federal 
franchise,  with  Federal  management,  in  whole  or  in  part,  we  have 
entered  Government  oAvnership.  Let  us  not  be  deluded  with  the 
idea  that  w^e  have  not.  Experience  has  proven  that  the  return  in 
interest  or  dividends  on  such  bonds  or  stocks  would  be  limited  to 
the  guaranteed  bonds  or  other  senior  securities  issued  in  exchange 
and  intended  to  represent  the  nuiin  part  of  the  supposed  value  of 
your  property.  What  would  represent  so-called  equity  would  likely 
never  be  reached  in  the  distribution  of  earnings. 

The  Interborough  Eailroad,  New  York,  furnishes  an  example  of 
this.  There  the  city  has  an  interest  of  $250,000,000.  The  city  has 
never  yet  received  any  return  on  this  investment.  The  figures  clearl^ 
show  that  the  fares  should  be  raised,  but  it  prefers  to  arrange  through 
taxation  of  the  people  to  take  care  of  the  loss  of  interest  on  this  in- 
vestment rather  than  increase  the  fares,  which  would  be  necessary 
to  secure  this.  If  this  is  done  in  the  case  where  the  city  itself  has 
this  great  investment,  what  would  happen  in  the  case  of  the  Govern- 
ment having  guaranteed  securities  of  the  railroads  in  the  hands  of 
individual  owners  up  to  a  given  point?  It  would  so  regulate  the 
affairs  of  these  regional  railroad  companies  that  the  return  would 
equal  the  requirements  of  the  guaranties,  but  no  more.  Thus,  the 
securities  that  represent  partly  equity  exchanged  for  other  securities 
would  likely  mean  nothing  in  the  way  of  dividends. 

The  Boston  Elevated  Railroad  during  the  period  of  war  was 
taken  over  by  the  State.  By  act  of  the  Massachusetts  Legislature 
securities  of  this  company  were  guaranteed.  The  fares  were  raised 
to  as  far  as  possible  protect  these  guaranties.  Notwithstanding  this, 
this  property,  including  substantially  the  entire  traction  system  of 
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Boston,  has  operated  under  a  deficit,  and  in  spite  of  repeated  raises 
in  fares.  Since  the  guaranties  were  given,  however,  these  deficits 
must  necessarily  be  made  up  by  the  taxpayer.  If  such  guaranties 
had  not  been  given,  it  goes  without  saying  the  fares  would  not  have 
been  raised  and  the  securities  would  not  have  received  the  return 
which  they  have  under  the  guaranties  given. 

The  concentration  of  railroad  facilities  in  the  larger  regional  com- 
panies managed  by  the  Government  defeats  real  competitive  service. 
Incentive,  initiative,  and  service  will  shrink  in  the  proportion  that  you 
concentrate  facilities.  The  readjustment  of  business  and  financial 
enterprise  must  await  the  settlement  of  the  railroad  problem  under 
the  regional  method.  The  realignment  of  railroad  values  would  be 
necessitated  in  the  formation  of  new  companies.  The  uncertainty 
attending  the  exchange  of  securities  would  disastrously  affect  general 
credit. 

To  endeavor  to  enforce  consolidation  of  existing  railroad  companies 
into  fewer  larger  regional  companies  is  not  in  the  public  interest. 
Enforcement  of  consolidation  could  be  secured  only  through  the 
operation  of  law  of  extremely  doubtful  validity.  Enforced  or  volun- 
tary, it  would  involve  waiting  until  valuations  are  made  of  the  prop- 
erties, now  in  progress  by  the  Interstate  Commerce  Commission,  or 
another  valuation  body  must  be  established,  now  hardly  practicable. 
It  is  estimated  that  it  will  require  from  five  to  six  years  to  complete 
valuations. 

If  consolidation  is  not  enforced  but  voluntary,  the  larger  corpora- 
tions become  holding  companies,  and  unless  and  until  owners  of  bil- 
lions of  underlying  bonds  consent  to  exchange,  which  would  be 
unlikely,  you  would  have  great  companies  organized  issuing  col- 
lateral trust  securities.  Their  credit  would  conseciuently  not  be  high, 
even  though  the  Government  should  guarantee  their  securities  for 
exchange  and  for  sale  for  improvements  to  railroad  properties.  Any 
plan  to  secure  the  exchange  of  securities  that  permits  underlying 
bonds  of  individual  railroads  to  remain  outstanding,  or  parts  of  other 
securities  to  stay  undisturbed  and  hopes  to  secure  the  voluntary  ex- 
change of  securities,  whether  bonds  or  stock,  under  valuation  to  be 
determined,  and  contends  this  can  be  done  fairly  rapidly,  is  mislead- 
ing: To  institute  consolidation  into  larger  (holding)  companies 
with  issues  of  securities  for  exchange  and  for  sale  subject  to  underly- 
ing bonds,  would  not  be  attractive  or  calculated  to  give  financial 
credit  to  future  issues  of  railroad  securities.  Voluntary  exchange  of 
securities  would  not  get  you  anywhere.  An  offer  to  exchange  a  col- 
lateral trust  security  to  be  issued  by  the  larger  companies  secured  by 
such  bonds  and  stocks  as  may  voluntarily  be  turned  in  for  exchange, 
would  not  attract  investors.  The  proportions  of  this  class  of  invest- 
ment required  to  be  given  to  induce  exchange  would  likely  result  in 
small  reduction,  if  any,  in  capitalization.  We  have  had  the  expe- 
riences of  the  past  in  security  exchanges  of  a  single  corporation,  with 
the  usual  "  hold  up."  Do  you  not  think  this  would  become  universal 
when  the  whole  country  would  be  filled  w^ith  "  protective  commit- 
tees "  and  similar  "  helpful  "  agencies?  It  might  constitute  a  harvest 
for  the  bankers,  but  at  the  expense  of  the  shippers,  the  public,  and 
the  security  owners. 
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What  would  be  the  relation  between  companies,  the  security  owners 
of  which  do  not  exchange  their  securities,  and  these  new  com- 
panies to  be  organized  under  lower  capitalization?  Is  it  proposed 
to  make  a  railroad  rate  to  suit  the  lower  capitalization  so  that  the 
security  owners  of  the  old  companies  shall  be  forced  into  an  ex- 
change? This  is  the  one  method  under  which  you  might  hope  to 
relieve  the  old  properties  of  their  underlying  and  other  bonds. 
Would  not  the  same  situation  exist  that  former  Senator  Root  in  his 
opinion  outlined  in  respect  to  how  compulsory  Federal  incorporation 
might  be  accomplished?  The  method  he  condemned  might  be  to 
impose  a  discriminatory  tax  as  in  the  case  of  State  banks  which 
drove  them  out  of  business.  So  discriminatory  railroad  rates  might 
be  attempted  with  the  hope  of  driving  the  security  owners  into  the 
larger  regional  railroad  companies.  As  Mr.  Root  pointed  out  in  the 
<:ase  of  compulsory  Federal  incorporation  this  might  give  comfort  in 
some  quarters,  but  at  the  same  time  would  ruin  the  transportation 
service  of  the  country.  If  it  could  be  legally  done,  which  is  not 
likely,  it  would  have  a  similar  effect  in  the  case  of  attempting  to 
force  security  exchanges. 

Under  either  enforced  or  voluntary  exchange,  on  what  basis  are 
owners  to  be  asked  to  exchange  their  bonds  or  stocks  for  a  lesser 
amount  in  par  value  of  bonds  or  stocks  of  larger  corporations  to  be 
formed  ?  Would  it  be  on  the  basis  of  physical  valuation  of  proper- 
ties, or  on  the  assessed  value  of  earning  power,  in  connection  with 
physical  valuation?  Under  what  process  will  you  compel  owners  of 
billions  of  underlying  bonds  to  release  their  lien  on  existing  properties 
for  other  securities  ?  How  will  holders  of  successive  issues  of  refund- 
ing and  other  bonds,  including  divisional  bonds,  be  dealt  with?  What 
proportion  of  new  stock  capitalization  would  the  various  bondhold- 
ing  interests  permit  to  be  exchanged  for  preferred  and  common  stock 
now  outstanding?  Where  a  State  owns  stock  in  a  railroad  corpora- 
tion organized  under  its  own  laws  and  operating  under  a  franchise 
granted  by  it,  upon  what  terms  will  it  part  with  this  stock  for  the 
stock  of  the  greater  corporation  to  be  organized  under  an  act  of 
Congress  ? 

Apart  from  the  delays  and  the  physical  and  legal  difficulties  in- 
volved in  these  procedures,  there  will  be  objections  from  shippers 
when  their  service  is  seriously  retarded  and  curtailed  through  con- 
centration involving  years  of  uncertainty.  Also  from  landowners 
when  the  development  of  millions  of  acres  is  curtailed  under  these 
procedures.  Under  this  method,  what  will  become  of  the  700  or 
more  short  lines  essential  to  the  local  development  of  communities? 
Will  they  not  be  forced  into  submission  by  the  more  favorably  situ- 
ated roads,  and  if  not,  what  terms,  in  rates  and  divisions,  can  they 
secure  if  they  do  not  submit  ? 

For  years  past  we  have  seen  the  general  railroad  situation  domi- 
nated by  the  managements  of  a  few  of  the  larger  and  more  favor- 
ably situated  railroads ;  for  through  their  influences  in  respect  to  the 
rate-making  gateways  of  the  country,  in  division  of  rates,  and 
through  their  power,  they  have  been  able  to  favor  certain  seaport 
cities,  certain  localities  and  railroads  in  the  disposition  of  freight. 
This  policy  will  continue  only  in  more  aggravated  form  under  this 
method.     In  the  exchange  of  securities  of  present  corporations  for 
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those  of  the  larger  divisional  corporations  the  same  influences  would 
necessarily  control  the  larger  corporations,  for  they  would  receive 
the  greater  amount  of  new  securities  issued.  The  advantages  ex- 
pected to  be  secured  by  dominating  railroad  interests  through  com- 
pulsory Federal  incorporation  of  railroads,  will  be  just  as  well  at- 
tained through  the  control  of  the  larger  corporations.  Foreseeing 
this  would  not  Government  take  full  control  and  complete  manage- 
ment to  prevent  these  things  happening?  We  contend  therefore  that 
this  method  means  Government  ownership.  There  can  not  be  worked 
out  practically  a  partnership  between  Government  and  the  owners 
of  the  railroads,  both  in  ownership  and  management,  and  it  should 
not  be.  Any  enterprise,  the  people,  through  Government,  guaran- 
tees, through  Government  also  should  be  operated.  And  if  we  are 
to  have  Government  ownership,  let  us  have  it  unconcealed,  "  naked 
and  unashamed." 

The  plan  providing  voluntary  exchange  of  present  securities  for 
lesser  amounts  of  new  company  securities  not  bearing  governmental 
guaranty  would  require  rates  to  be  made  to  yield  a  given  return  on 
the  capitalization  of  the  securities  of  the  new  companies  instead  of 
such  guaranty.  Do  you  believe  that  holders  of  underlying  bonds  of 
present  companies  would  voluntarily  exchange  their  bonds  under 
these  circumstances?  And  do  you  believe  owners  of  junior  bonds  or 
other  junior  securities  would  exchange  for  lesser  amounts  of  new 
securities  of  a  holding  company  not  actually  guaranteed  by  the  Gov- 
ernment, such  securities  being  subject  to  billions  of  underlying  bonds 
of  existing  companies?  In  fact,  they  would  likely  not  accept  an  even 
exchange  for  such  collateral  trust  securities,  for  their  present  securi- 
ties are  junior  only  to  securities  on  their  own  properties.  Our  plan 
of  using  railroad  rates  adjusted  to  produce  a  given  reasonable  return 
on  property  investment,  taking  away  earnings  in  excess  of  such 
return,  present  securities  to  remain  undisturbed,  is  here  used  to 
apply  to  new  securities  adjusted  and  given  in  reduced  amounts  in 
exchange  for  present  outstanding  securities.  There  is  a  wide  differ- 
ence between  a  Government  guaranty  on  securities  and  securities  thus 
issued.  Under  these  circumstances  owners  of  underlying  bonds 
would  likely  not  exchange,  and  they  should  not. 

In  the  formation  of  the  new  regional  railroad  companies,  to  liken 
the  great  transportation  system  of  the  country  to  the  Federal  Reserve 
System,  and  to  say  that  because  regional  reserve  banks  are  used  in 
the  country's  financial  structure  the  same  method  is  applicable  to 
the  railroad  situation  displays  a  lack  of  appreciation  of  the  purposes 
each  is  intended  to  serve.  If  it  is  a  good  thing  to  consolidate  all  the 
railroads  into  regional  railroad  companies,  why  not  consolidate  all 
the  banks  in  a  regional  reserve  district  with  the  regional  reserve  bank 
therein  ?  You  extend  the  banking  system  to  give  service  by  establish- 
ing banks  to  serve  the  smaller  communities.  It  is  proposed  to  cur- 
tail railroad  facilities  of  smaller  communities  by  a  concentration  of 
them  through  consolidation.  The  regional  banks  are  simply  places 
of  exchange.  The  network  of  railroads  throughout  the  country  con- 
stitutes an  endless  operating  problem  of  vast  magnitude  involving 
constant  watching  and  care  and  local  in  its  relation  to  comniunities. 
The  facilities  and  service  given  the  shippers  and  the  public  is  never 
to  be  finished  and  always  to  be  extended.    It  caUs  for  administrative 
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methods  not  possible  to  be  made  effective  unless  localized  in  their 
final  application.  This  structure,  with  its  many  ramifications,  al- 
though it  may  be  faulty  in  spots  and  parts  of  it  may  have  been  ex- 
ploited in  the  past,  has  served  the  country  well.  There  is  no  simi- 
larity whatsoever  betAi-een  either  the  purposes  or  the  application  of 
the  use  of  the  regional  Federal  reserve  bank  plan  and  the  require- 
ments of  the  railroads.  If  the  result  desired  to  be  attained  is  the 
fear  of  railroad  rates  being  slightly  higher,  if  this  method  is  not 
devised  to  level  them,  the  shippers  and  the  public  must  decide 
whether  they  propose  to  see  their  service  sacrificed  to  the  adoption 
of  a  method  when  the  same  result  can  be  attained  in  another  and 
simpler  way,  preserving  the  essentials  to  efficient  service,  including 
competitive  service. 

The  friends  of  Government  ownership  have  set  up  as  an  excuse  to 
appropriate  the  railroads  the  importance  of  carrying  out  certain 
alleged  great  reforms  in  the  transportation  system.  So  the  discus- 
sion turns  largely  to  the  best  way  to  effect  these  great  reforms.  Some 
of  them  may  be  real,  some  would  be  bad,  but  the  whole  of  them  are 
trifling  as  compared  with  the  big  wholesale  injury  to  the  transporta- 
tion system  of  the  country,  involved  in  subjecting  it  to  various 
"  cures  "  and  to  political  influence  and  control. 

The  people  are  beginning  to  recognize  the  fact  that  whatever  de- 
fects private  ownership  and  operation  may  have  had.  the  railroads 
have  given  to  the  country  a  wonderful  system  of  transportation,  and 
such  as  no  other  country  has  ever  had.  Its  cheapness  and  efficiency 
has  not  been  equaled  in  any  country.  It  should  not  be  lightly  de- 
stroyed. It  is  the  feebleness  of  the  general  public  policy  of  the  rail- 
roads and  the  policy  of  the  Government  toward  the  railroads  that 
are  subjects  of  criticism. 

If  present  Federal  control  and  operation  is  continued  during  the 
period  when  the  proposed  new  companies  are  forming,  securities 
guaranteed  and  present  securities  scaled,  as  suggested,  you  head  the 
railroads  directly  into  permanent  Government  ownership.  It  is  idle 
to  say,  as  has  been  stated,  that  present  Federal  control  and  operation 
can  be  extended,  with  definite  pui-poses  in  the  minds  of  those  in  con- 
trol of  it,  and  at  the  same  time  state  that  you  do  not  favor  Govern- 
ment ownership,  when,  perforce,  you  bring  it  about  whether  you 
favor  it  or  not.  Give  me  the  direction  of  extended  Federal  control 
and  operation  of  the  railroads  for  five  years,  or  even  three  years,  and 
under  my  direction  they  could  be  so  operated  that  at  the  end  of  the 
period  they  would  find  themselves  in  the  position  either  of  being 
forced  to  accept  the  larger  company  proposition  or  Government 
ownership  if  it  was  my  belief  that  it  was  desirable  to  eventually  land 
them  in  one  or  the  other  direction.  The  attitude  of  one  man  so 
placed  could  determine  and  control  the  policy  of  the  Nation  in  re- 
spect to  these  gi'eat  enterprises.  His  political  power,  if  he  chose  to 
exercise  it,  would  be  dangerous  in  the  extreme.  The  power  to  en- 
force the  payment  of  Government  loans  to  railroads  is  in  itself  an 
effective  means  to  an  end.  One  man  wielding  this  great  financial 
power  alone,  with  the  Government  back  of  him,  can  do  many  things 
to  accomplish  his  aims. 

It  is  neither  fair  nor  economically  sound  for  the  army  of  railroad 
employees  to  be  placed  under  the  control  and  under  political  influ- 
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ences  possible  of  being  exercised  by  any  such  system.  To  say  that 
it  will  not  be  so  exercised  by  an  appointee  under  a  Government  as 
partisan  as  our  own  is  not  in  accordance  with  the  facts.  And  the 
higher  in  the  councils  of  the  administration  that  appoints  him  you 
place  the  man  at  the  head  the  greater  political  power  you  give  him 
and  the  more  he  will  exert  it.  If  representatives  of  labor  lavOr  an 
extension  of  this  system,  then  they  are  misguided.  It  is  unsafe  for 
either  employees,  shippers,  the  public,  or  the  owners,  notwithstanding 
the  fact  that  the  railroad  executives  have  recommended  the  con- 
tinuance of  this  system  in  even  a  more  aggravated  form. 

The  Federal-control  act  did  not  anticipate  the  operation  of  these 
individual  railroad  properties  for  the  purpose  of  carrying  out  the 
theories  of  any  one  Government  official  or  set  of  officials.  If  Congress 
should  unfortunately  determine  that  larger  regional  companies  shall 
be  organized,  then  Congress  at  that  moment  ought  to  direct  the 
Federal  official  who  will  continue  to  operate  the  properties  during 
the  21  months  remaining  just  what  he  is  to  do  with  them  in  order 
that  their  owners  and  the  country  may  promptly  know  the  final 
result.  But  to  extend  the  time  for  such  operation  with  the  power  to 
continue  to  divert  traffic  and  "  unify  "  railroad  systems  or  parts  of 
systems,  so  that  under  a  war  measure  the  business  of  the  railroads, 
and  in  fact  part  of  their  property,  may  be  gradually  absorbed  one 
by  another  until  you  reach  the  point  where  it  will  not  be  possible 
to  return  them  is  not  what  your  act  said,  nor  is  it  fair  to  the  owners 
of  the  properties  for  this  to  be  permitted.  If  Congress  by  act  will 
remove  the  lega'l  barriers  to  the  regulated  combination  of  railroads 
and  will  let  the  railroads  of  the  country  work  out  their  own  com- 
binations along  natural  lines,  not  enforced  lines,  you  will  eventually 
secure  service  by  such  combination  as  may  be  desirable  and  such  as 
the  public  interest  demands.  But  this  should  proceed  orderly  under 
the  supervision  of  the  Interstate  Commerce  Commission  (and  under 
the  corporation  we  have  proposed  and  herein  later  discuss). 

By  the  use  of  the  means  you  have  at  your  command,  supplemented 
as  proposed  in  our  plan,  early  action  can  be  secured  without  disturb- 
ing the  existing  railroad  structure  or  financial  credit,  which  the  pres- 
ent situation,  if  nothing  else,  demands  should  not  be  done.  Things 
are  at  a  standstill.  Revolutionary  policies,  such  as  Government 
ownership  or  compulsory  consolidation,  carry  profound  dangers. 
Congress  might  set  in  motion  movements  that  it  could  not  check. 

In  carrying  out  the  essentials  (which  we  will  now  briefly  restate), 
of  the  plan  we  have  submitted,  the  consent  of  neither  the  security 
holders  nor  the  railroads  will  be  required,  as  in  the  case  of  either  en- 
forced or  voluntary  exchange  of  securities  under  the  other  method, 
for  Congress  has  authority  to  impose  upon  the  railroads  the  condi- 
tions proposed  in  our  plan.  We  do  not  ask  for  a  governmental  guar- 
anty either  in  respect  to  securities  or  property  investment  accounts; 
the  Congress  in  using  the  property  investment  accounts  merely  for 
comparison  is  not  required  to  recognize  such  accounts  other  than  for 
the  purposes  of  camparison. 

The  essentials  of  the  plan  we  submitted,  briefly  outlined,  are : 

1.  A  corporation  (National  Railways  Association)  to  be  organized 
under  act  of  Congress,  managed  by  17  trustees,  9  to  be  the  Interstate 
Commerce  Commissioners,  8  to  be  representatives  of  the  railroads,. 
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selected  from  the  different  sections  of  the  six  regional  districts  to  be 
established  for  regulatory  purposes  containing  territory  substantially 
the  same  as  the  six  rate-making  districts  now  existing.  The  common 
stock  capital  to  be  nominal.  This  company  to  yield  no  profit  to  the 
railroads.  This  corporation  to  assist  in  financing  through  preferred 
stock,  equipment  obligations,  or  other  securities  such  railroad  equip- 
ment as  it  may  purchase  from  the  Government  and  as  may  be  allo- 
cated to  certain  railroads.  It  may  also  purchase  and  furnish  to  rail- 
roads, under  lease,  equipment  for  either  permanent  or  emergency 
purposes.  The  trustees  would  have  great  powers,  for  they  become 
the  guiding  influence  in  bringing  into  effect  the  mobilization,  in  the 
public  interest,  of  the  facilities  of  all  railroads  so  far  as  this  may  be 
practicable,  but  not  so  as  to  impair  the  incentive  and  initiative  essen- 
tial in  the  managements  of  the  individual  railroads  to  produce  ade- 
quate facilities  and  so  that  comparative  service  shall  continue  the 
basis  of  all  efficient  railway  service. 

These  trustees  would  furnish  the  most  effective  means  to  decide  upon 
and  put  in  effect,  after  the  determination  of  just  terms  or  compensa- 
tion by  the  commisson  or  tribunal  that  may  have  jurisdiction  in  the 
matter,  such  unification  of  service,  joint  facility  use,  pooling,  or  such 
rerouting  freight  policy  as  may  prove  effective.  They  would  be  able 
to  supervise  freight  divisions  and  the  operation  of  the  freight  gate- 
ways of  the  country  as  thej^  at  present  exist  or  may  be  hereafter 
established.  They  Avould  operate  this  corporation  with  reference  also 
to  the  fund  to  be  created  under  excess  earnings  reduction  to  be  dis- 
tributed under  the  jurisdiction  of  the  Interstate  Commerce  Com- 
mission. 

The  experience  of  the  Interstate  Commerce  Commissioners  and  of 
the  railroad  representatives  who  would  become  trustees  of  the  Na- 
tional Railways  Association,  conversant  as  they  would  be  with  the 
needs  of  the  various  sections  of  the  country  from  which  they  are 
selected,  would  give  a  much  more  efficient  railroad  service,  through 
each  individual  railroad  operating  as  a  part  of  a  gi'eat  national 
structure,  than  it  is  possible  to  secure  by  the  creation  of  regional 
railroad  companies  or  by  creating  a  new  Cabinet  official  as  secretary 
of  transportation,  to  take  over  these  powers  and  duties.  Nor  could 
the  same  service  be  supplied  by  any  one  individual,  governmental  or 
otherwise,  clothed  with  the  power  such  as  is  necessary  to  be  given  this 
corporation  to  effectively  bring  results  in  both  the  public  interest  and 
in  the  interest  of  the  owners  of  the  properties.  Furthermore,  no  one 
man  should  be  given  in  a  democracy  such  autocratic  powers  as  are 
necessary  to  work  out  a  problem  of  such  magnitude  as  have  been 
held  by  the  Director  General  of  Railroads  and  as  are  now  exer- 
cised by  that  official ;  in  this,  of  course,  I  speak  impersonally.  Fav- 
oritism can  be  shown  any  railroad  or  any  section  of  the  country. 
The  fate  of  communities  and  railroads  rests  with  him,  for  he  can 
make  or  break  them  by  the  railroad  service  he  may  choose  to  give  the 
former  and  business  to  the  latter.  Since  the  trustees  would  include 
practical  railroad  men  and  those  conversant  with  their  finances,  they 
would  be  of  considerable  service  in  any  proposed  combinations  of 
railroad  properties  under  the  jurisdiction  of  the  Interstate  Commerce 
Commission  who  are  at  present  valuing  them.  And  the  commis- 
sioners are  also  among  the  trustees  of  the  corporation.    The  powers 
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you  would  give  these  trustees,  while  very  great,  are  not  gi-eater  than 
possessed  to-day  by  the  Director  General  of  Railroads — one  man. 

This  corporation  could  be  quickly  organized  as  the  first  step  in  the 
return  of  the  railroads.  And  if  the  managements  of  the  railroads 
are  broad  enough  to  lend  their  credit  to  be  put  behind  the  securities 
issued  by  this  corporation  to  the  extent,  at  least,  that  each  will  use  it, 
with  the  proposed  supervision  of  future  security  issues  by  the  Inter- 
state Commerce  and  regional  commissions,  railroad  credit  Avould  rise 
and  the  transfer  of  the  railroads  to  private  operation  would  be 
xjuickly  and  effectively  accomplished.  Under  such  a  management  as 
is  provided  for  this  corporation  through  the  trustees  selected  as  set 
forth,  all  the  railroads  could  afford  to  give  their  guaranty  to  certain 
of  its  securities  issued  in  series,  to  be  partly  used  to  assist  any  one 
of  the  railroads,  for  in  assisting  one  all  would  be  helped.  The  eight 
representatives  of  the  railroads  as  trustee  could  be  elected  by  the 
railroads  upon  the  nomination  of  the  boards  of  directors  of  roads  in 
«ach  of  the  regional  districts  and  together  with  the  other  trustees 
(commissioners)  they  could  well  supervise  the  use  of  funds  in  spe- 
<'ific  cases.  They  might  have  different  duration  of  terms  of  office,  so 
that  they  alternate  with  other  representatives  selected.  This  would 
insure  nonfavoritism. 

This  corporation  in  the  purchase  of  equipment  would  reduce  the 
future  capitalization  of  railroads.  For  the  diversion  of  equipment 
from  one  railroad  to  another  as  traffic  conditions  warrant  and 
through  its  ownership  of  emergency  equipment,  would  result  in  a 
great  saving  in  equipment  to  be  owned  by  each  railroad.  The  prices 
at  which  equipment  could  be  purchased  by  the  corporation  would 
make  a  great  saving.  It  would  give  every  facility  for  effective  stand- 
ardization of  equipment  as  far  as  practicable.  Furthermore,  cars 
could  always  be  promptly  furnished  shippers  in  all  parts  of  the  coun- 
try. It  would  furnish  a  single  place  for  complaints  of  shippers  in 
respect  to  service.  The  sooner  this  corporation  could  take  hold,  the 
sooner  would  the  railroads  be  prepared  for  their  return  under  the 
Federal  control  act.  For  it  will  be  difficult  to  secure  in  such  return 
the  cooperation  of  Government  officials,  with  entirely  different  objects 
animating  them,  in  the  restoration  of  the  properties  so  they  may 
be  returned  as  you  require  them  to  be  under  the  Federal  control  act, 
preparation  for  which  should  really  have  been  begun  when  the  armi- 
stice was  signed.  This  corporation  could,  therefore,  act  as  the  agency 
of  the  Government  for  the  transfer  of  the  railroads  under  the  pro- 
visions of  that  act  during  such  period  of  the  21  months  as  it  might 
require  to  accomplish  the  return. 

The  operation  of  the  railroads  in  conjunction  with  the  corporation 
would  prove  an  object  lesson  to  the  country.  It  would  show  advo- 
cates of  Government  ownership  how  much  more  effective  can  these 
properties  be  operated  in  the  public  interest  under  private  ownership 
and  operation,  properly  directed  and  regulated.  The  trustees  should 
prepare  a  budget  otf  expenditures  and  requirements  of  all  the  rail- 
roads from  forecasts  each  would  furnish  to  them.  Rates  could  thus 
be  made  by  the  commission  with  definiteness  as  to  their  results,  service 
given,  and  savings  instituted.  The  trustees,  subject  to  the  commis- 
sion, would  be  empovrered  to  re-route  freight  and  take  care  of  the 
roads  from  which  it  is  diverted,  by  making  up  the  loss  by  some  other 
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class  of  freight  they  may  be  better  equipped  to  handle  than  the  one- 
from  which  it  is  diverted.  By  this  means  an  equalizing  force  of 
great  importance  to  the  whole  transportation  system  will  be  secured^ 
in  the  public  interest. 

The  right  to  adjust,  subject  to  allowances  by  the  commission,  the 
rerouting  of  traffic  to  the  requirements  of  shippers'  needs  and  of  the- 
needs  of  particular  railroads,  the  operation  of  which  is  distinctly 
in  the  public  interest,  would  not  only  be  an  additional  means  to  level 
earnings  (excess  earnings  reduction  being  the  other),  but  it  serves 
to  hold  down  freight  rates.  The  rate-making  power  being  vested 
in  the  commissioners,  the  eight  railroad  representatives  with  knowl- 
edge of  operating  and  traffic  conditions,  and  among  them  some  con- 
versant with  the  financial  requirements  of  railroads,  all  being  trustees 
of  the  corporation,  could  make  such  traffic  adjustments  between  rail- 
roads as  would  work  to  reduce  rates  and  in  other  respects  would  be  of 
benefit  to  the  shippers  and  the  public. 

2.  Regional  commissions  established  in  the  six  rate-making  dis- 
tricts of  the  country  to  operate  in  rate  control  and  regulatory  meas- 
ures in  conjunction  with  the  Interstate  Commerce  Commission. 
This  relieves  the  Interstate  Commission,  which  will  also  act  as  a 
body  of  appeal.  The  regional  commissions  would  be  in  touch  with 
the  various  localities  from  which  their  members  are  appointed  and 
in  which  they  sit  and  have  jurisdiction.  They  will  have  power  to 
control  intrastate  rates  that  unjustly  discriminate  against  interstate 
rates.  They  will  have  supervision  over  future  issues  of  railroad  se- 
curities in  conjunction  with  the  Interstate  Commerce  Commission. 

State  commissions  may  hold  joint  hearings  with  these  conmiissions 
whenever  "  it  is  necessary  to  reconcile  upon  a  single  record  conflicts 
between  State  and  interstate  rates.''  There  shall  be  coordination  of 
the  work  of  interstate,  regional,  and  State  connnissions. 

3.  Eate  committees  to  be  formed,  as  at  present  established,  to  be 
composed  of  railroad  men  and  shippei-s  and  to  primarily  handle  com- 
plaints and  changes  in  rates  before  submission  to  the  regional  com- 
missions. 

In  the  "  initiation  "  of  rates,  our  plan,  submitted,  calls  attention  to 
the  fact  that  if  the  Government  connnissions  are  to  adjust  rates  to 
yield  a  given  return,  then  they  should  have  full  control  over  such 
rates.  The  rate  conunittees  are  named  by  the  Interstate  Connnorce 
Commission,  a  Government  body.  Therefore,  such  rates  as  may  be 
"  initiated  "  thereby  may  be  said  to  be  "  initiated  "  by  the  Government. 
This  committee  is  made  up  of  two  railroad  men  and  one  shipper; 
therefore,  the  railroads  share  in  such  "initiation."  These  rates  are 
filed  with  the  regional  connnissions  that  act  thereon.  The  shippers 
are  more  concerned  in  the  relation  of  these  rates  to  those  in  other  ter- 
ritories containing  their  competitors  than  in  the  amount  of  said  rates. 

4.  Boards  of  conciliation.  Each  regional  connnission.  for  the  pur- 
pose of  the  settlement  of  matters  of  wages  with  the  employees,  will 
act  as  a  board  of  conciliation.  In  default  of  an  agreement,  a  regional 
commission  will  appoint  two  arbitrators,  the  employees  two,  and  the 
four  so  selected  a  fifth,  if  required :  right  of  appeal  to  the  Interstate 
Commerce  Commission  is  given.  These  arbitrations  would  not  be 
compulsory  unless  mutually  agreed  to  beforehand.  The  connnis- 
sioners  controlling  rates  from  which  railroad  revenue  is  derived  thus 
settle  also  disputes  over  wages  paid  out  of  such  revenue- 
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5.  Adjustment  of  railroad  rates  to  produce  a  reasonable  fixed 
return  to  the  railroads,  taken  in  groups,  and  providing  that  the  earn- 
ings of  each  railroad,  in  excess  of  the  fixed  return  beyond  one-third 
thereof  which  the  railroad  earning  it  will  retain,  shall  go  into  a  fund. 
This  fund  to  be  used  as  follows :  One-half  for  the  benefit  of  all  the 
railroad  employees;  one-half  to  be  paid  over  to  the  National  Rail- 
ways Association,  and  to  be  dispossed  of  under  the  jurisdiction  of 
the  Interstate  Commerce  Commission  under  such  limitations  as 
Congress  may  prescribe.  The  fund  created  from  excess  earnings 
reduction  will  be  taken  in  each  regional  district,  and  that  portion 
applicable  to  the  employees  will  be  adjusted  for  the  benefit  of  the 
employees  of  railroads  in  that  district,  as  far  as  practicable.  The 
portion  remaining  may  be  used  to  purchase  equipment,  to  establish 
additional  operating  efficiency  standards,  and  for  other  purposes  as 
provided  in  the  plan. 

It  is  not  possible  to  make  a  freight  rate  that  would  suit  each  indi- 
vidual railroad.  If  it  were  done  the  roads  more  favorably  situated 
by  reason  of  requiring  a  lower  rate  would  get  all  the  business ;  there- 
fore, we  say  make  the  rate  so  that  it  will  enable  the  less  favorably 
situated  railroads  to  perform  their  functions  in  the  public  interest 
and  take  the  excess  above  a  reasonable  and  fair  return,  from  those 
that  receive  it.  Had  it  not  been  that  it  was  necessary  to  make  rates 
to  sustain  the  railroads  operating  in  the  average  territory,  the  more 
favorably  situated  railroads  would  not  have  received  the  benefits 
from  the  rate  that  has  resulted  in  building  up  their  large  surpluses. 
It  may  not  sound  popular  to  require  that  these  excess  earnings  be 
put  into  a  fund  in  the  public  interest,  but  the  security  owners  of  the 
railroads  are  face  to  face  with  either  subjecting  themselves  to  this 
or  having  the  attempt  made  to  reduce  their  securities  to  a  point 
they  know  not  where. 

It  is  not  our  purpose  that  any  part  of  the  fund  created  shall  di- 
rectly make  up  the  earnings  of  any  individual  railroad  that  did  not 
contribute  to  the  fund.  It  is  not  the  purpose  to  use  the  excess  earn- 
ings of  the  more  favorably  situated  railroads  directly  for  the  benefit 
of  those  less  favorably  situated,  but  it  is  the  purpose  to  take  from 
the  more  favorably  situated  railroads  excess  earnings  beyond  what 
shall  be  determined  to  be  a  reasonable  and  fair  return  on  the  invest- 
ment and  the  one-third  left  them  as  their  incentive. 

It  is  proposed  by  act  of  Congress  to  instruct  the  Interstate  Com- 
merce Commission  that  in  the  adjustment  of  railroad  rates  such  rates 
shall,  as  nearly  as  may  be,  produce  not  less  than  6  per  cent  (or  such 
greater  percentage  as  may  be  found  necessary  to  allow  a  reasonable 
return  on  property  invested)  on  the  aggregate  property  investment 
of  the  railroads  grouped  in  each  of  the  three  classification  territories. 
We  have  applied  the  operation  of  the  plan  in  the  three  classification 
territories  for  the  yeare  June  30, 1914-1917,  known  as  the  "  test  period  " 
under  the  Federal  control  act.  It  must  not  be  understood  that  any 
railroad  would  necessarily  receive  as  much  as  6  per  cent  on  its  prop- 
erty investment  account.  The  amount  that  it  would  receive  as  its 
return  through  the  establislunent  of  any  rate  or  rates  is  dependent 
entirely  upon  its  competing  actively  for  its  business  just  the  same  as 
in  the  past,  and  only  as  the  result  of  efficient  and  economical  methods 
of  operation. 
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As  a  matter  of  fact  the  property  investment  accounts  of  the  rail- 
roads may  be  treated  as  the  letter  X.  We  know  that  the  railroads^ 
when  under  private  operation,  did  not  receive  sufficient  revenue  to 
hold  their  credit  and  furnish  facilities.  The  railroads  have  been 
grouped  in  territories  by  the  Interstate  Commerce  Commission  for 
rate-making  purposes.  The  aggregate  amount  of  the  property  in- 
vestment accounts  of  all  the  roads  constituting  a  group  in  a  rate- 
making  territory  was  ascertained.  The  results  of  rates  made  when 
applied  thereto  was  found  to  yield  a  certain  return  thereon.  For 
instance,  the  yield  when  thus  applied  to  the  country  was  found  to 
be  5.20  per  cent,  averaged  for  the  three-year  test  period,  June  30, 
1914—1917.  This  was  admittedl}^  not  enough.  So  we  say  adjust 
rates  so  they  will  yield  not  less  than  6  per  cent  on  the  aggregate  of 
the  property  investment  accounts.  The  commission  has  used  these 
aggregates  for  "  comparison."  We  ask  that  your  act  instruct  the 
commission  so  that  the  yield  shall  not  be  less  than  6  per  cent,  for 
experience  has  now  proven  that  less  will  not  do.  As  railroad  oper- 
ating expenses  become  less,  so  do  the  rates;  as  they  increase,  so  do 
the  rates.  The  total  amount  of  stock  capitalization  of  all  the  rail- 
roads (common  and  preferred),  represented  in  their  property  invest- 
ment on  December  31,  1917,  amounted  to  $7,284,051,120.  The 
$83,494,000  per  annum  turned  into  the  fund  from  excess  earnings 
equals  5  per  cent  on  $1,660,000,000.  and  is  more  than  5  per  cent  per 
annum  on  one-fifth  of  the  total  outstanding  stock  capital  of  the  rail- 
roads. This  allows  for  a  considerable  amount  of  over-capitalization> 
The  total  increase  in  freight  revenues,  under  the  plan,  over  the  aver- 
age of  1914-1917  is  5.78  per  cent.  Allowing  for  the  excess  earnings 
reduction  ($83,494,000)  this  would  mean  a  net  increase  of  only  2.25 
per  cent. 

You  may  say  that  property  accounts  of  some  of  the  railroads  are- 
too  high.  To  this  we  reply,  assuming  your  contention  to  be  correct, 
that  this  does  not  affect  the  general  purposes  of  the  plan.  The  ag- 
gregate amount  of  the  property  investment  accounts  of  all  of  the 
railroads  is  not  too  high,  especially  when  over  one-half  of  the  roads 
do  not  receive  as  much  as  6  per  cent  on  their  individual  property  in- 
vestment accounts,  under  the  plan,  and  those  that  do  have  the  ex- 
cess taken  from  them.  The  commission,  as  already  stated,  has  used 
this  aggregate  at  least  for  comparison.  It  is  used  as  a  basis  for  the 
application  of  rates  to  yield  not  less  than  6  per  cent  thereon,  and  not 
6  per  cent  on  the  property  investment  account  of  each  individual 
railroad.  Of  the  great  majority  of  the  railroads  not  earning  up  to- 
6  per  cent,  some  may  never  earn  up  to  it,  and  not  for  a  great  many 
years  would  others  earn  up  to  6  per  cent  on  tlieir  individual  property 
investment  account.  So  that  the  difference  between  the  percentage 
they  do  earn,  through  their  own  initiative,  endeavors,  and  oper- 
ations, and  6  per  cent,  would  pay  the  interest  at  6  per  cent  on  a  sum 
in  excess  of  the  amount  you  may  think  that  all  individual  railroads 
may  be  overvalued.  And  you  would  cause  to  be  refunded  all  excess 
earnings  over  6  per  cent  and  one-third  to  the  railroad  earning  it,  to. 
be  used  in  the  public  interest. 

As  respects  securities  representing  the  present  capitalization  of  a 
railroad  company,  their  value  is  in  proportion  to  the  intrinsic  worth 
of  the  property  they  actually  represent  and  what  the  railroad  rates. 
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that  are  made  will  yield  thereon.  The  property  investment  accounts 
of  the  railroads  must  not  be  confounded  with  the  outstanding  secu- 
rities issued  against  such  property,  for  the  securities  issued  may  in 
par  value  be  greater  or  less.  Rates  are  made  and  applied  to  the 
aggregate  property  investment  of  all  the  roads  grouped  in  each  of 
the  three  classification  territories  existing  and  established  by  the 
Interstate  Commerce  Commission. 

While  the  amount  of  return  under  the  plan  to  some  roads  may  not 
be  very  large,  there  would  be  established  a  standard  of  compensa- 
tion or  return.  This  would  prove  effective  in  improving  the  finan- 
cial standing  and  credit  of  every  railroad  in  the  country  and  would 
amply  repay  any  railroad  for  large  amounts  taken  from  it  under 
excess  earnings  reduction.  If  there  are  weak  roads  that  wish  to 
reorganize  their  financial  structure,  a  basis  for  issuing  securities  and 
for  credit  would  be  given  for  the  purposes  of  such  reorganization. 
This,  taken  in  connection  with  the  right  of  combination  under  the 
supervision  of  the  commission  and  the  influence  of  the  other  trustees 
of  the  National  Railways  Association,  gradual  adjustments  in  capi- 
talization are  bound  to  follow. 

There  are  approximately  2,300  railroad  companies  in  the  United 
States,  owning  about  260,000  operated  mileage  of  railroad  taken  as 
double  track.  Many  of  these  railroads  are  known  as  short  lines  and 
625  constitute  railroad  systems  of  great  mileage.  The  plan  has  been 
applied  to  162  railroads  or  railroad  systems  (625  railroads)  that  con- 
stitute class  one,  or  those  roads  having  annual  gross  revenue  above 
$1,000,000.  These  roads  represent  approximately  97  per  cent  of  the 
gross  revenues  of  all  the  railroads,  98  per  cent  of  the  freight  reve- 
nues, and  89  per  cent  of  mileage  operated  (231,321). 

For  comparison  the  following  tables  give  the  application  of  the 
plan  in  the  three  classification  territories : 

EASTERN    CLASSIFICATION    TERRITORY. 

31  railroads  not  earning  up  to  6  per  cent  would  receive,  average, 

per  cent 3.91 

36  railroads  earning  over  6  per  cent  would  receive,  average,  per 

—      cent 6.19 

67  railroads,  the  total  in  eastern  territory,  receive  after  allowing 

for  excess  earnings  reduction,  average,  per  cent 5.53 

Total  excess  earnings  over  6  per  cent $47,  794,  000 

Deduct  one-third,  retained  by  the  roads  earning  it,   there 

would  be  turned  into  the  fund $31,863,000 

SOUTHERN    CLASSIFICATION   TERRITORY. 

14  railroads   not  earning  up  to  6  per  cent  would   receive,   aver- 
age  per  cent—  4.  05 

18  railroads  earning  over  6  per  cent  would  receive,  average — do 6.  37 

32  railroads,  the  total  in  Southern  territory,  receive  after  allowing 

for  excess  earnings  reduction,  average per  cent —  5.  49 

Total  excess  earnings  over  6  per  cent $20,619,000 

Deduct  one-third,  retained  by  the  roads  earning  it,  there 
would  be  turned  into  the  fund $13,746,000 

,.  ^  WESTERN    CLASSIFICATION    TERRITORY. 

39  railroads  not  earning  up   to  6  per  cent  would   receive,   aver- 
age  per  cent.—  3.  67 
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24  railroads  earning  over  6  per  cent  would  receive,  average do 6.15 

63  railroads,  the  total  in  Western  territory,  receive  after  allowing 

for  excess  earnings  reduction,  average per  cent 5.  51. 

Total  excess  earnings  over  6  per  cent : $50.  827,  000 

Deduct  one-third,  retained  by  the  roads  earning  it,  there 
would  be  turned  into  the  fund $37,  885,  000 

Mr.  Warfield.  By  applying  the  operations  of  the  plan  to  the 
three-year  test  period  (June,  1914:-1917),  it  has  been  found  that  all 
of  the  162  railroads,  or  systems,  would  before  excess  earnings  reduc- 
tion receive  more  money. 

Eighty-four  of  the  162  railroads,  or  systems,  would  not  earn  up 
to  the  6  per  cent,  and  therefore  would  not  contribute  to  the  fund. 
The  total  incease  received  by  these  84  railroads  would  be  $29,256,000. 

Seventy-eight  of  the  162  railroads,  or  systems,  would  contribute  to 
the  fund  $83,494,000  per  annum,  in  that  each  of  these  roads  or  sys- 
tems would  earn  more  than  6  per  cent  on  property  investment.  Of 
the  78  contributing  roads,  33,  after  retaining  one-third  of  their  excess 
earnings,  would  contribute  to  the  fund  $51,249,000  of  the  $83,494,000. 
These  same  33  railroads  would,  after  contributing  the  said 
$51,249,000,  receive  in  the  aggregate  $22,605,000  less  than  they  are 
now  receiving  as  allowed  under  the  Federal-control  act.  Therefore, 
they  contribute  $29,000,000  per  annum  to  the  fund,  even  though  they 
should  be  allowed  to  retain  the  same  amount  they  receive  under  the 
Federal-control  act.  Of  the  33  railroads,  15  would  show  a  decrease, 
compared  with  what  they  receive  under  the  cct  in  different  amounts 
less  than  $200,000,  each;' 3  would  receive  frrom  $200,000  to  $500,000 
less.  Six  $500,000  to  $1,000,000.  Six  $1,000,000  to  $2,000,000  and 
3  would  receive  more  than  $2,000,000  less  than  they  are  receiving 
under  the  Federal-control  act. 

For  the  purpose  of  this  statement,  we  will  designate  the  last  three 
railroads  A,  B,  and  C. 

A  would  receive  $2,668,000  less.  If,  however,  you  take  the  average 
of  A  for  the  four  years  1911,  1912,  1913,  and  1914,  A  would  still  re- 
ceive, notwithstanding  the  fact  that  it  contributes  $4,677,000  to  the 
fund,  $4,527,412  more  than  A  received  in  net  railway  operating  in- 
come for  the  average  of  the  four  years,  1911  to  1914.  This  would 
indicate,  therefore,  that  the  earnings  of  this  particular  railroad  were 
unusually  large  in  consequence  of  the  carrying  of  war  freight. 

In  the  case  of  road  B  it  has  been  ascertained  that  this  railroad 
does  not  carry  its  equipment  in  its  property  investment  account. 
This  is  a  large  amount  and  for  the  purposes  of  the  application  of 
excess-earnings  reduction  a  proper  amount  should  be  allowed  in 
connection  with  its  property  investment  account. 

In  case  of  road  C  the  majority  of  its  stock  is  owned  by  one  of  the 
large  systems.  This  railroad  would  likely  be  presented  to  the  com- 
mission for  some  adjustment  owing  to  unusual  conditions. 

Of  the  remaining  30  railroads  mentioned,  19,  notwithstanding  they 
receive  less  than  at  present  under  the  'Federal-control  act,  would  yet 
receive  $24,400,000  more  than  they  did  receive  for  the  average  of  the 
four  years  1911  to  1914. 

Eleven  of  the  33  railroads  would  receive  $5,033,000  less  than  they 
did  receive  average  for  the  four-year  period  1911-1914.  Two  roads 
make  up  $2,480,000  of  this  amount;  three  roads  make  up  $1,876,000 
more,  leaving  six  receiving  a  total  of  $677,000  less. 
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In  conclusion,  let  me  suggest  that  your  committee  proceed  slowly  in 
adopting  measures  that  may  destroy  a  transportation  machine — the 
greatest  in  the  world — which  it  has  taken  years  to  construct,  that 
may  have  irregularities,  but  as  a  whole  stood  unrivalled  until,  under 
Federal  control  and  operation,  its  disintegration  was  begim.  This 
will  continue  unless  you  summarily  prevent  it  going  further.  Instead 
of  destroying  it  as  a  whole  because  of  irregularities,  adjust  those 
irregularities.  The  railroads  suffered  principally  from  over  legisla- 
tion and  regulation  when  taken  over.  Correct  this.  We  do  not  claim 
that  what  we  propose  is  perfect — nothing  is.  It  does  establish  a 
system  that  will  unsettle  nothing,  will  improve  service  and  establish 
credit.  It  is  not  the  thought  of  to-day.  It  was  outlined  early  in  De- 
cember, 1917,  in  an  address  before  the  Association  of  Life  Insurance 
Presidents.  Earlier  it  had  been  submitted  to  the  then  chairman  of 
the  Interstate  Commerce  Committee  of  the  House,  and  its  funda- 
mental provisions  then  received  his  personal  approval.  He  would 
have  favored  its  adoption  before  his  committee  had  not  the  course  of 
events  pi-evented  its  consideration.  He  permits  me  now  to  state  this. 
Many  improvements  in  detail  have  since  been  added.  If  after  being 
put  into  effect  e\evy  feature  of  the  plan  should  not  meet  your  full 
expectation,  you  can  stop — you  have  at  least  destroyed  nothing.  To 
attempt  the  enforcement  of  the  fundamentals  of  numerous  so-called 
plans  before  your  committee  and  the  country,  would  completely  de- 
moralize not  only  the  transportation  system  but  also  commerce  and 
industry.  Under  the  other  methods  suggested  you  could  not  retrace 
your  steps — the  railroad  structure  will  have  been  destroyed. 

The  Chairman.  Mr.  Warfield,  if  I  understand  the  general  outline 
of  your  plan,  without  going  into  the  details,  it  is  that  under  rates 
established  by  the  Interstate  Commerce  Commission  the  different 
railroads  of  the  country  would  be  allowed  to  earn  up  to  6  per  cent, 
and  if,  under  that  given  rate,  the  earnings  on  the  property  investment 
exceed  that,  than  one-third  is  to  remain  with  the  railroads  and  two- 
thirds  to  be  otherwise  disposed  of  ? 

Mr.  Warfield.  That  is  true.  Senator,  excepting  that  each  railroad 
would  not  necessarily  earn  6  per  cent.  It  is  the  aggregate  invest- 
ment accounts  of  the  railroad,  taken  in  each  of  the  three  classified 
territories  and  the  freight  rate  applied  to  that.  Each  railroad  would 
make  as  much  of  the  6  per  cent  as  through  its  own  operation  it  might 
be  able  to  make,  but  it  would  not  necessarily  make  6  per  cent. 

The  Chairman.  I  say,  in  case  it  made  the  6  per  cent? 

Mr.  Warfield.  Yes ;  that  is  the  idea.    ■ 

The  Chairman.  And  the  excess  over  6  per  cent,  under  a  given  rate, 
only  one-third  of  that  would  accrue  to  the  railroad  ? 

Mr.  Warfield.  Yes. 

The  Chairman.  And  two-thirds  would  be  otherwise  disposed  of? 

Mr.  Warfield.  Yes. 

The  Chairman.  Your  idea  being  that  under  a  given  rate  applied  to 
each  one  of  these  given  regions,  if  by  any  process  they  increase  their 
tonnage  and  traffic  and  get  to  where  there  is  more  than  6  per  cent, 
then  they  will  share  in  the  profits  to  the  extent  of  one-third  ? 

Mr.  Warfield.  That  is  the  idea. 

The  Chairman.  I  see. 

117900— 19— VOL  1 73 


1154   EXTENSION  OF  GOVERNMENT  CONTROL  OF  RAILROADS".. 

Mr.  Warfield.  If  you  will  look  at  these  statements  which  I  have- 
had  prepared,  you  will  see  it  at  a  glance.  This  shows  the  effect  on 
every  railroad. 

The  Chairman,  What  page  is  that? 

Mr.  Warfield.  Page  2  of  this  prepared  statement — these  diagrams 
[showing  the  statement]. 

Senator  Kellogg.  Does  this  cover  all  the  railroads  ? 

Mr.  Warfield.  All  the  railroads  of  the  teiTitor3\  They  are  ar- 
ranged in  three  territories — the  eastern,  southern,  and  western. 
Then  the  details  of  each  railroad  are  given  later  on. 

The  Chairman.  Would  your  idea  be  to  allow  different  rates  to- 
obtain  in  different  territories? 

Mr,  Warfield.  Well,  there  would  be  an  adjustment  of  rates:  that 
is,  the  Interstate  Commerce  Commission  would  make  them  both,  so 
far  as  the  commodity  and  class  rates  are  concerned;  but  they  would, 
take  the  aggregate  amount  from  all  rates  made,  so  that  they  would 
yield  not  less  than  6  per  cent  on  tlie  combined  property  investment 
in  each  district. 

Senator  Kellogg.  On  that  question  of  rates;  you  can  not  adjust 
the  rates  entirely,  can  you,  by  these  territories — the  eastern,  southern,, 
and  western? 

Mr.  Warfield,  You  mean  the  three  classification  territories? 

Senator  Kellogg.  Yes.    They  more  or  less  interlock,  do  they  not?" 

Mr.  Warfield.  Yes. 

Senator  Kellogg.  And  there  could  not  be  an  arbitrary  adjustment 
of  those  rates  in  the  eastern  district  separate  from  the  southern  or 
separate  from  the  western  district,  could  there? 

Mr,  Warfield,  No.  They  would  adjust  the  rates  the  same  as  they 
do  now.  There  Avould  not  be  any  difference  in  that;  but  they  would 
be  adjusted  so  that  in  the  aggregate  they  would  make  not  less  thaR 
6  per  cent. 

Senator  Kellogg.  So  you  could  only  reach  an  approximation  of 
your  earnings,  which  you  propose  should  be  the  standard  earnings  of 
the  railroads? 

Mr.  Warfield.  Only  as  nearly  as  may  be.  It  could  not  be  madfr 
exact. 

The  Chairman.  Now,  Mr,  Warfield,  I  want  to  ask  you  one  other 
(]uestion.  I  want  to  get  the  general  details  of  the  plan,  so  I  can. 
apply  them  in  my  own  mind.  You  take  all  the  property  investment 
of  the  railroads  of  the  United  States  as  a  whole  and  so  adjust  the- 
rates  that  they  may  earn  6  per  cent;  that  is,  on  all  the  properties? 

Mr,  Warfield,  That  is  the  aggregate,  but  not  on  each. 

The  Chairman.  Yes;  that  is  the  aggregate. 

Mr.  Warfield,  Yes. 

The  Chairman.  Now,  then,  you  adjust  the  rates  as  you  adjust 
them  now,  in  accordance  with  the  conditions  in  the  local  communi- 
ties or  in  these  different  regions? 

Mr.  Warfield,  Adjust  them  as  they  do  now. 

The  Chairman.  So  that  the  railroads  in  the  highly  developed  and 
favored  commimities,  under  this  plan,  earning  in  excess,  would  only 
get  one-third  of  what  they  would  got  now? 

Mr.  Warfield,  That  is  right.    That  is,  in  e.xcess. 

The  Chairman.  Yes;  I  meant  nny  excess  over  your  6  per  cent. 
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Mr.  Warfield.  Yes;  that  is  right. 

The  Chairman.  And  then  there  Avoiild  be  an  incentive  to  the 
roads  in  the  lesser-developed  communities  of  some  more  favorable 
i-ates  that  the  commission  might  see  fit  to  advance  to  them,  by  reason 
of  their  being  in  a  less-developed  or  standardized  community, 
wliereby  they  would  have  the  incentive  to  earn  up  to  6  per  cent? 

]Mr.  AVarfield.  That  is  the  idea. 

The  Chair:man.  And  to  share,  when  they  had  reached  a  point 
where  their  income  was  greater  than  6  per  cent,  to  the  extent  of  one- 
third  in  the  excess? 

Mr.  Warfield.  Yes. 

The  Chairman.  Not  to  guarantee  them  6  per  cent? 

Mr.  Warfield.  No. 

The  Chairiman.  But  whatever  the}'  do  earn,  they  are  entitled  to 
the  whole  of  it  up  to  6  per  cent? 

Mr,  Warfield.  That  is  the  idea.  Of  course,  the  larger  roads  situ- 
ated in  the  more  favorable  territory  would  have  the  incentive  to- 
make  their  one-third  as  great  as  they  could. 

The  Chairman.  I  see. 

Mr.  Warfield.  The  more  a  road  made,  the  larger  would  be  its^ 
third. 

Senator  Pomerene.  Let  us  apply  your  principle  to  this  situation. 
Suppose  you  have  a  railroad  company  that  is  earning  net  only  -2 
per  cent.    How  W' ill  it  be  affected  by  this  ? 

Mr.  Warfield.  It  will  get  more  money. 

Senator  Pomerene.  And  then,  assuming  for  the  sake  of  argument 
that  the  security  holders  would  be  controlled  entirely  in  their  views 
by  their  selfish  interests,  naturally,  then'  you  would  divide  the 
security  holders  into  two  classes;  those  who  earned  6  per  cent  or 
over  would  be  opposed  to  the  plan,  and  those  who  earned  less  than 
6  per  cent  would  favor  the  plan,  would  they  not  ?  Would  not  that  be 
the  effect  of  it? 

Mr,  Warfield.  Senator,  I  do  not  know  whether  they  would  follow 
quite  as  closely  along  those  lines  as  that.  It  seems  to  me  that  all  the 
railroads  are  face  to  face  with  a  very  serious  situation.  Something 
has  got  to  be  done.  There  have  been  a  great  many  plans  proposed, 
as  you  know  much  better  than  I.  Existing  conditions,  it  would  seem, 
are  not  going  to  continue.  We  feel  that  it  would  be  a  great  deal 
better  to  have  a  security  at  least  where  we  could  have  some  knowledge 
of  its  value  than  to  let  conditions  go  on  as  they  are,  or  to  let  the 
railroads  be  put  back  or  returned  as  they  are,  not  knowing  just 
Avhat  is  going  to  happen. 

Senator  Pomerene,  In  my  question  I  was  losing  entirely  sight  of 
the  altruistic  feeling  that  might  prompt  some  men  in  considering  the- 
situation  as  a  whole,  and  I  was  losing  sight  of  everything  except  the 
selfish  interest  which  might  prompt  a  security  holder  to  take  a  given 
position,  and.  taking  that  view  of  it,  I  think  it  must  follow  that 
those  who  were  looking  wholly  at  the  selfish  viewpoint,  who  had' 
securities  that  earned  6  per  cent  or  over,  would  oppose  the  plan,  and 
those  that  earned  less  than  that,  of  course,  would  be  for  it.  That 
would  be  the  natural  conclusion  to  draw,  would  it  not? 

Mr.  Warfield.  Following  your  theory,  then,  those  that  would  give 
uj)  the  most  under  the  plan,  in  the  excess  earnings  reduction.  Avould 
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probably  be,  as  you  feel,  more  antagonistic  than  those  who  do  not 
give  up  as  much  ? 

Senator  Pomerene.  Probably  so. 

Mr.  Warfield.  The  greater  number  of  roads  would  give  up  a 
small  amount  in  comparison  with  the  whole.  We  show  there  in  that 
schedule  that  I  read;  as  well  as  I  remember,  there  are  33  roads  out 
of  162  roads  or  systems  that  are  affected  here;  and  of  that  num- 
ber, the  ones  that  really  would  be  very  much  affected  are  a  very  small 
l^roportion  of  the  total ;  and  if  you  are  going  to  deal  with  this  subject 
in  relation  to  the  whole  proposition,  it  would  seem  to  me  that  you 
ought  not  to  consider  whether  some  of  those  roads  would  object  or 
not.  What  you  are  looking  at  here,  I  assume,  is  what  is  going  to  be 
best  for  the  entire  country,  and  for  the  very  great  majority  of  the 
railroads.  In  this  particular  case  it  is  to  the  interest  of  a  very  great 
majority  of  the  railroads.  Fifteen  of  the  33  railroads,  under  this 
arrangement,  would  lose  less  than  $200,000,  yet  there  are  a  great 
many  of  them  that  would  only  lose  anvwhere  from  $10,000  to 
$200,000.    Most  of  them  would  lose  a  great  deal  less  than  $200,000. 

I  do  not  think  those  roads  would  stand  on  that  and  I  think  they 
would  prefer,  if  you  would  do  it,  to  have  the  Interstate  Commerce 
Commission  instructed,  if  you  please,  to  give  them  this  rate.  They 
would  at  least  know  that  they  had  something  definite  to  go  on. 
There  are  some  cases  there — I  think  there  is  one  case  I  read  from 
the  list  where  it  would  seem  that  that  road  might  be  a  little  harshly 
dealt  with.  In  that  case  there  is  quite  a  loss.  You  will  see,  if  j'^ou 
will  turn  to  the  first  page,  where  the  black  line  indicates  the  earning. 

Senator  Kellogg.  To  which  road  are  you  referring?  The  Pitts- 
burgh &  Lake  Erie  ? 

Mr.  Warfield.  Yes;  the  Pittsburgh  &  Lake  Erie.  Now,  there  is 
a  road  which  is  a  little  severely  dealt  with  but  it  would  seem  to  us, 
because  we  provide  for  that  in  the  plan  which  has  already  been 
submitted,  that  that  should  be  taken  up  with  the  Interstate  Com- 
merce Commission,  and  that,  I  imagine,  would  receive  special  treat- 
ment. 

The  Chairman.  Mr.  Warfield,  there  is  not  so  much  altruism  in 
this  after  all.  This  is  rather  from  the  standpoint  of  self-preserva- 
tion, this  plan?  Is  it  not  because  the  public  mind  is  set  toward  the 
control  of  these  surplus  earnings  in  some  form  or  other,  and  the  roads 
must  either  submit  to  a  plan  that  will  give  them  an  adequate  return, 
with  some  prospects  of  sharing  in  the  surplus,  or  go  under  Govern- 
ment control  and  ultimately  Govermnent  ownership;  and  this  is 
what  you  have  set  out  as  being  self-preservation  rather  than  any 
altruism,  is  it  not? 

Mr.  Warfield.  You  have  said  it  exactly.  Senator. 

The  Chairman.  That  is  what  I  thought. 

Senator  Cummins.  Mr.  Warfield,  I  take  it  that  these  tables  give 
the  effect  or  show  the  effect  upon  the  individual  railroads  of  the 
plan  you  have  proposed,  taking  as  a  basis  the  test  period  ? 

Mr.  Warfield.  Yes. 

Senator  Cummins.  The  rate  of  return  is  computed  upon  the  invest- 
ment account? 

Mr.  Warfield.  Yes ;  that  is  the  average  of  it. 

Senator  Cummins.  Then,  running  hastily  over  the  western  dis- 
trict, with  which  I  am  more  familiar  than  with  any  other,  I  notice 
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that  of  the  63  railroads  in  the  western  district,  there  are  27  of  them 
which  would  have  a  return  of  less  than  3|  per  cent  upon  the  in- 
vestment account.  Now,  roads  that  have  less  than  3^  per  cent  upon 
their  investment  accounts — treating  that  as  a  real  investment  for  the 
moment — can  not  finance  themselves.  They  can  not  live  and  improve 
or  add  to  their  property  if  they  can  not  earn  more  than  3^  per  cent 
and,  in  most  cases,  much  less  than  that? 

Mr.  Warfield.  Of  course,  that  is  computed  on  the  investment  ac- 
count. It  does  not  necessarily  follow  that  they  earn  that  on  their 
stocks,  because  the  stock  issue  in  railroads,  as  you  know,  varies  with 
the  different  roads. 

Senator  Cummins.  Yes;  it  varies. 

Mr.  Warfield.  This  plan  would  preserve  the  dividends  of  the  past 
on  those  roads.  It  gives  every  one  of  those  railroads,  to  which  you 
have  referred,  more  money  than  they  would  get  if  the  plan  was  not 
in  effect. 

Senator  Cummins.  But  that  is  not  our  problem,  is  it?  Our  prob- 
lem includes  making  such  arrangements  as  that  these  weaker  roads 
can  live  and  do  business  and,  if  necessary,  can  enlarge  themselv&s. 
Now,  any  road  that  does  not  earn  more  than  3  or  3^  per  cent  upon  its 
investment  account,  treating  that  as  the  value  of  the  property,  it  will, 
sooner  or  later,  have  to  go  out  of  business  ? 

Mr.  Warfield.  As  we  looked  over  the  roads,  Senator,  we  felt  that 
as  far  as  we  know  the  complexion  of  those  various  railroads  in  nearly 
every  case  they  would  be  able  to  finance  themselves  if  they  knew 
that  they  were  going  to  be  assured  of  this  amount.  Now,  you  can 
lift  that  if  you  wish  to ;  the  commission  can  lift  it  if  it  chooses  to. 

Senator  Cummins.  They  can  lift  it  by  raising  the  rates  only? 

Mr.  Warfield.  Yes;  but  a  very  slight  raise  would  lift  that  whole 
structure,  and  yet  the  rich  roads  would  not  get  any  more,  because 
you  have  started  to  take  it  away  from  them.  This  whole  lift  is  only 
5.78  per  cent,  to  obtain  what  you  have  there  in  rates. 

Senator  Cummins.  But  we  can  not  look  at  it  simply  from  the 
standpoint  of  its  effect  upon  the  broad  group.  We  have  got  to  keep 
all  these  railroads  in  business,  because  they  serve  communities  that 
must  be  served,  and  if  they  are  left  to  themselves  they  must  finance 
themselv.es  under  their  own  earnings,  and  you  could  not  finance 
them  under  any  such  rate  of  return  as  you  have  proposed;  and  the 
only  remedy,  therefore,  would  be  to  raise  the  rates  so  that  these 
27  roads  out  of  the  63  could  earn  enough  to  finance  themselves,  and 
that,  of  course,  would  increase  immensely  the  payments  that  these 
more  fortunate  roads — those  earning  over  6  per  cent — would  have 
to  make  to  the  Government;  and  you  would  accumulate  very  soon 
a  fund  so  immense  that  unless  the  Government  took  it  to  carry  on  its 
general  operations  it  would  have  nothing  to  do  with  it. 

Mr.  Warfield.  I  think.  Senator,  that  basis  that  you  see  on  that 
sheet,  if  those  roads  could  get  the  amount  of  return  froui  rates 
made  to  yield  on  their  property  investment  accounts  what  is  shown 
there,  I  believe  they  could  live;  and  then,  again,  the  very  fact  that 
you  have  steadied  the  situation  would  be  a  very  great  factor  in  their 
financial  requirements.  Furthermore,  this  corporation  that  Ave  have 
referred  to,  to  be  organized,  would  have  a  very  considerable  effect 
on  the  earnin2:s  of  these  railroads. 


1158      EXTENSIOX   OF   GOVERI^MENT   CONTROL   OF   RAILROADS. 

Senator  Cummins.  I  think  that  might  be  true,  but,  after  all.  your 
plan,  while  I  may  sum  it  uj)  a  little  differently  from  the  statement  of 
the  chairman,  involves  this :  That  the  weak  railroads  shall  have 
rates  which  will  enable  them  to  finance  themselves  or  take  care  of 
themselves,  and  that,  of  course,  the  big  roads  or  strong  roads  must 
enjoy  those  rates  also? 

Mr.  Warfield.  Certainly. 

"Senator  Cummixs.  And  of  the  surplus  over  6  per  cent  two-thirds 
of  it  is  to  be  paid  to  the  Government  for  such  disposition  as  it  may 
3ee  fit.    Now,  that  is  the  substance  of  it,  is  it  not  ? 

Mr.  Warfield.  Senator,  you  have  got  to  view  this  plan,  I  think, 
as  a  whole.  If  you  incorporate  that  company  and  allow  practical 
railroad  representatives  in  conjunction  with  members  of  the  Inter- 
state Commerce  Conmiission  to  take  up  the  management  of  a  corpora- 
tion which  will  have  the  right,  if  you  please,  that  the  Government  has 
to-day,  of  treating  these  railroads  as  a  whole,  I  think  that  you  would 
find  that  Avith  a  plan  which  would  give  a  fixed  percentage  return,  plus 
the  one-third  from  the  operations  of  that  company,  in  rerouting  of 
freight  and  the  taking  care  of  those  roads  more  or  less,  this  would 
work  out,  and  those  roads  would  be  able  to  finance  themselves. 

Senator  Cummin's.  They  might:  but  let  us  take  a  pretty  big  road 
on  this  table  as  an  illustration— one  that  has  often  been  used  here — 
the  Chicago  Great  Western. 

Mr.  W^ARFiELD.  Yes. 

Senator  Cummixs.  According  to  your  plan,  that  road  would  re- 
ceive a  return,  assuming  its  business  was  as  good  in  the  future  as  it 
was  during  the  test  period,  of  2.2-1:  per  cent  upon  its  investment  ac- 
count. Assuming  that  its  investment  account  is  correct,  it  would  be 
impos'^ible  for  the  Chicago  Great  Western  road  to  live  and  prosper 
and  finance  itself  u})on  any  such  return  as  that,  would  it  not? 

The  CiTAiRMAX.  May  I  ask  you  a  question  right  there,  Senator 
Cummins?  It  is  not  now  earning  that.  How  does  it  manage  to  live 
noAv  ? 

Seiir.tcr  Cummixs.  It  manages  to  live  by  passing  through  regularly 
{I  system  of  reorganization. 

INIr.  W^XRFTELD.  It  would  earn  more  under  the  plan  than  it  earns 
now.  Some  $800,000  more  would  be  added  to  its  net  earnings  under 
our  plan. 

Tl;e  CiTAiRivrAX.  The  hour  for  adjournment  has  arrived. 

Senator  CuMjriNS.  I  do  not  care  to  ask  Mr.  Warfield  anv  further 
<jue  ^tions,  because  I  think  I  thoroughly  understand  his  view:  that 
somehow  or  other  thi;igs  would  go  better  for  tliese  companies. 

Mr.  Warfield.  Things  would  go  better,  and  I  have  talked  with 
<]uite  a  number  of  the  gentlemen  connected  with  these  roads,  and  it 
Feems  to  be  pretty  generally  felt  that  if  you  could  get  a  plan  of  this 
kind,  these  roads  would  be  able  to  take  care  of  themselves — that  is 
the  opinion  of  by  far  a  great  majority  of  them.  The  railroads  would 
be,  then,  in  an  entirely  different  position.  When  a  road  gets  thi-; 
amount  of  money  it  is  relieved,  for  instance,  of  the  nuiny  trials  it  is 
np  against  now.  They  are  continually  having  to  prepare  various 
statements  to  make  their  fight  before  the  commission.  They  have 
their  troubles  with  employees.  All  that  would  be  adjusted  by  the 
proper  bodies  that  should  adjust  it — those  that  make  the  rates.    The 
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commission  which  makes  the  rates  should  be  responsible  for  the  outgo 
as  Avell  as  for  the  in^o. 

The  CiTAiR^iAX.  Mr.  Warfielcl,  there  are  some  others  that  have 
been  waiting  here  for  a  while,  and  the  committee  has  alreadj^  de- 
cided to  hear  them.  It  might  be  well  for  you  to  be  here  tomorrow, 
as  one  or  two  members  of  the  connnittee  may  desire  to  question  3'ou 
further. 

Senator  McLean.  I  want  to  ask  Mr.  Warfield  just  one  question. 

The  Chairman.  Very  well.     Suppose  you  ask  it  now. 

Senator  McLean.  Does  3'our  association  represent  bondholders 
only  ? 

Mr.  Warfield.  No  ;  bondholders  and  stockholders. 

Senator  McLean.  Both? 

Mr.  Warfield.  Yes. 

Senator  McLean.  Have  you  canvassed  the  situation  pretty  thor- 
oughly, in  order  to  determine,  for  instance,  how  the  stockholders  of 
the  Taiion  Pacific  would  feel  about  this,  or  the  stockholders  of  the 
Atchison  ? 

Mr.  Warfield.  We  have  on  our  various  committees  here  about  250 
men  from  all  over  the  United  States.  We  have  had  a  meeting  of 
our  Committee  of  Seventy,  and  probably  60  cities  are  represented  on 
that  committee,  and  this  plan  was  adopted  by  that  committee.  Now, 
then,  those  representatives  from  those  various  communities  are  promi- 
nent in  the  financial,  business,  industrial,  and  railroad  life  of  their 
communities,  and  we  feel  that  it  reflects  the  general  sentiment  in 
those  communities. 

Senator  McLean.  Do  you  feel  authorized  to  express  the  view  of 
the  security  holders  of  any  particular  road  that  is  paying,  for  in- 
stance, 7  or  8  per  cent  now  ? 

Mr.  Warfield.  Oh,  no ;  not  at  all. 

Senator  Kellogg.  Are  we  going  to  adjourn  until  tomorrow? 

The  Chairman.  Yes.  The  question  was  whether  Mr.  Warfield 
should  be  called  back  to-morrow  or  not.  We  have  about  decided  not 
to  call  him  back  to-morrow,  but  to  have  him  be  present  in  case  anyone 
desires  to  ask  him  a  question. 

Senator  Kellogg.  I  would  like  to  ask  him  some  questions  at  some 
time. 

Mr.  Warfield.  I  will  be  back  to-morrow. 

Senator  Kellogg.  I  do  not  care  to  go  on  to-morrow,  if  there  is 
some  one  else  who  is  going  on. 

Mr.  Warfield.  I  will  be  at  your  disposal. 

Senator  Kellogg.  Who  is  going  on  the  stand  to-morrow? 

The  Chairman.  To-morrow  there  will  be  Mr.  Freer,  who  repre- 
sents the  Industrial  Traffic  League,  and  there  will  also  be  Mr. 
Amster.  Those  gentlemen,  as  I  am  informed,  will  not  take  up  the 
entire  hour  to-morrow ;  and  there  are  one  or  two  questions  on  this 
plan  that  I  desire  to  ask  Mr.  Warfield  also. 

Senator  Kellogg.  I  think  Mr.  Warfield  had  better  be  here  to- 
morrow. 

The  Chairman.  Yes;  we  will  ask  Mr.  Warfield  to  be  present  to- 
morrow. The  committee  stands  adjourned  until  10  o'clock  to-morrow 
morning. 
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(In  response  to  the  inquiry  of  Senator  Cummins  relative  to  the 
Chicago  Great  Western  and  other  railroads  similarly  affected,  Mr. 
Warfield  later  submitted  the  following:) 

[National    Association    of    Owners    of    Railroad    Securities.     The    Continental    Building, 

Baltimore,  Md.] 

February  14,  1919. 
Hon.  E.  D.  Smith,  Chairman  Committee  on  Interstate  Commerce, 

United  States  Senate. 

Dear  Senator  Smith  :  Acting  on  the  suggestion  made  by  you  to-dfiy,  in  view  of 
the  shortness  of  time  and  the  necessity  of  hearing  others  prior  to  continuing  my 
testimony,  I  beg  to  submit  herewith  the  following  answer  to  the  inquiry  made 
by  Senator  Cummins  yesterday  immediately  before  adjournment,  viz,  how  the 
operations  of  our  plan  would  permit  the  Chicago  Great  Western  and  other  sim- 
ilarly situated  railroads  which  receive  a  low  rate  of  return  on  their  property 
investment  to  obtain  revenues  sufficient  to  enable  them  to  render  adequate 
service : 

In  the  first  place,  figuring  on  the  6  per  cent  return  basis  on  the  property  invest- 
ment as  a  whole,  every  road  in  the  country  receives  more  money.  It  would 
therefore  be  better  off  with  the  operation  of  the  plan.  In  the  second  place,  taking 
roads  that  earn  under  the  plan  2  per  cent  on  property  investment,  many  of  these 
roads  under  the  plan  receive  substantially  more  net  return  than  they  received 
before.  Their  customary  dividends  would  be  maintained  with  some  surplus  over 
and  above  the  amounts  necessary  for  these  dividends. 

Those  roads,  under  proper  management,  having  this  fixed  return  established, 
their  credit  is  correspondingly  bettered,  both  because  of  this  and  because  of  the 
fact  that  their  net  earnings  have  in  some  cases  been  nearly  doubled.  For  in- 
stance, the  Chicago  Great  Western  would  receive  under  the  plan  .$3,754,125,  as 
against  $2,976,371,  or  a  net  increase  imder  the  plan  of  $777,756.  Under  the 
three-year  period  it  had  available  for  dividends  after  paying  fixed  charges  an 
average  of  $1,543,000.  Under  the  plan  it  would  have  $2,321,000—50  per  cent 
greater.  This  is  a  typical  illustration  of  the  roads  with  a  low  percentage  of  re- 
turn. We  have  provided  in  the  plan  that  the  return  shall  be  6  per  cent  of  such 
"  greater  amount  as  may  be  necessary  to  yield  a  reasonable  return." 

The  plan  permits  the  individual  railroad  whose  return  \nider  the  general  level 
established  by  the  commission  is  inadequate,  to  apply  for  rates  along  its  lines 
sufficient  to  produce  a  reasonable  return  upon  its  investment.  Congress,  in  in- 
structing the  commission,  as  contemplated  by  the  plan  that  the  railroads  of  the 
country  shall  receive  a  reasonable  and  adequate  return,  the  regulatory  bodies 
will  readjust  the  carriers'  subnormal  local  and  noncompetitive  rates  and  regulate 
burdensome  State  rates  so  that  they  will  be  adjusted  to  a  proper  relation  to  the 
interstate  rates.  In  short,  the  carriers'  rights  as  they  now  exist  in  this  respect 
will  become  realized  through  definite  instructions  of  policy  to  the  Interstate 
Commerce  Commission.  Cooperation  between  the  State  commissions  and  the 
regional  commissions  in  territory  where  a  railroad  operates  will  bring  about  a 
higher  level  of  earnings. 

Under  the  operation  of  the  plan  the  divisions  of  joint  through  rates  between 
the  railroads  can  undoubtedly  he  adjusted  to  produce  greater  revenue  to  the 
weaker  lines  tlian  they  now  i*eceive  from  that  source,  since  the  strong  roads 
have  used  their  power  to  compel  the  weaker  I'oads  to  accept  an  inadequate 
division  of  the  rates.  The  plan  contemplates  giving  the  power  of  adjustment 
wlien  the  railroad  receiving  an  inadequate  return  lays  its  case  before  the 
commission;  then  if  it  is  not  feasible  to  enable  it  to  earn  an  adequate  return 
by  an  adjustment  of  rates  or  by  an  adjustment  of  the  general  level  in  that 
region  the  commission  will  have  the  po^^•er  under  the  provisions  of  the  plan 
either  directly  or  upon  the  initiative  of  the  corporation  we  suggest  shall  be 
organized  to  require  the  diversion  of  tonnage  to  that  railroad  which  will 
directly  increase  its  earnings.  This  tonnage  can  be  diverted  from  railroads 
earning  more  than  a  reasonable  rate  of  return  without  impairing  their  con- 
stitutional rights.  Through  the  operation  of  the  corporations  proposed  to  be 
formed  means  are  supplied  through  the  trustees  of  the  said  corporation  to 
produce  additional  means  for  the  adjustment  of  conditions  which  in  their 
opinion  may  be  favorable  to  the  weaker  roads. 

The  fund  to  be  created  under  the  excess-earnings  reduction  is  proposed  to 
be  deposited   with   this  corporation.     One   of  the  principal   purposes  of   this 
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fund  is  the  purchase  of  equipment,  to  be  used  either  in  emergency  or  perma- 
nently witli  the  railroads.  The  experiences  under  Federal  control  have  con- 
clusively proven  that  a  very  large  sum  could  be  advantageously  used  for  this 
purpose.  Furthermore,  and  as  a  source  of  real  assistance  to  the  weaker  roads, 
loans  could  be  made  from  tliis  fund  to  such  railroads  as  in  the  judgment  of 
the  trustees  are  justified  in  receiving  it.  These  loans  could  be  made  on 
most  reasonable  terms,  without  respect  to  the  n!oney-market  conditions  of  the 
time.  This  would  be  especially  advantageous  with  respect  to  the  smaller  lines, 
which  have  had  difficulty  in  supplying  their  needs.  The  weaker  roads  would 
have  the  advantage  of  using  this  corporation  for  the  purpose  of  supplying  them 
entirely  with  equipment,  if  necessary,  upon  very  reasonable  terms. 

Answering  further  the  inquiry  of  several  of  the  Senators  as  to  whether 
our  association  represents  stockholders,  as  stated  we  represent  between 
$6,000,000,000  and  $8,000,000,000  of  the  $17,000,000,000  outstanding  securities 
of  the  railroads,  which  includes  stocks  and  bonds.  Of  course,  we  have  not 
attempted  to  present  this  plan  to  the  stockholders  of  each  individual  raili'oad ; 
this  would  be  quite  impracticable.  We  have  discussed  the  plan  with  holders 
of  great  amounts  of  stocks  of  railroads  from  wdiich  considerable  excess  earn- 
ings would  be  taken,  and  when  understanding  the  dangers  that  threaten  the 
whole  railroad  structure  they  have  invariably  agreed  to  this  feature  of  the 
plan. 

Therefore,  the  question  of  the  taking  of  earnings  in  excess  of  a  reasonable 
return  to  a  railroad  and  whether  the  railroads  whose  earnings  do  exceed  such 
return  would  favor  this,  is  answered  by  the  fact  that  there  is  no  plan  under 
consideration  that  does  not,  in  effect,  have  this  ultimate  result.  All  of  the 
plans  would  be  much  more  drastic  than  anything  we  propose.  The  question 
for  security-owners  to  decide  is  not  what  they  may  want,  but  where  they  may 
land  in  the  reconstruction  period  in  respect  to  their  properties.  If  the  rail- 
roads are  turned  back  without  remedial  legislation  there  is  no  certainty  as  to 
what  return  they  may  receive  or  whether  they  may  not  be  required  to  change 
their  entire  operating  as  well  as  financial  structure.  They  are  faced  with  Gov- 
ernment ownership  or  with  new  regional  railroad  companies  or  other  revolu- 
tionary procedures. 

What  we  propose  is  to  let  their  operating  and  financial  structure  alone  and 
instruct  the  commission  to  improve  both  and  to  allow  them,  through  adjust- 
ment of  rates,  to  receive  a  reasonable  return  estimated,  as  near  as  may  be,  to  a 
given  amount.  If  they  earn  above  this,  then  such  amount  as  they  do  earn 
shall  be  used  in  the  public  interest  and  in  such  way  as  Congress  shall  decide. 
We  make  sugge-tions  as  to  its  use,  but  this  is  flexible.  So  is  the  question  of  the 
rate  of  return  the  commission  may  find  necessary  to  produce  adequate  service. 
What  we  are  suggesting  gives  some  definiteness  of  intention  at  least,  in  respect 
to  what  you  think  is  a  reasonable  return  to  the  railroads.  If  the  security 
owners  of  the  more  fa.vorably  situated  railroads  are  not  willing  to  help  in  this 
situation  it  would  be  \infortunate.  They  will  likely  fare  worse  in  the  future. 
Nothing  we  propose  will  prevent  Congress  from  later  putting  in  effect  another 
plan  if  they  find  one  that  will  better  meet  the  situation.  In  the  meantime 
they  will  have  helped  the  situation  generally  and  will  have  destroyed  nothing. 

I  assume  it  will  be  agreeable  to  your  committee  for  our  attorneys  to  file  a 
brief  in  respect  to  the  legalities  involved  by  the  other  plans  before  your  com- 
mittee, and  also  bearing  upon  the  right  of  Congress  to  put  in  effect  the  pro- 
visions of  the  plan  of  the  association  free  from  legal  complications,  which 
brief  together  with  this  statement  we  .should  like  to  go  into  the  record  if  there 
is  no  objection.^ 

Very  truly,  yours, 

S.  Davies  Warfield,  President. 

(Wliersupon,  at  12.10  o'clock  p.  m.  the  committee  adjourned  until 
Friday,  February  14,  1919,  at  10  a.  m.) 

1  The  brief  referred  to  appears  on  p.  1277. 
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FRIDAY,  FEBRUARY   14,   1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington^  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
in  room  410,  Senate  Office  Building,  Senator  Ellison  D.  Smith  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Amster, 
you  may  take  the  stand. 

Senator  Kellogg.  Is  Mr.  Warfield  coming  back? 
The  Chairman.  Mr.  Warfield  is  here,  or  is  going  to  be  here.    Mr. 
Amster  will  go  on  first. 

STATEMENT  OF  MR.  NATHAN  L.  AMSTER. 

The  Chairman.  Mr.  Amster,  the  committee  has  decided  that  it  has 
got  to  bring  these  hearings  to  a  close  shortly,  and  you  may  submit 
your  paper  in  the  record,  and  any  explanation  that  you  may  desire  to 
make,  or  anything  that  you  desire  to  say  in  reference  to  it — most  of 
the  members  of  the  committee  have  already  read  it — you  may  say. 
We  will  give  you  about  30  minutes. 

Senator  Robinson.  If  he  requires  that  much. 

Mr.  Amster.  You  said  you  would  give  me  an  hour  yesterday. 

Senator  Robinson.  We  have  not  the  time. 

The  Chairman.  We  find  that  the  pressure  of  business  is  such  that 
we  can  not  do  that. 

Mr.  Amster.  May  I  explain  to  you.  Senator,  that  I  have  given  the 
railroad  situation  five  years  of  study 

The  Chairman  (interposing).  Have  you  given  your  full  name, 
your  address,  and  the  interests  you  represent  to  the  reporter  ? 

Mr.  Amster.  My  name  is  Nathan  L.  Amster,  Boston,  Mass.  I  am 
president  of  the  Investors'  ProtectiA^e  Association  of  America;  I  am 
chairman  of  the  executive  committee  of  the  Rock  Island  Railway  Co. 

I  came  into  the  railroad  situation  because  of  the  fact  that  I  was 
interested  in  the  Rock  Island,  and  Senator  Cummins  and,  I  suppose, 
most  of  you  gentlemen  here  know  what  happened  in  the  Rock  I'^land 
case ;  and  from  that  on  I  have  done  nothing  else ;  I  have  practically 
devoted  my  entire  time  to  the  railroad  question.  I  realized  long  ago 
that  the  trouble  with  the  railroads,  from  which  the  public  and  the 
security  holders  suffered,  was  that  the  security  holders  are  divided 
all  over  creation ;  thev  are  transitory ;  they  have  never  been  able  to 
:*.    !  ■         •  "^  '  1163 
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exert  any  proprietorship  over  their  properties,  and  that  is  the  reason. 
The  raih'oads  are  different  from  any  other  kind  of  industry.  Every 
other  industry  has  its  proprietors  there.  Take,  for  instance,  the 
packing  concerns,  or  the  steel  concerns,  or  the  copper  concerns.  You 
will  alwa^^s  find  the  big  ownership  in  the  management,  taking  care 
of  the  business,  and  naturally  they  are  successful,  while  in  the  rail- 
roads the  real  ownership  is  absent  in  the  management. 
I  would  like  to  read  this  statement : 

A  comprehensive  study  of  railroad  history  in  the  United  States  from  the  time 
the  mileage  became  extensive  enough  to  exert  a  dominating  influence  upon  our 
industrial,  social,  and  economic  life,  and  a  careful  scrutiny  of  the  statements 
made  before  your  committee  at  this  hearing,  confirms  the  conclusion  that  90 
per  cent  of  all  the  ills  that  beset  the  railroads  of  this  country  during  the  past 
two  generations— and  they  certainly  were  many  and  varied— primarily  were  due 
to  the  fact  that  the  real  owners  of  the  railroads — the  stockholders — never  have 
been  able  to  exercise  a  proprietary  function  in  the  management  of  their  proper- 
ties or  in  any  important  matters  affecting  their  interests. 

Senator  Cummins.  Mr.  Amster,  the  Chairman  has  just  said  that  we 
could  not  give  you  more  than  30  minutes.  I  have  read  your  paper, 
and  there  is  a  good  deal  of  it  that  is  historical — and  very  interesting — 
but  I  believe  the  committee  would  rather  have  you  come  down  to  the 
remedies  you  suggest  for  these  things. 

Mr.  Amster.  You  prefer  that  I  read  the  plan? 

Senator  Kellogg.  I  have  read  it. 

Senator  Robinson.  We  have  all  read  the  paper. 

Senator  Kellogg.  I  would  prefer,  if  the  witness  will  do  it,  to  have 
him  explain  in  a  general  way  his  plan. 

The  Chairman.  That  is  what  I  suggested  to  him. 

Senator  Kellogg.  At  the  same  time,  I  do  not  wish  to  dictate  his 
course  in  that  regard. 

The  Chairman.  Just  explain  any  points  in  j^our  paper  that  you 
think  need  elucidation. 

Mr.  Amster.  All  right,  then,  I  will  start  with  that  instead  of  the 
plan.    You  say  you  have  the  plan  and  have  read  it  ? 

The  Chairman.  Yes. 

Senator  Kellogg.  Yes. 

Mr.  Amster.  Everybody  else  has  been  allowed  to  read  their  papers 
here  before  you,  have  they  not? 

The  Chairman.  Oh,  no. 

Mr.  Amster.  I  heard  Mr.  Warfield  read  his  twice. 

Senator  Eobinson.  The  committee  is  the  judge  of  its  procedure, 
and  you  certainly  would  not  care  to  read  a  paper  that  we  did  not 
wish  you  to  read. 

Mr.  Amster.  Oh.  no.    May  I  start  with  the  explanation? 

The  Chairman.  Yes. 

Mr.  Amster.  Well,  I  think  this  will  not  take  more  than  30  minutes. 

In  amplification  of  section  5  of  the  plan  outlined  it  should  be 
understood  that  the  valuation  of  the  railroads  is  not  to  be  made  for 
the  purpose  of  selling  them  to  the  Government  or  to  anyone  else,  but 
solely  for  the  purpose  of  arriving  at  an  equitable  basis  upon  which 
the  railroads-can  be  amalgamated  into  one  largo  unit  in  the  interest 
of  economic  operation  and  upon  which  the  Interstate  Commerce  Com- 
mission may  be  able  to  compute  equitable  transportation  rates.  For 
this  purpose  the  act  should  provide  that  the  valuation  adjustment 
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commission  shall  use  as  a  basis  {a)  the  original  cost  of  the  property 
as  nearly  as  it  can  be  determined  and  (5)  the  reproductive  value  at 
the  time  of  acquirement.  The  average  of  these  two  values  shall  be 
taken  as  the  fair  value  of  the  physical  properties ;  from  this  shall  be 
deducted  the  amount  of  funded  and  unfunded  debts  of  the  com- 
panies, and  the  remaining  balance  shall  be  accepted  as  evidencing  the 
fair  value  of  the  stock. 

My  suggestion  is  that  we  deal  with  the  stock  only  and  not  with 
the  bonds ;  to  leave  the  bonds  where  they  are,  because  they  are  already 
distributed  in  different  hands,  and  they  carry  a  very  low  interest,  on 
the  average. 

It  is  realized  that  the  original  cost,  or  reproductive  value,  of  a 
railroad  may  not,  in  all  cases,  prove  to  be  a  true  barometer  of  its  in- 
vestment value,  as  there  may  be  instances  where  the  original  cost  and 
reproductive  value  of  a  railroad  may  not  equal  the  underlying  obli- 
gations, or  where  the  earnings  are  insufficient  to  pay  even  fixed 
charges.  In  such  cases  it  would  be  unfair  to  expect  the  Federal  cor- 
poration to  exchange  its  stock  for  the  stock  of  a  company  that  can 
not  earn  interest  charges  on  its  outstanding  obligations.  Even  though 
the  original  cost  and  reproductive  value  of  the  property  should  far 
exceed  the  debts  and  capital  stock,  this  would  be  tantamount  to  call- 
ing upon  the  Federal  corporation  to  make  good  stockholders'  poor 
original  investments. 

Again,  there  might  be  instances  where  a  railroad  was  properly  and 
honestly  built,  having  a  low  funded  debt  and  extraordinary  earning 
power.  It  would  be  equally  unjust  to  place  a  valuation  on  such  a 
company's  stock  merely  on  the  basis  of  the  property's  original  cost 
and  reproductive  value. 

Therefore,  to  avoid  and  to  circumvent  such  inequalities,  I  propose 
that,  as  a  corrective,  the  average  net  earnings  of  railroads,  covering 
a  period  of  10  years,  should  also  be  taken  into  consideration  by  the 
valuation  commission  in  determining  the  fair  value  of  the  stocks  of 
the  railroads  to  be  acquired. 

For  example,  take  a  railroad  that  cost  originally  $100,000,000,  and 
has  outstanding  $70,000,000  5  per  cent  bonds  and  $30,000,000  stock, 
and  the  average  net  income  of  the  property  is  $4,000,000  per  annum. 
Now,  suppose  that  this  company,  because  of  dishonesty  or  incompe- 
tency on  the  part  of  the  original  promoters  or  management,  w^asted 
$20,000,000  in  the  construction  of  the  road,  and  the  $100,000,000  origi- 
nal cost  is  found  to  have  a  reproductive  value  of  $80,000,000.  My 
theory  is  that  by  taking  the  original  cost,  the  reproductive  value  and 
the  income,  the  commission  would  have  a  very  effective  equalizing 
medium  through  which  it  could  arrive  at  the  approximate  fair 
value  of  the  stock,  as  follows:  Original  cost  $100,000,000,  repro- 
ductive value  $80,000,000,  total  $180,000,000.  Divide  this  by  two 
and  you  will  have  a  property  value  of  $90,000,000.  Deduct  there- 
from the  $70,000,000  debts  and  there  will  be  left  a  $20,000,000  equity 
for  the  $30,000,000  stock.  Take  the  average  of  10  years'  net  in- 
come— $4,000,000  per  annum — and  deduct  $3,500,000 — 5  per  cent  in- 
terest on  $70,000,000  underlying  debts — and  there  w^ould  be  left 
$500,000  as  the  annual  earning  power  of  the  outstanding  stock. 
Capitalizing  that  earning  power  on  a  5  per  cent  basis  would  give 
the  $30,000,000  stock  a  corrective  value  of  $10,000,000.     Add  this  to 
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the  $20,000,000  placed  upon  it  througli  the  cost  and  reproductive 
vahiation  and  divide  it  by  two  and  yon  will  have  a  value  of  $15,- 
000,000  on  the  $30,000,000  stock,  which  in  my  opinion  would  be  a 
very  fair  basis  of  valuation  for  the  purpose  of  its  acquisition  by  the 
Federal  corporation ;  and  when  I  say  ''  Federal  corporation,"  I  mean 
a  national  railroad  system. 

In  all  cases  where  the  valuation  adjustment  commission  may  find 
the  physical  value  of  a  property  to  be  less  than  the  face  value  of  its 
outstanding  obligations,  and  where  by  applying  the  10  years'  aver- 
age earning  poAver  as  a  corrective,  it  should  be  found  that  the  stock. 
of  the  pro])erty  has  had  no  earning  capacity,  the  act  should  pro- 
vide that  in  such  case  the  valuation  adjustment  commission  shall  re- 
fuse to  recommend  the  absorption  of  the  stock  in  the  interests  of 
the  Federal  railway  corporation,  but  may  recommend  that  the  board 
of  governors  enter  into  negotiations  with  the  holders  of  the  bonds 
and  underlying  securities  of  the  property,  for  the  acquisition  of  the- 
bonds  instead  of  the  stock- -because  the  bonds  would  have  some 
value — provided  the  underlying  bonds  could  be  bought  on  the  basis 
of  value  placed  upon  the  property  by  the  commission  through  the 
methods  above  described — the  rate  of  such  exchange  to  be  one  share 
of  Federal  railway  corporation  stock  for  every  $100  actual  value 
of  property  represented  by  bonds  or  other  underlying  securities. 

The  new  valuation  adjustment  conunission  shall,  for  all  purposes 
of  valuation,  use  the  Interstate  Commerce  Commission's  figures  and 
data  in  addition  to  the  figures  and  conclusions  of  the  existing  Federal 
valuation  commission,  but  should  any  questions  arise  as  to  values 
placed  by  the  existing  conunission  the  ncAv  commission  shall,  after 
carefully  investigating  the  facts,  make  its  OAvn  findings  on  the  points 
in  dispute,  and  its  findings  shall  prevail  even  though  they  may  differ 
materially  from  those  of  the  existing  commission. 

You  will  note  that  my  plan  provides  for  the  absorption  of  the 
roads  by  the  Federal  railway  corporation  through  acquisition  of  their 
stocks,  because  in  my  opinion  it  would  prove  more  simple  and  more 
expedient  and  would  obviate  the  necessity  of  disturbing  the  $10.- 
000,000,000  or  more  underlying  bonds  that  are  well  distributed  with 
the  investors  and  financial  institutions.  However,  if  it  should  be 
found  advisable  and  expedient  to  purchase  the  properties  outright, 
taking  title  subject  to  the  outstanding  debts  of  the  roads,  in  exchange- 
for  the  stock  of  the  Federal  corporation  at  the  appraised  value  the- 
board  of  governors  shall  be  empowered  to  do  so. 

I  know^  that  there  is  a  general  ))ublic  impression  that  railroad  capi- 
talization represents  a  great  deal  of  water.  My  own  impression  i^ 
that  nmch  of  the  water,  if  not  all  of  it.  has  alreadv  been  squeezed' 
out,  either  through  reorganizations  that  compelled  the  scaling  down 
of  securities,  and  through  the  payment  of  cash  assessments  by  stock- 
holders, or  through  property  improvements  and  appreciation  and" 
through  accunmlation  of  undistributed  earnings,  all  of  which  must 
have  infused  real  value  Avherever  originally  there  might  have  been 
water  in  securities.  However,  should  there  be  found  railroads  whose 
securities  still  represent  water,  the  valuation  adjustment  commission, 
by  using  the  methods  suggested,  will  soon  squeeze  it  out,  because 
under  my  plan  nothing  but  real  value  and  real  earning  power  is  to. 
be  capitalized. 
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In  recommending  that  the  raih-oads  be  put  through  this  drastic 
^ahiation  test,  I  do  so  because  m,y  five  years'  study  of  the  raihoad 
situation  has  convinced  me  that  there  is  no  possible'  way  to  settle  the 
rate  and  compensation  question,  about  which  there  has  been  entllcss. 
wrangling  and  clisputes  for  more  than  a  half  century,  without  de- 
termining the  fair  value  of  the  railroad  properties  in  public  use.  I 
feel  that  had  this  valuation  been  made  years  ago  much  of  the  misun- 
derstanding, criticism,  and  hardship  of  the  railroads  Avould  have 
been  avoided,  and  that  both  the  public  and  the  security  holders  would, 
have  been  better  off. 

It  is  fortunate  that  a  very  large  portion  of  the  work  of  valuing 
American  railroads  has  already  been  completed  by  the  Interstate 
Commerce  Commission  under  the  1913  amendment  of  the  act  to  regu- 
late commerce,  and  it  is  my  understanding  that  the  entire  valuation 
Avill  be  comi^leted  in  another  year  or  two. 

In  order,  however,  to  provide  for  contingencies.  I  suggest  that^ 
pending  the  putting  into  effect  of  the  plan  herewith  proposed,  the 
Government  maintain  the  control  of  the  railroads  under  the  present 
control  act. 

In  explanation  of  section  10  of  the  plan,  it  is  to  be  noted  that  the 
compensation  to  stockholders  is  limited  to  6  per  cent  on  the  actual 
investment ;  that  all  earnings  in  excess  of  6  per  cent  are  to  be  used  in 
the  interest  of  labor  and  the  public  in  an  effort  to  lower  costs. 

Senator  Cummins.  Just  a  word  there,  Mr.  Amster.  You  mean  6 
per  cent  upon  the  value  of  the  property  in  excess  of  the  total  debt  ? 

Mr.  Amster.  Well,  in  the  value  of  the  property  the  bonds  will  rep- 
resent a  part  of  that  valuation.  If  there  is  not  any  value  above  the 
bonds,  there  will  not  be  any  stock,  and  if  there  is  any  value  above 
the  bonds,  the  stock  will  receive,  in  exchange  for  it,  stock  that  would 
have  cumulative  dividends  of  5  per  cent,  and  6  per  cent  would  be  the 
limit ;  but  it  must  represent  actual  value,  whether  it  is  bonds  or  stock. 

The  plan,  it  should  be  noted,  does  not  call  for  Government  owner- 
ship, for  Government  financing,  nor  for  Government  guaranties,  but 
for  a  continuation  of  private  ownership  under  a  unified  system  safe- 
guarded by  the  Government  and  scientifically  managed  with  a  view 
to  giving  the  public  the  most  efficient  transportation  system  possible 
and  protecting  the  savings  of  the  millions  of  men  and  women  who 
own  the  securities. 

If  those  who  advocate  the  return  of  the  railroads  for  operation  by 
their  owners  really  are  sincere,  here  is  their  opportunity  to  help  bring 
that  about  under  a  broad  and  comprehensive  policy  such  as  will 
forever  settle  railroad  disputes  and  end  railroad  mismanagement  and 
exploitation. 

Xow,  as  to  my  proposed  trust  and  finance  company  as  an  adjunct 
to  the  Federal  railway  corporation,  I  feel  that  this  is  as  necessary 
for  the  public  good  as  is  the  consolidation  of  the  roads. 

It  is  well  known  that  for  years  the  railroads  have  been  at  the  mercy 
of  Wall  Street  financial  interests  for  their  financing,  and  as  railroads 
are  unlike  other  industries  in  that  they  constantly  require  money  for 
extensions  and  improvements  or  for  refunding  purposes,  they  are 
obliged  to  appeal  frequently  to  the  financial  interests.  This  has 
proved  disastrous  to  many  of  our  important  railroad  systems  as  has 
been  proved  repeatedly  by  the  Interstate  Commerce  Commission  and 
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tlie  Piijo  Money  Committee.  In  many  instances  large  and  important 
railroads  have  been  forced  into  receivership  because  one  of  these 
financial  institutions  refused  to  renew  a  loan,  as  in  the  case  of  the 
Rock  Island  in  1914,  notwithstanding  the  fact  that  the  loan  was 
amply  and  well  secured. 

The  Rock  Island  Railroad  in  1908  was  able  to  get  $6,000,000  on 
$8,000,000  of  security,  represented  by  Louisiana  and  Arkansas  bonds 
that  never  earned  their  interest.  The  Rock  Island  Railway  Co.  was 
able  to  get  $7,500,000  on  its  own  note  when  the  directors  wanted  the 
money  to  clear  up  the  Frisco  deal;  but  in  1914,  when  the  directors 
wanted  to  reorganize  the  road  the  Central  Trust  Co.  had  a  note  of 
the  Rock  Island  for  $2,500,000,  secured  by  $6,000,000,  or  a  little  over 
that,  of  which  over  $4,000,000  were  the  refunding  mortgage  bonds — 
the  best  bonds  we  have,  next  to  the  general  mortgage — and  they 
would  not  renew  it,  and  naturally  nobody  would  take  it,  because  the 
very  financial  interests  which  had  our  notes  before  would  not  take  it, 
and  they  were  at  the  head  of  the  company;  and  in  the  Interstate 
Commerce  Commission  Mr.  Mudge,  the  president  of  the  company, 
said — and  you  will  find  it  in  that  investigation — that  the  company 
had  to  go  into  a  receivership  because  they  could  not  get  a  $2,500,000 
loan  renewed ;  the  company  had  loads  of  good  bonds  in  its  treasury, 
but  could  not  get  the  loan  and  had  to  go  into  a  receivership ;  and  you 
will  find  one  road  after  another  that  has  gone  through  the  same 
experience. 

That  is  the  reason  why  I  feel  you  ought  to  have  a  finance  com- 
pany in  conjunction  with  this  railway  company ;  not  alone  to  cut  out 
the  commission — I  am  not  small  about  it;  I  think  the  bankers  are 
entitled  to  a  commission — but  I  object  to  making  the  railroads  of  the 
country  subservient  to  or  dependent  upon  them,  like  a  child,  to  eat 
from  the  hand  of  its  nurse,  and  that  if  they  do  not  let  you  have  the 
money  you  can  not  get  it  anywhere,  and  you  are  bankrupt ;  and  we 
ought  to  get  out  of  that  situation. 

I  will  not  burden  you  with  the  details  in  connection  with  other 
companies  because  the  reports  of  the  Intestate  Commerce  Commis- 
sion and  the  Pujo  Money  Committee  teem  with  evidences  of  this  par- 
ticular phase  of  railroad  financing;  but  I  must  impress  upon  you 
that  no  railroad  policy  that  Congress  may  formulate  can  prove  suc- 
cessful without  providing  new  channels  through  which  railroads 
may  be  financed. 

I  have  already  pointed  out  that  there  has  been  no  competition  in 
railroad  rates  and  that  in  the  interests  of  the  public  there  should  be 
none.  I  have  pointed  out  how  individual  initiative  in  railroad 
operation  can  be  augmented  through  a  unified  system  of  operation 
and  the  consolidation  of  the  railroads  under  a  single  head.  I  did  not 
touch  upon  competition  in  service.  On  this  point  I  wish  to  state  that 
while  under  a  segregated  form  of  railroad  operation  there  would  be 
more  competition  than  if  the  roads  are  operated  under  a  single  cor- 
poration, still  no  one  seriously  interested  in  furnishing  transporta- 
tion to  the  public  at  the  lowest  possible  cost  could  recommend  a 
condition  under  which  there  might  be  an  unnecessary  amount  of  com- 
petition in  service,  for  that  would  mean  waste  in  operation  and  would 
lead  to  wasteful  strategic  construction  in  the  interests  of  tlio  few 
users  of  luxurious  trains  at  the  expense  of  tlie  man}'  who  would  have 
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to  make  good  the  losses  resulting  from  the  operation  of  such  trains 
by  paying  higher  freight  rates  on  their  commodities.  The  luxury  of 
this  competitive  service  is  only  good  for  a  few  rich  people  who  want 
to  take  a  very  fast  train  or  who  want  a  stenographer  and  things  of 
that  kind  on  it.  You  could  have  it  in  a  unified  system  as  well,  but  it 
is  not  in  the  interest  of  the  public. 

In  conclusion,  I  urge  upon  you  not  to  be  affected  by  the  arguments 
presented  here  on  behalf  of  any  single  interest,  but  to  consider  the 
question  before  you  in  the  light  of  what  is  fair  and  beneficient  to  all 
interests  alike.  You  must  look  upon  the  railroads  as  an  element 
indispensable  to  the  very  existence  of  our  commerical  and  social  life 
and  try  to  devise  ways  and  means  by  which  that  element  may  be 
made  to  serve  the  greatest  number  in  the  most  useful  way  possible. 

I  urge  you  also  to  take  due  recognition  of  the  fact  that  the  rail- 
roads are  no  longer  owned  by  the  Goulds,  Vanderbilts,  Morgans,  or 
other  wealth}^  families,  but  are  owned  by  millions  of  poor,  dependent 
men  and  women  who  were  induced  to  invest  their  hard-earned  sav- 
ings in  railroad  securities.  These  millions  of  innocent  security 
holders,  scattered  all  over  the  country,  have  never  been  able  to  par- 
ticipate in  the  management  of  their  properties  in  the  past  and  they 
never  w411  be  able  to  do  so.  These  people  must  have  your  guidance 
and  your  protection  in  conserving  their  savings  and  maintaining  the 
integrity  of  their  properties. 

These  security  holders  ask  for  nothing  to  which  they  are  not  en- 
titled ;  all  they  want  is  the  recognition  of  the  property  rights  of  their 
investment  and  a  legitimate  and  fair  income  on  same. 

I  have  absolute  faith  and  confidence  in  the  fairness  of  the  American 
people  and  in  the  Congress  and  believe  that  when  they  realize  the 
situation  for  what  it  really  is  a  plan  such  as  I  have  here  outlined  in 
the  interests  of  the  public,  labor,  and  security  holders  will  be  adopted 
and  put  into  effect,  so  as  to  end  forever  the  perplexing  railroad 
problems  that  have  harassed  the  country  for  more  than  half  a 
century. 

Now,  gentlemen,  I  am  at  your  service  to  answer  any  questions  and 
will  be  delighted  to  tell  you  what  I  have  learned  in  this  work  of  mine 
for  the  past  five  years,  which  I  consider  unique.  I  consider  that  the 
saving  of  the  Rock  Island  Railway  was  unique,  because  the  bankers 
said  it  was  only  a  couple  of  streaks  of  rust  and  that  it  was  going  to 
the  dogs.  They  said  it  was  not  possible  to  save  it,  but  it  was  possible, 
and  we  saved  it. 

Senator  Kellogg.  How  many  stockholders  are  represented  by  the 
Investors'  Protective  Association  of  America? 

Mr.  Amster.  I  could  claim  that  I  represent  50,000  or  60,000  stock- 
holders, because  I  am  chairman  of  the  protective  committee  of  the 
New  Haven  and  of  the  protective  conmiittee  of  the  Rock  Island 
stockholders,  and  this  is  an  adjunct  of  the  two  railway  companies,  but 
it  is  not  a  matter  of  any  one  special  interest. 

Senator  Cummins.  Have  you  attempted  to  apply  your  plan  of 
valuation  to  the  Rock  Island  "road?  Can  you  tell  us  what  value  your 
plan  would  give  to  the  Rock  Island  road? 

Mr.  Amster.  No,  Senator ;  I  have  not,  but  I  have  thought  this  thing 
over  many  days  and  many  weeks  to  arrive  at  some  practical  method 
of  fixing  an  adequate  and  equitable  value,  and  it  would  not  make  to 
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me  any  difference  whether  I  would  get  $20  or  $10  or  $50  for  my 
stock,  because  whatever  I  obtained  would  be  a  fair  valuation. 

Senator  Cummiks.  I  am  not  asking  the  question  to  discredit  your 
testimony. 

Mr.  Amster.  No  ;  I  have  not  applied  it  to  the  Eock  Island. 

Senator  Cummiks.  I  am  asking  wdiether  you  have  tried  to  reach  a 
value  of  the  Rock  Island  road  by  this  plan. 

Mr.  Amster.  I  have  not. 

Senator  Cummins.  Now,  just  one  further  question.  It  is  perhaps 
a  repetition  of  one  I  asked  you  before.  Your  plan  contemplates  a 
maximum  return  of  6  per  cent  upon  the  entire  value  of  all  the 
property  ? 

Mr.  Amster.  No.  You  know  there  are  more  than  ten  or  twelve 
billion  dollars  of  bonds  outstanding,  and  there  are  probably  six  or 
eight  billions  of  stock  outstanding.  I  say  that  you  should  leave  the 
bonds  outstanding  where  they  are  now.  Take  the  Rock  Island. 
I  think  about  80  per  cent  of  our  bonds  onlv  carry  4  per  cent,  and  they 
are  well  placed.  You  could  not  place  them  again,  if  you  disturbed 
them,  for  less  than  5  or  6  per  cent,  so  I  say  leave  them  on  the  4  per 
cent  basis.  Now,  that  will  make  the  equitv  of  the  stock  larger;  so, 
if  you  pay  6  per  cent  on  the  stock,  it  probably  would  not  be  5  per 
cent  of  the  value. 

Senator  Cummins.  I  understand  that,  but  these  bonds  amounting: 
to  eleven  or  twelve  billion  dollars  will  mature  at  some  time. 

Mr.  Amster.  Yes;  and  they  will  be  paid  off  at  maturity. 

Senator  Cummins.  When  they  are  paid  off  do  you  contemplate  in 
your  plan  a  return  of  6  per  cent  upon  the  entire  value  of  the  property  ? 

Mr.  xV:mster.  No,  sir.  I  contoniplate  in  my  plan  that  you  will  re- 
place those  bonds  that  are  maturing,  even  on  a  better  basis  than 
they  are  now — and  they  do  not  carry  nuuh  over  4^  per  cent. 

Senator  Cummins.  So  your  ]>lan  contemplates  payiuij  the  rate  of 
return  which  is  now  provided  for  in  the  bonded  debt  oi  the  road? 

Mr.  Amster.  Yes,  sir. 

Senator  Cummins.  And  a  maximum  return  of  0  per  cent  upon 
the  equity 

Mr.  Amster  (interposing).  Yes;  over  the  bonds. 

Senator  Cum^fins.  Or  the  difference  between  the  bonded  debt  and 
the  real  value  of  the  property? 

Mr.  Amster.  Yes.  You  will  be  able  to  replace  the  bonds,  as  they 
come  along,  much  cheaper  than  we  have  been  able  to  place  them, 
because  it  will  be  one  big  company  and  it  will  be  more  stable  and 
secure;  and  you  will  save  a  lot  of  money  in  that  way,  of  course,  the 
public  will  get  the  difference.  I  provide  that  40  per  cent  in  excess 
of  6  per  cent  be  distributed  amongst  the  employees:  and  that  30  per 
cent  in  excess  of  6  per  cent  be  nut  into  a  "  merit  fund  "  to  encourage 
efficiency ;  and  I  provide  that  tne  balance  shall  go  into  the  property, 
but  shall  not  be  capitalized. 

Senator  Cum^nfins.  That  is  all. 

The  Chairman.  We  are  much  obliged  to  you,  Mr.  Amster. 

Mr.  Amster.  Thank  you  very  much. 

Senator  Cum.mins.  This  paper  that  Mi\  Amster  has  prepared 
goes  in  ? 

The  CiiAimrAN,  Ye.*;. 
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( The  prepared  statement  above  referred  to  appears  in  full  below, 
as  follows:) 

Stateiiext  and  Plan  of  Nathan  T>.  Amstft,,  Piiesident  of  the  Investoh-s' 
PROTECTIVE  Association  of  America.  GT  Milk  Street,  Boston,  INIass.,  Who 
Ai':'Eai:i:d  in  Behalf  of  Owners  of  Stockholders  of  the  Railroads. 

A  comprehensive  study  of  railroad  history  in  the  United  States  from  the  time 
the  mileage  became  extensive  enough  to  exert  a  dominatinc;  influence  upon  our 
industrial,  social,  and  economic  life,  and  a  careful  scrutiny  of  the  statements 
made  before  your  conmiittee  at  this  hearing,  confirms  the  conclusion  that  nO 
per  cent  of  all  the  ills  that  beset  the  railroads  of  this  country  during  the  past 
two  generations — and  they  certainly  were  many  and  varied — primarily  were 
due  to  the  fact  that  the  real  owners  of  the  railroads — the  stockholders — never 
have  been  able  to  exercise  a  proprietary  function  in  the  management  of  their 
properties  or  in  any  important  matters  affecting  their  intei'ests. 

Such  a  conclusion  first  forced  itself  upon  my  persotial  attention  about  five 
>cr!r:^-  a"o,  v.-hen  I  became  interested  in  an  effort  to  protect  the  equity  in 
.Sin  000,000  Hock  Island  Co.  collateral  bonds  that  were  held  by  upward  of 
8.000  investors  scattered  all  over  the  United  States,  which  investment  was 
threatened  with  complete  annihilation  and  was  saved  only  through  the  imtiring 
efforts  of  a  bondholders'  committee  of  which  I  was  chairman.  The  history  of 
that  uphill  struggle  of  the  bondholders'  committee  against  the  powerful 
financial  interests  then  controlling  the  situation,  and  our  final  success  in  de- 
feating their  proposed  jilan  to  foreclose  and  sell  the  Rock  Island  property,  is  a 
matter  of  court  and  public  record  and  need  not  be  gone  into  in  detail  at  this, 
time.  I  cite  the  instance  because  it  exemplifies  the  usual  methods  employed  by 
the  financial  interests  in  wrecking  railroads  and  because  it  was  the  beginning 
of  my  personal  study  of  railroad  affairs  which  revealed  to  me  the  helpless 
position  of  railroad  stockholders,  the  reality  of  which  has  been  made  more 
vivid  at  this  hearing,  where  every  interest — shipper,  laborer,  banker,  railroad 
executive,  and  State  and  national  agency — has  pressed  its  rights  and  made  able 
presentation  of  its  claims,  while  the  stockholders — the  real  owners  of  the 
•SIS.OOO.OOO.OOO  railroad  properties  whose  rights  and  equities  are  the  main  sub- 
.lect  of  this  investigation — have  been  conspicuously  supine,  as  in  all  previous 
matters  of  like  nature.  The  reason  is  obvious  enough,  and,  in  my  opinion, 
accounts  largel.v  for  the  deplorable  situation  of  our  railroads.  Railroad  shares 
are  held,  in  small  blocks,  by  a  million  or  more  men  and  women  scattered  all 
over  the  country.  IVIost  of  these  holders  are  old,  retired  business  men,  pro- 
fessional men,  or  widows  and  orphans,  who  have  invested  a  large  portion  of 
their  savings  or  inheritance  in  railroad  stocks  because  the.v  were  not  equipped 
to  enter  the  field  of  competitive  business  to  earn  a  living  and  because  they  were 
led  to  believe  that  raili'oad  stocks  offered  them  a  dependable  income. 

why  roads   have  been  in   dispute. 

I'ntil  the  Investors'  Protective  Association  of  America,  which  I  represent,  was 
formed,  two  years  ago,  these  stockholders  had  no  organization  through  which 
they  could  collectively  voice  their  wishes  or  assert  their  rights  in  the  manage- 
ment of  or  in  other  matters  affecting  the  interests  of  their  properties — as  in  the 
hearing  now  in  progress.  It  has  long  been  demonstrated  that  railroad  directors 
bother  little  about  stockholders'  interests  and  that  railroad  executives,  holding 
their  high-salaried  positions,  not  as  appointees  of  the  stockholder  but  under 
appointment  from  the  directors  and  hnanciers,  have  never  been  able  to  truly 
serve  the  interests  of  their  companies  or  the  stockholders.  So  the  poor  stock- 
holder, although  paying  the  bills,  has  never  had  any  representation  or  friend 
in  the  management  of  his  ov/n  company,  which  largely  accounts  for  the  miser- 
able condition  and  disi-epute  of  our  railroads.  There  is  little  chance  for  any 
change  in  these  conditions  so  long  as  the  wicked  perversion  of  the  antiquated 
proxy  system  maintains  in  this  country,  by  which  system  the  financial  Interests 
can  always  elect  their  ov."n  directors  and  exefutives  and  virtually  retain  a 
perpetual  control  of  every  important  railroad  in  America. 

<'(imiTU'ntiug  u]'on  this  phase,  the  Interstate  Commerce  Commission,  in  a 
report  dated  April  27,  193.3,  says: 

"  It  is  ((innncn  knowledge  that  the  directors  of  the.se  great  corporations  (rail- 
ronflsl    are.  in  fact.  s<>lcct('d  by  banking  and  other  interests — -in  too  many  in- 
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stances  actuated  by  motives  essentially  adverse  to  the  interests  of  the  stock- 
holders. 

"  We  do  not  overlook  the  fact  that  under  our  present  form  of  corporate  man- 
agement the  great  majority  of  the  stockholders  In  the  New  Haven  enterprise 
were  even  more  victims  of  the  mismanaging  directors  than  were  the  patrons 
of  the  road." 

This  corroborates  my  own  opinion  and  exposes  the  very  plague  spot  in  our 
system  of  railroad  management.  The  propaganda  tliat  has  been  launched  by 
interests  close  to  Wall  Street  to  influence  the  Government  to  return  the  rail- 
roads to  so-called  ownership  management  is  nothing  but  a  snare  and  a  decep- 
tion. The  American  railroads  have  never  been  managed  by  their  owners.  Had 
they  been,  we  would  not  have  had  the  gross  incompetency  nor  the  wholesale 
looting  which  the  Interstate  Connnerce  Couuuission  brought  to  light  in  its 
investigation  of  the  New  Haven,  Pere  Marquette,  Rock  Island,  C,  H.  &  D.,  St. 
Louis  &  San  Francisco,  and  other  railroads. 

A  glance  at  the  Pennsylvania  Railway  stockholders'  list,  with  its  upward  of 
106,000  stockholders,  and  at  the  New  Haven  list,  with  its  30,000  stockholders — 
mostly  women,  who  own  2  to  10  shares  each — not  only  will  reveal  the  main 
reason  for  the  pitiful  condition  of  the  railroads,  but  will  show  why  it  is  im- 
possible for  stockholders  to  manage  or  look  after  their  own  properties.  Such 
examination  also  will  reveal  why,  at  annual  meetings,  instead  of  stockholders 
exercising  their  inherent  rights  to  preside  over  and  conduct  their  own  meetings, 
a  clerk,  armed  with  a  bunch  of  proxies  secured  for  him  by  the  financial  interests 
from  brokers,  does  it  as  if  he  owned  the  company,  and  the  few  stockholders 
who  attend  are  entirely  ignored  in  the  election  of  directors  and  in  voting  on 
resolutions  to  ratify  and  confirm  the  past  acts  and  deeds  of  the  financial  di- 
rectors, no  matter  how  damning  or  reprehensible  those  acts  may  liave  been. 

These  are  the  conditions  that  are  responsible  for  jilacing  the  management 
and  financing  of  the  $lS.tX10.000.000  American  railroads  in  the  absolute  power  of 
the  financial  barons,  who,  it  is  to  be  regretted,  have  never  hesitated  to  exploit 
the  companies  whenever  the  opportunity  afforded  itself.  These  are  not  mere 
statements  of  personal  opinion,  they  are  authentic  facts  of  public  recoi'd.  It  is 
my  firm  conviction  that  any  elToi't  to  solve  the  country's  railroad  lU'oblem  must 
fail  unless  full  cognizance  is  taken  of  those  facts.  Can  thei'e  be  any  safety 
in  a  condition  that  places  the  fate  of  the  public,  the  railroad  employees,  and 
the  security  holders  of  our  entire  transportation  system  in  the  hands  of  men 
who  the  Interstate  Conunerce  Connnission  has  proved  conclusively  have  re- 
peatedly looted  and  wrecked  the  best  of  our  railroads  and  pauperized  the 
security  holders? 

CONGRESS  JIUST  REALIZE  REAL  EVILS. 

I  repeat,  if  Congress  is  to  solve  the  railroad  problem  and  is  to  succeed  in 
defining  and  constructing  a  satisfactory  and  endming  railroad  policy  for  the 
future,  it  must  study  and  must  understand  the  real  evils  and  inadequacies  of 
the  systems  of  the  p-ist  under  which  the  American  people  have  suffered  so  help- 
lessly and  liopelessl.v  for  more  than  half  a  century.  It  nnist  study  the  Inter- 
state Commerce  Commission's  scathing  arraignment  of  the  New  Haven  exploita- 
tion, in  whicli  it  shows  that,  through  (piestionable  transactions  by  the  directors 
and  their  financial  as.sociates.  that  company  was  looted  of  more  than  $100.- 
000.000.  In  one  transaction  (the  Westchester)  the  directors  acquired  for  their 
companv  from  some  unexplained  source  18  miles  of  railroad  at  the  unheard-of 
cost  of  "!?2.000,0(X)  a  mile,  or  $.m 000.000  for  the  IS  miles.  The  income  to  the 
company  from  that  investment  has  been  !?1,250,000  a  year  less  than  nothing. 
I  will  quote  from  the  commission's  report : 

"  The  Westchester  is  a  story  of  tlie  profligate  waste  of  corporate  funds.  The 
road  was  not  necessary  as  a  part  of  the  New  Haven  system.  It  parallels  other 
lines  owned  by  the  New  Haven  and  traverses  territor.v  which  the  New  Haven 
already  served.  *  *  *  The  enormous  sum  of  .$30,434,173  was  expended  for 
a  road  only  18.03  miles  in  length,  which  is  being  operate  at  an  annual  loss  of 
approximately  $1,250,000.  and  which  will  have  to  increase  its  earnings  four  and 
one-half  fold  before  it  can  pay  its  operating  expenses  and  fixed  charges." 

THE  LOOTING   OF   RAILROADS. 

In  another  transaction,  the  same  directors  acquired  for  the  New  Haven 
(from  apparently  friendly  associates)  219.000  shares  of  Boston  &  Maine  stock 
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at  a  cost  of  $150  per  share,  now  selling  at  $30,  representing  another  hjss  to  the 
New  Haven  Co.  of  over  $25,000,000.  These  are  only  two  of  the  many  transac- 
tions which  the  Interstate  Conunerce  Commission  considers  repreheiVsible  and 
concerning  wliich  it  offers  tlie  opinion  that  the  sums  are  recoverable  by  the  com- 
pany from  the  directors.  But  the  present  directors  have  refused  their  consent 
to  the  institution  of  proceedings  by  the  company  to  recover  these  sums  from 
their  powerful  financial  predecessors.  There  are  other  equally  questionable 
but  smaller  deals  through  which  the  directors  and  their  financial  associates 
wasted  the  company's  millions,  with  the  details  of  which  I  will  not  burden  you. 
But  I  must  refer  to  another  item  which  the  Interstate  Commerce  Commission 
comments  upon  in  its  report,  namely,  the  extension  of  an  express  contract  for 
10  years  at  the  time  the  Boston  &  Maine  stock  was  bought,  on  a  basis  which 
the  commission  says  was  equivalent  to  giving  away  $10,000,000  of  the  company's 
money. 

These  are  illustrations  of  the  manner  in  which  railroad  directors  have  dis- 
charged their  fiduciary  duties  to  their  companies  and  their  stockholders,  for 
which  acts  they  were  not  punished.  This  accounts  for  New  Haven  stock,  once 
ranking  high  as  an  investment  and  selling  at  over  $250  per  share,  selling  now 
ai-ound  $30.  a  shrinkage  of  over  $200  per  share  and  a  total  loss  to  the  stock- 
holders of  over  $300,000,000.  It  is  important  to  emphasize  here  that  in  all  these 
profligacies  and  instances  of  reckless  financing,  the  shipping  and  traveling  pub- 
lic did  not  lose  a  cent ;  the  losses  were  borne  principally  by  the  30,000  New 
Haven  stockholders,  many  of  them,  when  their  dividends  were  cut  off,  actually 
becoming  public  charges,  and  by  millions  of  unsuspecting  life  insurance  policy 
holders  who  never  knew  that  their  company  owned  New  Haven  stock.  For  in- 
stance, I  myself  never  for  a  moment  dreamed  that  I  had  any  real  personal  in- 
terest in  the  New  Haven  shares  when  the  slump  came  until  one  day,  in  looking 
over  the  report  of  one  of  the  largest  life  insurance  companies  in  which  I  carried 
a  policy,  I  discovered  that,  as  a  policy  holder,  I,  too,  owned  an  interest  in  over 
30,000  shares  of  New  Haven  stock  which  the  insurance  company  held  in  its 
name.  I  set  to  work  to  find  out  what  that  stock  cost  the  company,  and  after 
considerable  trouble  I  learned,  through  the  insurance  commissioner  of  New 
York  State,  that  the  30,000  shares,  now  selling  at  $30,  had  cost  the  company 
an  average  of  over  $157  per  share,  representing  a  shrinkage  of  nearly 
$4,000,000.  On  further  inquiry,  I  found  that  the  president  of  this  insurance 
company  was,  in  effect,  the  appointee  in  that  capacity  of  financiers  who  were 
in  the  control  of  the  New  Haven  and  who  were  the  leading  spirits  in  the  under- 
writing and  distributing  of  the  New  Haven  secui'ities  at  the  high  prices. 

Another  graphic  illustration  of  the  vicious  system  of  financial  control  of 
American  railroads  is  to  be  found  in  revelations  in  connection  with  the  Pere 
Marquette,  the  C.  H.  &  D.,  and  the  Rock  Island.  I  will  not  take  up  your  time 
with  the  details  of  these  evidences  of  financial  buccaneering.  They  are  matters 
of  public  knowledge  and  are  recorded  in  Interstate  Commerce  Commission  re- 
ports Nos.  G833  and  6834.  But  it  is  relevant  at  this  time  to  touch  upon  certain 
facts  in  connection  with  the  $100,000,000  common  stock,  $70,000,000  preferred 
stock,  and  $75,000,000  collateral  bonds  of  the  Rock  Island  Holding  Co.  of  New 
Jersey.  It  should  be  remembered  that  the  board  of  directors  of  that  company 
was  made  up  of  some  of  our  most  important  and  best  known  bankers  and  finan- 
ciers. On  the  finance  committee  were  such  men  as  the  president  of  one  of  the 
foremost  national  banks  of  New  York  City,  and  other  great  and  widely  known 
financiers.  The  public  was  therefore  justified  in  assuming,  as  I  assumed  when 
I  bought  a  substantial  block  of  these  bonds,  that  the  Rock  Island  Co.  was  ably 
and  honestly  financed.  That  such  was  the  general  assumption  is  evidenced  by 
the  fact  that  not  only  did  thousands  of  poor  men  and  women  from  all  over  the 
United  States  buy  the  securities,  but  small  banks  and  trust  companies  bought 
them  freelv  as  well.  The  common  stock  at  one  time  sold  as  high  as  $80 :  the  pre- 
ferred at  $94f  ;  the  collateral  bonds  at  over  $86.  Then  these  trusting  investors 
woke  up  one  fine  morning  to  find  that  the  gi-eat  financiers  whose  service  on  the 
board  of  directors  inspired  them  with  confidence  to  invest  in  the  securities, 
were  planning  a  reorganization  of  the  company,  and  later  when  these  directors 
could  not  put  through  their  intended  reorganization  because  we  strenuously 
opposed  them,  they  ordered  the  parent  company  to  he  plunged  into  what  the 
Interstfite  Commerce  Commission  termed  an  "unnecessary  receivership,"  in 
consequence  of  which  the  securities  of  both  companies  began  to  tumble  and 
soon  the  common  and  preferred  stocks  of  the  Holding  Co.— once  selling  at  $80 
and  $945  respectivelv— sold  down  to  a  cent  a  share  and  were  not  intrinsically 
worth  that.    I  know'it  will  be  hard  for  you  to  believe  it,  but  it  is,  nevertheless, 
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true  that  the  entire  $170,000,000  common  and  preferred  stock  became  absolutely 
worthless  and  the  stockholders  lost  every  cent  of  their  investment.  The 
$75,000,000  collateral  bonds,  once  sellin.u'  at  $86,  and  to  save  which  the  holders 
were  obliged  to  buy  $30,000,000  new  preferred  stock  in  the  parent  company  at 
par,  have  to-day  a  net  market  value  of  only  $15,000,000.  In  other  words,  the 
equity  of  the  $245,000,000  face  value  Rock  Island  Holding  Co.  securities  which 
once  had  a  market  value  of  over  $200,000,000  are  selling  to-day  at  less  than 
$15,000,000.  The  other  $185,000,000  went  up,  as  it  were,  in  smoke.  Here,  too,  only 
the  helpless  men  and  women  investors  were  the  sufferers,  first  by  reason  of  the 
frightful  shrinkage  of  their  security  values,  and  lastly  by  being  compelled  to 
pay  additional  cash  in  the  way  of  assessments  to  rehabilitate  the  railroad  com- 
pany which  the  directors  and  their  allied  tinanciers  first  exploited,  wrecked, 
and  then  deserted. 

MUST  END  FINANCIAL  DE.IAL'CHERY. 

I  am  citing  these  facts  so  that  you  may  understand  why  our  association  is  so 
unalterably  opposed  to  having  the  raili-oads  returned  to  prewar  conditions,  as 
interests  backed  by  financial  oligarchy  seek  to  have  them  returned.  I  am  firmly 
convinced  if  they  are  returned,  not  only  will  the  entire  transportation  system  of 
the  country  be  paralyzed  but  the  frightful  financial  recklessness  and  debauchery 
of  the  past  is  sure  to  be  reenacted  again  and  again.  To  substantiate  this  view 
I  quote  from  Interstate  Commerce  Conmiission  report  No.  6569.  page  70 : 

"  The  revelations  in  this  record  make  it  essential  for  the  welfare  of  the  Nation 
that  the  reckless  and  profligate  financiering  Avhicli  has  blighted  this  railroad 
system  be  ended,  and  until  this  is  fully  done  there  will  be  no  assurance  that  the 
story  of  the  New  Haven  will  not  be  told  again,  with  the  stockholders  of  some 
other  railroad  system  the  victims." 

Now,  how  are  you  to  end  this  "reckless  and' profligate  financiering";  how 
preclude  a  repetition  of  the  New  Haven.  Rock  Island.  Pere  Marquette,  and  dther 
financial  scandals,  if  you  allow  the  roads  to  be  returned  to  the  same  old  system 
of  control  that  made  those  profligate  financierings  possible?  My  convictiDii  is 
that  you  can  not,  unless  you  legislate  to  put  the  management  and  the  financing 
of  railroads  forever  out  of  reacli  of  the  Wall  Street  banking  interests. 

The  theory  that  it  is  necessary  to  return  the  railroads  to  private  control  to 
assure  competition  and  individual  initiative  is  advanced  by  no  one  but  those 
same  interests  that  have  controlled  the  railroads  in  the  past,  and  are  loath  to 
give  up  the  prerogative  they  have  so  long  enjoyed  of  al>solute  mastery  of 
America's  $18,000,000,000  transjiortation  system.  They  know,  as  does  any  open- 
minded  student  of  railway  history,  that  there  has  been  no  real  competition  or 
individual  initiative  in  management  of  railroads  for  more  than  a  generation. 
There  was  a  form  of  competition  when  the  railroads  were  first  projected  and 
when  the  promoters  cut  lates  to  crush  weak  competitors  and  secure  a  monopoly 
in  certain  localities.  Those  rate  wars,  as  they  were  called,  were  a  detriment 
rather  than  a  benefit  to  the  public.  We  know  that  during  that  period  reduced 
rates  were  made  and  secret  rebates  given  to  favorite  and  strong  industries  that 
were  owned  by  the  railroad  dire'"tors  themselves,  or  by  their  associates,  and  this, 
as  was  later  shown,  had  the  effect  of  building  up  their  own  industries  at  the 
expense  of  the  railroads  and  of  competing  industries  that  were  eventually  forced 
to  succumb  and  quit. 

The  exposure  of  these  glaring  iniquities  made  it  quite  plain  that  competition 
in  transportation  was  neither  practical  nor  desirable,  and  Congress  was  com- 
pelled to  amend  the  act  to  regulate  commerce  in  such  a  way  as  to  give  the 
Interstate  Commerce  Commission  the  power  to  abolish  tliose  vicious  and  illegal 
practices,  and  thus  was  ended  the  so-called  rate  competition. 

Now,  the  financial  interests  are  attempting  to  mislead  the  public  into  a  belief 
that  competition  in  transportation  is  necessary,  and  that  by  returning  the  rail- 
roads to  them  for  management  there  would  ])e  comjietition,  wliicii,  of  course.  Is 
not  true,  as  the  Interstate  Commerce  Commission  will  t(Ml  you. 

INDIVIDUAL   INITIATIVE    IN    THE    PAST. 

Now  as  to  individual  initiative.  This  is  desirable  in  railroad  operation  as  in 
the  conduct  of  other  business.  But  I  challenge  the  advocates  of  private  control 
to  show  me  a  single  instance  where  there  has  been  any  individual  initiative 
in  railroad  management  during  the  past  20  or  more  years.  The  only  indi- 
vidual initiative  we  know  of  was  in  the  Eastern  offices  where  the  directors  of 
railroads  and  their  highly  paid  counsel  labored  night  and  day  to  invent  new 
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methods  of  financinp:,  underwriting,  and  lejializing  the  unloading  of  worthless 
securities  and  railroad  properties  upon  their  own  corporations,  at  prices  that 
wrecked  their  corporations,  impoverished  the  stockholders,  and  made  fabulous 
fortunes  for  the  directors  and  their  financial  allies.  This  is  the  only  kind  of 
individual  initiative  there  has  been  in  railroading  of  the  past  and  the  only- 
kind  we  are  likely  to  have  in  the  future  if  the  roads  are  allowed  to  resume  op- 
erations under  the  old  form  of  management  and  financial  control. 

If  you  want  individual  initiative  in  railroads  of  real  value  to  the  public, 
you  must  have  it  at  the  operating  end,  and  that  you  can  only  hope  to  obtain 
through  lifting  the  railroads  out  of  the  old  system  of  financial  control  and  put- 
ting them  under  the  control  of  one  large  Federal  corporation  headed  by  a 
responsible  board  of  governors  unentangled  with  the  old  grafting  system  of 
railroad  management  and  who  will  owe  no  allegiance  to  the  financial  powers  of 
Wall  Street.  Under  such  management  the  operating  executive  of  railroads 
would  be  directly  responsible  to  the  stockholders  and  to  the  Government  and 
would  be  free  to  carry  out  their  own  individual,  well-thought-out  economies 
without  being  obliged  to  keep  an  eye  on  their  Wall  Street  office  and  without 
having  to  fear  that  they  will  lose  their  positions  should  their  proposed  econo- 
mies happen  to  affect  adversely  the  interests  of  other  roads  in  which  the  di- 
rectors might  have  a  larger  interest,  or  should  they  happen  to  conflict  with 
financial  plans  or  deals  which  the  directors  might  have  in  mind. 

I  repeat  that  if  you  intend  to  inject  real  individual  initiative  into  railroad 
management,  it  must  be  at  the  operating  end,  and  you  can  not  do  it  under  the 
■old  system  of  banker  control. 

Many  interests  have  appeared  before  you  with  suggestions  and  recommenda- 
tions as  how  to  solve  the  railroad  problem.  I  am  sorry  to  say  I  have  not  seen 
a  single  suggestion  or  recommendation  that  to  my  mind  would  solve  the  prob- 
lem or  get  at  the  root  of  the  evil.  Most  of  the  suggestions  seem  to  carry  at 
least  a  subconscious  selfishness.  Take,  for  instance,  those  from  Mr.  Thorne. 
Mr.  Thorne  represents  certain  clients  who.  as  he  claims,  are  shippers  of  live 
stock  and  oil.  He  therefore  seems  to  consider  it  his  solemn  duty  to  object  to 
anything  and  everything  that  tends  to  advance  freight  rates  in  the  slightest 
■degree,  no  matter  how  justifiable  the  advance  may  be,  and  he  thus  loses  all 
vision  as  to  practicability  and  fairness.  All  he  cares  for  is  lower  freight  rates 
for  his  clients,  even  though  the  lowered  rates  might  cripple  general  railroad 
service  or  ultimately  bankrupt  the  roads;  he  does  not  care  whether  such  low 
rates  on  his  client's  products  would  necessitate  imposing  higher  rates  on  the 
products  of  other  shippers  or  whether  it  is  to  the  public  interest  to  starve  the 
railroads  in  order  that  the  earnings  of  his  clients  may  be  still  greater.  No 
such  considerations  seem  to  bother  him,  because  it  is  recalled  that  he  fought  the 

5  per  cent  advance  in  1909  or  1910  when  the  railroads  really  needed  15  per  cent, 
^nd  the  15  per  cent  increase  in  November,  1917,  when  every  honest  thinking  man 
knew  as  I  then  pointed  out.  that  the  railroads  really  needed  40  per  cent  and 
not  15  per  cent  to  offset  their  steady  increased  cost  of  operation.  Now  he 
appears  here  in  opposition  to  any  sort  of  legislation  that  would  tend  to  bring 
the  roads  under  Federal  control,  because  those  he  represents  fear  that  it  would 
mean  the  fixing  of  a  just  and  uniform  rate  for  all  interests  alike  and  that 
they — the  live-stock  shippers,  the  meat  packers  and  oil  producers — would  have 
to  give  up  some  of  their  fat  profits  in  payment  of  an  honest  freight  rate  in 
proportion  to  that  paid  on  other  commodities. 

It  offers  an  interesting  study  in  psychology  to  note  that  the  very  industries 
in  whose  behalf  Mr.  Thorne  has  always  appeared  in  opposition  to  any  kind  of 
aid  to  railroads  are  the  very  industries  whose  product  the  American  rail- 
roads have  always  carried  at  a  loss.  Mr.  Thorne  probably  knows  that  as  well  as 
I  do.    And  he  probably  i-ealizes  also  that  the  400  per  cent  dividend  that  Armour 

6  Co.  has  recently  paid  to  its  stockholders  was  made  possible  only  through 
underpaying  the  railroad  for  carrying  their  freight  and  that  a  large  portion 
■of  it  would  have  gone  to  some  starving  railroad  stockholders  had  Armour  & 
Co.  paid  a  reasonable  freight  rate  on  its  products.  This  is  true  not  only  of 
Armour  &  Co..  but  of  Swift  and  other  meat-packing  concerns  for  whom  the 
railroads  have  been  hauling  freight  at  a  loss  for  more  than  a  generation.  It  is 
uo  less  true  of  the  oil  industries,  which,  by  reason  of  circumstances,  have 
always  been  in  a  position  to  compel  the  railroads  to  carry  their  products  at  a 
<listinct  loss.  Yet  these  are  the  people  who  complain  loudest  at  all  rate  hear- 
ings. Naturally,  these  clients  of  Mr.  Thorne  are  anxious  to  have  the  railroads 
continue  under  the  old  form  of  control.  But  what  nbout  other  industries? 
What   about   the   railroad   stockholders   and   the  public   in   genera'? 
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SOME  FALLACIES  EXPOSED. 

The  Association  of  Railroad  Executives  also  urge  that  the  roads  be  returned 
to  private  management  with  certain  changes,  such  as  the  permitting  of  pooling 
and  coordination  and  common  use  of  terminal  facilities  and  railroad  equip- 
ment, which,  of  course,  would  be  of  great  benefit  if  the  roads  were  consoli- 
dated, but  would  prove  of  little  value  with  the  roads  operating  under  the  two 
hundred  and  odd  separate  corporations.  The  railroad  executives  further  sug- 
gest as  a  cure  of  railroad  ills,  the  suspension  of  the  executive  and  administra- 
tive powers  of  the  Interstate  Commerce  Commission,  which  powers,  they  sug- 
gest, should  be  handed  over  to  a  secretary  of  transportation,  as  though  that 
would  have  the  slightest  effect  in  changing  the  fundamental  conditions  or  in 
curing  any  of  the  real  railroad  trouble  or  in  reaching  the  root  of  the  disease 
that  has  been  eating  at  the  vitals  of  the  railroad  industry  for  upwards  of  half 
a  century.  Furthermore,  how  can  we  improve  the  railroad  situation  by  taking 
away  the  executive  and  administrative  powers  from  a  commission  that  has  had 
years  of  experience  and  has  given  evidence  of  being  the  most  capable  and  most 
effective  governmental  body  known  to  this  country,  and  substituting  an  entirely 
new,  untried,  and  inexperienced  govei-nmental  department?  The  railroad  execu- 
tives, like  the  shipping  interests,  can  only  see  the  situation  from  their  own 
viewpoint.  It  should  be  borne  in  mind  that  railroad  executives  are  not  owners 
of  any  substantial  amount  of  railroad  stock ;  indeed,  I  dare  say  many  of  thera 
own  but  a  single  sliare  in  order  that  they  may  qualify  as  director  or  president 
of  their  companies.  The  railroad  executives — with  all  due  respect  to  them  as 
men— do  not  represent  the  sentiment  or  best  interests  of  the  stockholders  when 
they  urge  the  return  of  the  railroads  to  former  private  control.  Their  posi- 
tions carry  $25,000  to  .$75,000  a  year — and  great  prestige  and  power — and  they 
naturally  are  loathe  to  see  a  change  in  railroad  control  which  might  mean  the 
loss  of  their  positions  and  the  prestige  and  power  that  goes  with  them. 

Mr.  Warfield,  a  high-salaried  chief  executive  officer  of  an  important  railroad, 
who  also  is  head  of  an  association  purporting  to  represent  the  railroad  security 
holders  (but  which,  in  fact,  is  an  association  indorsed  and  supported  by  the 
great  banking  interests  and  by  insurance  company  presidents,  many  of  whom 
were  largely  responsible  for  past  railroad  exploitations  and  tinancial  scandals), 
also  has  urged  the  return  of  the  roads  to  former  private  control.  He  suggests 
certain  changes  resembling  those  suggested  by  the  railroad  executives,  sucli  as 
legalized  pooling  and  conunon  use  of  terminals  and  railroad  equipment,  and 
further  reconmiends  that  a  mininnnn  rate  of  return  on  railroad  investment  be 
fixed  by  Congress  so  that  railroad  scciu'ities  will  l)e  stal)ili7,od  and  credit  estab- 
lished, as  though  railroad  credit  and  confidence  in  tiieir  secmMties  were  entirely 
dependent  upon  earnings  alone.  Moreover,  to  fix  a  minimum  rate  of  return 
on  railroad  investment  is  no  easy  matter.  It  could  not  be  done  without  first 
determining  the  value  of  the  investment  and  what  is  a  fair  return.  These 
questions  have  baffled  the  Interstate  Connnerce  Commission  and  have  occupied 
the  best  thought  of  our  courts  for  the  past  thirty  or  forty  years,  or  ever  since 
the  famous  case  entitled  Ames  v.  Union  Pacific  came  into  the  courts.  As  far  as 
I  know  these  questions  have  never  been  properly  determined  and  never  can 
be  without  a  valuation  of  the  roads. 

But  even  if  It  were  possible  to  determine  them  and  even  if  Congress  saw  fit 
to  enact  a  law  fixing  a  mininnnn  return  on  railroad  investment,  what  assurance 
would  there  be  that  if  the  railroads  go  back  to  the  old  form  of  control  that 
the  directors  would  not  again  exploit  their  corporations  and  waste  their  funds 
as  in  the  past  years  and  then  ask  for  incretised  rates  to  make  up  the  guaran- 
teed mininnnn  net  income  on  the  investment. 

If  there  were  no  oilier  reason  why  the  railroads  should  not  be  returned 
to  so-called  private  management,  of  two  hundred  and  odd  hoards  of  directors, 
these  possibilities  alone  wcnild  seem  sufficient. 

Mr.  Warfield's  association  admits  that,  in  the  interests  of  the  public,  it  would 
be  necessary  to  authorize  the  railroads  to  pool  and  reroute  traffic,  and  coordinate 
and  make  conniion  use  of  terminal  facilities  and  railroad  e<inii)nient.  Hut  in 
common  with  the  Association  of  Railroad  Executives,  Mr.  Warfield  wants  this 
done  under  the  old  form  of  separate  and  distinct  corporate  organization  wliicli 
would,  in  my  opinion,  be  impracticable,  if  not  imiiossible.  as  it  would  create  no 
end  of  dispute  and  no  end  of  friction  among  tlie  two  hundred  and  (Mid  inde- 
pendent railroad  organizations.  All  such  friction  and  .lealousies  would  naturally 
be  avoided  if  the  radroads  were  consolidated  and  operated  under  one  manage- 
ment for  the  benefit  of  all  and  in  the  interests  of  strict  economy. 
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ONLY  SOLUTION  IS  UNIFICATION. 

In  view  of  the  foregoing  and  all  other  evidence  presented  at  this  liearing. 
there  can  be  no  question  that  a  solution  of  tlie  long  perplexing  railroad  prob- 
lem is  possible  only  through : 

(1)  A  unified  system  of  operation. 

(2)  A  luiified  system  of  fhiancing. 

(3)  A  unitied  system  of  management  and  control  by  the  owners  of  the  rail- 
I'oads,  but  under  strict  Government  supervision. 

The  old  system  has  been  tried  for  more  than  50  years  and  has  been  found 
wanting.  All  the  old  obstacles,  defects,  weaknesses,  and  uncertainties  in  the 
railroad  situation  that  have  baffled  the  owners,  the  State  and  Federal  Govern- 
ments and  the  courts,  are  as  potent  to-day  as  they  were  50  years  ago.  If  we 
are  to  solve  this  problem,  we  must  make  a  new  and  radical  departure  from  the 
old  system,  and  the  time  to  make  the  move  is  now,  while  the  Government  is  still 
in  control  of  the  situation.  If  we  do  not  act  now  we  never  will.  My  feeling  is 
that  if  we  can  persuade  the  different  interests  to  shed  their  selfish  chrysalis  and 
join  hands  in  an  effort  to  bring  about  an  equitable  adjustment  of  the  railroad 
problem,  Congress  could  soon  formulate  a  railroad  policy  satisfactory  to  all  con- 
cerned, and  give  this  country  a  transportation  system  that  would  be  the  envy  of 
the  world,  under  which  system,  I  venture  to  predict,  the  public  would  obtain 
transportation  at  a  lower  cost  than  ever  before  and,  at  the  same  time,  legitimate 
and  substantial  dividends  could  be  paid  on  capital  honestly  invested. 

ALL  INTERESTS  MUST  WORK  TOGETHER. 

In  short,  if  you  intend  to  solve  the  railroad  problem  once  and  for  all,  and  make 
a  good  job  of  it,  you  must  fuse  the  interests  of  the  stockholders,  the  shippers, 
the  employees  and  the  public  into  a  single  dynamic  instrument  of  will  and 
effort.  All  must  be  made  to  understand  that  in  dealing  with  the  railroads  we 
are  dealing  with  an  industry  that  is  the  very  bone  and  sinew  of  American  com- 
mercial and  social  structure ;  they  must  be  made  to  realize  that  the  railroads, 
unlike  any  other  industry,  do  not  operate  in  specific  localities  or  behind  closed 
doors,  but  conduct  their  business  in  the  great  out  of  doors,  through  every  State, 
in  every  city,  and  in  every  hamlet.  Unlike  any  other  industry,  the  railroads  are 
not  operated  by  their  owners  but  by  outsiders  who  have  repeatedly  exploited 
them  and  abused  the  public  for  their  own  gain,  while  the  millions  of  stock- 
holders scattered  all  over  the  United  States,  many  poor  and  dependent  upon 
their  investments  for  an  income,  stood  supinely  by  watching  the  ruin  of  their 
properties  without  being  able  to  do  anything  to  either  help  themselves  or  the 
public.  We  must  realize  that  transportation  is  as  essential  to  our  existence  as 
the  very  water  we  drink  and  the  air  we  breathe  and  therefore  should  be  as  easily 
obtainable  and  as  cheaply  as  human  ingenuity  can  make  it.  Its  flow  must  be 
free,  unhampered,  and  untramelled  by  any  petty  selfishness  or  desire  for  gain. 
The  following  condition  must  be  created : 

1.  A  sound,  efiicient,  and  unified  transportation  system,  at  the  lowest  possible 
cost,  so  that  every  industry  in  every  community  may  be  able  to  compete  with 
the  industries  of  the  world. 

2.  Railroad  employees  must  be  given  decent  pay  and  other  encouragement 
so  as  to  bring  out  the  best  in  them, 

3.  Capital  honestly  invested  must  be  allowed  to  earn  a  fair  income  to  induce 
the  public  to  invest  in  railroad  securities  to  furnish  funds  for  extensions  and 
Improvements,  and  enable  the  roads  to  keep  abreast  with  the  demands  and  the 
natural  growth  of  our  industries. 

To  bring  about  a  condition  under  which  this  could  be  done,  I  stated  before 
the  Committee  on  Interstate  and  Foreign  Commerce  of  the  House  of  Repre- 
sentatives at  Washington  last  year  that  the  American  public  must  avail  itself 
of  one  of  two  alternatives,  and  after  a  year's  careful  study  of  the  railroad 
problem  I  am  still  of  the  same  opinion,  namely,  that  either  the  Government 
must  buy  the  railroads  outright  at  a  fairly  appraised  value  and  operate  them 
in  the  interests  of  the  public,  which  would  necessitate  the  Government  issuing 
and  selling  about  $18,000,000,000  of  bonds  with  which  to  pay  for  the  properties, 
and  the  public  would  run  the  risk  of  making  the  railroads  a  political  issue  and 
possibly  a  political  football — or  the  railroads  must  be  consolidated  under  one 
Federal  corporation.  This  new  corporation  shall  issue  its  securities  to  the 
present   stockholders   in   exchange   for   those   they   now   o^vn   in   the   various 
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railroad  companies  whose  stocks  are  to  be  absorbed  in  accordance  with  the  plan 
which  I  will  outline.  I  favor  this  alternative  because  it  would  give  us  all  the 
benefits  which  a  Government-owned  railroad  might  give  us,  without  the  weak- 
nesses and  defects  which  a  Government-owned  and  Government-operated  trans- 
portation system  would  be  bound  to  carry. 

THE   PLAN. 

In  order  that  all  this  may  be  accomplished  and  in  order  that  the  evils,  in- 
adequacies, and  limitations  to  which  I  have  referred  may  be  removed  as  com- 
pletely as  is  humanly  possible,  I  propose  a  plan  the  fundamentals  of  which 
may  be  outlined  as  follows: 

1.  The  enactment  of  such  legislation  as  may  be  necessary  for  the  incor- 
poration, under  a  Federal  charter,  of  a  national  transportation  corporation 
which  shall  absorb  the  stocks  of  all  the  railroads  which  at  present  are  being 
operated  under  Federal  control,  and  of  such  other  roads  as  it  may  be  deemed 
wise  and  expedient  to  absorb  from  time  to  time. 

2.  The  proposed  corporation  shall  have  an  authorized  capital  of  $15,000,- 
000,000.  represented  by  stocks  of  one  kind  and  denomination  of  the  par  value 
of  $100  each. 

3.  The  proposed  corporation  shall  issue  only  as  much  stock  as  may  be  found 
necessary  in  exchange  for  the  stock  of  the  railroads  which  are  to  be  acquired 
by  it,  and  the  issue  shall  be  on  the  basis  of  one  share  of  Federal  stock  for  each 
$100  of  actual  value  represented  by  stock  so  acquired. 

4.  The  creation  of  a  permanent  valuation  adjustment  commission,  appointed 
by  the  President  of  the  United  States,  and  approved  by  the  Senate,  which 
commission  shall  determine  the  fair  value  of  the  stocks  to  be  acquired  by  the 
newly  created  Federal  corporation,  and  shall  consist  of  seven  members,  four 
of  whom  shall  be  representative  of  and  selected  from  the  stockholders  of  the 
existing  and  acquired  companies ;  one  member  selected  from  and  representative 
of  railroad  employees;  one  member  from  and  representative  of  the  commercial, 
or  shipping,  interests;  and  the  seventh  member,  who  shall  be  chairman  of  the 
commission,  a  representative  of  the  Government.  (The  compensation  of  the 
commission  shall  be  fixed  by  the  President.) 

5.  The  proposed  corporation  shall  be  managed  by  a  board  of  governors  com- 
posed of  seven  members,  who  shall  be  named  by  the  President  of  the  United 
States,  by  and  with  the  approval  of  the  Senate,  and  shall  hold  office,  within  a 
certain  age  limit,  for  life,  removable  only  by  impeachment  by  the  Congress  of 
the  United  States  under  the  rules  of  procedure  in  the  impeachment  of  a  member 
of  the  Congress.  The  said  board  shall  have  absolute  control  of  the  management 
and  financing  of  the  proposed  corporation,  with  the  same  rights  and  powers 
now  exercised  by  corporate  directors  under  State  charters  and  imder  the 
common  law. 

6.  (a)  The  board  of  governors  shall  be  constituted  as  follows:  Four  mem- 
bers shall  be  selected  from  and  representative  of  the  stockholders  of  the  rail- 
roads to  be  acquired ;  one  member  from  and  representative  of  railroad  em- 
ployees ;  one  member  from  and  representative  of  the  commercial,  or  shipping, 
interests;  and  one  member  who  shall  represent  the  Goverimient.  The  board  of 
governors  shall  select  its  own  chairman  annually  fx-om  among  its  members. 

(b)  The  hoard  of  governors  shall  employ  a  staff  of  five  of  the  best  technical 
and  practical  railroiid  engineer--'  obtainable,  who  shall  cooperate  with  the 
board  of  governors  in  all  matters  pertaiJiing  t<i  the  technical  operation  of  the 
railroads  and  at  least  one  of  tluMu  shall  sit  in  confiMvnce  with  the  board  of 
governors  at  all  meetings  where  (luestions  of  ojieration  ov  railway  extensions 
and  improvements  may  come  up  for  consideration. 

7.  The  act  creating  the  proposed  Federal  corporation  -hall  provide  adequate 
compensation  for  the  members  of  the  board  of  governors  of  the  corporation, 
which  comiiensation  shall  not  he  less  than  $2r),0()0  a  year. 

8.  For  the  purpose  of  economic  operation,  the  railroads  shall  be  divided  into 
five  regional  systems  either  conforming  to  geographical  boundaries  or  \he 
natural  ea- 1  to  west  flow  of  commerce.  Each  regional  system  shall  be  managed 
by  a  regional  director  who  shall  act  in  a  capacity  similar  to  that  now  exorcised 
by  the  operating  vice  president  under  the  present  system  of  railway  opera! itui. 
Each  regional  system  shall  be  divided  into  as  many  operating  divisions  as  I  he 
regional  dir(>ctor  may  deem  wi  e  and  necessary  to  eflicient  operation,  subject 
to  approval  by  the  board  of  governors.     Each  .subdivision  thus  made  shall  be 
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in    char.co    of    a    division    direr'tor,    subject    and    responsil)le    to    the    regional 
director. 

9.  Tlie  Interstate  Connnerce  Conmiission  sluill  rontiniie  as  now  organized, 
witli  additional  powers  to  e- taljlish,  equalize,  and  adjust  all  rates  of  trans- 
portation. In  estaljlisliing  rates,  the  Interstate  C'onnnerce  Commission  shall 
use  as  a  basis  the  operating  cost,  the  upkeep  and  maintenance  expenses,  in- 
tere^t  chai'ges,  and  i*easonable  dividends  on  the  investment,  based  on  the 
valuation  fixed  by  the  aforementioned  valuation  adjustment  connnission. 

10.  The  stock  of  the  Federal  corporation  shall  carry  cunuilative  dividends  up 
to  5  per  cent  and  shall  be  limited  in  dividends  to  G  per  cent.  All  earnings  of 
the  corporation  in  excess  of  the  6  per  cent  dividend,  paid  the  stockholders, 
shall  be  used  in  the  intere  ts  of  labor  and  the  pul)lic,  as  follows:  40  per  cent 
to  be  distributed  among  the  emph)yees  on  a  percentage  l)asis  in  proportion  to 
their  wages,  30  per  cent  to  be  set  aside  as  a  fund  to  be  known  as  a  bonus  and 
merit  fund,  to  be  used  from  time  to  time  in  the  public  interest  in  the  form  of 
bonuses  or  rewards  as  an  incentive  to  employees  for  unusual  service  or  inven- 
tions, or  for  the  introduction  of  economies  that  may  result  in  better  service 
and  reduced  operating  costs.  The  remaining  30  per  cent  shall  be  placed  In  a 
fund  to  be  used  for  property  improvements.  No  meml)er  of  the  board  of 
governors  shall  be  entitled  to  receive  any  part  of  this  special  merit  fund. 

11.  Upon  tlie  acquirement  by  the  Federal  corporation  of  the  stocks  of  the 
roads  as  herein  provided,  the  said  corporation  shall  lie  authorized  to  issue  a 
blanket  mortgage  covering  the  properties  so  acquired,  the  bonds  of  which  shall 
be  used  to  refund  bonds  and  other  maturing  obligations  of  the  acquired 
properties  that  may  come  due  from  time  to  time.  The  propo- cd  corpora tion 
shall  further  be  authorized  to  issue  from  time  to  time,  and  to  sell  to  the  public, 
through  its  own  financing  company,  provided  for  in  section  13  of  this  plan, 
such  additional  bonds  as  may  be  required  for  property  extension  and  im- 
provement. 

12.  The  interest  rate  on  the  proposed  blanket  mortgage  provided  for  in 
section  11  rhall  be  elastic,  or  from  4i  to  6  per  cent,  so  as  to  facilitate  the 
financing  at  all  times  at  the  ruling  rate  of  interest. 

13.  There  shall  be  created,  and  clothed  with  the  necessary  powers,  a  trust 
and  finance  corporation,  the  paid-up  capital  of  which  shall  be  $500,000,000,  all 
of  which  stock  shall  be  ismed  to  and  owned  by  the  Federal  railroad  corpora- 
tion, provided  for  in  section  1,  and  the  dividends  therefrom  ^hall  be  considered 
as  earnings  of  the  railroad  and  after  certain  reserves  have  been  set  aside  shall 
be  applicable  to  interest,  dividends,  bonuses  to  employees,  and  property  im- 
provements. The  Federal  railroad  corporation  shall  pay  for  the  stock  of  the 
trust  and  finance  corporation  out  of  such  funds  as  it  will  receive  from  the 
treasuries  of  the  railroad:^  whose  stocks  it  will  have  acqvilred,  as  provided 
for  in  section  1  of  this  plan.  The  aforesaid  finance  corporation  ;  hall  be  the 
depository  of  all  railroad  funds  and  shall  further  receive  such  other  deposits 
as  may  be  deemed  advisable.  The  said  finance  corporation  shall  do  all  the 
financing  for  the  aforesaid  railroad  corporation,  and  shall  underwrite  or  buy 
and  ;  ell  to  the  public,  on  a  commission  basis,  such  securities  as  the  Federal 
railroad  corporation  may  from  time  to  time  find  necessary  to  place  with  the 
public  for  extension,  improvement,  and  refunding  purposes. 

14.  The  aforesaid  finance  corporation  shall  be  managed  and  controlled  by  a 
board  of  five  directors  named  by  the  President  of  the  United  States,  subject 
to  the  approval  of  the  Senate.  They  shall  be  selected  after  the  manner  and 
method  provided  for  in  the  naming  of  the  board  of  governors  of  the  railroad 
corporation. 

15.  There  shall  be  created,  and  clothed  with  all  necessary  powers,  a  perma- 
nent commission  of  not  less  than  five  and  not  more  than  seven  members,  to 
be  known  as  the  labor  adjustment  commission,  the  members  of  which  shall  be 
named  by  the  President  of  the  United  States,  by  and  with  the  approval  of 
the  Senate.  The  duties  of  this  commission  shall  be  the  settlement  of  all  labor 
disputes,  the  adjustment  of  wage  scales  and  adjudication  of  such  questions  or 
differences  between  the  corporation  and  the  employees  as  may  arise  from  time 
to  time.  The  principle  of  voluntary  arrangement,  rather  than  compulsory 
measures,  shall  be  observed  in  the  functioning  of  said  commission.  The  com- 
pensation of  the  commission  shall  be  fixed  by  the  President  of  the  United 
States,  oy  and  with  the  approval  of  the  Senate. 

16.  Nothing  in  this  plan  shall  be  construed  as  tending  in  any  way  to  inter- 
fere with  State  rights  or  with  existing  State  railway  commissions  in  the  en- 
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forcement  of  such  powers  as  are  now  exercised  by  the  States  in  the  regulation 
of  intrastate  commerce,  unless  such  enforcement  should  interfere  with  the 
enforcement  of  rules  and  regulations  governing  interstate  commerce. 

Neither  shall  the  plan  herewith  in  any  way  be  construed  to  mean  that  the 
proposed  Federal  railroad  corporation  is  to  be  created  for  the  purpose  of  ac- 
quiring the  roads  for  tlie  ownership  of  the  Government. 

EXPLANATION. 

In  amplification  of  section  5  of  the  plan  outlined  it  should  be  understood, 
that  the  valuation  of  the  railroads  is  not  to  be  made  for  the  purpose  of  selling 
them  to  the  Government,  or  to  anyone  else,  but  solely  for  the  purpose  of 
arriving  at  an  equitable  basis  upon  which  the  railroads  can  be  amalgamated 
into  one  large  unit  in  the  interest  of  economic  operation  and  upon  which  the 
Interstate  Commerce  Commission  may  be  able  to  compute  equitable  transporta- 
tion rates.  For  this  purpose  the  act  should  provide  that  the  valuation  adjust- 
ment commission  shall  use  as  a  basis:  (a)  The  original  cost  of  the  property, 
as  nearly  as  it  can  be  determined ;  and,  ( b )  the  reproductive  value  at  the 
time  of  acquirement.  -The  average  of  these  two  values  shall  be  taken  as  the 
fair  value  of  the  physical  properties,  from  this  shall  be  deducted  the  amount 
of  funded  and  unfunded  debts  of  the  companies,  and  the  remaining  balance 
shall  be  accepted  as  evidencing  the  fair  value  of  the  stock. 

It  is  realized  that  the  original  cost,  or  reproductive  value,  of  a  railroad 
may  not,  in  all  cases,  prove  to  be  a  true  barometer  of  its  investment  value,  as 
there  may  be  instances  where  the  original  cost  and  reproductive  value  of  a 
railroad  may  not  equal  the  underlying  obligations,  or  where  the  earnings  are 
insulficient  to  pay  even  fixed  charges.  In  such  cases  it  would  be  unfair  to 
expect  the  Federal  corporation  to  exchange  its  stock  for  the  stock  of  a  com- 
pany that  can  not  earn  interest  charges  on  its  outstanding  obligations,  even 
though  the  original  cost  and  reproductive  value  of  the  property  should  far 
exceed  the  debts  and  capital  stock  this  would  be  tantamount  to  calling  upon 
the  Federal  corporation  to  make  good  stockholders'  poor  original  investments. 

Again,  there  might  be  instances  where  a  railroad  was  properly  and  honestly 
built,  having  a  low  funded  debt  and  extraordinary  earning  power.  It  woulu 
be  equally  imjust  to  place  a  valuation  on  sucli  a  company's  stock  merely  on  the 
basis  of  the  property's  original  cost  and  reproductive  value. 

THE   METHOD  OF  VALUATION. 

Therefore,  to  avoid  and  to  circumvent  such  inequalities,  I  propose  that  as  a 
corrective  the  average  net  earnings  of  railroads,  covering  a  period  of  10  years,^ 
should  also  be  taken  into  consideration  by  the  valuation  conunission  in  de- 
'termining  the  fair  value  of  the  stocks  of  the  railroads  to  be  acquired. 

For  example,  take  a  railroad  that  cost  originally  $100,000,000;  that  has  out- 
standing $70,000,000  5  per  cent  bonds  and  $30,000,000  stock ;  and  that  the  aver- 
age net  income  of  the  property  is  $4,000,000  per  annum.  Now,  suppose  that  this 
company,  because  of  dishonesty  or  incompetency  on  the  part  of  the  original 
promoters  or  management,  wasted  $20,000,000  in  the  construction  of  the  road^ 
and  the  $100,000,000  original  cost  is  found  to  liave  a  reproductive  value  of 
$80,000,000.  My  theory  is  that  by  taking  the  original  cost,  the  reproductive 
value,  and  the  income  the  conunission  would  have  a  very  effective  equalizing 
medium  through  which  it  could  arrive  at  the  approximate  fair  value  of  the 
stock,  as  follows:  Original  cost,  $100,000,000;  reproductive  value,  $80,000,000; 
total,  $180,000,000.  Divide  this  by  2  and  you  will  have  a  property  value  of 
$90,000,000.  Deduct  therefrom  the  $70,000,000  debts  and  there  will  be  left  a 
$20,000,000  equity  for  the  $30,000,000  stock.  Take  the  average  of  10  years'  net 
income — $4,000,000  per  annum — and  deduct  $3,500,000  (5  per  cent  interest  on 
$70,000,000  underlying  debts)  and  there  would  be  left  $500,000  as  the  annual 
earning  power  of  the  outstanding  stock.  Capitalizing  that  earning  i)ower  on  a 
5  per  cent  basis  would  give  the  $30,000,000  stock  a  corrective  value  of  $10,- 
000,000.  Add  this  to  the  $20,000,000  placed  upon  it  through  the  cost  and  repro- 
ductive valuation,  and  divide  it  by  2  and  you  will  liave  a  value  of  $15,000,000 
on  the  $30,000,000  stock,  which  in  my  opinion  w«mld  be  a  very  fair  basis  of 
valuation  for  the  purpose  of  its  acquisition  by  the  Federal  corporation. 

In  all  cases  wliere  the  valuation  adjustment  commission  may  find  the  physi- 
cal value  of  a  property  to  be  less  than  the  fiice  value  of  its  outstanding  obliga- 
tions, and  where,  by  applying  the  10  years'  average  earning  power  as  a  correc- 
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tive,  it  sliould  be  found  that  the  stock  ot  the  property  has  had  no  earning  capac- 
ity, the  act  shouhl  provide  that  in  snch  case  the  valuation  adjustment  coninds- 
sion  shall  refuse  to  reconnnend  the  absorption  of  tlie  stoclv  in  the  interests  of 
the  Federal  Railway  Corpora. tion,  but  may  recommend  that  tlie  board  of  gov- 
ernors enter  into  negotiations  with  tlie  holders  of  the  bonds  and  underlying 
securities  of  the  property,  for  the  acquisition  of  the  bonds  instead  of  the  stock, 
provided  the  underlying  bonds  could  be  bought  on  the  basis  of  value  placed 
upon  the  property  by  the  commission  through  the  methods  above  described — 
the  rate  of  such  exchange  to  be  one  share  of  Federal  Railway  Corporation 
stock  for  every  $100  actual  value  of  property  represented  by  bonds  or  other 
underlying  securities. 

The  new  Valuation  Adjustment  Commission  shall,  for  all  purposes  of  A^alua- 
tion,  use  the  Interstate  Commerce  Commission's  figures  and  data,  in  addition 
to  the  figures  and  conclusions  of  the  existing  Federal  valuation  commission, 
but  should  any  questions  arise  as  to  values  placed  by  the  existing  commission, 
the  new  commission  shall,  after  carefully  investigating  the  facts,  make  its  own 
findings  on  the  points  in  dispute,  and  its  findings  shall  prevail  even  though  they 
may  differ  materially  from  those  of  the  existing  commission. 

You  v.-ill  note  tliat  my  plan  provides  for  the  absorption  of  the  roads  by  the 
Federal  Railway  Corporation  through  acquisition  of  their  stocks,  because  in 
my  opinion  it  would  prove  more  simple  and  more  expedient  and  v.'ould  obviate 
the  necessity  of  disturbing  the  $10,000,000,000  or  more  underlying  bonds  that 
are  well  distributed  with  the  investors  and  financial  institutions.  However, 
if  it  should  be  found  advisable  and  expedient  to  purchase  the  properties  out- 
right, taking  title  subject  to  the  outstanding  debts  of  the  roads,  in  exchange 
for  the  stock  of  the  Federal  corporation,  at  the  appraised  value,  the  board  of 
governors  shall  be  empowered  to  do  so. 

I  know  that  there  is  a  general  public  impression  that  railroad  capitalization 
represents  a  great  deal  of  water.  My  own  impression  is  that  nmch  of  the 
water,  if  not  all  of  it,  has  already  been  squeezed  out,  either  through  reorganiza- 
tions that  compelled  the  scaling  down  of  securities,  and  through  the  payment 
of  ciash  assessments  by  stockholders,  or  through  property  improvements  and 
appreciation  and  through  accumulation  of  undistributed  earnings,  all  of  which 
must  have  infused  real  value  wherever  originally  there  might  have  been  water 
in  securities.  However,  shoidd  there  be  found  railroads  whose  securities  still  rep- 
resent water,  the  valuation  adjustment  commission,  by  using  the  methods  sug- 
gested, will  soon  squeeze  it  out,  because  under  my  plan  nothing  but  real  value 
and  real  earning  power  is  to  be  capitalized. 

FAIR    VALITATTON    ESSENTIAL. 

In  recommending  that  the  railroads  be  put  through  this  drastic  valuation 
test  I  do  so  because  my  five  years'  study  of  the  railroad  situation  has  con- 
vinced me  that  there  is  no  possible  way  to  settle  the  rate  and  compensation 
question,  about  which  there  has  been  endless  wrangling  and  disputes  for  more 
than  a  half  century,  without  determining  the  fair  value  of  the  railroad  prop- 
erties in  public  use.  I  feel  that  had  this  valuation  been  made  years  ago  much 
of  the  misunderstanding,  criticism,  and  hardship  of  the  railroads  would  have 
been  avoided  and  that  both  the  public  and  the  security  holders  would  have  been 
better  off. 

It  is  fortunate  that  a  very  large  portion  of  the  work  of  valuing  American 
railroads  has  already  been  completed  by  the  Interstate  Commerce  Commission 
under  the  1913  amendment  of  the  act  to  regulate  commerce,  and  it  is  my  under- 
standing that  the  entire  valuation  will  be  completed  in  another  year  or  two. 

In  order,  however,  to  provide  for  contingencies  I  suggest  that,  pending  the 
putting  into  effect  of  the  plan  herewith  proposed,  the  Government  maintain 
the  control  of  the  railroads  under  the  present  control  act. 

In  explanation  of  section  10  of  the  plan,  it  is  to  be  noted  that  the  compensa- 
tion to  stockholders  is  limited  to  6  per  cent  on  the  actual  invesment;  that 
all  earnings  in  excess  of  6  per  cent  are  to  be  used  in  the  interest  of  labor  and 
the  public  in  an  effort  to  lower  costs. 

The  plan,  it  should  be  noted,  does  not  call  for  Government  ownership,  for 
Govern;;ient  financing,  nor  for  Government  guaranties,  hut  for  a  continuation 
of  private  ownership  under  a  unified  system  safeguarded  by  the  Government 
and  scientifically  managed  with  a  view  to  giving  the  public  the  most  efficient 
transportation  system  possible  and  protecting  the  savings  of  the  millions  of 
men  and  women  who  own  the  securities. 
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If  those  who  advocate  the  return  of  the  railroads  for  operation  by  their 
owners  really  are  sincere,  here  is  their  opportunity  to  help  bring  that  about 
under  a  broad  and  comprehensive  policy  such  as  will  forever  settle  railroad  dis- 
putes and  end  railroad  mismanagement  and  exploitation. 

FINANCE   COMPANY    NECESSARY   TO   PUBLIC   GOOD. 

Now,  as  to  my  proposed  trust  and  finance  company  as  an  adjunct  to  the 
Federal  railway  corporation,  I  feel  that  this  is  as  necessary  for  the  public 
good  as  is  the  consolidation  of  the  I'oads. 

It  is  well  known  that  for  years  the  railroads  have  been  at  the  mercy  of  the 
Wall  Street  financial  interests  for  their  financing,  and  as  railroads  are  unlike 
other  industries  in  that  they  constantly  require  money  for  extensions  and 
improvements  or  for  refunding  purposes  they  are  obliged  to  appeal  frequently 
to  the  financial  interests.  This  has  proved  disastrous  to  many  of  our  important 
railroad  systems,  as  has  been  proved  repeatedly  by  the  Interstate  Commerce 
Commission  and  the  Pujo  Money  Committee.  In  many  instances  large  and 
important  railroads  have  been  forced  into  receivership  because  one  of  these 
financial  institutions  refused  to  renew  a  loan,  as  in  the  cnse  of  the  Rock 
Island  in  1914,  notwithstanding  the  fact  that  the  loan  was  amply  and  well 
secured.  I  will  not  burden  you  with  the  details  in  connection  with  other  com- 
panies because  the  reports  of  the  Interstate  Commerce  Commission  and  the 
Pu.io  Money  Committee  teem  with  evidences  of  this  particular  i)hiise  of 
railroad  financing,  but  I  must  impress  upon  you  that  no  railroad  policy  that 
Congress  may  formulate  can  prove  successful  without  providing  new  channels 
through  which  railroads  may  be  financed. 

I  have  already  pointed  out  that  there  has  been  no  competition  in  railroad 
rates  and  that  in  the  interests  of  the  public  there  could  be  none.  I  have  pointed 
out  how  individual  iniative  in  railroad  operation  can  be  augmented  through 
a  unified  system  of  operation  and  the  consolidation  of  the  railroads  under 
a  single  head.  I  did  not  touch  upt>n  competition  in  service.  On  this  i)oint  I 
wish  to  state  that  while  under  a  segregated  form  of  railroad  operation  there 
would  be  more  competition  than  if  the  roads  are  operated  under  a  single  cor- 
poration, still  no  one  seriously  interested  in  furnishing  transportation  to  the 
public  at  the  lowest  possible  cost  could  reconnnend  a  condition  under  which 
there  might  be  an  unnecessary  amount  of  competition  in  service,  for  that  would 
mean  waste  in  operation  and  would  lead  to  wasteful  strategic  construction 
in  the  interests  of  the  few  users  of  luxurious  trains  at  the  expense  of  the 
many,  who  would  have  to  make  good  the  losses  resulting  from  the  operation 
of  such  trains  by  paying  higher  freight  rates  on  their  commodities. 

In  conclusion,  I  urge  upon  you  not  to  be  affected  l)y  the  arguments  pre-^^ented 
hei-e  on  belialf  of  any  sigle  inveresf,  but  to  consider  the  question  i)et'ore  you  in 
the  light  of  what  is  fair  and  beneficent  to  all  interests  alike.  You  must  look 
upon  the  railroads  as  an  element  indisjiensable  to  the  very  existence  of  our 
conniiercial  and  social  life  and  ti"y  to  devise  ways  and  means  by  whicii  that 
e'enient  may  be  made  to  serve  the  greatest  iiuinber  in  the  most  useful  way 
possible. 

I  urge  you  also  to  take  due  recoirnition  of  the  fact  that  the  railromls  are  m- 
longer  owned  by  the  Goulds,  Vanderbilts.  Morgans,  or  other  wealthy  families, 
but  are  owned  by  millions  of  poor  dependent  men  and  women  wlio  were  induced 
to  invest  their  luu'd-earned  savings  in  railro.-ul  .securities.  These  millions  of 
injiocent  securitiy  holdei'S.  scattered  all  ovei-  the  country,  have  never  been  able 
to  look  after  the  nianagemc^nt  of  theii'  i>roperties  in  the  jiast  and  they  never 
will  be  able  to  do  so.  These  people  nuist  have  your  guidance  and  your  protec- 
tion in  conserving  their  savings  and  iii:iintaining  the  integrity  of  their  proper- 
ties. 

These  security  holders  ask  for  nothing  to  which  they  are  not  entitled  :  all 
they  want  is  the  i-ecognition  of  the  pronerty  rights  of  their  investnient  and  a 
legitimate  and  fair  income  on  same. 

I  have  absolute  faith  and  confidence  in  the  fairness  of  the  American  people 
and  in  the  Congress,  and  believe  that  when  they  realize  the  situation  for  what 
it  really  is  a  plan  such  as  I  have  here  outlined  in  the  interests  of  the  iniblic. 
labor,  and  security  hyldei's  will  he  adopted  and  put  into  effect  so  as  to  end 
forever  the  perplexing  railroad  jtroblems  tlia4  liave  liarras.v;eil  the  couiui-y  for 
more  than  half  a  century. 

The  CiiAimiAx.  Now,  Mr.  Freer. 
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STATEMENT  OF  ME.  G.  M.  FREER. 

Mr.  Freer.  I  reside  at  Cincinnati,  Ohio,  and  my  occupation  is 
manager  of  the  traffic  department  of  the  Cincinnati  Chamber  of  Com- 
merce. 

The  Chairman.  Mr.  Freer,  you  will  understand  that  the  committee 
IS  limited  in  time,  and  I  belieye  you  haye  said  that  you  could  get 
through  in  35  or  40  minutes? 

Mr.  Freer.  I  can,  easily,  Mr.  Chairman,  unless  there  are  some  ques- 
tions to  be  asked. 

Senator  Pomerene.  How  long  have  you  occupied  this  position 
with  the  Cincinnati  Chamber  of  Commerce? 

Mr.  Freer.  I  have  been  with  the  Cincinnati  Chamber  of  Commerce 
seven  years.  Prior  to  that.  Senator,  I  was  with  the  Receivers'  and 
Shippers'  Association,  w^hich  was  exclusively  a  traffic  organization, 
and  which  was  merged  with  the  chamber  of  commerce.  Altogether, 
my  connection  w'ith  the  Columbus  Chamber  of  Commerce,  in  charge 
of  its  traffic  department,  and  my  traffic  connection  with  the  Cincinnati 
organizations,  has  covered  11  years.  Prior  to  that,  I  was  for  20  j^ears 
in  the  traffic  service  of  various  railroads. 

I  am  appearing  at  this  hearing  in  behalf  of  the  National  Indus- 
trial Traffic  League,  of  which  I  am  president.  That  organization 
was  started  in  1906  or  1907  to  look  after  traffic  and  transportation 
matters  for  the  shippers  throughout  the  country,  and  has  been  quite 
active  in  cooperating  with  the  interstate  and  State  commissions,  and 
with  the  transportation  companies,  and  has  interested  itself  in  legis- 
lation affecting  the  common  carriers,  in  the  interest  of  the  public. 

The  Chairman.  How  extensive  is  your  organization? 

Mr.  Freer.  It  has  members  throughout  the  entire  country.  Mr. 
Chairjnan — in  iSTew  England,  on  the  Pacific  coast,  and  down  into 
Texas,  and  up  along  the  Canadian  border.  The  membership  is  quite 
large,  but  the  direct  membership)  is  not  indicative  of  the  interests  rep- 
resented, because  manj^  of  the  memberships  are  held  by  chambers  of 
commerce,  boards  of  trade,  and  organizations  of  that  sort,  and  they, 
in  turn,  represent  all  the  business  interests  in  their  respective  com- 
munities. For  instance,  the  Cincinnati  organization,  with  which  I  am 
associated,  is  a  member  of  the  league,  and  the  Cincinnati  organization 
has  a  membership  of  approximately  3,000 ;  and  that  is  true,  in  greater 
or  lesser  degree,  of  these  other  local  organizations  throughout  the 
country. 

Because  of  the  fact  that  it  is  the  only  national  organization  which 
represents  the  shipping  public  in  transportation  matters,  it  has  been 
recognized  quite  largely  by  the  Interstate  Commerce  Commission  and 
by  the  Railroad  Administration  as  the  medium  through  which  they 
can  reach  the  shipping  public  and  ascertain  their  views  on  these 
questions;  but,  because  of  the  fact  that  it  is  a  national  organization 
and  embraces  representatives  from  all  lines  of  industry,  it  has  not 
been  possible  for  the  national  league  to  deal  Avith  local  matters,  or 
with  matters  other  than  those  which  are  of  general  interest  and 
national  scope;  and  that  has  resulted  in  our  being  classed  as  rather 
a  conservative  organization.  We  are  conservative  because  we  have 
found  it  necessary  to  be  so.  We  have  so  many  conflicting  interests  in 
our  organization  that  we  have  only  been  able  to  act  where  the  senti- 
ment was  almost  unanimous  throughout  the  country. 
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At  the  annual  meeting  of  the  league,  which  was  held  in  Cinf 
nati  November  21   and   22 — which  j^ou   will  observe  was  immi 
ately   after  the  armistice,   and  prior  to   the  time  when  the  tj 
director  general  announced  his  plan  for  the  extension  of  the  ten, 
of  Government  control — the  one  topic  of  overwhelming  interest      I 
the  members  of  the  league  was  the  question  of  what  disposition  sho 
be  made  of  the  railroads,  in  view  of  the  passing  of  the  war  em 
gency    That  question  was  fully  discussed,  and  resolutions  were  una 
mously  adopted  at  that  time  which,  in  substance,  expressed  oppv 
tion  to  Government  ownership  or  to   long-continued   Governm, 
operation  of  the  railroads.    However,  the  belief  was  expressed  t- 
some  legislation  should  be  enacted  in  the  interest  of  the  railroads; 
well  as  for  the  protection  of  the  shipping  public ;  and,  finally,  tlvi^ 
resolutions  authorized  the  appointment  of  a  committee  to  study  t.^. 
question  and  make  a  report  to  the  executive  committee,  which  ha 
power  to  act.  ,  , 

Under  those  instructions  the  special  committee  and  the  executiv 
committee  had  meetings,  and  the  result  of  those  meetings  was  that  ' 
was  charged  with  the  duty  of  appearing  here  and  submitting  th., 
views  of  the  organization  to  you.  , 

Now,  of  course,  we  realize  that  the  time  remaining  is  so  short  tha.. 
it  will  be  impossible  for  you  to  give  this  subject  your  full  consideration 
and  enact  any  complete  program  of  legislation  at  this  session ;  but  we 
feel  that  there  are  some  things  Avhich  deserve  your  immediate  con- 
sideration, and  I  should  like  to  present  those,  and  then  submit  an  out- 
line of  our  complete  plan. 

For  your  present  consideration  we  recommend,  first,  a  definite  rejec- 
tion of  the  proposal  to  extend  the  period  of  Government  operation. 
We  are  convinced  that  the  necessary  legislation  can  be  enacted  to  per- 
mit the  return  of  these  properties  to  their  owners  for  operation  within 
the  time  now  fixed  by  law. 

We  further  recommend  that  diligent  efforts  be  made  to  enact  what- 
ever legislation  may  be  necessary,  so  that  the  return  may  be  made  at 
an  earlier  date,  if  it  can  be  done  in  an  orderly  way  and  with  due 
regard  to  the  interests  of  everyone  concerned,  including  the  investors. 

Second,  pending  the  return  of  the  railroads  to  corporate  con- 
trol and  operation,  we  recommend  that  section  10  of  the  act  of  March 
21,  1918,  be  amended  to  provide  that  during  the  continuance  of  Gov- 
ernment operation,  all  rates,  fares,  charges,  rules,  and  classifica- 
tions of  the  railroads  vmder  Federal  control,  as  shown  in  the  tariffs 
now  on  file  with  the  Interstate  Commerce  Commission  shall  remain 
in  full  force  and  effect  until  changed  by  authority  of  the  Interstate 
Commerce  Commission.  After  the  return  of  the  properties  our  rec- 
ommendation is  that  the  jurisdiction  shall  then  be  as  it  was  prior 
to  March  21,  1918.  In  other  words,  that  recommendation,  in  sub- 
stance, is  that  during  the  balance  of  the  period  of  Government  opera- 
tion the  rates  as  now  established  and  shown  in  the  tariffs  which  are 
on  file  with  the  Interstate  Commerce  Commission  shall  remain  in 
force  unless  the  Interstate  Commerce  Commission  shall  authorize  some 
change  in  those  tariff's. 

Senator  Pomerene.  In  the  usual  way  ? 

Mr.  Freer.  In  the  usual  way.  After  the  period  of  Government 
operation  ends  we  recommend  that  the  jurisdiction  over  all  the  rates 
and  charges  of  the  carriers  shall  be  as  it  was  prior  to  ISIaroh  21,  1918. 
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enator  Kellogg.  That  is,  in  the  State  commissions  and  in  the  Fed- 
i  Commission? 

Ir,  Freer.  Yes,  sir.     Finally,  the  third  recommendation  we  make 
early   consideration   is  that  provision   be  made   requiring  the 
"^'^'ictor  general  to  pay  final  judgments  in  suits  for  the  recovery  of 
^^^ms  for  losses,  damages,  overcharges,  etc. 

.    I'he  Chairman.  Let  me  see  if  I  understand  you.    Do  you  mean  that 
^^  ^  rates  that  obtained  before  March  21,  1918,  at  the  end  of  Govern- 
^^  ^^"^t  control,  shall  obtain,  rather  than  the  rates  that  now  obtain 
.    ter  war  conditions? 
^^*^^\rr.  Freer.  No,  Mr.  Chairman.    All  we  say  is  that  the  jurisdiction 

."^i*  the  rates  and  charges  of  the  can*iers  shall  be  restored  to  the 
^^  -tus  that  existed  on  March  21. 

^i^enator  Eobinson.  But  all  rates  now  in  force  shall  remain  in  force 
^ntil  changed  by  limitation? 

^  Mr.  Freer.  Until  lawfully  changed.  For  the  present  we  suggest 
Hat  they  shall  only  be  changed  by  authority  of  the  Interstate  Com- 
^lerce  Commission.  After  corporate  control  shall  have  been  resumed 
piey  may  be  changed  by  whatever  the  lawful  authority  may  be — State 
jr  Federal. 
f;  Senator  Kellogg.  What  would  you  do  in  a  case  such  as  was 
brought  out  here  yesterday,  where  a  State  has  passed  a  statute  fixing 
all  rates  in  the  State  at  about,  say,  50  per  cent  of  the  present  rates? 
Suppose  15  or  20  States  were  to  do  that;  what  would  you  do? 

Mr.  Freer.  Do  you  mean  at  the  expiration  of  Government  control 
or  now? 

Senator  Kellogg.  Now. 

Mr.  Freer.  Our  reconunendation  is.  Senator,  that  the  rates  that 
are  on  file  with  the  Interstate  Commerce  Commission,  which  are  the 
rates  fixed  by  the  President,  through  the  director  general,  shall  re- 
main in  effect  until  the  Interstate  Commerce  Commission  shall  au- 
thorize a  change. 

Senator  Kellogg.  That  is  all  right;  but  after  the  roads  go  back 
into  the  hands  of  the  companies,  those  statutes  would  all  become 
effective,  would  they  not? 

Mr.  Freer.  That  is  what  we  understand,  yes ;  and  our  recommenda- 
tion is  that  that  should  be  the  status. 

Senator  Kellogg.  Then,  it  is  that  these  rates  go  back  to  whatever 
the  statutes  fixed? 

Mr.  Freer.  Or  the  State  regulating  bodies  fixed. 

Senator  Kellogg.  Suppose  they  fixed  them  at  rates  on  which  the 
roads  could  not  live? 

Mr.  Freer.  Then  they  would  have  to  be  changed. 

Senator  Kellogg.  But  who  would  change  them? 

Mr.  Freer.  We  answer  that  the  Interstate  Commerce  Commission, 
in  proper  cases,  could  regulate  those  rates. 

Senator  Kellogg.  That  is  a  question.    Can  they  ? 

Mr.  Freer.  We  think  so. 

Senator  Kellogg.  If  the  rates  are  entirely  within  a  State  and  not 
interstate  rates? 

Senaior  Robinson.  And  are  not  confiscatory? 

117900— 19— ^•OL  1 7.5 
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Senator  Kellogg.  Yes;  and  if  they  do  not  confiscate  the  property, 
but  are  so  low  that  the  companies,  while  they  can  perhaps  keep  their 
properties,  can  not  earn  a  fair  income? 

Mr.  Freer.  I  was  going  to  come  to  that  later,  but  my  idea  is  that  it 
could  be  done. 

Senator  Kellogg.  Pardon  me ;  I  did  not  want  to  interrupt  you. 

Senator  Cummins.  If  we  were  to  restore  the  jurisdiction  of  the 
Interstate  Commerce  Commission  to  what  it  was  before  the  Govern- 
ment took  possession,  the  rates  would  remain  in  effect  until  the 
Interstate  Conmierce  Commission  had  changed  them,  would  thev 
not? 

Mr.  Freer.  Yes,  sir.  The  only  point  in  which  our  recommendation 
is  perhaps  a  little  different  from  that  which  has  been  made  by  others 
is  that  the}'  have  suggested  that  a  bill  which.  I  believe,  you  intro- 
duced. Senator  Cummins,  be  supported  by  the  shipping  interests  and 
which  would  restore  the  jurisdiction  of  the  Interstate  Commerce 
Commission,  the  suspension  powers,  and  so  forth.  I  think  we  go  a 
little  further  than  that  in  that  we  suggest  that  the  whole  body  of 
rates  shall  remain  unchanged  unless  the  Interstate  Commerce  Com- 
mission orders  otherwise. 

Senator  Cummins,  That  would  be  unquestionably  true  of  every- 
thing except  State  rates,  anyhow? 

Mr.  Freer.  Yes. 

Senator  Cumimins.  You  want  to  cover  the  disputed  question  with 
regard  to  the  effect  of  the  rate?  put  in  by  the  director  general  on 
intrastate  traffic;  you  want  them  continued  until  the  Interstate  Com- 
merce Commission  changes  them? 

Mr.  Freer.  As  laymen  or  shippers,  we  have  never  been  satisfied, 
in  our  own  minds,  whether  the  director  general  liad  authority  to 
set  aside  the  statutes  of  the  States  and  orclers  of  the  State  commis- 
sions; but  that  authority  has  been  exercised,  and  it  was  our  belief 
that  that  existing  status  should  probably  be  continued  during  the 
life  of  Government  control. 

Senator  Cummins.  You  want  those  rates  to  be  now  legislatively 
put  into  effect  ? 

Mr.  Freer.  Temporarily. 

Senator  Cummins.  To  meet  any  ])ossible  question  with  regard  to 
the  autliority  of  the  director  general? 

Mr.  Freer.  For  the  time  being.  Xow,  those  three  questions  were 
the  ones  we  felt  should  have  earlier  consideration,  and  I  noAv  want  to 
give  an  outline  of  our  views  as  to  more  comprehensive  legislation  for 
later  enactment:  and  I  will  say  that  this  is  merely  an  outline.  We 
could  elaborate  on  it  and  give  it  to  you  in  more  specific  form  later,  if 
desired ;  but,  while  we  did  not  believe  anything  could  be  done  at  this 
time  with  these  suggestions  we  did  believe  that  the  committee  and 
these  other  interests  that  have  been  represented  were  entitled  to  ha\  e 
some  general  knowledge  of  our  views. 

First,  we  suggest  repeal  of  anti-trust  and  anti-pooling  legislation 
as  affecting  railroads,  and  the  enactment  of  legislation  permitting, 
encouraging,  and,  in  proper  cases,  requiring  cooperative  activities 
among  common  carriers,  such  as  the  pooling  of  cars,  locomotives,  and 
other  equipment:  the  joint  use  of  terminals,  also  the  merger  of  rail- 
roads   within    reasonable    limitations,    and    when    approved    by    the 
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commission  as  in  the  public  interest.  In  permitting  pooling  of 
traffic  and  of  the  revenue  derived  from  such  traffic,  it  should  be  pro- 
vided that  the  approval  of  the  commission  be  first  obtained,  and  that 
the  service  of  the  carriers  to  the  public  be  not  impaired  by  such  pooling, 
and  that  the  commission  be  authorized  to  dissolve  such  pools  when- 
ever the  public  interest  may  so  require. 

Senator  Pomerene.  I  suppose  you  mean  "  dissolve  or  modify  "  ? 

Mr.  Freer.  Yes,  sir ;  perhaps  that  would  be  better  language.  The 
commission  should  be  given  clear  and  complete  authority  to  fix  the 
divisions  of  joint  rates,  whether  or  not  such  joint  rates  were  pre- 
scribed by  the  commission.  Section  15  of  the  act  to  regulate 
commerce  provides  that  the  commission  may  fix  the  divisions;  but 
there  is  some  question  whether  that  can  be  done  except  in  cases 
where  the  joint  rates  themselves  w^ere  fixed  by  the  commission.  The 
connnission  has  not,  apparently,  been  sure  about  that.  It  first 
said  it  could  not  fix  divisions  unless  it  had  prescribed  the  rates. 
Later,  in  the  case  of  the  Morgantown  &  Kingwood  Road,  in  West 
Virginia,  it  finally  exercised  authority  to  fix  the  division  of  the  rates, 
that  conclusion  having  been  reached  with  some  dissenting  opinions 
among  the  commissioners ;  and  we  think  it  should  be  made  clear  that 
they  have  the  authority  to  fix  all  divisions,  and  we  believe  that  that 
authority,  properly  exercised  by  the  commission,  would  be  of  consid- 
erable assistance  in  connection  with  the  so-called  weaker  roads. 

Senator  Cummins.  Mr.  Chairman,  I  would  like  very  much  to  hear 
Mr.  Freer,  but  I  am  compelled  to  be  in  attendance  upon  another  com- 
mittee this  morning;  it  is  imperative;  and  I  will  ask  you,  therefore, 
to  excuse  me.  Go  right  on,  and  I  will  be  able  to  read  what  Mr,  Freer 
says  afterwards. 

Mr.  Freer.  Our  next  recommendation  is  that  you  amend  the  fourth 
paragraph  of  section  15  of  the  act  to  regulate  commerce  eliminating 
the  provision  that  the  commission  may  not,  without  the  carrier's 
consent,  embrace  in  a  through  route  substantially  less  than  the  entire 
length  of  its  railroad  which  might  be  used  between  the  points 
served  by  the  new  through  route. 

Senator  Pomerene.  Just  state  that  again,  please,  Mr.  Freer? 

Mr.  Freer.  There  is  a  provision  in  the  fourth  paragraph  of  the 
present  section  15,  authorizing  the  commission  to  establish  new 
through  routes,  which  states  that  the  commission  may  not,  with- 
out the  consent  of  the  carrier,  require  it  to  embrace  in  a  through 
route,  so  established,  substantially  less  than  the  entire  length  of  its 
railroad.  For  example,  if  the  Baltimore  &  Ohio  and  the  Pennsyl- 
vania were  being  asked  to  establish  a  new  joint  route  between  Cincin- 
nati and  Pittsburgh,  the  Baltimore  &  Ohio  and  the  Pennsylvania 
intersect  and  connect  at  various  points  intermediate  between  those- 
two  cities.  Now,  this  qualification  there  in  that  paragraph  states 
that  in  establishing  that  route,  if  the  commission  found  it  in  the  in- 
terest of  the  public,  they  should  not  require  the  carrier  which 
initiated  the  business  to  take  less  than  the  longest  haul  which  it  could 
get  between  those  two  points.  We  think  that  qualification  or  restric- 
tion ought  to  lie  removed,  and  that  the  commission  should  be  given 
free  and  full  power  over  the  establishment  of  routes,  and  not  be 
limited  to  permitting  the  carriers  to  take  a  long  haul. 
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We  suggest  an  amendment  of  section  15  of  the  act  to  regulate  com- 
merce so  as  to  give  the  commission  authority  to  prescribe  minimum 
rates,  where  the  commission  finds  such  action  necessary  in  order  to 
remove  unjust  discrimination  or  to  correct  rates  found  to  be  so  low 
as  to  place  an  undue  burden  on  other  traffic. 

We  further  suggest  that  you  give  to  the  commission  authority  to 
regulate  the  issuance  of  railroad  securities  and  to  supervise  the  ex 
penditure  of  the  proceeds  thereof. 

That  you  confer  upon  the  commission  power  to  authorize  or  require 
extensions,  additional  facilities,  and  equipment  of  common  carriers, 
and  to  exercise  general  supervision  over  service,  operation,  and  main- 
tenance. 

That  you  authorize  the  Interstate  Commerce  Commission  to  coop- 
erate with  State  commissions  and  to  utilize,  where  practicable,  the 
services  and  facilities  of  the  State  commissions. 

That  you  enact  such  legislation  as  may  be  necessary  to  give  the  com- 
mission jurisdiction  to  fully  control  the  interchange  of  traffic  between 
i-ail  and  water  carriers,  the  establishment  of  joint  routes  over  such 
carriers,  and  to  prescribe  joint  rates,  and  the  divisions  thereof,  or  pro- 
portional rates  where  desirable,  in  order  to  encourage  the  development 
and  use  of  water  transportation  where  economical  and  in  the  public 
interest. 

We  do  not  favor  continuance  of  the  amendment  of  August  9.  1917. 
to  section  15  of  the  act  to  regulate  commerce,  which  requires  that 
schedules  of  rates  must  be  approved  by  the  commission  before  filing  by 
carriers.  We  advocate  initiation  of  rates  by  the  carriers,  subject  to 
the  suspension  power  of  the  commission,  as  now  embodied  in  section 
15.  That  amendment  to  which  I  refer,  which  we  do  not  favor  being 
continued,  is  the  one.  I  believe,  that  was  introduced  by  Senator  vSmith. 
of  Georgia,  and  which  expires  by  limitation  January  1,  1920  or  1921; 
I  do  not  recall  the  date.  It  requires  carriers  to  get  the  approval  of 
the  commission  before  the}^  can  change  a  rate.  We  favor  the  initia- 
tion being  left  with  the  carriers,  subject  to  the  suspension  power  of 
the  commission. 

In  connection  with  the  initiation  of  rates  by  the  carrier,  we  recom- 
mend that  the  commission  be  authorized  to  establish  such  machinery 
or  to  prescribe  such  procedure  as  may  be  deemed  desirable  to  provide 
for  publicity  by  the  carrier  of  contemplated  rate  changes,  and  for  con- 
ferences between  the  carriers  and  the  interested  public  before  tariffs 
are  filed,  in  order  to  prevent  unnecessary  litigation  before  the  com- 
mission and  to  minimize  the  demands  upon  the  commission  for  the 
exercise  of  its  suspension  power.  In  that  connection  I  would  say  that 
the  administration  established  certain  committees  which  have  been 
referred  to  by  others  here,  the  purpose  of  which  was  to  have  some 
conference  between  the  railroad  officers  and  the  shippers,  and  endeavor 
to  work  out  these  rate  changes  in  a  manner  to  avoid  disputes.  That 
was  done  as  an  aid  to  the  administration,  but  it  has  some  good  features 
which,  perhaps,  might  be  retained  under  the  control  of  the  Interstate 
Commerce  Commission. 

We  earnestly  insist  that  the  Federal  regulation  of  common  carriers 
be  vested  in  the  Interstate  Commerce  Commission  exclusively,  and  Ave 
object  to  legislation  investing  Federal  regulatory  authority  in  whole 
or  in  part  in  any  other  governmental  department  or  agency. 
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Senator  Po^ierene.  That  is,  yon  are  opposed  to  a  cabinet  position? 

Mr.  Freer.  Yes,  sir;  very  much  so.  We  do  not  advocate  legishition 
creating"  regional  commissions,  lielieving  that  the  Interstate  Commerce 
Commission  now  has  ample  power  to  establish  branch  offices  at  various 
points,  if  such  course  seems  desirable. 

Senator  Kellogg.  You  mean,  by  "  regional  commissions,"  commis- 
sions having  exclusive  jurisdiction  wdthin  a  region  ?  You  do  not  mean 
that  the  Interstate  Commerce  Commission,  if  it  has  not  now  the  power, 
shall  not  be  given  the  power  to  have  a  representative  in  each  State  or 
in  each  region  it  shall  create? 

Mr.  Freer.  Not  at  all.  Senator.  We  think  they  have  the  power. 
They  have  exercised  that,  in  a  way,  in  the  valuation  work.  They 
liave  opened  offices  in  various  sections  of  the  country  and  have  set  up 
machinery  there  which  is  subject  to  the  commission. 

Senator  Kellogg.  They  could  not  divide  themselves  up;  and  if 
they  needed  additional  men  to  send  out  there  as  subcommissioners. 
Congress  would  have  to  confer  the  power  upon  them  and  to  give 
them  the  compensation,  would  it  not  ? 

Mr.  Freer.  W^e  do  not  recommend  or  favor  subcommissions.  We 
do  say  that  if  it  is  found  in  the  interest  of  the  public,  or  that  it  will 
expedite  the  work  of  the  commission  to  have  a  branch  office  some- 
where, with  a  representative  of  the  commission  who  can  hear  cases, 
either  informally  or  formally,  and  then  submit  his  recommenda- 
tions to  the  Interstate  Commerce  Commission,  that  the  power  already 
exists  for  such  procedure.  In  other  words,  to-day  in  very  many  of 
these  cases  the  commission  sends  out  its  examiners  or  attorney- 
examiners  to  go  wherever  is  most  convenient  for  the  complaining 
parties,  and  they  hear  these  cases.  Now,  if  they  think  it  is  in  the 
public  interest  or  that  it  will  expedite  their  work,  they  might  very 
properly  establish  at  Chicago  or  at  Atlanta  or  some  other  central 
points  a  branch  office  of  the  commission,  with  that  very  type  of  men 
in  charge,  and  let  them  be  permanently  there  and  hear  these  things, 
as  they  now  hear  them,  except  that  if  those  offices  were  established 
it  might  be  of  further  advantage,  in  that  people  could  come  to  them 
with  informal  complaints  that  they  might  help  adjust,  and  thus 
prevent  formal  litigation. 

Senator  Robinson.  May  I  ask  if  in  the  declaration  of  your  organi- 
zation against  the  creation  of  Federal  regional  commissions  there  is 
implied  a  recommendation  for  the  exercise  by  the  State  commissions 
of  their  j^owers  with  reference  to  the  making  of  purely  intrastate 
rates  ? 

Mr.  Freer.  Yes,  sir.    I  come  to  that  a  little  later. 

Senator  Robinson.  Then  I  will  wait  until  you  get  to  it, 

Mr.  Freer.  It  is  the  very  next  thing.  Senator.  So  far  as  intra- 
state commerce  is  concerned,  we  recommend  that  no  legislation  be 
enacted  at  this  time  attempting  to  interfere  with  regulation  by  State 
authorities.  We  believe  that,  with  the  clarifying  of  the  situation  as 
the  result  of  the  Shreveport  and  other  cases,  the  Interstate  Connnerce 
Commission,  if  given  appropriate  authority,  can  work  out  plans 
under  which  conflicts  between  Federal  and  State  legislation  will 
largely  disappear. 

Senator  Robinson.  Did  you  hear  the  statement  made  yesterday 
by  Mr.  Bunn,  a  representative  of  the  railroads? 
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Mr.  Freer.  Yes;  I  heard  Mr.  Bimn's  statement. 

Senator  Robixson.  His  statement,  as  I  understood  it,  was  to  the 
effect  that  throughout  the  country  the  State-made  rates  on  intrastate 
traffic  are  approximateh^  oi^ly  two-thirds  of  the  rates  approved  by 
the  Interstate  Commerce  Commission,  or  the  rates  in  existence — I 
am  not  certain  which — for  interstate  traffic,  for  substantially  the 
same  haul? 

Mr.  Freer.  Senator,  I  do  not  think  that  statement  is  accurate  as 
to  the  entire  country. 

Senator  Eobinson.  That  is  the  reason  I  asked  you  the  question. 

Senator  Kellogg.  I  think  he  confined  it  to  the  West,  Northwest, 
and  Southwest. 

Mr,  Freer.  Mr.  Bunn  is  from  the  Northwest,  and  I  think  it  is 
probably  true  as  to  the  section  with  which  he  is  more  familiar. 

Senator  Robiisson.  I  think  he  was  asked  the  question  whether  it 
was  a  general  condition  or  mereh'  a  local  one,  and  he  made  the 
statement  that  from  the  investigation  he  had  made  the  condition  was 
general  throughout  the  country.  I  am  not  sure  that  he  made  that 
statement,  but  I  inferred  that. 

Mr.  Freer.  My  experience  would  not  lead  nie  to  assent  to  that. 

Senator  Robiksox.  You  have  made  an  investigation  of  it? 

Mr.  Freer.  No  ;  I  would  not  say  I  have  made  an  investigation  of 
it.  The  conditions  vary.  Take  Ohio,  for  example,  where  I  live, 
there  is  no  conflict  between  the  State  and  Federal  authorities,  and 
there  has  been  but  very  little.  Our  State  and  interstate  rates  are 
substantially  on  the  same  level:  and  whenever  the  railroads  have 
suggested  some  change  in  their  rides  or  charges,  they  have  appeared 
before  the  State  commission  and  before  the  Interstate  Commerce 
Commission,  and  there  has  not  been  any  conflict. 

Senator  Robinson.  Do  you  think,  as  the  representative  of  your 
organization,  that  the  discrepancies  between  State-made  rates  and 
Federal-nuide  rates  are,  on  the  whole,  such  as  to  impose  on  inter- 
state commerce  an  undue  or  unfair  burden?  That  was  the  gist  of 
Mr.  Bunn's  argument,  as  I  understood  it. 

Mr.  Freer.  I  would  say.  Senator,  that  that  is  true  as  to  certain 
parts  of  the  country.  I  think  it  is  particularlj^  true  where  the  rates 
are  made  by  the  legislature. 

We  had  in  Ohio,  for  example,  an  old  statute  w^hich  was  in  existence 
long  before  any  of  us  were  born,  which  attempted  to  fix  a  basis  for 
freight  rates.  It  was  a  very  awkward  arrangement,  because  it  was 
made  before  there  was  a  classification  of  freight.  It  undertook  to 
fix  a  rate  of  5  cents  per  ton  per  mile  for  all  freight  where  the  distance 
hauled  was  30  miles  or  more.  Then,  recognizing  that  some  freight 
was  heavy  and  some  was  light,  they  undertook  to  classify  it  by  say- 
ing that  if  the  character  of  the  freight  was  such  that  you  could 
not  load  the  full  tonnage  capacity  of  the  car,  then  you  could  charge 
such  rate  as  would  be  equivalent  to  this  5  cents  per  ton  per  mile  on 
the  full  capacity  of  the  car.  That  law  had  been  there  for  years  and 
years  and  the  railroads  thought  it  ought  to  be  repealed,  and  people 
like  myself,  representing  shippers,  joined  them  in  asking  the  legis- 
lature to  repeal  it,  and  that  was  done.  We  took  the  stand  that,  re- 
gardless of  whether  it  was  a  reasonable  statute  or  otherwise,  when 
the  State  created  a  utilities  commission  all  these  other  things  were 
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unnecessary  and  should  be  wiped  out,  because  the  State  commission 
could  deal  with  the  rate  situation  from  time  to  time  as  conditions 
warranted,  while  a  statute  was  inflexible. 

Senator  Egbinson.  What  I  am  interested  to  know,  if  you  pleas**, 
is  whether  you  think  the  conditions  arising  by  reason  of  the  mul- 
tiplicity of  sovereignties  that  now  make  rates — the  discrepancies  in 
the  rates  that  are  made — justify  the  adoption  of  some  system  vesting 
in  a  central  authority  the  making  of  all  rates? 

Mr.  Freer.  I  do  not  feel  that  way.  Senator.  We  recognize  that 
there  are  a  lot  of  things  that  the  State  commissions  can  do. 

Senator  Eobinson.  Do  you  recognize  that  those  difficulties  are 
such  as  to  require  some  remed}^  ? 

Mr.  Freer.  We  do  not  think  so  at  this  time.  We  feel  that  there  has 
been  quite  a  clearing  up  of  the  atmosphere,  and  that  the  Interstate 
Commerce  Commission  has  suggested  certain  things  which  will  per- 
mit it  to  cooperate  with  these  State  commissions  and  to  work  out  some 
plan.  Our  suggestion  is  that  at  the  present  time  there  should  be  no 
legislation  on  that.  Let  us  see  what  will  result  from  these  decisions 
of  the  Supreme  Court  and  from  the  machinery  which  the  Interstate 
Commerce  Commission  asks  that  it  be  permitted  to  try  out,  and  then 
if  that  does  not  remove  these  difficulties  and  they  grow  worse — 
although  we  think  they  will  grow  better— there  is  still  time  to  make 
a  change  later. 

Senator  Eobinson.  You  recognize,  then,  that  the  railway  problem 
is  something  of  a  progressive  one,  and  that  everything  about  it  can 
not  be  solved  at  once  ? 

Mr.  Freer.  Yes.  I  have  not  suggested  this  as  permanent  legisla- 
tion. I  think  we  will  find,  as  time  goes  on,  that  we  will  have  to 
modify  it  and  patch  it  up  and  round  it  out. 

Senator  Kellogg.  It  was  stated  here  the  other  day  by  somebody — 
and  I  am  not  vouching  for  the  accuracy  of  it — that  there  are  13  or  14 
States  now  having  statutory  rates  to  a  greater  or  less  extent  which 
are  very  much  below  the  rates  established  by  the  Federal  Eailroad 
Administration.  For  instance,  among  those  rates  are  2-cents-a-mile 
passenger  rates;  and  then  it  was  stated  here  yesterday  by  Mr.  Bunn 
that  North  Dakota  had.  within  a  few  days,  passed  a  statute  fixing 
all  rates  within  the  State  at  about  50  per  cent  of  the  interstate  rates, 
and  that  there  were  other  states  where  such  legislaion  was  being  con- 
sidered. Now.  do  you  think  that  a  system  that  permits  generally 
intrastate  rates  that  are  lower  than  the  interstate  rates  is  right  in  and 
of  itself? 

Mr.  Freer.  No,  Senator ;  I  can  not  say  that  that  is  the  proper  thing. 

Senator  Kellogg.  Senator  Eobinson  may  be  correct,  but  I  do  not 
remember  that  Mr.  Bunn  said  that  was  the  condition  all  over  the 
country. 

Mr.  Freer.  I  did  not  so  understand  him. 

Senator  Kellogg.  I  understood  him  to  say  that  in  the  Northwest 
and  Southwest  they  were,  generally  speaking,  lower. 

Mr.  Freer.  I  understood  he  was  speaking  particularly  of  the  terri- 
tory west  of  the  Mississippi  Eiver. 

Seriator  Kellogg.  Yes.  I  realize  the  advantage  of  having  local 
commissions  in  local  contact  with  the  railroads;  but  what  do  you  say 
to  the  suggestion  that  if  the  Interstate  Commerce  Commission  finds  a 
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body  of  rates  in  a  State  that  are  unfair  or  which  do  not  compare  with 
the  body  of  interstate  rates  they  shall  have  final  power  to  supervise 
them? 

Mr.  Freer.  We  believe  that  they  have  authority.  Senator. 
Senator  Kellogg.  But  the  Supreme  Court  says  they  have  not  the 
power,  unless  they  can  show  that  the  particular  rate  is  discriminatory 
against  a  person  or  a  place ;  that  that  must  be  shown ;  that  the  fact 
that  the  body  of  the  State  rates  is  lower  than  the  body  of  the  inter- 
state rates  is  not,  of  itself,  a  discrimination.  Now.  there  is  the  point 
that  is  bothering  me. 

Mr.  Freer.  In  other  words,  the  limitations  which  the  Supreme 
Court  has  placed  in  the  Illinois  case  and  in  the  Dakota  express  case  ? 
Senator  Kellogg.  Yes. 

Mr.  Freer.  On  the  principle  Mhich  they  announced  in  the  Shreve- 
port  case  ? 

Senator  Kellogg.  Yes.  It  must  be  shown  and  found  by  the  com- 
mission that  the  particular  rate  discriminates  against  a  person  or 
place. 

Mr.  Freer.  I  recognize  those  difficulties. 

The  Chairman.  Do  you  not  believe  that  if  Congress  gives  the 
Interstate  Commerce  Commission  the  power  to  determine  whether  or 
not  the  body  of  the  intrastate  rates  is  not  in  accord  with  the  general 
level  of  the  interstate  rates,  that  then  you  have  practically  abolished 
all  intrastate  participation  in  the  rates,  because  if  they  are  subject  to 
review  and  correction  in  order  to  bring  them  on  the  same  level,  is 
not  that  tantamount  to  giving  the  Interstate  Commerce  Commission 
entire  power  over  the  whole  rate  structure  and  abolishing  your  intra- 
state power  ? 

Mr.  Freer.  Yes,  Mr.  Chairman;  except  that  they  still  could,  per- 
haps, adjust  differences  here  and  there  and  distribute  things  through- 
out the  State  and  make  some  minor  changes. 

The  Chairman.  It  would  practically  be  eliminated  ? 
Mr.  Freer.  As  to  control  over  the  rates,  as  a  body,  they  would  have 
none. 

The  Chairman.  I  want  to  ask  you  one  question  having  to  do  prac- 
tically with  the  shippers.  Is  it  your  opinion  that  the  existence  of  the 
State  commissions,  as  now  related  to  the  Interstate  Commerce  Com- 
mission, would  be  more  productive  of  or  would  enhance  the  business 
of  the  country  and  help  to  develop  it  more  than  to  have  the  Interstate 
Commerce  Commission  decide  all  these  rate  questions? 

Mr.  Freer.  We  belie\e  so.  Mr.  Chairman,  and  we  would  like  to 
see  the  State  commissions  continued. 

The  Chairman.  Do  you  believe  that  their  continuance  would  be 
promotive  of  business  and  development  in  the  country,  without  detri- 
ment to  the  general  shipping  public? 

Mr.  Freer.  I  think  so,  as  a  whole.  Of  course,  there  have  been  and 
are  to-day  some  sections  of  the  coimtry  where  that  does  not  appear  to 
be  the  case;  but,  taking  the  country  as  a  whole,  we  tliink  the  State 
commissions  are  of  great  value  and  can  be  made  more  valuable.  I 
think  one  mistake,  perhaps,  that  the  Railroad  Administration  has 
made — speaking  from  my  individual  point  of  view — is  that  it  did 
not  get  the  cooperation  or  accept  the  help  of  the  State  connnissions  in 
working  out  its  plan  of  administering  the  railroads:  and  I  believe 
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that  in  some  sections  the  railroads  have  unnecessarily  antagonized  the 
State  commissions  and  ignored  them,  and  I  suppose  the  commis- 
sioners on  those  State  bodies  are  human,  and  that  they  rather 
resent  that ;  but  my  own  experience  in  the  territory  east  of  the  Mis- 
sissippi River  is  that  we  have  not  had  any  great  troubles  in  that 
respect.  Cincinnati,  as  you  probably  know,  is  just  across  the  river 
from  the  State  of  Kentucky,  and  it  is  only  a  few  miles  from  the 
Ohio-Indiana  State  line,  and  we  are  in  a  situation  where  we  might  be 
expected  to  encounter  considerable  difficulty  on  account  of  State  regu- 
lations ;  but  such  has  not  been  our  experience.  When  we  have  found 
conflicts  between  the  interstate  rates  from  Cincinnati  to  points  in 
Kentucky  or  Indiana  and  the  intrastate  rates  within  Kentucky  or 
Indiana,  we  have  never  had  great  difficulty  in  getting  such  matters 
adjusted  in  reasonable  time  and  with  reasonable  satisfaction. 

The  Chairman.  The  reason  I  asked  you  that  question  was  that  there 
were  certain  intrastate  rates  that  had  been  fixed  for  the  purpose  of 
promoting  development  in  manufacturing  enterprises  and  other  in- 
dustrial developments,  on  which  the  short  haul  was  extremely  low 
the  intrastate  railroads  agreeing  or  consenting,  because,  after  the  com- 
pletion or  establishment  of  these  industries,  the  long  haul  on  the  prod- 
ucts would  offset  any  loss  that  they  might  sustain  in  the  short  haul 
on  these  materials,  for  the  purpose  of  building  up  the  enterprise:  but 
General  Order  No.  28  took  charge  of  all  these  rates  and  in  some  in- 
stances raised  them  as  much  as  600  per  cent.  Have  you  not  found 
that  that  has  had  a  tendency  to  stop  industrial  development? 

Mr.  Freer.  The  effect  of  that,  Senator,  was  not  so  apparent  in  our 
section,  because  a  good  many  of  the  industries  which  were  probably 
most  vitally  affected  by  some  of  those  things  had  been  classed  as  non- 
essentials and  were  not  able  to  go  ahead  anyhow.  I  have  in  mind  in 
our  State  the  sand,  gravel,  and  road  construction  nuiterial  men.  They 
felt  that  their  rates  were  not  on  the  proper  basis  under  the  director 
general's  order,  but  it  did  not  concern  them  so  much  just  at  that 
tune,  because  they  could  not  do  any  business  anyhow.  But  I  think  this 
is  true,  Mr.  Chairman:  That  the  railroads,  in  their  individual  opera- 
tions, have  done  a  great  many  things  to  encourage  the  development  of 
the  country  tributary  to  them,  and  I  have  always  felt  that  that  was 
a  very  proper  course  for  them  to  take  in  building  up  the  communities, 
from  which  they  hoped  later  to  secure  traffic.  The  director  general, 
operating  the  railroads  for  the  United  States  Government,  probably 
felt — and  I  think,  perhaps,  I  would  have  felt  that  way,  too — that  it 
was  hardly  his  province  to  undertake  to  do  things  for  the  building 
up  of  particular  sections  of  the  country.  I  think  that  is  one  of  the 
things  which  perhaps  influenced  us  to  feel  that  we  would  like  to  have 
the  railroads  under  corporate  control. 

The  Chairman.  That  is  the  very  point  I  was  making,  about  a  cen- 
tral Interstate  Commerce  Commission  having  jurisdiction  not  only  of 
the  interstate  but  of  the  intrastate  rates.  Would  not  they  be  more  or 
less  affected  by  the  general  view,  rather  than  taking  cognizance  of  the 
local  view,  and  thereby  arresting  the  development  locally? 

Mr.  Freer.  That  is  true,  of  course,  that  there  is  a  tendency  under 
one  authority  over  the  whole  body  of  rates  to  get  to  a  mileage  scale 
basis  and  to  have  everything  inflexible  and  in  the  interest  of  uni- 
formity. 
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The  Chairman.  Mr.  Freer,  have  3^011  anything  further? 

Mr.  Freer.  I  had  finished  the  specific  recommendations  that  we 
want  to  make,  and  I  desire  to  offer  just  a  few  observations,  and  then 
I  will  be  through,  unless  there  are  some  questions  to  be  asked. 

I  understand  that,  in  substance,  our  recommendations  as  I  have  out- 
lined them  to  you  are  substantially  in  accord  with  those  which  Com- 
missioner Clark  presented  on  behalf  of  the  Interstate  Commerce  Com- 
mission, except  that  he  did  not  undertake  to  suggest  through  what  gov- 
ernmental agency  the  regulating  power  should  be  exercised,  while  we, 
of  course,  do. 

I  want  to  say  that  when  we  considered  this  subject  and  reached  our 
conclusion  we  had  not  seen  Mr.  Clark's  recommendations,  nor  had 
we  had  the  benefit  of  the  views  of  any  of  these  interests  that  have 
appeared  before  you,  excepting  that  we  had  been  consulted  by  Mr. 
Warfield.  He  had  shown  us  the  skeleton  of  the  plan  which  he  has 
presented  and  asked  our  suggestions,  and  we  appreciated  that  very 
much,  although  from  our  standpoint  we  did  not  feel  that  we  could 
enter  into  that  phase  of  the  situation.  We  left  that  to  the  investors 
and  the  people  who  are  versed  in  financial  matters.  "We  are  just  plain 
shippers. 

While,  as  I  say,  we  did  not  have  the  benefit  of  any  of  these  views, 
excepting  Mr,  AVarfield's,  our  later  knowledge  of  the  views  that  have 
been  presented,  as  we  have  gained  that  knowledge  through  press  re- 
ports, has  not  changed  our  attitude  in  the  matter.  In  a  general  way, 
I  would  say  that  we  do  not  suggest  or  favor  any  radical  change  in 
the  governmental  policy  toward  these  common  carriers.  We  have 
offered  what  we  believe  are  logical  steps  toward  rounding  out  our 
present  system  of  regulation. 

The  Chairman.  Have  you  5^our  data  so  that  you  could  submit  it 
for  the  record  without  reading,  it? 

Mr.  Freer.  No  ;  but  I  have  completed  everything  now  except  one 
or  two  little  statements  that  I  want  to  make. 

The  Chairman.  The  reason  I  asked  you  that  is  that  there  are 
others  whom  we  have  promised  to  give  a  hearing  to-day. 

Mr.  Freer.  It  will  only  take  me  about  three  minutes  to  conclude 
what  I  have  to  say. 

We  are  confident  that  the  people  of  this  country  do  not  want  Gov- 
ernment ownership  nor  any  extension  of  the  period  of  Government 
operation;  and  we  do  not  think  that  the  committee  should  heed  the 
suggestion  that  has  been  made,  as  I  understand,  by  some  persons, 
that  there  should  be  an  extension  of  this  Government  operation  be- 
cause it  has  not  had  a  fair  test.  We  do  not  think  that  should  appeal 
to  you,  because,  as  we  understand  it,  the  people  of  this  country  never 
would  have  consented  to  turning  the  railroads  over  to  the  Govern- 
ment for  operation  except  as  a  war  measure.  They  were  not  willing 
then  and  they  are  not  willing  to-day  that  it  be  tried  merely  to  dem- 
onstrate whether  it  is  better  or  worse  than  corporate  control. 

Senator  Pomerene.  In  other  words,  your  position  is  this,  that  con- 
ceding that  there  should  be  certain  changes  in  the  law,  a  part  of 
which  you  have  referred  to,  it  would  be  just  as  wise  to  try  these  new 
changes  under  private  ownership  as  it  would  be  under  some  Federal 
control  ? 
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Mr.  Freer.  We  think  it  would  be  better,  Senator.  We  admit  that 
the  administration  has  not  had  this  control  over  the  railroads  under 
the  most  favorable  conditions;  they  have  been  quite  unfavorable; 
and  I  am  quite  confident  that  the  present  Director  General  and  his 
staff  will  be  able  to  work  out  improvements  and  remove  a  good  deal 
of  the  criticism  and  complaints  that  resulted  from  the  first  year's 
operation;  but  that  does  not  alter  our  opinion  in  the  least.  We  are 
talking  about  the  principle  of  the  thing  and  not  about  the  adminis- 
tration of  the  system.  We  think  the  system  is  all  wrong,  and,  no 
matter  how  ably  or  considerately  some  Director  General  or  his  staff 
may  administer  the  present  law,  we  think  the  system  ought  to  be 
abandoned. 

Now,  as  I  have  said  before,  we  think  the  public  is  overwhelmingly 
against  any  extension  of  time  of  Government  operation  and  also 
against  Government  ownership.  Even  if  that  were  not  so,  and  if  half 
the  people  wanted  it  and  half  did  not,  we  think  it  would  still  be  the 
part  of  wisdom  to  continue  under  our  old  policy,  because  if  we  take 
the  other  step  we  can  never  retrace  it ;  while  if  we  go  ahead  and  try  to 
round  out  and  improve  our  old  regulating  policy,  we  can  always  go 
to  the  other  course,  if  it  becomes  necessary,  at  some  future  time. 

Now,  just  as  an  illustration  of  the  way  the  people  seem  to  be  view- 
ing this  all  over  the  country,  I  can  cite  our  own  case.  We  took  a 
referendum  vote  in  the  Cincinnati  Chamber  of  Commerce,  and  that 
vote  included  not  only  the  railroads,  which  are  being  considered  here, 
but  the  wire  companies.  The  report  I  have  from  the  president 
shows  that  the  vote  was  10  to  1  against  Government  ownership  or 
continued  Government  operation  of  the  railroads  and  7^  to  1  against 
Government  operation  of  the  systems  of  wire  communication.  I 
think  that  reflects  pretty  accurately  the  sentiment  throughout  the 
country.  I  think  we  appreciate  some  of  the  difficulties  confronting 
the  director  general  under  the  limited  tenure  of  control,  but  I  can 
not  see  in  what  way  an  extension  of  time  can  possibly  lessen  them. 
Presumably  they  would  be  greater  at  the  close  of  the  extended  period 
than  they  are  now.  Regardless  of  the  length  of  time  of  Government 
control  these  difficulties  would  be  present  whenever  we  approached 
the  time  for  relinquishment  of  control.  However,  because  these  diffi- 
culties are  real  and  make  it  impossible  for  the  director  general  or  for 
the  railroad  corporations  to  make  plans  for  the  future,  we  especially 
urge  early  settlement  of  the  question.  Definite  announcement  of  the 
Government  policy  with  respect  to  future  disposition  of  these  prop- 
erties and  ending  the  present  uncertainty  in  that  regard  will  relieve 
the  situation  to  a  degree,  even  if  additional  legislation  is  to  be  enacted. 
The  public  is  deeply  interested  in  this  phase  of  the  question,  not  only 
as  users  of  the  transportation  service  but  because  delay  in  settling 
the  transportation  problem  will  undoubtedly  retard  reconstruction 
work  in  other  lines  of  industry. 

The  Chairman.  Have  you  finished  your  memorandum  now? 

Mr.  Freer.  I  have  finished  everything  I  care  to  say. 

Senator  Pomerene.  You  have  referred  to  the  fact  that  the  Rail- 
road Administration  did  not  confer  with  the  State  commissions  as 
being  jne  of  the  causes  of  dissatisfaction.  Heretofore,  as  I  under- 
stand, as  between  the  Public  Utilities  Commission  of  Ohio  and  the 
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Interstate  Commerce  Commission,  there  have  been  constant  confer- 
ences when  it  came  to  questions  of  rate  or  classification? 

Mr.  Freer.  I  would  not  say  there  have  been  constant  conferences, 
but  the  railroads  have  appeared  before  our  commission  in  Ohio. 
They  have  shown  our  commission  in  Ohio  considerable  respect;  and 
the  commission,  in  turn,  has  treated  them,  I  think,  very  consider- 
ately. They  have  appeared  before  the  State  commission  and  said, 
"  Here  is  something  we  want  to  do ;  we  are  presenting  it  to  you  now, 
and  we  are  also  presenting  it  to  the  Interstate  Commerce  Commis- 
sion, and  we  think  whatever  action  is  taken  ought  to  be  consistent 
and  uniform."'  Now,  in  that  way  we  have  had  no  difficulty  of  any 
consequence  on  that  issue. 

Senator  Pomerene.  And  it  is  your  judgment,  is  it,  that  the  Inter- 
state Commerce  Commission,  Avith  its  organization  and  its  experi- 
ence in  rate  making  and  classification  of  traffic,  is  quite  as  well 
equipped  to  perform  that  Avork  as  a  new  committee  or  new  power 
which  might  be  organized  under  the  railroad  director? 

Mr.  Freer.  We  think  it  is  better  equipped.  Senator. 

The  Chairman.  Very  Avell,  Mr.  Freer.  We  are  much  obliged  to 
you.  I  have  had  a  communication  from  some  members  of  the  com- 
mittee that  Mr.  Morton  Avants  to  be  heard  for  five  minutes. 

STATEMENT  OF  MR.  EARL  H.  MORTON. 

Mr.  Morton.  At  the  request  of  the  members  of  the  Order  of 
Railroad  Station  Agents,  of  Avhich  I  am  president,  which  includes  a 
great  many  of  the  representative  so-called  supervisory  agents,  I  am 
appearing  before  you  to  indorse  the  plan  advocated  by  Director 
General  Hines  and  his  predecessor,  William  G.  McAdoo,  for  an 
extension  of  at  least  three  years  and  not  more  than  five  years  of 
Government  control.  As  the  members  of  our  organization  are  the 
connecting  link  betAveen  all  the  department  heads  of  the  railroads 
they  serve  and  the  general  public,  like  the  fingers  of  the  hand  they 
reach  out  to  the  traveling  and  shipping  public,  and  upon  their  effi- 
ciency and  good  management  depends  to  a  very  large  degree  the 
success  and  popularity  of  the  transportation  system  which  they 
represent. 

We  agree  with  the  director  general  when  he  suggests  that  the  rail- 
roads either  be  turned  back  at  the  earliest  possible  date — say,  on  or 
before  July  1,  1919 — or  else  the  period  of  control  be  extended  for 
a  sufficient  term  of  years  to  stabilize  the  entire  structure  of  trans- 
portation. Such  extension,  Ave  believe,  Avould  create  a  feeling  of  con- 
fidence on  the  part  of  the  OAvners,  operators,  and  employees,  as  well 
as  giA'e  the  traveling  and  shipping  public  some  feeling  of  certainty 
as  to  the  plan  on  Avhich  this  A'ery  important  business  is  to  be  con- 
ducted. 

We  oppose  the  plan  of  permanent  (lOverniucMit  ownorslni)  and  the 
operation  of  the  railroad  systems  on  a  proHt-sharing  basis.  Wo  be- 
lieve it  Avould  have  a  tendency  to  forever  destroy  the  incentive  Avhich 
leads  to  the  jjromoting  and  extending  of  various  systems  of  trans- 
portation, which  after  all  are  the  very  life-blood  of  groAvth  and 
prosperity  of  this  country;  and  as  far  as  concerns  profit-siiaring 
systems  of  Avhich  we  have  any  knoAvledge.  Avhicli  liave  thus  far  been 
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tried,  they  have  proven  detrimental  to  the  interest  of  the  employees; 
in  other  Avords,  have  shown  the  truth  of  the  ancient  saw,  "Beware 
of  the  Greeks  when  they  come  bearing  gifts." 

We  further  believe  that  all  organized  labor  conducted  along  the 
right  lines  is  most  successful  in  the  good  old-established  method  of 
conducting  its  affairs  through  collective  bargaining  with  their  em- 
ployers, and  any  system  advocated  which  would  have  a  tendency  to 
break  down  or  destroy  the  powerful  and  conservative  organization 
of  labor  in  our  country  would  remove  from  our  midst  the  most  poAver- 
ful  bulwark  that  we  now  have  between  our  ideals  built  up  in  the  past 
135  years,  wliich  have  produced  the  finest  race  of  people  on  which  the 
sun  ever  shone,  exemplified  by  their  deeds  recently  in  Europe.  The 
removing  of  this  bulwark  which  maintains  and  stands  for  our  sys- 
tem of  right  living  would  place  us  in  danger  of  all  the  terrors  of 
Bolshevism,  Socialism,  and  I.  W.  W.ism. 

Any  form  of  profit-sharing  yet  devised  we  sincerely  believe  would 
work  out  harmfully  to  the  great  middle  class.  A  five-year  control  of 
all  railroad  systems — because  we  believe  that  every  one  of  the  present 
existing  short  lines  should  be  taken  in,  for  the  reason  that  they  all 
serve  their  connnunities,  who  depend  to  a  great  extent  for  their  pros- 
perity and  success  upon  their  established  systems  of  transportation — 
would  result  in  stabilizing  and  extending  the  rail  transportation ; 
would  encourage  and  start  the  development  of  the  inland  water  sys- 
tems of  transportation;  would  have  the  effect  of  stabilizing  all  in- 
dustries which  furnish  material  for  tlie  maintenance  and  upkeep 
of  the  railroad  systems ;  would  at  least  offer  a  very  important  avenue 
for  the  absorption  of  a  large  number  of  the  unemployed  men,  which 
for  the  next  two  years  Avill  be  one  of  our  greatest  problems;  Avould 
i-emove  this  question  as  an  issue  from  the  next  political  campaign; 
would  establish  in  the  minds  of  the  shippers  and  traveling  public 
some  stabilization  of  the  present  rate  system  which  would  permit 
them  to  make  their  calculations  accordingly;  would  provide  under 
normal  conditions  by  1920  a  fair  surplus,  part  of  which  might  be 
used  to  reduce  some  rates  where  there  seems  to  be  a  hardship. 

Finalh^,  according  to  figures  Avhich  have  been  published  in  the 
Railway  Age  from  time  to  time  about  Government-owned  railroads 
of  the  European  countries,  this  one  fact  seems  to  stand  out  very 
clearW,  that  the  American  railroads,  in  comparison  with  foreign 
Government-owned  railroads,  have  been  operated  Avith  the  smallest 
number  of  employees  per  mile  of  any  transportation  systems  in  the 
world.  In  1916.  according  to  Railway  Age  statements,  we  averaged  7 
employees  for  every  mile  of  railroad  operated;  France  averaged  12 
employees  per  mile;  the  Inter- Colonial  of  Canada,  a  government- 
owned  railroad,  18  employees  per  mile;  the  Australian  government- 
owned  railroads,  since  the  adoption  of  the  6-hour  day,  14  employees 
per  mile;  and  the  supposedly  efficiently  handled  government  rail- 
roads of  Germany  averaged  16  employees  per  mile.  This  adds  greatly 
to  the  overhead  charges  of  government-owned  railroads  and  is,  we 
believe,  a  convincing  argument  based  on  the  experience  of  other 
countries  against  government  ownership  of  railroads  in  our  country. 

Seniitor  Kellogg.  You  do  not  agree  with  Mr.  Garretson  about 
government  ownership? 

Mr.  Morton.  No,  sir. 
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Senator  Kellogg.  How  many  men  are  employed  in  your  business? 

Mr.  ]MoRTON.  About  54,000.  We  have  only  about  4,000  in  our 
order,  representing  every  section  of  the  country. 

Senator  Pomerene.  With  what  company  are  you  associated? 

Mr.  Morton.  Twenty-nine  of  the  railroad  companies. 

Senator  Pomerene.  But  you  individually,  I  mean  ? 

Mr.  Morton.  With  what  company  was  I  associated? 

Senator  Pomerene.  Yes. 

Mr.  Morton.  With  the  Boston  &  Maine. 

Senator  Pomerene.  And  where  is  your  home  ? 

Mr.  Morton.  Boston. 

Senator  Pomerene.  How  long  have  you  lived  there? 

Mr.  Morton.  About  24  years,  except  that  I  have  done  a  great  deal 
of  traveling  in  the  last  10  years,  back  and  forth  across  the  country. 
At  the  i^resent  time  my  headquarters  are  in  Washington.  Are  there 
any  other  questions  ? 

The  Chairman.  Xo  other  question.  Now.  Mr.  Coyle.  representing 
the  Brotherhood  of  Rjiilroad  Station  Employees,  was  to  be  given  five 
minutes. 

STATEMENT  OF  MR.  P.  J.  COYLE. 

Mr.  Coyle.  1  am  grand  president  of  the  Brotherhood  of  Railroad 
Station  Employees,  and  my  address  is  40  Holland  Building,  27  Hay- 
mai'ket  S(juare.  Boston.  Mass.  Our  organization  merely  wants  to  be 
recorded  as  indorsing  the  Director  (General's  request  for  a  five-year 
extension  of  government  control  of  the  railroads,  in  which  time  we 
believe  some  permanent  solution  of  the  problem  can  be  worked  out: 
but  we  have  not  taken  any  action  on  any  of  the  various  plans  which 
have  been  presented  liere.  I  am  merely  conveying  to  the  committee 
the  indorsement  and  the  belief  of  oui-  members  that  tlie  Director  Gen- 
eral's request  for  a  five-year  extension  of  government  control  would 
be  for  the  best  interests  of  the  country  generally,  and  for  the  railroad 
employees  in  particular. 

The  Chairman.  How  many  do  you  represent? 

Mr.  CcnLE.  Fifteen  thousand  employees. 

Senator  Kellogg.  Are  you  for  Government  ownership  or  not? 

Mr.  CoYLK.  That  is  a  larire  question,  and  T  am  not  quite  clear  in 
my  own  mind  as  to  just  what  Avoiild  l)e  the  best  solution  of  it:  but, 
as  between  Government  ownership  or  operation  and  the  system  of  op- 
eration oF  the  railroads  which  we  have  had  in  the  past,  I  should  say 
that  Government  ownership  and  operation  would  be  preferable. 

Senator  Kellogg.  Suppose  some  other  system  were  adopted  under 
private  ownership,  would  you  be  for  Government  ownership  then? 

Mr.  CoYLE.  As  I  say.  I  am  not  clear  on  that  subject  as  to  which 
would  be  the  best,  although  T  am  rather  inclined  to  believe  that 
Government  ownership  and  operation  of  the  transportation  systems 
of  the  country  is  the  final  solution. 

Senator  Kellogg.  For  a  good  many  years  I  had  a  pretty  wide  ac- 
quaintance with  railroad  men — -T  uiean  conductors,  engineers,  and 
their  organizalions— and  up  until  the  last  two  years  T  do  not  reuieui- 
ber  any  of  tlieiu  having  been  for  (jo\  (Minncnt  owuershij).  do  you? 
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Mr.  CoYLE.  I  presume  that  in  the  past  the  conductors  and  brake- 
men,,  engineers,  and  other  employees  in  that  category  possibly  to  a 
large  extent  were  not  in  favor  of  Government  operation  of  railroads. 

Senator  Kellogg.  I  do  not  say  that  some  of  them  were  not,  but 
generally  speaking,  they  were  not. 

Mr.  CoYLE.  That  is  what  I  say ;  as  a  general  thing,  they  were  not. 

Senator  Kellogg.  Now,  \\  hat  I  want  to  know  is  what  has  changed 
their  minds? 

Mr.  CoYLE.  I  do  not  know  what  changed  their  minds,  but  the  class 
of  employees  which  I  represent  is  entirely  different,  and  their  experi- 
ence with  railroad  managements  in  the  past  has  been  of  a  different 
character,  in  a  great  many  cases,  than  the  experience  of  the  men  of 
whom  3'ou  speak,  mainly,  I  believe,  from  the  fact  that  they  did  not 
show  a  proper  interest  in  their  own  protection,  and  were  not  organ- 
ized to  an  extent  to  enable  them  to  protect  their  own  interests,  and 
they  were  exploited  to  a  large  degree  by  a  great  many  railroad  cor- 
porations by  working  them  long  hours  at  excedingly  low  wages ;  and, 
for  that  reason,  they  might  have  had  a  viewpoint  on  the  question  of 
Government  ownership  different  from  the  engineer  and  the  conduc- 
tor, who,  through  his  intelligence  and  combining  with  his  felloAvs, 
was  able  to  better  protect  his  interests. 

Senator  Kellogg.  That  is  all. 

Senator  McLean.  Are  you  prepared  to  give,  very  briefly,  your  rea- 
sons for  favoring  the  five-year  extension  requested  by  the  Director 
General  ? 

Mr.  Coyle.  My  principal  reason  is  this :  That  prior  to  the  Govern- 
ment taking  over  the  railroads,  take  the  freight  handler,  for  instance, 
who  is  a  day  laborer  working  pretty  hard,  and  I  think  his  general 
average  hourly  rate  of  pay  was  from  15  cents  an  hour  to  possible  26^ 
cents,  and,  in  some  isolated  cases,  29  cents;  and  under  the  prevailing 
conditions  of  the  cost  of  living,  etc.,  in  the  various  sections  through- 
out the  country,  it  was  impossible  for  men  to  live  and  maintain 
families  under  those  rates  of  pay.  It  was  also  practically  impossible 
at  the  time  the  Government  took  the  railroads  over  for  the  railroads 
to  operate  their  freight  houses  at  the  rates  they  were  paying;  they 
could  not  get  the  men. 

Now,  the  rates  to-day  for  freight  handlers  throughout  the  entire 
country  run  from  a  minimum  rate  of  32  cents  an  hour  to  a  maximum 
of  43  cents;  and  in  view  of  all  that  has  been  said  in  a  great  many 
quarters  about  exorbitant  rates  paid  by  the  Government,  I  do  not  be- 
lieve that  43  cents  an  hour  for  a  man  who  is  working  hard  pushing  a 
truck,  loading  and  unloading  freight,  is  an  exorbitant  rate;  it  is, 
however,  a  rate  which  enables  the  men  to  get  along  a  great  deal  bet- 
ter than  they  were  getting  along  under  15  cents  and  17|  cents  an  hour. 

Senator  McLean.  I  think  everj'^body  will  agree  with  you.  I  think 
it  is  generally  conceded  that  the  wages  of  the  stationary  men  have 
been  low  in  proportion  to  the  wages  paid  to  the  men  who  run  the 
trains;  but  suppose  we  assume  that  your  wages  under  private  opera- 
tion are  to  be  as  satisfactory  as  they  are  now.  would  that  remove 
largely  your  feeling  that  Government  operation  is  preferable? 

Mr.  Coyle.  Why,  that  would  have  a  tendency  to  do  that;  but  the 
great  talk  of  a  great  many  railroad  officials — not  all  of  them,  but  a 
great  many  of  them — has  been — and,  of  course,  it  has  its  effect  on  the 
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employees.  "  What  do  you  think  you  are  going  to  receive  after  the 
Government  gives  these  railroads  up  ?  "  And  that  naturally  has  the 
men  in  a  turmoil  more  or  less  as  to  how  soon  that  is  going  to  be;  and 
we  believe  that  as  long  as  these  plans  are  being  considered  it  would 
be  well  for  the  employees  if  they  knew  that  for  a  definite  period  at 
least  they  would  be  able  to  earn  enough  to  enable  them  and  their 
families  to  get  along  in  a  fairly  decent  way. 

Senator  Kellogg.  Do  you  think  there  is  a  general  fear  amongst 
the  railroad  employees  of  the  country  that  if  the  railroads  go  back 
to  private  ownership  their  wages  would  not  be  maintained? 

Mr.  CoYLE.  Yes,  sir. 

Senator  Kellogg.  And  you  think  that  is  the  controlling  factor  in 
their  attitude? 

Mr.  CoYLE.  I  think  that  is  largely  the  cause  of  it,  and  they  are 
justified  in  that  view  in  a  great  many  cases,  because  a  great  many 
railroad  officials  in  the  country,  in  their  interpretations  of  questions 
relating  to  those  orders  they  have  to  be  definiteh''  asked  for  them  be- 
fore they  will  put  into  operation  the  increases  granted  by  the  admin- 
istration. 

Senator  Kellogg.  That  is  all. 

Senator  Pomerene.  Are  you  affiliated  with  the  American  Federa- 
tion of  Labor? 

Mr.  CoYLE.  We  are  not. 

The  Chairmax.  There  are  no  further  questions.  The  committee 
will  stand  adjourned  until  Tuesday  morning. 

Senator  Kellogg.  One  moment.  Is  Mr.  Warfield  going  to  come 
back? 

The  Chairman.  He  is  subject  to  the  call  of  the  committee  when- 
ever he  is  wanted. 

Senator  Pomereme.  I  think  he  is  here. 

The  Chairman.  Well,  we  have  15  minutes  yet. 

Senator  Kellogg.  We  have  not  much  time,  and  I  do  not  care  about 
asking  him  any  questions. 

Mr.  Luther  Walter.  Shall  he  come  back.  Senator? 

Senator  Kellogg.  Not  so  far  as  I  am  concerned. 

The  Chairman.  The  committee  stands  adjourned  until  Tuesday 
morning  at  10  o'clock. 

("Whereupon,  at  11.45  o'clock  a.  m.  the  committee  adjourned  until 
Tuesday,  February  18,  1919,  at  10  o'clock  a.  m.) 
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TUESDAY,  FEBRUARY  18,  1919. 

United  States  Senate, 

CoMJriTTEE  ON   INTERSTATE   COMMERCE, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
in  room  410,  Senate  Office  Building,  Senator  Ellison  D.  Smith  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Willard, 
you  will  understand  that  the  time  of  the  committee  is  limited,  and 
that  we  want  you  to  make  your  presentation  as  briefly  as  you  can 
consistent  with  clearness. 

Mr.  Willard.  Yes. 

STATEMENT  OF  MR.  DANIEL  WILLARD. 

The  Chairman.  Will  you  give  the  stenographer  your  full  name, 
address,  and  official  connection  with  the  railroads? 

Mr.  Willard.  I  am  president  of  the  Baltimore  &  Ohio  Railroad 
Co.,  and,  while  I  am  a  member  of  the  railway  executives'  committee, 
I  am  not  speaking  for  that  committee,  but  for  myself  and  from  my 
own  experience.  I  have  prepared  a  statement  Avhich  I  had  hoped  I 
might  have  the  opportunity  to  read,  but  the  beginning  of  the  state- 
ment dwells  particularly  upon  the  condition  of  the  railroads  preced- 
ing Federal  control,  and  I  will  not  read  that,  if  I  may  have  your 
permission  to  file  it  with  the  record.  I  will  pass  over  it  briefly,  in 
order  to  save  3^our  time. 

I  wish  to  say  emphatically  that  I  am  not  one  of  those  who  subscribe 
to  the  statement  that  the  railroads  had  broken  down  at  the  beginning 
of  Federal  control,  and  that  it  was  necessary  because  our  economic 
policy  of  private  ownership  and  Government  regulation  had  failed. 
It  was  not  on  that  account  that  it  was  necessary  for  the  President  to 
take  over  the  railroads.  If  it  had  been,  then  we  Avould  have  to-day 
an  entirely  different  problem  confronting  us  than  the  problem  which 
we  have,  as  I  understand  the  matter. 

The  Congress  itself  had  foreseen  the  possible  necessity  of  taking 
over  the  railroads  as  a  war  measure  18  months  before  they  were  taken 
over,  and  at  that  time  had  passed  suitable  legislation  covering  the 
taking  over  of  the  railroads  as  a  war  measure ;  and  that  was  done  at  a 
time  when  the  railroads  were  handling  the  greatest  volume  of  business 
in  tfieir  history  and  when  no  one  even  suggested  that  they  were  threat- 
ened with  a  breakdown,  and  still  that  was  the  period  when  Congress 
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foresaw  that  it  might  be  necessary  to  take  them  over  as  a  war  measure. 
WTiat  happened  was  this:  Upon  the  entry  of  our  country  into  the 
war  there  was  great  confusion  in  industr3^  I  was  in  a  position  to 
know  something  of  the  matter,  perhaps  more  than  I  otherwise  would 
have  known  by  virtue  of  the  fact  that  at  that  time  I  was  chairman  of 
the  advisory  committee,  and  it  was  my  duty  to  keep  in  touch  in  a 
general  way  with  the  transportation  situation  not  only  as  related  to 
the  railroads  but  to  the  other  large  agencies  of  transportation. 

Senator  Cummins.  You  mean  the  advisory  committee  of  the  Coun- 
cil of  National  Defense  ? 

Mr.  WiLLARD.  Yes,  sir :  I  was  chairman  of  the  advisory  committee 
of  the  Council  of  National  Defense  and  chairman  of  the  subcommittee 
on  transportation,  and  in  that  connection  I  had  some  knoAvledge  of 
these  matters.  Senator  Pomerene  will  recall,  for  instance,  that  after 
the  railroads,  at  the  suggestion  of  the  Council  of  National  Defense, 
had  provided  their  executive  committee  or  war  board,  as  it  came  to 
be  called,  so  that  they  might  have  unified  control,  when  they  under- 
took to  restrict  the  use  of  cars  to  such  business  as  seemed  to  bear  the 
most  intimate  relation  to  the  war  program  protest  was  made  to  him 
and  afterwards  to  the  war  board  from  people  in  Ohio,  because  it  was 
said  that  the  refusal  of  the  railroads  to  move  road -building  material 
would  interfere  very  seriously  with  their  program,  for  which  money 
had  already  been  appropriated,  and  that  many  miles  of  road  had 
been  made  impassable  because  of  work  under  way. 

That  matter  was  taken  up  and  a  conference  was  had  with  the  road 
connnissioners  of  Ohio,  and  it  was  agreed  that  they  should  finish  up 
the  work  underwa}^  as  rapidly  as  possible  and  would  refrain  from 
starting  any  new  work  of  that  character,  in  order  that  the  railroad 
euipment  might  be  used  for  other  more  important  purposes.  I  sim- 
ply speak  of  that  as  one  case  out  of  innumerable  cases  of  a  similar 
nature  that  happened  at  that  time.  It  was  not  because  the  railroads 
refused  to  act  or  overlooked  the  importance  of  unified  action  in  a 
matter  of  that  kind  that  more  was  not  done;  but,  first  of  all,  as 
the  laws  then  were  and  now  are,  the  railroads  under  private  owner- 
ship had  no  authority,  no  right,  to  refuse  to  furnish  ears  to  any- 
one desiring  to  ship  anything;  and  if  they  had  had  the  right  it 
would  have  been  unwise  at  that  time,  before  we  had  adjusted  our- 
selves to  war  conditions,  to  immediately  shut  off  shipments  of  all 
peace  operations  for  the  purpose  of  taking  care  of  something  else. 
That  was  done,  it  is  true,  later  on — 6  months  or  12  months  later  on — 
but  in  the  meantime  industries  had  adjusted  themselves  to  the  situa- 
tion. I  simply  refer  to  that  because  it  was  suggested  early  in  this 
proceeding  that  when,  under  Federal  control,  the  Government  did 
readjust  the  use  of  the  railroads,  something  was  done  that  could  not 
have  been  done  under  private  ownership.  It  could  have  been  done 
under  private  ownership  if  the  laws  had  permitted.  It  would  not 
have  been  wise  to  do  it  even  under  Government  control  with  the 
conditions  as  they  were  in  the  beginning  of  the  war. 

It  was  also  suggested — in  fact,  definitely  stated — that  the  railroads, 
through  failure  either  to  understand  the  situation  or  to  deal 
definitely  with  it,  had  permitted  a  very  severe  congestion  to  develop 
at  the  eastern  terminals.  It  is  true  congestion  happened  at  the  eastern 
terminals,  and  that  also  was  one  of  the  conditions  growing  out  of  the 
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war,  and  could  not  have  been  foreseen  nor  could  it  have  been  dealt 
with  in  the  early  days  of  the  war.  It  so  happened,  to  illustrate,  that 
frequently  the  railroads  w^ould  upon  request  make  special  efforts  to 
run  shiploads  or  trainloads  of  cargo  to  the  eastern  ports — possibly 
foodstuffs — and  perhaps  a  part  of  it  would  be  on  a  steamship,  and 
then  it  would  be  discovered  that,  because  of  changing  conditions  on 
the  battle  front,  ammunition  was  more  needed,  and  a  cargo  already 
partly  in  the  vessel's  hold  would  be  taken  out  and  thrown  on  the 
docks  and  other  cargo  put  in  because  it  was  more  important  for  war 
purposes.  Early  in  the  war  that  was  a  matter  of  frequent  occurrence. 
There  were  no  committees  at  that  time  whose  duty  it  was  to  coordinate 
shipments  with  the  railroads  and  the  steamships,  and  there  were  no- 
committees  who  could  (Control  the  routing  of  coal  or  other  war 
products,  or  who  had  any  control  over  the  shipping  situation,  and 
great  confusion  came  out  of  the  general  readjustment  brought  about 
by  a  world  war.  It  was  not  primarily  a  railroad  matter  at  alU 
although  closely  related  thereto;  and  during  all  that  time,  it  should 
be  l)orne  in  mind  that  the  raih'oads  of  the  country  did  carry  freight  tO' 
the  Atlantic  seaboard  in  so  mucli  greater  volume  than  it  could  be 
absorbed  or  taken  away  by  the  ships  that  tlie  result  was  these 
congestions  piled  up,  not  from  lack  of  transportation  so  far  as  the 
railroads  were  concerned;  it  might  almost  be  said  that  it  was  be- 
cause of  an  excess  of  transportation ;  and  that,  notwithstanding  the 
fact  that  coastwise  steamships  had  been  taken  off  and  freight  that 
ordinarily  moved  up  and  down  the  Atlantic  coast  and  from  the  At- 
lantic to  the  Pacific  through  the  Panama  Canal  was  at  the  same  time 
being  mo^'ed  by  the  railroads. 

Senator  Pomerene.  It  was  a  question  of  ocean  transportation 
rather  than  of  railroad  transportation  ? 

^Ir.  WiLLARD.  Yes,  sir;  that  was  my  thought.  The  Railroad  War 
Board  was  dealing  or  endeavoring  to  deal  with  such  matters  all 
the  time,  and  to  assist  them  Congress  passed — I  have  forgotten  the 
name  of  the  act — the  act  w^hich  authorized  the  President  to  deter- 
mine the  relative  priority  of  shipments.  That  was  very  helpful; 
and  then  other  things,  other  remedies,  Avere  from  time  to  time  dis- 
covered and  applied;  and  such  remedies  luid  been  largely  started  in 
operation,  but  their  full  force  was  not  realized  until  after  the  Gov- 
ernment took  over  the  railroads;  and  then  things  began  to  work  along 
in  an  orderly  manner  and  the  situation  was  uiore  effectively  dealt 
with.  It  was  not,  however,  because  of  Federal  control  necessity.  I 
wish  to  be  understood  as  saying  that  anything  that  has  lieen  done  in  the 
way  of  operating  the  railroads  under  unified  control  of  the  (xovern- 
ment  could,  in  my  opinion,  be  done  under  ])rivate  control  with  pi'oper 
governmental  regulation.  If  not,  then  I  should  have  to  admit,  and 
I  would  admit,  that  it  may  be  necessary  to  adopt  some  plan  of  regu- 
lation that  would  enable  the  Government,  if  necessary,  to  own  and 
operate  the  railroads.  It  is  because  I  am  so  confident  that  we  can 
do  everything  necessary  in  the  public  interest  with  private  owner- 
ship and  governmental  regulation  that  I  urge  the  continuation  of 
our  former  plan  or  policy,  modified  in  the  light  of  recent  experience. 

Now.  I  have  said  in  my  statement  some  other  things  in  that  con- 
nection, but  I  will  pass  on  and  will  confine  my  discussion  from  now  on 
to  the  plans  that  have  been  suggested  for  dealing  Avith  the  problem 
before  us,  and  I  will  perhaps  do  better 
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Senator  Pomerene  (interposing).  Your  statement,  as  you  have 
jorepared  it,  will  be  incorporated  in  the  record  ? 

Mr.  WiLLARD.  Yes.  I  would  like  to  have  my  entire  printed  state- 
ment incorporated  in  the  record.  I  would  like  to  have  you  turn  to 
page  9  of  the  statement,  and  I  think  perhaps  I  had  better  read  from 
now  on,  because  I  think  I  have  arranged  my  thoughts  rather  more 
logically  in  the  paper  than  I  am  likely  to  if  I  Avere  to  speak  without  it. 

I  am  familiar  with  the  recommendations  that  have  been  submitted 
to  this  commission  by  Mr.  Cuyler  on  behalf  of  the  Association  of 
Eailway  Executives,  and  further  and  ably  elaborated  by  Mr.  Thorn, 
and  I  approve  and  indorse  the  general  plan  so  outlined,  because  t 
believe  that  if  adopted  and  put  into  effect  with  a  firm  desire  to  make 
it  succeed  it  would  provide  such  method  of  procedure  and  such 
agencies  of  control  as  would  enable  the  railroads  in  the  future  under 
private  ownership  to  deal  promptly  and  effectively  with  any  prob- 
able emergenc}^  which  might  arise,  and,  if,  in  connection  therewith. 
Congress  will  establish  a  definite  and  adequate  rule  for  rate  making 
as  related  to  the  invested  capital,  the  credit  of  the  carriers  which  has 
been  seriously  disturbed  by  the  uncertainties  of  the  past  will  again 
and  in  time  be  sufficiently  restored  to  attract  the  large  sums  of  new 
capital  constantly  required  for  the  additional  facilities  and  equip- 
ment necessary  to  keep  pace  with  the  growing  connnerce  of  this 
countr3\ 

I  have  listened  to  the  report  and  reconmiendations  submitted  by 
Mr.  Clark  on  behalf  of  the  Interstate  Commerce  Commission,  and 
to  his  suggestive  comments  thereon,  and  if  his  recommendations 
should  be  adopted  and  made  effective  by  suitable  legislation.  I  be- 
lieve they  also  would  go  far  toward  meeting  the  requirements  of  the 
situation.  The  two  plans  have  much  in  conmion,  but  the  one  sug- 
gested by  Mr.  Cuyler  would  give  to  the  Interstate  Commerce  Com- 
mission exclusive  authority  to  deal  with  all  rates  and  security  issues. 
Mould  have  Congress  provide  a  definite  rule  for  rate  making,  and 
would  create  a  new  department  of  transportation,  the  head  of  which 
would  have  a  seat  in  the  President's  Cabinet.  Such  a  department, 
in  my  opinion,  is  desirable  primarily  in  order  to  bring  about  that 
cooperative  development  and  use  of  the  different  agencies  of  trans- 
portation which  are  needed  in  the  public  interest.  There  are  in 
this  country  at  the  present  time  approximately  260,000  miles  of  steam 
railroads,  48.000  miles  of  electric  railways,  2(i.000  miles  of  navigable 
rivers,  exclusive  of  lakes  and  canals,  and  aliout  2,.500,000  miles  of 
highways.  These  several  agencies  of  transpoitation,  taken  as  a  whole, 
may  be  said  to  constitute  our  national  system  of  transportation,  and 
how  to  develop  and  secure  the  fullest  and  most  economic  use  of  all 
these  several  agencies  constitutes  our  transportation  i)roblem  in  its 
broadest  sense.  There  is  now  no  single  officer  or  agency  of  the  Gov- 
ernment whose  duty  it  is  to  study  the  transportation  problem  as  a 
whole.  A  secretary  of  transj^ortation  could  perform  that  duty,  and 
at  the  same  time  could  relieve  the  Interstate  Connnerce  Commission 
of  much  of  the  purely  administrative  work  now  imposed  upon  that 
body.  It  is  not  proposed,  nor  is  it  desirable,  that  the  secretary  of 
transportation  should  have  executive  authority  either  over  the  per- 
sonnel or  physical  property  of  the  railroads  or  other  transportation 
agencies.     It  is  suggested  that  he  should  <tudy  the  transportation 
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problem  as  a  whole  and  advise  the  President  hoAv  the  public  interests 
may  be  best  promoted  in  that  connection. 

There  i^  no  escaping  the  fact  that  since  1910  the  clearly  established 
trend  of  railway  credit  in  this  country  has  been  steadily  downward, 
and  while  many  different  matters  may  and  do  affect  financial  credit, 
nothing  can  possibly  create  or  support  such  credit  in  the  absence  of 
adequate  and  assured  income,  and  railway  income  is  dependent  pri- 
marily upon  the  rates  and  charges  a  railway  is  authorized  to  collect 
for  the  service  which  it  performs.  Commissioner  Clark,  speaking 
for  the  Interstate  Commerce  Commission,  said : 

"  The  rates  should  not  be  higher  than  the  shipper  may  reasonably  be  required 
to  pay,  and  should  not  be  lower  than  the  carrier  may  reasonably  be  i-equired 
to  accept." 

This  rule  for  rate  making,  while  seemingly  equitable  and  fair,  is 
indefinite  and  fundamentally  uncertain  in  its  application,  and,  on 
that  account,  is  unsatisfactory  as  a  basis  for  credit;  and  it  was  be- 
cause the  need  of  a  definite  and  dependable  rule  for  rate  making  as 
related  to  invested  capital  was  believed  to  be  essential  that  the  rail- 
way executives  have  recommended  that  Congress  provide  such  a  rule. 

Mr.  Warfield,  on  behalf  of  the  National  Association  of  Owners  of 
Railroad  Securities,  has  proposed  a  definite  rule  for  rate  making. 
His  recommendation,  as  I  understand  it,  contemplates  that  rates  shall 
be  established  in  each  of  the  so-called  rate  regions,  so  as  to  yield,  as 
nearly  as  may  be,  a  fixed  percentage  return  upon  the  combined  value 
of  the  property  devoted  to  the  public  use  by  the  railroads  in  that 
region,  with  the  limitation  that  if  anj»  individual  carrier  in  such 
region  shall  be  able  to  earn  from  rates  so  fixed  a  greater  return 
upon  the  value  of  its  property  than  the  rate  per  cent  fixed  for  the 
region,  two-thirds  of  such  excess  shall  go  to  the  Government. 

While  this  plan  does  not  contemplate  a  positive  guarantee  of  any 
fixed  amount,  it  would  afford  a  definite  guide  or  measure  and  would, 
in  my  opinion,  be  a  decided  improvement  upon  the  methods  of  the 
past.  He  suggests  that  6  per  cent  be  the  fixed  rate  of  return  upon  the 
value  of  the  property  as  shown  by  the  book  investment  account  of 
road  and  equipment.  While  I  recognize  that  the  rate  of  return  to 
be  allowed,  the  manner  of  ascertaining  the  value  of  the  property, 
and  the  disposition  of  so-called  excess  earnings  may  well  be  matters 
for  discussion,  I  think  there  can  be  no  difference  of  opinion  con- 
cerning the  soundness  of  the  principle  underlying  his  recommenda- 
tion, and  I  firmly  believe  that  no  less  a  rate  of  return  than  6  per  cent 
upon  no  less  an  amount  than  the  combined  book  property  investment 
account  of  all  the  railroads  taken  as  a  whole  will  be  sufficient  to 
establish  and  sustain  the  credit  of  the  carriers.  My  own  study  of  the 
problem  leads  me  to  the  conclusion  that  a  rate  of  return  of  6^  per 
cent  upon  the  combined  property  investment  account  of  all  the  rail- 
roads is  not  too  large,  and  a  rate  of  6  per  cent,  I  fear,  may  prove 
to  be  too  small,  and  it  may  fairly  be  said  that  the  success  or  failure 
of  private  oAvnership  of  the  railroads  as  an  economic  policy  rests 
upon  the  wise  and  correct  determination  of  this  particular  phase  of 
the  problem;  that  is  to  say,  what  their  earnings  are  to  be.  If  the 
railroads  are  to  have  sufficient  earnings,  they  can  get  along  without 
anything  else,  but  no  program  of  regulation  will  satisfy  the  problem 
if  the  earnings  are  insufficient. 
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When  we  say  that  the  net  operating  income  of  a  railroad  is  equal 
to  6  per  cent  upon  its  property  investment  or  invested  capital  it 
must  not  be  assumed  that  the  whole  of  that  amount  is  available  for 
interest  and  dividends,  because  experience  has  shown  that  not  less 
than  one-half  per  cent  upon  invested  capital,  and  preferably  more, 
must  be  spent  each  year  by  public  utilities,  such  as  railroads,  for 
additions  and  improvements  which  do  not  increase  the  earning 
capacity  of  the  property,  and  inasmuch  as  such  expenditures  must 
be  made  and  can  not  be  charged  to  operating  expenses  they  must 
either  be  paid  for  out  of  operating  income  or  else  be  capitalized, 
and  the  latter  course  would  mean  ultimate  financial  disaster.  It  is 
for  this  reason  that  I  doubt  whether  a  return  of  6  per  cent  upon 
property  investment,  which  would  really  mean  not  more  than  5^ 
per  cent  for  interest  and  dividends,  would  be  sufficient  to  properly 
sustain  credit  through  a  series  of  years. 

In  the  application  of  such  a  plan  as  the  security  holders  suggest  it 
should  be  kept  in  mind  that  in  no  event  would  any  individual  carrier 
receive  excessive  returns  because  of  participation  of  the  Government 
in  all  earnings  in  excess  of  a  fixed  amount;  the  excess  earnings  so 
accruing  to  the  Government  should  be  used  in  such  manner  as  would 
best  serve  the  public  interest. 

All  are  seemingly  willing  that  the  railroads  should  be  permitted, 
in  the  public  interest,  to  pay  a  fair  return  upon  the  fair  vakie  of  the 
property  devoted  to  the  public  use.  but  I  am  convinced  that  it  has 
now  become  necessary  that  some  one  speaking  with  authority  should 
say  definitely  what  is  a  fair  rate  of  return  and  upon  what  definite 
amount.  Congress  undoubtedly  has  authority  to  fix  the  rate  of 
return  on  property  devoted  to  the  public  use.  and  until  some  fairer 
or  more  accurate  basis  is  found  for  determining  the  value  of  the 
railroad  properties  so  used  I  respectfully  submit  that  the  book 
investment  accounts  of  the  carriers  as  a  whole,  not  individually, 
afford  the  best  evidence  of  such  value. 

As  bearing  directly  upon  this  phase  of  the  general  problem,  the 
Interstate  Commerce  Commission  in  1914  unanimously  found  that  a 
return  of  5.36  per  cent  upon  the  combined  book  investment  in  road 
and  equipment  of  the  38  railroads  involved  in  the  Five  Per  Cent  Rate 
Case  was  lower  than  was  justified  either  in  the  public  interest  or  in 
the  interest  of  the  carriers,  and  upon  that  basis  authorized  the  car- 
riers to  advance  their  rates.  At  that  time  interest  rates  were  upon 
the  average  about  one-fifth  lower  than  they  are  to-day,  or  are  likely 
to  be  in  the  immediate  future,  and  if  5.36  per  cent  was  too  low  then, 
6  per  cent  now  would  seem  not  too  high  when  applied  to  the  same 
basic  account.  While  the  commission  was  careful  to  say,  in  connec- 
tion with  this  decision,  that  its  use  of  the  book  property  investment 
account  should  not  be  construed  as  an  indorsement  on  its  part  of 
the  correctness  of  such  account,  it  did,  nevertheless,  recognize  the 
fact  that  even  upon  that  amount  a  return  of  5.86  per  cent  was  too 
low. 

Under  such  a  plan  as  I  am  discussing,  it  would,  of  course,  be  the 
duty  of  the  Interstate  Commerce  Commission  or  some  other  agent  of 
Congress  to  see  that  an  adequate  rate  structure  was  established  and 
maintained,  and  in  that  connection  it  would  be  a  mistake,  I  believe,  to 
minimize  the  difficulties  growing  out  of  our  present  dual  system  of 
rate  regulation.    It  seems  clear  that  Congress  has  ample  authority  to 
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deal  with  this  matter  if  it  chooses  to  do  so.  I  am  in  favor  of  leaving 
the  States  as  free  as  possible  to  deal  with  all  matters  affecting  trans- 
portation, subject  only  and  always  to  the  one  qualification  that  they 
shall  not  seek  or  be  permitted  in  the  interest  of  any  particular  State 
to  place  an  undue  burden  upon  the  commerce  of  all  the  other  States. 

The  labor  phase  of  the  railroad  problem  is  indeed  most  important, 
as  has  already  been  pointed  out ;  but,  as  has  been  shown  by  Mr.  Gar- 
retson,  it  is  a  common  factor  to  be  dealt  with  under  any  form  of  con- 
trol or  operation.  Clearly  it  is  in  the  public  interest  that  those  who 
man  the  trains  and  engines  or  whose  duties  are  in  any  way  related  to 
the  safe  and  proper  operation  of  the  roads,  should  be  a  selected  and 
reliable  class  of  men,  and  it  is  also  in  the  public  interest  that  they 
should  be  well  paid  and  provided  with  safe  and  suitable  working 
conditions;  and  further,  after  they  have  become  incapacitated  for 
the  more  exacting  duties  of  the  railroad  service,  they  should  be  pro- 
vided, if  possible,  either  with  work  more  suitable  to  their  physical 
condition,  or  with  a  pension  or  annuity  based  upon  their  average 
earnings  over  a  period  of  years,  and  the  expense  incident  to  this  rea- 
sonable arrangem.ent  should  be  included  in  the  cost  of  the  service 
rendered  to  the  public. 

When  questions  arise  concerning  wages  or  working  conditions,  in- 
volving matters  that  can  not  be  settled  directly  between  the  officers 
and  the  employees,  it  would  seem  not  unreasonable  nor  unfair  to 
provide  by  law  that  the  questions  in  dispute  should  be  submitted  to 
some  impartial  body  selected  to  deal  with  such  matters.  The  con- 
troversy should  be  proniptly  investigated  and  the  facts  made  known 
to  the  public,  and  then  if  the  parties  fail  to  reach  an  understanding 
there  should  be  a  certain  period,  perhaps  30  days,  during  which  it 
should  be  unlawful  to  bring  about  either  a  lockout  or  a  strike,  the 
effect  of  which  might  impair  the  regularity  of  the  train  service. 

I  am  opposed  to  so-called  compulsory  arbitration.  I  do  believe, 
however,  that  in  the  case  of  the  great  transportation  companies, 
where  the  service  is  affected  with  a  public  interest,  the  freedom  of  labor, 
as  well  as  the  freedom  of  the  capital  employed  in  such  undertakings, 
msij  be  fairly  subjected  to  certain  limitations.  The  so-called  New- 
lands  Act.  designed  to  deal  with  such  questions,  has  not,  in  my 
opinion,  wholly  fulfilled  the  expectations  of  the  framers  of  the  act. 

I  am  not  in  favor  of  such  a  division  of  excess  profits  with  labor  as 
Mr.  Warfield  suggests,  because  such  a  plan,  in  my  opinion,  would  be 
extremely  difficult  of  fair  application  and  does  not  rest  upon  the 
right  principle.  I  believe  thoroughly  in  good  wages,  and  if  a  man 
does  work  of  unusual  value  he  should  receive  unusual  reward,  but 
the  two  should  go  together;  and  that  would  not  necessarily  follow 
under  Mr.  Warfield's  plan.  I  agree  fully  with  the  idea  advanced  by 
Mr.  Plumb,  on  behalf  of  the  four  brotherhoods,  that  the  best  results 
will  be  obtained  when  men  are  actuated  by  hope  of  reward,  and  not 
by  fear  of  punishment;  and  in  no  line  of  gainful  endeavor  has  there 
been  greater  opportunity  for  advancement  and  reward  than  in  the 
railroad  service.  Private  ownership  will  preserve  the  conditions 
which  have  made  such  advancement  possible.  Hundreds  of  boys 
have  entered  the  railroad  service  at  the  very  bottom  of  the  ladder 
and.  without  Avealth  or  influence,  have  risen,  by  virtue  of  personal 
application,  skill,  and  merit,  to  positions  of  prominence,  influence, 
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and  honor;  and  while,  because  of  the  semipublic  character  of  the 
service,  railroad  officers  have  not  the  same  opportunities  to-day  to 
acquire  wealth  that  are  offered  in  other  lines  of  endeavor,  the  oppor- 
tunity which  such  a  career  has  offered  in  the  past  for  constructive 
service  has  made  railroading,  as  a  career,  attractive. 

The  very  great  majority  of  the  railroad  officers  to-day,  from  the 
lowest  to  the  highest,  have  reached  their  present  positions  through 
well-established  lines  of  promotion  and  because  they  were  believed 
to  be  fitted  for  the  enlarged  responsibilities  placed  upon  them.  Hav- 
ing entered  the  railroad  service  as  an  unskilled  laborer  when  only 
18  years  old,  I  have  seen  and  known  the  things  of  which  I  speak. 
Private  ownership  and  operation  will  preserve  and  enlarge  the  op- 
portunities to  which  I  have  referred;  Government  ownership  and 
operation,  in  my  opinion,  would  in  large  degree  destroy  them. 

Director  General  McAdoo,  in  his  very  interesting  report,  referred 
specifically  to  a  number  of  different  reforms  which  he  recommended 
be  continued  under  whatever  form  of  control  might  ultimately  be 
decided  upon.  I  agree  fully  with  his  recommendations  in  that  con- 
nection, with  two,  or  possibly,  three,  exceptions.  The  exceptions  in 
mind  are,  in  my  opinion,  of  somewhat  doubtful  value;  but  even  so  I 
would  favor  giving  them  careful  consideration.  I  am  opposed,  how- 
ever, to  the  five-year  extension  of  the  period  of  Federal  control, 
recommended  by  the  Director  General,  because  I  believe  that  if  such 
extension  is  granted,  by  the  end  of  that  period  it  would  be  practically 
impossible  to  restore  the  roads  to  the  owners,  and  Government 
ownership  would  be  the  only  alternative;  and  I  am  opposed  to  the 
policy  of  Government  ownership  and  operation  of  the  railroads. 
Director  General  Hines  has  stated  to  this  committee  that  "  in  itself 
continued  Government  operation  of  the  railroads  is  not  necessary 
for  the  rendition  of  the  public  service  " — that  is,  he  is  speaking  of  the 
present;  it  is  not  now  necessary  for  the  rendition  of  the  public 
service — "  and  will  be  increasingl}'  difficult  and  therefore,  on  its 
own  merits  as  a  separate  executive  proposition,  ought  to  be  discon- 
tinued promptly  unless  there  can  be  an  extension  which  will  remove 
the  difficulties." 

The  occasion  which  justified  the  taking  over  of  the  railroads  having 
passed,  it  is  now,  so  it  seems  to  me,  the  clear  and  peremptory  duty  of 
the  Government  to  restore  as  soon  as  may  be  the  properties  so  taken 
to  the  rightful  owners.  This  should  be  done  as  soon  as  Congress  can 
provide  by  suitable  legislation  for  the  relinquishment  of  Federal 
control.  In  the  meantime  it  is  certainly  the  moral  duty  of  the  Gov- 
ernment to  protect  the  property  from  unnecessary  harm  or  disar- 
rangement, in  order  that  it  may  be  restored  in  "  as  good  repair  and  in 
substantially  as  complete  equipment  as  it  was  in  at  the  beginning  of 
Federal  control." 

I  have  carefully  considered  the  plan  submitted  by  Mr.  Plumb  on 
behalf  of  the  four  brotherhoods.  Aside  from  the  fact  that  I  believe 
his  conclusions  are  erroneous  concerning  the  possible  savings  to  be 
effected  in  cost  of  capital,  it  seems  to  me  that  his  plan  has  all  the 
objections  which  in  my  mind  are  associated  with  GoviTumont  owner- 
ship and  operation.  He  proposes  that  the  Government  should  fur- 
nish the  facilities  and  capital  needed,  and  that  the  railroad  officers 
and  employees  sliould  operate  the  properties,  and.  having  a  two- 
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thirds  majority  of  the  board  of  directors,  they  would  evidently  be  in 
position  to  manage  the  properties  as  they  might  elect;  and  while  I 
have  no  doubt  it  would  be  their  honest  purpose  to  operate  the  roads 
efficiently,  I  simply  do  not  believe  that  efficient  operation  would  be 
possible  or  probable  under  the  plan  they  propose. 

Frequent  reference  has  been  made  during  the  progress  of  this  hear- 
ing to  the  large  annual  saving  in  cost  of  capital  which  could  be 
effected  if  the  railroads  were  owned  or  at  least  financed  by  the  Gov- 
ernment, and  it  has  been  suggested  that  the  Government  could  obtain 
the  necessary  capital  at  4-|  per  cent.  I  venture  in  this  connection  to- 
call  the  attention  of  the  committee  to  the  statistical  statement  sub- 
mitted by  Commissionei-  Clark.  It  will  be  observed  that  the  operating 
revenues  and  the  operating  income  of  the  railroads  during  the  year 
ended  June  30,  1916,  were  the  largest  of  record.  The  operating  in- 
come of  that  year,  at  $1,043,839,822,  was  equal  to  5.9  per  cent  upon 
the  book-property  investment  as  reported  to  the  Interstate  Com- 
merce Commission,  and  was  substantially  the  same  rate  of  return 
upon  property  investment  that  is  recommended  in  the  security  hold- 
ers' plan ;  but  the  amount  paid  out  for  interest  and  dividends  during 
the  same  year,  at  $816,643,910,  while  also  the  greatest  of  record,  was 
only  4.6  per  cent  upon  the  book-property  investment  account.  The 
difference  between  the  amount  earned  and  the  amount  distributed  in 
interest  and  dividends,  equal  to  $227,195,912,  or  1.2  per  cent  upon  the 
property  investment,  was  reported  as  surplus,  and  undoubtedly  was 
used  in  large  measure  to  meet  expenditures  of  the  character  which  I 
have  already  suggested  should  be  paid  for  out  of  operating  income. 
During  the  same  year  it  also  appears  that  upon  the  total  funded  debt 
of  all  the  railroads,  aggregating  $10,938,086,453,  interest  payments 
amounting  to  $474,534,514  were  made,  equal,  however,  to  only  4.34 
per  cent.  It  appears,  therefore,  that  nearly  $11,000,000,000  of  the 
existing  railroad  capital  received  less  than  4|  per  cent,  and  clearly 
there  could  be  no  immediate  saving,  by  Government  purchase  or 
otherwise,  upon  that  portion  of  the  existing  capitalization.  Eailroad 
credit  under  wise  governmental  regulation  should  be  second  only  tO' 
the  credit  of  the  Government,  and  as  it  falls  below  that  standard,  to 
that  same  extent  does  it  reflect  adversely  upon  the  wisdom  and  opera- 
tion of  our  scheme  of  regulation. 

Finally,  if  Congi'ess.  as  a  minimum  program : 

1.  Will  provide  a  definite  and  workable  rule  for  rate  making  as 
related  to  capital  by  fixing  an  adequate  percentage  ratio  of  railway 
operating  income  to  the  combined  property  investment  account  of 
the  railroads  as  a  whole  along  general  lines  such  as  I  have  discussed; 
and 

2.  Will  affirmatively  authorize  the  railroads  to  combine  their  prop- 
erties and  operations,  subject  to  governmental  approval,  as  and  when 
shown  to  be  desirable  in  the  public  interest ;  and 

3.  Will  affirmatively  authorize  the  carriers  to  issue  securities  for 
construction,  equipment,  enlargement  of  their  properties,  and  for  the 
i-efunding  of  obligations,  subject  to  exclusive  supervision  of  the 
Federal  commission;  and 

4.  Will  provide  for  the  extension,  for  a  reasonable  period,  of  the 
indebtedness  of  the  carriers  to  the  United  States  for  advances  and 
loans  made  by  any  governmental  agency  during  Federal  control ;  and 
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5.  In  addition  thereto  Avill  either  create  the  new  agencies  which 
liave  been  suggested  or  enlarge  and  extend  the  existing  regulating 
agencies  so  that  matters  requiring  governmental  determination  may 
be  promptly  disposed  of ; 

Congress  will  then  have  dealt  with  the  matters  fundamentally 
essential  at  this  time.  With  such  legislation  I  believe  that  the  diffi- 
culties which  have  confronted  private  ownership  and  operation  of 
the  railroads  in  the  past  will  be  very  greatly  reduced,  if  not  entirely 
eliminated ;  that  the  railroad  credit  will  be  reestablished ;  and  that  the 
public  will  be  provided  with  ample  transportation  facilities  at  reason- 
able rates  and  at  lower  rates  than  they  would  be  required  to  pay  under 
Oovernment  ownership  or  control. 

That  completes  my  statemeiit.  Mr.  Chairman,  and  perhaps  it  would 
be  better  if  I  should  refrain  from  saying  any  more  at  this  time,  except 
to  answer  any  questions  that  you  may  desire  to  ask. 

The  Chairman.  As  I  understand,  so  far  as  concerns  the  plans  that 
have  been  submitted,  you  are  more  in  favor  of  the  plan  submitted 
by  Mr.  Warfield  than  any  of  the  others  as  to  a  rate  of  percentage 
upon  the  book  investment. 

Mr.  WiLLARD.  I  am  in  favor  of  his  general  plan  for  a  definite  rule 
for  rate  making,  and  you  will  recall  that  the  railway  executives 
recommended  that  Congress  should  provide  a  definite  rule  for  rate 
making.  Mr.  Warfield  has  suggested  such  a  rule,  and.  in  general 
terms,  I  indorse  the  underlying  principle  of  his  rule.  I  think  the 
details  might  be  matters  for  discussion. 

The  Chairman.  What  is  your  feeling  as  to  the  division?  He 
proposes,  I  believe,  that  the  railroads,  above,  not  the  guaranteed, 
return — while  we  might  call  it  that — of  6  per  cent,  that  the  Gov- 
ernment is  to  receive  two-thirds  of  any  amount  in  excess  of  that 
and  the  railroads  one-third. 

Mr.  Willakd.  That  is  a  matter  of  opinion,  of  course,  Mr.  Chair- 
man, and  my  views  there  are  not  wholly  in  accord  with  Mr.  War- 
field's,  although  all  that  is  a  matter  of  opinion. 

x4ls  I  said  in  my  statement,  I  am  inclined  to  think  that  6i  per  cent, 
with  present  interest  lates,  when  applied  to  tlie  basic  account  referred 
to — that  is  to  say,  the  property  investment  account — would  be  found 
to  be  not  too  large;  and  I  am  afraid  that  G  per  cent  might  be  found 
to  be  too  small ;  and  if  Congress  should  fix  a  rate  and  it  should  prove 
to  be  too  small,  then  the  program  would  not  work,  and  you  are  seek- 
ing a  workable  solution.  My  own  thought  is  that  Gi  per  cent,  as  a 
basis  on  which  the  rates  should  be  fixed,  would  be  a  more  workable 
plan,  and  that  rate  would  be  applied  to  the  property  investment 
account  of  all  the  railroads  in  a  group;  and  then  I  should  say  that 
if  an  individual  railroad  in  that  group,  from  those  same  rates, 
was  able  to  earn  more  than  G|  per  cent,  it  should  keep  it  all  up  to 
7  per  cent.  I  offer  that  as  a  suggestion — I  might  change  my  mind 
upon  discussion — with  the  understanding  that  of  all  excess  earned,  we 
will  say,  above  7  per  cent,  perhaps  80  per  cent  should  be  retained  by 
the  Government  and  20  per  cent  kept  by  the  railroads.  I  would  al- 
ways leave  a  portion  of  the  excess  with  the  railroad  as  an  incentive 
to  further  effort.  If  you  fix  a  definite  point  beyond  which  the  rail- 
roads could  not  increase  their  earnings,  then  you  would  destroy  in- 
<?entive  beyond  that  point.  I  Avould  always  leave  an  opportunity  for 
increased  earnings.     But  this  should  be  borne  in  mind:  That  even 
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though  an  individual  carrier  might  earn  7  per  cent  upon  its  property, 
the  basis  upon  all  the  properties — the  basis  which  would  be  reflected 
in  the  rates — would  only  be  6  per  cent  or  6-^-  per  cent  or  whatever 
figure  Congi'ess  might  determine. 

The  Chairman.  I  would  like  to  ask  you  in  reference  to  this  plan 
what  suggestion  you  have  to  make  for  taking  care  of  those  roads 
within  a  given  territory  which  are  not  earning  sufficient  to  take  care 
of  their  stocks  and  bonds  ? 

Mr.  WiLLARD.  There  are  quite  a  number  of  phases  to  that  problem, 
but  I  will  be  glad  to  give  j^.ou  my  opinion  as  to  how  that  whole  situa- 
tion might  be  dealt  with :  First  of  all,  if  Congress  should  provide  a 
definite  rule  for  rate  making  to  yield  a  certain  fixed  amount — say,  the 
6  per  cent  upon  property  investment  account,  as  proposed  by  Mr. 
Warfield — that  would  be  the  measure  which  the  public  would  be 
required  to  pay.  Then,  if  Congress  should  provide  that  the  so-called 
more  fortunate  /oads  could  not.  because  of  that  higher  rate,  retain 
excessive  earnings,  then  any  excessive  earnings  would  inure  to  the 
Government,  and  would  in  effect  reduce  the  level  of  all  rates  below 
6  per  cent.  I  have  not  checked  up  Mr.  Warfield's  figures,  but  he 
shows  that  on  this  basis — and  I  assume  he  is  correct,  I  have  no  reason 
to  doubt  it — that  the  Government  would  receive  excess  earnings,  in 
a  certain  period  which  he  has  used,  about  $80,000,000.  Certainly 
there  would  be  some  amount  accruing  to  the  Government,  otherwise 
there  have  been  no  excess  earnings,  and  the  public  believes  that  there 
have  been  excess  earnings  in  the  case  of  some  of  the  carriers,  and  it 
fears  there  will  be  greater  excess  earnings  if  the  rates  are  raised.  Those 
excess  earnings  accruing  to  the  Government  should,  in  my  opinion,  be 
used  in  such  manner  as  will  best  promote  the  public  interest.  Tliey 
might  be  used  in  several  ways — I  will  get  to  your  question  shortly. 
Senator.  Such  money  might  be  used,  as  Mr.  Warfield  suggests,  a  por- 
tion of  it  to  be  divided  with  labor:  and  while  I  favor  his  idea  of  re- 
warding labor  for  efficient  work.  I  do  not  think  that  particular  fund 
should  be  used  in  that  connection;  I  do  not  think  tliat  would  be  the 
best  way  to  use  it.  It  might  be  used  to  create  a  pension  or  annuity 
fund  which  would  inure  to  the  benefit  of  labor,  but  I  think  perhaps 
there  are  better  uses  for  the  fund  than  that.  It  might  be  used  to  buy 
equipment  which  could  be  used  on  all  the  railroads,  and  all  parts  of 
the  country  would  benefit  by  it.  The  equipment  could  be  owned  by 
the  Government  and  leased  to  the  railroads  on  terms  that  would  make 
the  investment  sound.  I  have  reason  to  believe  from  statements  that 
have  been  presented  during  this  hearing  that  there  may  be  a  deficit  as 
a  result  of  governmental  operation  of  the  railroads,  at  the  termina- 
tion of  the  period,  of  three  or  four  or  five  hundred  million  dollars. 

Senator  Kellogg.  Millions  or  billions? 

Mr.  WiLLARD.  Millions.  The  excess  fund  might  be  used  to  amor- 
tize that  deficit,  or  it  might  be  used,  Mr.  Chairman,  under  the  direc- 
tion of  the  Interstate  Commerce  Commission,  to  finance  the  require- 
ments of  the  weaker  roads,  if  that  were  thought  to  be  in  the  public 
interest.  But  that  is  not  all.  In  my  written  statement  I  have  sug- 
gested that  Congress  should  affirmatively  authorize  the  railroads  to 
combine  their  properties  and  operations,  subject  to  governmental 
approval  as  and  when  shown  to  be  in  the  public  interest.  Xow, 
that  idea,  if  carried  out,  will  go  very  largely  toward  taking  care 
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of  the  weak  roads  referi'ed  to  in  your  question,  Mr.  Chairman. 
It  has  been  suggested  b}'  some — in  fact,  all  seem  to  be  agreed — that 
there  are  now  too  many  railroad  companies ;  that  it  would  be  better, 
in  the  public  interest,  if  there  were  fewer  companies ;  and  it  has  been 
suggested  by  some  that  that  be  accomplished  by  dividing  the  United 
States  into  geographical  sections,  6  or  12,  as  the  case  may  be.  I  am 
opposed  to  that  plan.  It  seems  to  me  that  plan  does  too  much 
violence  to  existing  conditions.  I  think  there  is  a  better  plan  that 
would  accomplish  the  same  end,  and  the  plan  I  have  in  mind  would 
work  out  automatically  if  Congress  should  authorize  the  railroads  to 
combine,  subject  to  governmental  regulation,  when  shown  to  be  in 
the  public  interest. 

Senator  Kellogg.  You  mean  subject  to  governmental  approval? 

Mr.  WiLLARD.  Governmental  approval;  yes.  Now,  if  that  plan 
were  followed,  I  am  of  the  opinion  that  it  would  come  about,  in 
four  or  five  years,  that  instead  of  having  162  railroads,  each  earning 
more  than  $1,000,000  per  annum,  as  is  the  case  now.  there  would  be 
20  or  2.5,  or  perhaps  30,  companies  in  the  whole  United  States,  pre- 
serving, in  effect,  all  the  large  companies  that  there  are  to-day. 
That  would  not  destroy  any  competition,  generally  speaking,  that 
exists  to-day.  It  would  preser\  e  the  competition  in  sei-vice  that  we 
have  to-day,  and  the  groups  or  the  regions  which  would  grow  out 
of  that  policy  would  be  along  the  lines  of  existing  traffic  movement. 
The  railroads  have  been  built  either  to  move  existing  traffic  or  to 
develop  prospective  traffic,  and  it  would  not  do  any  violence  to  that 
idea. 

Now,  if  the  railroads  were  permitted  to  combine  in  that  way,  I 
am  quite  certain  that  the  stronger  roads  would  be  willing,  in  defer- 
ence to  or  m  harmony  with  such  an  established  public  policy,  to  take 
in  the  weaker  complementary  lines — not  tlie  competitive  lines,  but  the 
complementary  lines — on  terms  and  conditions  that  would  be  ap- 
proved by  governmental  agency.  It  has  been  askeil :  Why  would  a 
rich  road  want  to  acquire  a  road  that  did  not  pay  ?  It  is  very  simple. 
If  the  rich  road  were  earning  excess  ])rofits.  as  it  might  be,  then  a 
portion  of  those  surplus  earnings  under  the  plan  I  am  discussing 
would  be  accruing  to  the  Government.  It  would  make  no  difference, 
financially,  to  the  larger  road  if  that  same  portion  of  excess  earnings 
were  used  to  carry  a  weaker  road,  if  a  weaker  road  were  accjuired. 

It  has  also  been  asked :  Why  would  the  weaker  road  want  to  sell  'i 
Because  if  Congress  will  provide  a  definite  rule  for  rate  making,  then 
it  will  be  possible  for  every  railroad,  figuratively  speaking,  to  sit 
down  and  figure  out  about  how  much  it  is  worth,  as  a  going  proposi- 
tion, in  accordance  with  the  established  basis  of  fixing  rates;  and 
knowing  that  was  the  fixed  policy,  I  have  no  doubt  that  the  so-called 
weaker  roads  would  be  glad  to  be  combined  with  the  stn^igor 
roads  on  conditions  that  would  be  approved  by  the  Government. 
Now,  if  such  a  policy  resulted  in  eliminating,  say,  100  or  125  of  the 
weaker  companies,  that  of  itself,  together  with  the  use  of  the  surplus 
earnings,  I  think  would  go  a  long  way,  Mr.  Chairman,  toward 
answering  your  question. 

The  CiiAiR:\rAN.  In  other  Avords,  it  would  be  a  matter  of  indiffer- 
ence with  the  stronger  roads  Avhether  this  excess  earning  went  to  the 
Government  or  whether,  by  consolidating,  it  was  allowed  to  go  to 
recompense  the  weaker  road  that  it  might  take  in? 
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Mr.  WiLLARD.  Yes;  that  is  generally  my  thought. 

Senator  ITn  her  wood.  Will  you  explain  a  little  more  definitely  what 
your  idea  is  about  the  Government  adopting  a  fixed  rate  of  return? 
Of  course,  I  know  in  a  general  way  what  your  idea  is,  but  I  would 
like  to  have  more  detail  as  to  how  you  propose  that  be  done. 

Mr.  WiLLARD.  I  would  do  just  the  same  as  the  Interstate  Commerce 
Commission  has  been  doing  in  the  past,  only  1  would  have  Congress 
establish  a  definite  rule  for  their  guidance.  To  illustrate,  taking  the 
so-called  Five  Per  Cent  Eate  case,  there  were  38  railroads  involved  in 
that  particular  case,  all  located  in  the  territory  north  of  the  Ohio  and 
east  of  the  Mississippi  Rivers.  The  Interstate  Commerce  Commission, 
in  dealing  with  that  case — or,  rather,  I  should  perhaps  first  explain 
that  the  railroads  had  claimed  that  the  rates  in  effect  in  that  territory 
did  not,  in  the  aggregate,  yield  a  sufficient  return  upon  the  value  of  the 
property  devoted  to  public  use.  They  treated  all  of  the  railroads  as 
one  system,  and  they  submitted  in  evidence  their  property  investment 
accounts  as  kept  upon  their  books,  purporting  to  indicate  the  amount 
of  mone}'  that  had  been  expended  in  the  building  up  of  those  proper- 
ties. The  commission,  having  before  it  the  combined  property  invest- 
ment accounts  of  38  railroads,  with  an  aggregate  mileage  of  about 
60,000  miles  and  a  property  investment  account  of  something  over 
$6,000,000,000,  found  it  to  be  a  fact  that  the  net  operating  income,  as 
a  result  of  a  3'ear's  operation,  only  gave  5.36  per  cent  upon  the  total 
book  investment  account ;  and  they  unanimously  decided  that  whether 
that  book  investment  account  actually  represented  the  value  of  the 
property  or  not,  regardless  of  that  fact,  the  .5.36  per  cent  upon  that 
account  was  too  low,  in  the  interest  of  the  public  and  in  the  interest 
of  the  carriers,  and  they  authorized  the  railroads  to  advance  their 
rates. 

Now,  Mr.  Warfield  suggests,  and  I  indorse  his  suggestion,  that  the 
Interstate  Commerce  Commission,  as  the  agent  of  Congress,  be  defi- 
nitely instructed  to  fix  rates  all  over  the  United  States,  so  as  to  accom- 
plish a  certain  result.  It  will  not  be  done  as  of  one  group,  but  it  will 
be  done  as  of  three  or  four  rate  groups,  because  that  is  the  way  the 
matter  has  worked  itself  out.  He  recommends  that  the  Interstate 
Commerce  Commission  be  instructed  by  Congress  to  fix  rates  so  that 
they  will  yield  a  return  in  each  group,  on  the  aggregate  combined 
investment  in  that  group,  of,  say,  6  per  cent.  Now,  some  of  the  roads 
in  each  group  will  be  able  to  earn  on  rates  so  fixed,  perhaps  7  or  8 
per  cent  upon  their  property  investment  account. 

Senator  Underwood.  The  southern  and  western  roads  are  now  earn- 
ing as  much  as  6  per  cent?  That  is,  those  that  would  fall  in  the 
southern  and  western  divisions  are  now  earning  as  much  as  6  per  cent, 
are  they  not? 

Mr.  WiLLARD.  On  property  investment? 

Senator  Under-wood.  Yes. 

Mr.  WiLLARD.  Thev  may  be,  under  the  stimulation  of  war  condi- 
tions. I  think  verv  likely  they  may  be.  I  do  not  know.  The  roads  in 
the  whole  United  States  earned  substantially  that  amount  in  1916  on 
the  rates  then  in  effect.  Of  course,  they  did  the  largest  volume  of 
business  during  that  year  that  they  ever  handled ;  but  with  ordinary 
business  on  those  rates  they  would  not  have  earned  that  return. 

Senator  Underwood.  Then,  under  your  suggestion,  if  the  commit- 
tee should  agree  on  a  fixed  rate  of  return  of,  say,  6  per  cent,  as  sug- 
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gested  by  Mr.  Warfield,  the  rates  would  not  increase  in  the  southern 
and  western  territories,  but  the  increased  rates"  would  apply  largely 
to  the  eastern  territory  ? 

Mr.  WiLLAKD.  I  am  not  familiar  with  those  figures,  Senator.  I 
could  not  answer  that ;  but  if  your  understanding  is  correct,  then  that 
would  follow. 

Senator  Underwood.  At  the  present  time,  under  present  rates,  and 
at  present  expenditures,  the  southern  and  western  roads  are  not  having 
any  great  difficulty? 

Mr.  WiLLARD.  I  can  not  say.  I  do  not  know.  Of  course,  we  have 
not  seen  the  figures  for  a  year,  and  the  earnings  reported  by  the  rail- 
roads to-day  are  not  of  value,  as  regards  individual  carriers,  for  the 
reason  that  traffic  is  being  turned  out  of  its  ordinary  courses.  Some 
roads  appear  to  earn  more  than  they  ordinarilj-  would,  and  some  roads 
not  so  much.    The  aggregate,  of  course,  is  correct. 

Senator  Underwood.  I  noticed  in  the  statements  presented  by  Mr. 
Hines  that  the  increased  revenue  from  increased  rates  amounted  to 
$520,000,000  for  half  a  year.  That  was  more  than  consumed  by  the 
increased  labor  cost,  hj  about  $20,000,000.  The  increased  labor  cost 
ran  for  the  whole  year,  while  the  increased  rates  ran  for  only  half  a 
year;  so  if  you  add  up  the  increased  rates  for  the  entire  year,  and  then 
deduct  the  increased  labor  cost  for  the  year,  it  would  practically  leave 
a  return  to  the  system  of  about  $500,000,000  over  and  above  what  it 
had  in  1917.  Now,  if  that  is  refiected  in  the  future,  would  not  that  be 
sufficient  to  take  care  of  the  situation? 

Mr.  WiLLARD.  Your  question,  in  effect,  is:  Will  the  existing  rates,  if 
they  remain  in  effect,  be  sufficient  to  take  care  of  the  problem  in  the 
future,  without  other  increases  of  rates  ? 

Senator  Underwood.  Yes. 

Mr.  WiLLARD.  I  should  be  inclined  to  think  that  they  might  be,. 
with  the  present  volume  of  business;  but,  of  course,  business  has 
fallen  off  very  greatly  since  tlie  first  of  the  year,  and  I  think  it  is 
extremely  doubtful  whether  under  Government  operation  or  in  any 
other  way  the  existing  basis  of  rates  on  a  much  smaller  volume  of 
business  will  be  sufficient  to  carry  these  larger  expenses.  I  do  not 
know. 

Senator  Underwood.  Mr.  Willard,  are  there  not  two  sides  to  that 
question  of  volume  of  business?  Of  course  I  recognize  the  fact  that 
the  larger  the  business,  Avhen  everything  is  working  in  accord,  the 
greater  the  return,  but  sometimes  with  less  business  the  railroads 
make  more  net  returns  ? 

Mr.  Willard.  Yes;  sometimes. 

Senator  Underwood.  And  as  over  60  per  cent  of  the  present  ex- 
penditure is  for  labor,  with  the  business  falling  off,  of  course  the 
employment  of  labor  falls  off? 

Mr.  Willard.  To  some  extent.  There  is  a  minimum  amount  of 
labor  to  be  employed,  of  course.  You  generally  have  to  keep  a  station 
open  whether  it  is  doing  little  business  or  a  great  deal. 

Senator  Underwood.  But  the  labor  falls  off  in  proportion  to  the 
amount  of  freight  transported  ? 

Mr.  Willard.  Yes. 

Senator  Underwood.  And  that  is  where  the  highest  wages  paid 
and  the  greatest  charge  for  wages  comes  from,  is  it  not? 

Mr.  Willard.  Yes. 
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Senator  Underwood.  So  is  it  not  probable  that  under  existing  rates 
the  returns  to  the  systems  are  sufficient  to  take  care  of  the  situation  ? 

Mr.  WiLLARD.  I  can  not  answer  that  in  the  affirmative.  Senator. 
I  have  in  mind — and  it  may  throw  some  light  on  the  matter — a  state- 
ment that  I  have  had  prepared  applying  the  rates  that  are  in  effect 
to-day  to  the  business  which  was  done  by  the  Baltimore  &  Ohio  Rail- 
road in  the  year  ended  January  30,  1916,  and  I  have  found  that  if  we 
had  had  the  present  rates  in  effect  that  year  we  would  have  earned 
fifty  million  dollars  more  on  the  business  we  actually  handled.  That 
was  before  our  country  went  into  the  war,  although  the  business  of 
the  country  had  already  responded  to  the  war  over  there. 

Senator  Underwood.  Was  that  allowing  for  the  increase  in  wages? 

Mr.  WiLLARD.  No ;  I  was  coming  to  that.  I  have  also  had  the  wages 
now  in  effect  applied  to  the  same  number  of  men  we  actually  em- 
ployed during  that  year,  and  I  have  found  that  adds  to  our  expenses 
fifty-two  million  dollars;  so  that  the  increased  rates  now  in  effect 
would  have  fallen  short  in  1916  of  the  amount  necessary  to  meet 
the  increased  costs  by  two  million  dollars,  due  to  taking  care  of  the 
increase  in  wages,  if  they  had  been  in  effect  at  that  time,  with  the 
same  number  of  men  and  the  same  amount  of  business.  Now,  other 
increases  of  wages  are  to  be  made,  I  understand. 

The  Chairman.  I  have  a  letter  here  from  Mr.  McAdoo  correcting 
an  error  in  a  statement  that  he  made,  and  I  will,  at  his  request,  sub- 
mit it,  to  be  entered  in  the  record. 

(The  letter  above  referred  to  appears  in  full  below,  as  follows:) 

Santa  Baebara,  Cal.,  February  8,  IBW. 
My  Dkab  Senator  :  I  find  that  I  inadvertently  did  the  Chicago  &  Alton  Rail- 
road an  injustice  in  my  testimony  before  the  Senate  Committee  on  Interstate 
Commerce,  page  70,  where  I  said,  "  Take  the  Chicago  &  Alton.  They  wanted 
10  locomotives.  We  gave  them  10,  and  they  would  now  like  to  reduce  the  10 
because  of  the  armistice.  They  want  to  leave  the  Federal  Government  to  hold 
the  bag." 

The  last  sentence  should  be  stricken  out,  as  it  does  the  Chicago  &  Alton  an 
injustice.  As  a  matter  of  fact,  it  was  intended  to  apply  to  other  railroad  cor- 
porations which  were  protesting  the  equipment  and  not  to  the  Chicago  &  Alton. 
I  find  that  the  Chicago  &  Alton  had  expressed  its  willingness  to  accept  the 
equipment  ordered  for  its  account  provided  it  could  get  assistance  from  the 
Government,  upon  terms  it  suggested,  for  financing  the  same.  Their  attitude 
in  the  matter  is  not  subject  to  proper  criticism. 

May  I  ask  that  you  insert  this  in  the  record,  because  I  would  not  intentionally 
do  this  company  an  injustice? 
Cordially,  yours, 

W.  G.  McAdoo. 
Hon.  E.  D.  Smith, 

Chairman  Committee  on  Interstate  Commerce, 

^United  States  Senate,  Washington,  D.  C. 

Senator  Pomerene.  Mr.  Willard,  in  the  early  part  of  your  discus- 
sion you  referred  to  a  6  per  cent  net  earning  and  you  indicated  that 
out  of  these  net  earnings  a  certain  sum  had  to  pass  to  the  investment 
account  which  really  did  not  increase  the  earning  capacity  of  the 
road.  I  wish  you  would  illustrate  what  you  mean  by  that.  What 
kind  of  an  investment  would  be  added  to  the  property  account  which 
would  not  increase  the  earning  capacity  ? 

Mr.  WiLLARD.  Under  the  existing  rules  of  the  Interstate  Commerce 
Commission  the  line  is  drawn  very  definitely.  If  it  were  necessary — 
I  think  Judge  Lovett  used  this  illustration — to  put  a  refrigerator  box 
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on  the  end  of  a  dining  car  to  meet  a  certain  situation,  that  could  not 
be  charged  to  operating  expenses;  it  would  have  to  be  charged  to 
capital  account;  or,  if  a  small  addition  were  made  to  a  station — a 
signal  put  on  or  a  partition  removed  and  the  station  enlarged,  at  a 
cost  of  perhaps  five  or  six  hundred  or  a  thousand  dollars,  it  could  not 
be  charged  into  the  operating  expenses ;  it  would  have  to  be  charged 
to  the  capital  account.  If  a  street  crossing  or  a  grade  crossing  should 
be  eliminated,  that,  of  course,  would  be  charged  to  capital  account; 
and  usually  there  is  very  little  saving  effected  by  those  expenditures. 
Sometimes  a  watchman  is  taken  off,  but  whatever  the  saving  may  be, 
it  falls  far  short  of  carrying  the  interest  charge  incident  to  the 
change  or  improvement,  and,  of  course,  those  things  add  very  little, 
if  anything,  to  the  earning  capacity  of  the  property. 

Now,  if  such  expenditures  can  not  and  ought  not  to  be  included  in 
the  operating  expenses  they  must  either  be  paid  for  out  of  the  so- 
called  net  operating  income  or  they  must  be  paid  for  by  the  sale  of 
securities;  and  if  you  sold  securities  to  pay  for  things  of  that  kind, 
sooner  or  later  you  would  meet  financial  disaster.  Now,  experience 
seems  to  show  that  an  amount  certainly  not  less  than  one-half  of  1 
per  cent  per  annum  upon  the  property  investment  account — that 
would  be,  say,  $95,000,000  for  all  the  railroads  in  this  country — must 
be  spent  every  year  for  that  particular  purpose,  and  preferably  a 
larger  sum. 

Senator  Pomerene.  I  am  assuming  that  6  per  cent  would  be  re- 
garded as  a  fair  net  return  on  the  investment  account.  What  pro- 
vision, in  your  judgment,  should  be  made  to  take  care,  for  instance, 
of  some  great  disaster  like  that  which  occurred  in  Ohio  in  1913, 
when  the  railroad  properties  throughout  the  State  were  very  ma- 
terially damaged? 

Mr.  WiLLARD.  Well,  of  course,  that  fund  would  be  available,  we 
will  say,  for  the  most  pressing  things  of  that  character  and  as  much 
of  that  fund  used  for  the  purpose  as  was  thought  to  be  in  the 
public  interest,  as  a  loan,  of  course,  otherwise  you  might  have  to  re- 
duce dividends,  if  a  road  had  not  been  able  to  establish  a  fund  to 
assure  dividends.  It  is  my  thought  that  in  a  plan  such  as  I  am  dis- 
cussing it  would  be  desirable  for  the  individual  carriers,  if  possible, 
to  create  for  themselves  a  fund  which  might  carry  them  over  a  period 
of  that  kind. 

Senator  Pomerene.  In  any  event,  whatever  might  be  the  method 
or  nature  of  the  control  or  ownership,  wise  railroad  administration 
would  have  to  anticipate  such  contingencies  as  that  ? 

Mr.  WiLLARD.  Yes. 

Senator  Cummins.  In  that  connection,  may  I  ask  a  quastion? 

Senator  Pomerene.  Certainly. 

Senator  Cummins.  Such  expenditures  as  the  gentleman  from  Ohio 
has  just  mentioned  would  be  charged  to  maintenance?  It  is  only 
a  question  of  having  the  money  on  hand  to  defray  them,  is  it  not? 

Mr.  WiLLARD.  That  would  be,  upon  the  face  of  it.  altogether  true. 
Senator,  but  what  usually  happens  is  this:  If  a  bridge  goes  out,  of 
course,  there  would  be  charged  to  maintenance  the  cost  of  replacing 
in  kind  that  particular  bridge,  but  usually  the  cost  would  be  more 
than  that,  because  it  would  probably  be  strengthened  in  harmony 
with  present-day  practice,  so  that  there  is  almost  always  a  charge  in 
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such  cases  that  has  to  be  made  against  net  income ;  but  very  largely 
you  are  right,  Senator. 

Senator  Cummins.  The  excess  over  the  original  cost  would  be 
charged  to  capital? 

Mr.  WiLLARD.  Yes. 

Senator  Cummins.  But  the  replacement  of  the  structure  itself 
would  be  charged  to  maintenance? 

Mr.  WiLLARD.  Yes ;  that  would  be  an  operating  charge. 

Senator  Kellogg.  If  I  may  ask  Mr.  Willard  just  a  question  there? 

Senator  Pomerene.  Yes. 

Senator  Kellogg.  Generally  speaking,  improvements  and  better- 
ments which  are  for  the  convenience  of  the  public,  but  which  do  not 
produce  revenue  sufficient  to  pay  the  interest  upon  the  improve- 
ment, must  in  good  railroad  financing  be  taken  out  of  operating  ex- 
penses ? 

Mr.  WiLLARD.  That  is  my  opinion. 

Senator  Kellogg.  Or  charged  to  operajting  expenses  ? 

Mr.  WiLLARD.  Either  operating  expenses  or  operating  income,  if 
you  keep  them  separate. 

Senator  Kellogg.  Well,  that  is  the  same  thing. 

Mr.  WiLLARD.  Yes;  the  same  thing. 

Senator  Kellogg.  There  are  constant  improvements  to  stations, 
and  even  the  construction  of  new  stations,  and  nianj^  improvements 
that  do  not  produce  any  net  revenue  at  all,  are  there  not? 

]\Ir.  WiLLARD.  Yes. 

Senator  Kello(;g.  And  any  other  plan  would  mean  that  some  da}' 
the  railroad  would  be  bankrupt? 

Mr.  WiLLARD.  Yes. 

The  Chair:man.  A  message  has  been  sent  over  from  the  Senate  that 
every  Senator  is  requested  to  come  over  on  this  vote.  I  would  sug- 
gest that  we  stand  adjourned  until  to-morrow  morning,  and  at  the 
same  hour,  10  o'clock. 

Senator  Cu3imins.  Let  us  meet  at  9  o'clock  to-morrow  morning, 
so  that  we  may  accomplish  something. 

Senator  Kellogg.  I  am  willing  to  meet  at  9. 

The  Chairman.  Very  well,  we  will  meet  at  9  o'clock  to-morrow 
morning. 

(Whereupon,  at  11.15  o'clock  a.  m..  the  committee  adjourned  until 
Wednesday,  February  19.  1919,  at  9  o'clock  a.  m.) 

(The  statement  prepared  by  ISIr.  Daniel  Willard  appears  in  full 
below,  as  follows:) 

The  ste.^l^-l•aill•oad  system  of  the  United  States,  of  approximately  2G0.000 
miles  of  main  lines,  representing:  an  investn:ent  in  property  of  about 
$18,000,000,000.  has  been  developed  almost  wholly  by  private  initiative,  with 
private  capital,  and  until  December  28  1917,  the  control,  management,  and  opera- 
tion of  this  creat  enterprise  was  vested  in  the  owning  corporations,  sub.ject  to 
governmental  regulation.  On  the  date  above  mentioned  the  I'resident  of  the 
United  States,  acting  under  special  authority,  granted  by  Congress  as  a  war 
measure,  took  possession  and  assumed  control  of  practically  all  the  steam 
railroads  and  proceeded  to  operate  them  through  duly  appointed  officials  as  if 
they  were  in  fact  the  property  of  the  Government,  and  Government  control 
and  operation  of  the  railroads  still  obtains. 

Unfortunatelv,  there  seems  to  be  in  many  quarters  a  lack  of  definite  under- 
standirt-  of  the  circumstances  which  promiited  and  .iustified  this  act  of  the 
President.  It  has  been  suggested— in  fact,  definitely  stated  by  men  whose 
opinions  should  have  great  weight— that  the  economic  policy  which  among  other 
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things  liad  induced  the  Investment  of  $18,000,000,000  of  private  capital  in  rail- 
road facilities  had  broken  down,  that  private  management  had  failed,  and 
that  it  lias  now  become  necessary  in  the  public  interest  to  abandon  the  policy 
developed  througli  more  than  SO  years  of  actual  experience  and  substitute 
therefor  some  new  and  untried  experiment.  Undoubtedly  certain  changes  in 
our  policy  of  railroad  regulation  should  now  be  made,  but  the  very  defects 
which  have  been  developed  in  practice  under  the  existing  plan  point  the  way 
to  the  needed  remedies. 

My  entire  business  life  has  been  spent  in  the  railroad  service,  and  for  nearly 
two  years  I  served  as  chairman  of  the  transportation  committee  of  the  advisory 
commission  of  the  Council  of  National  Defense,  and  with  your  permission  I 
sh(^uld  like  to  review  briefly  some  of  the  circumstances  which  culminated  in 
Federal  control  and  operation  of  the  railroads,  and  I  shall  also  venture  to  offer 
some  suggestions  as  to  the  essential  requirements  of  a  future  policy  for  the  regu- 
lation of  the  railroads. 

As  chairman  of  the  transportation  committee  of  the  advisory  commission, 
it  became  my  duty  to  make  recommendations  to  the  Council  of  National  Defense 
concerning  transportation  matters.  Almost  before  the  advisory  commission 
could  be  organized,  however,  this  country  entered  the  war,  and  the  program  of 
the  commission  from  that  time  forward  was  dominated  very  largely  by  that  fact. 
It  soon  became  apparent  that  in  such  an  emergency  the  more  important  agencies 
of  transportation  should  be  so  coordinated  that  they  might,  so  far  as  possible, 
work  together  in  a  helpful  and  efficient  manner,  and  further,  that  in  relation  to- 
the  steam  roads  there  should  be  established  a  unity  of  control  or  direction 
beyond  anything  that  had  hitherto  been  found  necessary  in  times  of  peace. 

At  the  suggestion  of  tlie  Council  of  National  Defense  a  conference  of  the 
chief  executives  of  all  the  principal  steam  railroads  in  the  United  States  wa» 
called  to  be  held  in  the  city  of  Washington  on  April  11,  1917,  and  at  that  confer- 
ence the  situation  was  explained  by  the  representative  of  the  council,  and  it  was 
recommended  that  there  be  created  a  committee  or  some  agency  clothed  with 
sufficient  power  to  bring  about  unity  of  direction  of  all  the  steam  railroads  in 
order  that  the  transportation  needs  of  the  situation  might  be  promptly  and 
effectively  dealt  with.  After  a  brief  discussion  by  the  executives  so  assembled, 
the  following  i-esolution  was  unanimously  adopted: 

"  Resolved,  That  the  railroads  of  the  United  States,  acting  through  their  chief 
executive  officers  here  and  now  assembled,  and  stirred  by  a  high  sense  of  their 
oi)portunity  to  be  of  the  greatest  service  to  their  country  in  the  present  national 
crisis,  do  hereby  pledge  themselves,  with  the  Government  of  the  United  States, 
and  with  the  governments  of  the  several  States,  and  one  with  another,  that 
during  the  present  war  they  will  coordinate  their  operations  in  a  continental 
railway  system,  merging,  during  such  period,  all  their  merely  individual  competi- 
tive activities  in  the  effort  to  produce  a  maximunv  of  national  transportation 
efficiency.  To  this  end  they  hereby  agree  to  create  an  organization  which  shall 
have  general  authority  to  formulate  in  detail  and  from  time  to  time  a  policy  of 
operation  of  all  or  any  of  the  railways,  which  policy,  when  and  as  announced  by 
such  temjtorary  organization,  shall  be  accepted  and  earnestly  made  effective  by 
the  several  managements  of  the  individual  railroad  companies  here  repre- 
sented." 

This  action  by  the  executive  officers  was  promptly  confirmed  by  the  boards  of 
directors  of  practically  all  the  steam  railroad  companies  in  the  United  States. 

A  committee  consisting  of  five  railroad  iiresidents  was  ai)pointed.  The  com- 
mittee established  offices  in  the  city  of  Washington  and  proC(>eded  immediately 
with  its  work.  Other  connnittees.  representing  the  electric  railways,  the  inland 
Nvaterways,  and  motor  transport  on  the  highways  were  also  formed  for  the  pur- 
pose of  procuring  greater  coordination  of  effort  between  these  several  agencies 
of  transportation. 

My  experience  with  these  committees  convinced  me  that  it  was  desirable, 
in  fact  necessary,  that  in  time  of  war  or  unusual  emergency,  all  of  the  more 
important  agencies  of  transjjortation  shiuild  be  so  coordinated  that,  taken 
together  and  as  a  whole,  they  might  l)e  said  to  form  a  national  system  of 
transportation.  I  am,  therefore,  under  certain  conditions,  in  full  accord  with 
the  director  general  when  he  urges  the  desirability  of  unified  control  of  the 
steam  railroads,  but  unified  control,  like  all  things  else  of  real  value,  must  be 
paid  for  in  some  manner,  and  the  price  of  unified  control  is  the  sacrifice  of 
competition  of  service.  There  can  not  be  unity  of  control  and  competition  of 
service  at  one  and  the  same  time;  the  two  things  are  incompatible.  Competi- 
tion of  service  has  probably  done  more  than  any  other  one  thing  or  infiuence 
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uuloned  unless  something-  else  of  ennl  or  i l'.  l"'^  ''',""  r'^"^  should  it  be 
lace.  I  do  not,  however,  siiare  t  e  v  ews  of  fl  e  litL?'"^  '^'^  ""^'*'"^^^'  ^^  '*« 
mtrol.  when  desirable,  can  not  be  hVd  mdpr  ^,  •  r"'*''''  ^^"^'"'^^  ^'^''it  unified, 
.ental  regulation  and  the  infornmti  n'lS  M^^^^  K  utt^Thn-Tl",^^  "!"?  ^'"^^^^•"- 
ns  eounnittee  concerning  the  results  of  nVLi  A  i\^uttj,c^mtt  has  laid  before 
stained  by  the  so-called  Railway  War  Lnn^f^^^  "i^  '*"^"'"  railroads 

'ding  Federal  control,  affords  an  ,1  snibs  hiN.,  ?  ^^''''^'^  ""^  ""'^  '"^'^^t'^^  Pi'e- 
mdition  finally  developed  ^^lich   the  volun  ^^^^^^^^  '^^"^^-     That  a 

.ili-oads,  subject  as  it  was  to  manrstat^ito  w   Ltn?^^^^^  ^'^^^^^^  ^^  th^^ 

itb  promptly  and  effectively!  nC^3ea,Selt^^^  *^  ^^^'^^ 

ent  from  the  director  general  that  L  nlsn  wnnui  i.  V"^  "'^  ^^^'"^^'^  ^^ate- 
fectively  with  the  same  situation  had  it  nnM  ^'^^'^^een  unable  to  deal 
ithorized  by  law  to  ignore  he  ^•estHcHonswh-'?  ""''  '^^  ^'^^'^  "^''^t  he  was: 
ider  private  operation  lestuctions  which  applied  to  the  railroads. 

I'^^^^s'zs;^  ^zsjs^^^^rr  f -^^  ^-^-^-  ^ha. 

»n  matters  incident  to  the  sudden  Change  i^i  19lf  f i;"!  "5;it 'T^  transporta- 
ne  basis,  and  much  was  reouired  besides  fVini.        V^  Peace-time  to  a  war- 

^j^^us;s.vs^^r^;st;;2^r{S^ 

ler  that  the  transportation  fadlitS  ruseTmi^ht  h?'^'''"^/'l\"'^  '"^^^^'''-^l  *"> 
It  seemed  to  bear  a  more  intimate  Satio  fn^lL^  available  for  purposes- 
^eloped  that  in  the  State  of  Obin  in,.l  l  I    "^^  conduct  of  the  war.     It 

road-building  vu^i^'l^^^  hT^lveT'^:  ''''''  ^^"  appropriated 
es  of  road  under  repair  had  been  nindPin.Loli'''^'^"  started,  and  many 
t  time  the  movement  of  necessary  z-ot^  f°^   f«  discontinue  at 

ted  in  a  general  stoppage  o??hrwo4  and  imib^i^  '^ave  re- 

public. This  situat  on,  wLSi  was  bro  -h^^-  '  -  "^^^"venience  to 
nerene,  was  laid  before  the  Ranrond  w?  r  'r'^  attention  by  Senator 
ged  with  the  highway  commSsiiners  oT  th.  4Vl'  ^'  ^^^^^"^"^^  ^^as  ar- 
eed  upon  whereululer  work  aSv  started  wo^^^^^^^  a-  program   was 

5ssary  material  for  such  completion  won i.   hi  '?^  completed  and  the 

'  reached  that  when  the  wor     so  t)ro^^^^^^^^  agreement  was 

.-ements  of  that  kind  if  not  actunn^  >!  ^^  '"'^'^  finished  additional  im- 
:  the  transportation  ffcimfes  so  usii'nf'hfii  ^^'^"15^  ^  ^'^^^"'^^^  i»  order 
artant  purposes.     I  mentio    Oiis  cSe  L  s  S^^^^  °"'''  ''"^^  "^"^'^ 

similar  kind  that  had  to  be  c^nJt  witlf  S^l"  f  "f  "merable  instances 

not  possible  at  that  time  or  In  In,  L  .  ,"f  '^'''■^•''  "^ays  of  the  war.  It 
Is  to  place  such  restricts  unon?L''^r^  '^''^  ''*'*  '^^"^  ''''^^'  for  ^^^  rail- 
>try  as  were  foun     to     e  neTssa  w^'d  nr^^^^  commerce  of  the 

se,  be  understood  that  at  tl  e  thne  to  wh  rof  r  ,  /''^  f  ^'^*^f  ^^-  ^^  will,  of 
iers  had  no  legal  right  to  wi  hold  .^Jr«  i,  ^  ''''  "'"^  railroads  as  common 
less  of  the  character  of  the  shipment  '''"'''^"^  '^"'^"^"^  *«  ^^"P'  ^e- 

n   of  commercial    and   incLstiial   nf.Hj^f^^^^^^^^^ 

ed  to  deal  with,  while  at    he  s^ime  t  n5\  n         '*   '''^'''^   "^^   railroads  were 
and  regulations  established  by  l!a4     "^  ^'"^'''"^^  '^^^  "^^ard  for  the  existing 
iring  the  summer  and  fall  of  IQIT  Vr.,-  ,-,icf„ 

lequate  machinery  or  oi^an^znjion  to  d^i  .f  V,"^^'^  '^'^^  ''^^  ^^«re  lack 
quently  arrangemen  s  verp  nVn^o  l  '''  'V,"'  "'^  <^^P«rt  situation.  Not 
.es  of  foodstuffs    vfuinVnvfn       ^"  assemble  at  the  Atlantic  seaboard 

teamship  arHved-!ome  imes  ev^n  "  fS'i?  w  ''""T'  T^"^'  ^«  '^•-•"  ^^^^-^' 
xigencies  of  the  forei-n  s/  nntl\n  ^-'^  '''^^  Partl.v  loaded— that  under 
foodstuffs  an  Ifre  .df  nir,  n:i  '  '"""^^^O"'^  ^^'^re  more  urgentlv  rtKpiired 
efforts  nimle  to  1  asii  V  ..iSmuHte  iuc?^^^  ''''"'  '''''''''  '^^  ^'^"^"^•^^1  am 
•equired.  This  cond  L  of  coursp  ,i.VL?'^''  ^^'  ^^^,^  "^^'^"^  **f  "^^  ^it^a- 
everal  North  Atlantic  nArts      Tof '  '^^"^^^^^  '^  a  gradual  accumulation  at 

es  were  created  to  deaf  wh  su?h  ma?te!??nd';'^'  '''''''''''-  '''''''''  ''^^' 
it  freight  proceeded  forwa^f  in"a  m^e  o' dU"  mLiSr''^^  ""'"'^  "^^"^- 
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These  narticular  questions  and  many  others  of  a  simUar  kind  were  not  pr 
n,n^-iunn,?entirelv  matters  of  raih-oad  control  and  operation,  although  closel 
reH  eVthtetrb  t^^^^^^^^^^^  that  developed,  and  naturally  so,  out  of 

condiuVn  of     -m-m  wa     and  later  on  were  dealt  with  more  or  less  effectue 
bH  emfferent  oovermnental  agencies  established  for  that  pui-pose. 

It  has  freq  entlv  been  asserted  that  the  steam  railroads  in  the  Lnited  Stat, 
iindenrivate  ownership  had  broken  down,  and  that  it  became  necessary  c 
Ihi  ac^couSt  foi  the  Go'x-ernment  in  a  time  of  great  and  unprecedented  enie 
^encn  to  ake  possession  and  assume  control  of  the  physic-al  P^-oi>eities^  I  c 
■;;ora"-iee  wUh  those  who  hold  that  opinion,  nor  can  I  hnd  anything  ni  tl 
X   .f  ,?.  •fnvniVnce  of  the  carriers  under  private  control  and  operation,  • 

cles  of  transportation  railroads  bv  the  President 

I  was  not  opposvd  to    he  taung^  possible 'necessity  for  su 

^T"^'.^  u^^SeZ^^tr^yi^^a  for  it  by  suitable  legislation  pass 
??rnth^e'Sre  ;n  at  a  time  when  the  railroads  were  cariTing  a  great 
voirrc,^trafl^'than  ever  before,  and  when  no  one  ventured  to  suggest  tl 

^''^^Mr^c^u^H^'haJ^lSJl  wi:^  tSs^'Sroad  facilities,  particulai^y  ni  t 
F.St   ha4  been  deve^  to  meet  the  normal  peace-time  requirements  of  co 

mJfc'e   with  an  excess  ^^  sufficient  for  such  increased  aemands  as  m  m 

meice,  ^^  "\^"  ^',-^'^^.  ,  ./,,,,  -u^^  there  have  been  times  when  the  railroads, 
reasonably  be  ^^l^^^\^,f ' '/^"'V''  ^ „?, '"^^^^^^^  the  temporarv  demands  for  transp  j 

prudent   public   l^^  ^  •  /^J"\^'^   •;\.J'^^^^^  ,f  slow  growth  and  in  times 

mmmmmm 

?'^"  \.  H  .  toniT-e  wlih-h^  pi:evi<nisly  been  carried  in  tbat  manner  ^ 
drawn  and  the  ti>'"l;i'-f^^j"' ""'';.  |,  ....utMsion  resulting  from  these  chan 
^'""ri^nnMu  hS'^S  oi-dS^  "oordh!Sn"oi  shipments  and  facilities.     : 

mmmmmm 

ocean  <iur«'i>.  tliJt  "f  '^J""  "I  ,',.,..-  „,  eutorcwl  coniDftition  liase.l  o 
seriously  eongeste<    or  W"  1^^^^^^^^  ,„,i,„  ,„e,f  to  the 

f,irrofThfolS.  bkiuL  «^.'ai>i.ll.v  nuu'uulus  cost  of  operation.  Loo, 
"■',"*^"'i;  rt   n  imllov  of  recolntion  rtosisnoil  to  ileal  with  peiJce-time  eon.lit 

4SS£f^:^^i:r:n?,"ss«s^t"^,^^^^^^^ 

r;\   .11  of    4  n  latio       s  will   not  only  properly  protect  and  l>ro!>';f      'e 

5i;!iS:?^n.;si'ii^o;rs>r"<sssi^^^^^^ 

'"■7;;.l::"L™SS  ami  operation  of  the  rallroa.ls  as  a  poli.y  have  not  ft 

H3v?^ef«i^;y'i;:;-Lsra^„;s^^^^^ 

amllniceeded  to  run  them  as  if  there  were  no  restrictive  laws  and  legulal 
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Actual  exjierienre  now  leads  to  the  conclusion,  so  it  seems  to  me,  that  the 
lilroads  under  private  ownership,  and  subject  always  to  sovernmental  regu- 
tion,  should  be  lawfully  authorized  to  do  whatever  would  be  done  in  the 
iiblio  interest  under  Government  ownership  and  operation  or  is  actually 
^ing  done  in  such  interest  at  the  present  time  under  governmental  control  and 
peration. 

I  am  familiar  with  the  recommendations  that  have  been  submitted  to  this 
^mmission  by  Mr.  Cuyler  on  behalf  of  the  Association  of  Railway  Executives 
,id  further  and  ably  elaborated  by  Mr.  Thorn,  and  I  approve  "and  indorse 
le  general  plan  .so  outlined  because  I  believe  that  if  adopted  and  put  in 
feet  with  a  fiim  desire  to  make  it  succeed  it  would  provide  such  method  of 
•ocedure  and  such  agencies  of  control  as  would  enable  the  railroads  in  the 
iture  under  private  ownership  to  deal  promptly  and  effectively  with  any  prob- 
>le  emergency  which  might  arise,  and  if  in  comiecti(m  therewith  Congress 
ill  establish  a  definite  and  adequate  rule  for  rate  making  as  related  to  th^ 
vested  capital  the  credit  of  the  carriers,  which  has  been  seriously  disturbed 
'  the  uncertainties  of  the  past,  will  again  and  in  time  be  sutRciently  restored 
attract  the  large  .sums  of  new  capital  constantly  required  for  the  additional 
cilities  and  equipment  necessary  to  keep  pace  with  the  growing  commerce  of 
is  country. 

I  have  listened  to  the  report  and  recommendations  submitted  by  Mr.  Clark  on 
■half  of  the  Interstate  Connnerce  Connnission.  and  to  his  suggestive  comments 
ereon,  and  if  his  recommendations  should  be  adopted  and  made  effective  bj^ 
itable  legislation.  I  believe  they  also  would  go  far  toward  meeting  the  require- 
ents  of  the  situation.     The  two  plans  have  much  in  common,  but  the  one  sug- 
sted  by  Mr.  Cuyler  would  give  to  the  Interstate  Commerce  Commission  exclu- 
de authority  to  deal  with  all  rates  and  security  issues,  would  have  Congress 
ovide  a  definite  rule  for  rate  making,  and  would  create  a  new  department  of 
ansportation.  the  head  of  which  would  have  a  seat  in  the  President's  Cabinet, 
ich  a  department,  in  my  opinion,  is  desirable  primarily  in  order  to  bring  about 
at  cooperative  development  and  use  of  the  different  agencies  of  transportation 
lich  are  needed  in  the  public  interest.     There  are  in  this  country  at  the  present 
ne  approximately  260.000  miles  of  steam  railroads.  48.000  miles'of  electric  rail- 
lys.  26.000  miles  of  navigable  rivers,  exclusive  of  lakes  and  canals,  and  about 
iOO.OOO  miles  it  highways.     These  several  agencies  of  transportation,  taken  as 
whole,  may  be  said  to  constitute  our  national  system  of  transportation,  and 
w  to  develop  and  secure  the  fullest  and  most  economic  use  of  all  of  these- 
i-eral  agencies  constitutes  our  transportation  problem  in  its  broadest  sense. 
lere  is  now  no  single  officer  or  agency  of  the  Government  whose  duty  it  is  ta 
idy  the  transportation  problem  as  a  whole.     A  secretary  of  transportation 
iild  perform  that  duty  and  at  the  same  time  could  relieve  the  Interstate  Com- 
n-ce  Commission  of  much  of  the  purely  administrative  work  now  imposed  upon 
fit  body.     It  is  not  proposed,  nor  is  it  desirable,  that  the  secretary  of  trans- 
rtation  should  have  executive  authority  either  over  the  personnel  "or  physical 
"•perty  of  the  railroads  or  other  transportation  agencies.     It  is  suggested  that 
should  study  the  transportation  problem  as  a  whole  and  advise  the  President 
w  the  public  interests  may  be  best  promoted  in  that  connection, 
rhere  is  no  escaping  the  fact  that  since  1910  the  clearly  e.stablished  trend  of 
Iway  credit  in  this  country  has  been  steadily  downward,  and  while  many 
ferent  matters  may  and  do  affect  financial  credit,  nothing  can  possibly  create 
support  such  credit  in  the  absence  of  adequate  and  assured  income,  and  rail- 
y  income  is  dependent  primarily  upon  the  rates  and  charges  a  railway  is 
horized  to  collect  for  the  service  which  it  performs.     Commissioner  Clark, 
aking  for  the  Interstate  Commerce  Commission  said,  "  The  rates  should  not 
higher  than  the  .shipper  may  reasonably  be  required  to  pay  and  should  not 
lower  than  the  carrier  may  reasonably  be  required  to  accept."    This  rule  for 
e  making,  while  seemingly  equitable  and  fair,  is  indefinite  and  fundamentally 
certain  in  its  application,  and  on  that  account  is  unsatisfactory  as  a  basis  fo"r 
dit.  and  it  was  because  the  need  of  a  definite  and  deiiendahfe  rule  for  rate 
king  as  related  to  invested  capital  was  believed  to  be  essential   that  the 
iway  executives  have  recommended  that  Congress  provide  such  a  rule. 
Tr.  Warfield,  on  behalf  of  the  National  Association  of  Owners  of  Railroad 
•urities,  hits  proposed  a  definite  rule  for  rate  making.     His  recommendation, 
I  understand  it.  contemplates  that  rates  shall  be  established  in  each  of  the 
called  rate  regions,  so  as  to  yield,  as  nesrlv  as  may  be.  a  fixed  nercentaee 
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return  upon  tlie  combined  value  of  the  property  devoted  to  the  public  use  b; 
the  railroads  in  that  region,  with  the  limitation  that  if  any  individual  carrier 
in  such  region  shall  be  able  to  earn  from  rates  so  fixed  a  greater  return  upon 
the  value  of  its  property  than  the  rate  per  cent  fixed  for  the  region  two-thirds 
of  such  excess  shall  go  to  the  Government.  While  this  plan  does  not  contem- 
plate a  positive  guarantee  of  any  fixed  amount,  it  would  afford  a  definite  guide 
or  measure  and  would,  in  my  opinion,  be  a  decided  Improvement  upon  the 
methods  of  the  past.  He  suggests  that  6  per  cent  be  the  fixed  rate  of  return 
upon  the  value  of  the  property  as  shown  by  the  book  investment  account  of 
road  and  equipment. 

While  I  recognize  that  the  rate  of  return  to  be  allowed,  the  manner  of  ascer- 
taining the  value  of  the  property,  and  the  disposition  of  so-called  excess  earnings 
may  well  be  matters  for  discussion,  I  think  there  can  be  no  difference  of  opinion 
-concerning  the  soundness  of  the  principle  underlying  his  recommendation,  and  I 
firmly  believe  that  no  less  a  rate  of  return  than  6  per  cent  upon  no  less  an  amount 
than  the  combined  book  property  investment  account  of  all  the  railroads  taken 
^s  a  whole  will  be  sufficient  to  establish  and  sustain  the  credit  of  the  carriers. 
My  own  study  of  the  problem  leads  me  to  the  conclusion  that  a  rate  of  return 
of  6^  per  cent  upon  the  combined  property  investment  account  of  all  the  rail- 
roads is  not  too  large,  and  a  rate  of  6  per  cent,  I  fear,  may  prove  to  be  too  small, 
and  it  may  be  fairly  said  that  the  success  or  failure  of  private  ownership  of  the 
railroads  as  an  economic  policy  rests  upon  the  wise  and  correct  determination  of 
this  p.-irticuhir  phase  of  the  problem.  When  we  say  that  the  net  operating  income 
of  a  railroad  is  equal  to  6  per  ceut  upon  its  property  investment  or  invested  capi- 
tal, it  must  not  he  assumed  that  the  whole  of  that  amount  is  available  for  inter- 
-est  aivl  dividends,  because  experience  has  shown  that  not  less  than  one-half  per 
cent  upon  invested  cai)ital,  and  preferably  more,  must  be  spent  each  year  by  pub- 
lic utilities  such  as  railroads  for  additions  and  improvements,  which  do  not  in- 
crease tlie  earning  capacity  of  the  property,  and  inasnuich  as  such  expeudituies 
must  be  made  and  can  not  be  charged  to  operating  expenses  they  must  either  be 
paid  for  out  of  operating  income  or  else  be  capitalized,  and  the  latter  c<nir.se 
would  mean  ultimate  financial  disa.ster.  It  is  for  this  reason  that  I  doubt 
wliether  a  return  of  6  per  cent  upon  property  investment — whicli  would  re.illy 
mean  not  more  than  5^  per  cent  for  interest  and  dividends — would  be  sufticirnt 
to  properly  sustain  credit  througli  a  series  of  years. 

In  the  application  of  such  a  plan  as  the  security  holders  suggest  it  should  be 
kept  in  mind  that  in  no  event  would  any  individual  carrier  receive  excessive  re- 
turns because  of  participation  of  the  Government  in  all  earnings  in  excess  of  a 
fixed  amount ;  the  excess  earnings  so  accruing  to  the  Government  should  be  u-'d 
in  such  manner  as  would  best  serve  the  public  interest. 

All  are  seemingly  willing  that  the  railroads  should  be  permitted,  in  the 
public  interest,  to  pay  a  fair  return  upon  the  fair  value  of  their  property  de- 
voted to  the  public  use,  but  I  am  convinced  that  it  has  now  become  necessary 
that  someone  speaking  with  authority  should  say  definitely  what  is  a  f.iir 
rate  of  return  and  upon  what  definite  amount.  Congress  undoubtedly  has 
authority  to  fix  the  rate  of  return  on  property  devoted  to  the  public  use.  and 
until  some  fairer  or  more  accurate  basis  is  found  for  determining  the  value 
of  the  railroad  properties  so  used,  I  respectfully  submit  that  the  book  invest- 
ment accounts  of  the  carriers  as  a  whole  afford  the  best  evidence  of  such  vahie. 

As  bearing  directly  upon  this  phase  of  the  general  problem,  the  Interstate 
Conuuerce  Commission  in  1914  unanimously  found  that  a  return  of  i^^i(^  per 
cent  upon  the  combined  book  investment  in  roatl  aiul  e(iui|)ment  of  the  38  rail- 
roads involved  in  the  5  per  cent  rate  case  was  lower  than  was  justified  either 
in  the  public  interest  or  in  the  interest  of  the  carriers,  and  upon  that  ha -is 
authorized  the  carriers  to  advance  their  rates.  At  that  time  interest  raies 
were  upon  tlie  average  about  one-fifth  lower  than  they  are  to-day,  or  are  lil^ely 
to  be  in  the  immediate  future,  and  if  5.3G  per  cent  was  too  low  then,  6  per  (cut 
now  would  seem  not  too  high  when  applied  to  the  same  basic  account.  While 
the  comnnssion  was  careful  to  say  in  connection  with  this  decision  that  its 
use  of  the  book  property  investment  account  should  not  be  construed  as  an 
indorsement  on  its  part  of  the  correctness  of  such  account,  it  did,  neverthoh  <s. 
recognize  the  fact  that  even  upon  that  amount  a  return  of  5.oG  per  ceut  was 
too  low. 

Under  such  a  plan  as  I  am  discussing  it  would,  of  course,  be  the  duty  >f 
the  Interstate  Commerce  Commission  or  some  other  agent  of  Congress  to 
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that  an  adequate  rate  structure  was  established  and  maintained,  and  in  that 
connection  it  would  be  a  mistake,  I  believe,  to  minimize  the  difficulties  growing 
out  of  our  present  dual  system  of  rate  regulation.  It  seems  clear  that  Con- 
gress has  ample  authority  to  deal  with  this  matter  if  it  chooses  to  do  so.  I  am 
in  favor  of  leaving  the  States  as  free  as  possible  to  deal  with  all  matters  affect- 
ing transportation,  subject  only  and  always  to  the  one  qualification  that  they 
shall  not  seek  or  be  permitted  in  the  interest  of  any  particular  State  to  place 
iin  undue  burden  upon  the  commerce  of  all  the  other  States. 

The  labor  phase  of  the  railroad  problem  is  indeed  most  important,  as  has 
already  been  pointed  out,  but,  as  has  been  shown  by  Mr.  Garretson,  it  is  a  common 
factor  to  be  dealt  with  under  any  form  of  control  or  operation.  Clearly  it  is  in 
the  public  interest  that  those  who  man  the  trains  and  engines  or  whose  duties 
are  in  any  way  related  to  the  safe  and  proper  operation  of  the  roads  should  be  a 
selected  and  reliable  class  of  men,  and  it  is  also  in  the  public  interest  that  they 
should  be  well  paid  and  provided  with  safe  and  suitable  working  conditions; 
and  further,  after  they  have  become  incapacitated  ior  the  more  exacting  duties  of 
the  railroad  service,  they  should  be  provided  if  possible  either  with  work  more 
suitable  to  their  physical  condition,  or  with  a  pension  or  annuity  based  upon 
their  average  earnings  over  a  period  of  years,  and  the  expense  incident  to  this 
reasonable  arrangement  .should  be  included  in  the  cost  of  the  service  rendered 
to  the  public. 

When  questions  arise  concerning  wages  or  working  conditions,  involving  mat- 
ters that  can  not  be  settled  directly  between  the  officers  and  the  employees,  it 
would  seem  not  unreasonable  nor  unfair  to  provide  by  law  that  the  questions  in 
dispute  should  be  submitted  to  some  impartial  body  selected  to  deal  with  such 
matters.  The  controversy  should  be  promptly  investigated  and  the  facts  made 
known  to  the  public,  and  then  if  the  parties  fail  to  reach  an  understanding  there 
should  be  a  certain  period,  perhaps  30  days,  during  which  it  should  be  unlawful 
to  bring  about  either  a  lockout  or  a  strike,  the  effect  of  which  might  impair  the 
regularity  of  the  train  service.  I  am  opposed  to  so-called  compulsory  arbitration. 
I  do  believe,  however,  that  in  the  case  of  the  great  transportation  companies 
where  the  service  is  affected  with  a  public  interest,  that  the  freedom  of  labor  as 
well  as  the  freedom  of  the  capital  employed  in  such  undertakings  may  be  fairly 
subjected  to  certain  limitations.  The  so-called  Newlands  Act,  designed  to  deal 
with  such  questions,  has  not,  in  my  opinion,  wholly  fulfilled  the  expectations  of 
the  framers  of  the  act. 

I  am  not  in  favor  of  such  a  division  of  excess  profits  with  labor  as  Mr.  War- 
field  suggests,  because  such  a  plan,  in  my  opinion,  would  be  extremely  difficult 
of  fair  application  and  does  not  rest  upon  the  right  principle.  I  believe  thor- 
oughly in  good  wages;  and  if  a  man  does  work  of  unusual  value,  he  should 
receive  unusual  i-eward;  but  the  two  should  go  together;  and  that  would  not 
necessarily  follow  under  Mr.  Warfield's  plan.  I  agree  fully  with  the  idea  ad- 
vanced by  Mr.  Plumb,  on  behalf  of  the  four  brotherhoods,  that  the  best  results 
will  be  obtained  when  men  are  actuated  by  hope  of  reward  and  not  by  fear  of 
punishment,  and  in  no  line  of  gainful  endeavor  has  there  been  greater  oppor- 
tunity for  advancement  and  reward  than  in  the  railroad  service.  Private 
ownership  will  preserve  the  conditions  which  have  made  such  advancement  possi- 
ble. Hundreds  of  boys  have  entered  the  railroad  service  at  the  very  bottom  of 
the  ladder  and,  without  wealth  or  influence,  have  risen,  by  virtue  of  personal  ap- 
plication, skill,  and  merit,  to  positions  of  prominence,  influence,  and  honor ;  and 
while,  because  of  the  semipublic  character  of  the  service,  railroad  officers  have 
not  the  same  opportunities  to  acquire  wealth  that  are  offered  in  other  lines  of 
endeavor,  the  opportunity  which  such  a  career  has  offered  in  the  past  for  con- 
structive service  has  made  railroading  as  a  career  attractive.  The  very  great 
majority  of  the  railroad  officers  to-day  fi'om  the  lowest  to  the  highest  have 
reached  their  present  positions  through  well-established  lines  of  promotion  and 
because  they  were  believed  to  be  fitted  for  the  enlarged  responsibilities  placed 
upon  them.  Having  entered  the  railroad  service  as  an  unskilled  laborer  when 
only  18  years  old.  I  have  seen  and  known  things  of  which  I  speak.  Private 
ownership  and  operation  will  preserve  and  enlarge  the  opportunities  to  which 
I  have  referred ;  Government  ownership  and  operation,  in  my  opinion,  would  in 
a  large  degree  destroy  them. 

Director  General  McAdoo  in  his  very  interesting  report  referred  specifically 
to  a  number  of  different  reforms  which  he  recommended  be  continued  under 
whatever  form   of  control   might   ultimately  be  decided   upon.     I    agree   fully 
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with  his  recommendations  in  that  connection  witli  two  or  possibly  three  excep- 
tions. The  exceptions  in  mind  are,  in  my  opinion,  of  somewliat  doubtful  value, 
but,  even  so,  I  would  favor  giving  them  careful  consideration.  I  am  opposed, 
however,  to  the  five-year  extension  of  the  period  of  Federal  control,  recommended 
by  the  Director  General,  because  I  believe  that  if  such  extension  is  granted,  that 
by  the  end  of  that  period  it  would  be  practically  impossible  to  restore  the  roads 
to  the  owners,  and  Government  ownership  woiild  be  the  only  alternative,  and  1 
am  opposed  to  the  policy  of  Government  ownership  and  operation  of  the  rail- 
roads. Director  General  Hines  has  stated  to  this  committee  that,  "  In  itself 
continued  Government  operation  of  the  railroads  is  not  necessary  for  the  rendi- 
tion of  the  public  service,  and  will  be  increasingly  difficult  and  therefore 
on  its  own  merits  as  a  separate  executive  proposition  ought  to  be  discontinued 
promptly  unless  there  can  be  an  extension  which  will  remove  the  difficulties." 
The  occasion  which  justified  the  taking  over  of  the  railroads  having  passed,  it  is 
now,  so  it  seems  to  me,  the  clear  and  peremptory  duty  of  the  Government  to 
restore,  as  soon  as  may  he,  the  properties  so  taken  to  the  rightful  owners.  This 
should  be  done  as  soon  as  Congress  can  provide,  by  suitable  legislation,  for  the 
relinquishment  of  Federal  control.  In  the  meantime  it  is  certainly  the  moral 
duty  of  the  Government  to  protect  the  property  from  unnecessary  harm  or  dis- 
arrangement, in  order  that  it  may  be  restored  in  "  as  good  repair  and  in  sub- 
stantially as  complete  equipment  as  it  was  in  at  beginning  of  Federal  control." 

I  have  carefully  considered  the  plan  submitted  by  Mr.  Plumb  on  behalf  of  the 
four  brotherhoods.  A.side  from  the  fact  that  I  believe  his  conclusions  are 
erroneous  concerning  the  possible  savings  to  be  effected  in  cost  of  capital,  it 
seems  to  me  that  his  plan  has  all  the  objections  which  in  my  mind  are  associated 
with  Government  ownership  and  operation.  He  proposes  that  the  Government 
should  furnish  the  facilities  and  capital  needed,  and  that  the  railroad  officers 
and  employees  should  operate  the  properties,  and.  having  a  two-thirds  ma.iority 
of  the  board  of  directors  they  would  evidently  be  in  position  to  manage  the 
properties  as  they  might  elect,  and  while  I  have  no  doubt  it  would  be  their 
honest  purpose  to  operate  the  roads  efficiently,  I  simply  do  not  believe  that 
efficient  operation  woiild  be  possible  or  probable  iinder  the  plan  they  propose. 

Frequent  reference  has  been  made  during  the  progress  of  this  hearing  to  the 
large  annual  saving  in  cost  of  capital  which  could  be  effected  if 'the  railroads 
were  owned  or  at  least  financed  by  the  Government,  and  it  has  been  suggested 
that  the  Government  could  obtain  the  necessary  capital  at  4i  per  cent.  I 
venture  in  this  connection  to  call  the  attention  of  the  committee  to  the  statistical 
statement  submitted  by  Connnissioner  Clark.  It  will  be  observed  that  the 
operating  revenues  and  the  operating  income  of  the  railroads  during  the  year 
ended  June  30,  1916.  were  the  largest  of  record.  The  operating  income  of  that 
year,  at  $1,043,839,822,  was  equal  to  5.9  per  cent  upon  the  book  property  invest- 
ment as  reported  to  the  Interstate  Connneree  Connnission,  and  was  substantially 
the  same  rate  of  return  upon  property  investment  that  is  reconnnended  in  the 
security-holders'  plan  ;  but  the  amount  paid  out  for  interest  and  dividends  during 
the  same  year,  at  $816,643,910,  was  only  4.6  per  cent  upon  the  book  property  in- 
vestment account. 

The  difference  between  the  amount  earned  and  the  amount  distributed  in 
interest  and  dividends,  equal  to  $227,19.").912,  or  1.2  per  cent  upon  the  property 
investment,  was  reixn-ted  as  surplus  and  undoubtedly  was  used  in  large  measure 
to  meet  expenditures  of  the  charactei'  whicli  I  have  already  suggested  should 
be  paid  for  out  of  operating  income.  During  the  same  year  it  also  apjiears  that 
upon  the  total  funded  dei)t  of  all  the  railroads,  aggregating  $10,938,080,453, 
interest  payments  amounting  to  $474,5.']4.514,  were  made,  equal,  however,  to 
only  4.34  per  cent.  It  appears,  therefore,  that  nearly  $11000.000,000  of  the 
existing  railroad  capital  received  less  than  4i  per  cent,  and  clearly  there  could 
be  no  inmiediate  saving  by  Government  purchase  or  otherwise  upon  that  portion 
of  the  existing  capitalization.  Railroad  credit  under  wise  governmental  regula- 
tion should  be  second  only  to  the  credit  of  the  Government,  and  as  it  falls  below 
that  standard,  to  that  same  extent  does  it  reflect  adversely  upon  the  wisdom  and 
operation  of  our  scheme  of  regulation. 

If  Congress.  ,">■  a  minimum  program: 

(1)  Will  provide  a  dLfinite  and  workable  rule  for  rate  niaking  as  related  to 
capital,  by  fixing  an  adequate  percentage  ratio  of  railway  operating  income  to 
the  combined  luoperty  investment  account  of  the  railroads  as  a  whole,  along 
general  lines  sucli  as  I  have  discussed  ;  and 
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(2)  Will  affirmatively  authorize  the  railroads  to  eomhine  their  properties  and 
operations,  suhject  to  governnieutal  approval,  as  aud  when  shown  to  be  desirable 
in  the  public  interest ;  and 

(3)  Will  aflirniatively  authorize  the  carriers  to  issue  securities  for  construc- 
tion, equipment,  enlargement  of  their  properties,  and  for  the  refunding  of  obli- 
gations, subject  to  exclusive  supervision  of  the  Federal  Commission ;  and 

(4)  Will  provide  for  the  extension,  for  a  reasonable  period,  of  the  indebted- 
ness of  the  carriers  to  the  United  States  for  advances  and  loans  made  by  any 
governmental  agency  during  Federal  control ;  and 

(5)  In  addition  thereto,  will  eitlier  create  the  new  agencies  which  have  been 
suggested,  or  enlarge  and  extend  the  existing  regulating  agencies  so  that  matters 
requiring  governmental  determination  may  be  promptly  disposed  of — 

Congress  will  then  have  dealt  with  tlie  matters  fundamentally  essential  at  this 
time.  Witli  such  legislation,  I  believe  that  the  difficulties  which  have  confronted 
private  ownership  and  operation  of  the  railroads  in  the  past  will  be  very 
greatly  reduced  if  not  entirely  eliminated,  that  the  railroad  credit  will  be  re- 
established, and  that  the  public  will  be  provided  with  ample  transportation 
facilities  at  reasonable  rates  and  at  lower  rates  than  they  would  be  required 
to  pay  under  Government  ownership  or  control. 


EXTEIsSIOiN  OF  TENURE  OF  GOVERNMENT  CONTROL  OF 

RAILROADS. 


WEDNESDAY,  FEBRUARY  19,   1919. 

United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington^  D.  C. 
The  committee  met,  pursuant  to  adjournment,  at  9  o'clock  a.  m., 
in  room  410,  Senate  Office  Building,  Senator  Ellison  D.  Smith  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Willard, 
jou  may  proceed. 

STATEMENT  OF  MR.  DANIEL  WILLARD— Resumed. 

Mr.  Willard.  With  your  permission,  Mr.  Chairman,  I  should  like 
to  again  refer  briefly  to  one  or  two  points  which  I  mentioned  yes- 
terday, but  perhaps  with  not  quite  sufficient  definiteness.  One  is 
with  reference  to  unified  control.  While  I  said,  I  think — at  any 
rate  I  intended  to  say — that  I  am  in  favor  of  such  an  arrangement 
as  will  give  us  the  full  benefit  of  unified  control  when  necessary, 
we  must  understand  that  when  we  have  unified  control,  at  the  same 
time  and  to  the  same  degree  we  give  up  competition  in  service ;  so  I 
am  opposed  to  a  plan  which  would  perpetuate  unified  control  under 
all  circumstances — such,  for  instance,  as  exists  to-day — because  with 
it  competition  in  service  is  sacrificed,  and  the  price  is  too  great  for 
something  that  is  not  needed  except  in  cases  of  emergency. 

I  have  said,  in  my  suggestion  with  reference  to  the  minimum  pro- 
gram of  legislation  that  if  Congress  will  provide  a  definite  and 
workable  rule — and  perhaps  I  should  explain  what  I  mean  by  "  work- 
able." This  is  what  I  mean:  In  the  past  the  Interstate  Commerce 
Commission,  for  instance,  has  said— they  did  say,  in  connection  with 
the  Five  Per  Cent  Eate  Case— that  our  passenger  rates  seemed  too 
low.  It  is  possible  that  the  commission  itself  did  not  say  that,  but 
the  commission's  attorney— now  Mr.  Justice  Brandeis— speaking 
for  the  commission,  did  definitely  point  out  that  passenger  rates 
were  too  low  and  ought  to  be  advanced  before  advancing  freight 
rates;  and  the  commission  apparently  concurred  in  his  view,  and  it 
is  clear  that  they  did  concur,  because  they  permitted  increased  passen- 
ger rates  between  'States  to  become  effective.  However,  notwith- 
standing that  decision  was  given  nearly  five  years  ago,  the  railroads 
have  never  been  able  to  raise  the  rates  in  several  of  the  individual 
States  to  the  same  basis  that  the  Interstate  Commerce  Commission 
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said  Avas  a  fair  basis  between  the  States;  so  that  while  it  might  be 
said  that  a  rule  was  given  out  at  that  time  for  raising  rates,  it  was 
not  workable.  We  could  not  raise  the  rates.  So,  if  Congress  should 
provide  a  definite  rule,  as  has  been  suggested,  it  w^ould  also  be  neces- 
sary that  it  should  be  a  workable  rule;  otherwise  it  would  not  meet 
the  situation. 

There  is  one  other  statement  I  made  which,  I  think,  may  not  have 
been  sufficiently  clear.  Some  one  said  to  me  that  he  at  least  under- 
stood that  I  said  yesterday  that  the  increased  wages,  if  applied  to 
the  Baltimore  &  Ohio  Kailroad  Co.'s  operations  during  the  year  1916, 
would  have  meant  an  increase  in  the  pay  roll  of  $52,000,000.  If 
I  did  say  that,  I  was  in  error.  The  increase  in  operating  expenses, 
if  we  had  applied  present  wages  and  present  material  prices,  as 
nearly  as  we  could  estimate  them,  to  1916,  would  be  $52,000,000  a 
year,  or  $2,000,000  more  than  would  have  been  realized  from  the 
increased  rates  applied  to  the  same  business;  but  of  that  $52,000,000 
only  $36,000,000  represents  increased  wages,  and  the  balance,  or 
$16,000,000,  is  accounted  for  by  increased  prices  of  materials. 

Senator  Kfxlogg.  You  did  not  explain  that  yesterday.  I  was 
going  to  ask  you  about  it. 

Mr.  WiLLARD.  No:  I  did  not.  I  should  have  done  so.  but  it  did  not 
occur  to  me. 

Senator  Pomerene.  You  have  just  used  an  expression  here  with 
reference  to  rates  in  which  you  spoke  of  Congress  prescribing  a  defi- 
nite rule. 

Mr.  WiLEARi).  Yes. 

Senator  Po:\ierene.  Xow.  in  what  respect  do  you  mean  a  definite 
rule?     As  to  the  actual  return  (;n  the  ])ro]3erty  investment? 

Mr.  WiLLARD.  Yes;  generally  along  the  lines  suggested  by  Mr. 
Warfield  in  his  plan,  and  as  I  referred  to  yesterday. 

Senator  Po>[r;REXE.  Xow,  another  matter:  You  spoke  of  the  con- 
solidation of  these  various  railroads.  Have  you  any  special  plan  in 
mind  whereby  they  could  be  consolidated,  or  a  plan  which  you  think 
would  be  feasible  ? 

Mr.  WiLLARo.  I  could  hardly  call  it  a  ''  plan,*'  but  I  have  a  sugges- 
tion, Senator,  which  I  think  would  be  feasible. 

Senator  Pomerene.  I  would  be  very  glad  if  you  would  give  the 
committee  the  benefit  of  it. 

Mr.  WiLLARD.  My  thought  is  this:  I  am  opposed,  first  of  all,  to 
some  suggestions  that  I  have  heard  made,  which  seemed  to  be  to  the 
effect  that  the  United  States  should  be  cut  up  into  geographical  sec- 
tions—6  or  12  in  number — and  the  roads  in  each  particular  region 
all  worked  as  one  system.  To  my  mind,  that  Avould  be  objectionable, 
first,  because  it  would  eliminate  all  competition  of  service  in  that 
particular  region,  and,  second,  it  would  break  up  existing  systems 
that  have  been  planned  in  order  to  handle  established  currents  of 
traffic  in  the  most  economical  way;  and  I  do  not  think  such  a  plan 
could  be  operated  as  cheaply  as  if  we  followed  general  existing  lines. 
The  suggestion  that  I  have  in  mind  would  be  this :  Accept  the  situa- 
tion as  it  is  and  endeavor  to  work  out  of  it  the  thing  that  you  have  in 
mind.  That  is  to  say.  we  have  162  railroads  to-day,  so  we  have  been 
told,  that  earn  more  than  $1,000,000  a  year — many  of  them  strong 
and   son>e    of   them    weak — and   it   seems   to   be   generally    agreed 
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that  it  Avould  be  better  if  the  total  number  of  roads  were  largel}^ 
reduced — say,  to  6  or  12  or  20.  or  somewhere  along  there.  I  am  in 
favor  of  that,  and  I  Avould  do  that;  but  I  would  do  it  in  this  way:  I 
would  not  do  it  in  a  violent  way  by  carving  them  out  geographically. 
I  would  remove  the  legislative  restriction  which  has  been  in  effect  f or 
many  years,  and- 1  would  permit  those  roads  to  consolidate  or  combine 
whenever  it  was  shown  to  the  proper  governmental  agency  that  such 
combination  would  be  clearly  in  the  public  interest,  and  of  course 
subj(>ct  in  all  its  details  to  governmental  approval. 

In  the  working  out  of  that  plan  I  am  of  the  opinion  that  if  the  re- 
strictions were  removed  that  in  the  next  four  or  five  years — it  might 
take  more  to  complete  the  plan — but  I  venture  to  say  that  in  a  period 
of  five  years,  instead  of  having  162  companies,  the  number  might  be 
brought  down  to  40  or  50,  and  maybe  lower.  Eventually,  I  think,  it 
would  get  down  to  20  or  25 ;  and  that  pl'^n  would  retain  all  of  the 
large  companies. 

Now,  thinking  that  you  might  be  interested  in  that  point,  I  have 
had  a  map  colored,  which  I  will  be  glad  to  show  you,  indicating  in  a 
way  the  extent  to  which  competition  would  remain,  if  such  a  plan 
were  carried  out,  leaving  only  20  or  25  large  companies.  [Exhibiting 
map.]  The  colors  show^  the  large  companies  which,  under  my  sug- 
gestion, would  absorb  the  little  lines  in  between ;  the  small  lines  are 
not  colored ;  but  you  will  see  that  every  part  of  the  territory  has  more 
than  one  line ;  they  interlace  where  the  business  is  the  heaviest,  and 
the}^  reach  out  into  every  part  of  the  territory.  My  suggestion  would 
be  that  two,  or  perhaps  three,  companies  would  be  enough  in  New 
England ;  perhaps  the  Boston  &  Maine  and  the  New  Haven.  In  this 
territory  through  here  [indicating],  the  New  York  Central,  the  Penn- 
sylvania, Baltimore  &  Ohio,  and  the  Erie ;  and  then,  perhaps,  another 
group  of  the  Nickel  Plate,  the  Lackawanna,  and  the  Lehigh;  as  funda- 
mental groups.  Down  in  the  Southeast,  the  Chesapeake  &  Ohio, 
Norfolk  &  Western,  and  the  Virginian  could  very  well  be  put  into 
one  group,  and  then  you  would  have  the  Seaboard,  the  Coast  Line, 
the  Southern,  and  the  Illinois  Central  as  separate  competitive  lines. 
In  the  northwest,  I  should  say  that  the  North  Western  and  the  Union 
Pacific  might  go  together ;  the  Northern  Pacific,  Great  Northern,  St. 
Paul,  Soo,  and  the  I3urlington  would  remain  separate.  In  the  South- 
west, the  Southern  Pacific,  the  Rock  Island  System,  and  the  Gould 
system,  as  it  used  to  be,  and  the  Santa  Fe  would  remain.  In  fact, 
every  big  system  in  the  United  States  would  be  left  and  made  the 
rallying  point  for  the  feeders. 

Senator  Cummins.  You  contemplate  putting  in  the  short  lines  also, 
that  are  earning  less  than  a  million  dollars  a  year? 

Mr.  WiLLARD.  Yes;  I  would  take  them  all  in. 

The  Chairman.  Your  method  of  consolidation  would  go  along  the 
line  of  the  excess  earnings  being  used  for  the  ])urpose  of  absorbing 
these  weaker  roads,  rather  than  going  into  the  Treasury  or  into  the 
hands  of  the  Government? 

Mr.  WiLLARD.  I  think  if  you  first  established  a  plan  whereby  ex- 
cess earnings  would  go  into  the  Government  treasury,  then  it  would 
be  immaterial  to  the  large  railroads  whether  they  gave  the  excess  to 
the  Government  or  used  it  to  take  in  the  weaker  roads,  which  would 
accomplish  the  end  in  view.  i 
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The  Chairman,  That  is  the  very  point. 

Senator  Pomerene.  I  assume  you  mean  that  all  these  consolida- 
tions which  you  have  in  mind  would  be  subject  to  the  control  and 
supervision  of  the  Interstate  Commerce  Commission? 

Mr.  WiLLARD.  Oh,  yes. 

Senator  Pomerene.  Or  some  other  governmental  agency? 

Mr.  WiLLARD.   Yes ;  it  could  not  be  done  without  their  approval. 

Senator  Pomerene.  And  would  you  make  the  consolidation  merely 
permissive,  or  would  you  make  it  compulsory? 

Mr.  WiLLARD.  Permissive.  I  would  make  it  permissive  because  I 
believe  it  would  work  out  better  in  that  way.  If  it  did  not  work  out 
on  that  basis  it  could  be  made  compulsory,  but  I  believe  it  would 
work  out  on  the  permissive  basis. 

Senator  Pomerene.  Let  us  suppose  a  case  of  this  kind,  where  one 
of  these  large  railroad  companies  would  refuse  to  take  into  its  con- 
trol or  ownership  a  given  smaller  road,  and  assume,  for  the  sake  of 
the  argument,  that  fair  minds  would  say  that  it  ought  to  be  taken  in. 

Mr.  WiLLARD.  Yes. 

Senator  Pomerene.  Now,  under  those  circumstances,  would  it  not 
be  wise  to  have  some  compulsory  power  to  bring  that  about? 

Mr.  WiLLARD.  I  think  you  have  it,  in  this  fact:  I  believe  there 
would  very  likely  be  something  else  that  that  larger  road  would  be 
anxious  to  do,  and  the  governmental  agency  that  had  the  approval 
of  it  could  say  "  You  can  only  do  that  contingent  upon  your  doing 
this."    I  think  that  could  be  worked  out. 

Senator  Pomerene.  Have  you  gone  into  this  plan  which  you  have 
in  mind  sufficiently  to  say  that  it  would  be  better  from  an  economical 
standpoint  than  it  would  be  to  carve  the  country  up  into  regions? 

Mr.  WiLLARD.  I  can  not  sa}^  that  I  have  gone  into  it  very  thoroughly, 
but  I  have  reached  that  conclusion.  I  am  quite  confident,  in  my  own 
mind,  that  that  would  be  much  better  than  to  carve  the  country  up 
into  regions. 

Senator  Pomerene.  Would  not  the  fact  that  manufacturing  plants 
and  mine  openings,  and  the  like,  have  been  located  largely  with  ref- 
erence to  present  shipping  facilities,  militate  against  the  idea  of  a 
geographical  divison  of  the  country? 

Mr.  WiLLARD.  That  is  exactly  why  I  favor  this  plan  as  against  the 
other. 

Senator  Cummins.  Can  you  leave  this  map  with  the  committee? 

Mr.  WiLLiARD.  I  shall  be  very  glad  to  do  so.    It  is  an  old  map. 

Senator  Kellogg.  It  does  not  show  the  modern  systems. 

Senator  Pomerene.  Oh,  it  could  be  extended. 

Senator  Kellogg.  I  think  it  would  be  well  for  Mr,  Willard  to  put 
on  it  the  roads  that  have  been  built  in  the  last  20  years. 

Mr.  WiLLARD.  Oh,  yes ;  I  will  do  that. 

Senator  Kellogg.  The  Santa  Fe  is  not  here. 

Mr.  WiLLARD.  Yes;  it  is  on  there.  It  does  not  show  very  dis- 
tinctly. 

The  Chairman.  Any  good  railroad  map  will  show  the  prominent 
railroads  in  the  different  parts  of  the  country,  will  it  not? 

INIr.  WiixARD.  Oh,  yes.    This  shows  all  the  larger  lines. 

Senator  Pomerene,  I^t  me  suggest  that  that  map  be  put  in  the 
record,  as  part  of  your  testimony;  or  have  you  any  objection  to  that? 
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Mr.  WiLLARD.  I  could  hardly  signify  it  as  a  record,  but  it  is  a 
suggestion. 

Senator  Pomerene.  Then,  if  you  will  just  incorporate  that  as  a 
sort  of  tentative  suggestion 

Mr.  WiLLARD  (interposing).  Yes.  All  the  little  lines  in  between, 
which  would  be  absorbed,  I  have  not  colored,  because  if  they  w^ere 
colored  it  would  make  the  map  confusing;  but,  presumably,  they 
would  go  into  some  one  or  the  other  of  the  colored  lines  in  the 
end.  The  point,  if  I  may  refer  to  it  again,  of  such  a  plan  as  this — 
not  necessarily  this  one,  however — is  that  it  leaves  all  the  competition 
in  service  that  now  exists ;  and  with  regard  to  the  taking  in  of  branch 
lines  or  weaker  lines  by  the  larger  systems,  I  think  you  will  recall 
that  Commissioner  Clark  said,  in  that  connection,  that  wherever  that 
had  been  done,  so  far  as  he  knew,  it  had  always  resulted  in  better 
service,  better  conditions,  and  better  wages  for  the  men. 

Senator  Pomerene.  Your  thought  in  submitting  this  map  is  not 
that  it  is  definite  or  final  with  you,  but  simply  as  suggestive  of  a 
method  which  could  be  adopted? 

Mr.  WiLLARD.  Yes.  I  think  our  experience  of  80  years  in  the  past 
points  the  Avay  to  work  out  our  problem  in  the  future  if  j^ou  will 
take  away  the  restrictions  that  now  exist. 

Senator  Cummins.  This  does  not  show  the  Chicago  line  of  the 
Santa  Fe. 

Mr.  WiLLARD.  Yes.  It  is  that  very  light  yellow  line.  It  is  not  a 
very  bright  color. 

Senator  Cummins.  Oh,  I  see  it  now.    I  did  not  observe  it  before. 

Mr.  WiLLARD.  I  regret  to  refer  to  it,  but  Senator  Kellogg  was 
unable  to  see  that  same  line. 

Senator  Kellogg.  That  was  not  the  fault  of  the  map.  But,  right 
on  that  question  of  consolidation,  may  I  ask  a  question? 

Senator  Pomerene.  Surely. 

The  Chairman.  On  this  point,  about  these  main  lines  here,  I  want 
to  ask  one  question :  Under  this  plan  for  using  the  excess  earnings 
to  help  out  the  weaker  roads,  it  could  be  optional  with  the  stronger 
lines  whether  or  not  the  Government  would  receive  the  excess  earn- 
ings, or  to  use  them  for  the  purpose  of  absorbing  these  lesser  lines  ? 

Mr.  WiLLARD.  I  fancy  what  would  happen.  Senator,  is  this:  As- 
suming that  such  a  plan  might  be  worked  out,  and  that  there  did 
result  a  surplus  of  earnings  for  some  lines  on  the  basis  of  rates  fixed, 
as  the  absorptions  came  about  and  the  stronger  lines  took  in  the 
weaker  lines,  the  excess  which  the  stronger  lines  would  otherwise 
turn  over  to  the  Government  would  be  less ;  and  it  might  come  about 
that  when  the  process  was  completed  there  might  not  be  much  excess. 

The  Chairman.  Exactly:  but  the  point  I  want  to  get  at  is  this: 
Whatever  plan  we  work 'out  must  look  to  maintaining  the  lesser 
roads,  the  weaker  roads,  because  they  are  just  as  essential  to  the 
communities  in  which  they  operate  as  the  larger  roads  are  in  other 
communities  ? 

Mr.  WiLLARD.  Yes. 

The  Chairman.  And  w^e  must  work  out  some  plan,  and  I  admit 
that  the  plan  suggested  that  excess  earnings  from  certain  prosperous 
roads  shall,  in  some  equitable  way,  be  used  for  the  purpose  of  aiding 
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the  lesser  roads,  seems  to  be  a  feasible  one,  or  at  least  seems  to  offer 
some  measure  of  solution  ? 

Mr.  WiLLARD.  Yes. 

The  Chairman.  Now,  my  idea  was  that  if  that  be  adopted  the 
stronger  roads  would  naturally  laiow  what  weaker  roads  within 
their  territory  would  be  advantageous  to  them,  and  naturally  they 
would  take  them  in,  having  no  incentive  other  than  to  enlarge  their 
system,  because  the  excess  earnings  would  not  go  to  them  in  any 
event. 

Mr.  WiLLARD.  I  think  there  are  two  reasons,  if  I  may  reply  further 
to  your  question.  Senator  Pomerene,  why  such  a  plan  would  undoubt- 
edly work  out  without  compulsion,  and  they  are  these:  I  think  it 
would  ordinarily  be  found  that  a  combination  of  two  lines — a  strong 
line  and  a  weak  one,  we  will  say — would  bring  about  certain 
economies  in  operation,  overhead  charges,  and  matters  of  that  kind; 
and  those  savings  could  be  very  closely  calculated:  and  if  Congress 
should  say  that  a  certain  basis  of  rates  should  be  fixed  as  fair — per- 
haps by  specifying  the  rate  upon  some  fixed  sum — then  every  road 
would  be  able  to  make  a  definite  calculation  as  to  just  what  its  possi- 
bilitieij  were,  and  it  would  be  able  to  arrive  approximately  at  its 
value  as  indicated  by  that  policy;  and  the  two  roads  together,  by 
combining  their  properties,  could  share  in  the  economies  that  would 
be  effected  by  such  a  plan.  It  would  be  to  the  interest  of  both  to  do 
that,  and,  of  course,  an}'^  excess  earnings  resulting  from  the  combina- 
tion would  still  revert  to  the  Government. 

Senator  Pomerene.  I  assume,  of  course,  that  you  mean  or  that  you 
approve  the  thought  that  there  should  always  be  competition,  so  far 
as  the  character  of  service  is  concerned? 

Mr.  WiLLARD.  Yes. 

Senator  Pomerene.  Would  it  not  be  your  judgment  that  by  han- 
dling these  sj'stems  under  the  general  plan  which  you  have  suggested 
you  would  be  more  likely  to  preserve  competition  in  service  than 
if  you  were  to  divide  the  country  up  into  regions,  anr*  put  all  the 
rn'lroads  in  a  given  region  under  one  control? 

Mr.  WiLLARD.  Oh,  yes.  You  would  preserve  it  in  its  entirety,  I 
think  it  is  fair  to  say,  with  this  scheme,  and  to  a  very  large  degree 
you  woidd  destroy  it  with  the  other.  As  the  Director  General  said 
the  other  day.  Senator  Kellogg,  in  speaking  of  your  section  of  the 
country,  with  the  present  lay-out  of  roads  up  there,  that  while  there 
would  be  competition  on  that  small  portion  of  the  business  between 
Chicago  and  San  P'rancisco,  for  instance,  there  would  be  absolutely 
no  competition  between  any  ]ioints  in  Minnesota  or  Dakota  into 
Minneapolis.  Now,  all  that  competition  would  be  preserved  by  this 
latter  plan  or  suggestion. 

Senator  Kellogg.  You  have  included  in  the  northwestern  territory 
the  Burlington,  the  Northwestern,  the  Milwaukee,  the  Soo  Line,  the 
Great  Northern,  and  the  Northern  Pacific — suggested  that  they  be 
kept  separate  as  systems? 

Mr.  WiLLARD.  As  they  are  now ;  yes. 

Senator  Kellogg.  The  only  lines  that  would  have  to  be  absorbed, 
tlien,  in  the  northwestern  country,  Avith  the  exception,  perl^.aps,  of  a 
few  lumler  roads  or  something  of  that  kind,  would  bo  th.>  Chicago 
Great  Western  and  the  Rock  Island  lines  that  run  into  Minnesota  and 
Dakota? 
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Mr.  WiLLARD.  Well,  there  is  the  Minneapolis  &  St.  Louis. 

Senator  Kellogg.  Yes;  and  the  Minneapolis  &  St.  Louis.. 

Mr.  WiLLARD.  Yes. 

Senator  Kellogg.  All  the  others  might  be  called  the  "  strong 
lines  "  ? 

Mr.  WiLLARD.  I  think  so. 

Senator  Kellogg.  And  you  would  preserve  them  as  separate  sys- 
tems ? 

Mr.  WiLLARD.  That  is  my  suggestion. 

Senator  Kellogg.  And  they  have  been  built  running  into  the  same 
general  territory,  as  competitive  systems? 

Mr.  WiLLARD.  Yes. 

Senator  Keixogg.  It  would  not  be  possible,  would  it,  to  mark  out 
a  regional  corporation,  either  making  St.  Paul  the  eastern  terminal, 
or  Chicago,  without  cutting  a  lot  of  those  lines  in  two  ? 

Mr,  WiLLARD.  So  it  seems  to  me.     It  would  not  be  possible;  no. 

Senator  Cummins.  Which  lines  do  you  mean? 

Senator  Kellogg.  The  lines  extending  into  that  country.  The  St. 
Paul  road  runs  from  Chicago  to  the  coast.  The  Northern  Pacific 
and  the  Great  Northern  end  at  St.  Paul.  The  Burlington  runs  from 
Billings  to  Chicago  and  clear  down  to  the  Southwest. 

Mr.  WiLLARD.  Yes. 

Senator  Kellogg.  And  it  would  not  be  possible  to  so  arrange  a 
regional  corporation  that  it  would  not  cut  some  of  those  lines  in  two  ? 

Mr.  WiLLARD.  I  do  not  see  how  it  could  be  done. 

Senator  Kellogg.  Now,  let  us  take  the  southwestern  territory. 
You  have  mentioned  the  Southern  Pacific,  the  Atchison,  the  Gould 
lines,  and  the  Rock  Island. 

Mr.  WiLLARD.  Yes ;  those  four  basic  systems,  it  seems  to  me,  might 
€Over  that  territory  very  well. 

Senator  Kellogg.  That  would  leave  out  the  M.,  K.  &  T.  and  the 
Kansas  City  Southern? 

Mr.  WiLLARD.  Yes.  They  could  be  combined,  if  it  were  thought 
desirable,  with  some  of  the  larger  systems,  or  they  could  be  left  out. 

Senator  Kellogg.  Of  course,  one  of  the  weak  links  in  that  general 
system  would  be  the  Gould  system  ? 

Mr.  WiLi^RD.  Well,  I  was  using  the  expression  as  it  used  to  be 
known.  The  "  Gould  system  "  did,  in  a  way,  suggest  not  only  the 
Missouri  Pacific,  but  the  Iron  Mountain  &  Southern,  and  the  Mis- 
souri, Kansas  &  Texas,  and  other  lines  that  work  in  with  them.  Per- 
haps that  would  not  be  necessary  now.  I  do  not  know.  I  must  say 
that  I  have  not  made  enough  of  a  definite  study  of  this  to  defend  it. 
I  have  only  offered  it  as  a  suggestion. 

Senator  Kellogg,  I  think  I  understand  it. 

The  Chairman.  One  of  the  difficulties  that  was  complained  of 
when  this  war  pressure  came  on  was  the  cross  hauling  of  commodi- 
ties, and  the  long-haul  roads  competing  for  traffic  when  a  short  haul 
miglit  have  more  expeditiously  done  the  work. 

Mr.  WiLLARD.  Yes. 

The  Chairman.  And  traffic  being  taken  to  certain  terminals  up  in 
the  eastern  territory,  causing  a  tremendous  congestion  when  it  might 
otheiwise,  even  in  peace  times,  in  the  interest  of  development  and 
economy,  have  gone  to  other  terminals.     Under  this  plan  that  you 
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have  proposed  here  of  allowing  these  basic  roads  to  continue  to  exist^ 
and  to  absorb  as  economy  and  profit  may  suggest  the  lesser  roads^ 
would  not  that  same  tendency — evil  tendency,  I  might  say — still 
continue  ? 

Mr.  WiLLARD.  I  think  the  same  tendency  would  still  continue,  but 
I  should  hardly  refer  to  it  as  "  an  evil  tendency." 

The  Chairman.  I  mean  so  far  as  the  traffic  is  concerned,  to  get  rid 
of  the  congestion  by  taking  it  to  some  place  where  these  basic  roads 
have  other  terminals.  Where  they  have  large  property  investments 
in  terminals,  of  course  the  tendency  is  to  take  the  traffic  there,  regard- 
less more  or  less  of  the  expedition  with  which  the}"  can  clear  their 
tracks? 

Mr.  WiLLARD.  I  could  hardly  go  with  you  to  that  extent.  Senator. 
For  two  years  I  happened  to  have  something  to  do  with  that  very 
subject  as  chairman  of  the  advisory  committee.  Some  of  the  rep- 
resentatives of  southern  cities  wrote  to  me  al^out  getting  war  material 
diverted  through  the  southern  ports,  so  as  to  relieve  the  congestion  in 
the  northern  cities.  N'^w,  that  congestion  in  the  Xortli  Atlantic  ports 
was  due  to  the  abnormal  conditions  growing  out  of  the  war.  Boats 
were  taken  off,  and,  as  I  pointed  out  yesterday,  freight  started  for- 
ward, and  then  it  was  decided  it  was  not  wanted,  and  it  was  dumped 
on  tlie  ground :  and  that  condition  was  aggravated  by  a  very  bad  prac- 
tice that  we  have  had  in  effect  in  this  country  for  a  long  time,  that  if  a 
shipper  loaded  a  car  the  railroad  company  would  give  him  a  bill  of 
lading  which  was  bankable,  and  when  he  got  his  freight  loaded  on 
the  car  he  did  not  care,  selfishly,  whether  it  got  out  or  not.  Of  course, 
all  shippers  did  not  feel  that  way ;  but  all  shippers  could  do  that,  and 
that  also  contributed  largely  to  the  congestion  of  war  materials.  Now, 
freight  does  not  just  happen  to  go  through  the  North  Atlantic  ports, 
and  the  railroads  did  not  just  happen  to  be  built  there.  The  reason 
that  traffic  from  the  Central  West  goes  through  Baltimore,  New  York, 
and  Boston  to  Europe  is  because  that  is  the  most  direct  and  logical 
route.  If  a  boat  from  Liverpool  goes  to  Savannah,  its  voyage  is  750 
miles  longer — or  something  like  that — than  it  would  be  to  New 
York,  and  it  takes  proportionately  longer  to  make  the  round  trip. 

Freight  originating  in  the  Central  West  and  NortliAvest  can  more 
easily  iind  its  way  to  the  North  Atlantic  ]:)orts,  although  much  of  it 
goes  to  New  Orleans,  of  course,  down  the  Mississippi  Valley;  but  the 
majoi'ity  of  the  heavy  freight  can  more  easily  find  its  way  to  the  North 
Atlantic  ports,  and  the  ships  had  rather  come  there.  It  is  simply 
because  they  are  the  established  trade  i-outes.  Now,  you  can  not 
change  that  without  very  seriously  disturbing  the  commercial  fabric 
of  the  country.  You  might,  by  bounty  or  subside,  or  something  like 
that,  force  traffic  out  of  its  established  routes;  but  traffic  usually  seeks 
the  line  of  least  resistance,  just  as  the  Indian  did  in  the  beginning, 
over  the  mountains,  and  the  railroads  followed  in  the  Indian's  trail. 
That  is  how  the  traffic  comes  to  be  heaviest  thi-ongh  the  North  Atlantic 
ports,  and  that  would  still  continue.  But  there  is  no  occasion  for 
congestion,  because  the  eastern  terminals  are  iiig  enough  to  take  care 
of  the  business.  The  Baltimore  &  Ohio  Eailroad,  for  instance,  in 
Baltimore  at  its  merchandise  piers  can  take  care  of  20  big  steamships 
at  one  time.  I  do  not  think  Ave  ever  had  over  6  or  8  there  at  one  time ; 
but  we  do  get  congested,  not  because  we  have  not  ample  terminals. 
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but  because  the  business  comes  in  tliere  and  the  ships  do  not  come  in 
with  reguhxrity,  and  that  was  particuhirly  true  during  the  war.  I 
think  we  will  see  less  and  less  of  it  from  now  on.  If  the  terminals 
at  Philadelphia,  New  York,  and  Boston  are  not  large  enough,  they 
can  be  enlarged. 

Speaking  for  the  interests  that  I  represent,  I  should  like  to  indorse 
youf-  theory  that  freight  should  be  diverted  from  the  northern  ter- 
minals, because  we  would  much  rather  see  more  of  it  come  to  Balti- 
more. That  is  the  Baltimore  &  Ohio  Railroad's  natural  terminal. 
We  do  go  into  New  York  and  have  some  terminals  there,  but  we 
would  rather  see  our  business  stop  at  Baltimore,  selfishly.  But,  even 
so,  I  can  not  support  your  thought  that  by  doing  something  that 
has  not  been  done  we  could  force  that  traffic  to  swing  out  of  its 
established  course. 

The  Chairman.  But  do  you  not  think  that  the  very  suggestion  you 
have  made,  that  selfishly  you  would  rather  see  it  go  to  Baltimore, 
might  have  a  tremendous  effect  in  the  formulation  of  the  plans  of 
the  carriers  for  handling  that  traffic  ? 

Mr.  WiLLARD.  It  might  make  me  prefer  to  see  it  go  to  Baltimore 
rather  than  Savannah. 

The  Chairman.  Yes. 

Mr.  Willard.  Yes ;  it  might. 

The  Chairman.  And  then  if  you  should  bring  pressure  enough  to 
bear,  the  public  might  come  to  the  belief  that  that  was  the  best  route. 
I  have  in  mind  this :  There  was  a  certain  case  involving  a  proposition 
to  develop  a  water  route  in  the  Northwest.  There  was  quite  an 
appeal  made  that  we  did  not  have  sufficient  terminals  on  the  Atlantic 
seaboard,  and  it  was  shown  that  if  we  could  develop  this  water 
route,  grain  might  be  exported  across  the  ocean  for  4  or  5  cents  a 
bushel  less  than  it  now  costs,  although  there  was  still  a  tremendous 
volume  of  argument  to  take  the  overland  route  and  to  come  all  the 
M'ay  down  to  New  York. 

Mr.  AVillard.  I  have  no  doubt. 

The  Chairman.  And  it  was  not  so  much  a  question  of  what  was  a 
saving  of  time  and  freight,  etc.,  but  it  was  a  question  of  whose  ox 
was  going  to  be  gored. 

Mr.  Willard.  After  all.  Senator,  I  think  there  are  sufficient  under- 
lying facts  to  justify  the  situation,  regardless  of  my  selfish  views,  or 
anything  of  that  kind;  and  I  am  inclined  to  think  that  the  facts 
indicate  clearly  that  traffic  will  seek  the  lines  of  least  resistance, 
and  that  seems  to  be  through  the  northern  ports,  because  it  is  a 
shorter  distance  that  way  to  England  and  the  upper  continent. 

Senator  Pomerene.  Could  not"  the  thing  to  which  Senator  Smith 
refers  be  avoided  by  conferring  upon  the  Interstate  Commerce 
Commission,  or  other  appropriate  governmental  agency,  the  right  to 
pool  traffic  and  facilities? 

Mr.  Willard.  Oh,  yes. 

Senator  Pomerene.  So  that  if  a  railroad  company  refused  or 
neglected,  for  one  reason  or  another,  to  furnish  the  necessary  terminal 
facilities,  then  shipments  might  be  made  over  other  routes? 

Mr.  Willard.  Oh,  yes;  an^l  I  think  that  has  been  done.  For  in- 
stance, traffic  was  diverted  when  the  north  Atlantic  ports  became 
seriously  congested. through  the  southern  ports,  and  grain  from  Chi- 
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cago  that  was  originally  ordered  through  New  York  was  sent 
through  New  Orleans,  and  ships  were  sent  around  there.  It  was  a 
much  "longer  route,  and  it  was  an  unfortunate  thing  to  be  obliged  to 
do  that  when  ships  were  so  scarce,  but  still  it  could  be  done  and  it 
was  done  to  meet  that  emergency,  but  that  is  not  the  line  of  least 
resistance. 

Senator  Pomerene.  Now,  if  I  may  ask  a  question  or  two  on 
another  branch  of  the  subject:  It  has  been  urged  by  those  who  advo- 
cate a  longer  Government  control  of  the  railroads  that  this  is  neces- 
sary for  the  purpose  of  enabling  them  to  formulate  their  plans  and 
to  permit  Congress  to  prepare  and  pass  the  necessary  legislation ;  and 
Ave  have  had  certain  suggestions  for  reform  in  the  management  of  the 
railroads,  namely,  greater  consolidation,  greater  privileges  in  pool- 
ing of  traffic  and  facilities,  etc.  Is  there  any  reason  why  that  could 
not  be  done  b}^  the  railroads  themselves,  within  a  reasonable  time, 
having  due  regard  for  present  financial  conditions,  under  the  present 
railroad  managements,  assuming  that  legislative  authorit}'  were 
given  therefor? 

Mr.  WiLLARD.  I  can  not  see  any  reason  why  it  could  not  be  done 
that  way.  Senator. 

Senator  Pomerene.  And  if  the  present  railroad  managements  were 
not  competent  to  do  the  work,  I  assume,  of  course,  that  they  could 
employ  everybody  connected  with  the  director  general's  office,  could 
they  not? 

Mr.  WiLLARD.  I  assume  they  could.  They  had  most  all  of  them  be- 
fore he  did. 

Senator  Po:merene.  Yes.  Now,  another  matter:  Reference  has 
been  made  during  these  hearings  to  the  greater  efficiency  of  the  rail- 
roads in  Great  Britain.  As  I  recall — and  you  will  correct  me  if  I 
am  not  right  about  this — their  legislation  permitting  of  control  and 
operation  of  the  railroads  was  passed  shortly  after  the  Franco- 
Prussian  War.    Am  I  right  in  regard  to  that? 

Mr.  WiLLARD.  I  think  that  is  right.     That  is  my  understanding. 

Senator  Pomerene.  And  is  it  not  also  a  fact  that  the  British  Gov- 
ernment, when  it  did  assume  control  of  these  raih'oads,  used  the 
railroad  organizations  which  were  then  in  existence? 

Mr.  WiLLARD.  That  is  my  understanding. 

Senator  Pomerene.  Tliey  did  not  attempt  to  substitute  for  the 
railroad  organizations  which  were  built  up  under  private  control  new 
organizations  built  up  under  (lovernmcnt  control? 

Mv.  WiLLARD.  It  is  my  understanding  that  they  did  not. 

Senator  Pomerene.  Then,  is  there  any  reason  why — and  I  do  not 
mean  in  the  immediate  future,  but  in  the  near  future — if  we  were 
to  continue  the  Government  control  for  the  period  provided  for  in 
the  legislation  of  last  year,  the  same  plan  of  operation  could  not  be 
carried  out  through  the  old  organizations? 

Mr.  WiLLARD.  Answering  specifically,  I  say  there  is  no  reason  that 
I  know  of  why  tluit  sliould  not  be  done,  but  T  wouhl  like  to  elaborate 
my  answer  just  a  little. 

Senator  Pomerene.  I  wish  you  would. 

Mr.  WiLLARD.  I  have  attended  most  of  the  hearings,  I  have  heard 
the  matter  discussed,  and  I  have  heard  the  director  general  refer 
to  the  difficulties  which  would  confront  Government  ownership  if  for 
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a  constantly  lessening  period.  I  think  he  is  right.  I  can  well  under- 
stand why  the  morale  of  his  force  would  become  lessened  as  the 
period  is  shortened.  I  think  that  is  very  true.  Now,  as  to  the  manner 
in  which  the  railroads  have  been  handled  under  Federal  control,  of 
course,  I  think  opinions  may  very  well  differ  as  to  whether  the 
English  plan  would  have  been  the  better  plan  here  or  the  plan  that 
has  been  followed;  but  I  would  rather  discuss  it  from  just  a  little 
different  point  of  view. 

Assuming  that  the  emergency  which  justified  the  President  in 
taking  over  the  railroads  in  the  first  instance  also  justified  the  Presi- 
dent, for  some  reason  which  may  not  be  clear  to  me,  in  setting  aside 
the  corporations  and  creating  a  super-operating  organization — 
assuming  that  that  w^as  all  necessary— presumably  it  was  necessary 
to  meet  a  condition  brought  about  by  the  war,  and  in  order  that  we 
might  the  more  quickly  win  the  war.  Now,  that  occasion  has  cer- 
tainly passed.  There  is  no  congestion  on  the  railroads  to-day.  All 
lines  are  open  to  all  places,  and  there  is  a  surplus  of  locomotives,  a 
surplus  of  cars  and  equipment,  even  in  this  eastern  territory,  where 
there  was  such  a  congestion  a  year  ago,  and  there  is  now  a  large  sur- 
plus of  men.  There  is  no  reason,  apparently,  why  the  public  interest 
demands  that  the  railroads  should  be  managed  in  any  different  way 
to-day  than  has  been  the  general  method  of  management  in  the  past. 
So  that  if  there  was  a  reason  for  doing  the  thing  that  you  referred  to^. 
there  would  seem  to  be  no  good  reason  why  it  should  be  continued 
now ;  and  if  the  corporations  were  reinvested  with  the  management  of 
their  properties,  and  if  the  conditions  of  the  contract  were  permitted 
to  run  on  until  Congress  might  legislate^ancl  it  does  not  seem  to  me 
that  it  should  take  such  a  very  long  time  to  legislate — the  director 
general  would  still  be  in  position  to  give  his  instructions  through  the 
executive  officers  of  the  corporations,  to  direct  any  particular  move- 
ment that  seemed  to  be  in  the  public  interest.  In  case  there  should 
be  a  shortage  somewhere,  if  cars  had  to  be  moved  out  of  their  estab- 
lished channels — he  would  still  be  in  a  position  to  order  that  it  be 
done,  and  he  would  have  a  right  to  do  it,  inasmuch  as  the  Government 
would  still  be  in  possession  of  the  roads. 

Now,  I  say  this  without  any  criticism  of  the  policy  that  has  been 
followed,  and  assuming  that  the  policy  was  necessary  and  was  wise 
when  established;  but  I  see  no  reason  for  its  continuance,  and  if  it 
Avere  discontinued  I  believe  the  condition  of  the  morale  would  be 
much  improved  and  the  feeling  of  uncertainty  would  be  cleared 
away,  and  that  it  would  be  better  in  the  public  interest  to  do  exactly 
what  you  suggest. 

Senator  Pomerene.  The  director  general  spoke  of  the  morale  of 
the  director  general's  force,  etc.,  and  the  necessity  for  continuing 
this  period  of  Government  control  in  order  to  improve  the  niorale. 
Assume,  for  the  sake  of  the  argument,  that  Congress  should  decide  ta 
do  that,  what  would  be  the  effect  of  that  kind  of  legislation  upon  the 
morale  of  the  organizations  of  the  railroads? 

Mr.  WiLL.\RD."Of  course,  I  can  only  speak  for  myself,  and  my 
view  is  this:  If  Congress  should  extend  the  period  of  Federal  con- 
trol +o  five  years,  and  if  tlie  director  general  should  be  in  ]:)ositiony 
during  that  extended  period,  to  substitute  his  judgment  for  the  judg- 
ment of  the  owning  corporations  of  these  railroads  in  all  matters 
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pertaining  to  improvements,  development,  and  the  pnrchase  of  equip- 
ment, and  all  that  sort  of  thing,  I  believe  very  firmly  that  at  the  end 
of  the  five-year  period,  and  probably  before,  that  the  railroad  corpo- 
rations, at  least,  whether  the  public  felt  that  way  or  not,  would  be 
ready  and  anxious  to  accept  Government  ownership — and  the  quicker 
the  better.  That  is  the  way  I  would  feel.  Now,  feeling  that  way, 
I  believe  the  effect  would  be  disastrous  on  the  organizations  of  the 
corporations.  It  may  be  said  that  their  organizations  are  small  and 
that  it  is  not  a  particular  matter.  I  think  the  particular  matter  is 
this :  That  Congress  ought  to  feel  that  if  it  accepts  the  five-year  ex- 
tension now  it  is  simply  accepting,  under  another  name,  Government 
ownership.  One  is  just  as  sure  as  the  other.  If  you  do  the  one,  you 
will  get  the  other  later  on.  If  that  is  what  you  want,  you  had  better 
have  Government  OAvnership  now. 

Senator  Pomerene.  I  assume  if  that  plan  is  devised,  then  one 
of  two  alternatives  will  happen:  If  the  plan  is  a  success,  then  the 
Government  would  want  to  continue  it  ? 

Mr.  WiLLARD.  Oh,  certainl}'. 

Senatoi  ?o:merene.  And  if  it  were  not  a  success  and  they  succeeded 
in  disorganizing  the  railroads,  the  alternative,  so  for  as  the  Govern- 
ment Avas  concerned,  would  be  to  turn  these  railroad  sj'stems  over  to 
their  owners? 

JNIr.  WiLLARD.  I  am  not  so  sure  that  that  would  be  a  simple  thing 
to  do.  In  tlie  meantime  there  would  have  been  spent  two  and  a  half, 
and  perhaps  three,  billions  of  dollars  on  the  properties,  and  many 
questions  would  have  come  up  about  the  purcluise  of  equipment,  etc., 
and  I  must  refer  to  that  thing  now  to  which  the  director  general  has 
referred  in  rather  uncertain  terms,  and  I  do  not  know  exactly  what 
he  has  in  mind;  but  he  has  suggested  that  if  he  had  this  long  period 
he  could  make  material  improvements  in  the  public  interest  that  the 
individual  railroad  would  not  undertake  itself.  I  do  not  know  just 
what  he  has  in  mind;  but,  in  any  event,  the  disposition  of  the  im- 
provements so  made  Avould  naturally  be  a  question  to  discuss  at  the 
end  of  the  five  years,  and  I  am  inclined  to  believe  that  the  difficulties 
•growing  out  of  the  situation  would  be  so  enhanced  that  the  only 
thing  for  the  Government  to  do  Avould  be  to  say,  "  Let  us  take  the 
railroads."  I  think  they  would  be  forced  to  do  it.  Of  course,  it 
might  be  that  you  would  want  to  do  it  in  any  eA-ent. 

Senator  PoAIERE^'E.  I  have  come  to  no  conclusion  AvhatcA'er  upon 
the  subject  about  which  I  am  now  going  to  inquire,  but  I  Avish  to  ask 
you,  for  the  time  being,  to  forget  that  vou  are  a  railroad  man  and 
simply  remember  that  you  are  an  American  citizen  interested  in  the 
public  Avelfare.  Is  it  your  thought  that  Congress  should  authorize  a 
loan  or  an  appropriation  for  these  railroads  to  the  extent  of  $750,- 
000,000  for  the  ensuing  year;  or  arrange  affairs  in  such  a  Avay  that  the 
Tailroad  systems  themselves  could  go  ahead  and  adopt  their  oAvn  plans 
for  fiuancing  themselves,  assuming  that  it  is  necessary  to  have  $750,- 
'000,000  for  that  purpose? 

Mr.  WiLLARD.  Senator,  I  do  not  think  I  am  competent  to  give 
a  very  good  reply  to  that;  but  it  rather  seems  to  me,  as  I  understand 
the  matter,  that  there  is  no  other  alternative  for  Congress;  that  is, 
having  in  mind  this  fact — and  I  understand  it  is  a  fact — that  the 
Government  must  raise  a  very  large  sum  of  money — 8  or  10  billion 
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dollars,  perhaps— by  the  sale  of  bonds,  I  am  afraid  that  unless  the 
Oovernment  does  arrange  in  some  way  to  finance  the  railroads  with 
a  sum  of  money  such  as  you  have  mentioned,  the  railroads  will  find 
themselves  unable  to  carry  out  their  improvement  programs  which 
they  must  carry  out  every  year.  Undoubtedly  they  could  go  out 
and  borrow  money  at  6,  7,  or  8  per  cent;  but  clearly  that  is  not  in  the 
public  interest,  because  the  rates  would  ultimately  have  to  take  care 
of  that,  ancl  when  you  have  in  mind  that  the  public  pays  the  bill  any- 
way, I  am  inclined  to  think  it  would,  upon  the  whole,  be  cheaper  and 
better  for  the  Government  to  grant  the  request  for  the  $750,000,000. 
Of  course,  I  assume  they  will  only  use  so  much  of  it  as  may  be  nec- 
essary. 

;:Senator  Pomerene.  I  am  glad  to  have  the  benefit  of  your  thought 
about  that.  Now,  another  matter  and  I  will  finish.  The  railway 
executives  have  come  in  here  with  a  suggestion  that  there  should  be  a 
secretary  of  transportation.  Is  it  your  judgment  that  that  would  be 
a  wise  proposition? 

Mr.  WiLLAKD.  I  recommended  it ;  and  in  my  statement  yesterday  I 
indicated  the  reasons  why  I  thought  that  was  a  desirable  thing.  I 
must  say  I  do  not  think  that  is  a  fundamental  thing.  It  is  simply  the 
creation  of  another  agency  for  doing  certain  things  that  need  to  be 
done.  I  do  not  think  it  is  fundamental  whether  that  agency  do  the 
things  in  mind,  or  some  other  agency.  Mr.  Warfield  has  suggested 
another  kind  of  agency ;  and  we  already  have  the  Interstate  Commerce 
Commission  as  such  an  agency.  Now,  I  think  Congress  either  must 
adopt  some  of  the  suggestions  for  additional  agencies  or  else  enlarge 
and  extend  the  Interstate  Commerce  Commission  so  that  it  can  deal 
promptly  with  the  matters  that  come  before  it. 

Now,  as  to  the  secretary  of  transportation,  I  think  some  day  that 
j)osition  will  probably  be  found  necessary ;  not  necessarily  on  account 
■of  the  railroads,  but  in  order  that  some  one  man  or  agency  may  bring 
about  that  greater  cooperation  of  all  our  transportation  agencies  that 
has  been  talked  about  a  good  deal  as  a  matter  of  public  interest;  and 
really  it  is  a  matter  of  public  interest.  There  is  no  one  now  to  view 
in  a  large  way  the  whole  situation  and  determine  how  the  rivers  and 
the  electric  railwa3'^s  and  the  highways  and  the  steam  railways  may 
best  be  coordinated  together,  and  I  think  that  is  a  problem  that  is 
worthy  of  a  Cabinet  officer's  attention. 

Senator  Pomerene.  Then,  if  you  had  a  Cabinet  officer  would  you 
give  him  control  over  the  public  highways  and  rivers? 

Mr.  WiLLARD.  I  did  not  say  "  control."  That  is  not  my  conception, 
at  any  rate.  I  would  not  give  him  control  over  the  steam  railroads — 
either  their  personnel  or  their  properties.  My  thought  has  been  that 
he  should  study  the  question  and  see  wdiat  should*  be  our  policy  with 
reference  to  bringing  all  those  agencies  of  transportation  together. 
I  think  the  majority  of  railroad  men  to-day  accept  the  thought  that 
where  a  waterway,  for  instance,  exists  and  it  can  be  used  so  as  to  per- 
form a  transportation  service  that  is  cheaper,  in  the  public  interest, 
than  a  steam  railway  service,  the  waterway  should  be  used ;  but  there 
is  a  lot  of  misunderstanding  about  that. 

Senator  Pomerene.  Let  me  see  if  I  understand  your  thought  cor- 
rectly. Of  course.  Cabinet  officers  have  administrative  as  well  as  ad- 
visory powers. 
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Mr.  WiLLARD.  Yes. 

Senator  Pomerene.  Is  it  your  thought  that  the  secretar}^  of  trans- 
portation should  have  administrative  duties  to  perform? 

Mr.  WiLLARD.  No,  sir ;  not  over  the  raih-oads,  and  I  would  not  say 
over  any  of  the  other  instrumentalities  of  transportation.  I  do  not 
think  that  is  necessary. 

Senator  Pomerene.  Then  would  you  give  the  administrative  duties 
all  to  the  Interstate  Commerce  Commission? 

Mr.  WiLLARD.  Yes  and  no.  In  connection  with  the  Executive's 
plan  they  did  suggest  that  the  purely  administrative  duties  of  the 
Interstate  Commerce  Commission  might  be  transferred  to  the  sec- 
retary of  transportation  and  thus  relieve  the  Interstate  Commerce 
Commission.  Now,  those  administrative  duties  amount  to  seeing  that 
the  safety-appliance  laws  are  enforced — and  that  might  be  done  by 
the  Department  of  Justice  even  now — and  certain  other  matters  that 
have  nothing  really  to  do  with  the  management  or  operation  of  the 
railroads. 

Senator  Pomerene.  I  think  that  is  all  I  care  to  ask. 

Senator  Cummins.  Mr.  Willard,  I  would  like  your  opinion  upon 
one  point.  Assume,  for  the  moment,  for  the  purposes  of  the  ques- 
tion, that  Congress  does  not  extend  the  period  of  Government  control 
in  accordance  with  the  recommendation  of  the  Director  General,  and 
assume,  further,  that  within  a  year  or  two  years  Congress  can  reach 
and  will  reach  some  conclusion  with  regard  to  the  general  readjust- 
ment, would  it  be  wiser  to  turn  the  roads  back  to  the  owners  imme- 
diately or  to  allow  them  to  remain  as  they  are  until  Congress  acts? 

Mr.  WiLLARD.  Senator,  that  is  a  very  important  question,  and  I 
might  perhaps  answer  it  in  this  way :  I  am  not  sure  that  either  alterna- 
tive is  a  necessary  one.  Being  interested  in  the  Baltimore  &  Ohio 
Kailroad,  of  course  I  would  like  to  see  that  property  again  under  the 
management  of  its  own  corporation  as  soon  as  possible.  I  think  it  is 
to  the  interest  of  the  owners  of  the  property  to  have  that  brought 
about.  I  would  not  like  to  see  the  period  indefinitely  extended.  If 
Congress  felt  that  it  could  pass  legislation  on  the  nuitter  in  six 
months  or  a  year,  I  see  no  reason  why,  if  the  present  contractual 
relations  continued,  the  corporations  could  not  in  the  near  future  be 
reinvested  with  the  management  of  their  own  properties,  subject  to 
the  director  general.  That  is  the  alternative  I  have  in  mind.  You 
could  continue  P^ederal  control,  but  do  it,  as  Senator  Pomerene  has 
suggested,  through  the  corporations  as  the  governmental  agencies. 
I  think  then  the  railroad  companies,  having  the  control  of  their 
properties,  could  again  take  up,  as  a  commercial  proposition,  the 
development  of  their  properties  and  of  the  territories  that  thej^  serve 
and  could  begin  again  to  carry  on  as  they  were  before  the  Govern- 
ment took  them  over. 

You  must  understand,  of  course,  that  to-day  the  corporations  have 
no  influence;  at  least,  only  within  the  last  few  weeks  have  they  had 
any  influence  at  all  in  the  management  of  their  own  properties,  and 
undoubtedly  that  policy  was  necessary  during  the  war,  but  it  is  not 
necessary  now.  I  do  not  think  I  have  quite  answered  your  question; 
but  if  I  may  say  so,  my  thought  this  minute  would  be  that  if  Con- 
gress could  legislate  within  a  year  or  so,  and  in  the  meantime  the  cor- 
porations could  manage  their  own  properties,  subject  to  the  director 
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general,  so  that  the  public  interest  would  be  conserved,  perhaps  that 
would  be  the  preferable  plan.  If  it  were  going  to  take  much  longer 
than  that,  Congress  might  perhaps  provide  for  an  earlier  relinquish- 
ment of  Federal  control,  and  to  my  mind  that  problem  is  not  so 
serious  as  has  been  suggested.  As  I  see  it,  there  are  only  two  things 
necessary  to  do  to  relinquish  Federal  control  and  to  have  the  roads 
go  on:  The  first  is  the  question  of  rates,  and  the  second  is  the 
question  of  the  money  we  owe  the  Government. 

Now,  nnich  of  this  money  has  been  borrowed  from  the  Government 
on  demand  paper.  Clearly  the  roads  could  not  pay  it  off  at  once, 
with  liberty  loans  in  view,  and  I  assume  the  Government  would  be 
willing  to  extend  such  loans  on  reasonable  terms,  so  that  would  seem 
to  be  a  very  simple  thing. 

Now,  the  roads  could  not  live  under  private  ownership  unless  they 
had  rates  sufficient  to  take  care  of  these  increased  costs ;  and  it  really 
seems  to  me  that  the  difficulty  of  that  matter  is  exaggerated.  I  had  a 
little  statement  prepared  last  night  which  I  will  offer  for  your  infor- 
mation, just  to  help  clear  my  own  views,  as  to  the  increases  in  some 
of  the  prices  of  leading  things  during  the  last  three  or  four  years,  as 
compared  with  the  increases  in  freight  charges.  Now,  take  wheat — 
and  that  is  an  exaggerated  case,  I  understand.  Senator,  because  the 
Government  support  is  under  it — and  there  has  been  an  increase  be- 
tween 1919  and  1914  of  117  per  cent;  and  the  increase  in  the  freight 
rate  on  wheat  is  53  per  cent.  Take  lumber — and,  so  far  as  I  know, 
there  is  no  superficial  bolstering  up  of  lumber  prices — and  the  price 
has  gone  up  119  per  cent,  and  the  freight  charges  38  per  cent.  Take 
steel  rails — and  that  is  indicative  of  the  steel  business,  I  suppose — 
and  the  price  has  gone  up  89  per  cent,  and  the  freight  charges  53  per 
cent. 

Stone  ballast,  the  price  has  increased  107  per  cent  and  the  freight 
rate  of  40  per  cent.  Dressed  meats,  the  price  has  increased  87  per  cent 
and  the  freight  rate  53  per  cent ;  and  so  on  through  cotton  and  bitumi- 
nous coal,  and  one  or  two  other  articles.  Now,  the  railroad  is  like 
any  other  institution;  it  must  pay  its  bills,  and  if  it  costs  more  to 
operate  it  must  have  more  money  to  pay  the  bills. 

I  was  asked  yesterday  if  I  thought  the  existing  rates  were  enough 
to  take  care  of  the  increased  costs.  I  really  do  not  know.  I  am  not  in 
position  to  know.  I  do  not  know  what  the  Baltimore  &  Ohio  Rail- 
road would  do  if  we  were  operating  the  road  to-day,  because  much 
of  the  business — some  of  it,  anyway — that  we  would  be  doing  is  now 
being  sent  over  other  lines;  so  I  can  not  tell.  The  figures  that  I 
submitted  this  morning  were  the  best  evidence  that  I  had,  and  they 
seem  to  indicate  that  the  increase  in  charges  would  hardly  be  suffi- 
cient to  take  care  of  the  increase  in  costs;  but  they  might  be — on 
that  volume  of  business,  they  might  be.  I  fear  we  are  going  to  have 
a  much  less  volume  of  business  than  we  had,  say,  in  1916,  so  I  am  un- 
certain about  the  future.  I  wish  I  could  answer  your  question  defi- 
nitely, but  I  do  not  know  how. 

Senator  Cummins.  Possibly  I  can  put  it  a  little  more  concretely. 
We  are  confronted  with  the  suggestion,  if  not  with  the  statement, 
that  if  the  five-year  extension  proposed  is  not  granted,  the  railroads 
will  be  returned  within  two  or  three  or  four  montlis  to  their  owners 
to  be  operated  under  the  old  system  of  control.  It  is,  of  course,  ob- 
vious that  there  will  be  no  general  legislation  touching  this  question 
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at  this  session,  and  that  makes  it  very  clear  that  there  will  be  none 
until  after  December  of  this  year.  Now,  under  those  circumstances, 
would  it  be  better  for  the  Government  to  hold  onto  the  railroads 
under  the  present  law,  or  with  some  slight  modification  of  it,  or  to 
return  them  without  any  legislation  of  a  general  character  at  all — 
and  when  I  ask  which  would  be  the  better  course.  I  mean  from  the 
standpoint  both  of  the  public  and  of  the  railroads? 

Mr.  WiLLARD.  I  still  have  difficulty  in  answering  that  question,  from 
the  fact  that,  not  having  anything  to  do  with  the  management  of  the 
property,  I  am  not  in  position  to  speak  definitely  about  results.  If  we 
were  reinvested  with  the  management  of  our  own  properties,  and  iiad 
been  controlling  the  operations  of  our  properties  for  three  or  four 
months,  and  you  were  to  ask  me  that  question,  I  then  might  be  able 
to  make  you  a  helpful  answer.  That  is  one  reason  why  I  would  favor 
the  suggestion  of  Senator  Pomerene  that  the  corporations  be  put  back 
in  charge  of  their  properties,  so  that  the  railway  managements  could 
know  to  what  extent  their  costs  had  been  increased  by  these  labor 
charges,  to  what  extent  their  business  had  been  diverted  and  was  not 
coming  back,  and  then  we  could  say  safely  either  that  we  can  or  can 
not  live  on  the  present  rate  basis.  I  really  can  not  say  that  now. 
Then,  in  addition  to  that,  if  I  may  say  so.  Senator,  there  is  one  ques- 
tion where  lawyers  seem  to  difl'er  very  radically.  Some  tell  us  that 
if  the  railroads  were  to  go  back  to  the  owners  to-morrow  all  of  the 
rates  now  in  effect  would  remain  in  effect;  but  others,  equally  able, 
tell  us  that  the  State  rates  now  in  effect  Avould  immediately  cease  to 
be  in  effect,  and  the  low  rates  would  go  in.  If  that  were  to  happen, 
then  I  would  say  the  railroads  could  not  get  along  on  any  such  rate 
structure  as  that. 

Senator  CuiNfMixs.  There  is  no  way  of  settling  that  question  at 
this  time. 

Mr.  WiLLARD.   No. 

Senator  Cummins.  And  the  suggestion  of  Senator  Pomerene,  how- 
ever wise  in  the  end.  probably  con  Id  not  be  carried  into  effect  until 
sometime  next  session,  because  if  we  were  to  attempt  to  revise  the 
authority  of  the  Dii-ector  General  Ave  would  at  once  be  confronted  with 
difficulties  that  could  not  be  surmounted,  at  least  until  sometime  in 
the  winter  of  1919-20.  So  it  seems  to  me  that  we  must  pursue  one  of 
two  courses:  AVe  must  either  keep  thesp  railroads  until  Congress  has 
had  an  opportunity  to  legislate  along  whates'er  lines  may  seem  to  be 
wise,  or  we  must  extend  the  time  in  accordance  with  the  recommenda- 
tion of  the  Director  General. 

Mr.  WiLLARD.  It  hardly  seems  to  me  that  that  would  be  necessary, 
because  if  Congress  did  not  legislate  until  next  December  we  would 
still  have  a  complete  congressional  session  within  which  to  provide 
suitable  legislation. 

Senator  Cummins.  But  the  difficulty  is  that  it  is  quite  clear,  if  wo 
may  accept  the  view  of  the  Director  General,  that  long  before  wo 
legislate  in  any  substantial  way  these  roads  will  be  retui-nod.  and  tho 
Government  will  relin(]uish  its  possession  and  operation  of  them,  and 
you  and  the  public  must  meet  that  situation.  Assuming,  now,  that 
we  adjourn,  as  we  must  in  a  few  days,  and  that  there  will  be  nc^  oppor- 
tunity for  legislation  until  next  fall  or  winter,  and  the  Director  Gen- 
eral, in  the  absence  of  all  further  legislation,  simply  relinquishes  these 
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railroads  on  the  1st  of  June,  let  us  assume.     What  then  will  he  the 
situation,  in  view  of  everj^thing  yon  have  descrihed^ 

Mr.  AViLLAKD.  Well,  we  know  pretty  definitely  that  wages  have 
been  increased  approxiniatelv  $900,000,000  a  year — between  $800,- 
000,000  and  $900,000,000— and  changes  in  practices  have  probabaly 
raised  it  to  substantially  $900,000,000  a  year.  That  has  been  done  by 
the  Government  in  its  control  of  the  railroads. 

Now,  if  the  Government — the  President — having  had  the  rail- 
roads, and  having  put  that  additional  burden  upon  the  railroads,  and 
having,  for  his  own  purposes,  raised  the  rates  so  that  measurably  at 
least  he  could  meet  that  increased  bill,  looking  to  Congress  to  make 
up  any  deficit— if  he,  having  placed  upon  them  that  increased  charge, 
turns  them  back  on  such  a  rate  structure  that  we  are  not  able  to  get 
even  the  rates  that  he  received,  I  fancy  there  would  be  a  rather  seri- 
ous situation. 

It  is  inconceivable  to  me  that  private  property  could  be  or  would 
be  treated  by  the  Government  in  any  such  way  as  that. 

Senator  Cummings.  That  is  the  way  it  seems  to  me  also,  and  it  is 
for  that  reason,  or  for  that  reason  among  others,  that  I  think  the 
safer  course  is  to  require  the  Government,  under  the  present  law, 
with  some  modifications  to  retain  the  operation  of  the  roads  until 
Congress  had  had  at  least  a  fair  opportunity  to  enact  such  legislation 
as  it  may  believe  is  necessar}^  for  the  protection  both  of  the  railroads 
and  of  the  public;  and  I  ask  if  that  is  not  a  sound  conclusion? 

Mr.  WiLLARD.  I  should  think,  if  I  answered  "  Yes,"  it  would  neces- 
sarily follow  that  I  doubted— that  I  feared  the  President  might  do 
the  thing  we  have  been  discussing.  I  hate  to  accept  that  conclusion. 
Senator.  I  will  say  this :  I  am  not  called  upon  to  indorse  the  admin- 
istration one  way  or  the  other;  but  I  would  hate  to  think  that  any 
administration  would  take  private  property  and  do  to  it  that  which 
has  been  suggested,  I  grant,  by  the  director  general.  I  can  not  be- 
lieve that  that  will  be  dpne. 

Senator  Cuj^r^iixs.  I  am  not  looking  at  it  from  any  other  stand- 
point than  that  both  the  President  and  the  Director  General  desire 
to  promote  the  public  interest. 

Mr.  WiLLARD.  Yes ;  of  course. 

Senator  Cummins.  I  am  bound  to  assume  that. 

Mr.  WiLLARD.  Yes. 

Senator  Cummins.  But  in  view  of  the  explicit  statement  of  the 
Director  General  and  in  view  of  my  judgment  that  the  President 
will  accept  the  view  of  the  Director  General  upon  a  question  of  that 
kind,  I  am  not  able  to  entertain  any  hope  that  the  present  operation 
of  the  properties  will  continue  beyond  two  or  three  months. 

Senator  Poimerene.  Do  you  have  reference  to  Mr.  Hines's  state- 
ment or  Mr.  McAdoo's? 

Senator  Cummins.  Both  Mr.  Hines  and  Mr.  McAdoo.  Mr.  Hines 
elaborated  upon  it  quite  a  good  deal  more  than  Mr.  McAdoo,  but  he 
was  equally  positive. 

Senator  Pomerene.  I  did  not  understand  that  he  said  that  if  there 
was  not  an  extension  the  railroads  would  have  to  be  turned  back 
within  a  few  months. 

Senator  Cummins.  I  think  he  stated  that  in  almost  direct  terms: 
that  he  could  not  see  any  possible  justification  for  a  retention  of  the 
railroads  beyond  a  short  period. 
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The  Chairman.  Was  not  that  upon  the  assumption  that  he  was 
convinced  that  the  present  rates  were  legal  and  that  the  status  of 
the  roads  now  would  not  be  changed,  so  far  as  the  return  on  rates 
was  concerned,  from  what  they  were  under  Government  control  ? 

Senator  Cummins.  I  think  he  recognized  that  there  was  some 
doubt  in  regard  to  State  rates,  although  he  had  no  doubt — -nor  have 
I,  so  far  as  that  is  concerned — with  regard  to  the  continuation  of  the 
rates,  so  far  as  interstate  traffic  is  concerned;  but  that  is  the  dilemma 
which  Ave  must  face,  and  looking  at  it  from  the  standpoint  of  every- 
thing that  has  been  said  here  and  being  inclined  to  the  view  that  the 
President  will  follow  the  advice  of  his  Director  General — for  both  of 
them  are  strong  men,  the  former  one  and  the  present  one — it  would 
seem  to  me  that  it  is  the  duty  of  Congress  now,  before  we  adjourn, 
to  make  sure  that  these  roads  shall  not  be  returned  until  Congress 
has  a  fair  and  reasonable  opportunity  to  enact  such  legislation  as 
will  protect  the  public  and  the  properties  as  well. 

Senator  Poixdexter.  You  mean  the  passage  of  some  legislation 
requiring  that? 

Senator  Cummins.  What  is  that? 

Senator  Poindexter.  You  mean  that  we  should,  before  we  ad- 
journ, enact  a  law  on  that  subject? 

Senator  Cummins.  I  do.  I  mean  that  we  ought  to  amend  that 
section  of  the  present  Federal-control  act  which  gives  to  the  Presi- 
dent authority  to  relinquish  these  properties  whenever  he  pleases  to 
do  so,  and  I  have  introduced  a  bill,  now  pending  before  the  com- 
mittee, looking  to  that  end,  and,  knowing  the  very  broad  view  which 
Mr.  Willard  takes  of  these  subjects  and  his  ability  to  reach  a  general 
conclusion,  I  have  asked  him  this  question. 

The  Chairman.  Mr.  Willard,  let  me  ask  you  this  question:  In 
view  of  what  Mr.  Hines  has  said  and  what  you  have  said  in  reference 
to  a  conlinujition  of  Federal  control,  do  you  not  think  the  Federal 
administration  has  as  keen  ap])reciation  of  the  welfare  of  the  rail- 
roads and  of  the  public  generally  as  any  other  body  might  have? 

]Mr.  Willard.  Of  course,  I  can  not  answer  that  from  absolute 
knowledge,  but  I  should  hope  they  would  have. 

The  Chairman.  You  must  assume  that? 

Mr.  Willard.  Yes;  we  must  assume  that. 

The  CiiAnffilfAN.  Do  you  not  think  that  Congress  could,  in  21 
months,  work  out  some  modus  vivendi  that  would  take  care  of  the 
railroads,  to  the  advantage  of  the  railroads  themselves  as  Avell  as  of 
the  public,  until  such  times  as  Congress  could  act,  rather  than  to  pre- 
cipitately throw  them  back  and  injure  both  the  interests  of  the  rail- 
roads and  of  the  public? 

Mr.  AViLLARD.  Oh,  yes;  I  should  dislike  to  suggest  that  Congress 
could  not  deal  with  the  matter  in  21  months.  To  my  mind,  it  is  not 
a  complicated  matter.  I  should  think  they  might  deal  with  it  in  that 
time. 

The  Chairman.  Even  under  the  present  status  of  affairs,  without 
any  mandatory  action  on  the  part  of  Congress,  do  you  not  think 
the  administration  and  the  railroads  could  preserve  the  railroads 
in  their  own  interests  and  in  tlio  interests  (if  the  public  quite  as  well 
as  if  there  were  a  mandatory  order  from  Congress  that  they  should 
do  it  ? 
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Mr.  WiLLARD.  ITndoiibtodly  the  President  has  authority  under  the 
present  hiw  to  turn  the  roads  back  to-day. 

The  Chairman.  Of  course,  I  know  that;  but  do  you  think  he 
woulcl  do  it  if  he  thought  it  Avas  going  to  injure  the  railroads  or  the 
public? 

Mr.  WiLLARD.  No;  I  can  not  believe  that  a  President  would  do 
anything  that  he  thought  would  be  harmful  to  the  public  interest. 

Senator  Cummins.  But  both  these  men  who  have  been  intrusted 
with  the  management  of  the  properties  have  said  that,  in  their  opin- 
ion, the  roads  ought  to  be  returned. 

Mr.  WiLLARD.  Yes. 

Senator  Cummins.  Both  in  the  interest  of  the  public  and  in  the 
interest  of  the  properties. 

Senator  Poin dexter.  My  recollection  is  that  the  President  has  said 
substantially  the  same  thing. 

Senator  Cummins.  Pretty  nearly  the  same  thing. 

The  Chair]\ian.  No;  the  President  said  they  should  be  returned 
as  soon  as  circumstances  or  conditions  would  warrant  their  return. 

Senator  Poin  dexter.  I  do  not  recall  the  exact  language. 

The  Chairman.  Well,  that  is  the  thought. 

Senator  Cummins.  I  am  not  suggesting  these  things  as  a  criticism 
upon  the  President,  or  upon  Mr.  Hines,  or  upon  Mr.  McAdoo.  I  am 
simply  stating  that  that  is  the  conclusion  of  the  two  latter,  at  any 
rate;  and  it  is  somewhat  corroborated  by  the  message  of  the  Presi- 
dent at  the  beginning  of  this  session  of  Congress;  and  if  they  believe 
what  they  have  said  they  believe — I  mean  the  two*  directors  gen- 
eral— the}^  intended  to  do  this  thing,  and  I  think  we  would  be  rather' 
derelict  in  our  duty  if  we  did  not  accept  that  statement  as  indicating 
the  course  that  will  probably  be  pursued. 

Senator  Pomerene.  I  want  to  submit  the  observation  that  in  view 
of  the  fact  that  the  railroad  director  has  21  months  after  the  procla- 
mation of  peace  shall  have  been  signed  to  keep  the  control  of  these 
roads,  if  at  the  present  time  he  asks  for  five  years ^id'ckn  not  get  it, 
and  says,  "  If  I  can  not  get  five  years  I  shall  turn  tnese^ruil roads  back 
precipitately,"  he  is  not  acting  fairly  either  toward  the  public  or  the 
railroads.  *  •-"'^^- 

Senator  Cummins.  I  quite  agree  with  you:  but  th^e  Ib  a  great 
difference  of  opinion  about  it.  I  agree  it  ought  not  tor  be  .done,  but 
there  may  be  an  honest  difference  of  opinion  about  that^  an^apj^ar- 
ently  these  two  eminent  men  who  ha^'e  been  chosen  for  thei^  knowl- 
€djn:e  of  the  subject  are  of  a  different  opinion. 

I  want  to  get  some  light  upon  what  we  ought  to  do  in  the  premises. 

Senator  Kellogg.  It  does  not  seem  to  me  very  useful  to  sj^eculate 
upon  it,  because  if  the  President  and  the  Railroad  Administration 
make  up  their  minds  to  turn  the  properties  back  unless  they  get 
five  years'  extension,  they  could  turn  them  back  before  we  could 
legislate,  or  the  President  could  veto  a  bill  and  turn  them  back  then. 

Senator  Cuinimins.  They  could  easily  retain  possession  of  the 
properties  to  the  end  of  the  21  months,  and^I  will  say  here  that  I 
propose  when  this  appropriation  bill  for  $750,000,000  comes  in  to 
offe"^  my  bill,  which  is  now  pending  before  this  committee  as  an 
amendment  to  that  appropriation  bill,  and  they  will  either  get  no 
appropriation  or  they  will  pass  that  bill — or,  at  least,  the  Senate 
will  not  act  upon  it. 
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The  CiiAiEMAx.  It  is  inconceivable  to  me  that  the  Raih'oad  Ad- 
ministration, composed  of  practical  railroad  men,  having  to  deal 
with  Mr.  Willarcl  and  others  having  a  common  purpose  in  view, 
would  come  to  such  a  pass  that  the  Railroad  Administration  would 
do  an  unwise  and  precipitate  thing  for  other  reasons  than  what  they 
thought  were  justifiable  in  the  public  interest.  I  can  not  conceive 
(Of  it,  and  it  seems  to  me  that  the  railroads,  knowing  that  within  the 
21  months  they  were  to  be  returned,  and  the  administration  knowing 
that  within  the  21  months  they  were  to  be  returned,  the  railroads 
and  the  administration  could  reach  an  understanding  that  would 
conserve  the  public  interests  and  the  interests  of  the  railroads  quite 
as  well  as  any  mandatory  order  from  Congress  in  the  premises.  To 
order  tliem  not  to  do  it  would  look  as  if  we  were  afraid  they  were 
going  to  do  it  from  pique  or  otherwise. 

Senator  Kellogg.  Why  should  we  discuss  that  here  now  ?  It  looks 
as  if  we  assume  that  they  are  not  going  to  do  what  they  have  said 
they  will. 

Senator  Cummins.  I  am  willing  to  accept  what  they  have  said. 
They  have  said  they  think  it  is  the  best  thing  for  the  country.  But 
I  want  to  ask  a  question  now  on  another  point.  I  beg  pardon  for 
having  led  the  discussion  into  this  channel.  ]Mr.  Willard,  we  have 
discussed  a  good  deal  this  question  of  consolidation. 

Mr.  AViLLARD.  Yes. 

Senator  Cummins.  Especially  the  consolidation  oi  the  strong  roads 
with  the  weak  roads. 

Mr.  Willard.  Yes. 

Senator  Cummins.  xVnd  I  see  very  clearly  tliat  the  great  difficulty 
^ve  have  always  encountered  as  to  rate  making  would  be  met,  in  a 
measure  at  least,  by  the  plan  you  have  laid  before  us.  You  have  said, 
however,  that  the  consolidations  which  are  necessary  in  order  to  re- 
lieve the  problem  of  its  insoluble  part  could  best  be  brought  around 
by  voluntary  consolidation.  Suppose,  however,  if  it  is  left  volun- 
tary with  the  railroads,  that  they  do  not  })ring  it  around — and  one 
can  not  predict  very  certainly  wlu\t  their  interests  may  seem  to  re- 
quire or  dictate — what  is  your  objection  to  a  i)rovision  which  would 
require  or  allow  the  Interstate  Commerce  Commission  to  require 
a  consolidation  upon  the  very  plan  which  you  have  outlined? 

Mr.  AViLLi\RD.  JNIy  reasoning  takes  this  line.  Senator:  The  rail- 
roads have  made  strong  efforts  to  do  this  very  thing,  sometimes  to  the 
extent  of  running  against  the  law;  and  laws  having  been  established 
to  prevent  them  from  doing  it,  and  I  have  rather  felt  that  if  the  law 
should  be  modified  so  that  they  could  be  permitted  lawfully  to  do 
the  thing,  that  is,  along  the  line  of  their  general  jiolicy  in  the  ]>ast 
Avliorever  it  was  shown  to  be  in  the  public  interest,  that  would  be 
the  natural  course  that  the  problem  would  take,  and  that  it  would  not 
be  necessary  to  make  it  compulsory.  Of  course,  I  do  not  know; 
but  if  it  did  not  work  out  in  such  a  way  as  I  have  suggested  it  could 
be  nuide  compulsory  later  on. 

Senator  Cummins.  I  can  understand  how  certain  consolidations 
would,  in  all  probability,  take  place,  because  that  has  been  tlie  course 
of  events  in  the  past. 

Mr.  AViLLARD.  Yes. 
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Senator  Cu]\r]vji?cs.  But  it  is  not  at  all  certain  that  the  consolida- 
tions would  take  place  according  to  the  plan  that  you  have  here 
outlined. 

Mr.  WiLLARD.    No. 

Senator  Cummins.  And  it  is  some  such  plan  that  must  be  pursued 
in  order  to  relieve  the  situation  that  we  have  already  discussed. 

Mr.  WiLLARD.  It  does  not  seem  certain,  Senator,  that  it  would  be 
pursued  in  accordance  with  any  other  plan  than  this,  because  the  com- 
mission would  not  permit  it.  That  is  to  say,  they  would  not  permit 
consolidations  at  variance  with  this  plan  unless  they  were  in  the 
public  interest,  of  course. 

Senator  Cummins.  I  know  that;  but,  if  the  various  railroad  com- 
panies must  initiate  consolidations,  even  though  they  were  not  able 
to  secure  from  the  Interstate  Commerce  Commission  authority  to 
make  certain  consolidations  which  they  desire,  if  they  could  not  get 
permission  to  do  what  the}^  wanted  to  do  thev  would  not  do  any- 
thing? 

Mr.  WiLLAED.  They  might,  but  my  opinion  is  that  it  would  be 
found  to  work.     I  may  be  mistaken  there. 

Senator  Cuminiins.  Do  you  not  think  that,  in  all  probability,  if 
we  have  an  intelligent  connnission,  and  I  am  sure  we  will  have,  the 
initiative  for  these  consolidations  might  be  very  well  left  with  the 
commission  ? 

Mr.  WiLLARD.  No,  Senator;  I  can  not  say  that  I  do.  I  am  in  favor 
of  doing  as  little  as  possible  in  the  way  of  disturbing  the  system 
that  has  grown  up;  and  what  I  am  recommending  or  suggesting  is 
that  you  simply  remove  the  restriction  that  has  been  placed  in  the 
past — at  a  time  when  there  was  no  governmental  body  or  agency  to 
say  or  decide  Avhether  these  things  were  in  the  public  interest  or  not. 
Now,  I  simply  suggest  to  remove  that  restriction  and  let  the  natural 
laws  work  themselves  out. 

Senator  Cummins.  Have  you  thought  of  this :  So  far  as  I  am  con- 
cerned the  plan  I  have  in  mind  for  consolidations  is  not  regional. 

Mr.   WiLLARD.    No. 

Senator  Cu^imins.  I  do  not  believe,  generally  speaking,  in  consoli- 
dations which  will  eliminate  competition ;  and  that,  of  course,  ought 
to  be  preserved  just  as  far  as  possible;  but,  if  Congress  were  to  indi- 
cate that  consolidations  must  take  place,  or  ought  to  take  place, 
along  the  line  you  have  suggested,  so  as  to  preserve,  so  far  as  possible, 
competition  in  every  quarter  of  the  country,  would  not  that  be  a 
sufficient  protection? 

Mr.  WiLLARD.  I  think,  if  Congress  were  to  express  its  views  in 
language  such  as  you  have  suggested,  that  would  be  helpful  and  suffi- 
cient and  the  roads  would  go  along  and  work  it  out  that  way.  I  do 
not  believe  that  any  addition  to  that  would  be  necessary  to  make  it 
mandatory,  because  if  they  did,  they  would  necessarily  have  to  give 
some  agency  the  power  to  say  what  should  be  done;  and,  then,  that 
agency  would  have  the  initiative,  and  the  development,  I  suppose, 
would  rather  rest  on  that  agency.  It  seems  to  me  it  would  be  better 
to  leave  it  with  the  companies,  subject  to  review  and  approval  by 
the  agency. 
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Senator  Pomerene.  Senator,  I  am  not  sure  that  I  caught  the  idea 
in  your  question.  Did  you  intend  that  Congress  should  legislatively 
say,  for  instance,  that  a  given  consolidation  should  take  place? 

Senator  Cummins.  No. 

Senator  Pomerene.  Or  simply  delegate  the  authority  and  confer  it 
upon  an  administrative  body  to  so  determine  ? 

Senator  Cummins.  The  latter  entirely. 

Senator  Pomerene.  I  assumed  so. 

Senator  Cummins.  But  my  question  implied  this  idea :  That  Con- 
gress might  very  well  and  should  lay  down  a  general  rule  of  conduct 
or  a  general  rule  for  the  administrative  body ;  namely,  the  consolida- 
tion of  the  railroads  of  the  country,  not  into  regions,  but  into  systems 
that  would  preserve,  so  far  as  possible,  the  present  competition  in 
service  between  the  various  railroad  companies  or  systems. 

Mr.  WiLLARD,  That  was  my  understanding.  I  see  no  objection  to 
that. 

Senator  Cummins.  I  will  not  pursue  it  further.    That  is  all. 

Senator  Kellogg.  I  would  like  to  ask  one  or  two  questions.  You 
were  speaking  about  the  morale  of  the  service.  Have  the  railroads 
been  operated  by  this  superorganization  here  in  Washington  entirely? 

Mr.  WiLLARD.  Senator,  I  can  not  answer  that.  I  am  not  a  part  of 
it  and  I  do  not  know  how  the  thing  has  Avorked  out.  Of  course,  the 
superorganization  has  had  general  direction  and  general  control;  but, 
not  being  under  it,  I  do  not  know  how  effective  that  has  been. 

Senator  Kellogg.  You  are  president  of  the  Baltimore  &  Ohio  Rail- 
road ? 

Mr.  WiLLARD.  I  am,  of  the  company. 

Senator  Kellogg.  xVnd  you  have  a  board  of  directors? 

Mr.  WiLLARD.  Yes. 

Senator  Kellogg.  Have  you  anything  to  do  with  the  management 
of  the  road  ? 

Mr.  WiLLARD.  Absolutely  nothing.  Now,  we  are  advised  by  Mr. 
Hines  and  Mr.  Powell  that  in  the  future  all  expenditures  to  be  made 
will  be  made,  if  possible,  subject  to  our  approval.  There  may  be 
instances,  however,  where  they  would  feel  like  doing  something 
against  our  protest. 

Mr.  Bledsoe.  Capital  expenditures. 

Mr.  WiLLARD.  Yes;  capital  expenditures. 

Senator  Kellogg.  As  to  the  operation,  you  are  not  advised  and  not 
consulted  with  respect  to  that  ? 

Mr.  WiLLARD.  Not  at  all. 

Senator  Keixogg.  And  you  have  no  knowledge  of  the  details  of  it? 

Mr.  WiLLARD.  Only  such  as  I  may  be  able  to  get  hold  of. 

Senator  Pomerene.  Are  you  keeping  up  your  organization,  so  that 
you  could  go  on  with  operation? 

Mr.  WiLLARD.  The  corporate  organization  of  the  Baltimore  c^  Ohi«^ 
Railroad  consists  now,  I  believe,  of  about  TO  or  80  persons.  That  is 
all  we  have.  The  70,000  employees  of  the  company  were  all  taken 
over  by  the  Federal  administration,  and  I  have  no  connection  with 
them  at  all. 

Senator  Kellogg.  And  what  took  ])lace  with  the  Baltimore  &  Ohio 
Railroad  took  place  generally  throughout  the  country? 

Mr.  WiLLARD.  I  understand  so. 
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Senator  Kellogg.  Did  I  imderstand  you  to  say  that  you  thought 
there  was  no  reason  now  why  the  director  general  should  not  turn 
back  to  the  corporate  organizations  the  management  of  the  proper- 
ties, maintaining  the  power  to  direct  them  practically  as  he  does 
now? 

Mr.  WiLLARD.  Yes ;  that  is  what  I  said,  Senator. 

Senator  Kellogg.  Instead  of  having  a  great  central  organization 
in  Washington  to  operate  the  railroads  from  Washington? 

Mr.  WiLLARD.  I  said  that  while  that  central  organization  may  have 
been  necessary  as  a  war  measure — I  will  not  discuss  that — I  see  no 
occasion  for  maintaining  it  now  that  the  war  and  the  emergency  have 
passed,  there  being  no  congestion  or  shortage  of  men  or  cars  or  en- 
gines on  any  of  the  railroads. 

Senator  Kellogg.  Then,  you  can  not  say  whether  maintaining  even 
the  present  amount  of  business,  with  the  increased  operating  ex- 
penses which  the  Government  has  put  on  the  property,  the  Baltimore 
&  Ohio  Railroad  could  live  or  not? 

Mr.  WiLLARD.  I  can  not  say,  because  our  business  is  not  running  in 
its  ordinary  commercial  channels  and  I  do  not  know  how  much  busi- 
ness we  would  be  doing  if  unified  control  were  temporarily  done 
away  with  and  competition  in  service  were  restored.  It  may  be 
that  the  business  of  the  country  is  large  enough  to  hold  up  these  in- 
creased expenses.  I  can  not  tell,  and  the  Baltimore  &  Ohio  figures  as; 
it  is  now  being  operated  are  not  dependable  for  an  answer  to  a 
question  of  that  kind.  If  we  were  operating  the  railroad  ourselves 
and  were  in  touch  with  the  expenses,  then  I  could  tell. 

Senator  Kellogg.  There  being  no  congestion  and  no  war  necessity, 
if  the  Director  General,  instead  of  keeping  up  his  central,  Washing- 
ton, operating  organization,  would  turn  back  to  the  officers  of  each 
company  the  control  of  each  railroad,  maintaining  all  the  power  he 
now  has  of  direction,  then  the  railroads  could  develop  their  business, 
find  out  exactly  where  they  stood,  and  we  would  know  better  how  to 
legislate,  would  we  not?  *- 

Mr.  WiLLARD.  So  it  seems  to  me.  "^ '' 

Senator  Kellogg.  In  other  words,  continued  centralized  Govern- 
ment operation  does  not  develop  anything  as  to  the  needs  of  each 
railroad  or  as  to  individual  operation? 

Mr.  WiLLARD.  I  can  not  see  that  it  does. 

Senator  Kellogg.  And  the  longer  it  is  continued  the  less  informa- 
tion we  would  get. 

Mr.  WiLLARD.  The  less  I  get. 

Senator  Kellogg.  That  is  about  what  I  thought. 

Senator  U>;derwood.  Mr.  Willard,  if  I  may  go  back  to  yesterday's 
testimony,  I  asked  you  a  question  or  two  then  about  the  plan  sug- 
gested by  Mr.  Warfield,  in  reference  to  his  proposing  a  fixed  rate  of 
return  for  the  railroads,  say,  6  per  cent,  or  whatever  amount  may  be 
agreed  on,  and  distributing  a  portion;  that  is,  the  excess  earnings, 
for  certain  purposes.  I  understood  you  to  say  yesterday  that  you 
approved  of  that  plan? 

Mr.  WiLLARD.  As  a  general  principle ;  yes,  sir. 

Senator  Ukderwood.  Now,  I  wanted  to  ask  you,  did  your  reply  go 
so  far  as  to  include  the  views  of  your  associates  who  have  been  or- 
ganizecl  as  the  executives'  committee  or  was  that  answer  confined 
to  yourself? 
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Mr.  WiLLARD.  I  will  have  to  answer  that  this  way :  My  associates 
in  the  executives'  committee  did  recommend  that  Congress  should 
provide  a  definite  rule  for  rate  making.  They  did  not  define  the 
rule  which  they  thought  Congress  ought  to  provide.  This  matter  has 
been  discussed  among  railway  executives  a  good  bit.  I  do  not  know 
to  what  extent  railway  executives  as  a  whole  would  agree  with  the 
principles  underlying  the  Warfield  plan.  I  know  that  a  good  many 
of  them  agree  with  it,  and  I  am  justified  and  authorized  to  say  that 
Mr.  Cuyler  agrees  with  the  fundamental  principle  of  the  plan, 
but  I  could  not  speak  for  the  railway  executives  as  a  whole. 

Senator  Underwood.  There  was  another  proposition  advanced  in 
Mr.  Warfield's  plan  about  the  wage  matter,  in  which  he  suggested 
that  there  be  regional  boards  of  the  Interstate  Commerce  Commis- 
sion and  that  they  act  as  boards  of  conciliation  and  arbitration. 
Does  that  proposal  meet  with  your  approval  ? 

Mr.  WrLLARD.  No.  I  do  not  think  that  is  the  best  way  to  deal 
with  that.  I  think  the  manner  in  which  we  were  dealing  with  it 
before  Federal  control  came  along  is  better  than  the  plan  that  Mr. 
Warfield  suggests.  As  I  understand  his  plan  he  Avould  have  five 
or  six  different  regional  boards  dealing  in  the  first  instance  with 
labor.  I  think  our  experience  has  shown  that  these  larger  labor 
problems  can  be  better  dealt  with  in  a  small  number  of  committees, 
because  they  take  in  wide  territories  and  before  Federal  control 
there  w\as  a  rate-fixing  body  centered  in  Chicago,  and  one  for  the 
Southeast,  and  one  for  the  Northeast,  and  they  were  dealing  with 
these  questions.  I  think  some  modification  of  that  plan  would  be 
better  than  the  plan  suggested  by  Mr.  Warfield. 

Senator  Underwood.  Your  view  is  that  that  question  should  be 
handled  through  a  board  of  conciliation  and  arbitration  and  not  by 
the  Government? 

Mr.  WiLLARD.  I  think,  in  the  first  instance,  it  should  be  dealt  with, 
if  possible,  through  these  voluntary  associations  that  I  spoke  of, 
and  then  in  case  they  fail  to  agree  through  a  board  of  conciliation. 
This  is  my  thought  about  this  labor  (luestion;  it  is  so  lar^e  a  ques- 
tion, it  is  really  not  a  railroad  question  at  all.  The  public  in  the  end 
pays  the  bill. 

Senator  Underwood.  Yes. 

Mr.  WiLLARD.  And  it  should  be  handled  in  such  a  way  as  to  best 
meet  the  general  public  necessities.  It  is  a  big  public  question.  I 
have  not  undertaken  to  make  any  recommendation  from  the  railroads' 
standpoint,  but  certain  rather  notable  incidents  that  I  have  in  mind 
might  suggest  the  thought  that  the  Newlands  Act  did  not  in  all 
respects  meet  the  expectations  of  Congress  when  they  passed  that 
act.  It  has  seemed  to  fail  in  some  notable  instances,  and  I  have 
suggested  that  it  ought  to  bo  modified,  but  I  repeat  this  is  a  public 
question ;  it  is  not  necessarily  a  railroad  question,  and  it  is  not  neces- 
sarily related  to  railroad  legislation  at  this  time  as  I  see  it. 

Senator  Underwood.  It  seems  to  me  that  the  two  critical  proposi- 
tions in  the  railroad  question  are,  first,  that  the  railroads  of  the 
country  should  have  an  opportunity  to  earn  a  sufficient  budget  to 
operate  their  properties  and  take  care  of  their  legitimate  invest- 
ments because  they  can  not  run  without  that.  Second,  that  there 
should  be  some  fair  and  equitable  manner  of  finally  and  permanently 


EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS.      1251 

adjusting  the  wage  question.  Of  course  I  recognize  that  if  we  go  to 
Government  ownership,  then  the  whole  proposition  is  in  the  hands 
of  the  Government  to  be  adjusted,  and  it  can  be  adjusted  in  some 
way,  no  doubt;  but  if  we  continue  the  railroads  in  private  control, 
then  it  does  not  seem  to  me  that  an  organization  on  which  the  very 
business  and  financial  life  of  the  Nation  rests  should  be  left  hanging 
in  the  balance  and  open  to  arbitrament. 

The  primary  proposition  is  to  always  give  the  public  an  oppor- 
tunity to  transport  its  freight;  and,  on  the  other  hand,  I  think  it 
is  but  absolutely  just  and  right  that  for  these  vast  numbers  of  men 
who  are  employee!  on  the  railroads,  there  should  be  some  fair  means 
adopted  whereby  a  just  and  reasonable  wage  should  always  be  guar- 
anteed to  them, 

Xow,  what  I  want  to  find  out  is  how  far  your  views  go  on  that 
question  ? 

Mr.  WiLLARD.  They  do  not  go  much  beyond  what  I  stated  in  my 
written  statement  yesterday.  I  fail  to  see  that  there  is  any  particular 
difference  concerning  this  question  whether  Ave  have  Government 
ownership  or  private  ownership.  It  has  got  to  be  dealt  with,  and 
the  wages,  in  any  event,  must  be  taken  care  of  in  the  rate  which  the 
public  pays.  Xow,  manifestly  it  is  in  the  public  interest  that  the 
men  Avho  man  the  trains  and  engines  and  do  other  important  duties 
on  the  railroads  should  be  a  selected  and  a  skilled  class  of  men; 
and  they  must  be  paid  well  for  those  services;  and  when  they  are 
incapacitated,  by  accident  or  otherwise,  I  think  a  pension  or  annuity 
plan  should  be  worked  out  to  take  care  of  them.  I  think  that  is 
all  necessary  in  the  public  interest  and  should  be  paid  for  in  the 
rate.  I  think  most  of  these  difficulties  in  the  future  can  probably 
be  settled  through  voluntary  associations  and  will  never  reach  a  con- 
ciliation board,  which  is  already  established  but  which  fails  some- 
times to  function.  Undoubtedly  the  problems  of  the  future  are 
not  going  to  be  treated  just  the  same  as  they  have  been  in  the  past. 
We  are  more  apt  to  be  on  a  falling  market  of  prices  even  in  labor 
than  we  are  a  rising  market,  and  I  judge  that  the  difficulties  for 
some  time  concerning  wages,  and  so  forth,  may  pertain  more  to 
matters  of  adjustment  than  to  large  changes  in  the  schedule;  so 
that  perhaps  conciliation  provided  by  the  Newlands  Act,  modified 
in  some  ways  that  I  might  suggest,  would  serve  as  a  court  of  last 
resort;  but  below  that  let  the  voluntary  organizations  that  are  now 
at  work  take  care  of  it. 

Senator  Underwood.  Then  you  think  that  if  the  railroads  continue 
in  private  operation,  so  far  as  the  wage  question  is  concerned,  the 
arbitration  provided  under  the  present  law  would  probably  meet 
anything  in  the  near,  immediate  future  ? 

Mr.  WiLLARD.  I  think  that  law  should  be  amended,  because  that 
only  takes  in  four  or  five  branches  of  the  service;  and  then  I  think 
the  operation  of  that  law  should  be  extended  in  some  way,  as  I  sug- 
gested yesterday.  I  think  if,  first  of  all,  the  policy  is  recognized  that 
railway  men  shall  be  well  paid  and  shall  be  a  selected  class  of  men, 
and  the  public  takes  care  of  them  as  well  as  it  may  in  that  respect, 
then  it  is  only  fair  and  reasonable  that  we  should  recognize  that 
the  same  limitation  that  applies  to  capital  invested  in  a  public- 
service  enterprise  should,  in  some  degree,  be  applied  to  labor,  in 
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order  that,  so  far  as  possible,  there  may  be  no  stoppage  of  the  train 
service  in  case  of  controversy. 

Now,  I  do  not  go  to  the  extent  of  compulsory  arbitration,  but  to 
this  extent:  That  before  there  shall  be  a  stoppage  or  a  lockout  there 
shall  be  a  full  investigation  by  some  agency  to  be  created,  that  the 
results  of  that  investigation  shall  be  given  to  the  public,  and  then  for 
a  reasonable  period  thereafter  there  shall  be  no  strike  and  no  lockout 
until  the  public  can  have  a  chance  to  form  and  express  its  views; 
and  then,  if  the  differences  can  not  be  composed  and  the  men  decide 
that  they  will  strike,  I  would  leave  them  that  right.  I  do  not  see, 
at  the  moment,  how  we  can  take  from  them  the  right  to  strike ;  but  I 
think  it  should  be  limited  by  law  to  some  reasonable  extent,  in  order 
that  the  public  may  be  fully  advised  and  everything  possible  done  to 
prevent  interruption  of  the  service. 

The  Chairman.  Are  there  any  further  questions? 

(No  response.) 

The  Chairman.  Mr.  Willard,  the  committee  is  obliged  to  you. 

Senator  Pomerene.  I  assume  that  little  memorandum  containing 


in 


a  suggested  basis  for  combination  of  the  railroads  is  already 
Mr.  Willard.  Yes;  I  have  left  it  there.  Senator. 
(The  memorandum  above  referred  to  appears  in  full  below, 

follows:) 


as 


SUliGESTED     BASIS     OF     COMBINATION     OF     AilKKICAN     RAIIJIOADS,     SUBJECT     TO     THE 
APPROVAL    OF    THE   INTERSTATE    COMMERCE    COMMISSION. 


New  Eii,y:lnnd  territory : 

Boston  &  Maine. 

New  Haven. 
Trunk  line   territory : 

Pennsylvania. 

New   York   Central. 

Erie — Delaware  »5t  Hudson. 

Lehif,'h — Lackawanna — Nickel 
Plate. 

Baltimore  &  Ohio — Western  Mary- 
land. Philadelphia  &  Reading — 
Central  Railroad  of  New  Jersey. 
Southeastern  territory : 

Chesapeake    &    Ohio — Norfolk    & 
Western — Virginian. 

Seahoard  Air  Line. 

Atlantic  Coast  Line — Louisville  & 
Nashville. 


Southeastern  territory — Continued. 

Southern. 

Illinois  Central. 
Southwestern  territory : 

Southern   Pacific. 

Atchison. 

Gould   Lines. 

Rock  Island. 
Central    and    Northwestern    territory : 

Burlington. 

Chic.ipo  &  North  Western — Union 
Pacific. 

Chicago,  Milwaukee  &  St.  Paul 

Soo  Line. 

Great  Northern. 

Northern   Pacific. 


Senator  Underwood.  Mr.  Chairman,  I  do  not  know,  but  this  may  be 
the  last  meeting  of  the  committee,  or  to-morrow  may  be  the  last.  I 
promised  to  put  into  the  record  a  statement  from  a  gentleman  who 
wished  to  give  testimony  before  the  committee — Mr.  E.  D.  Kenna.  I 
would  like  to  ask  unanimous  consent  that  I  may  have  the  statement 
printed  in  the  record.    I  have  not  the  p\apers  with  me. 

Senator  Pomerene.  Let  me  also  suggest,  in  that  connection,  that 
some  days  ago,  I  think  perhaps  when  the  chairman  was  not  able  to  be 
here,  there  was  some  informal  talk  to  the  effect  that  iVfr.  Willard  and 
Mr.  Rea  and  Mr.  Elliott  would  be  here  to  testify,  and  I  made  the  sug- 
gestion, apparently  with  the  approval  of  others  of  the  committee,  that 
jf  they  were  not  able  to  testify,  the  papers  which  they  have  prepared 
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would  be  incorporated  in  the  record;  and  I  urn  now  infoiined  that  Mr. 
Elliott  and  Mr.  Rea  are  both  ill,  and  I  would  ask  that  their  papers  be 
incorporated  in  the  record  also. 

Mr.  Kellogg.  I  have  no  objection. 

The  Chairman.  Without  objection,  the  requests  of  Senator  Under- 
wood and  Senator  Pomerene  will  be  granted. 

(The  statement  prepared  by  Mr.  Howard  Elliott,  above  referred 
to  bv  Senator  Pomerene,  appears  in  full  below,  as  follows:) 

Stntcinent  prepared  hy  Honard  Elliott,  president  and  chairman  of  the  e.veeutive 
coDDiiittee  of  the  Northern  Faeifte  Raihrau  Co.;  chairman  committee  on  inter- 
corporate rctations  of  the  Neiv  York,  Neio  Haven  <C  Hartford  Railroad  Co.; 
memhcr  of  e.recutivc  committee  of  Chicago,  Burlington  &  Qniney  Railroad  Co., 
Colorado  <(•  t<onthern  Railway  Co.,  New  York,  Ontario  d-  Western  Railway 
Co.,  and  Rutland  Railroad  Co. 

My  experience  of  nearly  39  years,  23  on  the  Chicago,  Burlington  &  Qiiincy, 
and  in  touch  with  the  development  of  the  country  and  railroad  practice  in  the 
Middle  West;  11  years  on  the  Northern  Pacific,  during  which  there  was  great 
growth  in  the  Northwest  and  its  railroads;  and  5  years  with  the  Now  Haven, 
in  the  complicated  and  intricate  New  England  transportation  system,  has  led 
me  to  believe : 

First.  Government  ownership,  management,  and  operation  of  the  American 
railroads  is  not  for  the  best  interest  of  tlie  Nation. 

Second.  Private  ownership,  with  wise,  energetic,  and  honest  management 
and  operation  iinder  suitable,  thorough,  and  protective  regulation,  will  i)roduce 
the  best  results  for  the  country. 

Third.  Regulation  should  be  so  arranged  and  directed  as  to  preserve  and 
encourage  the  initiative  of  the  American  citizen,  to  be  prompt  and  responsive 
to  changing  conditions ;  but.  at  the  same  time,  provide  checks  to  prevent  any 
unfair  and  dishonest  practices  by  owners  and  managers,  and  also  to  prevent 
repressive,  unreasonable,  and  conflicting  action  by  regulatory  bodies. 

THOSE  VITALLY   INTERESTED. 

In  considering  this  whole  subject  I  have  endeavored  to  do  so,  not  only  from 
the  point  of  view  of  one  who  has  spent  his  entire  business  life  with  I'ailroads, 
but  giving  due  weight  to  the  rights  of  the  2,000,000  or  more  employees,  the 
rights  of  the  traveling  and  shipping  public,  and  to  the  millions  (possibly, 
r)0.000,000  people)  who  are  interested,  either  directly  as  owners  of  railroad 
securities,  or  indirectly  as  holders  of  policies  in  insurance  companies  or  de- 
positors in  savings  banks,  both  of  which  institutions  hold  very  large  amounts 
of  railroad  securities. 

NEW   CONDITIONS  DEMAND  NEW  LAWS. 

The  interstate-commerce  law  was  passed  in  1887,  so  we  have  been  going 
along  under  that  plan  and  its  amendments  (tending  more  and  more  to  restrict 
the  carriers)  for  more  than  30  years,  or  nearly  a  generation.  Since  that  law 
was  passed  new  men  and  new  minds  have  come  into  the  business  world  and 
the  social  fabric  of  the  Nation.  Not  unnaturally,  after  30  years,  some  defects 
have  been  developed  in  a  plan  created  out  of  the  thought  and  opinion  of 
people  30  to  40  years  ago.  and  it  has  been  found  lacking  under  the  conditions 
of  to-day,  and  this  is  also  true  of  restrictive  and  conflicting  State  laws  and 
regulations. 

We  talk  about  solving  the  railroad  problem.  Probably  none  of  our  great  eco- 
nomic problems  can  be  actually  solved  permanently.  We  can.  and  always  will, 
improve  on  past  experiences  and  we  should  approach  this  matter  with  that 
idea  in  mind  and  not  with  the  idea  that  an  absolutely  perfect  plan  can  be  de- 
veloi>ed  and  put  into  effect.  Congress,  in  its  wisdom,  can  surely  take  the 
accumulated  information  and  the  best  thought  obtainable  on  this  important 
matter  and  produce  a  law  that  will  make  better  the  present  situation  and  pro- 
vide a  basis,  perhaps,  for  another  30  years  of  railroad  operation,  during  which 
period,  no  doubt,  new  men,  new  minds,  and  new  conditions  will  make  it  clear 
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that  some  other  arrangement  is  more  desirable  for  the  general  welfare  of  the 
Nation. 

While  the  problem  is  entirely  one  for  the  future,  it  is  well  to  consider  briefly 
some  of  the  past  history  of  the  American  railroads  and  the  system  of  regula- 
tion for  what  light  such  consideration  may  give. 

PRIVATE   OWNERSHIP   A    SUCCESS. 

Nearly  all  will  admit  that — 

(a)  The  American  railroad  system  has  been  created  almost  entirely  by  pri- 
vate enterprise  and  investment  subject  to  Governmental  regulation. 

(&)  The  railroads  have  furnished  the  people  of  the  United  States  transporta- 
tion at  the  lowest  rates,  paid  the  highest  wages  to  employees,  and  have  in- 
vested less  capital  for  the  service  rendered  than  is  the  case  in  any  other 
civilized  nation  in  the  world. 

(c)  In  creating  this  great  piece  of  industrial  machinery  under  new,  varying, 
and  oftentimes  very  difficult  conditions,  the  investors,  builders,  and  managers 
in  their  financial  and  managing  policy,  and  the  Government,  in  its  regulating 
policy,  have  naturally  made  some  mistakes.  There  have  been  a  few  examples 
of  unfortunate  and  unwise  policies  of  railroad  building  and  management  that 
have  aroused  popular  distrust.  There  has  been  competition  between  the  Na- 
lion,  the  States,  individuals  (both  in  and  out  of  legislative  halls),  and  execu- 
tive connuissions  representing  both  the  National  and  State  Governments  in 
suggestions  for  taxation,  regulation,  and  supervision.  This  competition  has 
resulted  in  action  being  taken  by  the  Nation  and  the  States  which  has  gradually 
weakened  the  capacity  of  the  railroads  to  live  and  exjtand  in  harmony  with 
tlie  growth  of  the  country. 

id)  The  system  of  private  ownership  and  Government  regulation,  however, 
was  successful  on  the  whole,  and  resulted  in  the  development  of  the  raiU'oads, 
and  the  country  to  a  marvelous  extent.  This  growth  and  development  was 
steady  and  continues  until  regulation  failed  to  respond  promptly  to  changed 
conditions,  the  more  expensive  and  luxurious  methods  of  the  people,  the  in- 
creased wages  needed  by  employees,  the  higlier  cost  of  everyl'.iing  necessary 
for  keeping  the  railroads  equal  to  their  task,  including  the  higher  i-ost  of  capital 
and  i-apidly  increasing  taxes. 

What  has  been  accomplished  under  private  ownership  and  opt'ration  in  the 
]>ast  is  good  evidence  of  what  can  be  accomplished  in  the  future  if  private 
energy  and  initiative  are  encouraged  and  repressive  and  conflicting  regulation 
removed. 

WAR    CONDITIONS. 

The  war  produced  conditions  which  showed  clearly  that  the  then  existing 
regulatory  system  was  not  adjusted  properly  for  that  emergency.  The  demands 
of  many  classes  of  employees  for  heavy  increases  in  pay  could  not  be  dealt  with 
successfully  by  the  owners  and  managers  of  the  railroads.  It  also  showed  that 
in  the  part  of  the  United  States  cast  of  Chicago  and  north  of  the  Ohio  River 
the  sudden  and  rapid  increases  in  the  volume  of  business  necessary  for  carry- 
ing on  the  war  was  greater  than  some  of  the  railroads  could  handle.  There 
was  little  or  no  trouble  confronting  the  railroads  in  handling  the  business  in 
other  parts  of  the  country. 

THE  RAILROADS   DID    NOT  BREAK   DOWN    ANY   MORE  THAN    STEEL,   COTTON,    SHIPS,    ETC. 

It  is.  however,  unjust  to  discredit  one  of  the  great  achievements  of  the  Ameri- 
can Nation  by  saying  that  the  wonderful  American  railroad  machine  "  broke 
down."  IMore  transportation  was  demanded  from  the  railroads  in  a  part  of 
the  country,  namely,  parts  of  New  England,  New  York,  New  Jersey.  Delaware, 
Pennsylvania,  Ohio,  l\Iaryland.  the  Virginias  and  in  a  few  other  places  than 
could  1)0  furnished  with  the  existing  plant  and  under  the  conditions  imposed 
by  the  war  and  existing  regulatory  laws  both  State  and  National.  This  was 
not  a  breakdown  of  the  American  railroad  system  any  more  than  the  inability 
of  the  steel  companies  to  furnish  all  the  steel  wanted,  the  cotton  mills  all  the 
cotton  wanted,  and  the  shipyards  all  the  ships  wantcxl  was  a  breakdown  of 
these  industries.  In  these  cases  immediate  steps  were  taken  to  increase  ca- 
pacity, some  of  which  steps  are  only  finished  now,  when  the  war  is  over.  Simi- 
lar steps  were  undertaken  to  the  extent  of  the  ability  of  the  railroads  to  pet 
money,  men,  and  material,  but  they,  too,  have  been  delayed  in  completing  their 
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work,  just  as  other  industries  have  been.  The  real  trouble  was  that  under  the 
reguhitory  system  not  enough  latitude  or  margin  was  given  to  the  railroad 
business  to  permit  it  to  keep  its  plant  ahead  of  the  demands  of  the  country. 
There  should  be  a  "  factor  of  safety  "  in  the  transportation  machine,  so  it  will 
at  all  times  be  '*  ready  to  serve  "  and  able  to  carry  the  "  peak  load."  The  sys- 
tem of  regulation  should  give  rates  and  encouragement  enough  to  owners  and 
managers  to  provide  this  as  a  national  insurance  policy. 

INTERESTS  OF  THE  NATION   PARAMOUNT. 

In  considering  this  question,  all  will  admit  that  the  interests  of  the  Nation 
are  paramount,  and  that  what  is  needed  is  a  national  transportation  system 
coordinated  as  to  rail,  water,  electric,  traction,  and  highway,  that  will  furnish 
the  country  with  adequate,  safe,  convenient,  and  comfortable  transportation  in 
keeping  with  improving  living  conditions  that  should  exist  in  a  country  with 
such  wonderful  resources  as  in  the  United  States.  In  doing  this  the  rights  of 
the  employees  should  be  safeguarded  as  well  as  the  rights  of  the  owners  who 
engaged  in  the  various  enterprises  under  existing  laws,  believing  they  were 
thoroughly  protected  as  to  their  investments  by  the  Constitution. 

ALL    HANDS    SHOULD   BE   RESPONSIVE. 

It  must  be  admitted  also  that  to  obtain  the  results  needed  for  the  protection 
and  development  of  the  Nation  it  will  be  necessary  to  change  and  modify  some 
practices  and  ideas  that  have  long  prevailed.  The  owners  should  assent  to  a 
very  large  measure  of  Federal  control,  but  they  should  also  have  Federal  pro- 
tection and  encouragement.  The  great  labor  organizations  should  assent  to 
some  orderly  way  of  settling  disagreements  over  wages  and  working  conditions, 
so  that  the  railroads  will  continue  to  serve  the  public  pending  the  adjustments 
of  disputes.  The  Government  in  its  regulating  practices  should  be  more  re- 
sponsive to  changing  conditions.  There  must  be  less  interference  by  States 
in  the  national  regulation  and  development  of  the  railroads,  and  there  must 
be  protection  as  well  as  regulation. 

PRESENT  GREAT  SYSTEMS  SHOULD  BE  PRESERVED. 

The  present  great  systems  of  railroads  have  been  built  up  in  the  last  40, 
50,  even  70  years,  and  they  have  developed  along  certain  lines  and  are  now 
a  part  of  the  industrial  and  financial  structure  of  the  Nation.  They  are  co- 
ordinated to  themselves,  to  the  communities  they  serve,  to  their  connections 
and  competitors  as  to  tracks,  terminals,  equipment,  and  other  physical  facili- 
ties, and  their  financial  structure  is  very  complicated ;  and  they  should  be 
allowed  to  preserve  their  identity  and  integrity  physically  and  financially. 

Small,  unsuccessful,  and  so-called  "  weak  lines "  that  are  dependent  upon 
their  connections  with  the  great  trunk  lines,  must  gradually  be  absorbed  and 
become  a  part  of  some  of  the  larger  systems,  just  as  has  been  done  in  the 
past. 

Kegulated  competition,  especially  as  to  service,  should  be  continued  between 
the  great  systems.  Without  reasonable  competition,  development,  and  the  intro- 
duction of  the  most  improved  and  advanced  methods  for  giving  service  to  the 
public  will  be  checked.  Without  attempting  to  say  at  this  time  how  many 
great  systems  will  serve  the  country  best,  a  few  examples  may  be  given. 

It  will  be  better  for  the  general  growth  of  the  territory  between  Chicago  and 
the  Atlantic  seaboard  if  the  New  York  Central  Is  maintained  in  its  entirety, 
the  Pennsylvania  system,  and  the  Baltimore  &  Ohio ;  in  the  West,  the  Burling- 
ton system,  the  Union  Pacific,  and  North  Western ;  in  the  northwest,  the 
Northern  Pacific  and  Great  Northern ;  in  the  South,  the  Southern  Railroad,  the 
Atlantic  Coast  Line,  etc. ;  in  the  southwest  and  Pacific  coast,  the  Santa  Fe  and 
Southern  Pacific,  and  other  examples  could  be  given.  The  continuation  of  these 
great  systems  will  develop  a  greater  spirit  of  efi'ort  on  the  part  of  officers  and 
employees  than  if  all  competition  were  eliminated,  and  this  spirit  means  much 
for  tlie  future  development  of  the  railroads  and  greater  satisfaction  to  the 
public. 

CREDIT   TO    BE   MAINTAINED. 

By  means  of  adequate  rates  that  will  reflect  promptly  changing  costs,  in- 
creasing wages  and  taxes,  and  higher  cost  of  new  capital,  the  credit  of  the 
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railroads  and  the  stability  of  their  securities  should  be  protected,  because  tliey 
form  so  large  a  part  of  the  assets  of  banks,  insurance  companies,  trust  funds, 
etc.,  and  because  so  many  people  are  interested  directly  in  insurance  policies 
and  deposits  in  savings  banks.  And  further,  because  more  capital  must  be  put 
constantly  into  the  business  and  it  should  be  made  attractive  to  the  investing 
public.  Very  large  sums  in  addition  to  any  obtained  from  earnings  and  income 
must  each  year  be  spent  for  additions  and  betterments,  new  lines,  equipment, 
improved  methods  and  appliances  (such  as  electricity,  steel  ears,  etc.)  if  the 
railroads  are  to  be  kept  adequate.  Capital  may  be  timid,  but  it  is  also  intelli- 
gent. If  it  is  once  seen  that  the  Government  is  going  to  sustain  ccmstantly  the 
railroads  in  the  legitimate  conduct  of  their  business,  instead  of  confining  itself 
so  largely  to  the  restraint  of  activities,  there  will  be  no  lack  of  adequate  capital, 
nor  will  the  railroads  themselves  fail  to  give  gootl  service  and  .lustify  the  capital 
in  its  investment. 

CONTINUOUS    SERVICE  REQUIRED. 

The  man  who  puts  a  dollar  of  his  savings  into  the  transportation  business 
does  so  knowing  that  his  dollar  is  subject  to  the  power  of  the  (Jovernment  to 
make  the  rules  and  regulations  governing  business.  The  man  who  decides  to 
earn  his  dollar  by  working  for  the  railroad  should  be  willing  to  submit  to  rea- 
sonable wages  and  regulations,  just  as  much  as  does  the  man  who  juits  in  his 
dollar  already  earned.  It  is  in  the  public  interest  to  have  the  dollar  invested 
regulated  by  the  (Jovernment,  and  it  is  equally  in  the  public  interest  that  the 
dollar  paid  for  service  and  the  conditions  of  service  should  be  regulated  rea.son- 
ably.  In  a  complex  civilization  like  ours  in  the  United  States,  and  with  great 
concentrated  populations  to  l^e  served  with  food,  fuel,  shelter,  light,  et<'..  there 
nuist  be  continuous  service  by  the  transportation  agencies,  just  as  much  as  a 
continuous  supply  of  water. 

REGULATION    FOR   AO.. 

To  bring  this  about  th(>ri'  must  be  some  method  devised  for  reasonable  PVd- 
eral  supervision  and  regulation  of  wages  and  working  conditions,  and  such 
regulation  should  eventually  receive  the  final  approval  from  the  same  power 
that  is  responsible  for  the  rates  of  fare  and  freight  charged  by  the  transi)orta- 
tion  agencies,  so  that  the  question  of  income  with  which  to  pay  will  be  con- 
sidered at  the  same  time  and  by  the  same  final  deciding  power  as  the  outgo  to 
be  paid.  Just  as  the  Government  should  have  the  power  to  prevent  wasteful 
use  of  the  dollar  invested,  upon  whieh  the  public  will  be  asked  to  pay  a  return 
through  rates,  so  should  th(>  Gov(>rnment  have  power  to  supervise  wages  and 
conditions  of  service,  which  ultimately  are  paid  for  by  the  public  through  those 
same  rates. 

FEDERAL  POWER  SUPREME  IN  OASES  Of  D0U15T. 

The  power  of  final  decision  as  to  rates  and  practices  must  rest  with  the 
Federal  Government,  and  when  it  is  to  the  interest  of  the  Nation  as  a  whole 
to  have  a  given  basis  of  rates  or  to  adopt  a  given  practice,  rules  and  regula- 
tions of  States,  counties,  and  numicipalities  must  give  way  and  nuist  be 
subordinate  to  Federal  power. 

RETAIN    ANY   BENEFITS   OF   DIRECTOR  GENERAL'S    MANAGEMENT. 

Any  benefits  resulting  from  the  management  of  the  Director  General  shouUl 
be  retained  where  it  is  reasonably  clear  that  such  benefits  are  of  a  permanent 
character  and  in  the  interest  of  the  public  in  peace  times. 

The  Director  Gen(>ral  names  17  reforms  that  he  thinks  should  be  continued, 
and  Mr.  Kruttschnitt  has  commented  on  them  in  detail.  Those  that  prove  of 
permanent  value  can  be  carried  out  successfully  under  private  operation  if  the 
platform  outlined  to  you  by  Mr.  Cuyler  and  Mr.  Thom  is  i>ut  into  effect. 

COMBINATIONS  UNDER  FEDERAL  AUTHORITY. 

Railroads  and  water  carriers  should  be  permitted  to  make  agreements  be- 
tween themselves  covering  such  i)ractices.  as  well  as  the  making  of  rates  and 
the  division  of  earnings,  all  for  the  puri)()se  of  saving  waste  and  giving  better 
service  to  the  public;  but  such  agreements  should  he  subject  to  close  inspec- 
tion, supervision,  and  approval  by  Federal  authorities. 
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DIFFICULTIES    OF    PRESENT    SITUATION. 

The  Director  General,  in  his  statement  and  testimony,  commented  on  some 
of  the  difliculties  being  encountered  in  keeping  up  the  organization  and  morale 
of  the  service,  and  intimated  that  unless  the  I'oads  could  be  kept  for  a  five- 
year  period  they  ought  to  be  turned  back  promptly  to  their  owners,  because  of 
the  dilHculty  of  handling  the  intricate  business  satisfactorily  under  pi-esent 
laws  and  conditions  for  a  shorter  period. 

I  can  well  understand  the  difliculties  confronting  the  Director  General  and  his 
administration,  in  view  of  the  centralization  of  detailed  management  and 
operation. 

There  is,  however,  a  method  of  helping  that  situation  that  can  be  utilized  very 
promptly.  If  all  the  information  accumulated  in  the  so-called  Newlands  inquiry 
and  that  to  be  obtained  from  the  Interstate  Commerce  Commission,  State  com- 
missions, railroads,  and  from  other  students  of  the  situation  is  utilized,  does 
anyone  believe  that  some  Qonclusion  can  not  be  reached  within  the  period  fixed 
by  the  present  law ;  that  is,  21  months  after  peace? 

If  the  desire  and  the  will  to  accomplish  this  result  is  in  existence,  it  can  be 
obtained,  and  it  should  be  obtained,  in  even  less  time  than  the  21  months'  period. 

LET    COMPANIES    HELP    THE   DIRECTOR    GENERAL. 

While  this  work  is  going  on  the  President  should  continue  the  central  organi- 
zation in  Washington  under  a  Director  General,  who  will  supervise  the  whole 
situation,  direct  policies,  and  make  those  adjustments  with  the  various  railroads 
that  will  be  required  after  governmental  control  ceases.  The  present  contracts 
between  the  Government  and  the  railroad  companies  should  continue  until  the 
new  protective  legislation  is  passed.  But  this  central  organization  sliould 
direct  the  operation  of  the  railroads  through  the  companies  themselves  rather 
than  through  a  system  of  regional  directors.  In  other  words,  say  to  the  boards 
of  directors  and  executive  officers  of  each  company  that  from  and  after  a  given 
date  they  are  to  take  charge  of  their  properties  and  manage,  maintain,  and 
operate  them  for  account  of  the  United  States  and  as  may  be  ordered  by  the 
President  through  the  central  organization  in  Washington.  At  once  there 
will  begin  to  be  a  better  feeling  among  officers  and  men  and  less  uncertainty 
about  the  future;  the  intricate  and  delicately  adjusted  organization  of  the 
great  systems  of  railroads  will  begin  to  function  better  and  work  more  smoothly 
and  effectively ;  there  will  be  less  lost  motion  and  crossing  of  wires  than  under 
the  very  highly  centralized  system  now  in  existence  with  regional  directors. 
This  will  be  carrying  out  the  theory  of  the  President  when  he  used  this  language 
in  his  address  to  Congress  on  January  4,  1918 : 

"  The  common  administration  will  be  carried  out  with  as  little  disturbance 
of  the  present  organization  and  personnel  of  the  railways  as  possible.  Nothing 
will  be  altered  or  disturbed  which  it  is  not  necessary  to  disturb.  We  are  serv- 
ing the  public  interest  and  safeguarding  the  public  safety,  but  we  ai-e  also 
regardful  of  the  interests  of  those  by  whom  these  great  properties  are  owned 
and  glad  to  avail  ourselves  of  the  experience  and  trained  ability  of  those  who 
have  been  managing  them." 

Most,  if  not  all,  railroad  managers  have  reached  the  conclusion  that  what  i» 
known  as  the  "  divisional  system  "  of  operation  is  better  than  the  "  depart- 
mental." In  other  words,  that  someone  must  be  in  the  driver's  seat  on  a  small 
enough  unit  of  property  to  control  the  ordinary  maintenance  and  operation,^  sub- 
ject to  a  central  directing  authority  as  to  general  methods,  standards  of  work, 
maintenance,  and  accounts. 

Where  the  departmental  system  has  been  tried  it  has  not  proved  effective,  be- 
cause of  conflict  of  authority  between  heads  of  different  departments  at  long  dis- 
tances from  a  central  directing  authority. 

In  making  this  suggestion  I,  of  course,  have  no  criticism  to  make  of  the 
Director  General,  or  of  the  staff  in  Washington,  or  of  the  various  regional  direc- 
tors and  their  assistants  (nearly  all  of  whom  I  know  personally),  and  they  are 
all  good  and  experienced  men,  loyal  to  the  country,  to  the  Director  General,  to 
the  railroads,  and  all  have  worked  unceasingly. 

PRESENT  METHODS   NOT  BEST  FOR  PEACE  TIMES. 

I  believe  the  plan  of  operation  adopted  for  the  war  period  had  advantages 
and  helped  to  produce  the  results  needed  during  that  critical  time,  but  the  present 
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methods,  in  my  judgment,  are  not  the  best  for  peace  times,  either  now  or  in  the 
future,  whatever  system  of  regulation  is  finally  adopted.  I  am,  perhaps,  freer 
to  make  this  suggestion  than  many  others,  because  any  change  does  not  affect  me 
personally,  for  the  reason  that  my  work  is  of  such  a  character  that  it  will  not 
be  affected  by  the  proposed  change,  dealing  as  it  does  with  the  corporate,  finan- 
cial, and  general  questions  of  policy,  organization,  finances,  and  management, 
and  not  with  the  detailed  operation  of  the  roads. 

THE  MEN   WANT  TO  DEAL  WITH  THEIK  OWN  OFFICEES. 

Questions  of  wages  and  working  conditions  affecting  individual  railroads  ought 
to  be  settled,  if  reasonably  possible,  by  the  officers  of  the  railroads  and  the  rep- 
resentatives of  the  employees  on  the  ground.  This  can  not  be  done  in  every 
case,  and  there  must  be  the  right  of  appeal  to  higher  officers  and  ultimately  to 
some  board  representing  all  interests.  Operating  officers  who  are  close  to  the 
situation  believe  that  the  men  are  more  and  more  anxious  to  get  back  to  the 
practice  of  dealing  with  their  own  officers  as  to  the  ordinary  questions  under 
dispute,  and  that  men  and  officers  both  want  to  get  close  to  one  another  in  han- 
dling these  questions  of  wages  and  working  conditions,  although  a  strong  gov- 
ernmental board  of  some  kind  is  necessary.  The  morale  of  the  service  will  im- 
prove as  the  percentage  of  cases  handled  on  the  home  road  increases  and  the 
number  of  instances  of  appeals  to  higher  authority  decreases.  The  circumlo- 
cutionary  methods  that  necessarily  follow  with  too  great  an  application  of  cen- 
tralized control  are  unsatisfactory  to  all  concerned. 

MORALE  CAN  BE  IMPROVED. 

I  believe  very  strongly  that  a  new  basis  of  regulation  can  be  worked  out  within 
the  21-month  period,  and  that  if  the  management  and  the  oijeration  of  the 
properties  are  returned  to  the  directors  of  each  company,  subject  to  the  orders 
of  the  Director  General,  there  will  be  an  improved  esprit  de  corps,  less  unrest, 
and  that  greater  efficiency  will  be  obtained ;  that  all  of  the  plans  about  unifica- 
tion, economy,  etc.,  that  the  central  administration  may  wish  to  carry  out  can 
be  made  effective  by  the  corporate  organizations  promptly.  Under  this  plan 
there  will  be  some  saving  in  money,  because  there  is  now  more  or  less  unavoid- 
able duplication  of  effort,  and  a  better  preparation  will  be  made  for  carrying 
on  future  constructive  work  under  whatever  plan  Congress  may  adopt. 

FEAR  OF  FlA'E-YEAR  PLAN. 

There  has  also  been  some  suggestion  by  the  Director  General  of  lack  of  coop- 
eration by  the  corporations,  and  that  this  is  one  of  the  dilficulties  in  the  situa- 
tion that'nvight  be  cured  under  a  five-year  extension  of  time.  On  the  contrary, 
I  believe  that, a  five-year  extension  would  make  the  companies  hold  back  because 
of  fear  that  the  properties  would  never  be  restored  to  the  owners.  There  may 
have  been  some  differences  of  opinion,  which  is  not  unnatural,  in  the  very  large 
and  complicated  problems  presented  to  the  Director  General  and  to  those  of  the 
corporation  charged  with  the  duty  of  protecting  the  property  rights  for  which 
they  are  responsible. 

In  his  proclamation  of  December  26,  1917,  the  President  said  : 

"  But  nothing  herein  contained,  express  or  implied,  or  hereafter  done  or  suf- 
fered hereunder,  shall  be  deemed  in  any  way  to  impair  the  rights  of  stockholders, 
bondholders,  creditors,  and  other  persons  having  interests  in  said  systems  of 
transportation,  or  in  the  profits  thereof,  to  receive  just  and  adequate  compensa- 
tion for  the  use  and  control  of  and  operation  of  their  property  hereby  assumed." 

And.  in  a  statement  by  the  President  at  the  sam^  time,  he  said  : 

"Investors  in  railway  securities  may  rest  assured  that  their  rights  and  inter- 
ests will  be  scrupulously  looked  after  by  the  Government  as  they  could  be  by 
the  directors  of  the  several  railway  systems." 

And  further  on  in  the  same  statement : 

"  *  *  *  And  I  am  entirely  confident  that  the  Congress  will  be  disposed 
in  this  case,  as  in  others,  to  see  that  justice  is  done  and  full  security  assured  to 
the  owners  and  creditors  of  the  great  systems  which  the  Government  must  now 
use  under  its  own  direction  or  else  suffer  serious  embarrassment." 

Tlie  oflicers  of  the  companies  are  justified  in  accejiting  these  statements,  and 
in  ju'esenting  to  the  Director  General  any  reasons  why  an  exjienditure  for  im- 
provements or  new  equiitment  may  be  unfair  to  the  owners  of  the  property, 
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such  action  should  not  be  considered  as  a  liostile  attitude  to  the  Director  Gen- 
eral and  his  organization,  but  simply  a  desire  to  obtain  the  very  best  results 
for  all. 

As  a  matter  of  fact,  outside  of  a  very  proper  desire  to  scrutinize  the  purchase 
of  equipment  at  the  very  high  war  prices,  I  think  there  has  been  very  little 
difference  of  opinion  between  the  corporate  officers  and  the  Federal  officers. 
I  know  that  in  my  own  experience,  having  to  deal  with  the  policy,  finances,  and 
budgets  of  the  New  Haven,  Northern  Pacific,  Burlington,  and  Colorado  & 
Southern  roads  and  their  various  subsidiaries,  those  companies  have  heartily 
entered  into  the  spirit  of  trying  to  lielp  the  Director  General,  the  regional 
directors,  and  the  Federal  managers  to  make  Federal  operation  a  success,  and 
have  practically  assented  to  every  suggestion  that  has  been  made  in  the  way 
of  additions  and  betterments,  except  that  in  a  few  cases  it  has  been  made  plain 
that  the  proposed  additions  of  cars  and  engines  were  not  necessary  for  carry- 
ing on  the  business  of  the  territory  served  by  the  respective  railroads.  In  one 
case,  after  presenting  the  facts  to  the  Director  General's  staff,  the  order  to 
buy  equipment  was  canceled,  because  they  found  that  the  reasons  given  by  the 
corporation  were  sound.  What  is  true  about  these  companies  is  substantially 
true  of  most  of  the  important  companies.  Railroad  officers,  whether  cor- 
porate or  Federal,  have  been  as  energetic  and  loyal  as  have  other  good  citizens. 

Some  objection  has  been  made  to  the  distribution  of  charges  for  betterments 
and  improvements,  and  in  some  cases  objections  have  been  made  to  the  work 
actually  undertaken,  but  these  have  been  small  in  number  and  amount. 

It  should  be  borne  in  mind  that  there  is  a  limited  amount  of  money  that  can 
be  obtained  from  the  Government  or  from  the  public  for  the  necessary  expan- 
sion of  facilities  and  the  purchase  of  equipment. 

It  would  seem  to  be  right  and  projter  to  those  representing  the  owner- 
ship of  the  property  to  point  out  to  the  Director  General  that  if  capital  is 
used  for  the  purchase  of  unnecessary  cars  and  engines,  that  reduces  the  ability 
of  the  corporations  to  make  other  improvements  that  may  be  found  more  desir- 
able, like  repair  shops,  in  order  to  serve  the  public  by  keeping  existing  cars  and 
engines  in  first-class  order,  and  large  terminal  and  track  improvements  that  in- 
crease the  ability  of  the  railroads  to  make  better  use  of  existing  cars  and 
engines.  In  fact,  the  Director  General  comments  on  this  in  his  general  state- 
ment. 

THE   FUTURE. 

In  a  growing  and  still  undeveloped  country  like  the  United  States,  and  with  a 
future  iiefore  it  more  wonderful  even  than  its  past,  any  system  of  internal 
transportation  should  provide  for — 

1.  Inducement  for  the  individual  citizen  to  engage  in  the  business  by  permit- 
ting reasonable  rewards  for  brains,  energy,  industry,  and  the  capital  employed, 
substantially  equal  to  the  same  kind  of  rewards  in  other  forms  of  human  effort. 

2.  Constant  developments  of  the  transportation  machine  so  as  to  keep  it  at  all 
times  ahead  of  the  needs  of  the  growing  country. 

3.  Adoption  of  improved  and  improving  methods  of  carrying  on  the  business 
so  as  to  obtain  the  maximum  of  efficiency  and  economy. 

4.  Reasonable  and  regulated  competition  and  cooperation  for  the  purpose  of 
producing  development  of  different  sections  of  the  country  and  improvement  in 
the  methods  employed  by  the  transportation  agencies  serving  the  country. 

5.  Continuity  of  service  so  that  the  transportation  machine  will  always  be  in 
a  position  to  serve  the  country  unless  prevented  by  act  of  God  or  by  war. 

6.  Regulation  by  the  United  States  through  suitable  Government  agencies, 
which  regulation  must  be  of  such  a  form  as — 

(a)  To  attract  capital  and  permit  a  steady  improvement  in  and  expansion  of 
the  facilities. 

(b)  Which  must  protect  the  interests  of  the  public  using  the  railroads  and 
promote  the  comfort,  convenience,  and  safety  of  that  public. 

(c)  Which  must  protect  the  officers  and  employees  who  maintain  and  operate 
the  road,  and  which  must  work  constantly  in  the  direction  of  improving  work- 
ing and  living  conditions;  and  which  must  provide  some  method  of  adjustment 
of  any  controversies  about  wages  and  working  conditions. 

(d)  And  which  also  must  protect  the  interests  of  those  who  have  invested 
money  in  the  securities  representing  the  railroads  and  who  are  also  directly 
interested  because  of  their  insurance  policies,  savings  bank  deposits,  etc. 

The  suggestions  outlined  to  you  by  Mr.  Cuyler  and  Mr.  Thom,  representing  the 
crystallized  opinion  of  the  principal  railroad  men  in  the  United  States  point  the 
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way  to  a  system  of  ownership  and  regulation  which  will,  in  my  judgment,  pro- 
duce the  results  desired  by  the  majority  of  the  people. 

Mr.  Kruttsehiiitt  has  pointed  out  how  much  was  accomplished  under  war  con- 
ditions during  1017  by  the  united  action  of  all  the  raih'oads,  hampered  as  they 
were  by  restrictive  laws. 

Much,  if  not  all,  that  can  be  accomplished  by  Government  ownership  and 
operation  can  be  obtained  under  the  plans  suggested  and  the  value  of  individual 
initiative  retained. 

It  is  very  gratifying  to  find  that  the  Interstate  Commerce  Commission,  out  of 
its  experience,  makes  many  suggestions  that  are  in  line  with  those  made  by 
the  railroad  executives. 

Whether  to  put  all  the  regulatory  power  in  the  hands  of  the  Interstate  Com- 
merce Commission,  or  to  relieve  the  pressure  on  that  body  somewhat  by  giving 
it  help  in  the  form  of  regional  commissions,  who  will  be  nearer  to  the  people 
and  to  the  State  commissions,  and  whether  to  recognize  the  great  importance  of 
the  transportation  business  by  having  a  Cabinet  officer  to  take  chai'ge  of  some 
of  the  executive  work  connected  with  regulation  and  to  watch  and  protect  the 
transportation  agencies  are,  of  course,  questions  of  individual  judgment. 

I  believe,  on  the  while,  better  results  for  the  Nation  will  be  secured  by  the 
plan  suggested  by  the  railroads. 

SECRETARY   OF  TRANSPORTATION. 

Washington  had  only  five  Cabinet  officers.  Since  then  the  growth  of  the 
country  has  required  the  addition  of  Secretaries  of  the  Navy,  of  the  Interior, 
of  Agriculture,  of  Commerce,  and  of  Labor. 

An  effective  transportation  machine  is  vital  to  the  interests  of  the  Nation  in 
war  and  peace;  its  importance  justifies  having  a  man  in  the  Cabinet  to  confer  on 
an  equality  with  otlier  Cabinet  officers  dealing  with  great  national  questions  and 
resources,  and  to  present  the  transportation  needs  of  the  Nation  directly  to  the 
President  and  his  advisers.  He  will  not  manage  and  operate  the  railroads  any 
more  than  the  Secretary  of  Agriculture  manages  and  operates  the  farms  of 
the  country.  He  will  not  exercise  the  vast  powers  conferred  upon  the  director 
general  as  a  war  measure,  and  he  will  not  have  (as  some  have  suggested) 
2,000,000  or  more  railroad  employees  reporting  to  him,  directly  or  indirectly. 
He  will  have  powers  of  supervision,  of  correction,  and.  what  is  equally  important, 
of  protection  to  the  largest  single  business  of  the  country  after  agriculture. 

With  his  aid,  that  of  the  interstate  and  regional  conunissions,  and  the  State 
commissions,  and  with  changes  in  laws  as  suggested.  I  believe  Government 
ownership  and  operation  can  be  avoided  and  that  the  railroads  will  enter 
another  period  of  stability,  and  that  they  will  be  able  to  serve  the  country 
wisely  and  well  and  give  to  their  owners  reasonable  rewards  for  their  invest- 
ments. 

The  Chairman.  Now,  Mr.  Marsh. 

Senator  Pomerene.  Mr.  Chairman,  I  have  a  meeting  of  the  For- 
eign Eolations  Committee  and  also  of  the  Banking  and  Currency 
Committee  this  morning,  and  I  am  sorry  that  I  shall  not  be  able  to 
remain  and  hear  Mr.  Marsh. 

Mr.  Bledsoe  (of  the  railway  executives'  committee).  Mr.  Chair- 
man, there  have  been  a  number  of  inquiries  here  as  to  the  compara- 
tive passenger  fares,  State  and  interstate,  over  the  country.  I  have 
had  compiled  an  abstract  showing  the  prevailing  State  and  inter- 
state passenger  fares  in  all  of  the  States,  as  of  December  31,  1917, 
indicating  Avhat  the  result  might  be  if  those  passenger  fares  were 
restored  as  they  were  as  of  that  date;  and,  in  connection  with  Mr. 
Willard's  statement,  I  would  like  to  file  that  tabulation,  and  let  it 
appear  at  the  end  of  his  statement.  It  will  give  some  information 
that  has  been  called  for  a  number  of  times  and  not  supplied. 

The  Chairman.  Without  objection  that  will  be  received. 

(The  following  statement  of  wholesale  prices  and  freight  rates 
prepared  by  Mr,  Daniel  Willard  was  referred  to  by  him  in  the 
course  of  his  testimony:) 
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STATEMENT  OF  MR.  BENJAMIN  C.  MARSH. 

Mr.  Chairman  and  gentlemen  of  the  committee,  my  full  name  is 
Benjamin  C.  Marsh,  and  I  am  appearing  here  on  behalf  of  the 
Farmers'  National  Committee  on  Transportation  and  the  Farmers' 
National  Council, 

If  I  may  explain  the  organization  of  this  committee  and  this  coun- 
cil very  briefly,  I  should  appreciate  it,  so  that  you  will  see  that  the 
plan  which  we  propose  and  the  position  we  take  is  not  one  that  is 
offhand.  During  the  last  week  of  November,  last  year,  representa- 
tives of  State  granges.  State  farmers'  unions,  the  American  Society 
of  Equity,  the  National  Non-Partisan  League,  the  Gleaners,  and 
minor  farm  organizations  met  here  in  Washington,  and  after  working 
for  several  days  drafted  a  tentative  program  of  economic  reconstruc- 
tion in  America. 

Then,  last  month,  we  had  a  conference  here  representing  these  or- 
ganizations, and  adopted  unanimously  a  progi\am  of  reconstruction 
in  which  the  following  plank  on  railroads  and  general  transporta- 
tion was  included : 

Within  21  months  following  the  close  of  the  war,  at  the  expiration  of  which 
the  railroads  would  otherwise  be  returned  to  their  present  owners,  the  Govern- 
ment should  acquire  and  operate  all  the  railroad  systems  of  the  country,  and 
within  the  same  period  acquire  and  operate  pipe  lines  and  express  companies, 
jtnd  the  Government  should  operate  all  inland  water  transportation  so  that  we 
m.iy  have  a  unified  system  of  transportation  of  passengers  and  freight  as  a 
Government  service.  This  service  should  be  rendered  at  cost,  wilh  the  single 
view  of  reducing  cost  of  transportation,  securing  fair  treatment  of  those  em- 
IJloyed,  and  facilitating  the  development  and  expansion  of  domestic  manufac- 
turing, and  ot  domestic  and  foreign  commerce.  In  making  payment  for  rail- 
rojuls  and  other  means  of  transportation,  the  guaranteed  payment  during  war 
time  .should  not  be  made  a  precedent,  and  the  people  should  pay  the  owners 
thereof  only  for  prud(>nt  investment. 

Now,  these  organizations  of  farmers,  on  behalf  of  which  I  am  ap- 
pearing, comprise  in  their  memberships  some  750,000  farmers,  and  a 
few  farmers'  wives,  as  in  the  grange  the  women  are  members  as  well 
as  the  men,  with  the  same  standing,  as  I  understand. 

It  is  significant  that  the  voters  of  the  country  demand  Government 
ownership  and  operation  of  the  railroads,  because  they  realize  that 
private  ownership  and  operation  of  railroads  has  been  uneconomic, 
has  been  the  most  potent  factor  in  corrupting  the  Government,  and 
that  the  record  of  railroad  operations  has  been  really  the  "  skeleton  in 
the  closet "  of  America. 

Now,  I  am  not  appearing  on  behalf  of  the  National  Grange,  as 
that  is  not  affiliated  as  a  national  body  with  this  Farmers'  National 
Council,  and  Dr.  T.  C.  Atkeson,  the  Washington  representative  of 
the  National  Grange,  which  has  now  about  1,000,000  members,  is  in 
the  room  and  will  speak,  as  I  do.  however,  in  favor  of  Senator  Cum- 
mins' bill  amending  section  14  so  as  to  continue  Government  control 
and  operation  of  the  railroads  for  a  period  of  21  months  after  the 
proclamation  by  the  President  of  the  exchange  of  ratifications  of 
the  treaty. 

We  want  to  present  to  you,  however,  our  arguments  and  reasons 
for  Government  ownership  and  operation  of  the  railroads;  and,  as 
the  first  essential  to  successful  ownership  and  operation  of  the  rail- 
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roads,  the  necessity  for  squeezing  out  somewhere  between  eight 
billion  and  nine  billion  dollars  of  "  water." 

We  want  to  say  that  we  entirely  agree  with  the  arguments  pre- 
sented by  the  four  railway  brotherhoods,  through  their  executives 
and  through  their  counsel,  Mr.  Glenn  E.  Plumb,  as  to  Government 
ownership  and  as  to  the  valuation  of  the  railroads;  but  we  regret 
that  we  can  not  agree  with  their  plan  of  operation.  I  will  take  that 
up  later,  if  I  may,  after  taking  up  the  other  two  points. 

The  National  Grange  in  1916  adopted  a  resolution,  which  I  will 
not  take  time  to  read  now,  but  I  will  just  give  a  summary  of  it, 
calling  for  legislation  which  would  make  the  original  cost  of  land 
owned  by  the  railroads,  and  not  the  present  selling  price  thereof, 
the  basis  of  capitalization  for  rate  making. 

The  Farmers'  National  Council  takes  the  same  position.  I  pre- 
sume ever}^  railroad  president  would  be  glad  to  have  Government 
ownership  and  operation  of  the  railroads  if  they  could  sell  out  at 
$25,000,000,000.  I  doubt  whether  any  one  of  them  would  be  able  to 
raise  any  objection  to  Government  ownership  and  operation  under 
those  circumstances.  And  we  want  to  make  it  clear  that  we  do  not 
approve  the  system  of  payment  to  the  owners  of  the  railroads  which 
has  been  adopted.  We  think  it  was  a  very  great  mistake,  realizing, 
however,  that  it  probably  was  necessary  to  get  the  railroads  to  sup- 
port the  war  quite  as  heartily,  that  they  should  be  paid  so  tremen- 
dously. 

I  was  astounded  to  hear  Mr.  Willard  refer  to  the  "  superficial 
bolstering  up  "  of  wheat  prices.  In  point  of  fact,  and  only  in  jus- 
tice, in  passing,  to  the  wheat  growers,  may  I  make  the  statement 
that  they  lost  several  hundred  million  dollars  after  the  fixing  of 
the  price  of  wheat,  and  may  I  quote,  as  to  railroad  stocks,  from  the 
monthly  market  letter  of  Goodbody  &  Co. — and  it  is  not  a  Populist 
document — it  is  printed  at  115  Broadway,  New  York — ^the  following: 

With  one  stroke  of  Mr.  McAdoo's  pen  railroad  secui'ities  will  be  taken  from 
the  insecure  and  put  into  the  secure  class.  The  good  railroad  bonds  and  stocks 
of  1915-1917  will  virtually  become  Government  bonds  while  the  Government 
is  in  control.  And  if,  21  months  after  the  war  has  ended,  the  railroads  should 
go  back  to  their  present  owners,  the  increased  rates  would  probably  be  ample 
to  protect  the  present  interest  and  dividend  rates.  For  it  is  highly  probable 
that  the  cost  of  operation  will  decline  sharply  when  peace  comes. 

In  general,  we  would  expect  dividend-paying  railroad  stoclvS  that  are  selling 
on  a  basis  to  yield  7*  to  10  per  cent  to  advance  until  they  yield  from  6^  to  7i 
per  cent,  and  bonds  that  are  now  selling  to  yield  from  7  to  10  per  cent  to  ad- 
vance until  they  yield  from  6  to  7  per  cent.  Some  of  these  stocks  ai'e  Baltimore 
&  Ohio,  Southern  Railroad  preferred,  Union  Pacific,  Northern  Pacific,  Great 
Northern  preferred,  Kansas  City  Southern  preferred,  Atlantic  Coast  Line,  and 
the  Chicago,  Rock  Island  &  Pacific  preferred  stocks.  All  of  these  yield  more 
than  7i  per  cent  at  their  present  prices. 

Senator  Kellogg.  If  that  is  true,  why  have  the  very  best  railroad 
bonds  in  the  country,  like  the  Northern  Pacific  first  bonds,  and  bonds 
of  that  character,  that  are  comparatively  small  with  reference  to  the 
acknowledged  value  of  the  property,  gone  down  from  par  before  the 
war  to  about  80  or  82  now  ? 

Mr.  Maksh.  Senator  Kellogg,  you  compliment  me;  but  for  infor- 
mation on  the  manipulations  of  Wall  Street,  you  will  have  to  apply 
to  Wail  Street  and  not  to  the  representatives  of  the  farmers.  I  can 
not  explain  that. 
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Senator  Kellogg.  But  those  bonds  are  held  all  over  the  country  as 
investments,  by  savings  banks  and  everywhere.  They  are  not  owned 
in  Wall  Street,  and  you  will  rarely  see  them  quoted  in  sales  in  large 
amounts.    They  are  sold  in  very  small  amounts. 

Mr.  Marsh.  Granted. 

Senator  Kellogg.  Then,  why  have  they  gone  down? 

Mr.  Marsh.  I  do  not  know ;  but  I  do  know  this :  That  it  is  not  the 
owners  of  the  small  amounts  that  determine  what  stocks  and  bonds 
are  said  to  be  worth ;  it  is  somebody  higher  up.  But  I  am  glad  that 
you  have  raised  that  point,  because  I  want  to  say  that  gambling  in 
railroad  stocks  is  one  of  the  greatest  evils  from  which  this  country 
has  ever  suffered.  This  war  has  been  won  on  the  other  side,  and  now 
we  have  got  to  win  it  on  this  side.  As  soon  as  we  have  Government 
ownership  and  operation  of  railroads,  after  unfair  capitalization  is 
eliminated — and  I  will  later  refer  to  our  plan  to  meet  this  situation — 
we  will  remove  all  possibility  of  siich  manipulation.  At  least,  we 
hope  to  under  the  plan  which  I  want  to  outline  later.  But  I  can  not 
answer  your  question.  I  wish  I  could.  If  I  could,  I  could  probably 
make  several  hundred  thousand  dollars  a  year. 

Now,  this  is  the  position  of  the  farmers:  We  agree  with  what  Prof. 
Eichard  T.  Ely  stated,  Avhen  he  put  the  situation  very  succinctly, 
some  35  years  ago: 

The  railroads  must  become  still  more  completely  our  masters  or  they  must  be 
reduced  to  complete  subjection  to  us  as  tbeir  masters;  there  is  no  middle 
ground.    We  are  dealing  with  the  problem  of  economic  liberty. 

Now,  I  was  surprised,  after  the  statement  which  Conmiissioner 
Clark  made  here  as  to  the  attitude  of  the  Interstate  Commerce  Com- 
mission, to  note  his  opinion — because  I  remembered  reading  this  in 
the  report  of  the  Interstate  Commerce  Commission  for  1911,  where 
it  said : 

It  becomes  increasingly  evident  that  entire  freedom  from  discrimination  can 
be  secured  only  by  a  comi)lete  separation  of  the  business  of  transportation  from 
every  form  of  conmiercial  or  industrial  enterprise. 

And,  in  a  more  recent  decision,  the  Interstate  Commerce  Connnis- 
sion  says: 

The  evils  most  difficult  to  detect  and  prove  to-day  are  those  arising  out  of 
the  conmuinity  of  interest  of  certain  carriers  and  industrial  corporations.  The 
ownersliip  of  industrial  corporations  by  carriers,  and  of  carrier  corporations  by 
industrials  is  frequently  taken  advantage  of  to  defeat  that  equality  between 
shippers  whicli  the  act  contemplates. 

This  is  accomplished  by  unreasonable  division  of  joint  rates  forced  upon  the 
carriers  by  powerful  shippers  wlio  control  industrial  railroads.  Such  arrange- 
ments may  be  legal  in  form,  although  certainly  illegal  in  effect.  Another  form 
of  discrimination  is  found  in  the  loaning  of  property  by  carriers  to  sliippers  for 
a  nominal  consideration,  with  tlie  further  agreement  that  all  shipments  made 
by  the  lessees  sliall  be  routed  over  the  lines  of  the  lessor. 

Now,  those  findings  have  been  confirmed  day  after  day  in  the  hear- 
ings on  the  packing  plants — the  meat-pa(  king  industry — which  have 
been  going  on  here.  One  man  after  another,  representing  outside  in- 
terests, has  pointed  out  how  the  packers  have  made  some  arrange- 
ments with  the  railroads,  and  the  unfair  competition  which  has  re- 
sulted. I  read  a  bunc  h  of  letters  the  other  day  Avhich  have  not  gone 
into  the  record  yet — they  will  later — and  it  would  seem  to  me  as 
though  there  would  have  to  be  a  sort  of  general  jail  delivery  of  con- 
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scientious  objectors  and  poor  I.  W.  W.'s  in  order  that  3^011  might  put 
the  raih'oad  officials  in  them,  unless  the  statute  of  limitations  has 
expired;  but  as  Mr.  Francis  J.  Heney  said  in  the  hearing,  "We  are 
more  concerned  with  the  lawmakers  than  with  the  lawbreakers,"  and 
that  is  the  situation  with  which  we  are  dealing;  and  we  respectfully 
submit  that  the  farmers  have  got  to  be  freed  from  discrimination 
and  that  other  industries  must  similarly  be  freed  from  discrimina- 
tion ;  and  you  can  not  do  it  as  long  as  there  is  private  ownership  and 
private  operation  of  the  railroads. 

Now,  the  farmers  have  a  peculiar  interest  in  this — and,  again,  in 
order  to  make  it  clear,  I  want  to  say  that  I  am  not  attempting  to 
speak  for  all  the  organized  farmers  of  America.  I  am  not  entitled  to 
do  that ;  but  I  think  I  am  correct  in  saying  that  no  large  body  of  or- 
ganized farmers  is  on  record  as  opposed  to  Government  ownership. 
If  I  am  in  error  I  want  to  be  corrected. 

Some  of  them  favor  chiefly  regulation;  but  we  do  realize — and  I 
think  you  gentlemen  do — that  the  farmers  are  in  a  unique  situation. 
The  farmer  is  the  only  man  that  produces  something  and  then  has  to 
go  on  his  knees  and  say  to  the  consumer,  "  What  will  you  pay  me." 
As  a  result  of  that  the  farmer  has  to  take  the  railroad  rates  out  of 
the  price  of  his  goods;  whereas  the  manufacturer  is  in  an  entirely 
different  class.  The  manufacturer  says:  "Here  are  my  goods;  pay 
my  price,  or  go  without  them."  And,  as  a  result,  he  can  add  the 
freight  rate  to  the  price  of  his  product.  Now,  it  is  partly  on  that 
account,  but  I  think  really  more  basicly  because  of  ethical  ques- 
tions— not  merely  selfish  interest,  but  the  ethical  questions  in- 
volved— that  the  farmers,  I  believe,  the  majority  of  them,  favor  Gov- 
ernment ownership  and  operation  of  the  railroads,  after  a  fair 
valuation ;  and  they  have  adopted,  at  this  reconstruction  conference, 
a  resolution  opposing  the  return  of  the  railroads  to  the  present 
owners  within  the  period  of  21  months,  in  addition  to  this  plank 
which  I  have  read. 

I  shall  not,  however,  take  time  to  go  into  that.  They  ask  imme- 
diate action  by  Congress  to  eliminate  the  unfair  capitalization  and  to 
secure  Government  ownership,  and  to  make  possible  Government  op- 
eration of  the  railroads;  and  the}^  oppose  the  five-year  control  sug- 
gested by  Mr.  McAdoo.  and  indorsed  by  Mr.  Hines. 

The  question  has  come  up  here  as  to  what  the  President  would  do, 
and  whether  Congress  should  expres*^  itself  on  this  question  of  the 
railroads,  and  whether  or  not  it  would  be  appropriate  for  Congi-ess 
to  do  anything,  for  fear  they  might  seem  to  be  criticizing  the  Presi- 
dent. 

,As  we  read  and  construe  the  President's  address  to  Congress  on  the 
railroads,  shortly  before  he  went  to  Paris,  it  indicated  that  he  put 
this  problem  directly  up  to  Congress ;  and  the  farmers  of  the  country 
think  that  if  the  President  is  going  to  do  so  large  a  share  in  attend- 
ing to  the  things  over  there  in  Europe,  certainly  it  is  within  the  scope 
of  the  duties  and  the  proprieties  for  Congress  to  decide  this  railroad 
question ;  and  I  think  that  Dr.  Atkeson,  representing  the  farmers  of 
the  National  Grange,  would  go  with  the  representative  of  the  Farm- 
ers' National  Council  to  the  President  and  urge  that  the  railroads  be 
not  returned  in  21  months.    I  know  we  would  cooperate  on  that. 

Now,  as  to  valuation  of  the  railroads. 
117900— 19— VOL  1 80 
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Senator  Underwood.  As  I  understand  your  proposition,  the  21 
months  has  not  any  particular  charm  in  it.  You  do  not  want  the 
railroads  returned  until  Congress  has  passed  some  legislation  read- 
justing the  status  of  the  railroads? 

Mr.  Marsh.  We  do  not  want  the  railroads  ever  returned  to  private 
ownership  and  operation.  We  are  very  confident  that  if  this  can  be 
prevented  until  21  months  have  elapsed  after  the  war,  that  the  de- 
mand for  Government  ownership  and  operation  will  be  not  con- 
cocted, but  organized  so  that  that  will  be  the  result. 

Senator  Underwood.  That  is  what  I  wanted  to  get  at.  There  is  no 
charm  in  the  21  months ;  but  you  think  if  Congress  continues  to  hold 
them  for  21  months  after  the  war  is  over,  then  there  will  be  sufficient 
sentiment  gathered  in  the  country  to  make  for  permanent  Govern- 
ment ownership.    That  is  really  what  you  want,  is  it  not? 

Mr.  Marsh.  I  would  not  use  the  word  "  gathered,"  because  I  think 
that  the  sentiment  already  exists,  and  it  would  simply  be  organized 
and  made  vocal.    That  is  our  opinion. 

The  railroads  have  been  the  recipients  of  the  most  extraordinarily 
large  bounty  on  the  part  of  the  Government.  I  would  like  to  have 
read  in  the  record  some  of  the  reports  in  the  western  brotherhoods* 
investigation  in  connection  with  their  application  for  an  increase  in 
wages.  Let  me,  however,  briefly  cover  the  situation,  so  that  it  may 
go  into  the  record  as  explaining  our  position. 

The  railroads  haA'e  received  gratuitously  or  at  nominal  cost  valu- 
able terminals  in  cities,  and  have  been  subsidized  to  the  extent  of 
nearly  three-quarters  of  a  billion  dollars  in  cash.  They  have  been 
given  by  the  State  and  Federal  (iovernmeiits  155.500.000  acres  of 
land — some  of  it  very  rich  land;  and  they  have  been  able  to  get 
through  land-lien  legislation  under  which  they  exchanged  some  land 
that  was  not  so  valuable  for  valuable  forest  lands.  AYe  make  this 
statement,  Avhich  we  think  is  entirely  confirmed  by  the  facts;  that 
the  major  portion  of  the  outstanding  stock  of  the  railroads  does  not 
represent  any  actual  prudent  investment. 

You  have  all  read  ISIr,  Plumb's  brief,  with  which  we  entirely  a^^ree 
as  to  the  legal  aspects;  and  it  is  a  happy  accident,  shall  I  say,  in  which 
the  ethics  and  the  legality  of  the  question  are  identical.  According  to 
Mr.  Plumb's  statement — and  he  gives  the  citations — the  constitutions 
of  nearly  every  State  which  has  gi-anted  a  charter  to  a  railroad  com- 
pany, or  the  charters  of  the  companies  themselves  specifically  state, 
that  the  railroads  shall  be  allowed  to  earn  only  on  the  actual  prudent 
investment,  or  words  to  that  effect.  I  think  the  constitution  of  Illi- 
nois was  one  of  the  first  to  do  that ;  and  I  regret  that  the  constitution 
of  New  York  State  does  not  make  such  provision. 

As  we  estimate^ — and  this,  gentlemen,  is  admittedly  most  conserva- 
tive— the  value  of  the  lands  now  owned  by  the  railroads  is  between 
$4,000,000,000  and  $5,000,000,000  greater  than  the  price  the  railroads 
paid  for  them,  including,  of  course,  these  land  grants. 

While  he  was  a  member  of  the  Interstate  Commerce  Commission, 
Hon.  Franklin  K.  Lane,  in  a  decision  connected  with  the  Chicago, 
Burlington  &  Quincy  Eailroad,  said  that  the  value  of  the  land  owned 
by  that  railroad  was  estimated  to  be  about  $150,000,000  greater  than 
the  price  it  paid  therefor. 
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Hon.  George  A.  Henshaw,  corporation  commissioner  of  Oklahoma, 
says: 

Practically  90  per  cent  of  the  railroads  of  the  rii'  I'n  States  were  originally 
financed  by" the  issuance  of  from  $20,000  to  .$25.00(.  in  l.onds.  and  $20,000  to 
$25,000  in  stock  per  mile  of  road.  These  bonds  were  sold  to  a  financial  institu- 
tion and  an  equal  amount  of  stock  given  with  the  sale  of  t  ach  bond.  The  stock 
represented  no  investment  whatever. 

Now,  under  the  most  conservative  figure  of  $20,000  of  fictitious 
stock  issued  for  90  per  cent  of  the  mileage  of  th,-  railroads,  there  is 
another  nice  item  of  about  $5,000,000,000.  Now,  if  we  add  tlie  in- 
crease in  the  value  of  land,  which  the  railroads  have  capitalized,  the 
subsidies,  and  the  stocks  issued  not  representing  any  actual  invest- 
ment, we  have  between  8  and  10  billion  dollars  of  capital  stock  of  the 
railways  outstanding  which  does  not  represent  actual  prudent  invest- 
ment by  the  railroads.  In  other  words,  it  is  "  watered  stock,"  and  the 
railroads  have  the  temerity  to  ask  champagne  prices  for  the  water  in 
their  stock,  and  the  farmers  and  the  workers  of  this  country  object 
to  that. 

Then,  in  addition  to  this  extraordinary  situation,  the  carriers  at- 
tempted, through  their  officials,  to  put  through  a  scheme  of  valua- 
tion before  the  Division  of  Valuation  of  the  Interstate  Commerce 
Commission,  which,  if  attempted  by  an  ordinary  citizen,  would  have 
looked  terribly  like  graft.  I  quote  from  The  Utilities  Magazine,  is- 
sue of  March,  1916: 

The  reproduction  theories  which  the  carriers  would  have  the  Interstate  Com- 
merce Commission  adopt  in  valuing  the  railroads  would  add  $334,700,000  to  the 
capitalization  of  the  Santa  Fe  Railroad  alone,  or  over  $8,600,000  000  to  the  ex- 
isting capitalization  of  all  the  railroads  of  the  country.  The  stupendous  pro- 
portions of  the  values  being  urged  liy  the  carriers  can  hardly  be  comprehended 
by  the  human  mind.  If  anything  like  these  claims  should  be  allowed  the  in- 
crease in  rates  necessarily  resulting  therefrom  would  paralyze  the  commercial 
interests  of  the  country.  Land  which  cost  $25  per  acre  or  $25  per  lot,  the  car- 
riers would  now  have  valued  at  $15,000  per  acre  and  $25,000  per  lot.  This  has 
actually  been  the  practice  in  Minnesota  and  Oklahoma. 

Now,  the  carriers  do  not  come  into  court  with  clean  hands  in  this 
proposition.  We  do  not  blame  the  Government  at  all  for  having 
paid  or  made  guarantees  to  the  railroads  which  would  yield  to  one 
company  a  dividend  of  647.22  per  cent  and  to  several  others  over  100 
per  cent. 

Senator  Kellogg.  What  company  was  that — the  647  per  cent  ? 

Mr.  Marsh.  The  Bessemer  &  Lake  Erie  Railroad  Co. 

Senator  Kellogg.  On  how  much  stock? 

Mr.  Marsh.  Capital  stock  actuallv  outstanding  is  put  down,  for 
the  three  years  ending  June  30,  1917!!  at  $500,000. 

Senator  Kellogg.  What  is  the  amount  of  the  property  ? 

Mr.  Marsh.  The  average  net  income — I  am  just  reading  these 
figures — well,  I  do  not  think  I  can  give  you  that. 

Senator  Kellogg.  It  appeared  in  the  record  of  the,  hearings  a  year 
ago  that  the  stock  of  that  company  was  nominal  and  did  not  repre- 
sent the  full  value  of  the  propertj^,  which  was  about  $40,000,000.  Do 
you  know  whether  that  is  so  or  not  ? 

Mr.  Marsh.  I  do  not,  but  the  figures  were  taken  from  the  Inter- 
state Commerce  Commission's  reports,  and  I  do  not  believe  they 
would  have  made  as  serious  a  mistake  as  that. 
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Senator  Kellogg.  Oh,  no;  but  the  Interstate  Commerce  Commis- 
sion reported  to  us  that  the  stock  was  merely  nominal,  and  that  the 
value  of  the  property  was — I  have  forgotten  the  amount,  but  a  good 
m.any  million  dollars. 

Mr.  Marsh.  That  w^as  an  exception,  and  if  I  am  incorrect  the 
record  will  show. 

Let  me  read  some  of  the  others :  Pennsylvania  Railroad,  8.93 ;  New 
York  Central,  12.96 ;  Duluth,  Messaba  &  Northern,  114.12. 

Senator  Kellogg.  The  Duluth,  Messaba  &  Northern  has  about 
$3,000,000  of  stock,  and  I  think  the  Interstate  Commerce  Commission 
valued  the  propert}^  at  something  like  $26,000,000. 

Mr.  Marsh.  The  figures  are  substantially  correct.  With  the  larger 
railroads  it  certainly  is  the  case  that  they  have  been  guaranteed  very 
substantial  amounts,  and  the  effect  of  that  guaranty  is  shown  in  the 
table  which  Commissioner  Woolley  submitted  about  the  way  the 
stocks  have  been  jumping,  and  Wall  Street  fully  gathered  the  sig- 
nificance of  it.  Of  course,  I  have  taken  the  figures  of  the  Interstate 
Commerce  Commission,  and  if  they  are  mistaken,  I  would  like  to 
have  them  corrected. 

Senator  Cummins.  Those  tables  are  all  in  the  record. 

Mr.  Marsh.  Yes. 

Senator  Kellogg.  The  Interstate  Commerce  Commission  explained 
last  year  in  a  letter  that  a  few  of  those  earnings  Avere  apparently  ab- 
normal because  the  stock  was  a  nominal  amount  and  the  value  of  the 
property  was  really  very  much  more.  However,  I  was  not  criticiz- 
ing your  statement. 

Mr.  Marsh.  I  have  a  few  hundred  dollars  saved  up  and  it  is  a 
nominal  amount.  There  are  a  lot  of  working  men  who  have  a  few 
hundred  dollars  saved  up,  and  we  would  certainly  like  to  receive 
647.22  per  cent  as  a  return  guaranteed  on  it  by  the  Government. 
The  point  is  that  the  Government  had  to  make  these  heavy  guaran- 
tees and  that  they  were  not  upon  actual  j^rudent  investments,  but 
upon  stock  of  which  Ave  estimate  two-thirds  was  fictitious  and 
upon  which  the  railroads  should  not  have  been  permitted  to  earn 
an5^thing,  and  you  know  the  fight  that  the  railroads  made  here  A^ear 
after  year  to  prevent  an}^  valuation  at  all  of  their  properties. 

Senator  Kellogg.  Do  you  approve  of  the  present  valuation  going 
on  now  by  the  Interstate  Commerce  Commission  ? 

Mr.  Marsh.  Do  you  mean  as  to  the  details  of  the  way  in  which  it 
is  being  done  or  the  principle? 

Senator  Kellogg.  The  principle — the  way  they  are  doing  it. 

Mr.  Marsh.  I  think  they  bring  out  some  very  valuable  facts.  For 
instance,  they  reported  on  the  Kansas  City  Southern  Railway  that 
the  capitalization  was  99  million  and  52  thousand,  while  the  cost 
of  reproduction,  less  depreciation,  including  the  value  of  the  land, 
was  only  twenty-five  and  one-quarter  million — about  one-quarter  of 
the  capitalization.  The  Atlanta,  Birmingham  &  Atlantic  Railroad 
Co. — I  use  round  figures — was  capitalized  at  $54,560,000,  and  the  cost 
of  reproduction,  less  depreciation,  including  the  value  of  the  land, 
was  21  million  700  thousand. 

Senator  Poindexter.  Let  me  ask  you,  further  pursuing  Senator 
Kellogg's  inquiry:  Of  course,  it  was  probably  knoAvn  before  they 
started  the  valuation  that  the  first  one  that  you  just  mentioned  was 
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overcapitalized.     You  say  the  capitalization  was  $100,000,000  and 
the  cost  of  reproduction  was  $25,000,000? 

Mr.  Marsh.  Less  depreciation. 

Senator  Poindexter.  Yes.  Do  you  know  whether  or  not  that 
$25,000,000  estimate  of  the  cost  of  reproduction  was  arrived  at  by 
methods  that  your  organization  approves  ? 

Mr.  Marsh.  Yes;  we  carefully  studied — you  mean  Avhether  the 
Farmers'  National  Council  has  approved  them  ? 

Senator  Poindexter.  Yes.  For  instance,  did  they  include  in  that 
cost  of  reproduction  the  lots  that  you  have  mentioned,  at  $20,000  a 
lot,  which  cost  $25  a  lot  or  whatever  it  might  have  been  ? 

Mr.  Marsh.  No.     That  is,  in  the  capitalization  or  in  the  valuation? 

Senator  Poindexter.  In  the  cost  of  reproduction. 

Mr.  Marsh.  No;  in  the  cost  of  reproduction,  as  I  understand  it, 
the  Division  of  Valuation  has  followed  the  instructions  of  the  valua- 
tion act,  under  which  they  take  the  original  cost  of  the  land  regard- 
less of  any  improvements  thereon.  That  is  one  of  the  items  which 
they  are  obliged  to  find.  I  think  I  am  correct  in  saying  that  they 
have  taken  that  figure. 

Senator  Cummins.  But  there  are  two  or  three  methods.  The 
law  required  the  Interstate  Commerce  Commission  to  find  the  origi- 
nal cost,  and  then  the  cost  of  reproduction  new,  and  then  the  cost  of 
reproduction  less  depreciation.  Those  are  the  standards  that  are 
given  to  the  commission  in  the  law. 

Mr.  Marsh.  But  the  railroads  have  urged  that  the  basis  to  be 
adopted  would  be  the  cost  of  reproduction  new ;  and  under  those  fig- 
ures they  have  worked  out  their  capitalization,  while,  as  I  miderstand 
it,  in  the  case  of  the  railroads  I  have  cited,  they  took  the  cost  of  re- 
production less  depreciation.  Now,  to  get  right  back  to  our  other 
point.  Senator  Poindexter — whether  this  is  as  low  valuation  as  we 
would  recommend,  it  probably  is  not,  because  it  included  the  cost  of 
reproduction  less  depreciation,  and  the  cost  of  assembling  the  prop- 
erty. Our  position  is,  unequivocally,  that  the  original  cost  only  and 
prudent  investment  are  the  items  on  Avhich  the  railroads  are  entitled 
to  earn  a  dividend  or  for  which  they  are  entitled  to  receive  payment. 

Senator  Kellogg.  Have  you  given  all  the  cases  where  the  Inter- 
state Commerce  Commission  has  completed  its  investigation  ? 

Mr.  Marsh.  No,  I  have  not.  Senator.  I  have  just  given  a  few  as 
typical.     I  could  give  some  more. 

Senator  Ivellogg.  Are  there  any  of  them  where  the  present  valua- 
tion exceeds  the  capitalization? 

Mr.  Marsh.  It  is  my  impression  there  was  one,  in  which  Hetty 
Green  was  interested. 

Senator  Kellogg.  What  was  that ;  do  you  know  ? 

Mr.  Marsh.  The  Texas  Midland  is  my  impression.  I  do  not  wish 
to  be  quoted  on  that,  because  that  is  only  from  recollection. 

Senator  Kellogg.  It  was  stated  here  last  year  that  the  Elgin, 
Joliet  &  Eastern,  I  think  it  was,  or  some  road  that  runs  near  Chicago, 
was  in  the  same  position.     Do  you  know  anything  about  that? 

Mr.  Marsh.  I  do  not.     I  could  look  it  up  and  ascertain. 

Senator  Kellogg.  No. 

Mr.  Marsh.  Of  course  there  may  be  a  few  cases  where  that  is  cor- 
rect.    When  Mr.  Willard  was  speaking  about  letting  a  few  of  these 


1270      EXTENSION   OF   GOVERNMENT   CONTROL   OF  RAILP.OADS. 

big' railroads  survive  it  seemed  to  me  a  little  bit  as  though  he  was 
advocating  the  survival  of  the  fattest  instead  of  the  fittest;  that  these 
railroads  which  have  been  very  strong  and  able  to  put  things  over 
should  be  allowed  to  continue  to  absorb  the  small  railroads. 

A  very  striking  thing  about  the  railroad-stock  situation — and  this 
is  only  a  partial  statement — is  that  the  reports  filed  with  the  Inter- 
state Commerce  Commission  show  that  in  1916  the  20  largest  stock- 
holders of  eight  of  the  leading  railroads — New  Haven  &  Hartford, 
Northern  Pacific,  New  York  Central,  Chicago  &  North  Western,  Chi- 
cago, Milwaukee  &  St.  Paul,  Erie,  Pennsylvania,  and  Burlington — 
that  the  20  largest  stockholders  in  those  8  companies  owned  nearly 
one-fifth,  18.6  per  cent,  of  the  total  value  of  the  stock  of  those  rail- 
roads—in round  figures  $377,000,000  out  of  a  total  of  1  billion  900 
million.  A  few  of  these  large  stockholders  were  a  holding  company, 
but  the  majority  of  them  were  individuals,  and  naturally  they  have 
been  gloriously  enriched  by  the  guaranties  which  the  Government  has 
made.  But,  if  I  remember  correctly,  in  the  legislation  empowering 
the  control  of  the  railroads  it  was  specifically  stated  that  the  rate  of 
compensation  should  not  be  a  precedent  for  any  subsequent  dealings 
with  the  railroads.  I  am  very  sure  that  was  interpolated  at  the 
request  of  those  who  were  looking  after  the  subject  in  order  that 
they  might  protect  the  public.  You  realize  that  this  suggested  repro- 
duction theory  for  the  valuation  of  the  corporations,  which  would 
add  about  $8,600,000,000  to  the  capitalization,  would  put  an  annual 
charge  of  5  per  cent,  or  approximately  $430,000,000  a  year,  over  and 
above  the  present  exorbitant  charges. 

Now,  the  farmers  frankly  take  the  position  that  it  is  time  for  the 
stockholders  of  the  railroads  to  be  weaned  from  the  public  crib. 
They  have  been  feeding  there  long  enough,  at  the  expense  of  the 
producers  and  consumers  of  this  country,  and  our  program  specifi- 
cally calls  for  that.  We  do  not  propose  to  despoil  any  widow  or 
orphan ;  we  do  not  propose  to  do  what  the  Rock  Island  Railroad  has 
done,  and  also  the  New  York,  New  Haven  &  Hartford.  You  will 
remember  that  Mr.  Clark  submitted  the  correspondence  with  Mr. 
Sisson,  in  which  he  pointed  out  that  $320,000,000  of  water  had  been 
injected  in  that  road.  But  Ave  propose  to  pa}'  every  stockholder  for 
the  actual  prudent  investment,  and  I  shall  point  out  in  two  or  three 
minutes  just  exactly  where  we  can  get  the  money  to  do  it. 

Now,  as  to  Government  operation  of  the  railroads,  I  want  again 
to  say  that  the  farmers  appreciate  very  much  the  careful  work  which 
the  railway  brotherhoods  have  done,  and  we  realize  that  we  have  ^ot 
to  have  this  valuation,  and  that  the  brotlierhoods  have  shown  sagacity 
in  getting  at  the  other  aspect  of  the  high  cost  of  living — and  that  is 
the  elimination  of  unearned  dividends.  In  this  connection  may  I 
call  attention  to  a  bill  which  yesterday  passed  the  House,  to  which 
the  Farmers'  National  Council  is  opposed,  and  which  is  tied  up 
with  this  situation?  We  want  to  reduce  the  cost  of  operating  the 
railroads.  The  so-called  coal  oil  and  i:)hosphate  leasing  bill  passed 
the  House  yesterday,  reported  by  the  conferees.  Now,  that  would 
give  away  billions  of  dollars,  practically  without  any  remuneration, 
in  coal  and  oil  lands  now  belonging  to  the  people,  to  private  in- 
terests. And  the  pending  waterpower  bill,  in  conference,  would  give 
^iway  millions  of   horsepower  of   water.     The   Farmers'   National 
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Council,  representing  some  three-quarters  of  a  million  farmers,  has 
a  consistent  program,  because  they  demand  Government  ownership 
and  development  of  these  natural  resources,  and  that  no  more  of 
them  be  alienated,  either  by  patent  or  by  lease. 

I  hope  the  Senate  will  defeat  this  pernicious  coal  and  oil  leasing 
bill,  which  passed  the  House  by  a  large  majority  yesterday,  unfor- 
tunately— about  60,  if  I  recall — because,  gentlemen,  under  Govern- 
ment ownership  and  operation  of  the  railraods  we  want  to  electrify 
the  systems  and  we  want  to  get  the  coal  reasonably  cheap,  and  we 
do  not  want  any  railroad  administrator  to  have  to  report  that  he 
has  to  pay  a  dollar  and  a  quarter  or  a  dollar  and  a  half  more  for 
coal  because  Congress  has  given  away  to  some  profiteer  patriot  our 
natural  resources  in  coal  or  water  or  oil. 

Now,  having  agreed  with  the  brotherhoods,  as  we  do,  in  regard  to 
the  valuation  question  and  on  Government  ownership,  we  are  very 
sorry  to  have  to  criticize  their  suggestion  as  to  operation ;  and  in  the 
suggestion  which  I  am  going  to  make  I  want  to  say  that  this  is  a 
tentative  proposal.  It  is  not  final.  We  simply  throw  it  out  for  your 
consideration.  It  is  a  modification  of  the  plan  of  operation  suggested 
by  the  brotherhoods.  It  frankly  has  not  been  discussed  fully  by  our 
committee  on  transportation.  We  did  not  go  fully  into  the  question 
of  operation,  but  we  believe  that  some  similar  system  may  be  evolved. 

Now,  the  brotherhoods  suggest  a  profit-sharing  plan.  We  do  not 
believe  that  is  feasible.  They  have  suggested,  for  instance,  to  quote 
Mr.  Plumb's  illustration,  that  if  the  railroads  earn  $500,000,000,  the 
railroad  employees  shall  get  one-half  of  that — $250,000,000 — I  say 
"  if  they  earn,"  I  mean  "  if  they  earn  net,"  of  course,  the  railroad 
employees  should  get  $250,000,000  as  a  bonus  and  the  Government 
should  get  the  other  $250,000,000. 

Now,  it  is  a  well  established  principle  that  you  can  not  accord  one 
kind  of  treatment  to  one  class  of  Government  emploj^ees  and  another 
kind  of  treatment  to  another  class.  The  farmers  thoroughly  believe 
that  railroad  operatives  should  be  well  paid.  In  our  plank  on  labor 
we  say : 

The  principle  must  be  fully  established  and  universally  recognized  that  labor 
is  the  first  fixed  charge  upon  all  industry,  taking  precedence  of  the  claims  of 
property  and  investment  in  business  and  commerce. 

Now,  a  lot  of  the  Government  departments — the  Interior  Depart- 
ment, the  Agricultural  Department,  the  War  and  Navy  Depart- 
ments, and  so  on  down  the  line — are  not  profit-making  departments, 
and  you  can  not  adopt  a  profit-making  scheme  or  incorporate  a  profit- 
sharing  proposal  with  them,  and  we  do  not  think  the  railroads  should 
be  treated  in  a  different  way  under  Government  operation  than  any 
■other  Government  department.  All  of  the  employees  are  entitled  to 
the  same  kind  of  treatment. 

Senator  Kellogg.  But  they  do  not  propose  Government  operation. 

Mr.  Marsh.  Under  Government  ownership,  I  should  have  said. 
I  thank  you  for  correcting  me.  Under  Government  ownership  and 
this  private  system  of  operation.  Of  course,  it  is  a  Government 
service  under  private  operation. 

Neither  do  we  agree  with  the  brotherhoods'  proposal  that  the  rail- 
roads should  be  operated  by  a  board  of  directors,  of  which  two- 
thirds  represent  the  railroads.    We  feel  that  that  savors  a  little  bit — 
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not  purposely,  of  course — of  class  legislation.    It  would  hardly  seem 
feasible  to  construct  a  State  within  a  State,  as  that  would  be  doing. 

Then  we  also  want  to  suggest,  tentatively,  as  a  substitute  for  the 
plan  of  operation  of  the  railroads  put  forward  by  the  railroad 
brotherhoods,  the  following: 

That  the  administration  of  the  railroads  should  be  in  the  hands  of 
a  board  of  at  least  25  directors,  of  whom  one-fifth  should  be  selected 
from  farmers'  organizations,  one-fifth  from  railroad  employees,  one- 
fifth  from  merchants'  and  manufacturers'  associations,  one-fifth  from 
noncommercial  municipal  associations,  and  one-fifth  should  be  ap- 
pointed directly  by  the  President,  by  and  with  the  advice  and  consent 
of  the  Senate. 

Now,  I  want  to  suggest  a  safeguard  there  for  this  proposal  for 
Government  operation.  You  gentlemen  of  the  committee  loiow  per- 
fectly well  that  the  railroad  people  have  tried  to  discredit  Govern- 
ment ownership  ever  since  we  have  had  Government  control.  The 
public  mind  has  been  sadly  confused  as  to  this  question.  They  have 
been  led  to  think  that  we  have  Government  ownership  and  operation 
of  the  railroads.  We  have  not.  We  have  had  nothing  of  the  sort. 
We  have  had  all  the  disadvantages  of  private  ownership,  guaranteed 
heavy  dividends  on  watered  stock,  and  we  have  had  all  the  disad- 
vantages of  Government  ownership.  There  has  been  a  combination 
of  disadvantages. 

Senator  McLean.  What  are  the  disadvantages  of  Government 
ownership  ? 

Mr.  Marsh.  That  we  have  now  ? 

Senator  McLean.  Yes. 

Mr.  Marsh.  The  guarantee ;  the  fact  that  the  Government  has  been 
responsible  for  the  guarantee  of  these  high  dividends  on  watered 
stock. 

Senator  McLean.  In  the  actual  physical  operation  of  the  roads, 
what  has  been  the  disadvantages  of  Government  ownership? 

Mr.  Marsh.  You  mean  as  worked  out? 

Senator  McLean.  Yes. 

Mr.  Marsh.  I  think  the  main  thing  has  been  the  fact  that  freight 
and  passenger  rates  have  been  increased  so  much,  which  has  seemed 
to  give  a  black  eye  to  the  theory  of  Government  ownei*ship. 

Senator  Kellogg.  Have  they  been  increased  any  more  tlian  the  ex- 
penses of  operation? 

Mr.  Marsh.  I  can  not  say  whether  they  have  been  increased  more 
than  the  expenses  of  operation  or  not.  The  latest  reports  I  have 
seen  in  the  press  of  the  Interstate  Commerce  Commission  seem  to 
indicate  that  there  has  been  a  deficit  of  $202,000,000.  if  I  recall.  I 
have  not  the  exact  figure,  but  that  is  my  recollection. 

Senator  Kellogg.  What  I  means  is,  assume  that  the  testimony  of 
the  director  general  shows  that  thev  have  been  increased,  we  will 
say,  $1,000,000,000.  Now,  liave  rates  been  increased  $1,000,000,000 
or  any  more  than  that? 

Mr.  Marsh.  I  doubt  whether  rates  have  been  increased  $1,000.- 
000,000.  If  there  is  a  deficit,  as  he  reports,  it  would  seem  that  they 
have  not  been. 

Senator  Kellogg.  There  is  no  dispute  that  the  operating  expenses 
have  been  increased  about  $1,000,000,000.  Now,  has  the  increase  in 
rates  been  more  than  that? 
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Mr.  Marsh.  I  think  not.  If  it  had  been,  it  would  seem  that  it 
would  have  covered  the  expenses  of  operating,  so  there  would  not  be 
a  deficit. 

We  are  trying  to  make  it  clear  that  one  big  reason  for  the  increase 
in  operating  expenses  is  the  heavy  guaranty  made  by  the  Govern- 
ment to  tlie  stockholders  of  the  railroads,  which  we  think  should  not 
have  been  done,  and  we  point  out  not  only,  under  a  fair  valuation, 
how  the  rate  of  dividends  would  be  reduced  but  also  the  basis  for 
paying  dividends. 

Now,  we  suggest  that  in  organizing  this  board  of  directors  there 
should  be  at  least  one  woman  from  each  of  the  five  groups  repre- 
sented upon  this  board  of  directors,  and  that  the  President  appoint 
all  of  these  directors  who  represent  special  classes  from  a  list  of  not 
less  than  15  to  be  submittecl  to  him  by  the  chief  organizations  nu- 
merically, of  each  interest  above  mentioned,  or  by  any  national 
body  thereof,  if  such  there  be.  It  may  seem  strange,  perhaps,  that 
we  suggest  that  women  be  on  this  board  of  directors,  but  it  is  some- 
what proportionate  to  the  number  of  women  voters  compared  to  the 
men;  and  certainly  they  could  not  make  a  worse  muddle  of  it  than 
we  have  under  private  operation. 

Senator  Kellogg.  Wliy  not  elect  the  directors  at  the  general  elec- 
tion? 

Mr.  Marsh.  At  the  general  election? 

Senator  Kellogg.  Yes;  and  then  everybody  would  have  a  voice 
in  their  selection. 

Mr.  Marsh.  We  reach  the  same  conclusion  in  this  way,  prac- 
tically. When  it  is  Government  owned  and  operated,  we  are  all 
stockholders,  and  we  will  all  of  us  watch  the  operation. 

Senator  Poindexter.  Do  you  thinly  you  would  get  any  dividends 
on  your  stock? 

Mr.  Marsh.  I  remember  that  the  Government  has  reduced  the  rate 
of  postage  from  25  cents  to  2  cents.  I  do  not  know  of  any  private 
corporation  that  has  exhibited  similar  efficiency.  Yes;  I  think  we 
would  get  dividends  in  the  way  of  lower  rates,  provided,  of  course,  we 
do  not  give  away  all  the  coal  and  oil  and  water  power,  and  then  have 
to  pay  unconscionable  prices  for  those  commodities  in  connection 
with  the  operation  of  the  railroads ;  and  provided,  of  course,  that  we 
do  not  run  the  railroads  in  order  to  make  revenue  for  the  Govern- 
ment. Our  proposal  is  that  the  railroads  shall  be  run  as  a  public 
service  and  not  to  make  a  profit  out  of  them,  because  that  would  mean 
simplification  of  the  tariff  rates,  etc. 

Senator  Poindexter.  Government  ownership  would  not  do  the 
farmers  or  the  employees — I  will  leave  out  the  employees — but  the 
public  generally,  any  good,  unless  they  got  better  service  and  lower 
rates,  or  at  least  one  or  the  other,  would  it? 

Mr.  Marsh.  I  think  there  would  be  this  additional  factor,  which  is 
equally  important.  Senator,  and  that  is  equality  of  treatment  to  all ; 
and  the  Interstate  Commerce  Commission,  in  practically  every  annual 
report,  admits  that  they  can  not  enforce  equality  of  treatment,  and  we 
feel  that  it  is  very  important  that  it  should  be  secured  and  that  you 
would  get  it  under  Government  ownership  and  operation. 

There  is  this  to  be  said :  There  are  a  lot  of  evils  in  private  owner- 
ship  and  operation — not  private  ownership   of  business — but  you 
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know,  Senator,  just  the  moment  that  the  railroads  are  Government 
•owned  and  operated,  the  minority  party  will  be  watching  the  admin- 
istration of  those  railroads  and  bringing  them  up  to  a  higher  degree 
of  efficiency  and  holding  them  to  extraordinarily  strict  accountability. 
There  are  cynics  who  say  that  the  chief  stock  in  trade  of  both  major 
parties  is  the  weakness  of  the  other  party.  That  is  not  true ;  but  this 
is  true,  that  both  parties  watch  the  evils  of  the  other  party.  There 
is  an  example  in  the  case  of  the  packing  plants,  which  are  now  being 
investigated,  and  many  of  their  evil  practices  are  just  now,  for  the 
first  time,  coming  to  light.  I  think  I  am  safe  in  asserting  that  if  the 
Government  had  been  owning  and  operating  the  packing  plants,  thai 
industry  would  have  been  cleaned  up  years  ago. 

Senator  McLean.  Why  should  not  the  Government  own  the  pack- 
ing plants,  and  then  we  would  get  beef  at  cost  ? 

Mr.  Marsh.  I  do  not  wish  to  get  into  a  discussion  of  the  functions 
of  government.  I  speak  as  representing  the  farmers,  and  we  have 
urged  Government  ownership  and  operation  of  those  things  which 
must  be  owned  and  operated  by  the  Government  in  order  to  be  effi- 
■ciently  conducted.  I  think  that  is  a  clear  dividing  line  between 
socialism — and  this  is  not  socialism — which  means  Government  own- 
ership and  operation  and  control  of  all  kinds  and  forms  of  business 
and  industry;  but  this  proposal  is  that  the  Government  should  own 
and  operate  the  natural  monopolies  for  public  service. 

Senator  Kei.logg.  What  do  you  include  among  the  things  the  Gov- 
ernment should  own? 

Mr.  Marsh.  The  merchant  marine. 

Senator  Kellogo.  And  the  raih-oads? 

Mr.  Marsh.  And  the  railroads,  the  pipe  lines 

Senator  Kellogg  (interposing).  The  telegraph  and  telephones? 

Mr.  Marsh.  Those  are  not  necessarily  so  monopolistic.  The  trunk 
lines,  yes.  The  Farmers'  Reconstruction  Conference  adopted  a  reso- 
lution that  the  telepliones  and  telegraph  should  not  be  returned  to 
their  private  owners  for  operation.  It  is  a  fair  question  whether 
rural  lines  can  not  be  better  operated  cooperatively.  That  is  not 
feasible  in  the  cities.  Have  the  toll  lines  owned  by  the  Government, 
but  local  telephone  lines  owned  by  a  cooperative  association. 

Senator  Kellogg.  What  about  the  telegraph  and  cable  lines? 

Mr.  Marsh.  They  are  necessary  monopolies,  in  spite  of  the  ad- 
vertisements of  the  telephone  company,  and  should  be  operated  pos- 
sibly in  connection  with  the  railroads.    Wireless  may  supersede  them. 

Senator  Kellogg.  You  include  all  other  monopolies? 

Mr.  Marsh.  All  natural  resources. 

Senator  Kellogg.  All  natural  resources? 

Mr.  Marsh.  Yes;  and  water  power,  of  course. 

Senator  Kellogg.  All  coal  mines? 

Mr.  Marsh.  All  coal  mines;  yes. 

Senator  Kellogg.  You  say  the  Government  should  acquire  the  coal 
mines  now  oAvned  privately? 

Mr.  Marsh.  Yes.  May  I  call  to  your  attention  that  the  Geological 
Survey  says  that  the  consumer  pays  for  coal  four  times  the  cost  of 
the  coal  at  the  mine?  I  respectfully  submit  nobody  can  beat  that 
for  inefficiency. 

Senator  Kelixjgg.  Minerals  of  all  kinds  the  Government  should 
acquire  and  operate? 
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Mr.  Marsh.  Yes.  Of  course,  this  is  very  similar  to  the  program 
of  the  British  Labor  Party. 

Senator  Kellogg.  What  about  lands  generally  ? 

Mr.  Marsh.  That  is  very  different.  Of  course,  we  are  not  suggest- 
ing any  abolition  of  private  property.  We  believe  that  the  land  values 
should  be  taxed  into  the  Public  Treasury ;  and  we  are  on  record  for 
that.  I  will  take  that  up,  as  the  next  point — the  methods  of  financ- 
ing Government  acquisitions — if  I  ma}-.  I  will  be  glad,  of  course,  to 
give  to  every  member  of  this  committee  a  copy  of  this  reconstruction 
platform  of  the  Farmers'  National  Council,  and  also  a  copy  of  the 
program  for  carrying  it  out.  We  are  organizing  a  nonpartisan  con- 
gressional committee  to  work  for  the  election  of  those  who  have 
worked  for  this  farmers'  program,  and  to  elect  more  farmers  to 
Congress. 

Senator  Kellogg.  Did  you  say  that  the  farmers'  program  is  the 
same  as  the  British  Labor  Party's  program  ? 

Mr.  Marsh.  I  did  not  say  identical.  I  think  it  is  similar  to  it. 
Of  course,  in  England,  they  have  not  any  agriculture  in  the  sense 
that  we  have  it  here ;  it  is  not  the  enormous  industry  that  it  is  here, 
employing  sixteen  or  eighteen  million  people. 

Senator  Poindexter.  Do  you  know  how  many  people  are  employed 
in  agriculture  in  Great  Britain  proper — in  Scotland,  England,  and 
Wales? 

Mr.  Marsh.  I  can  not  give  you  the  figures.  I  think  it  is  a  few 
hundred  thousand.  That  is,  including  the  "  country  gentleman,"  of 
course. 

We  believe  that  the  funds  for  the  purpose  of  financing  Govern- 
ment acquisition  of  the  railroads  should  be  raised  by  taxation  of 
inheritances,  of  land  values,  and  of  incomes.  The  inheritance  taxes 
should  be  paid  in  kind,  so  that  the  estate  of  the  holder  of  railroad 
stock  may  not  be  required  to  sell  that  stock  in  order  to  pay  the  inheri- 
tance tax,  but  may  transfer  to  the  Government  sufficient  shares  of 
stock  to  pay  the  inheritance  tax,  which  should  be  very  heavy.  Within 
5  to  10  years,  probably  within  a  shorter  period,  the  Government' 
could  own  the  railroads  free  from  any  obligation  except  the  bonds, 
and  these  could  gradually  be  retired. 

Now,  I  want  to  quote  an  article  from  Commerce  and  Finance, 
under  date  of  September  11,  1918,  which  is  a  magazine  published  at 
15  Wall  Street,  New  York  City.    The  article  is  by  Eichard  Spillane. 

In  no  period  of  the  world's  history  has  there  been  such  an  increase  in  the 
number  of  millionaires  or  such  expansion  of  the  national  wealth  as  in  the  last 
four  years  in  this  country.  Less  than  15  years  ago  the  estimate  of  the  number 
•of  millionaires  in  America  was  6,000.  Now  it  is  22,696  millionaires.  Accord- 
ing to  the  census  of  1910  the  wealth  of  the  Nation  was  $187,000,000,000.  Now 
it  is  $250,000,000,000. 

One  American  is  credited  with  possession  of  $1,000,000,000,  that  is  two-fifths 
■of  1  per  cent  of  all  the  wealth  of  the  Nation.  Ten  men  are  credited  with  be- 
ing the  possessors  of  wealth  aggregating  at  least  $2,500,000,000  or  1  per  cent 
of  all  the  wealth  in  the  United  States.  More  than  one-fourth  of  all  the  national 
wealth  is  believed  to  be  owned  by  the  22,696  millionaires. 

The  number  of  our  millionaires  appears  to  increase  much  faster  than  does 
the  national  wealth.    That  is  unhealthy. 

Great  wealth  gives  great  power,  and  entails  heavy  responsibilities.  One  of 
the  responsibilities  of  wealth  is  to  bear  its  full  share  of  taxation.  If  the 
statement  of  a  high  authority  is  correct  the  wealthy  do  not  measure  up  to  the 
taxation  test,  for  it  is  declared  that  in  this  country  less  than  1  per  cent  of  the 
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total  revenues  derived  from  taxing  individual  incomes  comes  from  the  million- 
aire class. 

In  various  instances  we  liave  illustrations  of  great  millionaires  establishing 
their  legal  residences  in  States  where  the  taxation  of  incomes  is  light,  while 
they  still  maintain  their  real  homes  and  conduct  their  businesses  where  they 
do  not  pay  this  tax.  We  have  otlier  illustrations  of  millionaires  paying  only 
such  personal  tax  as  they  consider  just,  and  of  the  authorities  compromising 
with  them  on  the  rich  men's  terms  rather  than  court  litigation  which,  through 
the  rich  men's  wealth,  might  be  dragged  out  for  5,  10,  15,  or  more  years. 

When  we  get  fair  capitalization  of  the  railroads,  we  believe  that 
they  can  be  acquired  for  $10,000,000,000  or  possibly  $12,000,000,000. 
with  absolute  justice  to  everjbody ;  because  if  any  dividends  are  paid 
on  watered  stock,  then  somebody  has  got  to  pa}'  those  dividends,  and 
we  believe  that  Congress  can,  by  devoting  itself,  as  it  doubtless  will, 
to  this  railroad  situation,  as  one  of  the  big  issues  confronting  us, 
evolve  a  plan  and  put  through  a  system  of  valuation — it  can  not  be 
completed,  it  would  be  a  matter  for  adjustment — so  that  we  can  get 
Government  ownership ;  and  we  will  want  to  considt  with  you  further 
on  the  plan  of  operation ;  but  put  it  into  effect  within  21  months.  I 
believe  Mr.  Willard  admitted  that  he  thought  that  was  feasible. 

May  I  ask  if  you  would  hear  Dr.  Atkeson,  representing  the 
National  Grange,  for  a  few  moments? 

Dr.  Atkeson.  Ten  minutes  will  do  for  me. 

Mr.  Marsh.  On  Senator  Cummins's  bill. 

Senator  Kellogg.  You  propose  to  raise  by  taxation  the  money  to 
pay  cash  for  whatever  value  the  Government  gives  to  the  railroads? 

Mr.  Marsh.  Yes. 

Senator  Kellogg.  How  long  a  time  do  you  propose  to  take  to  raise 
that  money? 

Mr.  Marsh.  I  do  not  know.  It  depends  on  how  soon  you  start  on 
it.  Mr.  Kitchin,  in  reportine:  the  revenue  bill,  vou  mav  remember, 
says  that  the  profiteers  wereleft  $12,000,000.000" 

Senator  Kellogg  (interposing).  That  does  not  answer  my  ques- 
tion. 

•  Mr.  Marsh.  Pardon  me.  I  am  leading  up  to  it.  If  the  next  Con- 
gress will  promptly  enact  legislation  to  cover  into  the  Public  Treas- 
ury even  a  moderate  proportion — let  us  sav  25  or  40  per  cent — of  that 
$12,000,000,000  of  excess  profits,  and  then  if  it  will  enact  promptly 
an  inheritance  tax  which  will  transfer  one-sixth  of  this  aggregation 
of  Avealth  which  is  now  in  a  few  hands  into  the  Treasury,  we  could 
finance  this  proposition  in  four  or  five  years  easily. 

Senator  Kellogg.  In  the  meantime,  how  is  the  Government  going 
to  pay  for  it?  If  we  provide  for  taking  the  property,  of  course  the 
Government  is  obligated  to  pay  for  it. 

Mr.  Marsh.  Absolutely. 

Senator  Kellogg.  In  other  words,  we  can  not  take  any  one's  prop- 
erty without  paying  for  it. 

Mr.  Marsh.  Without  due  process  of  law. 

Senator  Keixogg.  Well,  that  means  to  pay  for  it  ? 

Mr.  Marsh.  Yes;  but  it  does  not  say  Avhat  elements  of  value  you 
must  pay  for.  The  Government  can  issue  bonds  nt  a  low  rate  of  in- 
terest. 

Senator  Kellogg.  And  you  think  that  in  four  or  five  years,  by 
taxation,  the  Government  could  raise  the  necessarv  amount? 
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Mr.  Marsh.  Yes;  for  a  Liberty  loan  for  the  American  people  as 
well  as  for  winning  the  war.  I  believe  such  a  loan  would  be  sub- 
scribed two  or  three  times  over — a  Liberty  loan  for  the  acquisition 
of  the  railroads  by  the  Government — for  Government  ownership  and 
operation. 

Senator  Kellogg.  You  would  lay  this  income  tax  and  inheritance 
tax  so  that  within  four  or  five  years  you  could  pay  for  all  the  rail- 
roads ? 

Mr.  Marsh.  Of  course,  there  is  this  difficulty  about  an  inheritance 
tax,  that  you  can  not  tell  when  these  gentlemen  are  going  to  die.  It 
is  strange  how  some  of  the  richest  men  in  this  country  do  love  this 
terra  firma,  and  how  they  hang  on.  I  think  you  have  got  to  levy  a 
very  heavy  income  tax.  I  think  that  in  ten  years  the  needed  revenue 
can  be  secured — I  do  not  want  to  be  personal  and  to  mention  who  the 
richest  men  in  the  country  are — you  know  them  and  I  know  them, 
but  it  would  seem  invidious  if  I  read  their  names  into  the  record, 
would  it  not? 

Senator  Kellogg.  Oh,  I  do  not  know. 

Mr.  Marsh.  Possibly  $3,000,000,000  of  wealth  will  die  in  three  or 
four  years  in  this  country,  and  a  large  share  of  that  will  be  available ; 
and  in  the  next  ten  years  an  enormously  larger  proportion  than  that 
of  the  accumulated  concentrated  wealth  of  the  country  would  be 
available. 

Senator  Kellogg.  Why  not  take  it  by  taxation  before  they  die? 

Mr.  Marsh.  I  suggest  very  heavy  taxation. 

Senator  Kellogg.  Why  not  take  as  a  tax  in  kind  a  certain  propor- 
tion of  these  men's  estates  ? 

Mr.  Marsh.  You  can  not  go  too  far  along  that  line  for  me,  Sen- 
ator. 

Senator  Kellogg.  I  was  asking  your  opinion. 

Mr.  Marsh.  Well,  they  have  just  been  saved  from  having  the  Ger- 
mans come  over  here  and  take  all  of  their  property,  and  they  ought 
to  be  very  glad  now  to  contribute  10  or  even  50  per  cent  thereof. 

The  Chairman.  The  committee  will  now  adjourn.  To-morrow 
morning  will  probably  be  the  last  session  we  will  have,  at  which  time 
we  will  hear  Dr.  Atkeson,  Mr.  Cowan,  and  Mr.  Houck,  and  one  or 
two  others  that  we  have  on  the  list. 

We  will  adjourn  now  until  10  o'clock  to-morrow  morning. 

(Whereupon,  at  11.50  o'clock  a.  m.  the  committee  adjourned  until 
Thursday,  February  20,  1919,  at  10  o'clock  a.  m.) 


Memorandum    as    to   Legalities    Involved   in    Sundky    Proposed    Plans    for 
Return  and  Regulation  of  Railroads. 

[Presented  by  National  Association  of  Owners  of  Railroad  Securities.] 

This  memorandum  presents  in  outline  a  summary  of  tlie  more  complete 
analysis  in  course  of  preparation  relating  to  tlie  power  of  Congress  to  enact 
the  several  provisions  of  the  plan  presented  on  behalf  of  this  association  by  Mr. 
S.  Davies  Warfield,  as  well  as  an  analysis  of  the  legalities  involved  in  other 
propose.!  plans.    The  completed  memorandum  wiil  be  filed  with  the  committee. 

All  plans  submitted  to  the  committee  approve  tlie  hypothesis  elaborated  by 
Mr.  S.  Davies  Warfield  in  his  appearance  for  the  National  Association  of  Own- 
ers of  Railroad  Securities  to  the  effect  that  any  adequate  legislation  to  be 
enacted  must  recognize  the  fact  that  "  rates  upon  competitive  business  must  be 
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the  same  to  all  carriers,  and  that  It  is  impracticable  to  fix  rates  in  such  manner 
as  to  enable  each  company  to  earn  a  fixed  return  and  no  more"  (Victor  Mora- 
wetz,  "Solution  of  Railway  Problem,  2d  ed.,  p.  6),  and  that  this  necessarily 
results  in  inadequate  earnings  to  certain  railroads  and  excessive  returns  to 
others.  The  Warfield  plan  meets  that  condition  through  the  process  of  excess 
earnings  reduction  (section  17,  Senate  bill  5679,  65th  Cong..  3d  sess.). 

Mr.  A.  P.  Thom,  speaking  for  the  Association  of  Railway  Executives,  recog- 
nizes the  difficulty,  and  asserts  (Testimony,  part  3,  pp.  532  et  seq.)  that  the 
commission  should  be  required  to  fix  rates  adequate  to  sustain  the  average 
traffic  condition — "not  the  richest  nor  the  poorest,  but  the  average  condition" 
in  the  several  traffic  basins.  As  to  the  roads  which  would  not  earn  enough 
under  those  circumstances,  he  sees  no  alternative  but  to  subject  them  to  slow 
death  and  absorption,  "  subject  to  the  ordinary  laws  of  commercial  failure." 
As  to  the  roads  that  under  the  established  average  scale  of  rates  would  earn 
more  than  if  they  alone  were  to  be  considered,  Mr.  Thom  asserts  (p.  533)  : 
"That  raises  a  great  problem,  and  we  think  that  will  have  to  be  dealt  with  by 
some  means  of  having  governmental  supervision  over  what  we  term  the  excess 
earning  power  of  those  roads."  The  fundamental  importance  of  the  question 
and  the  necessity  for  solving  it  is  emphasized  by  the  following  colloquy : 

"  Senator  Cummins.  By  that  do  you  mean  that  the  excess  earning  power  of 
these  fortunate  roads  should  be  contributed  to  the  Treasury  or  paid  into  the 
Treasury — a  part  of  those  excess  earnings? 

"  Mr.  Thom.  We  have  deliberately  left  that  whole  subject  open  for  considera- 
tion. 

"  Senator  CujfMiNs.  That  seems  to  me  to  be  the 

"Mr.  Thom  (interposing).  We  have  deliberately  left  that  whole  subject  open 
to  consideration.  Some  people  have  suggested  that  the  remainder  of  those  earn- 
ings, over  and  above  a  proper  return  on  the  investment  and  proper  provision 
for  credit,  should  be 

"  Senator  Cummins  (interposing).  That  seems  to  me  to  be  the  very  crux  of 
the  whole  problem. 

"Mr.  Thom  (continuing).  Should  be  invested  in  property — in  greater  facil- 
ities— and  shoiUd  not  be  made  the  basis  of  increased  rates.  Otl)er  suggestions 
have  been  that  the  Government  might  participate  in  that,  and  I  suppose  to  the 
extent  the  Government  did  participate  in  it,  that  they  could  turn  that  over  to 
the  support  of  the  poorer  roads;  but  there  are  many  ways  of  dealing  with  it, 
and  what  I  want  to  emphasize  is  that  we  have  left  that  open,  and  we  are  en- 
tirely open  minded  as  to  a  method  of  dealing  with  that  problem.  We  under- 
stand that  there  will  be  a  method  devised,  and  we  are  open  minded  on  what  that 
method   shall   be." 

As  the  advocate  of  the  Warfield  plan  are  confident  that  its  provisions  sub- 
stantially avoid  thc^  slow  process  of  demoralized  and  disintegrating  public 
service  forecast  by  INIr.  Thom  which  must  take  place  before  the  final  orgasn>  of 
the  unprofitable  lines,  and  that  it  provides,  at  the  present  time,  the  indispensable 
method  for  recapturing  excess  earnings  which  Senator  Cummins  pronounced 
the  crux  of  the  whole  problem,  brief  reference  will  be  made  to  the  legal  prin- 
ciples which  are  involved  in  those  particular  features  of  the  AVarfield  plan. 
References  to  S.  5679  are  to  the  Senate  bill  bearing  that  number  introduced  by 
Senator  Undei-wood  on  March  4.  1919  (legislative  day  Mar.  1,  calendar  day 
Mar.  3,  1919),  which  embodies  a  tpntative  draft  of  the  Warfield  plan  (National 
Association  of  Owners  of  Railroad  Securities)  and  is  to  be  found  in  the  Con- 
gressional Record  of  March  4,  1919. 

CONSTITUTIONAL  EETUKN  ON  INVESTMENTS  AND  EXCESS  EARNINGS  REDUCTION. 

A  carrier  which  has  devoted  its  property  to  public  use  is  entitled  to  demand 
no  ri>turn  in  excess  of  a  fair  return  upon  the  reasonable  value  of  the  proj>erty 
at  the  time  it  is  being  used  for  the  public.  (Smith  r.  Ames.  169  U.  S.,  466; 
Covington,  etc..  Turnpike  v.  Sandford,  164  U.  S.,  578;  Willcox  v.  Consolidated 
Gas  Co.,  212  U.  g.,  19.) 

Rates  on  particular  commodities  must  not  be  confiscatory,  but  if  ])articular 
or  special  rates  yield  a  reasonable  conrjiensation.  adequate  total  return  is  all 
that  the  carrier  is  entitled  to  (No.  Pac.  r.  N.  Dakota.  236  U.  S..  595;  Willcox  v. 
Coni^olidated  Gas  Co.,  212  U.  S.,  19),  and  in  providing  for  a  constitulional  re- 
turn the  right  of  the  public  to  be  charged  only  what  is  reasonable  and  just  for 
the  service  is  a  primary  consideration.     (Covington,  etc.,  Co.  v.  Sandford,  supra.) 
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Congress,  having  full  power  to  regulate  interstate  commerce,  can  eitlier  fix 
different  levels  of  rates  that  will  produce  a  reasonable  retui*n  to  each  carrier ; 
or  if  it  is  certain  that  that  process  would  desti'oy  other  carriers  indispensable 
to  the  public  interest  which  could  not  survive  competition  with  the  level  of  rates 
producing  a  fair  return  and  only  a  fair  return  to  more  favorably  situated  car- 
riers. Congress,  having  authority  to  use  any  appropriate  means  to  conserve  the 
agencies  of  commerce,  can  declare  that  while  each  carrier  may  lawfully  receive 
and  retain  only  a  fair  return  upon  its  property  the  rate  level  will  be  adjusted  at 
a  level  to  produce  an  excess  for  the  stronger  with  the  purpose  of  sustaining  the 
weaker  agency,  accompanied  by  recapture  of  excess  earnings  from  the  carriers 
earning  such  excess. 

Having  no  constitutional  right  to  earn  more  than  a  reasonable  retiirn,  the 
carrier  can  not  complain  of  such  recapture,  and  receives  and  holds  it  condition- 
ally and  in  trust,  to  the  extent  that  it  reflects  the  excess  over  the  reasonable 
maximum  fixed  by  Congress,  subject  to  hearing. 

The  shipper  has  a  common-law  right  right  to  have  his  commodities  trans- 
ported at  a  reasonable  rate,  but  that  imposes  no  limitations  upon  any  process 
of  leveling  found  by  Congress  to  be  necessary  to  sustain  and  regulate  the  com- 
merce of  the  Nation.  If  the  shipper  pays  slightly  more  to  one  carrier  than  he 
would  if  the  rate  level  were  determined  according  to  that  carrier's  condition, 
tliat  consequence  is  necessary  in  the  regulation  of  commerce  and  he  pays 
slightly  less  to  the  weaker  railroad  than  the  rate  authorities  might  properly 
allow.  Again,  the  excess  paid  to  the  stronger  carrier  is  so  slight  as  to  each 
shipment  as  to  be  negligible  under  the  principle  of  de  minimis.  It  becomes 
appreciable  only  when  total  revenue  of  the  carrier  is  computed.  The  shipper's 
right  to  pay  each  carrier  only  what  is  the  minimum  reasonable  rate  for  each 
service  by  that  carrier  is  not  a  right  secured  by  the  Constitution  against 
modification.  It  is,  on  the  contrary,  a  common-law  right,  subject  to  any 
legislation  found  necessary  by  Congress  under  the  commerce  clause,  and  Con- 
gress can  change  the  common-law  relationship  between  shipper  and  carrier 
whenever  necessary  in  the  public  interest  in  the  regulation  of  commerce. 
Finally,  the  excess  earnings  to  be  received  by  sundry  carriers  are  recaptured 
and  expended  in  a  very  substantial  sense  in  the  interest  of  tlie  service  of  the 
shippers  who  have  produced  them. 

So  there  can  be  no  legal  basis  for  complaint  by  carrier  or  shipper  over  the 
process  of  excess  earnings  reduction  as  proposed  by  the  Warfield  plan  (S.  5679,. 
sec.  17,  p.  24). 

AMENDMENTS    TO    COMMERCE    ACT,    STATE    EATES,    COMBINATION,    JOINT    USE    OF 

FACILITIES,    ETC. 

The  other  features  of  rate  making  proposed  by  the  present  plan  present  no 
new  applications  of  established  powers.  Full  opportunity  is  afforded  for 
hearings.  The  power  of  Congress  to  supervise  and  regulate  the  relationship 
between  State  and  interstate  rate  fabrics  (S.  5679,  sec.  8)  ;  to  permit  consolida- 
tions and  joint  use  of  facilities  were  found  compatible  with  the  public  inter- 
est and  to  amend  the  Sherman  and  Clayton  Acts  accordingly  (S.  5679,  sec.  11)  ; 
to  authorize  the  commission  to  fix  minimum  rates  (sec.  12),  proportions  (sec. 
13)  ;  to  maintain  the  rates  in  effect  on  the  return  of  the  railroads  to  their 
owners  until  the  commission  shall  ascertain  that  the  restoration  of  normal 
processes  of  rate  making  are  compatible  with  the  public  interest  (sec.  14),  etc., 
fall  within  the  well-settled  jurisdiction  of  Congress. 

The  suggested  Federal  regulation  of  securities  and  new  construction  is  con- 
sidered clearly  within  the  power  of  Congress  when  found  necessary  "  to  pre- 
vent undue  burdens,  duplication,  or  wasteful  complication  from  being  imposed 
on  interstate  operations"   (sec.  19). 

Brief  reference  to  other  features  of  the  plan  will  be  referred  to  infra. 

The  regional  commissions,  coordinated  with  State  and  Interstate  Commerce- 
Commissions,  provided  for  by  sections  21-33,  and  the  National  Railways  Asso- 
ciation (sees.  34-50),  present  administrative  leatures  of  the  utmost  importance,, 
but  without  legal  difficulty. 

EXCLUSION   OF  EXISTING  CORPORATIONS   FROM   INTERSTATE   COMMERCE. 

The  proposals  of  the  Association  of  Railway  Executives,  of  Mr.  Walker  D. 
Hines,  director  general,  of  Mr.  Victor  Morawetz,  and  others  involve  the  ab- 
sorption by  new  Federal  corporations  of  the  existing  railroads  or  groups  of 
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railroads  or  the  compulsory  consolidation  of  the  present  corporations  under 
exclusive  Federal  charters. 

The  suggested  processes  for  working  out  this  result  are  (1)  voluntary  action 
of  the  railroads,  which  umy  be  ignored  as  presenting  no  self-operative  or  final 
plan  and  is  therefore  tentative  and  impracticable;  (2)  condemnation  by  the 
proposed  new  Federal  corporations;  and  (3)  direct  Federal  legislation  denying 
to  all  existing  railroads  the  right  to  continue  their  interstate  business,  thus 
forcing  transfer  of  their  properties  to  new  Federal  corporations. 

The  selective  regional  corporation  plan  is  fairly  stated  by  Mr.  Hines  as  being 
a  plan  which  "  consolidates  the  railroads  of  the  country  into  a  few  consolidated 
corporations,  with  a  capitalization  which  is  approved  by  the  public  and  with 
a  degree  of  public  control  in  the  board  of  directors  as  well  as  through  regulat- 
ing tribunals  *  *  *  -jj^g  solution  does  not  necessarily  call  for  a  regional 
monopoly.  *  *  *  The  country  could  be  so  divided  that  by  the  use  of  from 
8  to  10  corporations  practically  every  considerable  city  in  the  countrj'  could 
have  the  competition  of  two  or  more  independent  railroad  companies." 

The  other  plans  involving  the  transfer  of  railroad  properties  to  an  equal  or 
a  lesser  number  of  Federal  corporations  present  the  same  general  legal  diffi- 
culties. 

With  reference  to  this  solution,  INIr.  Hines  conceded  (address,  Feb.  13,  1919) 
that  "  it  is  perfectly  obvious  it  will  require  a  substantial  period  after  the  legis- 
lation to  put  the  solution  into  actual  practice,"  but  the  delays  and  the  physical 
and  financial  difficulties,  which  are  insuperable,  and  the  certain  disturbance 
which  would  be  incident  to  any  plan  requiring  organic  corporate  change  by 
consolidation,  absorption,  or  condemnation  will  not  be  analyzed.  This  memo- 
randum is  limited  to  the  fundamental  legalities  necessarily  involvetl. 

The  power  of  Congress  under  the  commerce  clause  over  persons  and  firms 
engaged  in  interstate  commerce  was  elaborately  considered  by  the  Senate  Com- 
mittee on  Interstate  Commerce  at  the  hearings  in  1912. 

At  this  hearing  Mr.  Victor  Morawetz  testified  that  in  his  opinion  a  merely 
permissive  national  incorporation  act  would  accomplish  nothing  and  that  a 
compulsory  act  prohibiting  State  corporations  from  engaging  in  interstate  com- 
merce would  be  unconstitutional  (Record,  p.  1335).  This  view  of  compulsory 
Federal  incorporation  was  entertained  by  Mr.  L.  C.  KrantliolT  (p.  1440),  who 
also  considered  that  a  compulsory  act  would  be  cumbersome  and  inexpetlient 
(pp.  1455,  1469)  ;  and  it  is  significant  that  afrer  consideration  of  the  formidable 
legal  difficulties  involved  and  after  consideration  of  the  radical  departure  from 
established  and  accepted  views  as  to  the  relation  of  the  States  to  the  National 
Government  Congress  repudiated  the  group  of  bills  proposing  compulsory  or 
voluntary  Federal  license  or  incorporation  as  a  method  for  regulating  com- 
merce between  the  States  and  contented  itself  with  direct  action  upon  thi* 
existing  agencies  of  commerce  through  the  Clayton  Act. 

The  same  objections  apply  to  compulsory  Federal  incorporation  or  consoli- 
dation of  railroads.  In  addition,  there  are  the  fundamental  and  financial 
objections  and  the  confusion  which  would  result  from  the  effort  to  adjust  and 
distribute  equities  between  nonconcurring  companies  or  their  security  holders 
or  States  or  subordinate  municipal  authorities  whose  sovereignty  as  grantor 
of  coi'porate  or  railroad  franchises  or  as  direct  owner  of  securities,  rights  of 
way,  or  entire  railroads  would  be  involved. 

CONDEMNATION. 

It  is  assumed  by  the  proponents  of  the  solution  through  compulsory  Federal 
incorporation  or  absorption  that  the  power  of  eminent  domain  would  be  ade- 
quate, waiving  the  certainty  of  delay  and  more  or  less  certain  financial  disaster. 
Mr.  Morawetz  states  the  case  for  condemnntion  thus: 

"9.  Under  the  power  of  eminent  domain  the  T'^inted  States  can  condemn 
those  railroads  which  serve  as  instruments  of  interstate  conunerce  and  as 
military  and  post  roads.  Upon  such  condemnation  the  United  States  would 
have  to  pay  just  compensation  to  the  owners  of  the  properties  condenmed 
and  this  just  compensation  would  have  to  be  paid  in  cash  unless  the  owners 
should  be  willing  to  accept  something  else  in  lieu  of  ca.sh. 

"  10.  The  Government,  through  a  condemnation  proceeding,  can  take  a  rail- 
way subject  to  its  existing  mortgages  and  indebtedness;  i.  e.,  it  can  condenui 
the  equity  of  the  stockholders.  But  even  if  the  Government  can  condenm  a 
railway  free  and  clear  of  existing  mortgages  and  indebtedness,  it  can  not 
impair  the  rights  of  mortgagees  and   creditors   to  he  paid   in  full  out  of  the 
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proceeds  of  property  before  anything  is  given  to  the  stockholders.  The  Gov- 
ernment can  not  condemn  the  bonds  of  a  railway  company  apart  from  the 
property  of  the  company,  and  when  the  property  of  a  company  is  condemned 
by  the  Government  it  can  not  prescribe  the  distribution  of  the  proceeds  among 
stockholders,  mortgagees,  and  creditors. 

"  11.  Simply  to  condemn  the  equity  of  the  stockholders  of  a  railway  com- 
pany, leaving  its  outstanding  bonds  and  other  indebtedness  undistui'bed,  would 
not  be  satisfactory  to  the  Government,  because  the  result  would  be  to  give  to 
the  holders  of  the  outstanding  bonds  and  other  indebtedness  gratuitously  ;i 
practical  guaranty  of  their  claims,  the  Government  failing  to  secure  the  benefit 
of  the  saving  of  interest  which  might  be  effected  through  the  use  of  its  high 
credit. 

"  To  condemn  the  property  of  a  company  free  and  clear  of  its  existing  mort- 
gages nnd  indebtedness,  leaving  the  distribution  of  the  compen-sation  for  the 
property  to  be  made  according  to  the  legal  rights  of  mortgagees,  creditors,  and 
stockholders  would  in  many  eases  result  in  great  in.iustice  to  .iunior  security 
liolders  and  stockholders."  (Victor  Morawetz,  Solution  of  the  Railwav  Prob- 
lem, 2d  ed.,  pp.  3-4.) 

The  suggestions  seem  to  involve  the  proposition  tliat  the  proposed  condemna- 
tion shall  be  in  a  proceeding  by  the  Ignited  States,  which  would,  indeed,  avoid 
formidable  doubts  of  the  power  of  the  Government  to  authorize  a  private  cor- 
poration to  condemn  the  property  of  another  private  corporation  for  the  same 
use  to  which  it  is  ah-eady  devoted  by  the  present  owner;  but  unfortunately  no 
adequate  procedure  is  suggested  for  the  divestiture  out  of  the  United  States  of 
the  property  tlius  condenmed.  On  the  contrary.  Mr.  IVIorawetz  expressl.v  aban- 
dons the  process  of  condemnation  and  presupposes  the  voluntary  transition  of 
the  existing  properties  to  the  new  regional  Federal  corporations : 

"  Moreover,  any  wholesale  condemnation  of  the  railways  and  payment  to  the 
owners  in  cash  would  upset  all  security  values  and  might  prodxxce  chaotic  finan- 
cial conditions.  As  it  would  become  necessary  to  issue  vast  amounts  of  Govern- 
ment bonds,  their  value  would  be  greatly  depressed  and  a  large  expansion  of 
bank  loans  would  be  unavoidable."     (lb.,  p.  7.) 

"  *  *  *  It  is  proposed  to  pay  for  the  railways  in  cash  or  its  equivalent. 
The  plan  is  to  vest  the  railways  in  new  corporations,  which  will  issue  their 
bonds  and  stock  in  exchange."     (P.  9.) 

«  *  *  *  rpjjp  distribution  among  the  stockholders  and  bondholders  of  each 
existing  railway  company  of  the  aggregate  amounts  of  debentures  and  stock  of 
the  Federal  coqioration  to  be  issued  in  exchange  for  the  company's  property 
would  have  to  be  adjusted  by  agreemnt  of  the  parties  as  in  ordinary  reorgani- 
zations."    (P.  1.) 

The  inedequacy  of  this  pocedure  is  practically  conceded  by  Mr.  Morawetz  in 
his  hesitant  conclusion  that— 

"  It  is  believed  that  the  great  bulk  of  the  stockholders  and  bondholders  of  the 
companies  would  soon  agree  to  any  fair  terms  offered  them.  ITnanimous  agree- 
ment of  the  bondholders  and  stockholders  would  not  be  necessary.  A  majority 
of  the  stockholders  of  some  of  the  companies  have  now  the  power  to  sell  the 
property  of  their  company  subject  to  its  indebtedness,  and  in  other  cases  legis- 
lation probabl.v  could  be  obtained  .giving  such  power  to  the  majority." 

And  the  slight  hope  held  out  by  this  suggestion  is,  unfortunately,  ill  founded. 

The  comnmn  law  as  now  in  force  in  most  of  the  States  forbids  the  sale  or 
transfer  by  a  connnon  carriei'  of  property  devoted  to  the  piiblic  use  without  the 
express  consent  of  the  State.  The  laws  of  a  number  of  States  require  the 
assent  of  heavv  maiorities  of  stockholders.  (Ignited  States  r.  V.  P.  R.  R.  Co., 
160  U.  S..  1.) 

And  the  consolidation  ]iroposed  would  in  many  instances  be  directly  violative 
of  the  monopoly  acts  of  the  States.  So  Mr.  Morawetz  is  forced  to  return  to  the 
process  of  condemnation,  with  the  disasti'ous  consequences  which  he  had  noted, 
for  he  concludes:  "  But  if  in  any  case  the  stockholders  are  iniwilling  to  agree  to 
reasonable  terms  their  equity  could  be  acquired  through  a  condemnation  pro- 
ceeding." 

As  most  of  the  Federal  corporation  p'ans  obviously  presuppose  direct  ab- 
sorption or  condemnation,  we  will  analyze  the  process  from  that  standpoint. 

If  the  Federal  corporation  proposes  to  condenm  the  stock  of  the  present  com- 
panies ui  the  hands  of  their  present  owners,  a  multiplicity  of  proceedings  at 
the  legal  domicile  of  the  owners  is  unavoidable. 

This  means  that  different  tribunals  would  reach  different  conclusions  as  to 
the  compensation  to  be  awarded. 

1 1 7900—1  f»— \or.  1 81 
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If  the  entire  railway  pi'operties  and  assets  of  the  existing  corporations  are  to 
be  condennied  by  the  Federal  corporation,  we  are  confronted  with  the  necessity 
for  proofs  of  value  manifestly  impracticable  in  the  matter  of  time,  procedure, 
and  a  .iust  result,  and  with  the  same  certainty  that  the  different  railroads 
would  be  unequally  compensated  for  their  properties. 

It  nuist  be  remembered  that  the  variations  by  the  commission  under  the  act 
of  March  1,  1913  (37  Stat.  L.,  701),  are  admissible  in  evidence  only  in  proceed- 
ings involving  rates  or  orders  of  the  commission  and  even  then  are  only  prima 
facie  coiTtct  and  can  not  dispense  with  the  necessity  for  trial  de  novo  in  any 
condemnation  proceeding  which  might  be  instituted.  Hence  interminable  delay 
and  diversity  of  resuH  will  be  unavoidable.  The  situation  with  the  I'ailroads 
pending  ultimate  decisions  in  the  matter,  unless  legislation  is  enacted  to  sus- 
tain the  existing  structure,  would  be  desperate.  It  is  the  sound  insistence  of  the 
proponents  of  the  Warfield  plan  that  the  general  line  of  action  proposed  by  the 
plan  will  preserve  the  railroad  systems  of  the  United  States  from  destruction, 
even  if  the  slow  processes  of  other  solutions  are  ultimately  to  be  put  in  motion. 
The  plan  proposed,  if  adopted,  would  not  prejudice  any  different  program  that 
might  be  determined  iipon  except  to  the  extent  that  it  might  demonstrate  that 
further  action  is  unnecessary  or  undesirable. 

The  fact  that  the  railroad  systems  of  the  Nation  would  be  supported  and 
sustained  by  action  of  Congress  and  by  its  mandates  to  the  commission  would 
not  increase  the  damages  and  compensation  which  might  be  required  under 
condemnation  in  the  fixture,  as  the  compensation  to  the  railroads  for  the  taking 
of  their  property  would  be  determined  by  value  and  not  according  to  the  action 
of  the  rate-making  authorities,  the  right  to  compensation  for  the  destruction  of 
franchises  and  the  right  to  take  tolls  being  estimated  on  such  tolls  as  are  rea- 
sonable or  such  as  under  ordinary  competitive  conditions  it  could  exact  and  re- 
tain.    (Monongahela  Nav.  Co.  v.  U.  S.,  148  U.  S.,  312.) 

Under  the  fifth  amendment  condemnation  requires  tiie  .judicial  ascertainment 
of  value,  and  of  all  proceedings  subject  to  judicial  inquiry  the  question  of  the 
value  of  a  railroad  system  is  the  most  complex,  ditllcult,  and  uncharted.  That 
the  courts  are  not  adapted  to  the  accurate  determination  of  so  complex  and 
comprehensive  a  question  shoulud  be  axiomatic.  A  brief  recital  of  a  few  of 
the  many  indeterminate  or  inadequately  determined  factors  will  demonstrate 
the  impracticability,  the  inevitable  diversity  of  result,  and  th*"  "sstmtial  in- 
justice of  that  process. 

"(1)  The  method  for  valuing  right  of  way:  the  propriety  of  authorizing 
compensation  for  the  fee  or  for  restricted  railway  easement  according  to 
limitations  in  the  company's  charter  or  in  the  instrument  of  original  acquisi- 
tion ;  and  the  relation  of  the  value  of  abutting  properties  subject  to  sale,  unlike 
railroad  rights  of  way,  not  subject  to  sale  except  by  consent  of  the  State. 
(C,  B.  &  Q.  V.  Chicago,  166  U.  S.) 

"(2)  The  doubt  whether  the  decisive  factor  is  original  cost  to  date,  the  cost 
of  reproduction  now,  the  cost  of  reproduction  less  (lepreciation ;  the  value  at 
the  time  of  dedication  to  public  use,  or  present  cost  of  condemnation  or 
purchase. 

"(3)  The  relation  to  value  of  the  existing  system  of  rates  or  competitive  con- 
ditions that  produce  or  permit  excess  earnings  for  sonu>  carriers  and  wholly 
inadequate  earnings  as  to  others,  and  the  question  whetlier  and  the  extent  to 
wiiich  the  earning  power  or  lack  of  earning  power  of  a  given  carrier  must 
under  the  Constitution  be  given  consideration  in  determining  the  amount  of 
compensation  to  be  paid." 

And  payment  of  the  award  mtist  be  made  in  cash,  with  possession  of  the 
condenuior  suspended  until  the  payment  to  the  owner  or  into  court  for  his 
benefit  of  the  full  amount  of  the  award. 

So  the  impossibility  of  condemnation  as  an  adequate  and  practicable  pro- 
cedure for  working  out  the  problem  is  obvious.  The  emergency  admits  of  no 
such  confusion  and  delay. 

]\Ir.  Paul  M.  Warburg,  in  formulating  his  plan,  does  not  face  squarely  the 
difficulties.     His  plan,  referring  to  Government  operation,  proceeds : 

"  Nor  would  so  drastic  a  step  be  warranted  in  order  to  solve  the  very  .serious 
and  perplexing  problem  of  subordinating  State  control  to  Federal  control  in 
the  matter  of  fixing  rates  and  authorizing  the  issue  of  securities.  I  lielieve 
that  this  obstacle  can  be  removed  by  the  adoption  of  such  means  as  the  granting 
of  a  Federal  charter."     (Address,  Feb.  6,  1919.  p.  7.) 

And,  on  page  13,  referring  to  the  api)lication  by  carriers  for  a  Federal  fran- 
chise in  order  ^n  entitle  them  to  the  guaranty  i>roiiosed  by  Mr.'  "Warburg: 
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"  If  the  Federal  franchise  should  be  found  to  offer  legal  obstacles  the  con- 
templated result  may  be  broucht  about  by  agreement  or  contract  between  the 
Government  and  carrier." 

Thus  we  see  the  necessity  of  those  who  advocate  Federal  incorporation  fall- 
ing back  upon  voluntary  action,  which  is  not  a  self-operative  plan  at  all. 

A  further  conclusive  objection  to  plans  based  substantially  on  individual  or 
regional  Federal  incorporation  is  the  impossibility  of  securing  any  scientific 
program  of  rate  making  without  requiring  the  rate-making  authority  to  estab- 
lish a  compensatory  level  of  rates  through  the  power  to  recapture  excess  earn- 
ings as  shown  in  the  testimony  of  Mr.  Warfield.  (See  also  sec.  17,  Senate  bill 
5679,  65th  Cong.,  3d  sess. )  The  individual  or  regional  Federal  corporations  of 
various  types  proposed  by  the  association  of  executives,  by  Mr.  Hines.  by  Mr. 
Morawetz,  or  others,  would  present  the  same  diversity  of  earning  power  undei- 
given  rates  and  the  constant  alternative  of  excess  earnings  to  one  group  of 
carriers  or  destructively  inadequate  revenue  to  others  which  has  heretofore 
existed  and  must  be  remedied. 

The  plan  of  the  Association  of  Railway  Executives  is  not  more  enlightenijig 
as  to  this  difficulty.     It  proposes  that- - 

"  20.  A  system  of  Federal  incorporation  should  be  adopted  into  which  should 
be  brought  all  railroad  corporations  engaged  in  interstate  or  foreign  connnerce. 
Such  system  should  be  compulsory  and  not  elective.  It  sliould  preserve  ta 
corporations  reincorporating  under  it  not  only  all  of  their  contract  rights  and 
other  assets  of  all  sorts,  but  also  (except  as  to  any  feature  contrai-y  to  an  act  of 
Congress)  their  existing  charter  powers,  and  they  should  also  possess  the  gen- 
eral powers  conferred  upon  all  corporations  organized  under  the  Federal  act." 

This  projios;']  involves  legalities  of  the  most  doubtful  and  serious  charactei. 

There  may  be  conceded  to  tlie  fullest  extent  the  power  of  Congress  to  emi»loy 
all  api)i'opriate  means  deemed  necessary  by  Congress  to  dischnrge  its  authority 
and  duty  to  regulate  commerce  in  the  public  interest.  If  the  proposed  agency 
is  ai)i)ropriate  and  bears  a  rational  relation  to  the  object  and  the  object  is; 
clearly  "  regulation  of  commerce,"  it  is  for  Congress  and  not  thp  courts  to  de- 
termine whether  the  agency  is  to  be  employed,  but  the  proposal  for  compulsive- 
and  exclusive  incorporation  involves  the  assertion  that  Congress  can  exclude' 
all  existing  railroads  and  every  existing  commercial  enterprise,  and  every  indi- 
vidual In  the  United  States  from  engaging  in  interstate  connnerce  or  trans- 
l)()rtatioii  of  any  character.  The  only  method  by  wliich  compulsory  Federal 
inc(}ri)oration  can  bo  effected  is  l\v  excluding  existing  agencies  from  continuing 
in  the  business.  Tlieir  liquidation  an<l  dissolution  and  sul>sequent  reentry  into 
the  field  through  Federal  reincorporation  or  voluntary  transfer  to  a  Federal' 
c(n'i)oration  is  another  matter  entirely.  They  may  or  may  not  exercise  that 
])rivilege.  T!i(>  essential  fact  is  that  (he  act  of  Congress  will  deny  all  existing 
individuals  and  corporations  whose  vast  properties  are  invested  in  permanent 
tninspoi'tatidu  system  the  right  to  continue  in  the  business.  It  does  not  pro- 
pose a  regidation  of"  the  manner  in  which  or  of  the  terms  or  conditions  upon 
which  these  existing  carriers  may  continue  in  the  business  of  interstate  trans- 
])ortatioii.  It  involves  an  i.brupt  and  final  decree  that  the  existing  corporations 
and  cari-iei-s  shall  not  continue  in  the  business  at  all. 

The  argument  for  so  extraordinary  a  power,  as  stated  by  INIr.  Thom,  is  that 
"if  (Federal)  incorporation  be  properly  a  part  of  the  regulating  power,  then  it) 
can  be  made  coinimlsory,  because  regulation  means  compulsion."  That  dogma 
loses  sight  of  the  fifth  amendment  and  of  the  fundamental  relation  between  the' 
Federal  and  State  Covernments,  and  of  the  late  construction  by  the  Supreme- 
Court  of  the  meaning  of  the  phrase  "  to  regulate  commerce." 

Powers  under  the  commerce  clause  must  he  consistent  with  tlie  other  affirma- 
tive Federal  constitutional  limitations,  and  among  them  are  the  fifth  and 
tenth  amendments.  ( iNIonangjihela  Nav.  Co.  r.  IT.  S..  140  U.  S..  836:  Adair  v.. 
U.  S..  20S  U.  S.,  161  ;  Standard  Oil  Co.  r.  Indiana.  164  Fed.,  376,  90  C.  C.  A.. 
364.) 

Thes-"  i)rincij)'es  are  not  shaken  by  the  decision  in  the  Pipe  Line  cases  (234 
U.  S..  548  15611),  in  which  the  court  held  merely  that  Congress  had  the  right 
undei-  the  commerce  eliiuse  to  regulate  the  legal  consequences  which  would 
attjicli  as  incidental  to  the  continuation  of  the  pipe  line  companies  in  the  busi- 
ness ofrinterstate  transportation.  The  right  to  define  the  relationship  between 
carriers  and  their  connection''^,  their  employees,  and  the  public  in  regulating 
and  fostering  commer'^'e  is  well  settled.  Here  we  have  a  proposed  absolute 
exclusion  and  prohibition. 
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We  suhinil  tli.it  tliis  proposal  stniins  the  powei"  of  Coiijiress  to  the  breakin^r 
point.  The  power  to  lejiiihite  is  not  the  power  to  prohibit  and  destroy,  except 
in  the  f-ase  of  tialeful  and  vicious  or  outlawed  connnodities  or  agencies  where 
destruction  of  the  illeiiJd  is  conservation  of  the  legal.  The  evolution  of  judicial 
definition  ofthe  power  to  "regulate"  commerce,  crystallizing  in  the  liquor  and 
child-labor  decisions  leaves  to  one  side  previous  loose  impressions  and  forces 
a  retreat  from  the  salutary  advances  in  favor  of  Congressional  absorption 
of  absolute  powei'  of  life  and  death  oyer  interstate  connnerce,  so  popular 
in  certain  quarters  a  few  years  ago  when  the  antimonop(dy  measures  were 
before  Congress. 

A  cross  section  of  tlie  decisions  may  l»e  gathered  fi-om  ihe  following  quota- 
tions ■ 

DKUNITIOXS   OF   "  REGULATE."' 

"To  'regulate'  in  the  sense  intende<l  is  to  foster,  protect,  c«mtrol,  and 
vt^straiu.  A\ith  approviriate  regard  for  the  welfaiv  of  those  who  are  inwnedialely 
concerned  and  the  i^iblic  at  larae."  (Second  Employer's  Liability  cases.  223 
IT.  S..  1,  p.  47.) 

"  Congress  is  eniiiowcred  to  regulate :  that  it.  to  i)rovide  the  Jaw  for  the  govern- 
ment <if  interstate  connnerce:  to  enact  'all  apiu-opriate  legislation  for  its  pro- 
tection and  advancement'  (the  Daniel  Ball,  1(1  Wall.,  557,  564)  :  to  adoi)t  meas- 
ures to  '  promote  its  growth  and  insure  its  safety  '  (County  of  Mobile  r.  Kintball, 
102  U.  S..  691.)  ;  '  to  fo.ster,  protect,  control,  and  restrain.'  "  (Second  Employer's 
Liability  cases,  supra.)      (Houston  &  Texas  Ry.  r.  U.  S..  234  U.  S..  342.  351.) 

And  finally  it  was  said  in  Hammer  r.  Dageidiart  (247  I'.  S.,  251  [271,  et  seq.] ), 
quoting  from  Clarlv  Distilling  Co.  v.  Western  Marylan-i  liy.  Co.  (242  V.  S..  311)  : 

"  •  The  power  conferred  is  to  regulate,  and  the  very  terms  of  the  grant  would 
seem  to  repel  the  contention  that  only  jirohibitiou  of  movcni'^'nt  in  interstate 
cominerce  was  embraced.  Arid  the  cogency  of  this  is  manifest  since  if  the  doc- 
ti"ine  were  applied  to  those  manifohl  and  imi)ortaul  subjects  of  interstate  com- 
merce as  to  which  Congress  from  the  l>eginning  has  regulated,  not  ]>rolii)>ited, 
the  existence  of  govci'nment  under  the  Constitution  would  be  no  longi>r  possible.' 

"And,  concludina  the  discussion  which  sustaiiK'd  the  authoiity  of  th(>  Govern- 
ment to  )(rohibit  the  transportation  of  liquor  in  interstati'  connnerce.  tiie  c<uirt 
said  : 

"  '  =■'  '■•  =■=  the  exceptional  natur»>  of  the  subject  liere  regulated  is  the  basis 
upon  which  the  exi:ej)tional  power  exerted  must  rest  and  affords  mi  ground  for 
any  feai'  that  such  power  may  be  constitutionally  extendei!  t(i  things  which  it 
may  not,  consistently  with  the  guarantees  of  the  Constitution,  embrace.'  " 

In  the  case  cited  the  court  definitely  held  thai  tlu>  <-onnuerce  clause  gave 
to  Congress  no  authority  to  deny  iransjioitation  in  inteiNtate  commerce  to  those 
who  carry  on  business  in  a  way  not  ai)proved  by  Congress. 

"  The  grant  of  power  to  (^ongress  ov<'r  the  subject  <>f  intei'state  commerce  was 
to  enable  it  to  i-egulate  such  connnerce.  and  not  to  give  it  authority  to  control 
the  States  in  their  exercise  of  the  police  ixnver  over  local  trade  and  manu- 
facture. 

"The  grant  of  authority  over  a  purely  Federal  matter  was  not  inteudetl  to 
destroy  the  local  iH»wer  existing  and  carefully  reserved  to  the  States  in  the 
tenth  amendment  to  the  Constitutictn." 

So  it  is  clear  that  while  Congress  ciui  impose  i)ertinent  and  apt  conditions 
upon  persons  engaging  in  interstate  connnerce.  and  require  them  to  conform 
to  any  program  adoi)ted  by  Congress  to  regulate  theii-  continuation  in  such 
connnerce,  it  is  dillicult  to  contend  that  that  jiowei"  can  proceed  to  the  jtoint 
of  absolute  exclusion  and  i)rolnbition.  except  in  the  case  of  intrinsically  noxious 
ov  immoral  agencies  or  commodities:  and  with  due  deference  to  the  superior 
sources  of  information  enjoyed  l)y  the  able  counsel  for  the  Association  of  Rail- 
way F]xecutives.  for  whose  opinions  in  matters  of  law  we  have  great  respect, 
we  are  \mwilling  to  concede  that  the  State  railroad  corporations  which  for 
nearly  a  century  have  conducted  the  connnerce  of  the  Nation,  builded  the 
greatest  system  of  transportation  in  the  world,  and  brought  a  continent  out 
of  the  wilderness,  are  now  justly  discovered  to  be  in  the  class  of  commodities 
or  agencies  dealt  with  in  the  Lottery  case  (ISS  I'.  S..  321),  the  Obscene  liitera- 
nire  case,  the  Bad  Egg  case  (220  V.  S..  45).  the  White  Slave  case  ('227  V.  S.. 
308),  or  (he  WeblvKenyon  Li(|Uor  case  (242  U.  S..  311). 

What  the  present  cori»orations  i-equire  is  assistance:  conservatory  regula- 
tion the  removal   of  irrevisable  ]trohibitions  against  consolidations,   and   trafflo 
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agreemeuts  demonstrably  in  the  public  interest,  i-elief  from  diversity  of  regu- 
lation and  taxation  in  organic  matters,  and  revenue.  Compulsory  Federal  in- 
corporation means  the  death  penalty  and  there  is  nothing  in  the  commerce 
clause  of  the  Constitution  to  justify  that  sentence. 

If  Congress  can  prohibit  absolutely  a  technically  moral  agency,  whether  indi- 
vidual, State,  or  corporation,  from  engaging  in  interstate  commerce,  asserting 
that  only  Federal  corporations  can  engage  therein,  it  can  set  up  the  Govern- 
ment itself  as  the  exclusive  agency  of  interstate  transportation,  communication, 
or  commerce. 

Individuals  of  the  States  and  corporations  of  the  States  are  not  licensees  of 
Congress  in  the  exercise  of  the  right  to  engage  in  interstate  commerce.  They 
are  subject  to  regulation  in  the  exercise  of  that  right,  but  no  power  of  absolute 
exclusion  has  beeu  conferred  upon  Congress,  and  a  fundamental  reason  for 
the  Federal  Constituti<»n  was  to  secure  to  all  citizens  the  untrammelled  right 
to  engage  in  interstate  conunerce,  which,  as  asserted  by  Justice  Bradley  in 
Crutcher  r.  Kentucky  (141  U.  S..  47  [57]).  "is  a  right  which  every  citizen  of 
the  United  States  is  entitled  to  exercise  under  the  Constitution  and  laws  of 
the  United  States."  and  in  carrying  on  such  conmierce  corporations  are  guar- 
anteed the  same  protection  as  individuals  (Gloucester  Ferry  Co.  r.  Pennsyl- 
vania, 114  U.  S..  204).  Could  it  be  supposed  that  f'ougress  could,  under  the 
power  to  regulate  commei'ce,  provide  that  all  individuals,  standing  ready  tO' 
conform  to  any  constitutional  regulation,  should  be  excluded  absolutely  from, 
engaging  in  interstate  transportation  or  transactions,  a  right  whicli.  as  stated 
by  Chief  Justice  Marshall,  "  derives  its  soui'ce  from  those  laws  witose  authorit>" 
is  acknowledged  by  civilized  man  throughout  the  world.  *  *  *  The  Con- 
stitution found  it  an  existing  right."      (Gibbons  r.  Ogden.  9  Wheat.,  1  L211]). 

Only  tho.sc  counnodities  can  be  denied  the  freedom  of  commerce  which  (or 
the  transportation  of  which  by  conunon  carriers)  are  subject  under  ordinary 
constitutional  principles  of  the  police  power  to  like  restrictions  in  intrastate 
commerce  by  and  within  tlie  several  States.  All  other  counnodities  must  be 
given  the  right  to  move,  subiect  to  pi'oper  regulation,  but  not  to  exclusion. 
(Wilson  V.  New,  243  U.  S.,  332  [347].) 

In  like  manner,  the  power  of  Congress  to  deny  absolutely  to  citizens  the  free- 
dom of  commerce  is  limited  to  the  cases  of  those  agencies  which  are  (without 
reference  to  their  charter  limitations,  which  confer  no  jurisdiction  upon  Con- 
gress) subject  to  absolute  exclusion  from  commerce  within  and  by  the  States. 

In  short,  while  all  citizens  of  the  United  States  enjoy  the  right  of  transit  and 
contract,  subject  to  valid  regulations  by  Congress  under  the  commerce  clause^ 
their  right  to  engage  in  commerce  is  exempt  from  absolute  prohibition  either 
by  the  States  or  by  conspiracies  between  individuals  or  by  Congress  itself. 
Otherwise  the  action  of  Congress  itself  might  become  the  agency  for  the  destruc- 
tion of  that  freedom  of  commerce  "  that  the  commerce  clause  was  intended  tc 
secure."     (Wabash,  etc.,  v.  Illinois,  118  U.  S.,  557  [572].) 

THE   FIFTH    AMENDMKNT. 

We  have  pointe.tl  out  that  the  exertion  by  Congress  of  its  power  to  regulate 
t-ommerce  is  subject  to  the  fifth  amendment. 

The  existing  railroads  have  established  their  interstate  service  and  systems, 
not  only  under  the  direct  authority  of  the  Federal  Constitution,  but  by  the 
affirmative  invitation  of  Congress  xmder  the  act  of  June  15,  1866  (14  Stat.  L.,  66 : 
sec.  .5258,  Rev.  Stat.).  The  situation  of  these  systems  is  in  the  identical  case 
of  the  foreign  corporations  whose  status  was  preserved  against  the  imposition 
of  terms  by  the  State  of  Kan.sas  as  a  condition  to  their  continuation  in  intrastate 
business  in  the  State. 

The  Supreme  Court  has  repeatedly  likened  the  ]»ower  of  Congress  over  inter- 
state commerce  to  the  power  of  the  State  over  intrastate  conunerce  (Northern 
Scurities  Co.  i-.  U.  S.,  193  U.  S.,  342)  ;  yet  no  one  now  supposes  that  whore  a 
foreign  corporation  has  already  entered  the  State  and  established  or  acquired 
a  permanent  railway  system  for  the  conduct  of  intrastate  as  well  as  interstate 
business  the  State  could,  as  a  condition  to  the  further  transaction  of  local  busi- 
ness inseparably  connected  with  its  interstate  business,  require  such  carrier  to 
reincon^orate  under  State  laws  or  transfer  all  of  its  property  within  the  State 
to  a  local  corporation.  This  procedure,  for  the  reasons  pointed  out  in  Pullman 
Co.  V.  Kansas  (216  U.  S.,  56)  and  W.  U.  T.  Co.  v.  Kansas  (216  U.  S..  1),  would 
effectually  impede  an  established  agency  in  its  inseparable  interstate  operations  ; 
and  no  less  certainly  would  compulsory  Federal  incorporation  of  an  existing 
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railroad  imposed  as  a  condition  to  continued  interstate  operations  destroy  its 
ability  to  conduct  inseparable  local  operations  and  destroy  the  property  of  the 
carrier. 

The  Supreme  Court  in  the  Pipe  Line  cases  (234  U.  S.,  548  [561-563])  recog- 
nized the  distinction  between  congressional  action  under  the  commerce  clause 
as  applied  to  existing  systems  (whose  compensation  may  be  obligatory)  and 
like  action  as  prescribing  a  rule  for  future  agencies  where  no  vested  rights  have 
attached. 

While  Congress  expressly  reserved  the  power  to  alter,  amend,  or  repeal  the 
act  of  June  15,  1866,  pursuant  to  the  invitation  of  which  the  existing  carriers 
have  invested  billions  of  dollars  in  permanent  systems  of  transportation,  that 
statute  was  passed  under  authority  of  the  commerce  clause,  and  it  can  be  re- 
pealed or  amended  only  pursuant  to  that  clause — in  the  regulation  and  not  in 
the  prohibition  of  interstate  commerce. 

It  is  also  fundamental  that  the  reserved  right  to  repeal,  alter,  or  amenil  in 
such  cases  authorizes  alteration  which  will  not  defeat  or  substantially  impair 
the  object  of  the  grant,  and  any  rights  vested  under  it.  (Close  r.  Glenwood 
Cemeterv,  104  U.  S..  466  [476]  :  Sinking  Fund  cases,  09  U.  S.,  700.  720;  U.  S.  r. 
U.  P.  Railway,  160  U.  S..  1,  33.) 

Mr.  Thom,  in  advocating  the  advantages  of  compulsory  Federal  incorpora- 
tion, asserted  that  he  was  of  the  opinion  that  the  same  result  could  be  jirrivetl 
at  through  legislation  of  the  Congress  acting  directly  upon  the  existing  State 
corporations,  adding  "but  that  will  not  be  done — can  not  be  accomplished  with- 
out serious  litigation;  whereas  there  would  be  no  litigation  if  you  i)roceed 
through  the  method  of  national  incorporation."" 

We  are  profoundly  impressed  with  the  error  of  that  conclusion.  Mr.  Thom 
himself  frankly  admits  that  eminent  men  differ  with  him  in  his  view  that  com- 
pulsory Federal  incorporation  would  constitute  a  proper  exertion  of  the  power 
to  regulate  commerce.  If  the  compulsory  Federal  incorporation  plan  be  adopted, 
denying  to  the  existing  railroad  companies  the  right  to  engage  in  interstate^ 
commerce,  and  if  that  procedure  be  declared  unconstitutional,  the  whole  rail- 
way structure  is  prejudiced.  If  the  other  plan  of  Federal  regulatory  legisla- 
tion acting  directly  upon  the  existing  State  corporations  be  employtnl  for  the 
purpose  of  removing  impediments  in  the  way  of  combinations,  conferring  so 
far  as  necessary  a  central  supervision  of  security  issues  and  constructive  uni- 
formity of  control,  no  permanent  damage  is  done  pending  tinal  adjudication 
of  the  power  of  Congress,  even  if  the  decision  should  be  against  the  power,  for 
the  existing  companies  can  until  the  question  is  decisively  settled  proceed  within 
the  established  and  certain  limits  of  their  existing  charter.s.  These  details, 
as  to  which  a  central  regulatoi-y  authoi'ity  and  freedom  froni  local  exploitation 
are  desirable,  are  not  so  fundamental  or  inunediately  imperative  as  to  involve 
the  destruction  of  the  railroads. 

In  short,  the  essentials  of  constructive  and  indispensable  legislation  for  the 
return  and  subsequent  regulation  of  the  railroads  can  be  enacted  without  im- 
periling the  whole  process  by  taking  chances  on  the  validity  of  compuLsory 
Federal  incorporation  which  is,  in  itself,  a  secondary  objective  and  a  radical 
reversal  of  the  existing  State  and  Federal  relationship. 

That  all  of  the  substantial  ends  sought  by  Federal  incoritoration  can  be  ac- 
complished through  congressional  legislation  acting  <lirectly  upon  the  present 
State  corporations  is,  we  believe,  a  safe  assumption.  A  conservative  and  ex- 
tremely simple  program  in  that  direction  is  outlined  in  the  tentative  bill  here- 
tofore referred  to  (S.  5679.  65th  Cong.,  3d  sess. ;  Cong.  Rec.  Mar.  4,  1919). 
That  Congress  may  properly  regulate  the  State  corporations  and  withdraw 
them  from  conflicts  of  laws  in  those  respects  in  which  the  Association  of  Rail- 
way Executives  conceive  that  protection  from  State  action  is  obligatory  (  Record, 
pt.  3,  p.  .537  et  seq.)  seems  assured  under  the  decisions  of  the  Supreme  Court. 
The  problem  is  merely  one  for  regulation  and  uniformity  and  not  destruction. 

That  Congress  may  exert  visitorial  power  over  State  corporations  engaged 
in  interstate  conunerce  to  the  extent  necessary  to  regulate,  facilitate,  and  remove 
impediments  is  thoroughly  established. 

"  Congress  would  undoubtedly  have  the  right  to  exact  from  associations  of 
that  kind  any  guarantees  it  might  deem  necessary  for  the  public  security,  and 
for  the  faithful  transaction  of  business;  and  as  it  is  within  the  province  of 
Congress  it  is  to  be  presumed  that  Congress  has  done,  or  will  do,  all  that  is 
necessary  and  i)roi)er  in  that  regard."  (Crutcber  r.  Kentucky,  141  W  S.. 
47   [.57].) 
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"  The  power  also  embraces  witliin  its  control  all  the  instrumentalities  by 
which  that  commerce  may  be  carried  on  and  the  means  by  which  it  may  be 
aided  and  encouraged."  (Gloucester  Ferry  Co.  v.  Penn.,  114  U.  S.,  196  [204]  ; 
I.  C.  C.  V.  Goodrich  Transit  Co.,  224  U.  S.,  194.) 

In  the  Civil  Rights  case  (109  U  S.,  18),  referring  to  the  commerce  and  other 
direct  powers,  the  court  said : 

"  Congress  has  power  to  pass  laws  for  regulating  the  subjects  specified  in 
every  detail  and  the  conduct  and  transactions  of  individuals  in  respect  thereof." 

The  State  can  do  nothing  which  will  directly  burden  or  impede  the  interstate 
traffic  of  a  corporation  of  its  own  creation,  or  impair  the  usefulness  of  its 
facilities  for  that  traffic  or  interfere  with  the  performance  of  paramount  duties 
to  which  the  company  has  been  subjected  bv  the  Constitution  and  laws  of  the 
United  States.     (111.  Cent.  R.  R.  Co.  r.  Illinois,  163  U.  S.,  142.) 

It  may  properly  be  contended  that  when  the  State  creates  a  corporation  and 
authorizes  it  to  establish  and  maintain  an  agency  of  commerce  as  an  inter- 
state carrier  essentially  permanent  in  its  nature,  the  State  by  virtue  of  the 
commerce  clause  necessarily  consents  that  Congress  may  take  hold  of  the 
agency  thus  created  and  regulate  it  by  giving  it  such  necessary  powers  and 
subjecting  it  to  such  reasonable  regulations  as  are  required  to  enable  it  to 
perform  suitably  the  interstate  service  to  which  the  State  of  its  creation  has 
devoted  it.  If,  as  a  result  of  such  Federal  action,  local  antimonopoly  statutes 
or  restrictions  upon  security  issues  found  incompatible  with  the  discharge  of 
the  carriers  interstate  functions  are  suspended,  that  result  is  only  incidental 
and  results  from  the  fact  that  the  State  has  erroneously  sought  to  exempt  an 
agency  of  commerce  from  the  impact  of  constitutional  Federal  regulation. 
(Houston,  etc.,  Co.  v.  U.  S.,  234  U.  S.,  342.) 

Obviously,  by  limiting  the  power  of  its  corporations,  a  State  could  not  with- 
draw a  carrier  which  it  has  permitted  to  engage  in  interstate  commerce  from 
appropriate  congre.ssional  control  under  the  commerce  act ;  and  the  control  or 
requirement  of  sinking  funds  and  the  right  to  exact  of  the  corporations  engaged 
in  interstate  commerce  guarantees  "  for  the  public  security  and  for  the  faithful 
transaction  of  business  "  have  been  long  since  recognized  as  within  the  power 
of  Congress  under  the  commerce  clause.      (Sinking  Fund  cases,  99  U.  S.,  710.) 

We  do  not  desire  to  be  dogmatic  as  to  unadjudicated  questions  of  such  pro- 
found importance,  but  it  would  seem  free  from  rational  doubt  that  if  Congress 
may  confer  upon  State  corporations  the  power  of  eminent  domain  (Cherokee 
Nation  r.  South.  Kan.  Ry.  Co.,  135  U.  S.,  641)  ;  if  it  may  control  the  carriers' 
power  of  contract  "  in  so  far  as  the  public  interest  requires  such  limitation  " ; 
regulate  its  relation  to  its  servants,  not  only  with  their  employer  but  between 
themselves;  and  if  it  may  work  the  innumerable  changes  of  common  law 
relationships  and  incidental  restrictions  upon  broad  charter  powers  granted  by 
the  States  (Wilson  v.  New,  243  U.  S.,  332,  349).  extending  even  to  the  point  of 
temporarily  invading  the  prohibited  domain  of  private  agreement  as  to  wages 
having  no  direct  normal  relationship  to  interstate  commerce,  in  order  to  pre- 
vent interstate  carriers  from  permitting  a  suspension  of  their  public  functions, 
it  is  difficult  to  understand  how  serious  doubt  can  be  entertained  of  the  right 
of  Congress  to  regulate,  by  permission  or  negation,  the  issue  of  securities  and 
the  other  organic  acts  having  a  direct  relation  to  the  carriers'  ability  to  dis- 
charge its  interstate  functions  to  the  extent  necessary  "  to  prevent  undue  bur- 
dens, duplication  or  wasteful  competition  from  being  imposed  upon  interstate 
operations,"  or  to  enable  the  carrier  to  obtain  new  money  for  capital  expendi- 
tures or  for  refunding  where  the  commission  finds  that  such  expenditure  has  a 
direct  relation  to  interstate  commerce,  as  proposed  in  the  tentative  draft  of 
the  bill  above  referred  to  (S.  5679,  sees.  18,  19). 

Congress  may  employ  a  corporation  created  by  a  State  as  a  fit  instrumentality 
to  accomplish  the  purposes  of  Congress  in  the  regulation  of  commerce.  (St.  L., 
I.  M.  &  So.  Rv.  Co.  r.  Taylor,  210  U.  S.,  287 ;  Luxton  v.  North  River  Bridge  Co., 
153  U.  S.,  530.) 

That  Congress  may  with  the  acquiescence  of  the  State  make  use  of  the  agen- 
cies of  the  State  in  coordinating  the  work  of  the  State  and  Federal  commissions 
is  undoubted.  (Halmgren  r.  U.  S.,  217  U.  S.,  509;  Robertson  v.  Baldwin,  165 
U.  S.,  278.) 

The  practice  of  conferring  concurrent  jurisdiction  upon  State  courts  to  give 
effect  to  causes  of  action  created  by  act  of  Congress  or  to  enforce  powers  of 
eminent  domain  is  familiar  and  of  undoubted  validity.  (Mondou  r.  New  York, 
etc.,  R.  R.  Co.,  223  U.  S.,  1 ;  U.  S.  v.  Jones,  109  U.  S..  518.) 
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In  short,  Congress  may,  in  the  process  of  regulating  its  interstate  functions, 
treat  State  corporations  as  though  created  by  Congress.  (Hale  v.  Henlvel.  201 
U.  S.,  43  (75)  ;  Northern  Securities  Co.  v.  U.  S.,  193  U.  S.,  345,  347.) 

What  has  been  said  should  be  sufficient  to  demonsti'ate  that  Congress  has  the 
authority  to  grant  affirmative  powers  and  affirmatively  to  remove  obstructions 
from  the  existing  corix>rations  constituting  the  naional  railway  system  to  the 
extent  necessary  to  enable  them  to  discharge  their  jiublic  obligations,  and  that 
compulsory  Federal  incorporation  is  not  fundamental  or  essential  to  that  end. 

The  essential  requirements  for  the  railroads  are,  we  submit,  set  forth  in  the 
fundamentals  of  the  plan  presented  by  Mr.  Warfield.  The  problem  will  be 
infinitely  complicated  by  stressing  Federal  incorporation  at  this  juncture.  The 
legal  complications  of  that  plan  are  so  profound,  the  time  to  accomplish  it 
would  be  so  prolonged,  and  the  disturbance  to  the  financial  sitiiation  so  Intense 
that  more  vital  questions  would  be  jeopardized  or  lost. 

That  plan,  if  it  were  possible  that  it  would  be  sustained  as  constitutional, 
would  be  the  open  gateway  for  the  absorption  by  the  Federal  Government  of 
the  commerce  of  the  Nation ;  and  it  is  obvious  that  the  railway  problem  should 
not  be  burdened  at  this  time  with  experiments  in  jiotential  communism. 

In  conclusicm,  and  with  reference  to  the  unthinkable  possibility  that  the 
power  of  discriminatory  taxation  might  be  attempted  in  the  effort  to  force  the 
State  corporations  into  Federal  corporations,  if,  as  tersely  stated  by  Mr.  Rooi, 
"  the  people  of  the  country  would  stand  for  it."  we  refer  to  the  expression  of  the 
present  Chief  Justice,  in  speaking  for  rhe  court,  in  McCray  r.  United  States  (195 
U.  S.,  27  [64])  : 

•'  Let  us  concede  that  if  a  case  was  presented  where  the  abuse  of  the  taxing 
power  was  so  extreme  as  to  be  beyond  the  principles  which  we  have  previously 
stated,  and  where  it  was  plain  to  the  judicial  mind  that  the  power  had  been 
called  into  play  not  for  revenue  but  solely  for  the  purpose  of  destroying  rights 
which  could  not  be  rightfully  destroyed  consistently  with  the  principles  of  free- 
dom and  justice  upon  which  the  Constitution  rests,  that  it  would  be  the  duty 
of  the  courts  to  say  that  such  an  arbitrary  act  was  no  merely  an  abuse  of  a 
delegated  power  but  was  the  exercise  of  an  authority  not  conferred." 
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THURSDAY,  FEBRUARY  20,   1919, 

United  vStatp:s  wSenate, 
Committee  on  Interstate  Commerce, 

Washington ,  I).  0. 
The  committee  met  at  10  o'clock  a.  m.,  pursuant  to  adjourimient. 
Senator  Ellison  D.  Smith  (chairman),  presiding. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Cowan 
is  the  first  witness  this  morning.     Mr.  Cowan,  you  may  proceed. 

STATEMENT  OF  MR.  S.  H.  COWAN,  OF  FORT  WORTH,  TEX., 
REPRESENTING  THE  AMERICAN  NATIONAL  LIVE  STOCK 
ASSOCIATION,  WITH  ITS  HEADQUARTERS  AT  DENVER, 
COLO.,  AND  THE  NATIONAL  LIVE  STOCK  SHIPPERS  LEAGUE, 
WITH  HEADQUARTERS  AT  CHICAGO,   ILL. 

Mr.  Cowan.  Mr.  Chairman,  and  gentlemen  of  the  committee,  I  have 
prepared,  in  order  that  I  might  consume  only  such  time  as  I  had  in 
contemplation  at  the  outset,  a  memoran<lum  of  what  I  desire  to  say 
hefore  the  committee  at  this  time.  Of  course  there  are  veiy  few 
memhers  of  the  committee  here,  and  it  will  he  left  more  for  them  to 
read,  if  they  shall  have  the  time,  which  prohahly  they  wiU  not  have, 
but  if  I  may  he  permitted  to  proceed  without  interruption  until  I  get 
through  with  what  I  have  to  say,  I  shall  be  very  glad  to  answer  any 
questions  which  may  })e  propounded,  if  I  can  do  so. 

I  and  my  associates  represent  directly  and  speak  for  the  millions 
of  live-stock  shippers  in  every  branch  of  the  industry  as  represented  })y 
the  National  Livestock  Shippers'  League,  and  the  producers  anii 
shippers  as  represmited  through- the  American.  National  Liive  Stoek 
Association,  of  which  the  Hon.  John  B.  Kendrick,  Senator  from 
Wyoming,  is  president.  I  am  attorney  for  both  of  these  organizations 
and  appear  as  such. 

We  are  opposed  to  the  Government  ownership  or  operation  of  rail- 
roads or  a  continuation,  in  time  of  peace,  of  the  Fedeial  control  under- 
taken for  purposes  of  war.  I  submit  the  resolutions  of  the  American 
National  Live  Stock  Association  unanimously  adopted  at  the  twenty- 
second  annual  convention  of  the  association  at  Denver,  Colo.,  January 
21-23,  1919,  as  voicing  the  deliberate  thought  and  judgment  of  the 
live-stock  producers,  farmers  and  feeders,  of  the  United  States  on 
the  matters  behig  considered. 

The  substantive  part  of  the  resolution  to  which  I  refer  is  as  follows: 

Resolved,  By  the  American  National  Live  Stock  Association,  in  convention  assem- 
bled at  Denver,  Colo.,  January  21-23,  1919,  that — 

(1)  The  railroads  should  be  turned  back  as  soon  as  possible,  consistent  with  public 
service  and  in  fairness  to  the  railroads. 

1289 


1290      EXTENSION   OF   GOVEKNMENT   CONTROL   OF   RAILROADS. 

(2)  That  no  more  experimental  operation  bj''  the  Government  should  be  attempted. 

(3)  That  Government  operation  is  certain  to  be  unsatisfactory  under  present  con- 
ditions. 

(4)  That  the  greatest  measure  of  indi\'idual  initiative  and  energy  should  be  pre- 
served . 

(5)  That  competition  should  be  preserved. 

(6)  That  only  such  consolidations  as  will  benefit  public  serA-ice  in  cost,  and  disturb 
competition  for  business  least,  should  be  permitted. 

(7)  That  we  oppose  undertaking  any  scheme  of  Government  ownership. 

(8)  That  the  power  of  State  railroad  commissions  and  the  usefulness  of  the  State 
regulations  be  preserved. 

(9)  That  proA-isions  be  made  to  stabilize  the  rates  and  simplify  the  tariffs  and 
classifications. 

In  this  connection  I  read  the  resolution  with  respect  to  the  bill  now 
pending  before  you  to  restore  the  remedies  v»^hich  existed  previous  to 
the  Federal  control,  the  substantive  part  of  which  is 

That  we  earnestly  petition  our  representatives  in  Congress  to  immediately  enact  into 
law  the  Cummins  bill,  known  as  Senate  bill  5020,  which  proAddes  for  the  restoration 
of  the  suspension  powers  of  the  Interstate  Commerce  Commission. 

It  also  has  other  provisions.  I  wish  to  emphasize  with  all  the  force 
that  I  can  the  necessity  of  doing  that. 

Gentlemen,  you  do  not  know,  because  you  have  not  had  the  expe- 
rience, what  we  are  up  against.  I  will  give  you  an  illustration  of  how 
powerless  the  shipper  is,  notwithstanding  the  disposition  of  the 
Railroad  Administration  at  Washington  is  to  do  the  best  it  can.  I 
will  say  of  Mr.  Chambers  and  of  Judge  Prouty,  when  they  were  in 
charge,  and  Mr.  Thelen  now,  and  Mr.  Ilines,  that  their  intention  is  to 
give  the  very  best  possible  service  and  to  do  the  best  they  can  with 
respect  to  the  matter  of  rates  and  the  multitude  of  charges  and  items 
of  service,  but  they  can  not  do  it,  because  they  are  met  with  hundreds 
of  men  on  these  committees  throughout  the  United  States  who  will 
not  act,  forestalling  the  purposes,  so  that  the  desires  of  these  men  are 
not  carried  out.  I  can  prove  that,  but  I  will  not  take  up  your  time 
in  discussing  it  further,  except  to  mention  this  one  ilhistration: 
During  the  extreme  drought  conditions  in  Texas,  when  millions  and 
millions  of  dollars  were  lost  by  reason  of  the  fact  that  the  best  breed- 
ing cattle  in  the  world  had  to  be  sent  to  market  and  sold  for  almost  a 
song,  we  insisted  they  provide  a  stock-cattle  rate  to  the  Southeast', 
where  there  was  an  abundance  of  feed. 

Mr.  Chambers  and  Judge  Prouty  at  Washington  agreed  to  it;  and  a 
schedule  was  made  up  and  the  decision  of  the  Interstate  Commerce 
Commission  in  the  Shroveport  case,  a  scale  of  rates  that  the  Commis- 
sion has  unanimously  decided  upon,  was  put  into  blue  print  and  sent 
out  to  be  printed  on  the  27th  day  of  August,  and  I  am  telling  you  the 
fact,  that  with  all  the  energy  we  could  use,  it  was  not,  in  fact,  finally 
printed  and  put  into  effect  until  the  2()th  day  of  January. 

They  did  have  an  emergency  rate  ])ut  into  oft'ect  for  a  short  time, 
but  it  was  made  applicable  only  in  one  direction. 

The  traffic  men  have  absolutely  stood  in  the  way  and  do  stand  in  the 
way,  throughout  theentire  country,  of  ])rom]U  remedies  in  rate  changes, 
and  the  sliippers  have  no  remedy  but  to  go  before  the  commission  and 
suspend  tlien-  rates  or  compel  them  to  act,  and  are  simply  at  sea.  and 
so  are  they  at  Washington.  They  may  not  agree  to  that  exactly,  but 
it  is  a  fact.  I  might  say  there  are  tens  of  millions  and  there  are  many 
tens  of  millions  of  just  claims  ffled  in  the  Southern  Jlailroatl  Building 
with  the  man  in  charge  of  the  damage  chiims  business  of  the  country  for 
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inefficient  service  that  the  shipper  can  not  hear  from,  and  they  deny 
their  liabiUty  under  the  law,  and  you  can  not  do  a  thino;  with  them. 
If  you  do  not  restore  the  jurisdiction  of  the  courts,  gentlemen  of  the 
committee,  you  are  not  doing  the  plain  duty  that  is  owing  to  the 
people  of  this  country.  Those  are  facts.  I  do  not  want  to  go  into  a 
detailed  argument,  but  they  will  bear  investigation,  and  every  word  is 
true. 

Mr.  Thorne,  I  think,  presented  to  you  the  fact  that  they  had  abso- 
lutely passed  resolutions,  or  what  do  you  call  them- — a  ukase,  or 
something  about  the  same  thing  as  Carranza  would  pass,  abolishing 
the  laws  of  this  country. 

Senator  Cummins.  You  mean  the  general  orders  of  the  director 
general  ? 

Mr.  Cowan.  Yes;  and  it  is  a  shame  that  such  things  should  exist  in 
this  country.  A  man  that  ships  a  carload  of  hogs  or  something  that 
he  has  spent  a  year  in  raising,  should  they  be  damaged,  he  can  not  get 
his  money. 

Senator  Pomerene.  You  do  not  seem  to  think  that  one  body  of 
men  should  be  exercising  the  functions  of  Congress  and  the  courts  and 
administrators  all  at  one  time. 

Mr.  Cowan.  No;    I  do  not  seem  to  think  that.  Senator. 

There  has,  heretofore,  been  submitted  to  this  committee  the  simi- 
larly expressed  view  of  the  National  Live  Stock  Shippers  League  at 
its  annual  meetino;  at  Chicago  in  December,  1918,  in  the  statement 
of  Hon.  Clifford  Thorne,  one  of  my  associates,  as  attorney  for  the 
league. 

Considering  the  vast  interests  thus  represented,  it  is  the  manifest 
duty  of  this  committee  to  give  due  consideration  to  these  resolutions. 
We  not  only  ask  it  on  that  account,  but  for  the  greater  reason  that 
it  is  right  and  expressive  of  the  views  of  actual  shippers  and  experi- 
enced students  of  the  railroad  problem  throughout  the  country. 

I  charge  that  the  standard  return  provided  for  by  the  Federal 
control  act  was  and  is  a  calamity  upon  the  country  to  make  of  the 
railroads  an  excepted  class  free  from  the  burdens  of  war,  with  a 
legacy  of  the  liighest  earning  power  guaranteed,  begetting  a  reckless 
increase  of  expenses  and  rates  at  the  sacrifice  of  efficiency  and  public 
service;  that  it  is  not  less  than  a  crime  to  continue  and  appropriate 
money  from  the  public  treasury  to  pay  for  saddling  the  burden  upon 
the  shippers  and  business  of  the  country.  Why  Congress  can  not 
see  it  and  immediately  put  a  stop  to  it  I  can  not  say. 

Should  you  fail  to  act,  then  all  that  is  left  for  the  people  to  do, 
seeing  that  Congress  is  asleep  at  the  switch,  is  to  appeal  for  protec- 
tion to  those  able  representatives  of  the  Government,  Mr.  Walker 
D.  Hines,  Director  General;  Hon.  Max  Thelen,  Director  of  Public 
Service  and  Accounts  (the  one  man  not  surrounded  by  past  and 
future  influences  of  the  railroads),  and  Mr.  Edward  Chambers,  the 
public-spirited  Director  of  Traffic.  What  will  the  harvest  be?  We 
hope  not  a  repetition  of  the  past.  We  hope  that  they  will  rise  to  the 
occasion  and  stop  this  saturnalia  of  useless  expenditure  and  ineffi- 
ciency everywhere  and  accord  to  shippers  in  the  fullest  measure  the 
rights  and  remedies  of  the  law  as  it  was  before  the  war,  and  entirely 
in  tlieir  hands  to  restore  in  time  of  peace.  The  refusal  or  failure  of 
Congress  now  to  require  that  they  be  turned  back  is  equivalent  to 
their  continuance  under  the  same  control  indefinitely,  leaving  the 
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public  the  bag  to  hold  in  payment  of  the  unjust  and  unreasonable 
standard  return.  I  hazard  the  prophesy  that  the  failure  of  Congress 
to  now  provide  to  return  the  roads  back  and  their  failure  to  restore 
the  remedies  of  the  law  will  be  written  into  the  history  of  the  railroads 
as  the  genesis  of  Government  ownership. 

I  ask  to  submit,  as  part  of  my  statement,  a  pamphlet  which  has 
been  prepared  by  me  entitled,  "What  Shall  We  Do  to  Be  Saved." 
I  have  prepared  this  to  be  distributed  with  what  I  have  to  say  against 
Government  ownership  and  in  favor  of  individual  initiative  and  local 
control.  I  have  endeavored  in  this  pamphlet  to  present  matters 
pertinent  to  the  existence  and  the  progressive  development  of  the 
American  Railroads,  dependent  upon  that  individual  initiative. 
You  will  find  it  is  divided  into  topics — necessity  of  regulation:  com- 
petition; necessary  regulation  versus  Government  ownership  or 
operation;  regulation;  the  most  important  matters  for  regulation 
and  changes  that  appear  desirable,  and  consolidations  dangerous 
M^here  competition  is  destroj^ed. 

The  unification  of  terminals  is  the  only  luiification  that  is  necessary 
It  deals  with  the  necessity  of  the  Interstate  Commerce  Commission 
cooperating  with  the  State  commissions  in  adopting  systems  of  rates, 
thus  avoiding  the  conflicts  which  are  brought  out  in  these  different 
Richard  Roe  and  John  Doe  proceedings. 

I  mention  also  the  regulatory  changes  that  are  necessary  in  admin- 
istrative procedure  and  the  opposition  to  consolitlating  competing 
lines,  and  the  aid  necessary  on  the  part  of  the  Government  m  the 
extension  of  railroads  into  the  unsettled  West.  T  will  ask  that  that 
be  made  a  part  of  my  remarks. 

Senator  roMERENE.  Without  objection  it  is  so  ordered. 

Mr.  Cowan.  I  commend  this  document  very  highly,  l)ecause  T 
spent  a  great  deal  of  time  in  the  prepjuation  of  it. 

Senator  Kellogg.  Ai-e  you  going  to  put  in  those  resolutions,  too? 

Mr.  Cowan.  I  will  hand  them  to  the  stenographer  to  be  incorpo- 
rated in  my  statement. 

(The  pamphlet  and  resolutions  referred  to  are  here  printed  in  full, 
as  follows:) 

What  Shall  We  Do  to  be  Saved?-  The  Railkoaus:  Help  Ts  Tuhn  Thkm  Loosk. 
By  S.  H.  Cowan,  Fort  Worth,  Tex. 

THE    RAILROADS. 

In  speaking  to  the  stiuients  of  the  raihoad  problem  and  to  the  sufferinaj  if  not  helplesp 
public,  I  do  so  in  the  hope  of  laying  bare  the  situation,  as  I  see  it  from  a  knowledge 
derived  from  several  years  of  study  of  railroads  throughout  the  United  States  and  their 
relations  to  the  public,  their  operation  and  service  in  detail,  financ-ial  results,  and  the 
regulatory  laws  and  their  administration.  It  is  no  time  for  mere  criticism.  I  hold 
an  open  mind  to  give  the  fullest  consideration  to  the  opinions  of  those  who  have  given 
the  subject  that  character  of  study  that  fits  them  to  construct  legislation  for  the  public 
good  or  for  the  good  of  the  railroads. 

The  complexity  of  the  situation  can  not  be  overstated  or  well  defined.  The  solution 
of  the  problem,  which  finally  will  depend  on  a  majority  vote  in  Congress,  subject  to 
veto,  is  fraught  with  serious  consequences  both  to  the  railroads  and  the  public,  and  the 
facts  must  be  laid  bare  in  order  that  we  may  intelligently  view  the  situation. 

The  first  and  fundamental  basis  of  jirogress  in  our  country,  reduced  to  last  analysis, 
is  individual  effort;  the  incentive  is  gain,  and  the  efficiency  of  the  effort  rests  in  the 
advantage  which  the  individual  expects  from  liis  efforts.  Thus,  beginning  with  the 
unit  of  the  individual,  the  application  extends  equally  to  aggregations  and  the  unit 
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of  cor))orations,  whose  motives  and  actions  are  the  combined  manipulations  of  the 
men  who  control  the  aggregated  unit. 

These  things  must  be  kept  constantly  in  view  in  order  to  avoid  running  off  after 
foolish  theories  and  visionary  probabilities  on  the  "what  ought  to  be"  plan. 

At  the  very  outset  I  believe  that  I  speak  the  sentiment  of  stockmen,  stock  farmers, 
and  those  engaged  in  the  business,  when  I  say  that  they  are  opposed  to  Government 
operation  of  business,  whether  it  be  railroads,  stock  yards,  packing  houses,  or  other 
industries;  but  are  in  favor  of  and  desire  regulation  that  regulates,  and  to  the  end  of 
the  best  service  at  fair  and  reasonable  profit,  free  and  open  competition  that  does  not 
destroy,  so  regulated  as  to  prevent  monopoly,  all  to  the  end  of  progressive  develop- 
ment by  free  and  equal  opportunity  of  the  individual. 

1.    EXISTENCE    AND   PROGRESSIVE   DEVELOPMENT   OF   THE    RAILROADS. 

The  desu'e  to  gain  by  furnishing  transportation  built  the  railroads,  like  it  did  the 
stage  line  and  freight  wagon.  The  character  of  the  business  required  the  combination 
of  capital  and  energy  to  do  it.  By  the  multitude  of  transactions  and  aggregation  of 
business  expected,  profits  were  realized,  if  there  were  enough  of  the  business,  at  the 
rates  that  permitted  and  encouraged  the  movement.  Hence  everybody  in  the  trans- 
portation business  wanted  everybody  else  to  have  more  business,  at  least  to  constantly 
increase  the  aggregate. 

By  years  of  experience  and  constant  business  acumen  the  railroads  learned  how  to 
adjust  the  rates,  perfect  the  service,  encourage  building  up  tonnage,  branching  out  to 
control  the  trade,  so  as  to  adjust  themselves  to  get  the  most  by  moving  the  most,  and 
to  charge  the  least  per  unit  of  traffic  to  make  the  greatest  aggregate.  Where  the  profits 
tempted,  other  roads  were  built  and  competition  kept  down  the  rates,  kept  up  the 
service,  and  developed  industry  in  a  thousand  ways.  Producer  and  consumer  were 
brought  together  on  terms  to  foster  dealing  to  produce  the  greatest  tonnage.  The 
remote  grain  fields  and  the  cattle  of  the  plains  were  placed  on  the  table  of  the  laboring 
man  on  the  Atlantic  coast,  and  indeed  across  it  in  the  homes  of  the  mechanic  who 
made  our  pocketknives  in  Sheffield,  Avhile  the  eastern  manufacturer  supplied  the 
cowboy  of  the  plains  his  high-topped  boots  and  pistol,  belts  and  cartridges,  to  say 
nothing  of  his  blankets  and  "tarp."  The  pine  forests  of  Texas  and  Louisiana  com- 
peted with  the  spruce  of  the  Northwest  and  pine  of  Wisconsin  to  build  the  towns  and 
cities  of  the  plains,  while  Kansas  furnished  the  corn  that  fed  the  mules  that  dragged 
the  logs;  and  Philadelphia  manufactured  the  saws  to  fashion  the  forests  of  the  Pacific 
and  the  hoists  and  cables  to  bring  to  the  surface  the  gold  and  silver  of  the  Mountain 
States. 

No  country  ever  witnessed  such  development;  at  the  very  threshold  and  in  every 
step  the  railroads  were  the  prime  factor. 

So  long  as  competition  was  free  this  wonderful  automatic  development  both  of 
railroads  and  industry  continued  without  the  necessity  of  regulation  being  apparent, 
but  the  moment  competition  was  stifled  it  was  for  unjust  gains,  and  when  it  had  pro- 
gressed far  enough  to  unduly  burden  business  and  by  favoritism  (as  it  did)  make  and 
break,  then  preventive  and  regulating  laws  were  enacted,  first  by  the  States  and  later 
by  the  Federal  Government.  They  were  resisted  by  the  powerful  railroad  element, 
attached  to  which  were  all  the  favored  industries  and  communities,  and  those  who 
expected  to  be,  and  opposition  quieted  by  the  railroad  pass  in  the  pockets  of  officials. 

The  country  already  developed  to  furnish  large  tonnage,  it  was  but  natural  that  rail- 
roads should  increase  rates  to  what  the  traffic  would  bear,  which  required  agreement 
on  rates  which  they  made  and  increased  according  to  the  rule  of  greatest  possible 
gain  in  the  aggregate,  whether  by  law  or  high  rates  on  varying  commodities,  continuing, 
however,  the  consistent  policy  to  develop  new  sources  of  tonnage  on  any  rates  down  to 
mere  cost  that  would  accomplish  it. 

Of  course  there  was  from  the  beginning  of  railroad  construction  after  the  Civil  War 
vast  areas  for  agriculture,  and  forests  and  mines  awaiting  transportation  and  the 
influx  of  population  to  convert  the  waste  places  into  rich  production  to  supply  the 
consumers  and  meet  the  requirements  of  trade  and  manufacture  at  home  and  exports 
abroad,  which  was  without  a  parallel  anywhere  else. 

It  was  for  the  far-sighted,  money-making  sagacity  of  tne  pushing  American  to 
provide  the  transportation  and  at  least  satisfy  the  investor  of  a  fair  return  while 
offering  to  the  promoters  the  profits  realized  from  sale  of  stocks.  There  are  no  such 
people  in  the  world  to  do  these  things — nothing  like  the  American  spirit. 

Thus  the  railroad  builder  was  the  promoter,  not  only  of  the  railroads,  but  of  the 
development  of  the  resources  of  the  country  in  agriculture,  mineral  resources,  forest 
products,  and  of  manufacture  and  export,  and  the  builders  of  towns  and  cities.  He 
allied  himself  with  promoters  of  all  these  enterprises  and  they  with  him  in  a  thousand 


1294      EXTENSION   OF   GOVEKNMENT   CONTROL   OF  RAILROADS. 

ways  to  get  and  use  the  money  hidden  away,  as  it  were,  in  the  nooks  and  corners, 
and  brought  to  the  door  of  those  who  had  it  the  temptation  of  interest  or  profits  which 
otherwise  they  would  not  discover.  He  thus  brought  to  use  in  development  capital 
not  otherwise  available. 

Whether  the  enterprise  were  profitable  to  the  investors  or  not,  still  the  progress  of 
the  country  as  a  whole  was  generally  benefited;  for,  as  often  happened,  the  cause  of 
failure  was  want  of  good  management  or  some  other  cause,  to  remedy  which  again  the 
promoter  secured  new  capital  investments  and  new  energies. 

And  so  the  promoter  of  railroads  and  the  promoter  of  every  enterprise  requiring 
transportation  worked  hand  in  hand  to  acquaint  and  solicit  capital  to  develop  our 
great  country. 

Individual  intelligence,  individual  enterprise,  individual  capital,  spurred  by  indi- 
vidual desire  for  gain,  saw  in  combined  strength  the  chance  of  wonderful  accomplish- 
ment by  combined  strength,  and  with  that  force  this  country  has  accomplished  its 
amazing  development. 

The  greatest  of  these  are  the  railroads,  the  lifeblood  of  every  industry. 

These  things  are  pointed  out,  not  because  they  are  not  known  to  all,  but  because 
they  could  not  be  expected  to  continiie  as  factors  in  progressive  development  under 
governmental  operation. 

2.    NECESSITY    OF    REGULATION'. 

From  the  motive  of  gain,  the  very  root  of  our  progress,  it  was  an  inevitable  conse- 
quence that  the  power  of  transportation  companies  over  industries  and  communities 
whose  existence  or  prosperity  depended  on  transportation,  would  be  exercised  to 
levy  unjust  tribute  on  their  patrons;  to  build  up  or  retard  industrial  development  as 
the  management  of  the  railroads  might  choose  to  do,  and  grant  favors  and  preferences 
to  whom  they  might  choose,  and  discriminate  in  a  multitude  of  ways.  In  other 
instances  be  forced  in  a  multitude  of  ways,  against  their  will,  to  grant  favors  or  to  dis- 
criminate. Competition  might,  where  it  existed,  relieve  or  protect  the  public  against 
unreasonable  charges,  or  in  other  cases  induce  unreasonably  low  rales  in  one  locality 
which  some  other  must  make  up.  Influences  of  interrelations  of  railroads  or  the  owner 
or  operators  of  railroads  served  to  build  up  and  foster  all  sorts  of  discriminations  and 
preferences. 

So  it  happened,  as  it  must,  that  the  very  life  of  industries  and  development  de- 
pended on  the  will  of  some  other  whose  influence  controlled  the  railroads  serving  both. 

Thus,  while  the  great  railroad  and  industrial  development  went  hand  in  hand,  it 
led  some  to  survive  and  flourish  while  others  i)erished.  Opportunity,  vast  in  extent, 
was  opened  by  the  railroads,  but  equality  of  opportunity  was  often  denied.  Power 
such  as  this  must  be  controlled. 

The  necessity  gave  rise  to  regulation  to  correct  abuses  and  afford  equality  of  oppor- 
tunity upon  reasonable  rates,  without  unjust  discrimination  or  undue  and  unreason- 
able preferences. 

This  necessity  lay  at  the  foundation  of  our  regulatory  laws  as  to  transportation,  as  it 
lies  at  the  foundation  of  our  later  regulations  of  their  fiscal  policies.  Necessarily, 
such  laws  were  experimental,  and  the  administration  of  the  law  often  incompetent  for 
lack  of  experience  or  otherwise.  In  many  cases  it  was  hunting  favors  and  needed 
watching.     Progress  in  point  of  capable  commissions  has  been  great;  it  will  be  greater. 

But  regulation  does  not  mean  destruction.  It  means  that  this  great  force,  this 
vital  necessity  of  public  service  for  every  person  and  every  business,  shall  be  encour- 
aged and  stimulated  to  perform  that  service  for  the  public  good  and  receive  adequate 
compensation  for  doing  it  well. 

;i.    COMPETITIOX. 

Like  Ihe  law  of  supply  and  demand,  competition  is  the  great  regulator.  To  stifle  it 
is  to  work  injustice  and  to  destroy.  That  which  stifles  either,  takes  away  the  life  of 
trade.  So  adjusted  are  the  complex  factors  entering  into  our  entity  called  the  busi- 
ness world  that  we  can  find  no  other  standard  of  what  is  reasonable  than  the  result  of 
these  laws  of  trade.  When  reduced  to  last  analysis  they  are  founded  on  the  honest 
desire  for  gain. 

Competition  is  what  brings  efficiency  and  at  the  same  time  economy  in  business 
that  enables  competition  to  compete.  It  affords  the  choice  of  the  patron  of  the  rail- 
road where  two  or  more  are  available  and  desirous  of  the  patron's  business. 

Competition  is  the  life  of  trade,  hence  Congress  and  legislatures  have  enacted  anti- 
trust laws  to  save  it.  The  common  law  and  the  Roman  law.  recognizes  free  competi 
tion  as  a  fundamental  principle  for  protei-tion  of  individual  effort.  It  would  be 
eliminated  by  governmental  operation. 
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4.    NECESSARY     REGULATION    VERSUS   GOVERNMENT   OWNERSHIP   OR   OPERATION. 

It  is  the  superlative  importance  of  these  considerations  which  leads  me  into  the 
attempt  to  dissect  this  giant,  so  to  speak — the  railroad  problem — in  order  that  we  may 
have  a  clearer  view  of  the  remedy  that  will  preserve  the  great  strength  of  individual 
effort  combined  in  these  great  undertakings,  with  the  incentive  to  succeed,  with  the 
maximum  of  efficiency  and  economy  in  the  effort  to  best  serve  the  public,  in  order  to 
get  the  best  reward  for  doing  it;  this  rather  than  to  destroy  this  great  force  for  pro- 
gressive development,  by  Government  ownership  or  operation  that  can  not,  if  it 
would,  and  would  not  if  it  could,  command  this  great  force  due  to  the  personal  equa- 
tion actuated  by  the  incentive  to  succeed  for  gain,  in  part,  and  for  the  very  love  and 
pride  of  success,  Ijy  the  use  of  those  vital  factors — individual  efficiency  to  do  the  most 
and  get  the  most  for  expenditure  of  money  and  labor — efficiency  and  economy  of 
operation. 

There  is  no  denying  the  fact  that  it  is  the  individual  ownership  and  use  of  property 
and  the  individual  enterprise  and  skilled  activity  of  men  that  has  been,  now  is,  and 
will  continue  to  be  the  source  of  our  progress  and  development.  It  has  been  the 
exercise  of  the  right  of  life,  liberty,  and  the  pursuit  of  happiness  under  the  protection 
of  government  of  the  people,  by  the  people,  and  for  the  people  that  has  made  us 
great  industrially,  commercially,  and  as  a  nation.  We  made  the  Government  to  pro- 
tect those  rights;  we  protect  the  Government  by  the  exercise  of  those  rights.  These 
expressions  are  subject  to  the  criticism  that  they  are  mere  truisms  which  we  all  under- 
stand. That  may  be  true  as  to  some  of  us,  but  they  are  repeated  here  to  emphasize 
the  fact  that  they  must  be  in  large  measure  discarded  as  relics  of  our  system  of  indus- 
trial development  if  Government  operationg  of  railroads  is  to  take  the  place  of  indi- 
vidual— that  is  corporate  operation  under  existing  conditions. 

Monopoly  follows  naturally  the  stifling  or  restraint  of  competition,  and  unfair  com- 
petition is  the  very  means  by  which  monopoly  is  made  possible.  So,  while  competi- 
tion is  the  life  of  trade,  it  may  also,  as  has  too  often  been  the  case,  the  destroyer  of  free 
and  equal  opportunity  in  trade. 

As  necessity  is  the  foundation  of  the  right  of  self-defense,  which  arises  where  the 
necessity  or  apparent  necessity  exists,  and  is  justly  limited  by  the  necessity  or  appar- 
ent necessity,  so  it  is  in  the  protection  of  the  weak  against  the  strong  in  every  avenue 
of  trade  and  enterprise. 

Reasonable  necessity  and  apparent  necessity  is  therefore  the  very  foundation  and 
at  the  same  time  the  measure  and  limitation  of  the  right  of  regulation  of  railroads  as 
common  carriers,  the  very  life  of  our  industry  and  commerce,  as  in  like  manner  the 
regulation  of  competition  and  comljinations  in  restraint  of  trade,  all  to  the  end  of  fair 
and  equal  opportunity. 

The  power  to  regulate  is  not  the  power  to  destroy,  and  its  oliject  should  be  to  en- 
courage enterprise  while  at  the  same  time  protecting  it. 

These  fundamental  considerations  must  constantly  be  borne  in  mind  and  the  analysis 
of  the  complex  relations  of  all  our  enterprises  and  industries  to  each  other  and  to  the 
individual  and  personal  equation  throughout  every  phase  of  it,  in  order  that  we  may 
reach  intelligent  and  practical  conclusions  as  to  the  proper  functions  of  Government 
regulation  and  its  proper  limitations  when  we  enter  upon  the  dangerous  ground  of 
Government  ownership  or  operation  of  railroads  at  the  sacrifice  of  industrial  effort  and 
opportunity.  It  would  be  a  denial  of  ownership  and  operation  of  the  greatest  business 
in  the  world  by  individuals  through  corporations.  It  would  destroy  in  large  measure 
ihe  incentive,  the  man  power,  to  plan  and  to  accomplish  great  ends.  It  would  invite 
inefficiency. 

There  would  be  mei'e  routine  both  in  efficiency  and  economy  for  the  reward  fixed 
by  law,  not  possible  to  fluctuate  or  respond  as  the  merit  might  require,  grouped  as 
others  in  the  same  character  of  position. 

No  incentive  to  get  the  business  of  the  patron  or  to  handle  it  with  that  end  in  view. 

Far  removed  from  the  idea  of  gain  for  his  employer. 

An  eye  single  to  favorable  impression  upon  some  one  far  removed  from  the  patron, 
rather  than  to  the  patron's  business  well. 

Competition  for  business  or  good  service  or  accommodation  to  get  it  all  gone. 

The  ablest  and  most  skillful  men  at  the  head  gone  to  other  more  profitable  indus- 
tries, where  they  expect  to  do  better  than  on  a  Government  salary. 

To  substitute  these  conditions  for  what  we  can  get  by  private  ownership  is  suicidal. 

While  the  operation  in  time  of  war  can  not  afford  a  fair  example,  yet  human  nature 
is  the  SE.me,  and  what  is  said  above  is  indisputably  proven  by  the  past  year's  opera- 
tion. While  this  did  not  apply  to  everyone,  it  was  the  rule  upon  the  whole  and  due 
to  these  very  considerations  which  I  have  referred  to  and  which  would  be  equally 
applicable  in  time  of  peace. 
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Rates  must  be  much  higher  under  governmental  operation  than  private  operation. 
The  rule  of  following  lines  of  least  resistance  would  lead  to  increasing  rates  to  meet 
increased  expenses,  rather  than  economize  in  the  expenditure.  We  need  not  deceive 
ourselves  about  the  great  force  of  an  army,  so  to  speak,  of  employees  demanding 
increasing  wages  and  the  producers  of  supplies  and  material  doing  business  in  the 
way  that  gets  the  most  out  of  it. 

Again,  if  the  Government  operates  the  railroads  owned  by  the  corporations,  the 
standard  of  return  will  be  looked  after  in  masterful  way,  regardless  of  the  rates  to 
meet  it. 

I  can't  see  how  that  would  be  any  less  so  in  time  of  peace  than  in  time  of  war. 
Everyone  who  cares  to,  knows  the  experience  of  the  past  year  of  governmental  opera- 
tion demonstrates  the  correctness  of  what  is  here  said. 

Of  course  there  are  other,  and  as  generally  accepted,  weightier  objections  to  Gov- 
ernment ownership  operation  of  railroads,  but  what  I  am  endeavoring  to  point  out 
here  is  the  great  loss  of  available  energy,  foresight,  enterprise,  and  skill  of  men  of 
foremost  resourcefulness  and  thought  who,  either  for  gain  or  pride  of  success,  or  both, 
have  built  or  formed  and  successfully  operated  great  railroad  systems. 

The  question  is,  shall  we  let  the  vital  available  energy  go  to  waste  by  the  substi- 
tution of  Government  ownership  and  operation  and  future  development,  doing  with- 
out that  great  energy.     Initiative  is  the  mainspring  of  this  great  American  success. 

Manifestly  what  we  should  do  is  to  let  this  energy  be  free  within  the  limitations  of 
appropriate  regulation.  If  our  regulatory  laws  are  insufficient,  let  them  be  amended. 
If  their  administration  is  at  fault,  let  that  be  remedied.  Let  us  find  out  the  defects 
and  provide  the  remedy. 

If  we  are  not  capable  of  doing  that,  it  is  a  poor  outlook  we  have  before  us  to  do 
better  mth  Government  ownership  and  operation. 

The  incapacity,  if  admitted,  to  do  the  former  would  forbid  an  attempt  to  do  the 
latter. 

It  is  about  like  the  case  of  the  doctor  who,  despairing  of  his  patient,  administered 
a  potion  to  produce  fits.  Being  asked  why  he  did  that  the  doctor  replied,  "I  am 
hell  on  fits." 

What  the  situation  needs  first  is  analysis;  diagnosis  before  treatment.  When  that 
is  done  in  accordance  with  the  rule  in  such  cases,  to  impartially  ascertain  and  la> 
bare  the  facts,  reaching  results  regardless  of  preconceived  opinions  or  pride  of  opin- 
ion, we  will  then,  and  not  till  then,  be  prepared  to  act  intelligently  to  determine 
what  the  best  remedy  is.  This  involves  proceeding  upon  an  hypothesis.  My  hypoth- 
esis is  that  the  private  ownership  and  operation  of  the  railroads,  as  contradistinguished 
from  Government  ownership  or  operation,  should  be  continued  under  regulation 
now  provided  by  the  act  to  regulate  commerce  and  certain  amendments  to  be  pointed 
out.  That  there  should  he.  no  experimental  operation,  and  that  remedies  for  exist- 
ing abuses,  and  during  farther  Federal  administration,  he  at  once  provided;  and 
that  the  roads  be  turned  back  to  their  owners  as  soon  as  practicable,  consistent  with 
the  best  obtainable  public  service  and  with  due  regard  to  fair  dealing  Avith  the  rail- 
roads, and  Avithin  21  months,  if  not  earlier. 

I  shall  not  deal  with  the  manner  of  turning  back  the  roads.  T  think  that  is  fairly 
easy,  though  a  settlement  will  take  a  long  time. 

5.    REGULATIO>f. 

In  the  "law's  delays"  lies  its  weakness,  in  regulations  of  rules  and  practices  in 
matters  of  the  rates  and  charges  and  public  service  of  railroads.  Important  changes 
in  that  particular  are  necessary.  Not  many  changes  and  atlditional  ]>rovisions  are 
necessary  in  defining  the  duties  of  railroads.  The  necessary  changes  are  mainly 
those  pertaining  to  procedure. 

Congress  can  authorize  the  commission  to  make  all  the  rates  wdthout  a  hearing  as 
well  as  with  it,  as  to  interstate  traffic,  and  as  to  State  rates  which  discriminate  against 
or  otherM-ise  affect  interstate  business.  That  is  the  logical  sequence  of  the  Shreve- 
port  case.  My  position  is  that  Congress  has  the  power  to  clothe  the  commission 
with  the  authority  to  make  such  orders  as  to  iuterst^ite  rates  and  then  prohibit  the 
railroads  from  doing  differently  as  to  State  tratlic,  thus  by  indirection  fixing  State 
rates,  it  can  do  the  same  thing  directly.  Why  have  sucli  an  important  control  by  the 
indirect  m(>thod  of  preventing  the  State  regulation  a  nil  leaving  it  to  the  railroads  to 
choose  their  own  method  of  obeying  an  order  of  the  commission  to  cease  and  desist 
a  discrimination  by  disobedience  of  a  State-made  rate  or  regulation?  That  is  simply 
chaos,  as  the  commission  declines  jurisdiction  over  the  rates  on  States  traffic,  yet 
the  effect  of  the  decision  is  to  prevent  the  State  jurisdiction. 
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Plainly  the  law  should  be  amended  to  prevent  this  indirect  annulment  of  State 
jurisdiction — the  exercise  of  a  function  of  the  State — by  the  mere  opinion,  and  it 
can  not  be  more,  conceivably  mere  caprice  of  a  single  commissioner,  where  it  is  a 
bare  majority  decision  that  a  discrimination  exists  against  interstate  commerce  at  a 
particular  point,  even  in  cases  where  no  traffic  of  the  sort  moves  or  could  move  to  or 
from  the  interstate  point,  though  important  as  a  movement  within  the  State.  Such, 
for  example,  as  lignite  in  Texas  but  none  to  Shreveport,  because  they  have  natural  gas. 

If  Congress  desires,  it  can  empower  the  Interstate  Commerce  Commission  or  other 
administrative  tribunal  to  prescribe  the  limitation  of  the  State  rate  or  practice  which 
it  finds  discriminates  against  the  interstate  traffic,  but  the  commission  ought  not  to 
have  the  power  which  it  did  exercise  in  the  Shreveport  case  to  absolve  the  railroads 
from  obeying  the  State  constitution,  laws,  rates,  and  regulations  on  all  traffic  between 
all  points  within  the  State,  which  the  Interstate  Commission  itself  can  not  regulate 
and  as  to  which  it  refuses  to  take  jiu-isdiction  because  the  act  to  regulate  commerce 
by  its  express  terms  declares  that  it  does  not  apply  to  traffic  moving  wholly  within 
a  State  not  destined  to  or  from  another  State  or  foreign  country. 

It  is  amazing  that  it  should  annul  the  State  constitution,  its  laws,  its  rates,  and 
thereby  license  the  railroads  to  go  unregulated  as  to  State  traffic  provided  only  that 
they  do  not  give  an  advantage  to  a  State  traffic  moving  the  same  distance  compared  to 
the  interstate  rates  on  traffic  to  or  from  the  selected  point.  Saying  nothing  of  the 
other  errors,  this  makes  distance  the  factor. 

If  the  Interstate  Commerce  Commission  is  to  have  the  power  exercised  in  the  ShreA'^e- 
port  case,  it  should  have  the  full  power  of  regulating  the  rates  and  practices  of  the 
State  as  to  traffic  where  it  licenses  the  railroads  to  disobey  the  State  rates  and  practices. 

This  is  not  a  difficult  thing  to  do  by  amendment  of  the  act,  which  might  easily  be 
expressed  in  various  ways.  My  suggestion  is  to  insert  in  the  clause  excluding  State 
traffic  the  exception: 

"Except  where  actual  and  manifestly  unjust  discrimination  or  undue  preference 
is  found  by  the  commission  on  specified  traffic,  moving  both  as  State  and  interstate, 
or  which  would  move  but  for  the  discrimination,  as  to  which  traffic  and  movement 
the  commission  may  exercise  the  same  powers  as  is  provided  by  the  act  to  regulate 
commerce  on  interstate  traffic." 

Congress  and  the  commission  are  bound  by  the  Constitution  to  recognize  the  right 
of  the  States  to  regulate  the  railroads,  their  rates,  and  practices  on  State  traffic,  unless 
under  the  commerce  clause  of  the  Constitution  the  jiurisdiction  may  be  invoked  to 
prevent  interference  with  interstate  commerce.  Since  that  is  not  provided  for  by 
the  act  to  regulate  commerce  nor  any  provision  made  for  the  commission  to  regulate  such 
rates  on  State  traffic  as  its  orders  have  by  indirection  annulled,  and  since  the  power 
does  exist  to  annul  State  regulations  to  prevent  discrimination,  it  is  imperative  that 
the  extent  of  the  power  be  defined  and  when  it  is  exercised  then  to  regulate  the  trans- 
portation as  to  such  traffic.  There  is  no  more  reason  to  expect  the  State  commissions 
not  to  follow  the  decision  of  the  Interstate  Commission  than  that  the  courts  of  the 
State  would  not  A-deld  obedience  to  the  decisions  of  the  Supreme  Court  of  the  United 
States.  Of  course  the  power  of  the  State  should  not  be  determined  in  a  case  of  Richard 
Roe  V.  John  Doe  on  the  mere  evidence  which  they  produce  in  a  case  where  the  State 
is  not  a  party. 
_  The  State  commissions  are  by  far  better  able  to  judge  of  the  State  rates  and  regula- 
tions than  the  Interstate  Commission.  It  is  no  answer  to  say  that  State  commissions 
are  often  inefficient.  The  presumption  must  be  indulged  in  making  laws  that  those 
who  are  to  administer  them  are  capable  of  doing  it. 

_  If  Congress  sets  about  to  do  it,  there  can  be  a  fairly  practicable  method  adopted  to 
give  the  Interstate  Commerce  Commission  the  control  of  such  State  rates  and  regula- 
tions as  is  permissible  under  the  Constitution  and  when  and  only  when  plainly  neces- 
sary. But  it  should  be  limited  to  the  necessity,  and  in  case  of  doubt  not  attempted 
to  be  used. 

Where  such  jurisdiction  is  taken,  there  should  be  cooperation  with  the  State  com- 
missions in  a  friendly  spirit,  but  that  naturally  follows. 

The  State  commission  should  be  given  a  first  show  to  perform  its  functions  over 
State  traffic,  and  an  appeal  should  by  some  method  be  provided  to  have  the  Supreme 
Coiu-t  determine  all  questions  of  law  and  constitutional  authority  involved. 

I  am  firmly  convinced  that  it  would  be  a  public  calamity  to  not  utilize  State 
commissions  in  making  State  rates  and  regulations. 

THE    MOST    IMPORTANT    JIATTERS    FOR    REGULATION    AND    CHANGES    THAT    APPEAR 

DESIRABLE. 

It  must  be  remembered  that  the  duties  and  liabilities  of  the  railroads  as  common 
carriers  are  defined  by  law  with  great  particularity,  and  if  the  law  be  carefully  analyzed 
it  will  be  found  that  little  remains,  if  anything,  to  be  done  on  that  score.     It  is  the 
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enforcement  of  obedience  to  those  requirements,  for  example,  that  rates,  rules,  regu- 
lations, and  practices  shall  be  just,  fair,  and  reasonable,  without  unjust  discrimination 
or  undue  preference,  which  lies  at  the  very  foundation  of  the  other  provisions  of  the 
law;  the  act  to  regulate  commerce. 

Of  these,  I  should  say  that  the  making  and  publishing  the  rates  and  charges,  the 
rules  and  regulations  as  to  their  application,  and  the  classifications  and  the  rules, 
regulations,  and  practices  as  to  the  service  and  requirements  made  of  shippers  and 
penalties  enforced,  all  contained  in  tariff,  classifications,  bills  of  lading,  and  receipts, 
shipping  contracts,  comprehend  the  encyclopedia  of  what  the  railroads  propose  to 
do  or  not  to  do  and  what  they  charge  for  doing  it. 

These  tariffs  and  classifications,  coupled  with  undecipherable  provisions  of  bills  of 
lading,  shipping  contracts,  and  tlae  like,  printed  in  such  small  type  as  to  require  a 
magnifying  glass  and  taking  so  long  to  read  that  no  business  can  wait  on  that  and 
impossible  to  understand,  are  as  mysterious  and  unknowable  as  the  Sanscrit,  except 
to  experts.  They  often  differ  as  to  the  interpretations.  They  are  Greek  to  most 
station  agents.  If  any  man  masters  one  it  is  changed  by  some  supplement  wholly 
unintelligible  on  its  face,  referring  to  some  other  issue  that  can  not  be  had  till  perish- 
able freight  would  spoil. 

I  say  that  this  system  of  deception  and  mystery  should  be  abolished  absolutely 
and  provide  for  defining  in  plain  language  and  figures  what  the  railroads, are  required 
to  do  and  what  the  shipper  has  to  pay  for  it  and  let  that  remain  in  effect  at  least  long 
enough  for  the  public  to  know  substantially  what  it  is. 

I  challenge  any  member  of  the  committees  in  Congress  to  whom  railroad  regulating 
laws  are  referred  to  examine  any  classification  or  any  tariff  coming  from  these  freight 
committees  from  any  district  and  say  that  he  can  understand  it.  What  a  senseless 
thing  to  pile  these  up  in  railroad  stations  to  give  publicity  to  shippers.  No  news- 
paper correspondent  or  paragi'aph  writer  can  possibly  give  out  correctly  as  a  matter 
of  news  these  changes  in  rates  and  regulations  and  classifications. 

\\Tiy  not  stop  this  sort  of  thing.  There  is  no  use  to  say  that  it  can't  be  done.  \\  e 
can  just  as  easily  do  it  as  the  State  of  Texas  does  (except  as  forbidden  by  the  Shrt'\e- 
port  case  and  injunction) . 

If  the  Government  owned  and  operated  the  railroads  the  rat( s  and  strvicc  would 
be  specified  on  paper  in  space  not  one-hundredth  as  much  as  these  car  loads  of  niysti  ry 
pamphlets  and  books  as  large  for  a  single  issue  as  a  phone  directory  for  a  large  city. 

That  is  one  of  the  stock  arguments  of  (iiovernment  owniTship.  As  an  argument  it  is 
a  mere  fallacy,  because  the  Government  is  just  as  able  to  tell  the  public  aud  railroads 
what  to  do  and  what  to  charge  for  it  as  it  would  l)e  its  own  railroad  oHictrs,  managers, 
and  employees. 

If  the  Government  makes  the  rates  that  is  what  will  happen.  I  assert  without  fear 
of  contradiction  from  any  except  those  who  keep  that  system  in  vogue  that  it  is  the 
greatest  abomination  in  the  whole  field  of  railroad  relation  to  the  public,  and  h  ads 
to  more  controversies,  hearings,  and  injustice  than  anything  else,  to  say  nothing  of 
millions  and  millions  of  dollars  of  useless  and  harmful  expense. 

This  is  the  one  great  change  necessary  in  tht>  law  and  its  administration. 

The  next  matter  I  shall  mention  is  the  unifi('atie)n  of  terminals  and  regulation  of 
their  use  and  charge  s  as  l)etween  carriers,  relie\ing  shippers  of  having  to  pay  terniinal 
charges  to  public  elepots,  stockyards,  and  the  like  and  let  the  compensation  be  com- 
prehended in  the'  rate. 

Everybexly  knows  the  crowded  conditions  of  cities  and  impossibility  of  each  rail- 
road having  its  own  te-rminal.  The  prohibitory  cost  prevents  constructing  new  lines 
of  railroads  to  commeie-ial  centers. 

The  next  important  matter,  is  the  great  undeveloped  West,  where  distance  is  an 
embargo  on  eleve'lopment,  needs  new  railroads  to  open  up  the  country  so  it  can  settle 
up  and  get  in  condition  to  suppeirt  railroads. 

There  is  a  strong  argument  for  (iove'rnnient  ownership  in  the  fact  that  the  West 
will  not  be  developed  without  it.  But  that  is  equally  fallacious,  because  the  Govern- 
ment does  not  have  to  own  or  operate  all  the  railroads  in  the  I'niteel  States  in  order 
to  build  or  subsidize  existing  eir  nenv  companie»s  to  luiilel  what  is  ne'e-t  ssary  as  a  measure 
for  the  development  of  that  great  region 

There  can  \n^  ne)  argument  against  (government  aid  to  get  such  roads  built  and 
operated.  It  is  strange  that  it  is  so  long  neglected.  The  prospects  of  protit  will  not 
induce  their  building  by  private  enterprise,  so  the  Government  should  aid  private 
enterprise'  to  l)uilel  anel  operate  them  until  Ihey  can  stand  alone'. 

So  here  again  can  be  calked  into  play  thut  great  force^  of  indivielual  initiative  with  a 
fair  degree'  of  (Tovernnie'nt  aiel  to  liring  it  intei  pla>-. 

Thereisne)thingin  theargume>nt  that  Gove'rnme'ulaid  inwayeif  land  was  S(iuandeTed 
in  our  Pacific  railroad  donations,  because  we  can  control  the  use  of  what  the  Govern- 
ment allows  as  an  aid  to  railroad  construction  in  whatever  form  it  mav  be,  as  well  as 
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we  could  its  expenditure  were  the  (xovernni!  nt  doing  it  under  Government  owner- 
ship and  op'^ration.  But  the  arid  West  must  have  raih'oads  and  it  is  up  to  the  Govern- 
ment to  supplv  them,  or  provide  the  means  wherebv  private  capital  can  afford  to 
do  it. 

CONSOLIDATIONS    DANGEROITS    WHERE    COMPKTITION    IS    PESTllOYEl). 

All  that  seems  necessary  to  say  about  this  sul^ject  is  that  only  such  combination  of 
railroads  should  be  permitted  as  will  not  unduly  stifle  competition  to  get  the  business. 
The  best  assurance  the  public  has  for  reasonable  service  is  the  desire  of  the  railroad 
to  get  the  business.  Destroy  that  and  public  service  of  an  efficient  sort  is  gone  and 
the  shipper  helpless.  Remember  that  the  service  rendered  the  individual  shipper 
consists  in  doing  so  many  things,  that  it  can  not  be  looked  after  in  detail  except  by  the 
persons  doing  the  work.  Responsibility  for  failure  is  difficult  often  to  locate.  If, 
therefore,  the  service  is  to  be  performed  by  employees  of  a  company  consolidated  with 
its  competitors,  so  that  each  employee  would  just  as  soon  see  the  traffic  go  to  the  other 
road,  indeed  often  prefer  that  it  would  to  avoid  work,  we  would  have  bad  ser-\ice. 
When  a  railroad  ceases  to  promote  enterprise  on  its  line,  as  it  would  where  securing 
the  traffic  was  of  no  elirect  benefit,  the  wheels  of  progress  are  slow. 

The  economies  by  consolidation  do  not  amount  to  much,  Wages,  cost  of  supplies^ 
and  material,  fuel,  construction,  depreciation,  interest,  taxes,  loss  anel  damage,  etc.: 
in  fact,  nearly  all  operating  expenses,  except  a  part  of  general  supervision  and  gen'  ral 
expense  would  not  be  reduceel  by  consolidation. 

If  you  get  imder  the  hide  in  this  propaganda  about  wasteful  competition,  you  will 
find  the  bankers  controlling  the  railroads  starteel  it  and  it  was  taken  up  by  a  lot  of 
officials  and  others  who  commend  themselves  to  the  public  by  putting  forth  as  their 
very  own,  these  words  of  wisdom  about  wasteful  competition  being  eliminated,  etc., 
and  prove  their  sagacity  by  referring  to  what  some  gi-eat  economist  among  captains  of 
industry  has  saiel.     So  it  is  with  editors. 

It  is  simply  a  new  tack  to  get  rid  of  the  antitrust  laws  that  the  same  people  have 
been  endeavoring  to  elo  in  various  ways  for  years. 

Evolution  and  revohition  take  no  backward  steps.  At  this  time  when  prices  and 
profits  are  so  outrageous  as  to  be  often  criminal  the  repeal  or  moelilication  of  laws  in- 
tendeel  to  promote  competition,  thereby  enabling  these  big  institutions  to  combine 
to  increase  cost  and  lessen  what  you  get  for  what  you  pay  but  paves  the  way  and 
invites  socialism.  Those  who  advocate  doing  the  one,  unwdttingly  open  the  door  to 
invite  the  other. 

Consolidation  of  railroads  into  systems  to  better  pulilic  service  and  the  upbuilding 
of  the  transportation  system  in  a  given  territory,  so  the  strong  can  care  for  the  weak, 
so  to  speak  and  that  so  balances  the  business  anel  income  that  although  there  is  a 
falling  off  in  traffic,  or  calamity  in  one  locality  where  the  system  lines  operate,  there 
is  compensation  by  prosperous  conditions  on  other  parts  of  the  system  thus  enabling 
the  system  to  keep  up  the  public  service  and  prosper  where  shorter  parts  or  branches 
if  independent  coulel  not  do  so.  If  this  sort  of  consolielation  eloes  to  some  extent  limit 
competition  it  is  overbalanced  by  the  general  benefits.  Such  consolidations  should 
be  encouraged. 

We  must  rememVjer  there  is  no  competition  in  rates  anel  can  not  be — it  is  the  service 
performed — the  in\'itation  of  competitors  to  get  business  for  the  rates  that  we  must 
retain  and  stimulate. 

CONCLUSION. 

I  have  no  i)artie'ular  bill  in  mind,  but  present  the  foregoing  ieleas  in  suppe)rt  of  the 
belief  that: 

1.  The  railroads  should  be  turned  back  as  soon  as  possible. 

2.  No  mere  experimental  operation  by  the  Government  should  be  attempted. 

3.  That  Government  operation  is  certain  to  be  elisastrors  under  present  conelitions. 

4.  That  the  greatest  measure  of  inelividual  initiative  and  energy  shoulel  be  preserveel . 

5.  That  competition  should  be  preserved. 

6.  Only  such  consolielations  as  will  beneiit  public  service  i.  cost  anel  disturb  com- 
petition for  business  least  be  permitted. 

7.  Against  unelertaking  any  shceme  of  (i()^"ernment  ownership.  If  that  is  ever  to 
come  let  it  not  be  attempted  to  build  it  on  the  present  superstructure. 

8.  Take  care  of  the  usefulness  of  the  State  regulations. 

9.  Reform  rate  making  so  as  to  place  the  eluty  on  State  and  National  Governments, 
with  regulated  traffic  departments  of  railroads  to  study  anel  submit  the  rates  desired, 
■with  actual  cooperation  at  their  meetings. 

10.  Stabilize  the  rates  and  simi:)lify  tariffs  and  classifications. 
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It  seems  sound  reasoning  therefore  to  say  that  whatever  is  done  in  the  way  of  con- 
solidation of  railroads  should  be  in  cooperation  with  the  several  States;  not  that  the 
States  control  the  Government,  but  that  their  control  of  the  railroads  be  not  arbi- 
trarily swept  aside.  The  Government  needs,  and  ought  to  want  the  aid  and  coopera- 
tion of  the  several  States.  The  people  of  the  several  States  have  a  right  to  it.  Let 
those  who  desire  to  disregard  the  constitution  first  amend  it  rather  than  ^iolate  it. 

I  think  therefore  that  a  branch  of  public  service  should  be  provided  for.  beginning 
with  the  States  as  units.  They  incorporated  these  railroads  and  ought  to  have  some- 
thing to  say  as  to  what  they  do  and  how  they  do  it  and  what  they  charge  for  it.  It  is  a 
balance  wheel  in  our  machine.  It  wdll  not  do  to  vest  all  power  in  any  one  tribunal. 
If  the  people  and  not  autocracy  rules,  the  power  must  not  be  taken  away  from  them. 
Every  man  of  experience  about  Washington  knows  enough  to  scent  danger  in  centraliz- 
ing everything  there.  This  is  a  big  country.  The  State  of  Texas  is  as  big  in  territory 
and  resources  if  developed  as  Germany.  We  paid  for  our  railroads.  Shall  our  rights 
be  taken  away,  except  during  emergency  of  the  Government? 

RESOLUTION    NO.   S^URGING   THAT    RAILROADS   BE   TURNED   BACK   TO   THIER    OWNERS, 

Whereas  the  transportation  of  live  stock  is  an  integraland  necessary  part  of  our  busi- 
ness— as  much  so  as  the  ownership  or  possession  of  a  ranch  and  the  facilities  for 
raising  live  stock — and  the  character  of  that  transportation,  and  the  cost  of  it, 
largely  determine  the  question  of  whether  our  business  can  be  successfully  con- 
ducted; and 

Whereas  the  American  National  Live  Stock  Association  has,  from  the  very  time  of 
its  organization,  given  special  study  to  the  problems  of  transportation  and  railroad 
operation,  rates,  and  service;  has  been  foremost  in  all  matters  of  legislation  to 
secure  the  best  service,  and  reasonable  and  nondiscriminatory  rates,  and  to  those 
ends  to  provide,  secure,  and  enforce  necessary  laws  and  effective  remedies;  and 
feels  certain  that  we  represent  the  wishes  and  desires,  and  reflect  the  judgment, 
of  the  stock  raisers  and  shippers  of  the  country ;  and 

Whereas  the  time  is  at  hand  when  Congress  should  act  in  the  matter  of  turning  the 
railroads  back  to  their  owners,  as  soon  as  this  can  be  accomplished  consistent  with 
the  public  service  and  in  fairness  to  the  railroads,  and  within  the  21  montlis  provided 
for  by  the  Federal-control  law :  Therefore,  be  it 
Resolved,    By   the   American   National   Live   Stock   Association,    in   convention 

assembled  at  Denver,  Colo.,  January  21-23,  1919,  that— 

(1)  The  railroads  should  be  turned  back  as  soon  as  possible,  consistent  with  public 
service  and  in  fairness  to  the  railroads. 

(2)  That  no  more  experimental  operation  by  the  Government  should  be  attempted. 
f3)  That  Government  operation  is  certain  to  be  unsatisfactory'  under  present  con- 
ditions. 

(4)  That  the  greatest  measure  of  individual  initiative  and  energy  should  be  pre- 
served. 

(5)  That  competition  should  be  preserved. 

(6)  That  only  such  consolidations  as  will  benefit  public  ser\-ice  in  cost,  and  dis- 
turb competition  for  business  least,  should  be  permitted. 

(7)  That  we  oppose  undertaking  any  scheme  of  Government  ownership. 

(8)  That  the  power  of  State  railroad  commissions  and  the  usefulness  of  the  State 
regulations  be  preserved. 

(9^  That  provisions  be  made  to  stabilize  the  rates  and  simplify  the  tariffs  and 
classifications. 

RESOLUTION    NO.    10 — SUSPENSION    OF    PROPOSED    ADVANCES   IN    RAILROAD   RATES. 

Whereas  the  railroad-control  act  approved  March  21,  1918,  took  away  from  the  Inter- 
state Commerce  Commission  the  power  of  suspending  proposed  advances  in  rates; 
and 
Whereas  in  justification  of  this  action  it  was  held  out  to  the  public  as  an  emergency 
matter  occasioned  by  the  supreme  needs  of  the  country  in  the  great  world  war 
which  has  now  ceased ;  and 
Whereas  the  railroads  of  the  country  have  made  use  of  this  provision  to  make  whole- 
sale and  revolutionary  changes  in  rates,  rules,  and  regulations  from  one  end  of  the 
country  to  the  other,  upsetting  established  rate  relationsliips  and  trade  conditions; 
Therefore,  be  it 

Resolved,  By  the  American  National  Live  Stock  Association,  at  its  twenty -second 
annual  convention,  January  21-23,  1919,  that  we  earnestly  petition  our  Representa- 
tives in  Congress  to  immediately  enact  into  law  the  Cummins  bill,  known  as  Senate 
bill  5020,  which  provides  for  the  restoration  of  the  suspension  powers  of  the  Inter- 
ate  Commerce  Commission. 
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Mr.  Cowan.  I  desire  to  submit  the  follo^ving  memoranda  of  points 
for  consideration,  mainly  with  respect  to  the  action  of  Congress  at 
this  session.  I  quite  realize  that  the  committee  must  give  great  con- 
sideration in  the  end  at  a  subsequent  session  of  Congress  to  a  more  or 
less  elaborate  amendment  of  the  law,  but  I  do  not  think  there  are 
very  many  vital  amendments  to  the  law  that  are  needed. 

I  think  they  are  mainly  matters  pertaining  to  procedure,  and  I 
wish  to  emphasize  this,  that  you  will  go  further  when  you  provide 
that  the  Interstate  Commerce  Commission  and  the  State  commissions 
shall  make  the  rates,  and  when  you  strike  out  the  expression  in  the 
act  to  regulate  commerce,  in  the  fifteenth  section,  "after  a  full 
hearing."  When  those  two  things  are  done  you  leave  the  railroad 
traffic  men  on  one  side  of  the  table  and  the  representatives  of  the 
shippers  on  the  other  to  respectively  present  to  these  con:imissions 
the  changes  which  ought  to  be  made  in  the  rates,  and  you  will  have 
simplified,  in  a  great  measure,  the  conflicts  in  jurisdiction  and  you 
will  have  brought  about  a  systematization  of  rates.  State  and  inter- 
state, under  which  these  respective  commissions  will  reach  adjust- 
ments avoiding  discrimination  arising  from  the  State  rates  as  com- 
pares to  interstate  rates. 

Senator  Kellogg.  Would  it  interrupt  your  statement  if  I  should, 
ask  you  a  question  while  you  are  on  this  subject? 

Mr.  CowAN.  Not  at  all. 

Senator  Kellogg.  Here  is  a  matter  that  I  have  been  considering 
somewhat.  To  be  sure,  if  an  intrastate  rate  discriminates  against  a 
person  or  community  on  specific  traffic,  and  is  so  found  to  discrimi- 
nate as  against  interstate  rates,  the  commission  may  set  aside  the 
State  rate  as  I  understand  the  law.  That  is  a  preliminary  statement. 
But  suppose  a  State,  as  we  are  informed  North  Dakota  did  the  other 
day,  passes  a  distance  tariff  law,  making  a  scale  of  rate&  in  the  entire 
State  much  below  what  they  were  before  the  war  commenced,  and, 
assuming  that  they  are  substantially  50  per  cent  of  the  present  inter- 
state rates,  now,  do  you  advocate  that  the  Interstate  Commerce 
Commission,  in  such  a  conflict  as  that,  would  have  the  right  to  equal- 
ize those  scales  of  rates,  or  must  the  intrastate  rates  go  in  and  the 
interstate  rates  be  raised  enough  to  make  it  up  ?  I  am  assuming  that 
the  interstate  rates  are  reasonable.  • 

Mr.  Cowan.  I  have  given  a  great  deal  of  consideration  to  that 
subject,  in  that  I  was  in  the  Shreveport  case  for  a  long  while.  I  have 
analyzed  it  from  a  legal  and  constitutional  standpoint  as  nearly  as- 
I  can,  and  I  am  of  the  opinion  that  it  is  settled  law  that  in  such  a 
case,  if  the  fact  be  admitted  that  there  is  discrimination  that  is- 
unjust  and  unreasonable  within  the  meaning 

Senator  Kellogg.  I  am  assuming  that  you  can  not  prove  a  dis- 
crimination as  between  places  or  shippers. 

Mr.  Cowan.  In  the  absence  of  discrimination  I  do  not  see  how  you 
can  deprive  the  State  of  the  right  to  make  the  rates,  so  long  as  they 
are  reasona])le  within  the  meaning  of  the  constitution  as  to  con- 
fiscation. 

Senator  Kellogg.  Assuming  they  are  barely  not  confiscatory. 

Mr.  Cowan.  I  think  that  will  be  determined  ultimately  along  the 
lines  of  the  decision  of  the  Supreme  Court  in  the  Ga&  case.  I  think 
they  must  be  reasonably  compensatory  in  order  not  to  be  confis- 
catory. They  got  so  close  to  it  in  the  Gas  case  I  think  that  is- what 
they  will  follow. 
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Senator  Kellogg.  You  think  that  the  States  should  be  allowed  to 
make  any  rates  they  please  so  long  as  they  do  not  confiscate  the 
property  of  the  railroads  ? 

Mr.  Cowan.  No  ;  I  do  not  quite  go  that  far,  but  if  it  is  not  unrea- 
sonably discriminatory,  yes. 

Senator  Underwood.  I  want  to  ask  you  about  a  matter  that  has 
a  bearing  on  this  matter,  and  it  is  a  matter  which  has  been  mulling 
in  my  mind.  I  do  not  know  whether  this  can  be  done  or  not,  but 
on  the  line  that  you  can  not  confiscate  this  property  and  must  allow 
a  reasonable  return,  I  think  the  Interstate  Commerce  Commission's 
returns  show  that  about  one-fourth  of  the  revenues  of  the  railroads 
is  raised  from  intrastate  rates,  and  about  three-fourths  from  inter- 
state rates — it  may  be  that  it  is  26  per  cent  from  the  intrastate  rates. 
Now,  if  Congress  were  to  pass  a  law  providing  that  the  railroads  are 
entitled  to  earn  so  much  and  only  so  much,  and  then  providing  that 
the  intrastate  rates  should  be  raised  25  per  cent  or  whatever  was 
their  proportion,  the  rates  to  be  fixed  by  the  State  commissions,  and 
the  other  three-fourths,  or  whatever  the  proportion  may  be,  to  be 
raised  on  the  interetate  rates,  these  rates  to  be  fixed  by  the  Inter- 
state Commerce  Commission,  in  the  firet  place,  would  that  be  work- 
able, in  your  opinion,  and,  in  the  next  place,  would  it  justly  meet 
the  situation  ? 

Mr.  Cowan.  Well,  I  rather  think,  without  going  into  detail  with 
respect  to  the  matter,  that  I  should  have  to  answer  both  questions 
in  the  negative.  It  is  an  extremely  difficult  problem  and  one  which 
never  can  be.  solved  precisely,  for  you  must  have,  if  you  have  reason- 
able rates,  rates  on  different  scales  in  different  localities.  There  is 
no  such  thing  as  so  adjusting  them  that  they  t-an  bo  made  the  same 
for  the  precise  service • 

Senator  Underwood.  You  understand  I  was  not  talking  about 
uniform  rates.     I  was  talking  about  the  aggregate  rate. 

Mr.  Cowan.  I  underetand  you. 

Senator  Underwood.  The  basis  of  each  individual  rate  to  be  fixed 
by  each  individual  commission. 

Mr.  Cowan.  Well,  we  did  it  fairly  well  for  a  great  while  without 
much  controvei"sy.  It  has  been  done  pretty  well  without  much  con- 
troversy, and  had  it  not  been  for  the  fact  tliat  the  Texas  Legislature 
passed,  in  its  railroad  act,  section  5,  which  specifically  provides  that 
the  State  commission  might  change  the  State  rates  in  order  to  meet 
interstate  competition,  to  protect  the  State  industries,  I  doubt  if  the 
subject  ever  would  have  oeen  very  much  discussed  even  up  to  this 
time. 

That  was  manifestly  wrong,  and  its  application  was  manifestly 
wrong.  Certainly,  the  State  must  submit  to  the  regulations  that  are 
necessary  in  order  to  carr}^  out  the  power  of  Congi'css  under  the  Con- 
stitution, and  it  can  not  discriminate  against  intei"statc  commerce. 
It  ought  not  to  be  permitted  in  cases  of  competition — and  nearly 
sU.  of  it  is  competitive  business — to  so  adjust  the  rates  that  it  will 
work  an  unreasonable  or  undue  preference  or  discrimination  witliin 
a  State  to  and  from  competitive  points  in  that  State  as  compared  to 
the  interstate  rates.  Neither  would  there  be  very  nuich  disposition 
to  do  that.  It  is  intensely  a  practical  proposition,  and  I  think  the 
practical  part  of  it  will  be  worked  out  by  giving  the  fuU  j>ower  to  the 
Interstate  Commerce  Commission  as  is  given  to  State  commissions, 


EXTENSION   OF  GOVERNMENT   CONTROL  OF  RAILROADS.      1303 

to  make  the  rates  with  some  regulations  which  will  enable  them  to 
cooperate  together  in  doing  it,  knowing  that  the  Interstate  Commerce 
Commission  can  set  aside  the  State  rates  and  that  the  courts  will 
sustain  it  in  case  those  rates  are  discriminatory  as  against  interstate 
commerce  or  as  against  persons  and  places,  as  Senator  Kellogg  has 
said. 

Senator  Cummins.  Judge  Cowan,  with  reference  to  the  question 
put  to  you  by  Senator  Kellogg,  you  answered  that,  in  your  opinion, 
a  State  rate  that  was  not  compensatory  was  a  discriminatory  rate. 

Mr.  Cowan.  I  do  not  think  I  intended  quite  to  say  that,  but  it  is  a 
confiscatory  rate  if  it  is  not  compensatory,  and  it  might  be  dis- 
criminatory. 

Senator  Cummins.  Who  is  to  determine  whether  the  rate  is  con- 
fiscatory or  not — the  Interstate  Commerce  Commission  or  the  State 
commission  ? 

Mr.  Cowan,  The  tribimal  before  which  the  question  arises  will 
have  to  determine,  whether  it  be  the  courts  or  the  respective  com- 
missions, of  course  subject  to  review  where  there  is  a  review  to  a 
superior  tribunal. 

Senator  Cummins.  There  is  no  review  of  a  State  rate  by  the  Inter- 
state Commerce  Commission  now. 

Mr.  Cowan.  There  was  in  the  Shreveport  case,  and  they  made  our 
rates  for  us. 

Senator  Cummins.  That  may  have  turned  out  so  in  practice,  but 
there  is  notliing  in  the  law  that  gives  them  the  right  to  appeal  from 
a  vState  commission  to  the  Interstate  Commerce  Commission. 

Mr.  Cowan.  No,  but  the  efi^ect  of  it  was  that  they  prescribed  that 
if  the  rates  in  the  States  were  lower  than  the  rates  contemporane- 
ously charged  to  and  from  Shreveport,  they  would  be  discriminatory, 
and  they  fixed  the  level  of  the  Shreveport  rates,  so  that  that  accom- 
plished the  same  thing. 

Senator  Cummins.  If  a  shipper  complained  to  the  Interstate  Com- 
merce Commission  that  a  certain  rate  is  discriminatory  because  it  is 
confiscatory,  the  commission  decides  that,  and  if  the  same  sliipper 
complains,  or  if  the  railroads  complain  to  the  State  commission  that 
the  rate  is  not  compensatory  the  State  commission  decides  that. 
Now,  how  are  those  two  conflicting  bodies  to  get  together  ? 

Mr.  Cowan.  The  proposition  I  started  out  on  was  not  intended  to 
lead  into  this  discussion,  but  it  was  that  the  power  to  make  interstate 
rates  should  be  lodged  with  the  Interstate  Commerce  Commission 
and  not  with  the  railroads,  and  the  power  to  make  State  rates  with 
the  State  commissions,  and  there  should  be  a  provision  whereby  the 
State  commissions  and  the  Interstate  Commerce  Commission  should 
have  a  system  of  making  rates  so  as  to  avoid  these  controversies; 
but,  as  I  say,  I  did  not  intend  to  get  into  a  discussion  as  time  forbids, 
of  these  various  questions  that  have  arisen  out  of  the  suggestions  you 
have  just  made. 

Senator  Cummins.  I  was  wondering  how  the  Interstate  Commerce 
Commission  could  be  given  authority  to  set  aside  the  State  law  of 
North  Dakota. 

Ml".  Cowan.  They  set  aside  our  State  statutes  in  Texas,  in  effect, 
hj  requiring  the  railroads  to  obey  these  orders,  holding  it  would  be 
discrimination  against  interstate  commerce,  and  the  Supreme  Court 
sustained  that. 
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Senator  Kellogg.  But  in  that  case  here  were  shipments  outside 
of  the  State  to  certain  markets  in  the  State  and  shipments  from  cer- 
tain markets  in  the  State  to  certain  markets  in  the  State,  and  they 
held  that  the  lower  intrastate  rates  were  necessarily  a  discrimination 
against  the  interstate  shipments,  the  two  shipments  coming  into  com- 
petition; but  suppose  they  do  not  do  that;  that  the  rates  in  the 
State  do  not  compete — that  is,  they  are  on  traffic  that  does  not 
compete — -but  are  too  low  to  give  the  railroads  what  the  Interstate 
Commerce  Commission  says  is  a  fan  and  reasonable  earning.  Will 
they  have  to  raise  the  interstate  rates  to  make  it  up  ? 

Mr.  Cowan.  They  will  not  have  to  do  that,  because  we  have  that 
very  case  in  Texas  in  the  Keagan  case.  When  the  State  rates  were 
too  low  the  Supreme  Court  of  the  United  wStates  sustained  the  injunc- 
tion against  them,  and  they  had  to  raise  them. 

Senator  Kellogg.  You  have  had  a  great  experience  on  this  sub- 
ject. I  should  like  to  have  3'our  views.  The  c^uestion  that  the 
Interstate  Commerce  Commission  has  to  decide,  as  to  what  is  a  fair 
and  reasonable  rate  for  the  traffic  is  a  different  question  than  what 
the  court  has  to  decide  as  to  what  is  a  reasonable  rate. 

Mr.  Cowan.  Precisely. 

Senator  Kellogg.  The  court's  question  is  whether  that  confiscates 
the  property.  The  Interstate  Commerce  Commission's  question  is 
whether,  under  all  circumstances,  the  rate  ^-ields  a  sufficient  levenue 
to  pay  a  fair  income  and  keep  the  pro])orty  up  and  furnish  good 
transportation  and  many  other  conditions. 

Now,  I  do  not  say  they  can  not,  but  it  might  be  that  railroads 
could  not  live  and  do  the  business  of  the  country  on  a  merely  non- 
confiscatory rate,  and  yet  the  state  may  make  just  a  barely  non- 
confiscatory rate  and  the  Intei-state  Comniorcc  Commission  can  not 
meet  it — can  they  ? 

Mr.  Cowan.  They  can  not;  neither  can  they  be  given  jurisdiction 
to  do  it. 

Senator  Kellogg.  That  is  the  question-  can  we  do  it? 

Mr.  Cowan.  I  have  had  that  up  many  times  and  discussed  it. 
I  guess  I  have  discussed  it  with  you  personally  ? 

Senator  Kellogg.  Yes. 

Mr.  Cowan.  It  is  an  extremely  difficult  problem  theoretically. 
I  doubt  if  it  is  a  difficult  one  practically,  whether  the  scheme  I  have 
suggested  will  work  out,  because  I  believe  the  States  generally  intend 
to  grant  fair  rates,  and  I  think  the  same  applies  to  the  Tntei'state  Com- 
merce Commission.  If  they  could  get  together  and  iix  these  rates 
at  the  outset,  I  think  many  of  these  dilliculties  will  disappear,  and 
that  is  the  reason  I  have  made  the  suggestion. 

Senator  Cummins.  I  asked  the  question  because  it  has  been  con- 
tended before  the  committee  by  a  very  excellent  lawyer  that  we  could 
confer  upon  the  Interstate  Commerce  Commission  directly  the  au- 
thority to  fix  rates  both  State  and  insterstate  as  well. 

Mr.  Cowan.  Not  except  for  the  purpose  of  requiring  the  railrojul 
companies  to  obey  an  order  of  the  Interstate  Commerce  Commission. 
That  would  be  the  limitation,  in  my  opinion,  but  I  would  not  mind 
writing  a  thesis  on  that  subject,  but  I  have  not  tlie  time. 

Now.  with  respect  to  the  restoration  of  these  remedies,  I  do  insist 
that  this  Congress  should  not  adjourn  without  doing  tliiit.  Ft  can 
not  hurt  anyi)ody,  and  the  people  are  tired  of  all  their  rights  being 
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relegated  to  Washington  for  some  man  to  determine.     It  ought  to  be 
a  government  of  law  and  not  a  government  of  the  discretion  of  men. 

Senators,  if  you  had  been  in  touch  with  the  people,  as  most  of  us 
have  who  live  out  there,  you  will  find  that  the  sentiment  is  universal 
upon  that  subject  and  it  is  entirely  independent  of  partisan  politics. 
They  want  to  be  let  alone  with  the  handling  of  affairs  as  they  used 
to  handle  them  and  where  they  could  resort  to  the  remedies  provided 
after  a  long  and  tiresome  effort,  and  have  those  remedies  where  they 
could  be  useful  when  they  needed  them  and  not  have  to  go  to  some- 
body to  find  out  when  they  might  even  begin  to  apply  for  some 
remedy. 

Senator  Cummins.  That  prompts  me  to  ask  a  question  about  the 
bill  to  which  you  are  now  referring. 

Mr.  Cowan.  The  bill  to  which  I  am  referring  simply  restores  what 
would  have  been  the  law  if  they  had  not  put  in  that  unnecessary 
provision  which  Mr.  McAdoo  said,  before  this  committee,  would  not 
be  utilized  to  initiate  the  rates.     I  heard  that  and  you  all  heard  it. 

Senator  Ccmmins.  I  am  very  much  interested  in  this  mattei,  be- 
cause it  is  my  bill,  and  that  is  the  reason  I  wish  to  ask  you  this  ques- 
tion. The  Director  General  has  issued  certain  general  orders  setting 
aside  the  State  laws  and,  in  some  cases,  the  constitutions  and  all  that 
sort  of  tiling,  which  do  not  refer  to  rates,  such  as  the  jurisdiction  of 
courts  and  who  should  be  sued,  and  everything  of  that  kind.  I  want 
to  ask  you  this  question :  Suppose  we  modify  the  law  in  that  particular 
and  take  away  from  the  President  and  the  director  general  the  right 
to  do  these  things,  how  will  we  go  about  setting  aside  the  orders  that 
he  has  issued  in  those  respects?  Will  we  have  to  do  it  directly  or 
will  those  orders  fall  with  the  repeal  of  the  law  ? 

The  Chairman.  I  think  they  will  fall.  In  fact,  the  law  on  its  face, 
as  I  read  it,  does  not  give  any  power  to  issue  any  of  the  orders  that 
were  issued.  The  rights  and  remedies  were  in  the  law  and  provided 
for  in  express  terms  by  the  law. 

Senator  Pomerene.  That  is,  where  an  order  has  been  issued,  en- 
tirely in  conflict  with  the  specific  provision  of  the  statute  which  was 
passed  by  Congress,  you  have  some  question  about  the  validity  of 
that  order? 

Mr.  Cowan.  Yes,  sir. 

Senator  Pomerene.  So  have  I. 

Mr.  Cowan.  It  will  not  hurt  anyone  if  Congress  expresses  itself 
very  positively  about  that. 

If  you  will  permit  me  to  proceed  with  some  statements  I  have  to 
make  here,  I  will  close  and  give  somebody  else  a  chance. 

With  regard  to  these  remedies,  rights  are  nothing  without  an 
adequate  remedy.  The  same  men  with  the  same  impulses  run  the 
railroads,  affording  only  what  they  wish  to  shippers.  The  law  has 
been  suspended,  in  effect,  so  that  there  is  in  practical  effect  no  right 
the  shipper  can  enforce.  The  shippers'  rights  are  in  the  main  by 
the  grace  of  the  Railroad  Administration.  The  railroads  are  being 
administered  in  time  of  peace  as  in  war,  in  the  name  and  by  the 
authority  of  the  United  States.  The  measure  of  their  duty  as  per- 
formed is  what  they  please  and  not  what  the  shipper  can  compel  in 
this  short  life,  and,  let  us  hope,  the  shorter  life  of  the  United  States 
Railroad  Administration. 
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For  the  purpose  of  the  demand  that  rate  making  be  fully  restored 
to  the  interstate  and  State  commissions,  according  to  their  constitu- 
tions and  statutory  gowers,  respectively,  as  before  the  war,  it  is  not 
necessary  to  show  injury  to  the  shippers  or  public :  they  are  entitled 
to  remedies  to  enforce  their  rights  in  time  of  peace.  There  is  a  uni- 
versal demand  for  it,  and  Congress  has  no  right  to  withhold  it,  and 
should  repeal  that  part  of  the  Federal  control  act  that  is  claimed  to 
take  away  these  remedies. 

For  this  purpose  it  is  unnecessary  to  stop  to  inquu-e  whether  a 
proper  construction  of  the  law  and  proclamation  for  Federal  control 
takes  away  those  remedies.  It  does  empower  the  President  to 
initiate  rates  that  are  beyond  suspension,  hence  absolute.  It  takes 
away  any  adecjuate  remedy  to  change  such  rates.  The  power  to 
make  rates,  coupled  with  the  obligation  for  the  standard  return  to  be 
paid  by  appropriation  invites  profligate  expenditures  and  inefficiency. 
An  investigation  that  this  committee  might  start  would  show  a  most 
astonishing  profligacy  of  the  expenditure?^  and  inefficiency,  and  it 
will  amaze  the  public  if  it  were  done,  and  it  ought  to  be  done. 

The  rates  having  the  effect  of  law  should,  of  course,  be  made  by 
lawful,  impartial  tribunals,  provided  by  law  and  responsible  to  the 
people.  What  is  said  of  rates  likewise  applies  to  what  the  raihoads 
propose  to  do  for  what  they  get — service.  There  are  no  penalties 
or  remedies  to  adequately  compel  the  doing  of  anything.  It  argues 
nothing  to  show  good  intentions  or  faithful  effort  on  the  ])art  of 
Raih'oad  Administration  oflFicials  to  do  the  right  tiling  in  all  cases. 
This  is  a  Government  of  law  and  not  of  men  or  it  is  not  a  Government 
at  all  under  the  Constitution,  of  men  chosen  by  the  peo^^le  to  adminis- 
ter the  law  and  not  discretion.  It  can  not  be  expected  that  these  men 
can  be  impartial,  when  the  greatest  service  they  can  render  the 
railroads  whom  they  have  served,  now  serve,  and  expect  to  serve, 
is  to  turn  them  back  with  the  legacy  of  exhorbitant  rates  for  the  least 
service  obligations.  It  does  not  matter  whether  they  are  doing  it 
that  way  or  not  when  it  comes  to  determining  the  rights  of  the  people 
and  the  shippers  to  all  the  rights  and  remedies  provided  by  the  law 
for  times  of  peace. 

The  great  principle  of  n^tribntive  justice  throughout  all  ages  is 
that  men  are  responsible  for  the  reasonable  and  probable  conse- 
quences of  their  own  acts,  and  upon  that  prhiciple  liable  for  acts 
of  negligence  The  purpose  of  the  law  is  to  provide  adequate  reme- 
dies to  enforce  these  rights,  to  do  wliicli  courts  are  established  and 
open  to  the  injured  party  on  equal  terms.  Every  obstacle  to  those 
remedit'.s  should  be  swept  away  by  affirmatively  so  enacting  and 
make  th<'.  railroads  under  Federal  control  liable  m  the  same  maimer 
as  under  the  control  of  the  proprietary  companies,  and  providing 
that  fuial  judgments  shall  operate  as  a  voucher  and  be  promptly 
paid.  The  idea  of  saying,  as  I  saw  written  in  one  of  these  orders, 
that  the  director  general  reserves  the  right  to  review  the  final  decision 
of  the  Supreme  Court  as  to  whether  or  not  they  will  pay  it  is  a  most 
absurd  thing. 

Senator  Pomerene.  What  order  is  that? 

Senator  (/Itmmins.  All  of  these  orders  are  in  the  record. 

Mr.  Cowan.  I  do  not  know,  but  I  can  find  it. 

Senator  Pomerene.  I  should  like  to  have  a  special  reference  to 
that  particular  order. 


EXTENSION   OF   GOVERNMENT   CONTROL   OF  RAILROADS.      1307 

Mr.  Cowan.  I  understand  that  that  order  was  quaUfied  subse- 
quentl}"  by  the  statement  that  if  it  had  observed  the  rules  that  were 
provided  for,  as  to  the  place  for  bringing  suit,  that  such  review 
would  not  take  place,  but  it  is  worth  your  while  to  investigate  to 
see  the  piles  of  claims — and  valid  claims — which  people  have  got 
thai  are  piled  up  down  here  in  the  Southern  Railway  office  building. 

Senator  Cummins.  I  think  that  order  has  hi  its  this  statement,  that 
if  the  director  general  feels  there  has  been  any  prejudice  or  passion 
in  the  award  of  the  jury  or  court,  then  he  would  feel  at  liberty  to 
review  the  whole  matter  and  pay  it  or  not  as  he  pleases. 

Mr.  Cowan.  I  got  up  before  a  meeting  dovvTi  in  Texas,  and  this 
matter  came  up,  and  I  denied  that  Mr.  Payne  ever  issued  such  an 
order.  They  said  they  would  read  it,  and  I  said  that  surely  he  was 
such  a  good  lawyer  he  would  not  issue  such  an  order  as  that,  but 
they  pulled  the  order  on  me  all  right. 

I  think  the  full  powers  of  the  commissions  and  courts  should  be 
restored  during  the  further  Federal  control,  and  I  think  there  is 
no  just  ground  to  wait.  If  the  people  have  a  right  to  be  heard, 
then  I  assert  that  this  demand  is  as  universal  as  it  is  right,  to  remedy 
the  constant  irremedial  wrongs  of  daily  and  hom-ly  occurrence. 
It  boots  nothhig  that  the  director  general  and  his  directors  do  not 
will  it  so;  they  can  not  be  heard  to  object  to  any  adequate  remedy 
to  require  what  is  right. 

I  wish  to  state  right  here,  that  in  an  extended  experience  with 
Mr.  Chambers  and  Judge  Prouty  and  others  of  the  Railroad  Admin- 
istration at  Washington  that  they  have  always  manifested  the  most 
extreme  desire  to  do  what  is  the  best  for  the  public,  but  when  you 
go  to  get  it  done  it  is  not  done.  I  will  undertake  to  say  that  the 
damage  that  has  accrued  from  the  shipment  of  perishable  freight — 
actually  damages — diu'ing  this  railroad  administration  of  a  year,  has 
been  equivalent  to  more  than  the  total  freight  rates  that  the  people 
of  this  country  have  had  to  pay. 

Senator  Poindexter.  What  do  you  mean  by  the  total  freight 
rates  they  had  to  lose — what  freight  rate  do  you  refer  to  ? 

Mr.  Cowan.  I  mean  the  total  rate  on  perishable  freight  does  not 
equal  the  losses  the  people  have  had  to  lovse.  The  law  provides 
they  shall  not  limit  the  liability  of  contract,  and  yet  here  is  a  case 
that  a  man  shipped,  that  I  happen  to  know  of  recently,  two  or  three 
carloads  of  sheep  from  Fort  Morgan  to  Omaha,  and  80  head  of 
lamb  were  lost  out  of  that  shipment,  and  the  attorney  for  the  Bur- 
lington had  the  nerve  to  say  that  they  were  not  liable  because  there 
was  an  attendant  in  charge  along  with  the  shipment,  and  the  reason 
for  that  was  a  decision  of  the  Supreme  Court  of  Minnesota  which 
was  based  upon  a  contract  which  is  now  prohibited  by  law. 

Just  such  things  as  that  are  of  daily  occun*ence  and  that  is  the 
reason  this  bill  should  be  passed  and  passed  without  any  question. 

Senator  Pomerene.  You  have  made  a  statement  there  about 
which  I  should  like  to  ask  a  question.  You  say  we  must  restore  the 
power  of  the  courts.  Have  the  courts  held  that  they  do  not  have  the 
power  to  overi'ule  these  orders  ? 

Mr.  Cowan.  Yes,  in  one  case,  the  St.  Louis  court  did,  but  I  do  not 
now  recall  just  what  they  did  hold. 

Senator  Pomerene.  I  saw  a  newspaper  report  the  other  day  of  a 
decision,  I  thiiik  by  the  Supreme  Court  of  New  York,  holding  directly 
the  contrary. 
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Mr.  Cowan.  The  Texas  Court  of  Appeals,  at  Amarillo,  following 
the  decision  in  the  St.  Louis  case,  held  that  these  orders  were  valid, 
fixing  the  venue,  and  some  other  regulations  that  I  do  not  recall  now. 
I  did  not  prepare  myself  on  that  because  I  understood  Mr.  Thorne 
presented  all  that.  Am  1  correct  on  that.  He  presented  those 
authorities  ? 

Senator  Cummins.  He  did.     He  presented  those  authorities. 

Mr.  Cowan.  Now,  this  committee  will  recall  that  representatives 
of  the  Railroad  Achninistration,  Mr.  Anderson,  and  IVIr.  McAdoo 
liimself,  and,  I  think,  possibly  Mj.  Payne — I  will  not  say  for  sure — 
repeatedly  said  it  was  not  the  intention  to  interfere  with  the  ordinary 
courts  of  justice  and  the  Interstate  Commerce  Commission.  I  heard 
it  here  and  before  the  Committee  on  Interstate  Commerce  of  the 
House.  Mr'.  Plumb  is  here,  and  he  heard  that  and  will  bear  me  out — 
at  any  rate,  the  record  will.  We  ask  nothing  more  in  times  of  peace 
than  that  we  have  carried  out  the  things  which  they  said  they  ex- 
pected to  do  in  times  of  war.  Why  should  the  ship})er  now  need  to 
argue  for  his  rights  ?  You  wUl  recall  that  they  insisted  that  the 
operating  income  would  pay  the  standard  return  and  submitted 
figures  which  they  said  proved  it;  you  were  misled  into  the  error  of 
submitting  the  Federal  control  bill  with  this  standard  return,  guar- 
anteeing in  effect  the  oonthiuance  of  the  sm'plus.  I  insisted  that  this 
standard  return  would  cause  an  increase  of  20  per  cent  in  the  rates 
and  these  gentlemen  argued  you  out  of  that.  You  thought  the  Gov- 
ernment would  not  lose  anything.  T  pre])ared  a  brief  and  presented 
it  to  all  the  Members  of  Congress,  showing  that  it  would  result  in  a 
20  per  cent  increase,  but  it  beats  that:  it  resulted  in  a  .30  per  cent 
advance,  followed  by  a  deficit,  calling  either  for  appropriation  or 
further  increased  rates. 

Senator  Keli.ogg.  Do  you  know  liow  much  the  increase  has  been 
in  the  operating  expenses  ? 

Mr.  Cowan.  It  has  been  more  tliaii  a  ])illii)n  dollars.  Mr.  Cham- 
bers says  they  will  have  to  have  a  further  increase.  But  it  was  not 
necessary  to  do  that.  This  was  simply  an  opportunity  to  spend 
money  and  spend  it  in  reckless  disregard  of  the  j)eople  who  have  to 
pay  the  taxes. 

Senator  Kellogg.  Did  you  see  the  statement  made  by  Judge 
Prouty  who,  I  understand,  is  in  charge  of  the  accounting  department 
or  has  been,  of  the  Railroad  Administration  i. 

Mr.  Cowan.  Yes,  sir. 

Senator  Kellogg.  His  statenreiit  was  that  in  the  month  of  De- 
cember of  this  year,  with  favorable  conditions  of  operation,  with  the 
increased  rates,  the  New  Haven  road  lacks  .'B325,000  of  earning  its 
operating  expenses,  and  the  Boston  &  Maine  lacks  r^.early  $2,000,000. 

Mr.  Cowan.  1  did  not  see  the  statement,  but  I  do  not  doubt  it. 
There  have  been  no  economies.  We  have  heard  about  the  economies 
to  be  efl'ected  by  cotisolidation,  but  there  have  been  none.  There 
have  been  increased  expenses.  Every  man  has  been  put  back  in  place 
and  wages  raised,  and,  in  instances,  they  have  been  made  retroactive, 
and  some  of  the  men,  recognizing  they  were  not  entitled  to  the  money, 
gave  it  to  the  Red  Cross.  I  think  there  is  some  sanity  in  the  men  who 
did  that.     The  people  should  not  have  to  pay  these  things. 

Senator  PorNDPiXTEu.  The  people  do  not  have  to  pay  it — the 
Government  pays  it.  That  seems  to  be  the  idea  in  some  people's 
minds. 
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Mr.  Cowan.  I  am  reminded,  in  that  connection,  of  Mr.  Sherman's 
statement  of  what  Henry  Ford  would  do,  that  he  could  fix  it  so  that 
everybody  would  have  a  good  living  and  everything  they  wanted  and  a 
$23  car,  and  nobody  would  be  out  anything. 

I  must  beg  your  indulgence  to  tell  one  story  which,  I  think,  will  be 
appreciated  about  the  revolving  fund.  A  negro  woman,  going  to 
deliver  her  laundry,  passed  a  merry-go-round,  and  her  little  boy  that 
she  had  with  her  wanted  to  ride.  She  said  she  didn't  have  any 
money  to  spend  on  riding  on  that  thing,  but  the  little  boy  begged  to 
ride  just  once.  She  did  not  have  a  nickel,  so  she  gave  him  a  half  a 
dollar,  and  went  on  to  deliver  her  laundry,  leaving  him  there;  and 
after  a  while  she  came  back  and  found  that  he  was  still  on  the  horse, 
and  she  said,  "What  you  doin'  there?"  He  said,  "I'm  riding." 
"Where's  that  change?"  The  little  boy  said,  "I've  done  rid  it  out, 
and  want  another  nickel  for  another  ride."  "What,  you  done  rid 
your  old  mammy  out  of  50  cents  ?     Where  has  you  got  ? ' '    [Laughter.] 

Now,  gentlemen,  there  is  a  limitation,  and  Mr.  Willard  knows  that. 
These  gentlemen  who  have  been  in  the  railroad  service  for  many 
years  miow  that  there  is  a  natural  limitation  to  get  money  out  of 
freight.  It  has  got  its  limitations  without  any  law.  You  can  not 
make  money  by  raising  freight  rates,  because  you  have  got  to  keep 
your  tonnage.  The  largest  amount  of  tonnage  that  will  move  at  some 
fair,  or  nearly  fair,  consideration  is  the  object  of  every  railroad  man 
that  knows  what  he  is  doing,  and  he  works  for  it.  When  you  go  too 
hi^  you  begin  to  kill  the  goose  that  lays  the  golden  egg. 

We  are  entitled  to  water  transportation.  We  are  entitled  to  have 
these  boats  put  in  from  New  York  to  Galveston  and  New  Orleans  to 
Galveston,  and  through  the  Panama  Canal,  and,  in  my  opinion, 
through  the  Panama  Canal  without  toll,  in  order  that  the  people 
may  have  an  opportunity  to  get  the  natural  advantage  of  the  high 
seas  that  have  been  spoken  so  much  about.  If  we  do  it,  we  will 
cheapen  freight  rates,  but  we  have  got  to  get  the  tonnage  and  keep 
the  tonnage  moving.  You  can  take  a  large  amount  of  stuff  like 
brick,  tiling,  lime,  cement,  stone,  sand,  gravel,  building  material, 
often  lumber,  steel,  coal,  and  heavy  articles  produced,  or  capable  of 
production  at  various  places,  and  if  you  have  high  rates  they  cease 
to  move  long  distances,  and  new  plants  spring  up. 

A  single  illustration  will  show  you  that.  St.  Louis  manufactures 
enormously  of  tiling  and  brick  that  we  used  in  Texas,  and  they  raised 
the  rate  5  cents  a  nundred  pounds.  What  happened?  It  brought 
about  the  construction  of  a  big  brick  and  tiling  factory  at  Texarkana, 
and  St.  Louis  never  did  get  that,  and  the  railroad  lost  that  revenue. 
So,  as  I  say,  there  is  this  natural  limitation.  We  could  not  increase 
the  rates  in  this  country  without  destroying  the  railroads  and  de- 
stroying the  business  of  this  country,  and  therefore  we  must  have 
economical  operation.  Economical  operation  is  an  absolute  neces- 
sity to-day  and  it  will  not  be  done  until  these  railroads  are  |)ut 
back  into  the  hands  of  the  railroad  men  who  can  economically  oper- 
ate them.     They  will  have  to  be  put  back  there. 

Again,  the  consolidation  or  pooling  of  competitive  lines  that  will 
destroy  competition  would  be  a  calamity.  Whenever  you  fix  it  so 
that  the  incentive  is  taken  away  from  a  given  railroad  to  get  patron- 
age of  the  shipper  and  hold  it  by  giving  him  the  best  service  for  what 
it  charges,  you  absolutely  destroy  the  public  service  and  ruin  the 
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shipper.  A  blind  man  can  see  that.  When  you  stop  to  consider 
how  little  economies  could  be  in  practice  brought  about  by  con- 
solidation or  pooling  of  competitive  lines,  that  you  can  not  readily 
provide  for  by  other  method  and  leave  competition  open,  you  will 
see  that  there  is  nothing  in  this  idea  of  consolidation  except  to  benefit 
the  railroads  at  public  sacrifice. 

You  might  consolidate  the  systems  and  make  therri  as  large  as 
you  please  to  take  care  of  branch  lines,  and  extensions,  and  the  more 
of  that  the  better,  but  when  you  consolidate  and  pool  parallel  com- 
peting lines,  and  put  it  where  the  railroad  companies  do  not  want 
your  business,  and  where  they  do  not  want  to  take  care  of  it  anyway, 
and  do  not  care  to  go  out  and  get  it,  then  you  destroy  the  econom- 
ical operation,  and  you  destroy  the  efficiency  of  the  service,  and  it 
will  not  do.  Besides,  the  economies  of  the  supposed  consolidations 
amount  to  nothing.  What  do  they  economize  on '(  Take  the  Santa 
Fe,  for  example,  and  the  Southern  Pacific,  for  the  Pacific  coast 
business.  You  would  not  save  anything.  "VMiat  would  you  save 
by  the  consolidation  of  that  business'^  All  wages  pooled,  all  de- 
preciation and  all  maintenance  and  all  overhead  charges,  and  charges 
for  superintendence  and  taxes,  and  all  fixed  charges — everything  has 
to  be  paid,  and  what  do  you  save '(  Nothing.  The  saving  lies  in 
the  consolidation  of  lines  which  extend  the  territory  or  take  in  the 
feeder  which  enables  the  bod}'  of  the  road  to  take  care  of  its  branches, 
like  all  these  big  railroad  systems.  1  believe  in  large  railroad  sys- 
tems, but  not  in  the  consolidation  of  parallel  and  competing  lines. 
There  may  be  some  instances  where  it  could  be  done,  but  let  those 
instances  be  defined  b}^  law,  and  then  let  the  Interstate  Conuuerce 
Commission,  after  full  hearing  and  due  consideration,  and  making  a 
record  of  it,  and  the  reasons  for  it,  permit  it  in  such  cases  as  the 
public  interest  may  require. 

As  to  the  building  of  new  lines  of  raihoad,  tlie  Government  will 
simply  have  to  provide  capitalization  in  some  sort  of  fashion,  and  to 
extend  the  lines  into  the  unoccupied  territory  of  this  country,  and  if 
it  does  not  do  it,  it  will  remain  unoccupied  and  undeveloped  terri- 
tory. If  that  is  done,  and  the  railroads  are  built  in  there,  in  the 
course  of  time  they  will  be  self-supporting,  but  the  Government  will 
have  to  provide  or  ought  to  provide  a  means  of  doing  that. 

I  ask  the  privilege  of  the  committee  in  filing  in  tne  record,  on 
behalf  of  myself  and  Mr.  Thorne  and  Mr.  Garey,  my  associates,  in 
representing  the  large  shipping  interests  that  we  represent,  a  brief 
upon  the  record  that  has  been  made  here. 

Senator  Pomerene.  How  long  a  time  will  you  desire  for  that? 

Mr.  Cowan.  If  Congress  is  soon  called  together,  then,  of  course, 
we  would  want  to  do  it  as  early  as  might  be  of  use  to  the  committee. 
We  could  not  do  it  previous  to  the  time  you  adjourn,  and  expect  that 
it  would  be  read,  because 

Senator  Watson.  You  can  file  that  in',!ei)entleiit]y  of  this  recor*! 

Senator  Pomerene.  That  can  be  done  at  a  later  (hiy. 

Mr.  CowAN.  I  am  very  soiry.  gentJenuMi,  that  1  took  so  much  of 
your  time. 

Senator  Poindexter.  Before  we  adjourn,  I  wo\ild  like  to  report 
to  the  full  committee  the  report  of  the  subconnnittee  to  which  was 
referied  Senate  bill  313,  which  makes  the  long  and  short  luud  clause 
of   the  interstate  commeice  act  a])solnte;  I  believe  an  order  was 
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given  that  it  should  be  reported  this  morning.  If  it  is  agreeable  to 
the  committee  I  should  like  to  get  some  action  of  the  committee  on 
t.his  report.  The  report  of  the  subcommittee  is  mianimous  in  favor 
of  the  bill.  It  is  a  subject  with  which  all  members  of  the  committee 
are  familiar;  it  has  been  threshed  out  for  a  long  time. 

Senator  Cummins.  Your  bill  makes  the  long  and  short  haul  clause 
absolute  ? 

Senator  Pons  dexter.  Yes. 

Senator  Kellogg.  When  was  that  submitted  ? 

Senator  Poindexter.  It  is  just  now  submitted.  It  was  submitted 
to  the  subcommittee  some  time  ago,  and  it  has  been  somewhat 
elaborately  reported.  Of  course,  it  is  a  subject  with  which  every- 
body is  familiar,  and  we  have  discussed  it  a  great  deal. 

Senator  Kellogg.  I  would  like  to  look  that  over. 

Senator  Pomerene.  We  have  no  quorum  here  this  morning,  so 
that  we  could  not  take  any  action  upon  it  anyhow. 

Senator  Clmmins.  Whenever  it  comes  up  I  want  my  vote  recor  led 
in  favor  of  the  bill.  It  is  a  subject  that  we  have  had  up  many,  many 
times,  in  the  committee. 

I  move  that  we  adjourn  now  until  10  o'clock  tomorrow  morning. 

Mr.  Bledsop:.  I  wish  to  han<l  into  the  committee,  foi-  the  record^ 
the  statement  of  Mr.  Samuel  Rea,  permission  to  do  which  was  extended 
to  him  by  the  committee  yestertlay. 

Senator  Pomerene.  Very  well. 

Mr.  Atkeson.  I  have  a  brief  statement  that  I  want  to  make  to  this 
committee,  and  I  piomise  not  to  exceed  10  mumtes. 

Senator  Pomerene.  Have  you  got  your  statement  written  out 't 

Mr.  Atkeson.  Yes,  sir. 
'    Senator    Pomerene.  Is    there    any    objection    to    the    statement 
going  into  the  record  ? 

There  seems  to  be  no  objection. 

Mr.  Bledsoe.  I  ask  that  this  statement  prepared  by  Mr.  Samuel 
Rea  be  incorporated  in  the  record. 

Senator  Pomerene.  That  may  be  done. 

STATEMENT    OF    MR.    SAMUEL    REA     (PRESIDENT    OF    THE 
PENNSYLVANIA  RAILROAD  CO.). 

Mr.  Rea.  I  am  gratified  that  the  railroad  situation  is  to  receive 
thorough  consideration  from  this  committee,  and  I  hope  the  remedial 
action  that  will  be  taken  will  bring  the  railroads  out  of  a  position 
involving  future  uncertainty.  I  believe  it  is  possible  to  thoroughly 
consider  and  recommend  a  plan  that  can  be  put  into  operation  in 
21  months  following  the  exchange  of  ratifications  of  the  treaty  of 
peace,  or  earlier  if  appropriate  legislation  has  in  the  meantime  been 
enacted  by  Congress. 

At  the  outset  let  us  recall  that  in  addition  to  operating  under  war 
conditions,  the  railroads  have  had  about  30  years'  experience  under 
the  Federal  act  to  regulate  commerce.  During  the  last  10  years  its 
scope  was  materially  enlarged,  and  during  the  same  time  numerous 
and  conflicting  State  regulatory  laws  were  added.  Many  of  these, 
unless  otherwise  provided  by  Congress,  will  again  confront  the  rail- 
roads at  the  conclusion  of  Federal  control.  It  is  very  essential, 
therefore,  that  a  comprehensive  view  of  the  railroad  situation  should 
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be  taken,  and  the  existing  laws  and  system  of  regulation  revised,  to 
meet  the  present  and  future  problems  of  the  National  transportation 
industry.  We  can  not  regard  the  country,  as  being  adequately 
•served  with  transportation  lines  and  facilities.  We  are  a  progressive 
Nation,  and  our  railroad  transportation  system  must  be  expanded 
to  meet  constantly  increasing  traffic  requirements. 

To  assist  in  the  deliberate  consideration  of  this  important  question 
the  railroad  executives  have  submitted  a  plan  for  the  consideration 
of  this  committee,  concerning  which  I  desire  to  express  the  following 
views: 

1.  PRIVATE    OWNERSHIP   AND  INDIVIDUAL    OPERATION   AND   INITIATIVE 

SHOULD   BE    CONTINUED. 

The  records  of  the  past  demonstrate  that  the  American  railways 
under  the  system  of  ownership  by  the  people  and  their  institutions, 
and  private  management  and  operation  as  distinguished  from  Gov- 
ernment ownership  and  operation,  have  produced  the  most  efficient 
and  cheapest  transportation  service,  have  paid  the  highest  wages, 
and,  I  have  little  doubt,  the  highest  taxes,  in  the  world.  The  evidence 
of  this  has  already  been  submitted  in  previous  hearings  before  the 
joint  committee  of  the  Senate  and  House,  generally  Iviiown  as  the 
Newlands  committee.  Therefore,  the  svstem  that  has  achieved  this 
for  the  country  should,  as  a  matter  of  National  policy,  be  continued, 
suitably  modified  to  meet  changing  conditions. 

2.  EXCLUSIVE  NATIONAL  REGULATION  OF  RATES,  INTERSTATE  COM- 
MERCE INSTRUMENTALITIES,  RAILROAD  SECURITIES,  AND  IMPORTANT 
CAPITAL   IMPROVEMENTS. 

The  necessity  for  exclusive  national  regulation  of  interstate  carriers 
arises  from  the  many  State  and  Federal  regulatory  laws  to  some  of 
which  I  will  refer,  and  the  numeroiis  separate  and  independent  com- 
missions created  have  naturally  resulted  in  multiple  and  confusing 
regulation  and  policies  that  have  seriously  restricted  the  develop- 
ment of  the  railroads  and  the  coimtry's  business  and  resources. 
Tb.e  conclusion,  after  many  years  of  experience,  is  tliat  sound  rail- 
road credit  and  im])roved  facilities  can  be  systematically  secured 
only  by  concentrating  the  regulatory  power  and  responsibility  in  the 
Federal  Government,  administered,  however,  through  agencies  con- 
venient to  the  public  of  the  several  States. 

The  necessity  for  relief  from  such  confusing  laws  and  regulatory 
policies,  which  no  single  Governmental  body  responsible  for  final 
results,  may  be  illustrated  by  the  financial  condition  of  most  of  the 
roads  for  several  years  prior  to  the  war.  Examine  the  Pemisylvania 
system,  with  which  I  am  most  familiar,  and  which  is  National  in  its 
service  and  location.  It  is  locatetl  in  13  States,  containing  about 
one-half  the  population  of  the  country,  lying  between  the  Mississippi 
River  and  the  Atlantic  seaboard,  and  north  of  the  Ohio  and  Potomac 
Rivers,  most  of  the  important  commercial,  manufacturing,  and  min- 
ing centers  of  the  country  being  located  in  these  States.  The  public 
service  of  the  Pennsylvania  system  represents  about  12  per  cent  of  the 
revenue  ton  mileage  of  all  the  railroads  of  the  country.  Its  property 
investment  in  road  and  equipment  is  over  $1,720,000,000.     The  sys- 


EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS.      1313 

tern  comprises  over  11,000  miles  of  first  main  track,  but  26,000  miles 
of  all  tracks  and  sidings.  The  traffic  of  the  Pennsylvania  system  is 
largely  interstate  passenger  and  freight  traffic,  because  its  lines  follow 
long-established  through  commercial  trade  routes. 

The  parent  company  was  chartered  in  1846  and  built  a  railroad 
from  Harrisburg  to  Pittsburgh,  and  subsequently  the  State  of  Penn- 
sylvania sold  to  the  Pennsylvania  Railroad  its  own  improfitable 
public  works,  consisting  of  railroads  and  canals  extending  from  Phila- 
delphia to  Pittsburgh. 

Under  State  laws  the  system  was  extended  into  other  States  than 
Penns3dvania,  through  leases  and  the  purchase  or  guaranty  of  stocks 
and  bonds  of  other  connecting  and  traffic-feeding  railroad  corpora- 
tions. These  State  laws  differ  as  to  the  formation  of  railroad  corpo- 
rations and  the  requirements  concerning  boards  of  directors;  in  the 
number  of  directors ;  in  the  width  of  roadbed  prescribed;  in  condem- 
nation proceedings;  in  railroad  widening  and  improving;  and  in  the 
acquisition  of  lands  for  terminals  and  yards,  etc.  They  also  differ 
essentially  as  to  the  powers  of  a  railroad  company  in  the  creation, 
issue,  and  approval  of  securities,  and  in  the  acquisition,  consolidation, 
or  merger  of  railroad  companies,  in  which  there  is  between  some  of 
the  States  absolute  disagreement  owing  to  conflicting  laws. 

CONFUSION   AS   TO    RATES. 

The  same  confusion  is  noted  in  rate  questions,  and  this  is  a  well- 
known  situation  all  over  the  country.  The  policy  laid  down  by  the 
Interstate  Commerce  Commission  on  behalf  of  the  Nation  is,  or  may 
be,  largely  nullified  by  any  State.  This  presents  another  argument 
for  national  regulation  to  develop  the  transportation  system  and 
efficiency  and  emphasizes  the  necessity  for  unified  Federal  regulation, 
and  if  it  were  adopted  I  feel  that  railroad  credit  would  be  much 
stronger  and  more  stable. 

CONFUSING   REGULATION    OF   SOME    OPERATING   FEATURES. 

There  is  also  serious  confusion  with  regard  to  operating  features 
such  as  extra  crew  laws,  motive  power  appliances,  crossings,  duplicate 
and  separate  investigations  of  accidents,  and  differences  as  to  proper 
minimum  clearances  for  overhead  and  side  obstructions.  Each  State 
naturally  views  these  matters  from  the  standpoint  of  its  own  laws, 
interests,  and  policies,  which  change  frequently,  and  obstruct  a 
unified  policy  of  the  Federal  Government. 

The  waste  and  lack  of  responsibility  behind  such  multiple  regula- 
tions, with  the  resultant  insufficient  net  profits,  has  caused  capital  to 
be  reluctant  to  enter  into  new  railroad  projects,  and  new  railroad 
construction  has  been  brought  to  a  standstill,  notwithstanding  the 
increase  of  .population  and  traffic. 

RAILROAD   TRAFFIC   IS   CHIEFLY   INTERSTATE. 

I  estimate  that  the  interstate  traffic  revenues  of  the  railroads  is 
about  85  per  cent  of  the  whole,  and  even  in  States  served  by  the 
Pennsylvania  system,  rich  in  natural  and  manufacturing  resources 
and  with  a  large  consmnmg  population,  the  traffic  revenues  before 
the  war  were  about  70  per  cent  interstate  and  30  per  cent  intrastate. 
117900— 19— VOL  1 83 
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Railroads  being,  therefore,  chiefly  national  carriers,  it  follows  that 
the  national  authority  should  be  responsible  for  their  regulation  in  the 
entire  country. 

RAILROAD    CREDIT   ON   TOO    NARROW    A    MARGIN. 

These  repressive  laws  and  different,  and  often  conflicting,  regula- 
tions have  not  permitted  the  necessary  margin  of  credit  upon  which 
to  obtain  capital  for  improvements  and  facilities  and  have  thereby 
restricted  the  country's  development.  Practically  all  the  railroads 
that  raised  additional  capital  for  several  years  preceding  the  war 
were  compelled  to  do  so  through  inci easing  their  debts  by  issues  of 
bonds  or  notes,  rather  than  tlu'ough  the  sale  of  capital  stock.  Even 
in  the  active  year  1916  not  a  single  share  of  new  capital  stock  was 
subscribed  to  or  listed  on  the  New  York  Stock  Exchange  for  any 
large  raihoad  system.  Raihoad  copapanies  which  tried  to  make 
such  stock  issues  were  compelled  to  withdraw  those  issues,  and  others 
had  to  resort,  to  short  terra  notes  in  lieu  of  long  term  securities,  all 
because  the  margin  of  profit  on  railroad  securities  was  too  small  and 
the  confidence  of  railroad  investors  was  disturbed. 

NATIONAL     REGULATION     OP     SECURITY    ISSUES    AND    IMPORTANT   CONSTRUCTION 

EXPENDITURES. 

From  what  I  have  stated  it  is  evident  tliat  in  my  opinion  the  rail- 
road question  is  chiefly  one  of  national  transportation  facilities, 
national  traffic,  and  national  finance.  Therefore,  in  a  complete  sys- 
tem of  Federal  regulation,  the  exclusive  power  to  supervise  and  author- 
ize the  issue  of  securities  by  interstate  carriers  should  be  the  function 
of  the  National  Government.  Tlio  railroads  should  have  the  ap- 
proval of  the  secretary  of  transportation,  whose  powers  and  duties  I 
will  hereafter  refer  to,  for  the  issue  of  securities  to  provide  for  their 
needs  and  similar  approval  for  important  capital  expenditures  for 
extensions,  branches,  and  terminals.  These  duties  are  exceedingly 
important  from  a  financial  and  traffic  standpoint,  and  they  will 
require  prompt  action  in  their  discharge,  for  which  some  executive 
officer  of  the  Government  should  be  responsible. 

3.    RELIEF    OF   THE    INTERSTATE    COMMERCE    COMMISSION. 

I  have  for  many  years  believed  that  by  reason  of  the  growth  of 
Federal  laws  and  regulation  requiring  the  discharge  of  extensive 
judicial,  executive,  and  administrative  duties,  the  Interstate  Com- 
merce Commission  should  be  relieved  of  some  of  its  present  duties. 
The  termination  of  Federal  control  will  again  burden  the  commission 
with  the  stupendous  work  of  handling  numerous  rate  cases  and  tariffs, 
railroad  accounting,  safety  appliance  acts,  hours  of  service  laws, 
railroad  valuation,  traffic  congestion,  and  car  distribution.  The 
suggestions  in  the  plan  presented  by  us  to  relieve  it  from  executive 
and  administrative  duties  and  constitute  it  a  judicial  body  to  pass 
upon  complaints  concerning  the  reasonableness  and  adeciuacy  of  rates 
and  traffic  practices  and  to  deal  with  discriminations,  but  retaining 
the  supervision  of  railroad  accounting  and  railroad  valuation  are 
demanded  in  the  interests  of  good  business  and  the  welfare  of  the 
public  and  the  railroads. 
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4.    DEPARTMENT   OF   TRANSPORTATION. 

To  undertake  the  administrative  and  executive  duties  of  the  com- 
mission with  reference  to  the  railroads,  the  suggestion  is  made  for  the 
creation  of  a  department  of  transportation  with  a  cabinet  officer 
called  the  "secretary  of  transportation"  as  its  head,  and  such  ad- 
ministrative assistants  as  may  be  essential  to  properly  observe  the 
transportation  needs  and  adequately  provide  for  the  same  by  such 
orders  as  he  may  be  authorized  to  make,  by  suggestions  and  co- 
operation with  the  carriers,  and  by  representations  to  the  Interstato 
Commerce  Com.mission  and  the  President.  He  would  also  be  re- 
sponsible for  the  approval  of  adequate  rates  and  revenues  to  provide 
and  maintain  such  proper  service  and  facilities  and  create  railroad 
credit  sufficient  to  meet  public  demands.  He  would  also  be  required 
to  protect  the  just  interests  of  employees,  shippers,  and  the  travelings 
public.  He  would  recomm.end  to  the  President  such  measures  land 
policies  as  would  promote  the  public  interest  and  the  adequacy  of  tlie 
transportation  service.  He  would  deal  with  suggestions  of  the  rail- 
roads as  to  traffic  distribution  and  the  joint  use  of  terminals,  distri- 
bution of  equipment,  and  also  a  proper  car  supply  for  shippers.  His 
approval  should  be  essential  to  new  issues  of  securities  and  important 
capital  expenditures  for  extensions,  branches,  and  terminals.  H© 
would  have  power  to  approve  or  disapprove  decisions  of  the  wage 
regulation  board  on  questions  respecting  wages  and  working 
conditions. 

To  my  mind,  if  there  has  been  one  helpful  situation  during  the  war 
to  prevent  delay  and  secure  results,  it  was  the  power  of  the  Director 
General  to  decide  transportation  questions  promptly.  The  railroad 
companies  and  the  secretary  of  transportation,  charged  with  execu- 
tive and  administrative  duties,  should  be  left  in  relatively  an  equally 
strong  position  to  act  promptly  and  decisively  in  executive  and  ad- 
ministrative questions,  subject,  however,  to  appeals  to  the  Inter- 
state Commerce  Commission  if  the  public  interests  are  not  properly 
safeguarded.  Through  this  officer  the  transportation  necessities 
would  become  the  direct  responsibility  of  the  Government  to  the 
country  at  lar^e,  but  this  officer  would  not  operate  the  railroads  nor 
appoint  any  of  its  officers  or  employees. 

5.    REGIONAL   COMMISSIONS. 

Suggestion  is  made  that  the  Interstate  Commerce  Commission 
may  divide  the  United  States  into  such  number  of  regions  as  it  may 
deem  wise  and  as  the  President  may  approve,  and  regional  ♦com- 
missions should  be  created,  consisting  of  one  member  for  each  of  the 
States  embraced  in  such  region,  to  provide  some  reflating  agencies, 
convenient  to  the  people  of  the  several  States.  Decisions  of  the 
regional  commissions  should  be  final  unless  the  Interstate  Commerce 
Commission  shall  otherwise  order. 

STATE    COMMISSIONS    AND    THEIR   DUTIES. 

The  State  commissions,  however,  should  continue  to  deal  with  the 
regulation  of  State  public  utilities,  and  to  perform  such  other  duties 
as  may  be  imposed  upon  them  by  their  respective  States,  but  as  to 
interstate  commerce  their  powers  should  only  include  the  regulation 
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of  such  of  the  intrastate  duties  of  interstate  carriers  as  do  not  affect 
other  States,  or  the  relative  burden  of  furnishing  and  sustaining  the 
facilities  and  instrumentalities  of  commerce  on  which  other  States 
are  likewise  dependent.  It  seems  quite  clear  that  no  State  should 
possess  the  power,  or  be  willing  for  any  other  State  to  possess  the 
power,  to  create  discriminations  between  the  traffic  in  one  State  and 
the  traffic  in  another,  or  by  inadequate  rates  to  make  a  smaller  con- 
tribution than  their  sister  States  to  the  support  of  the  transportation 
facilities  on  which  'both  States  are  obliged  to  rely  for  the  carr^TUg  of 
their  traffic.  No  matter  how  able,  or  just,  the  State  commissions 
may  be,  they  are  of  themselves  unable  to  relieve  interstate  carriers 
from  the  conflicts  or  burdens  imposed  by  their  owm,  and  other  State 
laws. 

A  couple  of  years  ago  I  looked  into  the  duties  and  work  of  the 
Pennsylvania  Public  Service  Commission  and  found  there  were  over 
3,700  public  service  corporations  under  its  regulatory  supervision, 
of  which  only  286,  or  less  than  8  per  cent  were  active  railroads. 
Now,  while  admitting  the  importance  of  active  railroads,  there  were 
still  3,414  corporations  carrying  on  27  different  varieties  of  public 
service  with  millions  of  dollars  of  capitalization,  with  their  rates, 
service  and  all  other  activities  affectmg  over  8,000,000  people. 
State  commissions  are  kept  busily  employed  and  with  the  growth  of 
population  and  business  their  responsibilities  will  increase. 

6.    RATES — THEIR   INITIATION,  APPROVAL,  AND   REVIEW. 

The  ability  to  promptly  initiate  reasonable  rates  would  be  helpful 
to  business,  and  would  remove  the  uncertainty  that  has  hurt  railroad 
credit  in  the  past. 

The  carriers  should  have  the  power  to  initiate  rates  to  accord  with 
the  business  conditions  they  are  forced  to  meet,  tiling  them  with  the 
secretary  of  transportation  for  approval,  with  the  Interstate  Com- 
merce Commission,  and  with  the  State  commissions,  such  rates  to 
become  efl'ective  30  days  after  being  filed  unless  a  shorter  period 
is  authorized  by  the  secretary  of  transportation.  All  rates  com- 
plained of  by  the  public  should  go  to  the  Interstate  Commerce  Com- 
mission for  review,  and  for  that  purpose,  in  respect  of  rates  not 
approved  by  the  secretary  of  transportation,  60  days  suspension 
should  be  allowed,  so  that  in  case  of  such  suspension  90  da3's  would 
elapse  between  the  notice  of  rate  changes  and  the  final  disposal  of 
the  question  by  the  Interstate  Commerce  Commission. 

In  the  event  that  the  period  mentioned  is  not  suificicnt  to  enable 
the  Interstate  Commerce  Commission  to  properly  consider  and  pass 
on  the  rates,  the  rates  should  be  allowed  at  the  expiration  of  suspen- 
sion to  go  into  effect,  the  rights  of  the  shippers  thereafter  to  be  pro- 
tected by  suitable  provisions  for  reparation. 

The  Interstate  Commerce  Commission  should  also  have  the  final 
power  to  decide  mijiimum  as  well  as  maximum  rates,  and  to  deter- 
mine the  relations  of  rates  and  differentials  whenever  necessary. 

7.    STATUTORY    RULE    FOR    REASONABLE    AND    ADEQUATE    RATES. 

No  scheme  of  railroad  regulation  can  be  successful  unless  tliero  is 
provided  in  the  statute  itself  an  assurance  that  tlic  returns  from 
railroad  operations  will  be  sufficient  to  pay  operating  expenses  and 
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taxes,  to  give  a  proper  return  on  the  investment,  and  to  furnish  a 
basis  of  credit  adequate  to  provide  for  the  public  needs  for  improved 
and  extended  facilities.  Otherwise  we  will  see  a  repetition  of 
restricted  railroad  credit  with  its  disastrous  consequences  of  limited 
facilities,  inadequate  for  the  commerce  of  the  country.  Practical 
experience  demonstrates  that  only  by  accommodating  the  public  is 
it  possible  for  the  carriers  to  be  successful,  and  contmue  a  sound 
system  of  finance  for  any  period  of  time. 

8.  WAGE   REGULATORY   BOARD. 

It  is  clearly  in  the  public  interest  and  equitable  to  both  labor  and 
capital  that  there  should  be  no  impairment  or  interruption  of  the 
movement  of  trains.  The  consequences  of  such  interruption  on  the 
food  and  fuel  supply  and  the  welfare  of  the  country  are  so  vital  and 
the  loss  to  business  and  the  interruption  of  communication  so  great 
as  to  bring  about  an  appalling  and  unnecessary  loss  and  sacrifice. 
Accordingly  the  secretary  of  transportation  should  have  a  wage 
regulatory  board  on  which  the  public,  the  employees,  and  the  em- 
ployers should  have  equal  representation.  Its  conclusions  should  go 
to  the  secretary  of  transportation,  who  should  be  the  final  authority 
to  decide  wages  and  conditions  of  service.  Pending  such  investiga- 
tion there  should  be  no  lockouts  and  no  interruptions  of  service. 
The  scale  of  wages  and  the  expense  incident  to  any  change  in  working 
conditions  recommended  by  the  wage  board  and  approved  by  the 
secretary  of  transportation  when  put  into  effect  should  be  recognized 
in  the  making  of  rates  as  a  legitunate  expense  in  transportation  in 
the  public  interest. 

9.    CORPORATE   UNIFICATION;    AND    COOPERATION    WITH    OTHER 

CARRIERS. 

It  is  clear  from  the  experience  of  the  past  and  from  the  testimony 
already  before  this  committee  by  the  Director  General,  and  from  the 
suggestions  of  the  President  of  the  United  States  to  Congress,  that 
existing  laws  should  be  modified  to  bring  about  further  railroad 
unification  and  cooperation  among  the  carriers.  In  the  Pennsyl- 
vania system  there  are  140  active  corporations  constituting  the 
railroad  system,  consisting  of  several  operating  railroad  companies, 
also  companies  whose  roads  are  operated  under  lease  or  contract,, 
bridge  companies,  ferry  companies,  electric  railway  companies,  stor- 
age companies,  terminal  companies,  and  water-supply  companies. 
While. these  140  companies  represent  what  were  originally  about  600 
eparate  small  companies,  further  unification  is  desirable  on  equitable 
terms,  and  could  be  accomplished  better  and  cjuicker  under  national 
legislation.  Tlierefore,  as  I  assume  the  conditions  on  the  Pennsyl- 
vania system  to  be  typical  of  many  of  the  larger  systems,  the  inter- 
state carriers  should  be  given  authority  to  acquire  the  property, 
stock,  and  securities  of  feeding  and  connecting  lines  in  their  territory, 
including  lessor  companies,  and  to  accomplish  consolidations  and 
mergers  subject  to  the  approval  of  the  secretary  of  transportation. 
In  view  of  the  manifest  tendency  of  public  opinion  toward  proper  and 
useful  consolidation  of  railroad  properties,  it  is  necessary  to  remember 
that  the  laws  of  many  of  the  States  in  their  conflicting  statutory 
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provisions  and  in  their  prohibitions  against  consohdations  constitute 
an  insuperable  obstacle  in  the  way  of  carrying  out  any  such  policy 
unless  national  authority  is  obtained  for  it. 

Subject  to  his  approval,  the  carriers  should  also  be  able  to  enter 
into  agreements  and  understandings  in  respect  to  any  cooperative 
arrangements  based  upon  experience  wliich  may  be  found  in  the 
public  interest  and  consistent  with  efficiency  and  economical  railroad 
transportation. 

10.    FUNDING    OF   INDEBTEDNESS    GROWING   OUT    OF    FEDERAL 

CONTROL. 

As  a  safeguard  against  delay  or  uncertainty  that  may  ensue  in 
making  final  financial  settlements  between  the  railroads  and  the 
■Government  when  released  from  Federal  control,  and  to  avoid  any 
disruption  of  the  financial  structure  of  the  country,  it  may  be  essential 
that  provision  should  be  made  to  fund  the  indebtedness  of  any  car- 
riers to  the  United  States  growmg  out  of  Federal  control. 

11.    FEDERAL   INCORPORATION. 

Federal  incorporation  of  the  existing  interstate  carriers  may  be 
essential  to  more  effectually  carry  out  the  foregomg  plan.  All  con- 
tract rights,  assets,  and  all  powers  and  franchises,  as  far  as  possible, 
of  the  existing  corporations  should  be  preserved,  in  addition  to  such 
general  powers  as  may  be  conferred  upon  the  corporations  by  such 
Federal  incorporation  act. 

CONCLUSION. 

Under  such  a  general  system  of  responsible  national  regidation, 
■containing  statutory  provisions  that  will  insure  reasonable  and  ade- 
quate rates,  the  railroad  companies  should  be  self-sustaining  and 
able  to  properly  serve  the  public,  and  they  should  not  become  an 
obstacle  to  industrial  and  commercial  progress,  nor  weaken  the 
financial  and  credit  stability  of  the  Nation.  Many  difierent  plans 
have  been  referred  to  in  the  public  press  as  a  basis  for  future  railroad 
relations  with  the  public  and  the  Government,  but  I  believe  that  the 
principles  of  the  plan  suggested  by  the  railroad  executives  should 
form  the  basis  of  future  congressional  legislation  and  will  prove 
more  satisfactory  and  less  costly  than  any  other  system  of  public 
regulation,  control,  or  ownership  so  far  suggested.  Under  the  plan 
suggested  by  the  railroad  executives  the  Nation  will  continue  real 
ownership  by  individual  citizens  and  their  institutions  of  the  rail- 
roads and  their  operation  and  use  by  them,  subject  to  the  responsible 
national  regulation  herein  outlined;  will  preserve  individual  initia- 
tive; will  avoid  the  disturbance  and  economic  waste  caused  by 
•changing  policies  and  divided  responsibilities;  will  be  able  to  respond 
promptly  to  commercial  needs  and  necessiti'es ;  and  also  be  free  from 
other  drawbacks  that  have  resulted  wherever  Government  ownership 
and  control  has  been  applied. 

(Whereupon,  at  11  o'clock  a.  m.,  an  adjournment  was  taken  until 
to-morrow,  Friday,  February  21,  1919,  at  10  o'clock  a.  m.) 
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United  States  Senate, 
Committee  on  Interstate  Commerce, 

Washington,  D.  C. 
The  committee  met  pursuant  to  adjournment  at  10  o'clock  a.  m., 
Senator  Ellison  D.  Smith  (chairman),  presiding. 

The  Chairman.  The  committee  will  come  to  order.  We  will  hear 
first  this  morning  Mr.  Thomas  C.  Atkeson. 

STATEMENT  OF  MR.   THOMAS  C.  ATKESON. 

Senator  Pomerene.  I  understood,  Mr.  Atkeson,  that  you  asked 
for  10  minutes  ? 

Mr.  Atkeson.  Yes;  10  or  15  minutes. 

My  name  is  Thomas  C.  Atkeson,  and  I  will  say  by  way  of  intro- 
duction that  I  am  now  the  National  Grange  representative  in  charge 
of  its  Washington  office,  at  the  corner  of  Seventh  Street  and  Louisiana 
Avenue  NW.,  which  was  established  January  1,  1919,  in  accordance 
with  the  following  resolutions  adopted  at  the  fifty-second  annual 
session  of  the  National  Grange  at  Syracuse,  N.  Y.,  last  November: 

Wheraas  tha  emergencies  now  confronting  our  country  and  especially  our  agricul- 
tural industry,  make  it  imperative  that  the  National  Grange  should  have  a  duly 
accredited  repres 3ntative  at  the  National  Capital;  therefore  be  it 

Resilved,  That  the  executive  committee  is  hereby  instructed  to  immediately  estab- 
lish Grange  headquarters  in  Washington  City,  under  such  safeguards  and  conditions 
as  they  may  deem  expedient,  with  due  regard  for  the  protection  of  the  character  and 
good  name  of  the  grange. 

Resolved,  That  said  headquarters  shall  be  under  the  direction  and  control  of  said 
executive  committee,  and  may  be  discontinued  at  any  time  at  their  discretion. 

Resolved,  That  said  headquarters  may,  and  in  our  opinion  should,  cooperate  with 
other  farmers'  organizations  in  support  of  such  policies  or  measures  as  may  be  mu- 
tually agreed  upon. 

There  are  other  people  claiming  to  represent  agriculture.  The 
Grange  is  an  organization  of  real  working,  producing  farmers,  which 
has  been  in  successful  and  continuous  operation  for  52  years,  and  now 
has  a  wide-awake,  loyal  membership  of  more  than  a  million,  who 
occupy  at  least  600,000  American  farms.  They  are  too  busy  at  work 
on  their  farms,  trying  to  feed  a  hungry  world,  to  spend  much  time  at 
Washington,  so  that  they  have  estabUshed  this  office  here  in  order 
that  their  representative  may  talk  things  over  with  Senators  and 
Congressmen  and  present  the  farmers'  side  of  the  many  questions 
constantly  coming  up  during  this  time  of  readjustment  in  which  the 
farmers  are  so  vitally  interested.  I  want  to  assure  you  that  they  are 
thinking  of  these  things  as  they  go  about  their  work,  and  are  talking 
about  them  when  they  meet  in  their  granges  and  other  organizations. 
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Every  farmer  in  this  country  is  deeply  interested  in  the  transporta- 
tion, marketing,  and  distribution  problems  now  confronting  us.  At 
the  last  session  of  the  National  Grange  it  declared  that — 

Profitable  agriculture  is  the  kejTiote  of  our  declaration.  A  prosperous  and  pro- 
gressive agriculture,  with  an  independent  self-respecting  citizenship  in  the  open 
country,  in  the  surest  guarantee  of  an  enduring  national  life.  Farming  must  be  made 
as  profitable  as  any  other  occupation  involving  the  same  amoimt  of  investment, 
business  ability  and  hard  work,  or  our  democracy  must  fail  and  our  people  go  hungry. 

On  the  subject  cf  railroads,  which  is  the  subject  this  committee  is 
now  considering,  it  unanimously  declared: 

For  35  years  the  National  Grange  has  advocated  the  strictest  governmental  regu- 
lation of  all  public  utilities.  We  demand  that  when  the  railroads  are  returned  to 
their  former  owners  in  accordance  -with  act  of  Congress  that  the  abuses  of  the  past, 
arising  from  overcapitalization  and  mismanagement,  be  corrected.  We  favor  coop- 
eration between  railroads  that  necessary  economies  in  management  may  be  accom- 
plished and  the  most  efficient  service  rendered  to  the  public. 

Where  the  words  "We  demand  that  when,"  etc.,  arc  used,  we 
beUeve  the  word  "if"  may  fairly  be  substituted  for  "when."  In  its 
more  than  50  years  of  existence  the  National  Grange  has  never 
indorsed  Government  ownership  of  railroads,  neither  has  it  opposed 
it.  So,  elimmating  that  phase  of  the  subject,  I  believe  the  above 
declaration  expresses  the  ophiion  of  an  overwhelming  majority  of 
the  farmers  at  this  time. 

I  heard  some  statements  here  the  other  day  that  would  probably 
controvert  that.  They  believe  that  21  months  after  the  declaration 
of  peace  is  sufficient  time  for  Congress  to  formulate  and  put  into 
operation  some  definite  policy  in  regard  to  the  railroads. 

The  action  of  the  National  Grange  is  in  substantial  accord  with 
Senate  bill  5432,  which  provides: 

That  the  Federal  control  of  railroads  and  transportation  systems  herein  and  here- 
tofore provided  for  shall  continue  for  and  during  the  period  of  the  war  and  for  one 
year  and  nine  months  next  following  the  date  of  the  proclamation  by  the  President 
of  the  exchange  of  ratifications  of  the  treaty  of  peace,  unless  Congress  otherwise 
directs. 

I  understand  somebody  has  said,  ui  the  newspapers,  that  that 
would  be  offered  as  a  rider  on  some  appropriation  bill. 

This  bill  provides  that  the  railroads  shall  remahi  under  Govern- 
ment operation  for  21  months  "unless  Congress  otherwise  directs," 
which  puts  the  responsibility  where  it  seems  to  belong.  The  con- 
verse of  that  is  that  it  has  been  for  some  time  where  it  does  not 
belong. 

In  view  of  the  action  of  the  National  Grange,  which  I  represent, 
and  as  my  own  judgment,  I  do  not  hesitate  to  say  that  I  believe  the 
bill  under  consideration  should  be  promptly  enacted  hito  law. 

Senator  Pomerene.  To  which  bill  are  you  referrhig  there  ? 

Mr.  Atkeson.  The  bill  referred  to  is  the  Cummhis  pr<^position,. 
from  which  the  above  quotation  was  taken.  There  ar?  bills  and 
bills.  As  I  say,  this  statement  is  a  little  indefinite.  Whether  it 
should  require  more  or  less  than  21  months,  Congress  should  take 
time  to  correct  "the  abuses  of  the  past,  arising  from  overcapitaliza- 
tion and  mismanagement."  Since  the  days  of  the  so-called  Granger 
legislation  in  the  early  seventies,  the  Grange  has  stood  for  the  strictest 
Government  control  of  railroads,  with  an  insistent  demand  that  the 
public  be  protected  against  every  form  of  exploitation,  discrimbiation, 
and  injustice. 
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I  just  wanted  to  put  that  in  the  record,  because  it  does  not  look 
like  some  other  things  that  have  gone  into  the  record. 

Senator  Robinson.  What  do  you  mean  by  that  statement — that 
it  does  not  look  like  some  other  things  that  have  gone  in  to  the  record  ? 

Mr.  Atkeson.  Well,  to  be  specific,  I  represent  an  organization  of 
farmers,  as  I  have  said  there,  that  is  52  years  old,  and  that  we  are 
not  in  favor  of  Government  ownership.  Perhaps  that  is  all  that  it 
is  necessary  to  say. 

Senator  Robinson.  You  refer,  then,  I  assume,  to  the  position 
taken  by  the  representatives  of  the  Farmers'  National  Council  and 
the  Farmers'  Cooperative  Union  of  America  ? 

Mr.  Atkeson.  Anybody. 

Senator  Robinson.  Well,  they  did  take  that  position. 

Mr.  Atkeson,  I  do  not  undertake  to  say  who  it  was.  I  just 
wanted  this  committee  to  have  this  statement  from  the  representative 
of  this  organization  that  I  represent,  and  I  have  tried  to  make  it  clear. 

Senator  Robinson.  Did  you  state,  in  the  beginning  of  your  re- 
marks, what  are  the  evidences  of  the  fact  that  your  views  are  also 
the  views  of  the  organization  that  you  represent  ? 

Mr.  Atkeson.  Not  in  the  beginning,  but  further  down. 

Senator  Robinson.  Well,  I  meant  to  inquire  whether  the  record 
shows  that? 

Mr.  Atkeson.  Yes. 

Senator  Robinson.  That  you  have  the  authority  to  express  the 
views  of  that  organization,  and  you  have  expressed  them  ? 

Mr.  Atkeson.  Yes. 

Senator  Robinson.  How  was  that  opinion  ascertained ?     By  vote? 

Mr.  Atkeson.  The  resolutions  that  I  read  were  enacted  by  the 
body  at  its  last  session,  at  Syracuse,  N.  Y.,  and  I  have  said  to  our 
people  that,  while  I  represent  them,  if  they  say  that  black  is  white, 
I  will  come  down  here  to  Congress  and  try  to  prove  it. 

Senator  Pomerene,  Those  resolutions  referred  to  the  creation  of 
some  executive  body  of  the  Grange,  did  they  not  ? 

Mr.  Atkeson.  That  was  the  establishment  of  the  headquarters 
here,  but  the  resolution  bearing  on  railroads  is  included  in  the  paper. 

Senator  Robinson.  How  was  that  resolution  adopted  ?  How  do 
we  know  that  the  resolution  expresses  the  bona  fide  opinion  of  the 
Grange — of  the  entire  membership  of  the  Grange? 

Mr.  Atkeson.  In  this  particular  case,  when  we  met  at  Syracuse 
last  November — and  they  meet  annually — we  had  in  that  city  about 
4,000  people,  representing  farmers  from  Maine  to  California. 

Senator  Robinson.  It  was  a  national  convention  of  the  organi- 
zation ? 

Mr.  Atkeson.  A  national  meeting,  and  I  represent  the  national 
organization. 

Senator  Robinson.  It  was  composed  of  delegates  chosen  by  the 
various  local  organizations,  was  it  ? 

Mr.  Atkeson.  The  Grange  is  different  from  some  other  organiza- 
tions in  that  it  has  subordinate  organizations,  and  then  it  has  county 
organizations  and  State  organizations  and  a  national  organization, 
and  the  national  organization  is  made  up  of  delegates  from  the 
several  States. 

Senator  Robinson.  Was  this  the  National  organization  that 
adopted  these  resolutions  ? 
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Mr.  Atkeson.  Yes. 

Senator  Robinson.  Were  the  resolutions  debated? 

Mr.  Atkeson,  They  were  debated  at  considerable  length,  and  all 
the  proceedings  were  published  in  the  Journal  of  the  Organization, 
but  I  have  just  quoted  the  one  resolution  bearing  on  the  railroad 
problem. 

Senator  Robinson.  Was  a  formal  aye  and  no  vote  taken  on  that 
resolution?  In  other  words,  do  you  know  now  many  delegates 
voted  for  the  resolution  and  how  many  voted  against  it  ? 

Mr.  Atkeson.  This  was  an  unanimous  vote.  It  is  a  delegate  body 
and  every  delegate  voted  for  the  proposition. 

Senator  Robinson.  There  was  no  opposition  to  it  at  all? 

Mr.  Atkeson.  There  was  not  a  negative  vote. 

Senator  Robinson.  Was  there  any  opposition  to  it  in  the  discus- 
sions that  preceded  the  adoption  of  the  resolution  ? 

Mr.  Atkeson.  Oh,  yes;  there  were  some  adverse  viewpoints. 
There  are  a  few  people  that  favor  Government  ownership  in  the 
organization. 

Senator  Robinson,  What  I  am  trying  to  get  at  is  the  unanimity 
of  sentiment  on  this  subject  of  the  people  who  belong  to  that  organi- 
zation. I  can  not  conceive  that  they  would  all  take  one  viewpoint 
on  the  subject,  and  what  I  want  to  know  is  if  you  have  any  way  of 
telling  me  or  of  ascertaining  what  proportion  of  the  Grange  favors 
Government  ownership,  if  any  of  them  do,  and  what  proportion 
opposes  it. 

Mr,  Atkeson.  I  would  say  that  out  of  the  voting  delegates  not  10 
per  cent  of  them  in  any  degree  favor  Government  ownership. 

Senator  Cummins.  This  resolution  does  not  express  any  opinion 
one  way  or  the  other  about  Government  ownership. 

Senator  Robinson.  It  does  not? 

Senator  Cummins.  No. 

Mr.  Atkeson.  I  made  the  statement  that  for  35  years  this  matter 
has  come  up  annually  in  one  form  or  another  before  this  body  and 
they  never  have  declared  in  favor  of  Government  ownerehip  of  rail- 
roads, but  they  have  equally  refrained  from  expressing  an  adverse 
opinion. 

Senator  Robinson.  Oli,  I  see.  So,  as  a  matter  of  fact,  the  Grange 
has  not  yet  taken  a  position  in  its  organization  with  ref^pect  to  Gov- 
ernment ownership,  either  in  favor  of  or  against  it  ? 

Mr.  Atkeson.  No;  that  is  right.  After  a  debate,  which  developed 
some  friends  on  both  sides,  this  resoluti(Mi  was  adopted. 

Senator  Robinson.  What  is  the  total  membership  of  your  organi- 
zation ? 

Mr.  Atkeson.  The  actual  bona  lide  mcmbei'ship  is  around  about  a 
million,  and  we  represent  people  who  live  on  about  600,000  farms  in 
this  country. 

Senator  Robinson.  Are  aU  the  States  represented  ? 

Mr.  Atkeson.  No;  33  of  them  have  State  organizations.  The^ 
have  to  liave  a  certain  number  in  order  to  be  entitled  to  a  State 
organization.  There  are  a  number  of  States  that  liave  State  organi- 
zations, but  the  organization  is  stronger  in  New  York  State  than  in 
any  other  State,  with  about  125,000  mombei's. 

Senator  Pomerene.  What  is  your  personal  opinion  with  respect  to 
Government  ownership  ? 
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Mr.  Atkeson.  I  am  here  in  a  representative  capacity. 

Senator  Pomerene.  I  do  not  care  anything  about  that.  I  am 
asking  your  individual  view  about  it. 

Mr.  Atkeson.  As  a  personal  matter  I  would  not  care  particularly 
to  have  this  go  into  the  record,  but  I  have  been  converted  a  good 
•deal  against  Government  ownership  during  the  last  two  or  three 
years. 

Senator  Pomerene.  I  was  not  able  to  be  here  and  hear  the  testi- 
mony of  Mr.  Marsh.  As  I  understand  it,  he  claimed  to  represent  the 
•entire  agricultural  interests  of  the  United  States.  You  heard  him, 
•did  you  ? 

Mr.  Atkeson.  I  heard  him;  yes. 

Senator  Pomerene.  Was  that  his  position  ? 

Mr.  Atkeson.  I  think  so.  He  spoke  about  representing  the 
farmers.  If  you  had  put  the  question  to  him  in  that  particular  way 
I  think'  he  would  have  answered  affirmatively.  In  fact,  he  dis- 
claimed representing  the  National  Grange,  as  I  understood  it.  He 
referred  to  the  fact  that  I  was  present,  and  he  did  not  claim  to  rep- 
resent the  same  organization  that  I  represent. 

Senator  Cummins.  Mr.  Marsh  recited  in  the  record  the  organiza- 
tions which  he  represented. 

Mr.  Atkeson.  Yes;  he  named  those  that  he  represented. 

Senator  Cuivimins.  There  were  a  good  many  of  them. 

Senator  Keli.ogg.  Is  it  your  opinion  that  the  farmers  generally 
throughout  the  United  States  favor  Government  o\\^lership  or  do  not 
favor  Government  ownership  ? 

Mr.  Atkeson.  It  is  my  opinion  that  they  do  not,  but  that  is  a 
mere  personal  opinion.  I  will  say  that  a  considerable  percentage  of 
them  do,  but  I  wiU  say  this,  that  I  am  thoroughly  satisfied  that 
fewer  of  them  favor  it  now  than  did  18  months  ago.  I  have  not  a 
particle  of  doubt  on  that  proposition.  I  might  be  mistaken  as  to 
that.     That  is  aU. 

Senator  Robinson.  Senator  Pomerene  asked  for  your  individual 
views,  and  I  think  that  was  entirely  a  proper  question,  since  from 
your  statements  it  might  have  been  inferred  that  you  entertained 
personal  views  different  from  those  you  were  expressing  as  repre- 
sentative of  your  organization.  Did  you  say  that  you  had  been 
•converted  against  Government  ownership  recently  ? 

Mr.  Akeson.  No;  I  have  never  been  for  it,  but  I  say  the  tendency 
has  been 

Senator  Robinson  (interposing).  You  used  the  word  "converted" 
a  while  ago,  and  I  wondered  if  you  had  been  a  Government-ownership 
man.  I  do  not  see  why  you  are  not  frank  about  it,  if  you  will  pardon 
me  for  saying  so,  and  just  say  whether  you  ever  favored  Government 
■ownership  or  not? 

Mr.  Atkeson.  I  never  did;  but  what  I  meant  to  convey  was  that 
I  am  less  inclined  to  favor  that  side  of  the  question  now  than  I  was 
heiore. 

Senator  Robinson.  You  are  more  against  it  than  you  used  to  be  ? 

Mr.  Atkeson.  In  other  words,  I  am  less  neutral  now  than  I  was 
before.     That  is  a  fair  answer  to  the  question — less  neutral. 

Senator  Robinson.  To  what  is  that  shift  of  opinion  due  ? 

Mr.  Atkeson.  What  is  that,  sir? 
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Senator  Robinson.  To  what  is  your  shift  of  opinion  or  growth  of 
opinion  due?  Is  it  due  to  the  present  operation  of  the  raikoads 
under  Government  control  ? 

Mr.  Atkeson.  So  far  as  we  have  come  in  contact  with  it — of  course 
this  is  a  little  outside,  and  I  do  not  want  it  to  go  into  the  record,  but  I 
have  no  objection  to  my  answers  to  your  questions  going  into  the 
record^ — so  far  as  I  have  come  in  contact  with  the  farmers  and  the 
shipping  public  generally,  the  handling  of  the  railroads  has  not  been 
satisfactory. 

Senator  Robinson.  But  I  was  asking  you  about  your  own  opinion 
and  the  shifting  of  your  opinion — if  I  may  express  it  that  way.  You 
said  you  had  always  been  against  Government  ownership,  but  that 
you  were  more  against  it  now  than  you  had  been  before.  Now,  I  ask 
you  the  direct  question:  Is  that  due  in  any  part  to  the  activities  of 
the  Government  during  the  present  control  of  the  railroads  ? 

Mr.  Atkeson.  That  is  what  has  accomited  for  my  personal  change 
of  viewpoint. 

Senator  Robinson.  Do  you  think  that  the  operation  of  the  rail- 
roads under  war  conditions,  such  as  have  existed  since  the  FecUn-al 
Government  took  over  the  railroads,  is  a  fair  test  of  Government 
control  and  operation? 

Mr.  Atkeson.  No,  sir;  I  do  not  think  it  is. 

Senator  Robinson.  Do  you  think  that  the  transporattion  systems 
of  the  country  would  have  broken  down  completely  under  private 
management,  if  the  Government  had  not  taken  them  over  and 
operated  them  during  the  war  ? 

Mr.  Atkeson.  I  do  not  think  so. 

Senator  Robinson.  Do  you  think  they  would  have  been  as  success- 
fully operated,  from  the  national  standpoint  and  from  the  standpoint 
of  the  national  interests,  as  they  were  under  Federal  operation  ? 

Mr.  Atkeson.  I  do  not  see  any  reason  why  they  should  not  have 
been,  with  the  increased  rates.  We  pretty  nearly  doubled  the  cost 
of  operating  the  railroads. 

Senator  Robinson.  Of  course,  you  were  familiar  with  the  conditions 
which  prevailed,  particularly  from  Pittsburgh  eastward,  at  the  time 
the  Government  took  over  the  raih'oads? 

Mr.  Atkeson.  Yes,  sir. 

Senator  Robinson.  And  you  know  that  tliere  was  almost  a  total 
suspension  of  commerce,  due  to  the  congestion  at  the  terminals  and 
at  the  seaboard  and  elsewhere  ? 

Mr.  Atkeson.  Yes. 

Senator  Robinson.  And  it  was  claimed  that  the  railroads  were  not 
moving  either  troops  or  war  materials,  due  to  that  congestion  ? 

Mr.  Atkeson.  Yes. 

Senator  Robinson.  And  you  think  that  if  private  management  had 
contiimed  we  would  have  had  ]ust  as  good  results  in  those  particulars 
as  did  obtain  under  Federal  control? 

Mr.  Atkeson.  With  the  restrictions  removed,  that  were  removed 
under  Government  control,  and  the  increased  rates,  I  see  no  earthly 
reason  why  the  service  would  not  have  been  more  successful  than 
what  we  had,  and  that  is  the  growing  opinion  in  this  country.  We 
all  know  what  wo  did  have,  and  that  we  had  war  conditions,  and  that 
they  had  to  be  met;  but  they  were  met  by  extraordinary  means. 

Senator  Robinson.  That  is  true. 
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Mr.  Atkeson.  And  that  does  not  prove  that  to  have  extended  those 
extraordinary  means  to  the  former  managements  the  raiboads  would 
not  have  made  as  good  as  the}^  did  make. 

Senator  Robinson.  You  think  that  opinion  is  growing  ? 

Mr.  Atkeson.  Yes. 

Senator  Robinson.  Is  that  growth  of  opinion  due  in  any  way  to 
propaganda  that  is  being  conducted  throughout  the  country  during 
the  consideration  of  this  raih'oad  question  ? 

Mr.  Atkeson.  I  do  not  think  so. 

Senator  Robinson.  You  think  there  has  not  been  any  propaganda 
in' that  direction? 

Mr.  Atkeson.  No.  I  think  there  has  been  considerable  propa- 
ganda. It  is  undisguised  in  the  newspapers.  It  has  manifested 
itself  in  the  city  newspapers  since  these  hearings  have  been  going  on. 
For  instance,  as  an  illustration  that  impressed  itself  on  my  mind,  I 
sat  here  and  heard  part  of  President  Willard's  statement  and  I  heard 
Mr.  Marsh's  statement — and  I  was  not  very  much  in  sympathy  with 
either  one  of  them — but  the  newspapers  had  considerable  space 
devoted  to  tlie  tail  end  of  Mr,  Willard's  hearing,  but  they  did  not 
mention  Mr.  Marsh  at  all — any  of  the  city  papers  that  I  saw.  I  do 
not  know  why  that  was  so. 

Senator  Robinson.  Do  you  not  think  there  has  been  a  deliberate 
effort  on  the  part  of  large  influences  to  discredit  the  Federal  operation 
of  raiboads? 

Mr.  Atkeson.  I  think  so. 

Senator  Robinson.  And,  notwithstanding  that  fact,  you  think  that 
the  operation  of  th'e  railroads  under  private  management,  with  the 
restrictions  removed  that  were  removed  under  Federal  control,  would 
have  resulted  better  than  the  present  Federal  management? 

Mr.  Atkeson.  We  are  all  acquainted  with  the  extraordinary  facts, 
and  we  all  know  that  Federal  control  is  not  Federal  ownership,  so  that 
any  evil  effects  on  the  public  mind,  against  Government  ownership, 
as  the  result  of  Government  control,  are  not  fair.  If  I  favored  Gov- 
ernment ownership,  it  would  be  Government  ownership  straight  out. 
It  is  one  of  two  alternatives:  It  is  Government  ownership  or  the 
strictest  kind  of  Government  control  under  private  management. 
Now,  then,  the  test  that  we  have  had  has  not  been  a  fair  test.  Every 
man  with  a  grain  of  sense  knows  that  is  true;  but  it  has  done  a  good 
deal  to  discredit  the  Government  ownership  proposition.  That  is 
what  I  have  tried  to  say.  The  kind  of  operation  we  have  had  has 
done  a  good  deal  to  discredit  it. 

Senator  Robinson.  And  the  propaganda  that  has  been  conducted 
in  connection  with  it,  as  well  ? 

Mr.  Atkeson.  Yes. 

Senator  Watson.  Is  there  no  propaganda  on  the  other  side? 

Mr.  Atkeson.  I  have  not  heard  of  any. 

Senator  Robinson.  Oh,  of  course  there  is. 

Mr.  Atkeson.  Yes,  there  may  be  some. 

Senator  Robinson.  But  it  has  not  the  means  of  publicity  that  the 
others  have. 

vSeiiator  Watson.  There  have  been  thousands  of  circulars  sent  out. 

Senator  Kellogg.  Have  you  not  seen  the  numerous  circular  letters 
that  have  been  sent  out  over  the  country,  time  and  time  again, 
urging  Congressmen  and  Senators  to  vote  for  Government  ownership  ? 
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Mr.  Atkeson.  No.     I  have  not  seen  anything  in  the  newspapers. 

Senator  Kellogg.  You  have  not  seen  the  letters  and  circulars  of 
that  kind  that  come  in  by  the  thousands  ? 

Mr.  Atkeson.  No. 

Senator  Cummins.  Do  you  recognize  any  distinction  between  Gov- 
ernment operation  and  Government  ownership  ? 

Mr.  Atkeson.  Oh,  very  decidedly.  Under  Government  operation 
there  has  been  some  effort,  in  some  quarters,  I  take  it,  to  discredit- 
it,  and  that  has  been  the  most  successful  propaganda — this  is  what 
I  was  trying  to  say  awhile  ago — to  discredit  Government  ownership. 
The  Government  can  not  operate  private  property  successfully. 
That  is  my  basic  principle;  that  they  have  either  got  to  operate  their- 
own  property  or  they  have  got  to  control,  b}"  limitation,  the  operation 
of  private  property.  One  is  Government  o\mership  and  the  other  is 
Government  control. 

Senator  Cuivimins.  If  there  has  been  a  change  of  opinion  with  regard 
to  that  matter,  it  grows  out  of  objection  to  direct  Government  oper- 
ation, does  it  not? 

Mr.  Atkeson.  That  is  right,  and  under  very  adverse  conditions. 

The  Chairman.  Are  there  any  further  questions  that  any  member 
of  the  committee  desires  to  ask  Mr.  Atkeson? 

(No  response.) 

The  Chairman.  If  not,  Mr.  Atkeson  is  excused. 

Mr.  Atkeson.  I  am  thoroughly  satisfied,  gentlemen.  I  just 
wanted  to  get  those  statements  into  the  record.     That  is  all. 

The  Chairman.  Now,  the  next  is  Mr.  Todd,  who  desires  10  minutes- 
on  behalf  of  the  Public  Ownership  League  of  America. 


Statement  of  Hon.  Albert  M.  Todd,  of  Kalamazoo,  President  of  the  Public 
Ownership  League  ok  America. 

February  21,  1919. 
Mr.  Chairman  and  Members  of  the  Committee  of  the  Senate  07i  Interstate  and  Foreign 

Commerce : 

Now  that  the  curtain  is  fallin'»  on  the  las^t  scene  of  the  greatest  tragedy  of  the  age? 
born  of  avarice  and  the  lust  for  power,  we  rejoice  together  that  a  new  day  is  about  to 
dawn  upon  our  world,  in  which  we  hope  no  dramas  of  hate  and  avarice  will  ever 
again  be  enacted  by  tlie  nations,  but  from  the  sacrifices  of  blood  and  treasure  which 
have  poured  upon  liberty's  altar,  absolute  ju-^tice  shall  become  the  universal  law. 

During  the  enactment  of  this  great  tragedy  the  minds  of  men  have  })een  so  largely 
engrossed  in  preserving  human  liberty  from  military  aggression,  that  many  questions 
of  high  importance  relating  to  the  economic  prosperity  of  the  American  people  could 
not  receive  fair  consideration. 

Among  these  great  economic  problems  those  involved  in  the  determination  of  the- 
ownershij)  and  operation  of  our  great  public  utilities,  and  particularly  of  our  railroada, 
now  demand  the  first  attention  of  C'ongress. 

Many  years  of  experience  both  ixs  a  shipper  and  consumer,  and  ;is  a  student  of  the- 
problem  in  both  our  own  and  foreign  countries,  ha^•e  convinced  me  that  there  is  only 
one  way  in  which  the  problem  can  be  justly  s^ilved — and  that  ie  l)y  actual  national 
ownership  as  well  as  governmental  operation.  For  years  the  conviction  has  growQj 
upon  me  that  the  ownership  and  operation  by  the  Nation  of  all  those  utilities  neces- 
sary for  the  common  good  is  not  only  a  natural  and  just  function  of  government,  butr 
is  alisolutely  necessary  to  secure  democracy,  juelice,  and  prosperity. 

I  shall  accordingly  discuss  this  (lucstion  from  the  standpoint  of  the  largest  economic 
and  political  good  in  the  interest  of  our  entire  citizenship,  and  especially  of  the  Public- 
Ownership  League  of  America,  the  memliers  of  which  Ixidy  have  requested  me  to 
represent  them  in  these  hearings.  This  league,  of  whic-h  1  have  the  honor  to  bi* 
president,  does  not  advocate  Government  ownerahip  of  private  industries,  but  i* 
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largely  devoted  to  studying  and  applying  the  practical  problems  of  democratic  gov- 
ernment in  a  broad  and  impartial  manner,  and  sending  its  findings  to  all  parts  of  the 
country.  It  is  especially  interested  in  promoting  Government  ownership  of  those 
resources  and  agencies  which  are  natural  monopolies  and  which  the  Government 
can  own  and  manage  better  for  the  general  public  welfare  than  they  can  be  owned  and 
managed  by  private  interests. 

Up  to  several  years  before  the  war  there  was  some  room  for  doubt  as  to  whether  it 
was  entirely  desirable  and  practicable  at  that  time  for  the  Federal  Government  tO' 
take  over  the  ownership  and  control  of  the  railways.  Subsequent  events  now  throw 
the  burden  of  proof  on  those  who  claim  that  our  hundreds  of  railway  systems  in  private 
hands  can  not  be  adequately  and  profitably  controlled  by  the  Government  in  the 
public  interest. 

After  over  30  years  of  acquaintance  with  this  problem  as  a  manufacturer  and  shipper,, 
as  a  member  of  the  National  House  of  Representatives,  as  a  citizen  interested  in  his 
fellow  men  and  the  ultimate  success  of  democracy,  after  many  months  of  study  of 
Government-owned  railways  in  the  countries  of  Europe  and  documentary  study  of 
their  operation  in  other  countries,  and  after  long  study  and  direct  acquaintance  with 
the  ways  our  railroads  have  debauched  and  swindled  the  American  people  and  Govern- 
ment, as  I  showed  you  when  I  presented  our  case  on  January  29,  1918,  I  have  become- 
conviuced  that  Government  ownership  of  our  railways  is  as  much  a  necessity  for 
peace,  progress,  and  democracy  in  this  country,  as  is  the  League  of  Nations  a  necessity 
for  peace,  progress  and  democracy  the  world  over. 

In  the  more  extended  argument  and  proof  which  we  wish  to  place  in  the  volume 
of  hearings,  of  which  this  is  but  a  brief  introduction,  and  which  we  should  like  to 
present  in  full  orally  if  there  were  time  at  our  disposal,  we  have  urged  your  favorable 
consideration  of  the  bill  and  the  general  proposition  for  Government  ownership  of 
our  railways  which  was  intrioduced  in  the  House  of  Representatives  by  Mr.  Gary  on 
March  7,  1918. 

We  respectfully  urge  that  this  honorable  committee  report  to  the  Senate  in  favor 
of  actual  Government  ownership  of  our  railways  for  the  following  reasons: 

First,  Government  ownership  of  our  railways  is  desii-able;  second,  it  is  practicable; 
and  third,  it  is  the  only  right  solution  of  our  great  reconstruction  problem. 

I.  Government  ownership  and  management  of  our  railways  is  highly  desirable: 

First,  because  it,  like  our  postal  service,  will  be  rim  for  the  general  social  welfare, 
not  for  any  particular  group  or  class  of  men. 

Second,  because  the  railways  are  a  natural  monopoly,  and  a  private  monopoly  is 
abhorrent  to  democracy. 

Third,  because  Federal  and  State  Government  regulation  has  ever  failed  of  its. 
purpose  and  will  continue  to  do  so  no  matter  how  "stringent"  Congress  attempts  to 
devise  the  regulations. 

Fourth,  becaus3  of  the  tremendous  evils  of  private  ownership  under  either  strict 
regulation  or  even  Government  control  without  ownership. 

Fifth,  because  the  Government  has  shown  that  it  can  handle  the  railroads  success- 
fully, even  under  the  most  adverse  conditions  and  in  the  face  of  a  host  of  unparalleled 
obstacles  which  would  not  have  been  so  well  met  by  the  railroads  even  if  free  from 
all  regulation. 

A  list  of  15  of  the  most  serious  of  these  obstacles  and  a  list  of  25  of  the  most  out- 
standing accomplishments  of  the  Railroad  Administration  we  give  in  the  body  of 
our  argument. 

Sixth,  because  the  two  Directors  General  of  the  Railroad  Administration,  with  the 
consent  of  President  Wilson  as  indicated  by  Mr.  McAdoo,  have  asked  for  a  five-year 
continuance  of  Government  control  which  is  practically  an  argument  for  Government 
ownership,  both  Mr.  McAdoo  and  Mr.  Hines  asserting  that  Government  ownership' 
would  solve  the  whole  problem  very  simply  and  effectively,  even  if  they  did  not 
personally  favor  it. 

Seventh,  because  the  service  of  the  railroads  to  the  people  can  be  vastly  improved 
over  what  it  has  been  under  private  control,  or  would  be  if  the  regulations  were  changed 
as  requested  by  the  railroads. 

Eighth,  because  all  interests  can  be  better  taken  care  of  as  a  whole  than  under 
private  ownership — those  of  the  investors,  the  employees,  the  executives,  the  ship- 
pers, the  consumers,  and  the  general  public. 

Ninth,  because  the  people  of  this  country  are  sick  and  tired  of  the  mismanagement 
of  the  great  transportation  systems  of  this  country  in  the  interest  of  a  few  financiers, 
and  demand  a  decided  change,  preferably  Government  ownership. 

As  a  partial  indication  of  the  demand  for  public  ownership  beyond  the  evidences 
you  have  before  you,  we  present  the  following  petitions  from  many  workingmen's 
organizations,  shippers,  merchants,  and  the  general  public,  with  5,000  actual  signa- 
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tures,  and  representing  many  thousand  more.  You  can  not  judge  the  unrest  "end  the 
public  demand  by  the  press,  since  the  common  people  do  not  have  much  of  a  voice 
m  our  press,  especially  not  as  much  as  have  the  predatory  classes. 

Tenth,  because  corrupt  control  of  many  public  officials  would  be  less  in  evidence 
if  this  railway  business  were  handled  as  is  the  post  office. 

Eleventh,  because  there  would  be  more  initiative  and  originality  developed  in 
this  work  under  proper  provisions  directed  thereto  than  exist  under  private 
■management. 

Twelfth,  because  the  workers  would  have  a  better  chance  to  live  happy,  efficient, 
;and  democratic  lives  than  under  a  system  of  private  control  and  exploitation. 

By  evidence  and  argument  in  the  body  of  our  presentation  attached  hereto  we 
thus  prove  that  public  ownership  of  the  railways  is  desirable. 

II.  Our  second  main  line  of  argument  is  that  it  is  practicable: 

First,  because  it  has  already  been  demonstrated  that,  under  peace  conditions,  our 
present  Government  organizations  for  railway  control  could  effectively  and  econom- 
ically manage  our  railways  under  a  well  devised  scheme  of  Government  ownership. 

Second,  because  Government  ownership  of  railways  is  in  successful  operation  in 
two-thirds  of  the  countries  of  the  world;  because  no  country  ever  permanently 
■abandoned  Government  ownership  of  railways  after  once  instituting  it,  no  matter  how 
poor  some  of  the  plans  of  ownership  and  operation  have  been;  and  because  if  it  can 
prove  a  success  in  those  smaller  countries  with  their  short  hauls,  higher  costs  of  rights 
of  way,  many  provisions  for  serving  the  public  and  safeguarding  the  emploj-ees  and 
with  other  financial  handicaps  which  put  them  at  a  disadvantage  in  a  financial  statis- 
;tical  comparison,  it  can  not  help  being  a  success  here.  In  fact,  it  has  been  well  claimed 
that  it  would  be  easier  to  operate  all  of  the  railroads  of  this  country  as  a  unified  system 
under  Government  ownership  and  without  the  many  legal  and  other  handicaps  under 
which  railroads  must  struggle  as  private  enterprises,  than  it  is  to  run  one  private 
system  like  the  Rock  Island  or  the  Xew  Haven. 

Third,  because  as  has  been  abundantly  shown,  and  as  was  pointed  out  by  Senator 
Newlands  as  chairman  of  this  committee  in  1916,  the  Government  has  the  constitu- 
tional right  to  take  over  these  public-service  instnmients  of  transportation,  and  the 
cost  can  easily  be  met  by  the  Government  through  the  issue  of  bonds.  Let  us  have  a 
new  issue  of  Liberty  bonds  that  will  free  us  from  the  many  dangers  of  a  great  private 
iorce  for  evil  in  our  democracy. 

Fourth,  because  Japan  took  over  her  railways  after  the  Russian  war  and  has  managed 
them  successfully,  and  because  England  is  about  to  nationalize  her  railways  after  this 
war,  as  stated  by  the  British  minister  of  munitions  on  December  4  last,  and  since 
then  restated  by  the  Prime  Minister. 

Fifth,  because  our  Government  has  successfully  built  the  Panama  Canal  and  built 
and  op  >rated  th?  railways  th^r-^with,  and  bocaus"!  we  have  a  gr.'-at  force  of  men  in 
the  Army  who  have  handled  the  most  difficult  of  railway  transportation  problems 
in  France  as  a  prime  factor  in  fighting  and  conquering  autocracy  abroad.  When 
these  men  return,  and  with  practical  railway  executives  free  from  partisan  or  sol.ish 
motive.^!,  instead  of  financiers  in  general  control,  oith^rasa  Secretary  of  Transporta- 
tion and  assistants  as  provided  in  Mr.  Gary's  bill,  or  othorwis?,  we  can  easily  take 
■over  thes?  railways  and  give  the  world  another  great  example  of  how  democracy  can 
be  made  safe  and  succ(  ssful  for  a  great  people. 

Sixth,  because  it  would  be  easily  possible  to  continue  the  prcs:>nt  Government 
■control  of  the  railroads  until  the  valuations  of  the  prop(>rti(S  now  under  way  by  the 
Interstate  Commerce  Commission  are  complete,  and  thoroughly  matured  plans  for 
purchasing  lines  can  be  worked  out  by  Congress. 

Seventh,  becaus?  the  interests  now  against  Government  ownership  would  speedily 
come  around  to  it  after  Government  control  and  final  ownershij)  had  been  decided 
on  with  equity  to  all;  and  especially  when  these  financial  interests  foresaw  that  the 
large  speculative  profits  and  "loot"  were  to  be  eliminated  by  superior  regulation. 
As  with  municipal  utilities,  the  strength  of  the  opposition  to  public  ownership  de- 
pends entirely  on  the  efficiency  of  public  regulation.  Previous  regulation  has  made 
"looting"  of  the  roads  and  public  possible.  The  financiers  still  hope  for  the  huge 
speculation  profits.  WTiy  not  remove  the  loot  and  secure  public  ownership  of  the 
railways  at  the  same  time,  since  they  inevitably  and  naturally  go  together? 

III.  Our  third  general  proposition  is  that  tiae  (iovernment  should  take  over  the 
•ownership  and  control  of  the  railroads  because  it  is  not  only  desirable  and  practi- 
cable, but  because  it  is  the  only  right  thing  to  do. 

First,  because  the  other  plans  open  to  us  are  all  full  of  danger  of  continued  discord 
And  injustice. 

Second,  because  this  plan  alone  will  avoid  the  many  conflicts  of  authority  between 
State  and  National  authorities  in  this  matter.     We  do  not  favor  in  detail  ITon.  W.  J. 
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Bryan's  plan  of  dual  Government  ownership,  both  by  the  States  and  by  the  Federal 
Government,  because  in  our  judgment  it  will  intensify  this  conflict  of  authority  and 
needlessly  cause  friction,  rather  than  decrease  conflict  and  friction,  as  thought  by 
Mr.  Bryan.  We  highly  respect  Mr.  Bryan's  motives  and  patriotism,  but  we  believe 
this  plan  impractical. 

Third,  because  Government  ownership  and  control  alone  will  relieve  Congress 
and  our  State  legislatures  of  the  overpowering  burden  of  continual  agitation  of  the 
railway  question.  Peace  is  not  possible  at  any  other  price;  and  the  problems  of 
reconstruction  apart  from  the  railway  question  are  so  great  that  our  legislatures  should 
be  free  to  work  out  the  practices  of  democracy  in  these  many  emergency  lines. 

Fourth,  because  only  through  Government  ownership  can  we  best  correlate  the 
railways  with  our  merchant  marine,  our  canals,  the  post  office,  and  other  public 
utilities,  such  as  the  telegraph,  telephone,  and  cable  lines  which  will  probably  soon 
be  nationalized. 

Fifth,  because  no  other  plan  is  more  than  a  palliative  of  the  railway  disease  and  no 
other  will  meet  the  test  which  President  Wilson  has  set  up  for  wise  and  just  demo- 
cratic legislation,  in  the  following  noble  words: 

"The  days  of  political  and  economic  reconstruction  which  are  ahead  of  us  no  man 
can  now  deanitely  assess— but  we  know  this,  that  every  program  must  be  shot  through 
and  through  with  utter  disinterestedness,  that  no  party  must  tiy  to  serve  itself,  but 
every  party  must  try  to  serve  humanity,  and  that  the  task  is  a  very  practical  one — 
meaning  that  every  program,  every  measure  in  every  program,  must  be  tested  by  this 
question,  and  this  question  only:  Is  it  just,  is  it  for  the  benefit  of  the  average  man, 
without  influence  or  privilege;  does  it  embody  in  real  fact  the  highest  conception  of 
social  justice  and  of  right  dealing,  -wdthout  respect  to  person  or  class  or  particular 
interest?  " 

II.    PUBLIC-OWNERSHIP   BILL. 

The  bill  which  so  far  best  embodies  the  principles  which  we  have  stated  is  H.  R. 
10550,  introduced  by  Mr.  Gary  on  March  7,  1918.  We  do  not  claim  that  it  is  perfect, 
but  that  it  is  surely  a  good  start  for  a  sound  and  permanent  solution.  It  may  not  be 
best  to  have  a  secretary  of  transportation.  We  agree  in  most  particulars  with  the 
plan  presented  by  the  railway  employees.  The  main  provisions  of  this  bill  are  aa 
follows: 

(1 )  It  authorizes  the  President  to  take  over  the  rail  and  water  transportation  systems. 

(2)  Compensation  to  owners  is  to  be  determined  by  the  Interstate  Commerce  Com- 
mission, based  on  the  actual  and  legitimate  cost  of  the  railways. 

(3)  Until  compensation  is  awarded,  5  per  cent  income  on  true  value  as  estimated 
by  the  Interstate  Commerce  Commission  is  to  be  paid. 

(4)  A  secretary  of  transportation,  to  be  the  director  of  transportation,  is  provided. 

(5)  Employees  are  to  be  permitted  to  form  associations  for  their  mutual  benefit. 

(6)  A  minimum  wage  is  to  be  fixed  by  the  secretary  of  transportation. 

(7)  $500,000,000  is  appropriated  for  administration  purposes. 

(8)  Provisions  for  securing  honest  accounting  are  made. 

(9)  Provisions  for  punishing  those  who  wilfully  obstruct  the  Government  operation 
are  suggested. 

Following  this  brief  summary  we  present: 

III.   PLANS  FOR  MEETING   OUR  NATIONAL  RAILWAY  EMERGENCY. 

Two  gigantic  emergencies  face  the  United  States  to-day.  One  is  bound  up  with 
the  problem  of  establishing  a  permanent  peace  for  the  world ;  the  other  is  the  problem 
of  reconstruction  at  home.  The  most  important  issue  in  the  problem  of  world  peace  is 
the  establishment  of  a  League  of  Nations;  the  most  important  issue  in  our  home  emer- 
gency is  that  of  the  democratic  management  and  ownership  of  our  railways. 

Few  indeed  have  failed  to  realize  the  world  emergency  and  the  importance  of  the 
League  of  Nations;  we  have  fought  for  this  and  nothing  less  will  serve  us  as  the  reward 
for  entering  the  world  war.  We  are  not  all  so  well  acquainted,  however,  with  the 
importance  of  a  satisfactory  solution  of  the  railway  problem  as  the  keynote  of 
national  reconstruction. 

There  is  a  great  danger  that  the  world  emergency  in  the  establishment  of  a  League 
of  Nations  for  international  justice  and  a  permanent  peace  will  overshadow  and 
obscure  our  greatest  reconstruction  problem  here  at  home.  While  our  vision  is  turned 
to  Europe  and  our  President's  noble  efforts  toward  achieving  an  instrument  for  perma- 
nent ptace  in  the  world,  many  of  our  citizens  are  overlooking  the  work  of  powerful 
private  interests  here  that  are  attempting  to  secure  an  undemocratic  and  selfish 
solution  of  the  railway  problem.     There  is  great  work  abroad  for  oiu"  President  and  all 
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who  can  help  him  in  the  international  emergency;  there  is  pressing  work  for  all  of 
US  to  do  here  at  home  in  meeting  the  national  emergency. 

Is  it  necessary  for  us  to  bring  forward  arguments  to  prove  that  the  proper  solution 
of  the  railroad  problem  is  the  greatest  reconstruction  issue  before  America?  In  the 
past  the  railroads  have  been  the  greatest  source  of  economic  loss  to  the  whole  people, 
the  greatest  political  evil,  and  the  single  greatest  deterrent  to  loyal  'democratic 
progress  that  has  existed.  Multitudes  of  facts  from  all  sides  and  in  the  great  volumes 
of  "hearings"  before  the  Interstate  Commerce  Commission  and  the  committees  of 
Congress  are  available  for  the  overwhelming  proof  of  this  conclusion.  The  President 
has  already  voiced  the  tremendous  importance  of  the  railway  problem,  and  we  may 
pass  on  to  the  several  suggestions  for  the  solution  of  the  great  difficulty  without 
presentation  here  of  all  of  the  supporting  facts.  Billions  upon  billiors  of  dollars  are 
involved  in  the  solution  of  this  railway  issue;  the  mcst  gigantic  railway  and  financial 
interests  are  determined  to  lead  and  force  Congress  to  solve  this  problem  as  they 
selfishly  desire.  To  solve  the  problem  aright  now  means  a  gain  of  probably  50  to  100 
years  of  progress  in  our  democratic  groA\'th;  the  success  of  private  interests  during 
the  Nation 'spresent  obsession  with  the  world  issue  will  make  it  increasingly  difficult 
for  America  to  secure  that  democracy  which  she  hopes  to  hold  up  as  an  example  for 
all  the  world. 

The  most  important  railroads  have  been  taken  over  by  the  Government  as  a  war 
measure.  This  governmental  control  was  to  continue  up  to  21  months  after  the  final 
declaration  of  peace  if  need  be.  Former  Director  General  McAdoo  and  the  present 
Director  General  Hines  have  urged  that  either  the  period  of  control  be  extended  until 
the  first  of  January,  1924,  in  order  that  GoA-ernment  operation  might  be  tested  under 
normal  peace  conditions,  and  that  time  for  sound  permanent  legislation  may  be 
obtained;  or  that  the  roads  be  almost  immediately  relinquished  to  their  directors. 
President  Wilson  has  come  out  for  no  one  plan  of  solution  of  the  problem  and  has  left 
the  entire  matter  to  Congress.  The  great  problem  is  thus  before  Congress  and  the 
country. 

In  the  thorough  solution  of  any  problem  it  is  essential  that  a  relatively  large  number 
of  possible  solutions  be  suggested,  and  impartially  and  critically  examined.  As  ex- 
pected, many  peace  plans  were  proposed  at  the  Peace  Congress.  This  has  been  a 
blessing,  not  an  evil.  After  thorough  criticism  of  these  various  plans,  the  final  solution 
is  a  far  better  one  than  if  only  one  or  two  plans  from  one  or  two  nations  had  been 
presented.  For  the  solution  of  our  national  railway  emergency  there  are  at  least  four 
leading  types  of  solution.  One  of  these,  or  a  combination  of  two  or  more  of  these, 
will  be,  in  general,  the  final  solution  detennined  upon  by  Congress  and  the  people. 
The  choice  of  some  of  these  solutions  would  be  disastrous  to  the  American  people  and 
the  hope  of  present-day  democracy.  One  or  two  of  the  plans  contain  solutions  in 
thorough  accord  with  democracy  and  our  general  evolution  as  a  free  people. 

We  can  not  take  the  space  here  to  examine  exhaustively  each  of  these  hypotheses. 
Such  a  course  would  mean  a  presentation  of  the  ad\antages  and  disadvantages  of 
each  tentative  solution  proposed,  and  a  conclusion  as  to  the  best  possible  solution. 
This  work  has  been  somewhat  exhaustively  done  and  we  shall  present  here  only  the 
general  arguments  and  supporting  data  which  clearly  lead  to  a  rejection  of  all  but  one 
of  the  conclusions. 

The  one  common  fault  of  all  the  plans  so  far  submitted  to  the  consideration  of  the 
committee  and  the  public,  with  the  exception  of  those  of  the  Directors  General  of 
the  railroads,  is  that  they  are  devised  to  benefit  more  a  particular  class  than  the  whole 
public.  Even  those  for  some  form  of  Government  ownership  and  control  have  favored 
one  group  more  than  another.  The  railway  employees,  for  instance,  want  two-thirds 
of  their  proposed  board  of  directors  for  the  national  railway  system  selected  from  their 
group.  Former  Secretary  of  State  Bryan's  so-called  "dual  plan"  in  our  judgment 
would  plunge  the  country  into  the  old  ''States-rights"  f'ght  again.  The  plans  of  the 
associations  of  security-holders  would  give  them  special  arlA-antages.  The  plan  of  the 
railway  executives  considers  principally  the  desires  of  the  great  financial  corporations 
which  have  a  private  rather  than  a  public  interest  in  the  railways. 

Another  common  fault  of  the  plans  that  do  not  provide  for  outright  Government 
ownership  or  continued  Government  control,  is  that  thoy  fail  to  estimate  properly 
the  immense  difficulties  involved  in  going  back  to  private  control.  The  railroads 
were  in  such  a  deplorable  condition  before  the  war,  the  needs  of  the  reconstruction 
period  for  the  attention  of  Congress  in  other  directions  are  so  tremendous,  the  necessity 
of  connecting  up  the  railways  with  the  mercantile  marine  and  our  whole  system  of 
water  transportation  is  so  imperative — the  groat  problen  of  "unscramblinir"  the  roads 
after  this  period  of  unified  Government  control  and  operation  is  so  difiicult,  if  not 
impossible — the  dangers  of  sending  many  roads  into  receiverships,  bringing  on  an 
industrial  panic,  and  doing  injustice  to  the  owners  of  the  roads,  are  so  real  and  impend- 
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ing — the  desirability  of  getting  a  permanent  solution  through  congressional  legislation 
that  will  set  the  railway  problem  aside  and  leave  Congress  free  to  act  for  the  country 
along  other  lines  is  so  much  a  national  emergency,  that  we  can  not  and  dare  not  go 
backward  to  private  control  at  this  time.  The  only  path  is  forward  along  the  natural 
lines  of  evolution  of  a  83rvice  that,  like  the  postal  system,  unites  all  parts  of  the  Nation, 
penetrates  all  parts,  and  necessarily  must  course  through  all  parts  like  the  blood  in 
the  circulatory  system  of  our  bodies. 

ThesB  various  plans  which  have  been  proposed,  including  two  or  three  which  we 
have  tried  at  great  expense  and  found  wanting,  are  as  follows: 

I.  Private  ownership  and  management  with  no  Government  regulation. 

II.  Private  ownership  and  management  with  little  Government  regulation. 

III.  Private  ownership  and  management  with  much  Government  regulation. 

IV.  Private  ownership  with  exclusive  Government  operation. 

V.  Government  ownership  with  private  operation. 

VI.  Government  ownership  and  Government  operation. 

We  shall  not  take  the  time  here  to  analyze  each  of  these  plana,  going  into  the  details 
of  the  advantages  and  disadvantages  of  each  with  the  presentation  of  evidence  and  a 
final  comparison  of  all  to  determine  impartially  which  is  best  for  the  country.  We 
shall  present  only  the  sufficient  arguments  and  supporting  data  which  clearly  lead  us 
to  a  rejection  of  all  but  one  of  the  plans.  In  view  of  the  fact  that  the  railway  valu- 
ations by  the  Interstate  Commerce  Commission  will  probably  not  be  complete  until 
about  January,  1923;  that  the  problem  is  the  most  complex  and  gigantic  ever  pre- 
sented to  Congress  for  solution,  and  in  view  of  the  pressing  importance  of  a  sound 
and  permanent  solution,  and  for  other  reasons,  too  great  care  and  too  much  thorough 
study  and  scientific  investigation  can  not  be  given  to  this  emergency. 

Congress  is  not  obliged,  however,  to  solve  this  problem  permanently  at  once,  nor 
even  within  21  months  after  peace  has  been  declared.  By  a  simple  amendment,  as 
suggested  by  former  Director  General  McAdoo,  the  time  may  be  extended  to  give 
opportunity  for  the  valuation  necessary  to  right  action  to  be  completed  and  a  sound 
study  of  the  problem  made.  The  prewar  legislation  of  Congress  has  been  so  injurious 
and  unjust  to  the  people  at  large,  and  the  entire  basis  of  competition  instead  of  coop- 
eration has  been  so  false  to  the  real  principles  of  national  transportation,  that  the 
present  need  and  demand  is  for  an  entirely  new  plan  and  spirit  of  national  railway 
ownership  and  management. 

Plans  1  and  2:  This  country  has  for  many  years  carried  on  the  most  expensive  ex- 
periment and  test  of  private  ownership  and  management  with  little  governmental 
supervision  ever  witnessed.  It  has  found  that  private  ownership  and  management 
of  railways  is  impossible  and  disastrous.  Such  plans  would  to-day  wreck  our  very 
democracy.  No  one  advocates  them.  All  agree  that  we  must  practically  take  over 
the  railways  to  secure  their  operation  for  the  benefit  of  the  whole  people. 

Plan  3:  Even  plan  3,  which  provides  for  private  ownership  and  management  with 
a  great  deal  of  governmental  regulation,  supposedly  in  the  interest  of  the  whole  peo- 
ple, has  so  far  proved  a  failure.  This  is  the  plan  we  were  pursuing  immediately  pre- 
ceding the  war.  As  President  Wilson  said,  this  plan  had  nothing  helpful  or  athrma- 
tive  in  it.  "It  would  be  a  disservice  alike  to  the  country  and  the  owners  of  the 
railroads,"  he  said,  "to  return  to  the  old  conditions  unmodified.  Those,"  he  said, 
"are  conditions  of  restraint  -ndthout  development.  There  is  nothing  affirmative  or 
helpful  about  them."  All  parties  are  agreed  with  the  President  on  this  matter.  In 
fact,  the  period  of  Government  control  to  win  the  war  has  made  such  changes  in. 
unifying  and  "scrambling"  the  roads  that  to  restore  them  precisely  to  the  prewar 
status  is  utterly  impossible.  It  can  hardly  be  approximated.  President  Wilson 
and  the  former  and  present  Directors  General  of  the  Railways  have  indeed  suggested 
the  return  of  the  roads  to  private  control  very  soon,  but  only  as  an  alternative  to  a 
plan  which  they  consider  very  much  better,  the  latter  two  declaring  for  a  five-year 
extension  of  Government  control.  All  view  such  a  return  to  prewar  conditions  as  a 
calamity,  and  only  an  utter  failure  of  Congress  to  act  could  thus  turn  the  wheels  of 
democratic  progress  loackward.  We  have  faith  that  something  affirmative  and  helpful 
can  be  done.     Let  us  pass  on  to  examine  it. 

The  different  plans  for  strong  gov  rnmental  control,  such  as  those  of  the  railway 
executives  and  the  majority  of  the  Interstate  Commerce  Commission,  have  the  fatal 
difficulty  of  ultimat?  failure  to  regulate  the  railroads.  The  best-laid  plans  of  the  Na- 
tion which  have  been  and  could  be  adopted  would  speedily  prove  inad-quat  ■,  and  the 
old  inequalities,  injustic  s,  and  undemocratic  devdopments  would  reapp  ar.  The 
operation  of  railroads  is  a  natural  governmental  function,  in  the  public  int  re  st,  to  be 
operated  by  the  public  for  the  public.  They  can  not  b  >  own-  d  by  a  class,  op  rated 
by  a  class,  for  a  class.  To  attempt  to  struggle  along  with  Government  rgulation  is 
like  struggling  to  make  water  run  up  hill.  A  natural  Government  memopoly  of  this 
size  and  character  must  be  run  by  and  for  the  people  and  to  do  this  the  people  must 
own  it  as  they  now  do  the  Postal  Service,  and,  in  most  other  countries,  the  railroads. 
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It  is  very  significant  that  the  Government  of  Great  Britain,  after  struggling  for  years 
unsuccessfully  in  attempting  to  regulate  the  railroads  has,  through  the  Slinister  of 
Munitions,  and  as  late  as  December  4,  1918,  publicly  announced  that  it  was  the  Gov- 
ernment's policy  to  nationalize  the  railways.  "That  great  step,"  he  said,  "it  has 
at  last  decided  to  take." 

England  has  also  considered  plan  5,  that  of  providing  Government  ownership  with 
private  management  in  the  hands  of  one  chartered  company.  But  this  plan  prac- 
tically means  and  leads  to  Government  ownership.  It  is  an  experiment  that  is  un- 
necessary to  take.  All  the  initiative  that  has  been  displayed  in  private  railroading 
can  be  secured  and  all  the  necessary  stimulus  to  workers  can  be  obtained,  without 
recourse  to  the  old  means  of  providing  competing  lin;  s.  All  the  principal  advantages 
of  the  old  can  be  procured  without  its  disadvantages  and  the  new  stimuli  to  superior 
and  honest  service  in  the  public  interest  under  public  ownership  can  be  made  even 
stronger  and  of  a  higher  ordor  than  under  the  old  largely  corrupt  system  of  private 
ownership  and  operation.  We  are  opposed  to  Government  guarantees  of  income  to 
1  to  1 8  private  companies.  Ownersliip  and  operation  by  the  public  is  the  only  method 
open  for  avoiding  the  evils  of  Government  guarantees  to  private  corporations. 

IV.      SUCCESS     OF     PRESENT     GOVERNMENT      CONTROL     UNDER     THE     R.\ILROAD 

ADMINISTRATION . 

The  various  representatives  of  the  railways  and  many  publicity  bureaus  and  news- 
papers controlled  by  the  great  corporations  have  made  such  an  effort  to  discredit  the 
the  pre.sent  Government  control,  in  the  fear  that  the  five-year  extension  will  be 
granted  and  Government  ownership  result,  as  President  Willard  and  others  suggested, 
that  we  desire  to  show  the  great  obstacles  met  and  overcome,  the  actual  accomplish- 
ments, and  the  needed  reforms  recommended,  which  only  Government  ownership 
and  operation  can  safely  secure.  Of  course,  the  present  system  is  neither  Govern- 
ment ownership  nor  operation. 

OBSTACLES,     ACCOMPLISHMENTS,     AND    REFORMS    OF    THE    RAILROAD    ADMINISTRATION. 

A.  Great  obstacles  successfully  met  by  the  Railroad  Administration  during  the 
first  year  of  Government  control : 

1.  Worst  wint  r  in  the  history  of  railroads. 

2.  War  demands— army  of  millions  of  men  to  be  transported  to  the  cantonments, 
seaboard,  and  back. 

3.  Plague  of  influ"nza,  plaj-ing  havoc  with  workmen,  18,000  employees  sick  at  one 
time  in  New  England  alone. 

4.  Greatest  burden  of  both  freight  and  passenger  traffic  in  railroad  history. 

5.  Alarming  coal  shortagn  (248  mines  idle  becaus"  of  lack  of  cars). 

6.  Terrible  freight  congestion  (180,000  loaded  freight  cai-s  on  the  eastern  lines  alone; 
many  freight  embargoes). 

7.  Putting  in  and  training  inexperienced  men. 

8.  Drafting  of  thousands  of  employees. 

9.  Chaos  in  railroad  management,  poor  handling  of  cars,  locomotives,  etc. 

10.  Great  amount  of  overtime  pay  necessary  to  get  repair  work  done.  Had  also 
but  six  months  of  increased  rates  to  meet  12  months  of  increased  pay. 

11.  Inability  to  get  new  cars  and  locomotives  because  of  need  for  them  overseas, 
and  our  shortage  of  men. 

12.  No  serviceable  locomotives  in  reserve  (at  beginning  of  this  winter,  however, 
1,000  ill  reserve). 

13.  I^Iore  or  less  o])position  on  the  part  of  railway  executives  to  successful  Govern- 
ment control  for  fear  it  would  become  ])ermanent. 

14.  Necessity  of  handling  freight  and  making  repairs  at  any  cost. 

15.  No  complete  valuation  of  the  railroads  on  which  to  compute  rates,  make  a 
budget,  etc. 

B.  Some  noteworthy  accomplishments  of  the  Railroad  Administration  in  one  year 
or  less: 

1.  Eliminated  wasteful  competition. 

2.  Eliminated  the  congestion  which  paralyzed  the  railroads  at  the  beginning  of 
the  war. 

3.  AiTanged  for  a  better  movement  of  freight  in  many  ways. 

4.  Improved  locomotives  and  got  a  surplus  of  1,000  by  this  winter  when  there  was 
"not  a  single  serviceable  car  in  reserve"  when  the  administration  took  over  the  roads. 

5.  Distributed  cars  and  locomotives  to  where  they  were  needed, 

6.  Obtained  the  cooj)eration  of  the  railroad  employees  in  increasing  the  hours  of 
labor  to  meet  fhe  shortage.  Has  the  indorsement  of  the  emjiloyees  for  continued  con- 
trol and  Government  owncrshij),  as  shown  in  the  preceding  hearings. 
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7.  Increased  the  shipments  of  coal,  starting  with  a  decrease  for  January,  1918. 
over  the  same  month  for  the  previous  year,  up  to  741,666  cars,  or  about  73.183,300 
tons  this  year. 

8.  Got  food  to  the  allies  in  enormous  quantities  after  it  had  been  held  up  by  the 
eastern  congestion,  due  to  private  competing  management. 

9.  Developed  a  far  better  use  of  freight  and  passenger  terminals. 

10.  Rerouted  traffic  to  eliminate  circuitous  routes,  resulting  in  a  great  increase  in 
ton  miles  and  a  decrease  in  train  miles,  which  is  the  essence  of  national  railroading, 
impossible  under  private  control. 

11.  Pooled  repair  shops,  thus  increasing  their  efficiency  and  reducing  the  average 
distance  locomotives  had  to  be  sent  for  repairs. 

12.  Oonsolidated  ticket  offices  and  made  tickets  good  on  any  route  between  cer- 
tain points,  with  a  great  saving  and  convenience  to  the  public. 

13.  Made  an  annual  saving  by  these  means  of  more  than  §85  000  000  and  probably 
a  clear  .|100,000,000.  These  savings  would  be  greatly  increased  in  peace  times,  and 
the  cost  of  no  system  of  public  ownership  and  operation  could  equal  the  wastes  and 
public  losses  of  social  service  under  the  old  private  ownership  of  this  most  important 
function  of  Government  transportation. 

14.  Provided  many  improvements  and  reforms  in  working  conditions,  decreases  in 
the  hours  of  labor,  and  increases  in  pay. 

15.  Furnished  transportation,  both  freight  and  passenger,  at  less,  or  not  more,  of  an 
increase  than  obtained  for  other  important  commodities. 

16.  Cooperated  closely  with  other  important  Government  activities  sach  as  the 
Emergency  Fleet  Corporation,  the  telegraph,  the  telephone  systems,  etc. 

17.  Made  great  gains  in  decreasing  losses  by  theft  of  property  from  the  roads.  In 
1914  carriers  reported  to  the  Interstate  Commerce  Commission  losses  by  theft  of  over 
$10,000,000.  The  Railroad  Administration  has  been  active  in  preventing  these  and 
secured  10,530  arrests  for  thefts  and  over  8,000  convictions. 

IS.  Organized  a  bureau  for  suggestions  and  complaints  which  has  been  of  great 
value  in  improving  the  railway  service  nationally.    Decresed  accidents  to  a  minimum. 

19.  Secured  great  economies  of  labor  and  money  in  more  unified  management,  such 
as  rerouting,  common  use  of  terminals,  elimination  of  needless  passenger  trains,  the 
common  use  of  freight  cars,  introduction  of  the  "sailing  day,"  and  others. 

20.  Greatly  improved  the  statistical  records  and  bookkeeping,  which  will  for  the 
first  time  in  history  insure  that  the  facts  about  railroads  in  this  country  will  be  ascer- 
tained.    Saved  millions  by  eliminating  an  army  of  "legal  advisers." 

21.  Established  the  "permit  system,"  thus  preventing  the  loading  of  trafiic  without 
assurance  that  it  can  be  disposed  of  at  its  destination. 

22.  Standardized  the  equipment  to  a  considerable  degree,  thus  making  for  great 
economy  and  transfer  from  one  railroad  to  another. 

23.  Established  a  uniform  freight  classification. 

24.  Introduced  a  system  of  heavy  loads  on  cars. 

25.  Unified  many  competing  and  individualistic  lines  into  one  organized  system 
for  the  whole  country. 

It  has  been  claimed  that  the  railways  might  have  formed  some  kind  of  general 
organization  by  which  they  would  have  been  as  succe.ssful  as  the  Railroad  Adminis- 
tration if  they  were  also  freed  from  restricting  laws.  These  accomplishments  would 
be  impossible  outside  of  Government  control  and  the  Go^'ernment  dare  not  lessen 
its  re.strictions  but  must  make  them  so  strong  and  sweeping  that  the  result  is  little  dif- 
ferent from  Government  ownersliip,  except  that  the  people  suffer  disadvantages  and 
losses  which  would  be  prevented  by  Government  ownershii>. 

C.  Reforms  which  should  be  continued  under  peace  conditions  (as  recommended 
by  the  Railroad  Administration): 

"Many  of  the  changes  in  railroad  operation  inaugurated  during  the  period  of  the  last 
yeaf  should  prove  of  permanent  value  and  should  continue,  if  possible,  whatever 
form  of  control  is  decided  upon  for  the  railroads.     Such  reforms  include — 

1.  The  maintenance  of  the  permit  system,  which  I  have  just  described,  so  as  to 
control  the  traffic  at  its  source. 

2.  The  maintenance  of  heavy  loads  for  cars. 

3.  The  pooling  of  repair  shops. 

4.  The  elimination  of  circuitous  routes — freight  routes;  circuitous,  round-about 
routes. 

5.  The  unification  of  terminals. 

6.  Ihe  maintenance  of  the  "sailing-day  plan." 

7.  The  consolidation  of  ticket  offices. 

8.  The  utilization  of  universal  mileage  tickets. 

9.  The  standardization  of  equipment. 
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10.  The  maintenance  of  uniform  freight  classification  introduced  by  the  United 
States  Railroad  Administration. 

11.  The  maintenance  of  common  time  tables  between  important  points. 

12.  The  maintenance  of  hi2:h  demurrage  rates  and  uniform  rules. 

13.  The  establishment  of  through  waybilling  of  freight  from  points  of  origin  to 
destination. 

14.  Rendering  unnecessary  the  rebilling  by  connecting  or  intermediate  routes. 

15.  The  elimination  of  the  old  practice  of  mileage  or  per  diem  rental  for  the  use 
of  freight  or  passenger  cars  of  one  carrier  by  another. 

16.  The  simplification  of  the  old  practice  of  apportioning  interline  passenger  revenue. 

17.  The  utilization  of  water  routes  for  the  relief  of  crowded  rail  lines. 

The  members  of  our  league  do  not  see  how  it  is  possible  to  secure  these  and  other 
necessary  improvements  in  railway  service  with  justice  to  all  ■without  Government 
ownership  and  operation.  Not  one  of  the  many  plans  for  private  ownership  and 
control  submitted  to  you  by  interested  parties  Avill  permanently  and  economically 
secure  these  reforms  one-tenth  so  surely  and  as  well  for  our  people  as  Government 
ownership  and  operation.  Why  longer  avoid  the  inevitable  issue?  \^Tiy  let  out-grown 
economic  theories  of  competition  thwart  our  handling  of  this  railway  emergency? 

Having  reviewed  the  conditions  which  led  to  public  control  of  "the  railroads,  the 
obstacles  which  the  Government  was  obliged  to  face,  the  results  achieved  notwith- 
standing these  obstacles,  and  the  various  solutions  proposed,  1  now  come  to  the  most 
important  phase  of  the  question,  Who  shall  own  and  operate  our  railways?  Private 
interests  for  private  profit  only,  or  the  American  people,  through  the  agency  of  their 
<}overnmont,  as  a  natural  public  function  necessary  to  promote  democracy,  justice, 
and  the  general  welfare? 

I  will  endeavor  to  answer  this  question  from  the  standpoint  of  democracy  and  the 
common  good  of  the  American  people. 

V.    THE    BASIC   PRINCIPLES    OP   PUBLIC   OWNERSHIP    AND   A    SURVEY   OF  ITS    WORLD 

ACCOMPLISHMENT. 

"This  country  and  all  that  is  within  it  belongs  to  the  people  who  inhabit  it." 
(Abraham  Lincoln.) 

"Real  public  ownership  is  the  very  essence  of  democracy.  Instead  of  debasing 
human  nature  by  conflict  and  corruption  and  dividing  men  into  masters  and  maslored, 
it  brings  men  logether  in  a  union  of  interest,  accords  all  a  share  in  the  develop- 
ment arising  from  i\\e  exercise  of  judgment  and  discretion  in  the  control  of  business 
affairs,  and  affords  the  cooperative  conditions  necessary  for  the  highest  traits  of  cc  n- 
science  and  character."  (Prof.  Frank  Parsons,  Boston  Law  School,  in  The  City  for 
tlie  Peo])le.) 

The  principles  underlying  public  ownership  may  be  divided  into  two  classes.  One 
is  connected  with  ideal  government  in  its  relation  to  civil  liberty  and  equality  of 
opportunity.  This  we  call  "democracy"  and  "political  justice."  The  other 
relates  to  ])roviding  those  material  things  and  services  necessary  to  our  welfare  and 
happiness  which  we  call  "economic  justice."  Both  are  closely  interwoven,  and 
together  they  form  the  sum  of  human  justice  which  we  know  as  "social  justice,"  a  term 
inclusive  of  all  the  relations  of  mankind  in  an  ideal  commonwealth. 

Liberty  and  equality  are  essential  principles  of  justice  as  determined  by  social 
inheritance;  but  to  analyze  correctly  so(  ial  relations  a  broad  comprehension  of  eco- 
nomic conditions  is  necessary.  It  was  this  desire  to  study  questions  of  justice  and 
civil  liberty  which  led  the  author  many  years  ago  to  seek  information  concerning  the 
great  public  utilities  and  their  relation  to  national  life  and  public  welfare. 

Constant  and  intimate  relations  for  a  number  of  years  with  the  railway,  telegraph, 
telephone,  express,  and  various  other  public  utilities  had  brought  valuable  exporiencea 
to  me  in  my  business  relations  as  manufacturer  and  shipper.  Investigations  carried  on 
while  a  Member  of  the  National  House  of  Representatives  added  to  this  experience 
facts  of  an  official  nature  which  increased  this  interest.  Repeated  visits  abroad  gave 
opportunity  to  investigate  personally  the  conditions  under  which  public  utilities 
were  being  operated  in  foreign  lands  under  both  public  and  private  ownership.  The 
last  visit  occupied  14  months  in  the  year  1912-13,  during  which  time  14  countries 
were  visited.  These,  together  with  those  investigated  during  other  trips,  included 
Austria,  Bavaria,  Belgium,  Denmark,  Egypt,  England,  France,  Greece,  Holland, 
Italy,  Norway,  Prussia,  Saxony,  Scotland,  Sweden,  and  Switzerland. 

RAPID    SPREAD    OF   PUBLIC   OWNERSHIP. 

All  of  these  countries.  16  in  number,  publicly  own  and  operate  their  telephone  and 
telegraph  systems  as  parts  of  the  postal  service.  Ten  publicly  own  and  operate  their 
■entire  Tailway  systeme,  four  own  tnem  in  part,  while  only  two  (England  and  Scotland) 
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have  been  operating  their  railroads  entirely  under  private  ownsership.  Since  the 
outbreak  of  the  present  war,  the  government  of  these  two  countries  has  taken  pos- 
session of  the  railroads  also,  and  without  doubt  will  assume  actual  and  permanent 
government  ownership  in  the  near  future.  Russia,  Japan,  Australia,  and  New  Zea- 
land also  publicly  own  and  operate  their  entire  railroad  systems,  while  China,  Mexico, 
and  the  countries  of  South  America  own  theirs  in  whole  or  in  part.  All  of  these  own 
their  telephone  and  telegraph  systems  as  well,  and  many  countries  own  the  majority 
of  their  municipal  utilities.  The  United  States  of  America  is  the  only  Nation  in  the 
world  which  does  not  publicly  own  and  operate  its  telephone  and  telegraph  systems 
as  government  functions,  and  will  have  the  unenviable  distinction  of  being  the  only 
civilized  country  controlled  by  special  privilege  should  she  alone  decide  to  continue 
this  intolerable  system  of  "invisible  government." 

This  tendency  to  be  ruled  by  private  monopoly  led  Ambassador  Bryce  in  his  Ameri- 
can Commonwealth  to  declare:  "In  England  we  have  the  form  of  monarchy  with  the 
spirit  of  democracy;  while  in  America  there  exists  the  form  of  democracy  with  the 
spirit  and  essence  of  monarchy."  This  statement  is  unfortunately  too  true,  due  to 
the  fact  that  in  England  as  well  as  in  all  the  other  countries  of  Europe,  public  utilities 
are  largely  owned  and  operated  by  the  people,  their  operation  being  considered  neces- 
sary and  natural  governmental  functions.  Those  few  minor  undertakings  which  are 
allowed  to  be  privately  owned  in  these  countries  are  considered  as  public  trusts  which 
are  required  to  give  impartial  service  and  make  full  accounting  to  the  people  of  their 
stewardship. 

PUBLIC   OWNERSHIP  A   NATURAL   GOVERNMENT  FUNCTION   AND    NECESSARY  TO   SECURE 

DEMOCRACY. 

In  America,  on  the  other  hand,  the  private  monopolies  which  own  and  control  the 
great  public  utilities  have  practically  become  the  financial  and  political  masters  of 
the  people,  for,  by  means  of  unjust  rates  made  possible  by  fictitious  capitalization, 
dishonest  financing,  and  illegal  practices,  they  have  amassed  great  wealth  and  have 
grown  so  powerful  as  largely  to  control  law  and  government.  By  secret  rates  and 
rebates  they  have  crushed  out  competition  and  obtained  monopoly.  By  interlock- 
ing directorates  and  combination  of  capital  they  have  ccmtrolled  or  defied  law  and 
evaded  regulation.  Through  control  of  much  of  the  press  and  other  means  of  public 
education  they  have  influenced  public  opinion,  largely  controlling  nominaticns  and 
elections  to  public  office,  and  ultimately  directing  the  making  and  administration 
of  law. 

When  a  few  men  thus  control  the  great  functions  of  government,  that  equality  of 
opportunity  which  is  fundamental  to  democracy  can  not  exist.  There  can  be  no 
function  of  government  more  natural  and  necessary  to  the  promotion  of  general  pros- 
perity and  happiness  than  the  public  ownership  and  operation  of  all  those  agencies 
which  contribute  to  the  public  good  and  which  by  their  nature  are  monopolies,  and 
these  include  not  only  the  public  utilities  devised  by  man,  but  many  of  those  vast 
resources  of  nature  which  the  Almighty  placed  above  and  below  the  earth  for  the 
service  of  all  his  creatures. 

Since  our  National  Constitution  was  written  a  century  and  a  quarter  ago,  human 
genius  has  harnessed  nearly  all  the  forces  of  nature  in  so  many  ways  that  there  is 
scarcely  a  function  in  our  daily  life  that  is  not  performed  by  them  nor  a  condition  of 
life  which  they  have  not  revolutionized.  Then,  we  could  speak  only  within  the  radius 
of  our  voices;  now,  we  speak  from  ocean  to  ocean.  Then  courier,  stage,  or  slow  sailing 
boat  carried  our  written  messages;  now,  a  few  seconds  suffice  to  encircle  the  globe. 
Then,  our  persons  and  the  products  of  our  farms  and  factories  traveled  on  land  at  the 
rate  of  20  miles  a  day;  now,  our  fastest  trains  exceed  a  thousand. 

As  the  Creator  of  the  Universe  gave  to  all  mankind  from  the  foundation  of  the  world 
to  the  end  of  time,  the  air,  the  water,  the  sunlight,  the  heat,  the  treasures  of  the  earth 
with  all  their  powers  and  possibilities,  so  it  devolves  upon  the  city,  the  State  and  the 
Nation  to  preserve  inviolate  to  its  citizens  the  widest  and  freest  use  of  these  gifts  for 
the  common  welfare.  This  can  not  be  done  where  private  monopoly  exists,  for  one 
man  or  a  group  of  men  usurp  those  rights  which  belong  to  all. 

LIBERTY — EQUALITY — FRATERNITY. 

Whpn  first  traveling  in  Europje  in  1875  to  study  their  social  institutions  as  well  as 
the  masterpieces  of  art  and  architecture,  and  the  monuments  of  antiquity,  I  observed 
with  interest  over  the  entrances  to  public  buildings  and  churches  in  France  the 
words  "Liberty,  equality,  fraternity,"  the  impressive  motto  of  the  French  revolution 
forced  upon  the  world  by  the  tyranny  of  blinded  wealth:  and  when  extending  these 
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travels  to  other  countries  it  was  interesting  to  observe  the  extent  to  which  applied 
democracy  was  enjoyed  by  the  people. 

In  order  to  secure  indisputable  evidence  of  the  success  of  public  ownership  with 
which  to  disprove  misstatements  continually  being  made  in  the  press  and  on  the  plat- 
form, I  procured  during  the  travels  referred  to,  a  large  and  valuable  collection  of 
official  reports  and  data  of  an  absolute  authoritative  nature,  besides  personally  taking 
over  500  photographs  of  the  various  utilities  in  operation  in  many  countries.  To 
this  collection  I  added  several  hundred  photographs  taken  by  official  photographers. 

This  interesting  collection  contains  street  railway  tickets  from  many  cities  and 
countries  of  Europe,  with  fares  of  but  1  cent  for  moderate  distances,  and  averaging 
approximately  2  cents  for  all  distances.  These  gave  superior  service  from  the  receipts 
of  which  each  city  made  a  large  profit  applied  for  reducing  taxation  or  swelling  the 
fund  of  the  "common  good." 

In  England  the  very  highest  quality  of  coal  gas  was  being  supplied  under  municipal 
ownership,  in  some  instances  at  rates  as  low  as  25  cents  per  1.000  cubic  feet.  And 
even  at  this  rate  a  profit  was  made,  owing  to  honest  and  efficient  administration. 

Electricity  was  everywhere  supplied  at  rates  lower  than  those  charged  by  private 
companies  in  America,  notwithstanding  the  fact  that  in  most  of  these  countries  there 
is  but  little  water  power. 

Local  telephone  calls  were  2  cents,  and  phones  in  homes  and  offices  cost  less  than 
half  the  American  rate. 

Checking  of  baggage  or  parcels  for  storage  at  the  railway  stations  was  only  2  cents, 
as  against  10  cents  in  the  United  States.  And  all  these  puVilic  utilities  were  efficiently 
administered  and  gave  a  profit  to  the  Government.  That  these  rates  to  the  general 
public  have  not  been  established  at  the  expense  of  the  employees  we  demonstrate 
below. 

PUBLIC    OWNERSHIP   BRINGS   JUSTICE    TO    LABOR. 

The  rule  prevailing  in  both  municipal  and  national  utilities  in  countries  where 

Eublic  ownership  exists,  is  that  labor  shall  be  paid  not  less  than  the  full  wages  accorded 
y  private  companies  for  like  service,  nor  less  than  the  amount  fixed  by  labor  unions. 
In  many  countries  a  minimum  wage  law  exists  for  government  employees  upon  the 
railroads,  telegraph,  telephone  systems,  etc.;  and  this  rule  exists  in  principle  under 
municipal  ownership  in  nearly  all  cities. 

In  Great  Britain  wages  paid  municipal  employees  on  the  tramways,  gas  and  electric 
utilities  were  about  $1.75  per  day  before  the  war,  skilled  labor  being  higher.  And 
these  wages,  have,  of  course,  risen  rapidly  during  the  war.  When  it  is  remembered 
that  the  families  of  employees  get  their  street  car  tickets,  gas  and  other  services  at 
about  one-third  the  cost  in  American  cities,  their  real  wages,  when  measured  in  public 
service  to  their  families,  will  be  seen  to  be  much  higher  than  thb.se  paid  in  America. 

For  instance,  a  motorman  or  other  workman  can  buy  100  rides  of  the  average  length 
as  in  the  United  States,  or  175  rides  of  nearly  2  miles  each  for  one  day's  wage,  whereas 
the  American  employee  will  receive  but  50  rides  for  the  same  money.  One  day's 
wage  in  England  and  Scotland  v\^ll  buy  on  the  average  over  4.000  cubic  feet  of  gas  of 
the  best  quality,  double  the  amount  derived  in  America  for  the  same  work,  although 
the  wages  are  higher  as  measured  in  money. 

Strikes  and  labor  trouble  of  any  kind  are  so  extremely  rare  as  to  be  almost  unknown 
under  public  ownership,  for  the  public  has  no  interest  nor  desire  to  treat  its  own 
"citizen  employees"  otherwise  than  with  generosity  and  justice.  It  desires  to 
receive  the  best  service  and  is  glad  to  give  a  full  equivalent.  The  sole  consideration 
under  public  ownership  is  to  secure  to  everyone  perfect  service  under  just  conditions, 
while  under  private  ownership  as  practiced  in  America  the  sole  motive  is  to  obtain 
private  profit;  and  even  where  good  ser\dce  is  given  the  motive  remains  the  same. 
One  of  the  greatest  complaints  against  the  Railroad  Administration  here  in  America 
by  railroad  executives  has  been  that  the  employees  have  been  helped  to  a  decent 
standard  of  living  by  higher  wages  and  better  working  conditions. 

Under  public  ownership,  laws  and  agreements  are  entered  into  providing  for  con 
ciliation,  arbitration,  etc.,  by  which  all  questions  are  usually  settled  quickly  and 
amicably.  Employees  being  partners  in  the  business  and  enjoying  the  public  ser\ace 
for  themselves  and  their  families  have  no  motive  to  destroy  that  which  tends  to  their 
own  welfare.  The  facts  already  given  would  seem  sudicient  to  show  that  a  degree  of 
social  justice  greater  than  is  known  elsewhere  prevails  where  public  ownership  exists, 
for  the  public  as  consumers  secure  the  necessities  of  life  upon  terms  far  more  just 
than  could  be  otherwise  possible,  while  employees  receive  better  wages  and  better 
treatment  as  well. 

It  is  highly  significant  that  the  employees  of  our  railways  are  practically  unanimous 
for  Government  ownership  and  willing  to  do  anything  to  help  make  it  a  permanent 
success. 
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PUBLIC   OWNERSHIP   IN    ACCORD    WITH    OUR   CONSTITUTION. 

The  greatest  statesmen  and  constitutional  lawyers  of  every  democratic  country 
agree  in  the  \dew  that  it  is  not  only  the  right  but  the  duty  of  Government — national, 
stete,  and  municipal — to  perform  every  function  which  is  necessary  to  protect  and 
extend  the  rights,  opportunities,  and  happiness  of  its  citizens.  In  fact,  this  was  the 
supreme  purpose  of  the  founders  of  our  Republic,  and  in  order  to  secure  and  protect 
these  rights  they  placed  at  the  head  of  our  National  Constitution  the  following 
preamble : 

"We,  the  people  of  the  United  States,  in  order  to  form  a  more  perfect  union,  estab- 
lish justice,  insure  domestic  tranquillity,  provide  for  the  common  defense,  promote^ 
the  general  welfare,  and  secure  the  blessings  of  liberty  to  ourselves  and  to  our  pos- 
terity, do  ordain  and  establish  this  Constitution  for  the  United  States  of  America." 

It  must  be  noted  that  they  sought  to  provide  and  secure  to  posterity — the  people  of 
to-day — all  the  blessings  which  accompany  civil  liberty.  They  hoped  to  secure  for 
our  people  domestic  tranquility,  which  is  impossible  with  private  railway  control.. 
The  other  purposes  are  incapable  of  being  realized  under  the  private  ownership  of 
our  natural  monopoly  of  transportation.  Should  our  present  lawmaking  power- 
refuse  in  this  great  crisis  to  provide,  in  letter  as  well  as  in  spirit,  progressive  legislation 
necessary  to  carry  out  the  fundamental  principles  of  the  Constitution,  there  is  left  an 
appeal  to  the  citizenship  which  our  martyred  President,  Abraham  Lincoln,  stated 
in  the  following  words: 

"This  country  and  all  its  institutions  belong  to  the  people  who  inhabit  it,  and 
whenever  they  shall  tire  of  their  existing  Government  they  have  the  constitutional 
right  to  amend  it,  or  the  revolutionary  right  to  overthrow  it." 

If,  then,  this  principle  that  the  will  of  the  people  should  rule  has  found  its  advo- 
cates among  makers  of  laws  and  constitutions  throughout  the  centuries  when  the- 
conditions  of  society  were  more  simple  than  now,  and  when  nations  have  owned  and 
operated  their  own  highways,  post  offices,  etc.,  is  it  not  much  more  natural,  neces- 
sary, and  just  that  these  same  principles  of  public  ownership  should  be  extended 
under  the  present  and  more  complicated  conditions  of  society,  when  the  various 
forces  of  nature  are  imperatively  called  upon  to  render  service?  Justice  replies, 
"Yes." 

We  are  living  in  an  era  of  evolution  and  revolution.  Democracy  must  triumph 
over  greed.  That  "invisible  government"  of  private  monopoly  which  sets  at  nought 
the  will  of  the  people  through  the  combined  power  of  the  railways,  telegraph,  tele- 
phone, gas,  electricity,  street  railways,  and  other  public  utilities,  must  be  done  away 
with  in  the  name  of  liberty. 

VI.    SOME   TYPICAL   EXAMPLES   OF   PUBLIC   OWNERSHIP. 

To  make  clear  by  example  the  workings  of  public  ownership  under  conditions  that 
fully  prove  that  our  public  ownership  of  railways  would  be  even  more  successful  than 
those  systems  abroad,  we  present  for  your  consideration  the  difficulties  and  triumphs 
under  public  ownership  in  Switzerland.  Our  great  country  can  profit  by  the  many 
years  of  successful  experimentation  with  public  ownership  abroad,  and  does  not  have 
the  handicaps  of  pioneering,  short  hauls,  great  cost  per  mile  in  construction,  etc. 

HOW   THE    RIGHTS    OF   THE    PEOPLE    WERE    SAFEGUARDED    FROM    THE    BEGINNING    AND- 
HOW   FEDERAL   OWNERSHIP   OF  THE   SWISS   RAILWAYS   WAS   ACQUIRED. 

From  the  building  of  the  first  railroad  in  Switzerland,  the  question  whether  railroads 
should  be  constructed  and  operated  by  the  state  or  by  private  corporations  has  been 
agitated.  The  first  railroad  built  in  Switzerland — the  road  from  Zurich  to  Baden 
(23  kilometers),  opened  on  the  9th  of  August,  1847 — was  built  by  a  private  company. 
But  the  people  were  distrustful  of  the  power  which  the  private  companies  might 
ultimately  acquire  in  the  control  of  the  Government,  and  the  Federal  council  two 
years  later  at  the  request  of  the  citizens  consulted  a  number  of  railway  and  other 
experts,  among  whom  were  the  well-known  English  engineers,  Stephenson  and 
Swinbourne.  These  latter  experts  advised  the  construction  of  the  railways  by  the 
State  and  recommended  the  establishment  of  a  complete  national  system.  A  number 
of  the  other  experts  consulted,  whose  environment  had  been  that  of  the  private 
financi?,l  interests,  advised  in  favor  of  construction  by  companies  under  state  super- 
vision with  a  guaranty  of  interest  by  the  State,  while  other  favored  public  ownership- 
both  by  the  Federal  Government  and  Cantons. 

On  the  7th  of  April,  1851,  a  special  commission  of  the  national  council  itself  made 
an  official  recommendation  providing  for  the  public  ownership  and  operation  of  the- 
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railways  under  joint  srovernment  control  (national  and  state).  The  national  council 
itself  refused  to  follow  the  vote  of  this  commission,  and  in  July,  1852,  declared  in 
favor  of  private  ownership.  The  rights  of  the  people,  however,  were  thorou?;hly 
safeguarded  both  in  the  Federal  and  cantonal  law  by  abundant  provisions  limiting 
the  rates  of  charo;e  and  profits  and  providins^  that  construction  and  operation  should 
be  carried  out  with  honesty,  efficiency,  and  economy,  and  that  the  Government  at 
all  times  should  have  access  to  the  accounts  and  records.  The  franchises,  also  con- 
templating the  ultimate  taking  over  of  the  properties  by  the  authorities  either  con- 
tonal  or  federal  on  just  terms,  whenever  the  public  decided  either  that  the  profits 
of  the  companies  were  too  great,  or  that  public  management  would  insure  them  better 
service,  compelled  the  companies  to  honestly  advance  construction  and  operation, 
to  give  efficient  management,  and  perform  the  service  at  just  rates;  otherwise  the 
nation  would  exercise  its  rights  and  acquire  the  roads  for  government  operation. 

Under  these  conditions  the  public  interest  was  safeguarded  and  the  Swiss  people 
did  not  find  it  necessary  to  take  over  the  railroads  for  several  years,  since  the  stringent 
provisions  of  the  law  demanding  honest  and  efficient  management,  secured  good  service 
at  just  rates.  It  was  found,  however,  that  the  companies  were  gaining  political 
influence  with  the  national  government  which,  though  not  highly  dangerous  at  the 
time,  would  grow  in  extent  and  become  a  menace  to  national  security.  Accord- 
ingly, pressure  was  brought  to  bear  on  the  government  to  purchase  a  controlling  influ- 
ence and  interest  in  the  stock  of  the  railways,  which  it  did,  and  under  this  and  other 
systems  acquired  financial  interests  in  the  privately  owned  railways. 

The  Government  had  by  the  year  1890  acquired  quite  a  large  control  by  purchase  of 
the  majority  of  stock  in  some  of  the  most  important  svstems.  As  the  terms  for  which 
many  of  the  franchises  had  been  given  to  the  companies  would  expire  in  the  spring  of 
1898J  the  Swiss  people  invoked  the  rights  which  they  had  long  enjoyed  through  the 
system  of  direct  legislation,  and  by  a  petition  demanded  that  the  council  (the  mem- 
bers of  which  were  already  favorable  to  this  action),  should  frame  a  bill  providing  for 
the  taking  over  of  the  most  important  railway  systems  and  submit  this  as  a  referendum 
to  be  voted  upon  at  the  forthcoming  election. 

The  salient  features  of  this  Inll  were  that  the  Government  .should  purchase  and  take 
over  at  the  expiration  of  the  franchises,  the  five  most  im])ortant  railway  systems, 
which  were  the  Jura-Simplon,  the  C'outrale,  the  Nord-Est,  the  Union  Swisse,  and  the 
Gothard,  a  length  of  line  that  approximated  1,700  English  miles.  The  bill  thus  sub- 
mitted to  the  people  for  their  votes  included  everv  possible  provision  for  safeguarding 
'the  public  interests,  attended  to  the  financing,  the  accounting,  justice  to  employees 
and  users,  and  ^^■ith  a  system  of  administration  founded  upon  a  highly  intelligent  and 
practical  basis.  An  administrative  council  of  U  members  was  provided  who  were  to 
keep  constantly  in  touch  Anth  the  various  cantonal  governments  and  give  careful 
attention  to  the  needs  of  the  people. 

WHY   THE    SWISS   TOOK    OVER   THEIR    R.VILW.WS    UNDER   PUBLIC   OWMERSHIV. 

In  connection  ^vith  the  bill  which  the  national  council  had  drafted  at  the  request  of 
•.the  voters  to  provide  for  public  ownership  of  the  railroads,  the  national  council  issued 
a  message  embodying  the  reasons  which  compelled  it  to  recommend  the  passage  of  the 
bill.     Among  these  reasons  were  the  following: 

1.  That  the  unification  of  the  systems  under  one  head  would  reduce  the  expense  of 
operation  by  doing  away  with  useless  duplication. 

2.  I'Ynleral  operation  of  the  lines  being  conducted  by  a  single  administration  could 
provide  a  better  trained  administrative  body  than  a  large  number  of  private  companies. 

3.  Since  Prussia,  Austria,  and  other  States  were  enjo>'ing  the  earnings  from  their 
publicly  owned  railroads  which  would  soon  place  them  out  of  debt,  the  Swiss  railroads 
!if  privately  owned  could  not  compete  with  them  in  rates  and  thus  higher  charges  must 
be  paid  by  the  Swiss  people. 

The  Federal  council  also  made  it  clear  in  this  interesting  message  that  continued 
private  ownership  was  a  menace  to  the  political  life  of  SA\'it7,erland,  because  the 
profits  accruing  from  the  roads  left  the  country  in  the  form  of  tlividends  to  foreigners 
Tather  than  contributing  to  the  extension  and  improvement  of  their  own  railways. 

5.  Higher  wages,  reasonable  hours,  and  bett<^r  living  conditions  would  be  enjoyed 
l)y  the  railway  employees  under  government  ownership.  I'pon  this  8ul>ject  the 
message  also  says:  "  Private  compaiues,  as  a  rule,  pay  high  salaries  for  the  performance 
>of  certain  functions,  and  to  make  up  for  these  expenditures  they  economize  upon 
wages  of  common  employees,  who,  since  they  are  very  numerous,  occasion  the  great 
ibulk  of  expenditures." 
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PUBLIC  OWNERSHIP  SUBMITTED  BY  REFERENDUM  TO  THE  POPULAR  VOTE  AND  ACCEPTED 
BY   AN   OVERWHELMING   MAJORITY. 

The  vote  on  the  proposition  for  the  national  acquisition  of  the  railway  system  was 
taken  on  the  date  fixed  by  law,  February  20,  1898.  It  called  out  an  unusual  number 
of  voters.  Out  of  734,000  citizens  having  the  right  to  vote,  570,000,  in  round  numbers, 
exercised  that  right.  This  is  the  largest  proportion  of  votes  ever  cast.  The  purchase 
law  was  accepted  by  a  majority  of  over  200,000,  the  votes  standing  386,fi34  for  to  182,718 
against.     The  result  showed  an  overwhelming  majority  in  favor  of  national  ownership. 

My  investigations  of  the  practical  workings  of  this  national  system  of  railways 
extending  over  30  years  lead  to  very  decided  convictions  respecting  the  efficiency 
of  this  svstem  in  comparison  with  our  own  deplorable  lack  of  system.  Permit  me  to 
give  further  details  respecting  rates,  quality  of  service,  etc. 


SWISS       ABONNEMENT 


TICKETS   AND   REGULAR  FARES   AND   QUALITY   OF  THE   VARIOUS 
CLASSE.S    OF   SERVICE. 


Besides  the  season  ticket  for  six  weeks  referred  to,  the  Swiss  Federal  railroad  admin- 
istration issued  until  after  the  beginning  of  the  present  war  "Abonnement"  (special 
season)  tickets,  gocd  for  unlimited  travel  on  all  the  Federal  lines  (1,701  miles)  and 
on  all  the  steamers  of  the  Swiss  lakes  (Geneva,  Zurich,  Lucern,  Neuchatel,  etc.): 


First  class. 

Second  class. 

Third  class. 

Two  weeks 

$13.50 

21.25 

52. 11 

81.56 

129.31 

$9.65 
14.  50 
36.  67 
56.94 
90.71 

$6  SO 

One  month 

10  60 

Three  months 

26  05 

Six  months 

40  S3 

One  year 

64  66 

Respecting  the  qualitv  of  service  of  the  various  classes:  The  native  Swiss  ride 
almost  entirely  (except  the  weilthiest)  in  the  third  class.  It  is  clean,  sanitary,  and 
comfortable,  but  lacks  upholsterv.  The  second  class  is  used  largely  by  the  wealthy 
Swiss  and  foreign  tourists,  including  Americans,  except  the  very  wealthy,  and  in  some 
cases  those  who  desire  to  appear  wealthy.  It  is  practically  equal  to  the  first  class 
in  America.  The  first  class  is  but  very  little  different  from  the  second,  and  in  many 
cases  the  first  and  second  are  precisely  the  same,  the  only  thing  which  distinguishes 
them  being  the  label.  Both  classes  are  often  in  the  sime  car,  divided  with  a  partition, 
but  the  "poster"  showing  the  class  is  often  changed  as  circumstances  require.  The 
first  class  is  usually  used  l:)y  the  very  wealthy  or  sometime's  those  who  desire  to  appear 
so;  and  by  some  foreigners  who  have  not  learned  all  the  conditions;  often  by  Americans 
with  women  in  the  party.  But  the  services  of  the  first  and  second  classes  are  usually 
identical.  I  usually  used  the  second  class,  as  is  seen  by  the  ticket  I  exhibit.  There 
were  always  reputable,  intelligent  and  delightful  people  to  meet,  and  the  atmosphere 
seemed  entirely  democratic. 

For  regular  journeys  the  rates  per  mile  one  way  were  as  follows:  First  class,  3.2  cents; 
second  class,  2  cents;  third  class,  1.6  cents. 

The  three  classes  averaged  2.3  cents  per  mile  for  single  journeys,  and  for  round  trips 
about  1.5  cents  per  mile  each  way.  Fifty -five  pounds  of  hand  luggage  are  allowed  to 
be  carried  free  in  the  passenger  cars. 

As  has  been  already  mentioned,  the  Swiss  railways,  o\ving  to  the  country  being 
almost  entirely  mountainous,  and  abounding  with  many  chasms,  requiring  bridges 
at  dizzy  heights,  and  construction  of  countless  tunnels  being  necessary,  the  actual 
cost  of  construction  of  the  road  is  many  times  greater  per  mile  than  in  any  other  coun- 
try. Marvelous  engineering  feats  have  been  accomplished  in  the  construction  of 
these  roads,  which  have  never  been  executed  elsewhere  in  the  world.  Among  these 
are  wonderful  "corkscrew"  tunnels  in  which  the  trains,  after  crossing  a  chasm  or 
canyon  over  a  very  high  bridge,  move  around  in  spirals  like  those  of  a  corkscrew  or 
coiled  springs,  in  order  to  make  grades  that  will  permit  their  emerging  200  or  500 
feet  or  more  at  a  point  directly  below  or  above  the  entrance,  depending  on  the  direc- 
tion in  which  they  are  going.  One  of  the  most  famous  of  these  is  a  double  corkscrew, 
shaped  like  the  figure  8.  Of  the  well-known  tunnels,  the  St.  Gothard,  is  9  miles 
and  the  Simplon  (double  track)  is  12  miles  in  length,  the  two  costing  $21,000,000. 
There  are  over  1,000  tunnels  on  the  Swiss  Federal  system. 
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THE   HIGHER   COST   OF   THE    SWISS    RAILWAYS,    PURCHASED    BY    THE    GOVERNMENT    FOR 
$175,000,000,    AND  THE   LOWER   FARE. 

With  the  unparalleled  difficulties  of  construction  in  the  Alps,  the  actual  cost  of 
the  Swiss  railways  must  have  exceeded  five  times  that  of  the  average  of  the  American 
roads,  and  had  they  been  promoted  and  financed  under  American  methods  the  rates 
of  fare  would  naturally  be  five  times  as  great  as  they  now  are.  But  under  the  honest 
building  and  management  that  the  Swiss  law  required,  the  fares  for  regular  trips 
average  practically  the  same  as  in  America,  while  the  "season  "  tickets  are  only  a  frac- 
tion of  the  charges  made  in  America. 

When  the  Government  finally  took  the  roads  over,  about  1,700  miles,  it  paid  for 
them  approximately  §199,000,000,  or  §117,000  per  mile  on  the  average,  including  a 
large  mileage  of  tunnels  and  bridges  averaging  $1,000,000  per  mile. 

A  suggestive  account  of  the  purchase  of  these  lines  by  the  S\viss  Government  was 
prepared  for  the  Mus6e  Social  of  Paris,  by  its  Swiss  correspondent,  Mr.  Horace  Micheli^ 
a  translation  of  which  may  be  found  in  Volume  III,  No.  6,  December,  1898,  of  the 
American  Economic  Association.  Attention  here  is  called  to  the  protection  the 
Swiss  people  enjoyed  in  taking  over  their  railroads  under  public  ownership  through 
the  constitutional  and  democratic  right  of  "direct  legislation,"  with  the  "initiative 
and  referendum  "  in  these  proceedings. 

The  data  followTjig  will  set  before  you  a  number  of  the  important  facts  relating- 
to  public  railway  ownership  in  the  principal  countries  of  the  world,  Smtzerland 
included. 


VII.    PUBLIC     RAILWAY     OWNERSHIP 


IN     FOREIGN 
MILEAGE. 


COUNTRIES.       PUBLIC    AND    PRIVATE 


The  following  table  shows  the  number  of  miles  of  State  and  private  railways  in 
31  countries,  except  in  those  States  where  the  statistics  for  both  systems  are  mixed 
(given  together).  The  United  States  stands  vrith  China,  Spain,  Egypt,  and  the  United 
Kingdom  in  not  having  public  railways,  with  the  exception  of  the  50  miles  at  Panama 
and  a  few  other  very  short  lines.  In  France  the  Government  owns  all  the  roadbeds, 
and  the  system  is  far  more  of  a  unified  one  than  in  this  country. 

P^ew  persons  who  talk  glibly  against  Government  ownership  of  railways  realize- 
that  27  countries  now  have  government  ownership  of  from  50  miles  to  all  the  railways- 
of  the  country.  Germany  is  first  with  35,000  miles,  and  Russia  next,  Avith  about 
34,000.     India  has  over  29,000  miles,  and  Austria-Hungary  over  23,000  miles. 

One  of  the  greatest  organized  forces  which  the  allies  had  to  combat  was  the  unified 
railway  systems  of  the  central  powers.  One  of  the  greatest  sources  of  weakness  and 
of  great  losses  of  men  of  both  England  and  America  was  their  decentralized,  indi- 
vidualistic systems  which,  a^ter  a  peritid  of  futile  efforts  to  meet  the  war  emergency, 
had  to  he  taken  over  by  the  government  in  each  country. 

According  to  these  statistics,  there  are  approximately  585,384  miles  of  private- 
road,  and  189,226  miles  of  State  railroad  in  the  world,  a  percentage  of  about  32.3  per 
cent,  or  approximately  one-third.  If  we  leave  the  260,000  miles  of  private  mileage 
in  the  United  States  out  of  the  calculations  we  have  a  percentage  of  58  of  nationalized 
railways,  and  if  the  mileage  of  the  United  Kingdom  is  also  omitted,  more  than  three- 
fifths  of  the  mileage  of  the  29  following  countries  is  owned  by  the  State.  And  tliis 
does  not  include  private  railways  operated  by  the  government  as  in  Austria,  nor  the 
road  beds  owned  by  the  State  in  Frau'^e. 

Mileage  and  management  of  the  railways  of  the  tvorld. 


Coimtry. 

Management. 

Total 
mileage 
included 
in  tables. 

State 
mileage 
included  > 

Alperia 

Mixed 

2,871 
19,722 
14,217 

2,715 
10,821 

1,200 
29,304 

5,020 
606 

2,580 

1,219 

1,80.3 

3,490 

.Vtistria  1 

State 

ll,98r 

Belgium 

...  .do        

2,706 

Mixed 

6,727 

Bulgaria 

State 

1,200 

Canada 

Private 

1,742^ 

Chile       

Mixed 

3, 2:^5 

China 

Private 

Cuba 

do 

130 

Denmark 

State 

1,219^ 
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Mileage  and  management  of  the  railways  of  the  world — Continued. 


Country. 


Management, 


Total 
mileage 
included 
in  tables 


State 
mileage 
included. 


Egypt 

France 

Germany 

Holland 

Hungary  i 

India 

Italy 

Japan 

Mexico 

Norway 

Portugal 

Roumania 

Russia 

6iam 

Spain 

Sweden 

Switzerland 

Union  of  South  Africa. 

United  Kingdom 

United  States 


State . . . 
Mixed.. 
State... 
Mixed.. 
State... 

do.. 

do.. 

do.. 

do.. 

do.. 

Mixed... 

State 

Mixed... 

State 

Private . 
P.  M.... 
S.M.... 
State.... 
Private. 
do.. 


1,486 

25, 314 

38,154 

2, 063 

13,332 

35, 2.85 

8,481 

5, 473 

6,19? 

1,917 

1,521 

2,205 

40,036 

506 

9,076 

8,806 

3,155 

8, 2«1 

21,691 

260,000 


5,626 

35,951 

1,233 

11,229 

29, 317 

8,481 

5,473 

6,193 

1,635 

713 

2,205 

33,928 

506 


2,864 
1,701 
8,281 


S50 


1  Private  railways  largely  operated  by  the  State. 


«  Panama  R.  R. 


RELATIVE   TRANSPORTATION    EFFICIENCY    OP   PRIVATE    AND   PUBLIC    OWNERSHIP. 

A  leading  test  of  private  and  public  ownership  of  railways  is  efficiency  of  freight 
transportation  in  number  of  tons  of  freight  carried  per  ton  of  car  capacity.  Public 
ownership,  as  shown  in  the  following  authoritative  table,  is  far  more  efficient  than 
private  ownership  in  actual  success  in  getting  the  work  of  a  country  done.  Great 
Britain  and  the  United  States  stand  near  the  bottom  of  the  list.  England  has  suffered 
as  much  as  has  the  United  States  from  private  ownership,  and,  from  present  indica- 
tions, will  probably  have  State  ownership  and  control  before  our  legislators  devise  a 
permanent  solution  for  our  railway  problem.  The  table  equalizes  the  conditions 
existing  in  the  United  States,  with  its  long  hauls  and  consequent  lower  terminal  cost, 
and  in  other  countries,  with  short  hauls  and  multiplied  uses  of  the  terminals.  The 
average  haul  for  Sweden  is  thus  less  than  one-fifth  that  of  the  United  States  and  its 
terminal  facilities  are  burdened  with  five  times  the  cost.  In  this  and  practically 
every  test  possible,  our  country  would  be  at  an  advantage  over  other  countries  in 
instituting  public  ownership. 

Number  of  tons  carried  per  ton  of  car  capacity  for  the  countries  of  the  world. 


Country. 

Ownership. 

Date. 

Ton- 
miles 
moved 
per  ton 
of  car 
capacity. 

Rankin 
efficiency. 

Government 

1913-14 
1915 
1913 
1912 
1913 
1913 
1913 
1913 
1914 
1912 
1912 
1912 
1915 
1913 
1913 

8,347 
6,203 
5,107 
4,  £02 
4,123 
3,962 
3,553 
3,476 
3.169 
3,052 
2,957 
2,912 
2,623 
2,099 
1809 

1 

New  South  Wales 

do 

2 

Austria                            

do.... 

3 

Hungary.            

do..,. 

4 

Switzerland 

do .      , 

5 

Germany 

do 

6 

South  Australia 

do 

7 

Holland 

Mixed 

8 

United  States 

Private  companies 

9 

Belgium 

Government   ..       .            

10 

France 

Private  companies 

11 

Sweden 

Mixed 

Private  companies           ... 

12 

Canada 

13 

Mexico 

Government 

14 

Great  Britain 

Private  companies 

15 

'  Included  600,000  private  cars.    (United  States  is  ninth  in  efficiency.) 
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ECONOMICAL  USE   OF   ROLLING   STOCK. 

Another  test  is  the  efficient  use  of  the  capital  stock  owned  by  the  railways.  Our 
country  has  the  longest  average  hauls  between  terminals,  and  thus  has  to  make  fewer 
stops  to  load  and  unload,  and  yet  the  cars  are  so  inefficiently  managed  in  comparison 
with  nationalized  systems  that  it  stands  low  in  the  list  in  the  group  of  nations  and 
below  practically  all  the  publicly-owned  systems. 

Daily  movement  affreight  cars. 


Country. 

Ownership. 

Average 
haul  in 
miles. 

Tons  car- 
ried per 
ton  of car 
capacity. 

Rankin 
efficiency. 

Government  

94.10 
46.81 
65.0? 
38. 5S 
71.80 
62.04 
45. 70 
56.00 
52.  .S6 
77.60 

99.3 
8S.1 
77.8 
71.6 
69.3 
6?.  9 
6'^.  6 
62.6 
58.3 
38.2 
39.4 
33.2 
30.1 
24.1 
12.2 
10.6 
10.0 

1 

do 

2 

do 

3 

do 

4 

da 

5 

do 

6 

do 

7 

Holland                              

Mixed 

8 

Government 

9 

Private  companies 

10 

Government 

11 

Private  companies 

125.00 
117.64 

12 

G  0  vernment 

13 

Italv         

do 

14 

Private  companies 

256.00 
247.00 
210.00 

15 

do 

16 

Government 

17 

1  Company  haul;  national  haul  estimated  at  40  miles.    (United  States  fifteenth.) 


VIII.    STANDARDS   BY    WHICH   TO   TEST  RAILWAY   EFFICIENCY. 

If  our  time  were  not  so  limited  we  should  present  for  your  consideration  a  fuller  state- 
ment of  definite  standards  by  which  to  judge  the  efficiency  of  public  and  private 
ownership  and  the  comparative  standing  of  our  country  before  the  war  with  other 
countries.  We  believe  that  the  evidence  shows  that  this  standing  in  efficiency  and 
service  to  the  public  will  be  very  little  changed  by  any  regulatory  devices  which 
Congress  may  provide — that  the  only  thing  to  do  is  to  purchase  these  roads  and  provide 
for  them  efficient  administration,  a  very  easy  and  simple  thing  to  do  for  such  a  natural 
monopoly  at  the  present  time  compared  with  the  futile  effort  to  regulate  and  make 
effici(;nt  wliat  can  not  be  regulated  nor  made  efficient — jirivate  railway  ownership. 

In  an  exceptionable  address  given  by  Hon.  Da\id  J.  Lewis,  who  has  for  a  long  time 
served  the  country  with  high  distinction  as  a  Member  of  Congress  and  in  other  Federal 
capacities,  he  has  set  up  certain  fundamental  tests  of  Government  and  private  owner- 
ship and  has  applied  them  to  the  operation  and  services  of  the  railways  of  the  world. 
Each  of  these  tests  applied  in  a  scientific  and  impartial  manner  demonstrates  beyond 
cavil  that  Government  ownership  is  to-day  far  more  socially  efficient  than  is  i)rivate 
ownership.  We  beg  to  j)resent  below  an  outline  of  his  testa  as  given  before  the  Open 
Forum  of  Baltimore,  May  12,  1918,  and  the  reconstruction  conference  at  Washington, 
D.  C,  January  9  to  11,  1919.  We  respectfully  urge  that  the  entire  report  of  these 
researches  by  Mr.  Lewis  in  this  problem  shoidd  be  obtained  by  this  committee  and 
printed  in  the  records.  It  is  too  valuable  as  an  aid  in  a  broad,  unbiased  solution  of 
this  greatest  emergency  of  reconstruction  not  to  be  made  available  to  the  committee, 
the  Congress,  and  the  people.  A  very  largo  share  of  the  hearings  have  necessarily  been 
with  various  railway  interests.  At  least  one  scientific  study  of  this  problem,  from  the 
Btandi)oint  of  the  whole  people,  should  also  appear. 

Mr.  Lewis's  seven  tests  were  given  substantially  as  foUowa: 

GOVERNMENT   AND   PRIVATE    RAILWAY   DIRECTION. 
[Examined  with  reference  to  certain  standard  tests.] 

Test  I.  The  capital  invested. — (a)  In  respect  to  its  security;  (6)  constancy  of  remunera- 
tion; (c)  amplitude  and  readiness  of  supply. 

Test  II.  Economic  efficiency,  with  respect  to:  (n)  Utilization  of  rolling  stx)ck;  {h)  rout- 
ing of  freight;  (c)  coordination  of  railway  carriers  with  water  carriers;  {d)  simplicity  of 
rates  and  fiscal  practice. 
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Test  III.  Effectiveness  of  personnel  in  respect  to:  (a)  Work  accomplished;  (6)  relative- 
exemption  from  accident;  (c)  experience  of  certain  countries  in  this  regard,  before  and 
after  Government  railway  direction. 

Test  IV.  Social  efficiency. — Government  and  private  direction  examined  with  respect 
to:  (a)  Movement  of  potential  freight  traffic;  (6)  transportation  costs  per  capita  and 
per  ton;  (c)  costs  per  unit  of  service;  (d)  fast  freight,  pick-up,  and  delivery  services. 

Test  V.  Social  efficiency. — Government  and  private  ownership  examined  with 
respect  to:  (a)  Movement  of  potential  passenger  traffic;  (6)  cost  per  unit  of  service;  (c) 
adjustments  of  rates  to  services;  (d)  effect  rate  reductions;  (e)  popular  passenger  rates; 
(/)  feeding  the  train,  sleeping  facilities,  frequency  of  service. 

Test  VI.  Railway  development,  with  respect  to:  (a)  Extension;  (6)  its  exercise  to 
prevent  industrial  depression;  (c)  to  utilize  waterways. 

Test  VII.  Government  and  private  direction  with  respect  to:  (a)  The  functioning 
of  the  State  itself;  (6)  military  exigencies;  (c)  equilibrium  of  its  active  power  with 
organized  agencies  of  individuals;  (d)  railway  strikes;  (e)  political  problems;  (/)  method 
of  acquisition;  and  (g)  method  of  management. 

Summary.- — Government  or  private  direction — results  of  preceding  tests  applied  as 
standards. 

We  may  be  permitted  to  quote  here  the  concluding  paragraph  of  this  comprehensive 
and  factual,  not  theoretical,  investigation. 

"Railway  transportation  is  naturally  national  in  its  characteristics.  It  is  govern- 
mental in  its  requirement  of  the  sovereign  power  of  eminent  domain,  in  its  use  of  the 
taxing  power  to  levy  taxes,  discrimiijating  taxes,  to  secure  the  necessary  revenue.  It 
is  national  in  the  form  of  organization  it  must  take  for  effective  management,  the 
president,  the  board  of  directors,  the  stockholders'  meetings,  to  formulate  its  laws, 
and  their  majority  rule.  The  railway  organization  clearly  simulates  the  government 
with  its  President,  his  Cabinet,  the  Congress  and  its  majority  rule.  I  say  it  is  national 
in  its  characteristics,  not  individualistic.  And  to  its  other  national  characteristics 
national  ownership  should  be  added.  Give  their  owners  first  the  "just  compensation" 
of  the  Constitution,  their  managers  the  oath  it  prescribed  for  dutiful  service,  and  set 
the  flag  over  every  depot  in  the  land.  Only  in  this  way  can  our  railways  be  com- 
pletely devoted  to  the  accomplishments  of  broad  national  policies  conceived  with  a 
view  to  the  maximum  service  of  our  country  in  peace  and  in  war." 

PART  III.— RAILWAY  EXPLOITATION  UNDER  PRIVATE  OWNERSHIP. 

IX.  A  SURVEY  OP  THE  PROMOTION,  FINANCING,  AND  ADMINISTRATION  OP  AMERICAN 
RAILROADS,  AS  DISCLOSED  BY  INVESTIGATIONS  OP  THE  INTERSTATE  COMMERCE 
COMMISSION  RESPECTING  FIVE  IMPORTANT  RAILROAD  SYSTEMS  COVERING  APPROXI- 
MATELY ONE-THIRD  OP  THE  ENTIRE  MILEAGE  OP  THE  UNITED  STATES,  AND  SUM- 
MARIZED FROM  THESE  INVESTIGATIONS  IN  THE  OFFICIAL  GOVERNMENT  REPORTS 
AS  follows:  new  YORK,  NEW  HAVEN  &  HARTFORD  RAILWAY  CO.  (REPORT  NO.  G5C9, 
JULY  11,  1914);  THE  LOUISVILLE  &  NASHVILLE  RAILROAD  CO.  (REPORT  NO.  4788, 
FEB.  9,  1915);  THE  CHICAGO,  ROCK  ISLAND  &  PACIFIC  RAILWAY  CO.  (REPORT  NO. 
6834,  JULY  31,  1915);  THE  CINCINNATI,  HAMILTON  &  DAYTON  RAILROAD  CO.,  AND 
THE  PERE  MARQUETTE  RAILROAD  CO.  (REPORT  NO.  6S33,  MAR.  13,  1917);  ST.  LOUIS  A 
SAN   FRANCISCO   RAILROAD   CO.    (REPORT   NO.    5933,    JAN.   20,    1914). 

The  promotion,  financing,  and  administration  of  American  railroads  marks  a  dark 
but  impressive  and  instructive  chapter  in  our  country's  history.  It  is  a  record  of  a 
Nation's  shame,  which  can  only  be  fully  atoned  for  when  the  American  people  shall 
have  supplanted  the  "invisible  government"  of  private  financial  autocracy  with 
real  and  living  democracy  by  owning  and  operating  for  the  common  welfare  all  those 
natural  functions  of  government  necessary  for  the  common  good.  Then  only  will 
America  enter  into  her  destiny  and  enjoy  the  fruition  of  the  labors  and  hopes  of  its 
people.  F'urther  experimentation  with  regulation  under  the  false  notions  of  the  ne- 
cessity of  private  control,  competition,  initiative,  etc.,  must  be  stopped  in  the  inter- 
est of  the  public  welfare. 

It  is  an  unpleasant  task  to  bring  before  the  public  view  the  manner  in  which  gov- 
ernment, the  press,  and  politics  have  been  corrupted,  and  the  rights  of  citizens,  both 
political  and  economic,  imperiled  or  destroyed;  yet  it  is  due  to  the  American  people 
that  they  know  the  truth,  and  thus  be  able  "to  select  and  apply  remedies  that  shall  be 
safe  and  sufficient  for  all  time  to  protect  and  advance  justice  and  democracy. 

As  our  country  now  faces  the  problem  as  to  who  shall  own  and  operate  the  railways 
in  the  future — private  interests  for  private  profit,  or  American  citizens  for  the  common 
good — whether  the  railways  shall  own  them  or  they  own  the  railways — and  since  the 
determination  of  this  question  by  Congress  will  be  largely  based  in  the  manner  in 
which  these  public  agencies  have  been  recently  administered,  it  is  most  important 
that  the  history  of  operations  during  the  past  20  years  be  known.     Accordingly,  the 
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facts  of  recent  occurrence  will  be  most  largely  considered ;  yet  it  is  also  important  to 
view  the  foundations  laid  many  years  ago  on  which  modern  railroad  financing  and 
administration  in  America  have  been  built.  Accordingly,  the  facts  will  be  stated 
with  but  brief  reference  to  early  railroad  history. 

The  first  era  of  railway  promotion  in  the  United  States  saw  the  building  of  roads 
and  lines  which  afterwards  by  consolidation  were  merged  into  larger  systems,  im- 
portant ones  becoming  the  New  York  Central  &  Hudson  River,  the  Pennsylvania 
lines,  the  Erie,  and  the  Baltimore  &  Ohio.  The  three  first  mentioned  soon  became 
known  as  controllers  of  legislation  and  as  practicing  questionable  methods  of  finance 
and  administration.  The  valuable  book  by  Charles  Francis  Adams,  "Chapters  of 
Erie,"  well  illustrates  the  system  of  exploitation  largely  used  in  those  early  days. 

PROMOTION    OF   THE    PACIFIC    RAILWAYS. 

About  1850  the  Government  decided  to  make  extensive  surveys  for  a  railway 
system  to  be  built  to  he  Pacific  coast.  After  these  surveys  had  been  made  at  the 
-expense  of  the  Nation,  a  private  corporation  known  as  the  "Credit  Mobilier"  was 
formed  for  the  purpose  of  privately  controlling  the  vast  system  of  railway  transporta- 
tion planned  by  the  Government.  The  giving  over  of  these  rights  to  this  corporation 
marks  the  first  widely  known  chapter  in  the  dark  history  of  American  promotion  and 
financing  of  railways.  The  history  of  this  event  is  recorded  in  two  congressional 
reports  of  investigations  covering  more  than  1,300  pages.  The  first  known  as  '  'The 
Poland  Report"  (report  No.  -77  of  Select  Committee  of  House  of  Representatives  to 
investigate  alleged  "Credit  Mobilier,"  Feb.  18,  1873,  42d  Cong.,  2d  sess.);  and  the 
"Wilson"  rei)ort,  No.  78,  of  Select  Committee  of  House  of  Representatives  to  make 
inquiry  of  the  affaii's  of  the  Union  Pacific  Railroad  Co.,  the  Credit  Mobilier  of  America, 
etc. 

These  reports  disclose  most  important  facts  relating  to  the  reckless  manner  in  which 
Members  of  Congress  were  bribed  or  influenced  by  promises  of  profit  to  turn  over  the 
building  and  ownership  of  these  lines  to  a  private  corporation.  The  investigation 
showed  that  one  prominent  Congressman  who  afterwards  became  President  of  the 
United  States  and  two  others  who  were  nominated  for  the  Vice  Presidency  were 
implicated  in  the  transactions,  as  well  as  others.  Time  and  space  do  not  permit  the 
recital  of  details,  and  it  may  be  suflicient  for  the  present  to  quote  briefly  from  the 
conclusions  reached  by  the  investigating  committees  mentioned.  We  quote  from  the 
Poland  report: 

'  'But  such  is  the  tendency  of  the  times,  and  the  belief  is  far  too  general,  that  all  men 
can  be  ruled  with  money,  and  that  the  use  of  such  means  to  carry  public  measures  is 
legitimate  and  proper.  In  a  free  Government  like  ours  we  can  not  expect  the  people 
will  long  respect  the  laws  if  they  lose  respect  for  the  lawmakers." 

We  quote  the  following  from  the  Wilson  report: 

"A  great  highway  was  to  be  created,  the  use  of  which  for  postal,  military',  and  other 
purposes  was  to  be  secured  to  the  Government.  Your  committee  deem  it  important 
to  call  special  attention  to  the  declared  object  of  this  act,  to  accomplish  which  object 
the  munificent  grant  of  lands  and  loan  of  the  Government  credit  was  made.  Congress 
relied  for  the  performance  of  these  great  trusts  by  the  corporators  upon  their  sense  of 
public  duty;  upon  the  fact  that  they  were  to  deal  ^^^th  and  effect  a  large  capital  of 
their  own;  upon  the  presence  of  five  directors  appointed  by  the  President  especially 
to  represent  the  public  interest,  to  hold  no  stock.  Your  committee  find  themselves 
constrained  to  report  that  the  moneys  borrowed  l)y  the  corporation  under  a  power 
given  them  only  to  meet  the  necessities  of  the  construction  and  endowment  of  the 
road  have  been  distributed  in  di\ddends  to  the  corporators;  that  the  stock  was  issued 
not  to  men  who  paid  for  it  at  par  in  money,  but  who  paid  for  it  not  more  than  30  cents 
on  the  dollar  in  road  making;  that  of  the  Government  directors  some  of  them  had 
neglected  their  duties  and  others  had  been  interested  in  the  transactions  by  which 
the  provisions  of  the  organic  law  had  been  evaded ;  that  at  least  one  of  the  commis- 
sioners appointed  by  the  President  had  been  directly  bribed  to  betray  his  trust  by 
the  gift  of  $25,000,  and  that  there  had  been  attempt  to  induce  influential  Members  of 
Congress  to  become  interested  in  the  profits.  *  *  *  We  think  the  facts  we  have 
stated  would  furnish  ground  for  judgment  of  forfeiture  of  all  the  franchises,  including 
the  principal  franchise." 

In  this  connection  it  would  be  interesting  to  recall,  if  time  permitted,  the  letters  of 
C.  P.  Huntington,  president  of  the  Pacific  Railway,  and  other  directors  of  the  same 
road,  which  came  to  light  later  in  a  lawsuit,  in  tchich  he  referred  n'ith  contempt  to  the 
public  officials  whom  he  controlled  loith  his  money,  and  the  disgust  and  uearincss  uhirh 
seized  him  by  reason  of  the  time  he  teas  obliged  to  spend  in  Washington  to  get  the  legislation 
he  wanted. 
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It  would  be  natural  to  suppose  that  after  these  disclosures  of  the  wicked  acts  and 
violations  of  all  laws  by  the  two  Pacific  railroad  companies,  either  shame  or  fear 
would  cause  them  to  discontinue  their  methods;  yet  they  continued  largely  to  control 
Congress  for  many  years,  and  as  late  as  the  55th  Congress  succeeded  in  getting  fresh 
legislation  enabling  them  to  cheat  the  Government  out  of  vast  sums  which  they  still 
owe  the  Nation  and  which  through  various  devices  they  have  evaded  paying. 

The  building  of  the  Pacific  railroads  has  passed  into  history,  leaving  its  dark  blot 
on  our  national  escutcheon,  only  to  be  effaced  as  time  rolls  on,  bringing  with  it  forget- 
fulness.  The  later  period,  though  not  so  notably  corrupt  in  its  flagrant  and  open 
bribery  of  Government  officials,  has  been  equally  wicked  from  the  standpoint  of  its 
effect  upon  the  economic  welfare  of  our  people.  One  of  the  outstanding  examples  of 
this  period  is  the  work  of  the  late  E.  H.  Harriman,  who,  starting  as  a  small  broker,  by 
the  manipulation  of  money  and  securities,  without  building  any  roads  or  doing  any 
other  constructive  service  to  mankind,  amassed  a  fortune  estimated  at  about 
$250,000,000. 

Such  is  a  brief  review  of  railway  promotion  in  the  earlier  days.  We  will  now 
rapidly  survey  the  methods  used  in  more  recent  times  by  some  of  the  chief  bankers 
and  railway  financiers  of  America  whose  influence  now  extends  over  the  entire 
world  in  controlling  money,  credit,  and  monopolies  in  all  lines  of  manufacturing  and 
commerce,  as  well  as  railroads  in  the  United  States. 

RECENT  REFINED  METHODS  OF  RAILWAY  FINANCING  AND  ADMINISTRATION — HISTORY 
OF  A  nation's  SHAME,  SHOWING  THE  ILLEGAL  AND  FRAUDULENT  PRACTICES  OP 
AMERICAN  FINANCIERS  AND  EXECUTIVES  DURING  THE  PAST  TWENTY  YEARS  IN  FALSI- 
FYING THEIR  ACCOUNTS  TO  COVER  UP  THE  EMBEZZLEMENT  OF  THE  COMPANY'S 
FUNDS  AND  THE  EXPENDITURES  OF  THE  STOCKHOLDERS'  MONEY  FOR  INFLUENCING 
AND  CONTROLLING  LEGISLATION,  POLITICS,  AND  THE  PRESS;  THE  FRAUDS  PRAC- 
TICED BY  DIRECTORS  IN  TAKING  FOR  THEIR  PRIVATE  USE  THE  FUNDS  OP  THE  COM- 
PANY; THE  DECEPTIVE  ACCOUNTING  REGARDING  CAPITALIZATION,  INVESTMENT, 
ETC.,  AND  THE  BURNING  OF  THE  BOOKS  AND  RECORDS  TO  SECURE  SECRECY  OP  THEIR 
ACTS,  AS  SHOWN  IN  THE  OFFICIAL  REPORTS  OF  THE  INTERSTATE  COMMERCE  COM- 
MISSION. 

During  the  years  from  1912  to  1915  various  complaints  were  made  by  shippers  and 
the  public  to  Congress  and  the  Interstate  Commerce  Commission  respecting  certain 
illegal  practices  of  five  important  systems  of  railways  and  their  resulting  inefficiency 
of  service  and  unjust  rates.  On  account  of  these  complaints,  which  seemed  well 
substantiated,  the  Interstate  Commerce  Commission,  partly  on  its  own  initiative  and 
partly  in  compliance  with  resolutions  of  Congress,  made  investigations,  and  issued 
their  official  reports  of  findings,  in  the  years  1913  to  1917,  respecting  the  unlawful 
practices  and  financial  transactions  of  five  railway  systems  comprising  approximately 
one-third  of  the  country's  entire  mileage.  The  systems  investigated  by  the  Inter- 
state Commerce  Commission  and  reviewed  herein  are: 

The  New  York,  New  Haven  &  Hartford  Railroad  Co.,  report  No.  6569;  date  July 
11,  1914. 

The  Louisville  &  Nashville  Railroad  Co.,  report  No.  4788;  date  February  9,  1915. 

The  Chicago,  Rock  Island  &  Pacific  Railroad  Co.,  report  No.  6834;  date  July  31, 
1915. 

The  St.  Louis  &  San  San  Francisco  Railroad,  report  No.  5933,  January  20,  1914. 

The  Cincinnati,  Hamilton  &  Dayton  Railroad  Co.  and  the  Pere  Marquette  Railroad 
Co.,  report  No.  6833;  date  March  13,  1917. 

These  investigations  were  made  with  the  most  painstaking  care  possible,  covering 
long  periods  of  time,  in  which  special  agents  of  the  commission  were  employed  to 
secure  information  and  to  investigate  the  books  and  accounts.  Officers  of  the  com- 
panies were  summoned  before  the  commission  and  several  thousand  pages  of  testi- 
mony were  taken.  The  findings  of  the  commission  were  published  in  their  official 
reports  mentioned,  and  disclose,  among  others,  the  following  facts: 

The  evidence  secured  by  the  commission  shows  that  every  railroad  company  investi- 
gated knowingly  falsified  its  accounts,^  partly  in  order  to  hide  expenditures  of  large 
sums  for  controlling  politics  and  elections  and  influencing  legislation  and  the  admin- 
istration of  laws;  falsified  the  accounts  respecting  capital,  expenses,  and  profits,  so 
that  the  commission,  in  many  instances,  was  unable  to  find  for  what  purpose  vast  sums 
were  expended ;  and  in  many  cases  the  books  and  accounts  were  burned  by  the  directors 
in  order  to  hide,  in  so  far  as  possible,  various  illegal  transactions.  Many  of  these  acts 
were  done,  as  the  records  conclusively  show,  by  directors  who  are  well  known  as  among 
the  world's  greatest  financiers;  yet  even  though  many  records  were  willfully  destroyed, 
the  commission  was  able  to  secure  sufficient  evidence  in  many  cases  to  disclose  the 
names,  dates,  and  facts. 
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In  order  to  place  these  various  illegal  practices  in  systematic  order  before  you  and 
our  people,  to  demonstrate  the  unregulatable  character  of  this  private  control  of  a 
natural  monopoly,  and  to  refer  readily  to  official  evidence  and  the  findings  of  the  com- 
mission, they  may  be  briefly  classified  as  follows: 

1.  Extravagant  speculations  and  purchases  of  worthless  securities  in  the  interests 
of  the  directors;  peculations  from  the  stockholders'  money  by  illegal  devices,  accom- 
panied by  the  falsifying  of  books  and  accounts  and  their  later  burning  by  the  directors. 

2.  Illegally  spending  the  stockholders'  money  and  property  to  corruptly  influence 
politics,  the  press,  and  public  opinion,  and  to  secure  secrecy  respecting  their  acts. 

3.  Acts  to  secure  a  monopoly  against  the  public  interest,  by  the  violation  of  the  laws 
of  many  States  as  well  as  of  the  nation. 

4.  The  organization  by  the  railway  directors  of  "fake"  corporations,  with  "dummy" 
officers  to  hide  the  identity  or  the  real  promoters,  and  shield  them  from  prosecution. 

5.  The  voting  to  themselves  by  the  directors  of  extravagant  salaries,  in  addition  to 
which  large  sums  were  taken  by  some  of  these  officials  without  warrant  of  law. 

The  various  acts  recited  are  necessarily  interwoven  and  will  be  grouped  by  subjects 
as  systematically  as  convenient. 

All  the  extracts  from  the  commission's  report  respecting  the  various  railway  systems 
are  taken  verbatim  from  the  records. 

"No.  6569. — In  re  Financial  Transactions  op  the  New  York,  New  Haven  & 
Hartford  Railroad  Co. — July  11,  1914. 

"  report  of  the  commission  to  the  senate  op  the  united  states. 

"  By  the  Commission: 

"  The  Commission  has  the  honor  to  submit  the  following  report  in  compliance  with 
the  resolution  of  the  Senate  dated  February  7,  1914: 

"scope  of  the  investigation. 

"  Public  hearings  were  held  extending  over  a  period  of  60  days  of  almost  continuous 
Bession.  Witnesses  in  a  position  to  have  knowledge  of  the  transactions  under  scrutiny 
were  examined.  In  the  search  for  truth  the  Commission  had  to  overcome  many 
obstacles,  such  as  the  burning  of  books,  letters,  and  documents  and  the  obstinacy  of 
witnesses  who  declined  to  testify  until  criminal  proceedings  were  begun  for  their 
refusal  to  answer  questions.  The  New  Haven  system  has  more  than  liOO  subsidiary  cor- 
porations in  a  web  of  entangling  alliances  with  each  other,  many  of  which  are  seemingly 
planned,  created,  and  manipulated  by  lawyers  expressly  retained  for  the  purpose  of 
concealment  or  deception. 

"The  result  of  our  research  into  the  financial  workings  of  the  former  management 
of  the  New  Haven  system  has  been  to  disclose  one  of  the  most  glaring  instances  of 
maladministration  revealed  in  all  the  history  of  American  railroading.  In  the  course 
of  the  investigation  many  instances  were  uncovered  of  violation  of  the  laws  of  different 
States.  As  pointing  to  violations  of  State  laws,  we  have  turned  o^•er  the  evidence 
concerning  local  occurrences  in  New  York  City  to  the  district  attorney  for  the  proper 
district,  and  the  testimony  relating  to  irregularities  in  Massachusetts  and  Rhode 
Island  have  been  laid  before  the  proper  authorities  of  those  States.  The  Commission 
has  also  furnished  the  Department  of  Justice  with  a  complete  record  of  the  testimony. 

"The  difficulties  under  which  this  railroad  system  has  labored  in  the  past  are  internal 
and  wholly  due  to  its  own  mismanagement.  Its  troubles  have  not  arisen  because  of 
regulation  by  governmental  authority.  Its  greatest  losses  and  most  costly  blunders 
were  made  in  attempting  to  circumvent  governmental  regulation  and  to  extend  its 
domination  beyond  the  limits  fixed  by  law. 

"The  subject  matter  of  this  inquiry  relates  to  the  financial  operation  of  a  railroad 
system  which,  on  June  30, 1903,  had  a  total  capitalization  of  appro .ximatelv  $93,000,000, 
of  which  $79,000,000  was  stock  and  $14,000,000  bonds.  In  the  10  years  from  June  30, 
1903,  this  capitalization  was  increased  from  $93,000,000  to  $417,000,000,  exclusive  of 
stock  premiums,  or  an  increase  of  $324,000,000.  Of  this  increase  approximately 
$120,000,000  was  devoted  to  its  railroad  property  and  was  expended  for  betterments 
and  equipment.  This  leaves  the  sum  of  $204,000,000,  which  was  expended  for  opera- 
tions outside  of  its  railroad  sphere.  Through  the  expenditure  of  thLs  sum  this  railroad 
system  has  practically  monopolized  the  freight  and  passenger  business  in  five  of  the 
States  of  the  Union.  It  has  acquired  a  monopoly  of  competing  steamship  lines  and 
trolley  systems  in  the  section  which  it  serves.  The  financial  operations  necessary  for 
these  acquisitions,  and  the  losses  which  they  have  entailed,  have  been  skillfully 
concealed  by  the  juggling  of  money  and  securities  from  one  subsidiary  corporation 
to  another. 
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SIGNIFICANT   INCIDENTS, 

"Marked  features  and  significant  incidents  in  the  loose,  extravagant,  and  improvi- 
dent administration  of  the  finances  of  the  New  Haven  as  shown  in  this  investigation 
are  the  Boston  &  Maine  despoilment;  the  iniquity  of  the  Westchester  acquisition; 
the  double  price  paid  for  the  Rhode  Island  trolleys;  the  recklessness  in  the  purchase 
of  Connecticut  and  Massachusetts  trolleys  at  prices  exorbitantly  in  excess  of  their 
market  value;  the  unwarranted  expenditure  of  large  amounts  in  "educating  public 
opinion;"  the  disposition,  without  knowledge  of  the  directors,  of  hundreds  of  thou- 
sands of  dollars  for  influencing  public  sentiment;  the  habitual  payment  of  unitemized 
vouchers  without  any  clear  specification  of  details;  the  confusing  interrelation  of  the 
principal  company  and  its  subsidiaries  and  consequent  complication  of  accounts; 
the  practice  of  financial  legerdemain  in  issuing  large  blocks  of  New  Haven  stock  for 
notes  of  the  New  England  Navigation  Co.,  and  manipulating  these  securities  back 
and  forth;  fictitious  sales  of  New  Haven  stock  to  friendly  parties  with  the  design  ot 
boosting  the  stock  and  unloading  on  the  public  at  the  higher  'market  price;'  the- 
unlawful  diversion  of  corporate  funds  to  political  organizations;  the  scattering  of 
retainers  to  attorneys  of  five  States,  who  rendered  no  itemized  bills  for  services; 
and  who  conducted  no  litigation  to  which  the  railroad  was  a  party;  extensive  use 
of  a  paid  lobby  in  matters  as  to  which  the  directors  claim  to  have  no  information; 
the  attempt  to  control  utterances  of  the  press  by  subsidizing  reporters;  payment  of 
money  and  the  profligate  issue  of  free  passes  to  legislators  and  their  friends;  the  in- 
vestment of  $400,000  in  securities  of  a  New  England  newspaper;  the  regular  employ- 
ment of  political  bosses  in  Rhode  Island  and  other  States,  not  for  the  purpose  of  having 
them  perform  any  service  but  to  prevent  them,  as  Mr.  Mellen  expressed  it,  from 
'becoming  active  on  the  other  side;'  the  retention  by  John  L.  Billard  of  more  than 
$2,700,000  in  a  transaction  in  which  he  represented  the  New  Haven  and  into  which 
he  invested  not  a  dollar;  the  inability  of  Oakleigh  Thorne  to  account  for  $1,032,000 
of  the  funds  of  the  New  Haven  intrusted  to  him  in  carrying  out  the  Westchester 
proposition;  the  story  of  Mr.  Mellen  as  to  the  distribution  of  $1,200,000  for  corrupt 
purposes  in  bringing  about  amendments  of  the  Westchester  and  Port  Chester  franchises; 
the  domination  of  all  the  affairs  of  this  railroad  by  Mr.  Morgan  and  Mr.  Mellen  and 
the  absolute  subordination  of  other  members  of  the  board  of  directors  to  the  will  of 
these  two;  the  unwarranted  increase  of  the  New  Haven  liabilities  from  $93,000,000 
in  1903  to  $417,000,000  in  1913;  the  increase  in  floating  notes  from  nothing  in  1903 
to  approximately  $40,000,000  in  1913;  the  indefensible  standard  of  business  ethics 
and  the  absence  of  financial  acumen  displayed  by  eminent  financiers  in  directing  the 
destinies  of  this  railroad  in  its  attempt  to  establish  a  monopoly  of  the  transportation 
of  New  England.  A  combination  of  all  these  has  resulted  in  the  present  deplorable 
situation  in  which  the  affairs  of  this  railway  are  involved." 

Pages  35  to  41  of  the  report  give  a  history  of  the  celebrated  transaction  in  which  18 
miles  of  railroad,  in  which  Directors  J.  P.  Morgan,  sr.,  William  Rockefeller,  and  some 
promoters  who  were  their  friends,  were  interested,  was  unloaded  by  them  on  the 
railroad  company  at  a  meeting  kept  secret  from  the  rest  of  the  board  of  directors,  at 
which  meeting  President  Mellen  presided.  This  property  proved  to  be  more  than 
worthless  to  the  stockholders,  ha\'ing  been  operated  at  an  annual  loss  of  over  $1 ,000,000, 
annually,  and  for  which  their  directors  forced  them  to  pay  the  vast  sum  of 
$36,434,173.25. 

The  principal  accounts  respecting  this  transaction  were  kept  in  the  office  of  J.  P. 
Morgan  &  Co.,  in  such  a  manner  as  to  hide  the  purposes  for  which  moneys  were  received 
or  expended,  under  the  title  of  "Special  Account  No.  2."  Part  of  the  accounts  were 
kept  by  another  banker  interested  in  the  transaction  named  Oakleigh  Thorne,  respect- 
ing whom  the  commission  report  says: 

"It  appeared  during  the  progress  of  this  investigation  that  the  personal  records  of 
Thorne  \yhich  might  have  shown  all  the  details  of  these  disbursements  had  been  burned 
by  him  in  January,  1912." 

This  transaction  is  all  the  more  sensational  since  Mellen,  president  of  the  road,  was 
not  permitted  by  the  directors,  who  robbed  it  to  the  extent  of  millions  of  dollars,  to 
know  who  got  the  money. 

Another  startling  fact,  the  exact  counterfeit  of  which  has  perhaps  often  occurred 
in  the  history  of  American  railroading,  but  never  before  known  and  published,  is 
revealed  in  this  investigation  respecting  this  road.  The  record  shows  conclusively 
that  President  Mellen  of  the  road  was  practically  appointed,  or  selected,  at  the  instiga- 
tion of  J.  P.  Morgan,  sr.,_and  when  this  "president"  desired  to  ascertain  the  facts 
respecting  the  transaction  in  which  the  road  was  robbed  by  a  conspiracy  of  Mr.  Morgan 
with  three  other  directors  without  the  knowledge  of  the  rest  of  the  boa/d,  "President" 
Mellen  was  not  permitted  by  Mr.  Morgan  to  know  (as  he  expressed  it  over  his  oflficial 
signature  as  disclosed  in  the  record)  "who  got  the  money  for  the  truck  turned  over." 

The  following  is  from  the  report: 
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"the   new   YORK,    WESTCHESTER    &   BOSTON    RAILWAY   CO. 

"The  Westchester  is  a  story  of  the  profligate  waste  of  corporate  fiinds.  The  road  was 
not  necessary  as  a  part  of  the  New  Haven  system.  It  parallels  other  lines  already 
owned  by  the  New  Haven  and  traverses  territory  which  the  New  Haven  already 
served.  That  it  was  recognized  as  unnecessary  by  the  New  Haven  itself  at  its  incep- 
tion is  e\ddenced  by  the  fact  that  the  New  Haven  sought  an  injunction  to  restrain  the 
construction  of  this  road  on  the  specific  ground  that  it  was  not  in  answer  to  any  public 
necessity  and  paralleled  its  already  existing  line. 

"The  enormous  sum  of  $36,434,173.25  was  expended  for  a  road  only  18.03  miles  in 
extent,  which  is  being  operated  at  an  annual  loss  of  approximately  $1,250,000,  and 
which  will  have  to  increase  its  earnings  four  and  one-half  fold  before  it  can  pay  its 
operating  expenses  and  fixed  charges.  It  is  inconceivable  that  this  enterprise  could 
have  been  entered  into  by  the  New  Haven  as  a  result  of  the  mandates  of  good  judg- 
ment and  proper  railroading. 

"  The  Westchester  acquisition  was  planned  and  executed  by  a  special  committee  of 
the  board,  consisting  of  directors  Morgan,  Rockefeller,  and  Miller,  with  president 
Mellen  as  chairman.  The  vote  appointing  this  committee  '  on  proposed  competition 
between  the  Connecticut  State  line  and  Harlem  River,  with  power,'  does  not  dis- 
close an  intention  to  authorize  the  buying  of  charters  and  promotion  securities  and 
the  building  of  a  new  railroad,  muchless  one  at  a  cost  of  §36,000,000.  It  is  ambiguous 
and  was  evidently  intended  to  conceal  a  secret  purpose.  The  full  board  was  not 
taken  into  the  confidence  of  those  dh-ectors  who  wanted  these  securities  purchased, 
and  no  report  was  ever  made  by  this  committee  placing  the  situation  as  they  found 
it  before  the  board. 

"  The  first  information  the  board  had  concerning  the  extravagant  acquisition  of  West- 
chester and  Port  Chester  securities  was  on  November  8.  1907.  when  this  committee 
made  its  only  report.  It  was  then  learned  that  Sll.155.000  had  l)een  expended  in 
obtaining  control  of  these  two  insolvent  promotion  schemes,  and  that  this  expendi- 
ture carried  with  it  an  obligation  to  construct  two  railroads,  under  franchises  of  doubt- 
ful validity,  paralleling  the  existing  line  of  the  New  Haven. 

"There  is  no  record  that  this  committee  ever  required  from  these  parties  an  item- 
ized statement  of  the  disliursements  they  made  of  the  funds  advanced  from  'special 
account  No.  2"  nor  was  any  such  statement  ever  rendered.  No  vouchers  were  taken. 
Special  account  No.  2  on  the  books  of  J.  P.  Morgan  &  Company  shows  nothing  more 
than  the  lump  sums  received  from  the  New  Ha^•en  and  the  dislnirsement  of  the  same 
to  Thome  and  later  to  the  Millbrook  Company  on  notes  of  the  respective  payees. 
It  appeared  during  the  progress  of  this  investigation  that  the  personal  records  of  Tliorne 
which  might  have  shown  the  detail  of  these  disbursements  had  been  burned  by  him 
in  January,  1912,  as  before  stated. 

"In  a  letter  of  October  30,  1906,  to  C.  S.  Mellen  from  the  attorney,  Francis  Iv^mde 
Stetson,  who  was  representing  all  the  parties  in  the  deal,  namely,  J.  P.  Morgan  & 
Company,  the  Millbrook  Company,  Perry  and  Thorne.  and  the  New  York,  New  Haven 
&  Hartford  Railroad  Company,  there  is  the  following  language  which  is  significant 
as  to  the  course  the  committee  was  pursuing: 

"  'Referring  to  the  conversation  this  morning  between  yoiu-self,  Mr.  Thorne,  and 
myself,  it  has  occurred  to  me  that  it  is  possible  that  Mr.  Thome's  purchases  and  even 
his  payments  may  have  to  begin  before  he  shall  have  ascertained  the  validity  of  the 
two  principal  charters  which  he  is  to  acquire,  and  that  in  the  event  of  the  develop- 
ment subsequently  of  their  invalidity  it  might  be  that  the  money  spent  would  be 
money  lost.' 

"The  report  of  this  committee,  however,  was  unanimously  'approved,  ratified, 
and  confirmed'  at  the  meeting  of  the  board  of  November  8,  1907,  at  which  the  follow- 
ing directors  were  present:  Mellen,  Rockefeller,  Morgan,  Milner,  Thayer,  Brooker, 
Brush,  Warner,  Cheney,  Miller,  Skinner,  Barney,  Taft,  Wittemore,  Elton,  Heming- 
way, Robertson,  Robbins,  and  Parker. 

"After  tliis  meeting  of  the  board  at  which  this  undetailed  report  was  ratified,  Mr. 
Mellen  went  to  see  Mr.  Morgan,  and  recjucsted  more  information  as  to  the  ex]ienditure 
of  the  amounts.  According  to  Mr.  Mellen 's  evidence.  Mr.  Morgan  asked  him  if  he 
knew  who  wrote  the  report,  and  upon  Mr.  Mellen 's  reply.  'Yes;  ^Ir.  Stetson  wrote  it,' 
Mr.  Morgan  asked  him.  'Do  you  think  you  know  more  than  Stetson?'  Mr.  Mellen 
admitted  he  did  not,  and  apparently  acquiesced,  but  took  the  precaution  to  vrrite 
upon  the  back  of  his  report,  while  still  smarting  under  the  humiliation  of  the  interview 
with  Mr.  Morgan,  the  following  words: 

"'The  trouble  with  this  there  is  nothing  to  show  Avho  got  the  money  for  the  truck 
turned  over.  I  don't  like  the  looks  of  it.  but  I  don't  see  why  the  matter  should  not 
be  made  plain.     If  1  had  the  stock  and  sold  it,  I  should  expect  others  would  state 
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they  bought  it  of  me;  but  that  don't  seem  to  have  been  the  disposition  here.  I  never 
have  known  the  first  thing  about  who  originally  held  the  securities,  what  they  were 
sold  for;  and  no  one  thought  that  I  was  entitled  to  know.  Perhaps  I  am  not.  I  would 
feel  better  if  there  were  at  least  a  disposition  to  let  me  know  something  more  than 
appears  in  the  record. 

'"(Signed)  C.  S.  M. 


!    )) 


"The solution  of  the  difficulties  was  the  further  expenditure  of  $1,524  072.77.  This 
was  artfully  arranged  by  having  the  New  Haven  on  June  15,  1908,  transfer  to  its  sub- 
sitliary.  the  New  England  Navigation  Company.  8,000  shares  of  its  stock  at  $150  per 
share,  which  the  Navigation  Company  in  turn  transferred  to  Charles  S.  Mellen,  the 
president  of  both  corporations,  who  conducted  the  negotiations.  On  March  5,  1909, 
an  additional  1  495  shares  of  New  Haven  stock  at  $158  per  share  was  in  like  manner 
placed  in  Mr.  Mellcn's  possession,  and  certain  sums  of  money  were  also  advanced  to 
him  from  time  to  time. 

"  There  were  just  13  things  that  had  to  be  done,  according  to  Mr.  Mellen.  to  get  the 
Westchester  out  of  its  franchise  difficulties,  and  it  is  significant  that  all  amendments 
to  the  franchises  were  obtained,  and  the  sequence  was  that  the  New  Haven,  in 
addition  to  these  things,  received  30,431  of  the  34  0531  outstanding  shares  of  the  New 
York,  Westchester  &  Boston  Railroad  Co.  stock,  which  Mr.  Mellen  testified  was  not 
worth  10  cents  a  pound.  The  testimony  is  somewhat  occult,  but  the  character 
of  the  transaction  is  no  less  certain.  This  money  was  used  for  corrupt  purposes  and 
the  improper  expenditures  covered  up  by  the  transfer  to  the  New  Haven  of  these 
worthless  securities. 

•X-  *****  * 

"  No  comment  is  necessary  to  make  clear  to  the  mind  the  corrupt  and  unlawful 
nature  of  this  transaction  and  it  would  seem  that  the  amount  illegally  expended 
could  be  recovered  from  Mr.  Mellen  and  the  directors  who  authorized  it." 

******* 

In  accordance  with  the  opinion  expressed  above  by  the  commission  as  to  the 
responsibility  of  those  who  perpetrated  this  wrong  upon  the  stockholders  of  the  New 
Haven,  suit  was  some  time  ago  instituted  by  17,023  stockholders  against  Messrs. 
Morgan  and  Rockefeller,  Avho  were  directly  responsible  for  the  s^vindling  of  the  stock- 
holders, aTid  other  directors  who  were  either  directly  or  indirectly  responsible.  The 
amount  of  damage  claimed  in  the  suit  to  be  restored  to  the  stockholders  was  $150,000,000, 
Respecting  these  men  the  commission  says:  "Some  are  guilty  for  acts  committed; 
others,  the  greater  number,  for  their  failure  to  act.  They  are  alike  culpable  and 
responsible  to  the  stockholders." 

MILLIONS    WASTED    IN    THE    PURCHASE    AT    EXTRAVAGANT    PRICES    OF    TROLLEY    LINES 
AND    STEAMSHIP   COMPANIES   AT   THE    EXPENSE    OP   THEIR   STOCKHOLDERS. 

The  folio >ving  is  from  pages  41-44  of  the  report: 

"RHODE   ISLAND   TROLLEYS. 

"The  purchase  of  the  Rhode  Island  trolleys  was  another  instance  of  millions  wasted 
in  acquiring  properties  that  bring  an  annual  deficit  instead  of  a  surplus,  and  consti- 
tute a  liability  instead  of  an  asset  in  the  New  Haven  system. 

"The  United  Gas  Improvement  Co.,  of  Philadelphia,  that  controlled  this  property 
under  lease,  had  capitalized  the  future  hopes  of  the  proposition  into  a  holding  com- 
pany known  as  the  Rhode  Island  Securities  Co.  and  had  issued  $19,899,000  of  deben- 
tures, which  represented  an  investment  of  approximately  only  $6,000,000.  The 
difference  in  these  amounts  was,  as  Mr.  Mellen  testified,  merely  capitalized  water. 

"Not  to  be  deterred  by  extravagant  expenditure,  Mr.  Mellen  undertook  to  exchange 
the  debentures  of  the  Providence  Securities  Co.,  which  he  had  created  for  the  pur- 
pose, for  these  debentures  of  the  Rhode  Island  Securities  Co.,  and  to  add  thereon 
the  guaranty  of  the  New  York,  New  Haven  &  Hartford  Railroad  Co.,  both  as  to  prin- 
cipal and  interest.  The  result  of  the  transaction  was  to  enable  the  United  Gas  Im- 
provement Co.  to  realize  par  value  on  these  securities,  based  merely  upon  lively 
expectation  of  future  possil)ilities,  and  thereby  immediately  placed  the  burden  of  the 
watered  stock  upon  the  backs  of  the  New  Haven  stockholders. 

"  The  millions  that  were  made  from  this  transaclion  did  not  come  through  magic,  but  were 
brought  into  existence  at  the  expense  of  the  stockholders  of  the  New  Haven,  upon  whom 
and  the  public  the  yoke  of  gi\'ing  value  to  these  securities  ultimately  rested,  and  the 
New  Haven  stock  wvs  diluted  to  the  extent  of  the  icater  thus  added. 
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"This  gas  company  also  owned  some  Connecticut  trolley  lines,  and  it  was  made  a 
further  condition  of  the  Rhode  Island  trolley  acquisition  that  the  New  Haven  take  over 
these  properties. 

"When  the  details  had  been  worked  out  by  Mr.  Mellen  for  the  assuming  of  this 
additional  burden  the  board  of  directors  without  question  acquiesced.  Mr.  Mellen 
testified  that  these  Connecticut  trolleys  represented  a  -payment  of  about  ^10.000,000  more 
than  their  value. 

"The  Rhode  Island  and  Connecticut  trolley  ventures  are  further  evidences  of  the 
prodigality  in  the  expenditure  of  the  money  of  the  New  Haven  stockholders  in 
carrying  out  an  unlawful  policy  of  transportation  monopoly." 

MALADMINISTRATION   COST   THE    STOCKHOLDERS   §20,000,000   ADDITIONAL. 

On  pages  55  and  56  is  the  following: 

"the    new    ENGLAND   INVESTMENT    &    SECURITY   CO. 

"This  company  and  its  affairs  constitute  a  striking  illustration  of  the  deliberate 
attempt  to  entangle  the  New  Haven  with  street  railways  which  has  recently  been 
publicly  avowed  by  former  President  Mellen. 

"  The  Supreme  Judicial  Court  of  Massachusetts  (198  Mass..  413)  decided  in  substance 
that  this  company  was  not  separate  and  independent  of  the  New  Haven,  but  was  a 
mere  device  of  that  company  to  continue  to  hold  stock  in  Massachusetts  trolleys  in 
violation  of  the  laws  of  that  State. 

"  The  testimony  shows  that  Charles  S.  Mellen  held  control  of  the  common  stock  of 
this  company  through  James  B.  Brady,  as  a  dummy,  until  quite  a  recent  period. 
These  shares  have  been  transferred  to  Sanderson  &  Porter,  a  firm  of  railroad  contrac- 
tors and  builders,  who  since  1902  have  from  time  to  time  been  engaged  in  operations 
for  the  New  Haven. 

"  It  seems  quite  clear  in  view  of  the  relations  of  this  firm  ^nth  the  New  Haven  in 
the  past  that  this  stock  is  now  held  by  Sanderson  &  Porter  for  the  New  Haven. 

"All  profits  which  this  company  has  made  in  the  past  have  been  the  result  of 
transactions  in  the  purchase  and  sale  of  securities  in  which  the  New  Haven  had  title 
or  large  interests,  not  in  the  open  market,  but  under  circumstances  which  would  have 
been  collusive  and  fraudulent  if  this  security  company  was  in  fact  an  independent 
organization  entirely  separate  from  the  New  Haven. 

"On  its  note  there  were  turned  over  to  it  at  one  time  $9,918,145.65  of  securities 
bought  and  paid  for  with  New  Haven  funds. 

The  inside  facts  as  to  its  dealings  show  a  continued  operation  in  violation  of  Massa- 
chusetts laws  and  in  flagrant  violation  of  the  injunction  issued  by  the  highest  court 
of  that  State. 

"A  summary  of  the  operations  of  the  New  England  Investment  &  Sedurity  Co.  as 
recorded  on  its  books  appears  in  the  appendix,  identified  as  Exliibit  D." 

JUGGLING   THE   ACCOUNTS   TO    INCREASE    CAPITALIZATION   AND    HIDE    IRREGULARITIES. 

It  has  always  been  a  favorite  device  of  the  American  railroads  to  print  additional 
certificates  of  capital  stock  which  represent  no  real  value,  and  sell  them  to  the  public, 
and  in  other  cases  by  juggling  back  and  forth  of  the  assets  and  accounts  to  suit  the 
private  purpose  of  directors  and  financiers,  to  form  an  excuse  for  increased  rates. 
The  Interstate  Commerce  Commig!?ion  refers  to  these  methods  in  the  following  ex- 
tracts from  pages  57-58  of  the  report. 

"QUESTIONABLE   METHODS   EMPLOYED   TO   INCREASE   THE   AMOUNT   OF   CAPITAL   STOCK. 

"Increases  in  capital  stock  of  the  New  York,  New  Haven  &  Hartford  Railroad 
Co.  have  been  made  upon  the  basis  of  transfers  of  assets  from  one  subordinate  com- 
pany to  another. 

"The  steamship  properties  of  this  system  at  one  time  were  held  by  the  New  Eng- 
land Na^^gation  Co.,  approximating  a  coi^t  of  §;ll, 500,000.  This  latter  company  in 
1907  transferred  the  title  to  these  steamship  properties  to  the  Consolidated  Railway 
Co.  at  a  value  of  5-20,000,000.  The  Consolidated  Railway  Co.  thereupon  increased 
its  capital  stock  $20,000,000.  The  Consolidated  Railway  Co.  was  then  merged  with 
the  New  Haven,  and  the  stock  of  the  latter  company  increased  |80,000,000,  $20,000,000 
of  which  went  to  the  New  England  Navigation  Co.,  and  placing  in  its  treasury  by 
this  transaction  $20,000,000  Consolidated  Railway  stock,  which  liy  the  merger 
became  New  Haven  stock,  with  a  market  value  of  over  |30,000,000'.  It  was  this 
stock  with  which  control  of  the  Boston  &  Maine  Railroad  Co.  was  secured. 
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"manipulation  op  accounts. 

"Proper  accounting  demands  that  the  records  of  a  company  should  reflect  accu- 
rately the  transactionsrelatingto  the  matter  recorded,  and  where  accounts  fail  to  reveal 
a  true  history  of  the  transactions  it  can  be  due  to  but  one  of  two  causes — carelessness 
or  design, 

"Several  transactions  appear  of  record  which  show  that  by  no  stretch  of  imagina- 
tion can  the  irregularity  of  recording  be  classified  as  due  to  carelessness;  the  following 
are  illustrations: 

"In  February,  1911,  the  New  York,  New  Haven  &  Hartford  Railroad  purchased 
23,520^  shares  of  the  Rutland  Railroad  Co.'s  stock  from  the  New  York  Central  &  Hud- 
son River  Railroad  Co.,  giving  in  exchange  therefor  its  check  upon  the  Farmers' 
Loan  &  Trust  Co.  in  the  sum  of  $2,364,977.15.  No  entries  can  be  found  in  the  record 
of  the  New  Haven  Company  which  reveal  this  transaction.  The  stock  thus  acquired 
was  on  the  same  day,  with  a  check  for  $135,022.85,  delivered  to  the  New  England 
Navigation  Co.  in  exchange  for  its  note  of  12,500,000.  The  effect  of  the  recording  of 
this  transaction  is  that  the  sum  paid  the  New  York  Central  for  the  stock  shows  as  a 
cash  advance  to  the  New  England  Navigation  Co. 

"February  14,  1910,  the  New  England  Navigation  Co.  sold,  through  the  firm 
of  J.  P.  Morgan  &  Co.,  50,000  shares  of  New  York,  New  Haven  &  Hartford  Railroad 
Co.  stock  at  a  price  of  157  net,  the  cash  proceeds  amounting  to  $7,849,000.  A  check 
was  remitted  by  J.  P.  Morgan  &  Co.  for  $5,162,203.02  to  the  New  England  Naviga- 
tion Co.,  and  16,744  shares  of  Worcester,  Nashua  &  Rochester  stock  were  acquired 
for  the  account  of  the  New  England  Navigation  Co.  at  a  total  cost  of  $2,686,796.98." 

DUMMY   COMPANIES    FORMED   TO    HIDE    THE    IDENTITY    OF    RAILROAD    OFFICIALS    AS   TO 
THEIR   COMPLICITY  IN   ILLEGAL  ACTS   AND   FRAUDS    ON   THE    STOCKHOLDERS. 

The  following  is  from  pages  45,  60,  and  61  of  the  official  report. 

'  'Witnesses  who  were  officers  of  some  of  these  companies  appeared  before  the  com- 
mission and  testified  that  they  acted  as  'dummies'  under  the  directions  of  Robbins  and 
of  attorneys  selected  by  him.  Some  of  them  handled,  without  any  knowledge  of  the 
nature  or  purpose  of  the  transactions,  checks  approximating  $3,000,000. 

"dummy   COMPANIES. 

"The  frequency  with  which  dummy  corporations  and  dummy  directors  appear  in 
this  record  leads  to  the  conclusion  that  some  one  high  in  the  counsels  of  the  New  Haven 
had  an  obsession  upon  the  subject  of  the  utility  of  such  sham  methods.  The  directors 
of  the  Billard  Company  confessed  that  they  were  dummies  and  knew  nothing  of  its 
operations.  Why  men  of  respectability  and  standing  as  these  appear  to  be  should  lend 
their  names  as  dummies  passes  comprehension. 

"In  the  organization  of  one  of  the  steamship  companies  the  young  lady  stenographer 
was  made  president;  and  a  youth  of  21  years  of  age  by  the  name  ofGrover  Cleveland  Richards 
was  selected  as  treasurer  of  another  company. 

^^  Clerks  and  irresponsible  persons  were  drawn  upon  to  supply  the  demand  for  dummies 
in  the  financial  joy  riding  by  the  management  of  the  New  Haven. 

"Mellen's  stock  in  the  New  England  Investment  &  Securities  Co.  was  held  by 
James  B.  Brady,  who  testified  that  he  was  merely  a  dummy  for  Mr.  Mellen.  Director 
Skinner's  stock  in  this  same  company  was  held  by  a  relative  and  a  bookkeeper  in  his 
office.  Thus,  throughout  the  entire  story  of  deception,  the  New  Haven  management 
vainly  endeavored  to  hide  the  true  facts  behind  these  dummy  individuals  and  dummy 
corporations. 

"As  a  matter  of  law,  such  devices  are  feeble  and  puerile,  but  if  the  master  financiers 
behind  these  New  Haven  transactions  could  use  these  sham  methods  and  thus  give 
their  indoresment  to  the  availability  of  such  crooked  schemes  to  cover  the  true  sub- 
stance and  fact  of  financial  transactions  it  indicates  a  low  state  of  financial  morality. 
No  condemnation  can  be  too  severe  to  apply  to  the  frequent  use  of  these  companies 
by  the  New  Haven. 

'  'While  in  many  States  there  are  safeguards  established  by  law,  in  other  States  there 
is  such  a  prodigality  in  the  creation  of  corporations  as  to  greatly  prejudice  the  interests 
of  investors,  creditors,  and  the  public  welfare  generally. 

While  stock  in  the  New  Haven  road  was  listed  on  the  New  York  Stock  Exchange  a 
large  portion  of  its  funds  were  invested  in  "blue  sky"  corporations,  the  officers  of 
which  knew  nothing  of  the  purposes  or  assets  of  the  companies  of  which  they  were 
managers  or  officers. 
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HOW  OFFICIALS  PROFITED  AT  THE  EXPEKSE  OF  THEIR  ROADS  BY  CONTRACTS  WITH  COM- 
PANIES  IN   WHICH  THEY   OR  THEIR   FRIENDS    WERE    FINANCIALLY   INTERESTED. 

The  records  of  the  New  Haven,  as  well  as  the  other  railway  systems  investigated, 
invariably  show  that  the  officials  did  not  purchase  their  supplies  in  a  businesslike 
manner  and  at  reasonable  prices,  but  at  extravagant  prices  in  their  own  interest  with- 
out regard  to  that  of  the  stockholders.  As  this  was  the  general  custom,  the  history 
abounds  with  many  like  transactions. 

"large   PURCHASES   WITHOUT   BIDS. 

"Purchases  of  cars  and  coal  are  two  large  expenditures  that  railroads  make.  The 
New  Haven  purchased  cars  almost  exclusively  from  James  B.  Brady  ^\dthout  compe- 
tition and  to  the  extent  of  some  $37,000,000.  Mr.  Brady,  as  a  ^^atness,  made  no  secret 
of  his  generosity  to  the  officials  with  whom  he  had  business.  His  methods  were  justi- 
fied by  him  on  the  ground  that  the  officers  of  the  New  Haven  were  old  friends. 

"Locomotives  were  purchased  from  a  company  in  which  a  director  of  the  New 
Haven  was  also  a  director.  Many  supplies  obtained  by  the  New  Haven  were  from 
companies  having  directors  who  were  also  directors  of  the  New  Haven. 

"Corporate  economy  is  not  practicable  where  gifts  and  obligations  arising  from 
friendship  tend  to  obscure  official  duty." 

The  following  extract  respecting  the  railroads'  expenditures  for  controlling  politics 
is  found  on  pages  61-62  of  the  report. 

POLITICAL  CONTRIBUTIONS. 

"The  New  Haven  Railroad  had  no  politics.  It  was  Democratic  in  Democratic 
States  and  Republican  in  Republican  States.  As  Mr.  Mellen  testified,  its  effort  was 
always  to  'get  under  the  best  umbrella.' 

"Payments  made  for  political  purposes  totaled  a  large  sum. 

"For  instance,  in  1900,  $50,000  was  contributed  by  the  New  Haven  for  campaign 
purposes  through  J.  P.  Morgan  &  Co.  No  proper  and  complete  voucher  for  this 
payment  appears  on  the  books  of  the  New  Haven  Co. 

"In  1904  a  payment  of  $50,000  was  made  through  Mr.  Mellen  for  political  purposes. 
This  was  secretly  done  and  not  reported  to  the  directors  or  stockholders  or  in  any 
manner  made  public. 

"No  public-service  corporation  may  rightfully  use  corporate  funds  to  promote  a 
political  cause  or  to  support  a  political  candidate  or  a  political  party. 

"A  corporation  as  such  has  no  political  principles  to  maintain  and  no  political 
candidates  to  support. 

"The  revenues  of  a  public-service  corporation  are  for  the  most  part  derived  from  the 
exercise  of  the  right  delegated  to  it  by  the  SDvereign  power  to  tax  the  public  by  fixed 
rates  established  in  accordance  with  iaw.  Shippers  and  the  traveling  public  may  be 
presumed  to  be  divided  in  political  opinion.  Corporate  revenue  derived  by  public 
tax  from  men  of  one  political  conviction  can  not  be  used  to  support  the  fortunes  of  a 
candidate  or  party  of  contrary  political  principles. 

"Regardless  of  the  injustice  to  stockholders  and  travelers  belonging  to  another 
party  which  results  from  such  use  of  funds,  the  ^v^.thdra\val  from  corporate  use  and  the 
diversion  to  political  use  is  illegal  and  indefen8il)le. 

"  Nor  is  the  '  education '  of  the  public  upon  economic  issues  any  part  of  the  province 
of  a  corporation  such  as  here  in  question. 

"Such  political  and  'educational'  use  of  corporate  funds  is  a  gross  injustice  to  the 
stockholders  and  the  public." 

LOSSES  OF  $60,000,000  TO  §90,000,000  DUE  TO  WASTE,  MISMANAGEMENT,  AND  SPECULA- 
TIONS BY  RAILROAD  OFFICIALS,  AND  ATTEMPTS  TO  CONTROL  POLITICS,  THE  PRESS, 
AND   PUBLIC   OPINION. 

The  following  is  from  pages  63-70  of  the  official  report: 

"waste — IMPAIRMENT   OF   VALUE — LOSSES. 

"In  attempting  to  estimate  the  losses  of  the  New  Haven  stockholders,  the  three 
large  items  of  loss  with  which  we  are  confronted  are  those  arising  out  of  the  acquisi- 
tion of  the  Boston  &  Maine  stock,  the  New  York,  Westchester  &  Boston  stock,  and  the 
Rhode  Island  trolleys. 

"Two  hundred  and  nineteen  thousand  one  hundred  and  eighty-nine  shares  of  the 
common  stock,  6,543  shares  of  the  preferred  stock,  and  one  bond  of  the  Boston  &  Maine 
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Railroad  are  carried  for  the  New  Haven  by  the  Boston  Railroad  Holding  Co.,  as  of 
December  31,  1913,  at  $30,303,653.18.  There  must  of  necessity  be  a  large  loss  upon 
the  capital  invested  in  this  Boston  &  Maine  stock,  by  reason  of  the  depreciation  thereof 
in  the  market,  caused  by  the  New  Haven's  mismanagement. 

"  It  is  difficult  to  form  an  estimate  of  the  extent  of  this  depreciation. 

"  The  Boston  Railroad  Holding  Co.,  on  October  1, 1909,  took  over  the  New  Haven's 
Boston  &  Maine  stock  at  $140  per  share. 

"At  present  the  Boston  &  Maine  stock  is  selling  in  the  market  at  somewhere  around 
$40  per  share. 

"The  market  depreciation  of  the  common  stock  of  the  Boston  &  Maine  owned  by  the 
New  Haven  is  therefore  $20,475,025.68. 

"  Where  figures  are  submitted  as  estimates  herein  they  are  and  must  of  necessity  be 
taken  only  as  approximations. 

"There  is  the  additional  loss  growing  out  of  the  unfortunate  Billard  transaction  of 
$2,748,700  unless  John  L.  Billard  is  compelled,  as  he  should  be,  to  make  restitution. 

"In  addition  there  have  been  large  expenses  incurred  in  litigation,  in  procuring 
legislation,  and  in  a  vain  attempt  to  stem  the  tide  of  adverse  popular  opinion. 

"A  summarization  of  these  figures,  where  they  are  specific,  is  as  follows: 
Depreciation  ('using  market  price  of  $40): 

Boston  &  Maine ." $20,  475,  025.  68 

Billard  transaction 2,  748,  700.  00 

Total  depreciation  and  loss 23,  223,  725.  68 

"A  summary  of  the  foregoing  losses  is  as  follows: 

Boston  &  Maine $23,  223,  725.  68 

New  York,  Westchester  &  Boston 11,  457, 156.  09 

Hartford  &  Worcester  Street  Railway 73,  394.  27 

Springfield  Railway  companies 203,  221. 15 

Worcester  Consolidated  Street  Railway 10,  500.  00 

Worcester  &  Southbridge  Street  Railway 15,  580.  00 

Connecticut  Co 12,  535,  386.  01 

Rhode  Island  Co 18,  352,  336.  41 

Total 65,  871,  299.  61 

"From  all  of  the  foregoing  and  from  a  careful  consideration  of  the  method  in  which 
expenditures,  not  specified  herein,  have  been  made,  it  is  submitted  that  a  reasonable 
estimate  of  the  loss  to  the  New  York,  New  Haven  &  Hartford  Railroad  Co.  bv  reason 
of  waste  and  mismanagement  will  amount  to  between  $60,000,000  and  $90,000,000. 

"The  splendid  property  of  the  New  Haven  Railroad  itself  will  be  called  upon  for 
many  a  year  to  make  up  the  drain  upon  its  resources  resulting  from  the  unpardonable 
folly  of  the  transactions  outside  the  proper  field  in  which  stockholders  supposed  their 
moneys  were  invested. 

"But  honesty  and  efficiency  of  management  of  this  property  as  a  railroad  only 
will  undoubtedly,  in  time,  restore  its  former  standing. 

"evil  of  interlocking  directorates. 

"A  system  of  interlocking  directorates  has  grown  up  and  flourished  in  the  past 
few  years  which  has  brought  about  combinations  and  intercorporate  relationsliips 
not  conducive  to  the  public  welfare.  On  the  New  Haven  board  of  directors  there 
was  a  representative  of  the  Pennsylvania  Railroad,  which  railroad  owned  35,000  shares 
of  New  Haven  stock;  there  was  a  representative  of  the  New  York  Central,  which 
owned  35,000  shares;  there  was  a  representative  of  insurance  interests  that  owned 
35,000  shares,  and  a  representative  of  an  express  company  that  had  a  contract  with 
the  railroad;  there  were  directors  who  were  also  directors  of  the  Standard  Oil  Co., 
the  United  Steel  Corporation,  the  Pullman  Co.;  in  fact,  every  other  interest  seemed 
better  represented  on  the  New  Haven  board  than  the  average  stockholder's  interest. 

"There  are  too  many  ornamental  directors  and  too  many  who  have  such  childlike 
faith  in  the  man  at  the  head  that  they  are  ready  to  indorse  or  approve  anytliing  he 
may  do. 

"The  handling  of  bank  deposits  and  security  sales  of  these  corporations  are  massed 
in  a  few  hands,  carrying  with  them  a  power  and  domination  over  large  amounts  of 
banking  capital  as  well  as  the  control  of  great  railroad  systems.  These  and  other 
evils  as  the  result  of  interlocking  directorates  are  now  well  recognized  and  known, 
and  they  have  been  emphasized  by  the  disclosures  of  this  investigation. 
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"funds  to  be  recovered  on  behalf  op  the  stockholders. 

"From  the  facts  developed  in  this  investigation,  it  would  seem  that  there  is  little 
question  concerning  the  recovery  of  a  substantial  amount  of  the  stockholders'  money 
that  has  been  wasted. 

"If  any  expenditures  were  made  in  violation  of  the  antitrust  laws  of  the  United 
States,  are  not  such  expenditures  ultra  vires  and  is  it  not  the  legal  obligation  of  the 
directors  to  satisfy  out  of  their  own  fortunes  any  loss  which  results  to  the  company? 

"These  are  all  pertinent  questions  in  the  light  of  the  developments  brought  about 
by  this  investigation. 

"Directors  can  not  without  accountability  deplete  a  corporate  treasury  in  ventures 
which  are  in  violation  of  the  law  of  the  land. 

"directors  consciously  transgressing  antimonopolt  laws. 

"The  evidence  shows  that  in  pursuance  of  the  policy  of  transportation  monopoly 
the  New  Haven  purchased  the  Connecticut  trolleys,  the  Rhode  Island  trolleys,  the 
Massachusetts  trolleys,  steamship  lines,  the  Boston  &  Maine  Kailroad,  and  other  means 
of  transportation  that  were  available  and  purchasable.  That  this  plan  was  done  in 
violation  of  the  Federal  statute  it  seems  quite  clear,  for  competition  was  sought  to  be 
destroyed.  That  the  directors  were  conscious  they  were  proceeding  along  lines  that 
were  probably  inhibited  by  law  is  evidenced  by  the  testimony  of  Director  Elton,  that 
as  each  line  was  purchased  some  one  would  ask  the  question  in  the  board  of  directors 
if  it  were  not  in  violation  of  law,  and  that  Mr.  Robbins,  general  attorney  for  the  New 
Haven,  would  state  to  the  board  that  the  New  Haven  charter  permitted  them  to  do 
anything. 

"It  appears,  therefore,  that  not  only  were  these  consolidations  contrary  to  law,  but 
these  directors  were  cognizant  of  that  fact,  and  contented  themselves  with  the  advise 
of  counsel  that  under  the  company's  charter  it  could  do  any  tiling  it  pleased. 

"new  haven  monopoly  corrupt. 

"This  investigation  has  demonstrated  that  the  monopoly  theory  of  those  controlling 
the  New  Haven  was  unsound  and  mischievous  in  its  effects.  To  achieve  such  monop- 
oly meant  the  reckless  and  scandalous  expenditure  of  money;  it  meant  the  attempt 
to  control  public  opinion;  corruption  of  government;  the  attempt  to  pervert  the 
political  and  economical  instincts  of  the  people  in  insolent  defiance  of  law.  Through 
exposure  of  the  methods  of  this  monopoly  the  invisible  government  which  has  gone 
far  in  its  efforts  to  dominate  New  England  has  been  made  visible.     It  has  been  clearly 

groven  how  public  opinion  was  distorted ;  how  officials  who  were  needed  and  who  could 
e  bought  were  bought;  how  newspapers  that  could  be  subsidized  were  subsidized; 
how  a  college  professor  and  publicists  secretly  accepted  money  from  the  New  Haven 
while  masking  as  a  representative  of  a  great  American  university  and  a.s  the  guardians 
of  the  interests  of  the  people;  how  agencies  of  information  to  the  public  were  prosti- 
tuted wherever  they  could  be  prostituted  in  order  to  carry  out  a  scheme  of  private 
transportation  monopoly  imperial  in  its  scope. 

"directors  criminally  negligent. 

"It  is  inconceivable  that  these  wrongs  could  have  gone  on  without  interference 
if  the  members  of  the  board  of  directors  had  been  true  to  the  faith  they  owed  the  stock- 
holders. A  number  of  directors  appear  in  many  instances  to  have  voted  without 
knowledgfe  and  to  have  approved  the  expenditure  of  many  millions  without  informa- 
tion. According  to  the  testimony  of  some  of  thg  directors  they  merely  approved 
what  had  been  done  by  some  committee  or  by  some  officer  of  the  company.  The  direc- 
tors' minutes  reveal  that  it  was  largely  a  body  for  ratification  and  not  authorization,  as 
the  law  intended  a  board  of  directors  should  be.  None  of  the  directors  would  have 
been  so  careless  in  the  handlihg  of  his  own  money  as  the  evidence  demonstrates  they 
were  in  dealing  with  the  money  of  other  people.  The  directors  actively  or  passively 
acquiesced  in  the  efforts  of  the  Mellen-Morgan- Rockefeller  r6gime  to  extend  tne  domi- 
nation of  this  corporation  over  the  whole  transportation  field  in  New  England. 

"If  these  directors  who  were  faithless  to  their  stewardship  were  held  responsible  in 
the  courts  and  at  the  bar  of  public  opinion  for  the  failure  to  do  those  things  they  should 
have  done,  the  lesson  to  directors  who  do  not  direct  would  be  very  salutary. 

"Directors  should  be  made  individually  liable  to  civil  and  criminal  laws  for  the 
manner  in  which  they  discharge  their  trust.  A  corporation  can  be  no  better  or  worse 
than  those  who  operate  it.  It  should  be  just  as  grave  a  crime  to  plunder  stockholders 
or  the  public  through  a  railroad  corporation  as  it  is  to  personally  rob  an  individual. 
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"subsidiary  corpoeations  condemned. 

"It  was  found  in  the  investigation  of  the  New  Haven  system  that  there  were  336 
subsidiary  corporations,  and  the  books  of  the  NewHaven  road  proper  reflect  only  a 
email  part  of  the  actual  financial  transactions  of  the  railroad.  Many  of  these  subsid- 
iary corporations  served  no  purpose  save  an  evil  one.  They  were  used  to  cover  up 
transactions  that  would  not  bear  scrutiny,  and  to  keep  from  the  eyes  of  public  officials 
matters  that  were  sought  to  be  kept  secret.  The  commission  should  have  the  power  to 
examine  not  only  the  books,  records,  papers,  and  correspondence  of  interstate  carriers, 
but  of  subsidiary  companies  as  well. 

"remedy  in  public  conscience  and  laws. 

"The  insuring  of  honesty  throughout  the  management  of  the  great  railroads  of  the 
country  is  a  most  important  question  before  the  people  to-day,  and  only  when  through 
exposure  of  wrongdoing  and  an  awakened  public  conscience  coupled  with  effective 
laws  this  result  is  produced,  may  railroading  be  placed  upon  the  high  level  that  it 
should  occupy.  The  revelations  in  this  record  make  it  essential  for  the  welfare  of  the 
nation  that  the  reckless  and  profligate  financiering  which  has  blighted  this  railroad 
system  be  ended,  and  until  this  is  fully  done  there  will  be  no  assurance  that  the  story 
of  the  New  Haven  will  not  be  told  again  with  the  stockholders  of  some  other  railroad 
system  as  the  victims.  " 

THE    CHICAGO,     ROCK    ISLAND     &    PACIFIC    RAILWAY    CO. 

Having  reviewed  some  of  the  principal  transactions  of  the  New  York,  New  Haven, 
and  Hartford  Railroad  Co.,  in  defrauding  its  stockholders  and  the  public,  extracts 
will  now  be  submitted  from  the  official  report  of  the  Interstate  Commerce  Commission, 
No.  6834,  dated  July  31,  1915,  entitled  "In  re  financial  transactions,  history,  and 
operation  of  the  Chicago,  Rock  Island  &  Pacific  Railway  Co. 

Owing  to  the  limits  of  space  available  in  this  statement  to  Congress  and  having 
gone  into  the  transactions  previously  investigated  in  considerable  detail,  we  will 
content  ourselves  with  brief  extracts  from  the  official  report  just  mentioned,  which 
when  read  in  full  discloses  a  duplication  of  the  illegal  acts  of  the  other  systems  inves- 
tigated, together  with  some  new  details  respecting  the  salaries  of  its  officers  and  the 
manner  in  which  they  abstracted  for  their  private  uses  from  the  company  treasury 
large  sums  without  accounting  therefor.  The  same  system  of  false  accounting,  ex- 
travagance, waste,  and  the  use  of  the  stockholders'  money  for  controlling  politics  and 
the  press  and  for  other  illegal  acts  is  found  in  the  official  report  of  the  commission. 

SPECULATION,  EXTRAVAGANCE,  AND  EMBEZZLEMENT  BY  OFFICIALS  REDUCES  VALUE 
OF  STOCK  FROM  $200  PER  SHARE  TO  $20 — ONE  Ot'FICIAL  GETS  5500,000  FOR  10  MONTHS* 
TIME. 

The  results  of  these  illegal  practices  was  to  reduce  the  value  of  the  stock  which 
in  1902  was  $200  a  share  to  $20  in  1914  and  to  put  the  road  in  the  hands  of  a  receiver — ■ 
all  in  the  private  interest  of  a  minority  of  its  directors  without  the  knowledge  of  the 
rest  of  the  board  for  the  purpose  of  further  exploiting  the  stockholders. 

Among  the  acts  so  startling  and  sensational  as  to  vie  in  interest  with  the  wildest 
fiction  should  also  be  mentioned  the  following: 

The  chairman  of  the  executive  committee,  L.  F.  Loree,  in  addition  to  a  salary  of 
$75,000  per  annum,  demanded  and  received  a  contract  giving  him  a  present  or  "bonus  " 
in  an  additional  sum  of  $500,000  after  the  expiration  of  his  five-year  contract.  Owing 
to  trouble  which  arose  between  him  and  the  rest  of  the  board  after  only  10  months' 
service,  he  was  given  a  "bonus"  of  $450,000  to  quit  the  job,  so  that  his  compensation 
for  10  months  exceeded  $500,000. 

A  majority  of  the  officers  seemingly  took  money  from  the  company's  treasury 
whenever  they  desired  without  warrant  of  law  or  without  specifying  the  purpose  the 
money  was  to  be  used  for.  A  stockholder  who  brought  suit  to  secure  an  investigation 
and  an  accounting  of  the  acts  of  the  directors  was  paid  $217,000  to  relinquish  his  suit 
in  order  to  keep  these  facts  from  public  knowledge. 

The  following  extracts  from  the  official  report  of  the  commission,  giving  a  sketch 
of  the  system,  the  methods  by  which  the  directors  squandered  the  funds  of  the  stock- 
holder", in  extravagance,  speculations,  and  dishonesty,  and  the  conclusions  of  the 
Interstate  Commerce  Commission,  are  found  on  pages  43  to  61  of  the  report. 

"  In  1902  the  main  line  of  the  Chicago,  Rock  Island  &  Pacific  Railway  Co.  extended 
from  Chicago  to  Denver,  with  branch  lines  to  St.  Paul,  Minneapolis,  and  Kansas  City. 
The  territory  served  is  one  of  the  richest  and  most  prosperous  in  the  country  and  the 
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system's  ramification  of  branch  lines  insures  to  it  a  large  volume  of  tonnage.  It  was 
then  thriving  and  its  prospects  were  promising,  its  stock  selling  in  the  markets  cf  the 
world  at  more  than  $200  a  share.  In  1914  the  shares  had  fallen  to  $20  and  the  road  is 
now  in  receivers'  hands.  The  evidence  shows  that  the  earnings  of  the  railway  company 
have  steadily  increased,  and  that  in  1914  they  were  the  largest  in  its  history." 

In  1902  plans  were  laid  by  five  directors  to  form  a  syndicate  and  holding  company 
and  secure  control  of  the  road  to  plunder  and  wreck  it. 

The  following  is  from  the  official  record: 

"  SYNDICATE   CONTROL 

"  In  1901  Daniel  G.  Reid.  W.  H.  Moore,  J.  H.  Moore,  and  W.  B.  Leeds  purchased 
about  $20  000  000  of  stock  of  the  company,  and  by  the  use  of  proxies  they  soon  became 
members  of  the  board  of  directors.  W.  B.  Leeds  being  made  president  and  D.  G.  Reid 
chairman  of  the  executive  committee.  This  syndicate  procured  the  selection  of  other 
members  of  the  board  of  directors,  notably  F.  L.  Hine.  George  McMurtry.  and  George  T. 
Boggs  each  of  whom  appears  to  have  acted  and  voted  in  accordance  A\*ith  the  wishes 
of  the  members  of  the  syndicate.  One  other  director  stated  that  he  knew  but  little 
of  what  was  being  transacted  in  the  affairs  of  the  railway  company,  and  that  he  was  a 
member  of  so  many  other  boards  of  directors  that  he  had  no  opportunity  to  examine 
into  things  for  himself,  but  had  to  take  the  word  of  those  in  authority.  Thus  the  syndi- 
cate controlled  the  board  through  the  directorships  held  by  themsleves  and  by  those 
subject  to  their  wishes. 

"organization  and  use  of  holding  companies 

"  In  July,  1902  the  syndicate  organized  two  holding  companies,  the  Chicago,  Rock 
Island  &  Pacific  Railroad  Co.  of  Iowa,  and  the  Rock  Island  Co.  of  New  Jersey.  The 
railway  or  operating  company  will  be  referred  to  hereinafter  as  the  railway  company, 
and  the  holding  companies  as  the  Iowa  company  and  the  New  Jersey  company, 
respectively.  The  St.  Louis  &  San  Francisco  Railroad  Co.  will  be  referred  to  as  the 
Frisco." 

The  directors  paid  a  large  sum  to  have  a  suit  suppressed  which  would  have  exposed 
their  illegal  transactions.     Upon  page  46  occurs  the  follo\\-ing: 

"A  significant  transaction  at  this  time  is  that  growing  out  of  the  action  of  (\  H. 
Venner,  a  stockholder  of  the  railway  company.  He  made  demands  upon  the  officers 
of  the  railway  company  in  December.  15)02  and  in  January.  1903,  for  a  list  of  its  share- 
holders. Being  ignored  he  instituted  on  January  !U,  1903,  a  proceeding  in  a  State 
court  of  Illinois  to  enjoin  the  organization  of  the  holding  companies  and  the  exchange 
of  railway  company  stock  for  their  securities.  In  February  and  March.  1904,  the 
railway  company  paid  Venner  $291  000,  ostensibly  in  coiisidoralion  of  his  delivery  to 
it  of  securities  of  the  New  Jersey  company  and  of  the  railway  company  valued  at 
$91  000  and  stock  of  the  Nebraska  Central  Railway  and  of  the  Nebraska  Construction 
Co.  of  a  nominal  value  of  $200,000.  Thereupon  the  suit  to  restrain  the  holding  com- 
panies' plan  was  dismissed.  Neither  the  Nebraska  (  entral  Railway  Co.  nor  the 
Nebraska  Construction  Co.  had  any  road  cr  other  tangible  assets,  and  their  stock  is 
therefore  considered  to  be  ■without  value.  The  conclusion  is  obvious  that  the  payments 
to  Venner  were  in  consideration  of  his  refraining  from  further  prosecuting  in  the  courts 
his  oppositio7i  to  the  syndicate  plans." 

('om])ensation  and  peculations  of  officers  who  defend  salaries  of  $50  000  to  $75  000 
for  themselves  but  assign  the  wages  of  clerks,  telegraph  operators,  conductors,  and 
brakemen  which,  when  combined,  average  approximately  $2.50  a  day  as  the  reason 
for  the  financial  troubles  of  the  road. 

On  pages  47-50  is  the  following  account: 

"salaries  of  and  contributions  to  officers  and  directors. 

"The  salaries  paid  to  some  of  the  principal  officers  at  various  periods  were  as  follows: 

Per  annum. 

H.  U.  Mudge,  president $60,  000 

L.  F.  Loree,  chairman  executive  committee  (one-half  to  be  paid  by  the  Frisco)    75,  000 

R.  A.  Jackson,  vice  president  and  general  solicitor 50,  000 

R.  R.  (^'able,  member  of  board  of  directors 32,  000 

W.  B.  Leeds,  president 32, 000 

B.  L.  "Winchell,  president 40, 000 

B.  F.  Yoakum,  chairman  executive  committee 30, 000 

Daniel  G .  Reid,  chairman  board  of  directors 32,  000 

C.  II.  Warren,  first  vice  president 35, 000 
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"Mr.  Mudge,  president  of  the  railway  company  and  now  one  of  the  receivers, 
asserted  that  the  troubles  of  the  railway  were  in  a  measure  due  to  increase  of  wages  and 
governmental  regulations.  When  asked  what  wages  he  referred  to  as  being  increased 
he  pointed  out  the  wages  of  clerks,  telegraph  operators,  conductors,  and  brakemen. 
While  he  regarded  the' wages  of  these  minor  employees  as  having  partially  sapped  the 
financial  strength  of  the  railway,  he  declared  that  the  salaries  paid  to  the  higher 
officers  of  the  company  had  no  appreciable  effect  on  its  expenses. 

"D.  G.  Reid  upon  the  witness  stand  was  interrogated  and  answered  as  follows: 
"  'Question.  Mr.  Reid,  do  you  think  these  men  earned  these  high  salaries? 
"  'Answer.  I  do  not  tliink  there  is  a  man  who  did  not  earn  more  than  he  was  getting. 
"  'Question.  In  other  words,  you  defend  paying  these  high  salaries? 
"  'Answer.  I  defend  nothing.     Here  is  8,000  miles  of  railway;  a  man  who  can  run 
8,000  miles  of  railroad  is  worth  all  he  can  get.' 

"Many  large  contributions  were  made  to  officers  and  directors  of  the  railway  com- 
pany. George  T.  Boggs,  a  director  and  secretary  to  the  board  of  directors  of  the  rail- 
way company,  and  also  a  director  in  the  two  holding  companies,  admitted  that  he 
served  in  these  capacities  merely  as  a  dummy  for  the  syndicate.  On  the  question  of 
the  rights  of  the  public  to  have  corporate  funds  of  common  carriers  properly  applied, 
he  testified  as  follows: 

"  'Question.  Do  you  consider  that  the  directors  of  a  railway  company,  a  public- 
service  corporation,  have  the  right  to  do  whatever  they  please  with  the  money  of  the 
railway  company? 

"  'Answer.  As  in  their  judgment  seemed  right;  yes. 

"  'Question.  Did  it  ever  occur  to  you  that  the  money  in  the  treasury  of  the  railway 
company  was  the  result  of  taxation  of  the  public  in  passenger  and  freight  tariffs,  and 
that  the  public  had  an  interest  in  the  funds  in  the  treasury? 
"  'Answer.  I  don't  know  that  I  ever  thought  of  it  particularly. 
"  'Question.  And  that  the  public  had  a  concern  in  the  fimds  of  the  railway  company 
not  being  dissipated  in  order  that  they  might  be  applied  to  improvements  and  bet- 
terments and  to  proper  purposes? 

"  'Answer.  I  never  considered  that  they  were  dissipated. 

"  '  Question.  And  did  it  ever  occur  to  you  that  in  taking  money  from  the  treasury  of 
the  railway  company,  a  public-service  corporation,  an  additional  burden  was  placed 
upon  the  passenger  and  freight  traffic  in  order  to  make  good  the  loss? 
"  'Answer.  No;  I  never  thought  of  it  in  that  light.       ' 
"  'You  don't  believe  it  now,  do  you? 
"  'Answer.     No.' 

"This  opinion  was  also  expressed  in  effect  by  other  officers  and  directors.  It  ap- 
peared to  be  the  idea  of  those  in  control  of  the  railway  that  it  was  no  concern  of  the  public 
what  became  of  the  corporate  funds  so  long  as  rates  were  reasonable.  Those  stating 
this  opinion  apparently  did  not  take  into  consideration  the  fact  that  if  the  funds 
derived  from  transportation  services  are  expended  wasttfully  or  corruptly  the  inevi- 
table result  must  be  either  increased  charges  in  order  to  enable  the  railway  company 
to  obtain  money  to  pay  operating  expenses,  or  bankruptcy. 

"Following  are  specific  instances  shown  of  record  of  the  contributions  referred  to: 
"J.  E.  Gorman,  first  vice  president  in  charge  of  freight  and  passenger  traffic,  was 
secretly  paid  $18,750  per  annum,  making  his  total  compensation  |43,750,  whereas  the 
pay  roil  showed  $25,000. 

"C.  A.  Morse,  chief  engineer,  received  a  salary  of  $15,000  per  annum  and  a  secret 
bonus  of  $3,000  on  the  first  of  each  year. 

"Upon  the  retirement  of  R.  A.  Jackson  as  general  solicitor  he  was  given  $100,000 
in  cash.  t 

"As  an  inducement  to  L.  F.  Loree,  chairman  of  the  executive  committee,  to  relin- 
quish, after  10  months'  service,  a  joint  contract  with  the  railway  company  and  the 
Frisco  under  which  he  was  to  receive  a  salary  of  $75,000  per  annum  for  a  period  of  five 
years  and  in  addition  was  to  be  paid  a  bonus  of  $500,000  at  the  expiration  of  the  con- 
tract, he  was  given  bonds  of  the  railway  company  of  a  par  value  of  $450,000.  This 
was  borne  equally  by  the  two  companies,  and  the  proportion  of  the  railway  company 
was  charged  to  profit  and  loss.  The  total  amount  borne  by  the  railway  company  in 
this  transaction  exceeded  $250,000. 

"C.  H.  Warren,  vice  president,  was  given  by  the  railway  company  $150,000  in  par 
value  of  the  common  and  $105,000  in  par  value  of  the  preferred  stock  of  the  New 
Jersey  company  and  $50,000  in  cash.  There  was  no  board  authorization  for  the  latter 
expenditure,  the  item  being  represented  in  the  records  of  the  railway  company  merely 
by  a  voucher  signed  by  D.  G.  Reid. 

"R.  R.  Cable,  a  member  of  the  executive  committee,  received  from  the  railway 
company  $30,000  in  bonds  of  the  Iowa  company,  then  worth  $24,500,  for  his  services 
in  the  acquisition  of  the  Burlington,  Cedar  Rapids  &  Northern  Railway  Co.,  and  he  was 
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paid  by  the  latter  company  $85,000  in  the  same  transaction.  Mr.  Cable  also  received 
another  contribution,  which  will  be  referred  to  later. 

"Robert  Mather,  vice  president,  was  given  $25,000  in  cash. 

"As  hereinbefore  indicated,  when  the  capital  stock  of  the  railway  company  was 
increased  to  $75,000,000,  shares  of  the  par  value  of  $880,500  were  placed  in  the  name 
of  the  president,  to  be  thereafter  distributed  in  accordance  with  the  following  resolu- 
tion of  the  executive  committee  passed  at  a  meeting  held  in  New  York  July  1,  1902: 

'"Resolved,  That  such  portion  as  the  president  may  determine  of  the  shares  of  the 
increased  capital  stock  of  the  company  not  required  for  the  purpose  of  the  foregoing 
resolutions  shall  be  disposed  of  at  par  by  the  president  for  the  benefit  of  such  officers  of 
the  company  as  the  president  shall  elect  and  determine. ' 

"This  stock  was  later  exchanged  for  securities  of  the  Iowa  and  New  Jersey  companies 
in  the  same  manner  as  was  stock  of  the  stockholders  of  the  railway  company. 

"Following  this  exchange  R.  R.  Cable  received  securities  of  a  market  value  of 
$368,300  for  which  he  paid  $200,000. 

"H.  A.  Parker,  first  vice  president,  received  securities  then  worth  $27,900,  for 
which  he  paid  but  $15,000. 

"  Robert  Mather  received  securities  of  a  market  value  of  $145,912  above  his  payments 
therefor. 

"The  Contributions  to  officials  of  the  railway  company  in  excess  of  their  salaries 
aggregated  about  a  million  dollars. 

"irregular  voucher  payments. 

"Unexplained  vouchers  for  amounts  aggregating  $72,523.45  were  disbursed  to  the 
officers  of  the  railway  company  for  purposes  not  clearly  defined.  One  such  voucher 
for  $0,823.12  was  drawn  apparently  to  reimburse  W.  H.  Moore  for  losses  sustained  by 
him  in  'supporting  the  market  while  bonds  of  the  railway  company  were  being 
sold.'  The  voucher  was  certified  by  D.  G.  Reid,  'for  the  benefit  of  the  railway 
company. '  No  papers  were  attached  to  the  voucher  and  no  other  information  was 
available  with  respect  to  the  disbursement. 

"Another  voucher  in  favor  of  the  Liberty  National  Bank  of  New  York  City,  in  ex- 
change for  a  cashier's  check  issued  to  Robert  Mather  for  $25,000,  is  charged  to  'general 
expenses'  under  'operating  expenses.'  This  voucher  refers  to  a  miscellaneous  file 
shown  by  the  index  thereto  to  have  comprehended  'contributions  to  campaign 
committee.'  The  file,  however,  was  not  produced,  and  a  diligent  effort  on  the  part 
of  the  accountants  to  secure  it  was  unavailing.  Without  this  file  it  is  impossible  to 
state  the  purpose  for  which  the  money  was  expended,  but  the  generalization  'contri- 
butions to  campaign  committee, '  in  the  light  of  the  practices  indulged  in  by  the 
syndicate  in  question,  is  clearly  suggestive. 

"The  books  of  the  railway  company  reveal  payments  aggregating  $44,066.05  to 
the  Denver  Post.  The  vouchers  attached  read,  'tor  advertising  in  editorial  and  news 
columns. '  Other  entries  show  that  three  of  these  vouchers,  aggregating  $20,000,  cover 
a  refund  that  this  newspaper  received  at  the  rate  of  25  cents  per  hundred  on  its  freight 
carried  over  the  lines  of  the  railway  company  from  points  in  Wisconsin. 

"Another  voucher  is  for  $50,000  to  S.  M.  Folton.  for  the  railway's  proportion  of 
amount  'paid  by  E.  H.  Ilarriman  and  his  associates  for  money  expended  by  them  to 
secure  the  discontinuance  of  a  line  of  road  being  constructed  in  1900  between  Peoria, 
111.,  and  Clinton,  Iowa,  as  per  agreement  between  R.  R.  Cable,  chairman  of  the  board, 
and  E.  H.  Harriman. '" 

BY   SPECU^.\TION,    ETC.,    AGGREGATE    OF   LOSSES   OVER  $37,000. 

"The  aggregate  losses  sustained  by  the  railway  company  in  connection  with  the 
foregoing  transactions  may  be  summarized  as  follows: 

Expons'^s  of  maintaining  and  housing  holding  companies,  more  than . . .  $290, 000.  00 

Frisco  d(>al,  approximat-ly " 6,  500,  000.  00 

Alton  d -al,  approximat(>lv 6,  370,  000.  00 

Trinity  &  Brazos  Valley  Ry.  deal,  more  than 4,  500,  000.  00 

Consolidated  Indiana  and  Bering  coal  companies,  at  least 1,  300,  000.  00 

Contributions  or  gratuities  to  officers  and  directors,  about 1, 000,  000.  00 

Venner  transaction 217, 000.  00 

Miscellaneous  and  unexplained  expenditures 72, 523.  45 

"Th^se  items  show  an  aggregate  loss  to  the  railway  companv  of  more  than 
$20,000,000.  In  addition  thereto  it  is  to  be  noted  that  prior  to  June  30,  1914,  the  rail- 
way company  paid  to  financial  institutions,  in  connection  with  the  issuance  of  bonds, 
commissions  aggregating  more  than  $1,600,000,  and  suffered  discounts  of  more  than 
$17,700,000. 
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INDIVIDUAL     PROFITS     OP     PROMOTERS,     OFFICERS,     AND    DIRECTORS    OP    THE    HOLDING 

COMPANIES. 

"The  amount  of  gains  accruing  to  W.  B.  Leeds,  D.  G.  Reid,  W.  H.  Moore,  and 
J.  H.  Moore  through  their  control  and  manipulation  of  the  railway  company  are 
probably  not  ascertainable.  Reid,  when  interrogated  with  a  view  to  ascertaining 
his  profits  from  the  various  transactions,  explained  that  he  always  burned  his  books 
at  the  end  of  each  month. 

"The  quotations  placed  in  the  record  from  the  stock  market  of  the  New  Jersey 
company  stock  and  the  railway  company  stock  showed  wide  fluctuations.  Whatever 
have  been  the  gains  realized  by  these  persons,  it  is  certain  that  the  present  holders 
of  the  stocks  and  bonds  of  the  holding  companies  have  that  which  is  of  little  or  no 
value. 

REPORTS   TO    STOCKHOLDERS. 

"Misrepresentation  of  assets  in  reports  to  stockholders  appears  to  have  been  a  prac- 
tice of  the  directors  of  the  railway  company.  On  June  30,  1904,  a  book  surplus  was 
claimed  for  the  railway  company  of  $22,343,955.26.  By  June  30,  1914,  the  company 
conceded  a  reduction  of  this  surplus  to  $6,199,841.08,  and  even  this  amount  was 
fictitious. 

*  -^  *  *  *  *  * 

"The  directors  also  reported  as  assets  the  5  per  cent  debenture  bonds  of  the  Iowa 
company,  which  were  in  fact  worthless,  but  which  were  reported  as  worth  nearly 
$6,000,000. 

"In  view  of  the  fact  that  the  reported  value  of  the  'securities'  listed  for  the  year 
1914  was  nearly  $18,000,000  in  excess  of  their  actual  value,  instead  of  a  surplus  of 
more  than  $6,000,000  claimed  by  the  railway  company,  there  should  have  been  shown 
a  deficit  of  over  $11,600,000. 

"Another  misleading  and  objectionable  practice  of  the  railway  company  officials 
was  the  failure  to  state  on  the  pay  roll  the  true  amounts  paid  to  its  officers. 

"The  publication  of  misleading  reports  to  stockholders  can  not  be  too  severely 
condemned,  and  the  individuals  guilty  of  such  acts  should  be  subject  to  adequate 
penalties." 

The  bankrupting  of  railways  in  the  United  States  has  invariably  occurred  from 
maladministration  and  speculation  on  the  part  of  the  officers  in  charge,  and  never 
because  of  insufficient  revenues  when  wisely  and  honestly  administered.  Receiver- 
ships have  always  resulted  from  the  above  cause  or  else  have  been  planned  by  directors 
for  their  own  private  gain.  In  some  cases  the  condition  of  the  companies  did  not 
warrant  receiverships,  even  though  the  directors  had  placed  their  companies  in  an 
embarrassing  condition.  The  receivership  of  the  Rock  Island  system  is  an  example 
of  the  cause  last  mentioned,  and  was  planned  without  the  knowledge  of  the  majority 
of  the  board  by  a  conspiracy  of  a  few  directors  in  which  they  were  joined  by  the  chief 
counsel  of  the  company,  who  afterwards  acted  as  a  receiver  in  their  interest.  "Fake " 
legal  proceedings  were  had  through  attorneys  employed  fraudulently  to  prevent 
the  stcokholders  defending  their  rights. 

The  following  is  taken  from  the  official  report: 

RECEIVERSHIP    DELIBERATELY    PLANNED    AND    EXECUTED    BY    OFFICIALS    FOR   PURPOSE 
OF   DEFRAUDING    STOCKHOLDERS. 

"The  syndicate  decided  to  put  the  railway  into  a  receivership.  The  general 
counsel  of  the  railway  company  at  the  suggestion  of  W.  H.  Moore,  a  member  of  the 
syndicate,  drew  the  bill  asking  for  a  receivership  and  engaged  an  attorney  ostensibly 
to  represent  the  other  side.  The  bill  was  placed  in  the  hands  of  this  attorney  \\ith 
the  name  of  the  complainant  omitted  and  he  was  instructed  by  the  general  counsel 
to  locate  some  creditor  ol"  the  railway  company  willing  to  act  as  complainant.  There 
was  an  agreement  between  the  general  counsel  and  this  attorney  as  to  the  parties  the 
latter  would  recommend  to  the  court  as  receivers,  the  general  counsel  agreeing  to 
instruct  tlie  attorney  appearing  for  the  railway  company  to  acquiesce  in  the  recom- 
mendations 80  made. 

"The  board  of  directors  of  the  railway  company  was  not  informed  of  the  intention 
to  file  a  bill  for  receivership  and  at  no  meeting  of  the  board  was  any  authority  ever 
given  for  such  action.  Members  of  the  board  of  directors  not  in  the  confidence  of 
the  syndicate  were  kept  in  ignorance  of  the  fact  that  such  a  bill  had  been  prepared. 
The  stockholders  had  no  information  of  the  purpose  to  put  the  railway  company  into 
a  receivership,  although  a  stockholders'  meeting  was  held  after  the  date  upon  which 
the  receivership  bill  was  completed  by  the  general  counsel,  and  this  general  counsel 
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attended  the  meeting.  According  to  tlie  testimony,  the  bill  was  completed  by  the 
general  counsel  March  29,  1915,  and  the  fact  that  it  was  to  be  filed  whenever  desired 
by  those  in  authority  was  known  only  to  certain  insiders.  The  testimony  clearly 
establishes  the  fact  that  the  railway  company  could  easily  have  paid  the  debt  of 
$16,000  upon  which  the  receivership  application  was  based,  and  that  arrangements 
probably  could  have  been  made  to  meet  all  pressing  obligations  of  the  railway  com- 
pany. 

"The  creditor  at  whose  instance  the  receivership  application  was  filed  appeared  as 
complainant  by  request.  R.  P.  Lament,  the  president  of  the  American  Steel  Foun- 
dries, the  complainant,  testified  that  he  would  not  have  thought  of  bringing  such  a 
proceeding  against  the  railway  company  unless  he  had  understood  that  it  would  be 
regarded  as  not  unfreiendly  but  as  a  friendly  act  to  oblige  the  railway  company.  He 
only  consented  that  his  company  should  appear  as  complainant  when  he  was  assured 
that  this  course  was  in  accordance  vnth  the  wishes  of  the  railway  company  and  that 
his  company  was  not  to  have  any  care  or  expense  in  the  preparation  of  papers  or  pay- 
ment of  counsel  fees.  The  suit  was  not  a  bona  fide  proceeding  to  collect  a  debt,  but 
was  instituted  to  carry  out  the  purposes  and  schemes  of  the  syndicate  controlling  the 
railway. 

"N.  L.  Amster,  who  was  elected  to  the  board  of  directors  of  the  railway  company 
by  the  minority  stockholders  at  the  stockholders'  meeting  held  in  Chicago,  April  12, 
1915,  believing,  according  to  his  testimony,  that  no  sincere  effort  was  being  made  by 
other  members  of  the  board  to  finance  the  obligations  of  the  railway,  undertook  to 
assist  in  raising  about  $0,000,000  needed  by  the  railway  to  meet  obligations  soon  there- 
after to  mature.  On  April  16, 1915,  he  met  and  conferred  with  Messrs.  James,  McLean, 
and  Schumacher,  all  directors  of  the  railway  and  members  of  the  executive  committee, 
and  discussed  the  company's  finances.  These  three  expressed  approval  of  his  pur- 
pose to  negotiate  for  the  money.  Amster  testified  that  he  had  secured  assurances  for 
the  furnishing  of  the  money  from  responsible  Boston  bankers  on  securities  which  the 
railway  company  had.  When  he  arrived  in  New  York  on  the  morning  of  April  20  to 
report  this  fact  he  went  to  the  office  of  the  railway  company  and,  quoting  his  testi- 
mony, 'could  not  find  anybody  there  that  would  say  anything,  excejit  a  lot  of  people 
moving  back  and  forth.  I  left  the  office  and  found  on  the  ticker  that  the  Rock  Island 
had  been  put  in  the  hands  of  a  receiver.'  This,  Amster  testified,  was  the  first  informa- 
tion he  had  of  the  receivership  or  that  such  a  step  was  in  preparation,  yet  he  was  a 
director  of  the  road  and  after  the  stockholders'  meeting  in  Chicago,  April  12,  traveled 
from  Chicago  to  New  York  with  Roberts  Walker,  the  general  counsel  of  the  railway 
company." 

It  will  be  remembered  that  the  bill  was  completed  by  the  general  counsel  on 
March  29,  this  fact  being  known  only  to  a  special  few. 

The  bill  was  filed  April  20.  The  records  of  the  New  York  stock  market  reveal  that 
the  railway  stock  was  inactive  until  the  day  this  bill  was  completed,  March  29.  Then 
the  stock  began  to  be  largely  dealt  in,  and  the  price  increased  from  $20  to  $39  a  share. 
When  the  bill  was  filed  and  receivers  were  appointed  the  stock  dropped  from  $39  to 
$20  a  share. 

It  is  a  forceful  commentary  on  the  methods  by  which  a  great  railway  may  be  manipu- 
lated into  a  receivership  when  it  is  noted  that  the  general  counsel,  after  drawing  the 
bill  for  a  receivership,  sold  his  stock,  and  the  local  counsel,  who  represented  the  rail- 
way company  in  the  receivership  proceedings,  owned  no  stock  in  the  railway  company, 
and  that  none  of  those  directly  participating  in  the  receivership  proceedings  had  any 
financial  interest  in  the  railway  company.  The  real  owners  of  the  railway — the  stock- 
holders, the  security  holders,  and  the  directors,  except  those  composing  the  syndicate 
and  in  its  confidence— were  in  ignorance  of  the  receivership  application.  Mr.  Mudge, 
former  president  of  the  railway  company,  is  one  of  the  receivers. 

The  general  counsel  for  the  railway  company,  who  planned  the  receivership  in 
obedience  to  the  will  of  the  syndicate,  is  now  counsel  for  the  receivers. 

SUMMARY   AND   CONCLUSION. 

This  review,  giving  a  brief  glance  at  the  wild  speculations,  frauds,  and  conspiracies 
of  the  officials  to  plunder  and  wreck  the  properties  intrusted  to  their  care  and  place 
heavy  burdens  upon  both  the  stockholders  and  public,  needs  no  further  commentary 
than  the  closing  words  of  the  Interstate  Commerce  Commission  in  its  report: 

"The  property  of  the  railway  company  will  be  called  upon  for  many  years  to  make 
up  the  drain  upon  its  resources  resulting  from  transactions  outside  the  prmier  sphere 
in  which  stockholders  had  a  right  to  suppose  their  moneys  were  invested.  This  record 
emphasizes  the  need  of  railway  directors  who  actually  direct.  There  are  too  many 
passive  directors  who  acquiesce  in  what  is  being  done  without  knowledge  and  with- 
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out  investigation.  A  director  of  a  railroad  is  a  quasi  public  official  who  occupies  a 
position  of  trust.  A  director  who  submits  blindly  to  the  exploitation  of  his  company- 
is  a  party  to  its  undoing  and  he  should  be  held  responsible  to  the  same  extent  as  if  he 
had  been  a  principal  instead  of  an  accessory  before  the  fact.  The  greater  his  promi- 
nence the  greater  his  responsibility  and  the  greater  his  dereliction.  Obviously  a  man 
of  large  affairs  could  not  attend  to  all  the  details  in  intricate  transactions,  but  it  is 
inconceivable  that  a  director  of  ordinary  business  prudence  and  sagacity  would  sanc- 
tion large  expenditures  without  an  inquiry  as  to  the  purposes  of  such  disbursements. 
So  long  as  this  situation  exists,  however,  it  suggests  the  need  of  a  law  to  charge  such 
directors  with  individual  responsibility  for  the  dissipation  of  corporate  funds. 

"The  Clayton  antitrust  act,  which  becomes  effective  October  15,  1916,  will  make  it 
unlawful  for  any  person  at  the  same  time  to  be  a  director  in  two  or  more  competing 
corporations,  any  one  of  which  has  a  capital,  surplus,  or  undivided  profits  aggregating 
more  than  $1,000,000,  but  common  carriers  are  expressly  exempted  from  its  applica- 
tion. It  should  be  just  as  grave  an  offense  for  an  official  of  a  railway  to  be  faithless  to 
his  trust  for  financial  gain  as  it  is  for  an  elected  official  of  the  Government  to  betray 
his  trust  for  money  reward. 

"By  this  case  the  need  of  some  limitations  on  the  issuance  of  stocks  and  bonds  by 
common  carriers,  whether  directly  or  through  holding  company  devices  or  otherwise, 
is  again  demonstrated." 

THE   LOUISVILLE    &    NASHVILLE    RAILWAY   SYSTEM. 

This  railway  system  was  investigated  by  the  Interstate  Commerce  Commission. 
The  results  of  its  investigation  are  to  be  found  in  the  official  report  of  the  commission 
No.  6319,  dated  Februarv  16,  1915,  entitled:  "In  re  Financial  Relations,  Rates  and 
Practices  of  the  Louisville  &  Nashville  Railroad  Co.,  the  Nashville,  Chattanooga  & 
St.  Louis  Railway,  and  other  Carriers." 

This  investigation  was  the  result  of  a  resolution  of  the  United  States  Senate, 
prompted  by  complaints  of  the  public  respecting  illegal  acts  of  the  above  company 
and  its  subsidiaries,  in  which  it  requested  the  Interstate  Commerce  Commission  to 
inquire  into  the  financial  affairs  and  capitalization  of  the  company,  its  practices,  and 
its  efforts  to  illegally  influence  or  control  politics,  legislation,  and  public  opinion. 

Because  of  the  fact  that  some  of  the  records  and  accounts  of  the  company  had  been 
burned  by  them  and  the  further  fact  that  the  commission  was  permitted  by  the  com- 
pany to  inspect  but  part  of  those  which  remained,  and  the  further  fact  that  the  officials 
of  tiie  road  and  other  %vitnesses  summoned  to  appear  before  the  commission  refused 
to  testify,  the  commission  was  unable  to  ascertain  but  part  of  the  facts.  The  testi- 
mony obtained  was,  however,  sufficient  to  incriminate  the  company  in  many  unlaw- 
ful acts,  among  the  most  important  of  which  were  the  violation  of  laws,  both  Federal 
and  State,  in  respect  to  monopolies ;  the  use  of  the  stockholders '  money  to  control  legis- 
lation, politics,  and  the  press;  and  the  deceptive  manner  in  which  the  accounts 
were  kept  respecting  the  capital  investment  and  the  operating  expenses. 

An  added  romantic  interest  attaches  to  this  report,  since  it  includes  correspondence 
between  two  railroad  presidents,  who  proudly  styled  themselves  "  Pizarro"  and  "Cor- 
tez,"  joyfully  imagining  they  have  "subjected  the  natives"  and  can  now  divide  the 
Western  Hemisphere  between  them. 

On  account  of  the  refusal  of  certain  officials  to  testify  before  the  commission  regard- 
ing their  acts,  an  appeal  was  made  to  the  Supreme  Court  of  the  United  States,  which 
court,  in  December,  1917,  issued  a  mandamus  directing  these  witnesses  to  appear 
before  the  commission  and  testify.  When  this  additional  evidence  is  taken,  the 
result  will  be  to  make  the  investigation  of  added  interest. 

As  the  stories  of  all  the  railway  systems  investigated  by  the  commission  are  nearly 
identical  and  include  practically  all  of  the  same  illegal  acts,  we  will,  for  lack  of  space, 
record  only  some  of  the  principal  features  brought  out  in  this  case. 

The  follo\^ing  brief  extracts  from  the  commission's  report,  outlining  the  history  of 
the  road,  its  accounting  as  to  capitalization,  operating  expenses,  etc.,  appear  in  pages 
168-173: 

"method   of  the   INVESTIGATION 

_  "On  November  10,  1913,  immediately  following  the  adoption  of  the  Senate  resolu- 
tion above  referred  to,  the  commission  ordered  an  investigation  into  the  questions 
presented  and  served  formal  notice  of  this  investigation  upon  the  carriers  concerned. 
Thereafter  examiners  of  the  commission  were  directed  to  examine  the  accounts, 
records,  a,nd  memoranda  of  the  Louisville  &  Nashville  Railroad  Co.  and  the  Nashville, 
Chattanooga  &  St.  Louis  Railway,  with  a  view  to  securing  all  information  in  the  files 
of  these  carriers  that  would  throw  light  upon  the  questions  contained  in  the  Senate 
resolution.    Certain  obstructions  have  been  placed  in  the  way  of  the  commission's 
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examiners  by  the  carriers,  and  these  will  be  referred  to  later.  The  facts  stated  herein 
were  secured  from  the  annual  and  statistical  reports  and  the  contracts  and  tariffs 
on  file  with  the  commission;  from  such  of  the  carriers'  records  and  accounts  as  were 
voluntarily  submitted  by  them;  from  testimony  given  at  formal  hearings  in  other 
cases  before  the  commission;  and  in  a  few  cases,  that  will  be  indicated,  from  inter- 
views by  the  commission's  examiners  with  railroad  officials  and  other  persons.  The 
questions  presented  by  the  resolution  will  be  stated  and  answered  in  numerical 
order,  accompanied  by  such  comment  as  seems  necessary.  Following  the  report 
will  be  found  an  appendix  illustrating  and  supplementing  certain  of  the  answers." 

INTEREST  OP  THE   LOUISVILLE    &   NASHVILLE   RAILROAD   CO.   IN   OTHER  RAILROADS. 

The  Louisville  &  Nashville  Railroad  Co.  was  incorporated  in  Kentucky  in  1850. 
The  line  from  Louisville  to  Nashville,  185.81  miles  in  length,  was  completed  and 
placed  in  operation  in  1859,  forming  the  nucleus  of  the  present  system.  Various 
extensions  have  since  been  constructed,  aggregating  399.56  miles,  and  making  a 
total  of  585.37  miles  constructed  by  the  company  under  its  own  charter.  The  annual 
report  of  this  carrier  to  its  stockholders  for  the  year  ended  June  30,  1913,  shows  that 
it  owned  or  controlled  on  that  date  7,889.77  miles  of  the  road.  A  comparison  of  the 
miles  of  road  constructed  by  this  company  under  its  own  charter  -with  the  total  miles 
of  road  owned  or  controlled  by  it  well  illustrates  its  acti\T.ty  in  securing  control  of 
other  railroads. 

The  several  lines  acquired  by  the  Louisville  &  Nashville  through  purchase,  lease, 
control,  or  otherwise,  together  with  the  dates  of  acquisition  and  the  length  of  each, 
are  listed  under  appropriate  titles  in  Appendix  A  to  this  report. 

OVER  $10,000,000  CHARGED  IN   BOOKS   AS   COST  OF   ROAD  BUT  NOT   EXPENDED. 

"  Before  the  Louisville  &  Nashville  advised  the  commission  that  such  of  its  records 
as  were  made  prior  to  August  28,  1906,  would  not  be  submitted  for  inspection,  sched- 
ules of  most  of  the  cost  of  road  accounts  had  been  drawn  from  the  ledgers  preparatory 
to  completing  the  analysis  of  the  accounts  from  information  to  be  secured  from  the 
journals  and  other  records  of  original  entry.  While  a  complete  analysis  of  these 
accounts  was  prevented  by  the  Louisville  &  Nashville  the  preliminary  analysis  was 
sufficient  to  indicate  that  the  cost  of  road  account  is  heavily  burdened  with  charges 
which  do  not  represent  actual  construction  cost.  From  such  incomplete  information 
it  is  concluded  that  at  least  $16,000,000  shown  in  the  cost  of  road  accounts  covers 
items  which  should  not  be  charged  as  a  part  of  the  cost  of  this  carrier's  road,  as  follows: 

Discount  on  stock $1,  440, 018.  00 

Other  expenses  in  connection  with  the  sale  of  stock 32,  671.  48 

Discount  on  bonds 2, 192, 142.  57 

Other  expenses  in  connection  with  the  sale  of  bonds 8,  537.  95 

Interest  and  dividends 1,  917,  535. 13 

Amounts  credited  to  profit  and  loss: 

For  reasons  not  stated $2,  640, 000.  00 

To  provide  a  surplus  in  order  that  a  stock  dividend 

of  100  per  cent  might  be  paid 6,  300, 000.  00 

To  raise  book  value  of  stock  above  the  actual  cost  of 

acquirement 1,  422,  784.  00 

To  adjust  difference  between  advances  made  for 
construction  and  par  value  of  bonds  received  in 

settlement  therefor 78,  447.  72 

10,  441,  231.  72 

16,  032, 136.  85 

"The  above  statement  is  illustrative  of  the  character  of  charges  which  the  carrier 
has  included  in  its  cost  of  road  account.  A  full  examination  of  the  carrier's  accounts 
might  disclose  conditions  under  which  some  of  the  above  amounts  could  be  properly 
charged  to  cost  of  road  account,  but  it  is  also  possible  that  other  improper  items  would 
be  found  which  would  greatly  augment  the  amount  shown." 

STOCK  DIVIDEND  OF   lOO  TO  200    PER    CENT    DECLARED  AND    EXCESSIVE   CHARGES   MADE 

TO  PROPERTY  ACCOUNT. 

The  extracts  referring  to  the  above  subjects  are  taken  from  pages  171-173  of  the 
commission's  report. 

As  shown  in  the  above  table,  a  stock  dividend  of  100  per  cent  was  declared  by  the 
Louisville  &  Nashville  on  October  6,  1880.     According  to  a  corporate  history  of  this 
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railroad  which  was  found  in  its  office,  10  stock  dividends  were  declared  by  this  com- 
pany between  1860  and  1891. 

"To  make  possible  the  stock  dividend  of  100  per  cent  declared  on  October  6,  1880, 
the  amount  of  surplus  was  arbitrarily  increased  by  raising  the  book  value  of  certain 
assets.  From  the  corporate  history  above  referred  to  it  appears  that  when  this  divi- 
dend was  declared  the  book  value  of  the  carrier's  property  exceeded  its  capital  stock 
liability." 

*  *  *  *  -x-  *  * 

"  In  declaring  this  stock  dividend  the  directors  were  confronted  with  the  fact  that, 
notwithstanding  the  excess  of  cost  of  property  over  the  capital  stock  liability,  the 
entire  net  surplus  on  October  1,  1880,  amounted  to  only  $3,671,383,  which  was  insuffi- 
cient to  pay  the  full  amount  of  the  dividend.  To  meet  this  situation  the  assets  of  the 
company  were  revalued,  and  the  board  of  directors  voted  that  the  book  value  of 
certain  assets  should  be  increased.  Accordingly  entires  were  made  on  the  books  of 
the  company  crediting  the  profit  and  loss  account  and  correspondingly  increasing  the 
book  value  of  the  following  assets  in  the  amounts  shown  below  to  $7,212,226. 

"The  above-mentioned  entries  brought  the  profit  and  loss  account  to  $10,883,609, 
to  which  was  charged  the  100  per  cent  dividend  of  $9,065,000. 

"The  above  facts  illustrate  the  manner  in  which  permanent  improvements  on  the 
Louisville  &  Nashville  have  in  the  past  to  a  large  extent  been  made  out  of  earnings 
and  subsequently  charged  to  the  capital  account.  As  the  commission  in  its  annual 
reports  has  previously  "pointed  out.  only  by  the  fullest  publicity  and  public  super- 
vision of  stock  and  bond  issues  may  such  increasing  of  the  capital  accounts  of  carriers 
at  the  expense  of  the  public  be  prevented." 

******* 

"  EXCESSIVE   CHARGES   TO   PROPERTY   ACCOUNT, 

"The  issued  capital  stock  of  this  carrier  amounts  to  $16,000,000,  par  value,  of  which 
$15,984  787.50,  par  value,  is  outstanding.  It  appears  that  cash  aggregating  only 
about  $9  831  840.77  was  received  for  this  stock,  while  an  amount  exceeding  .$8,107.- 
398.50  was  given  to  stockholders  in  the  form  of  stock  dividends  and  by  the  sale  of  stock 
at  prices  below  par  and  also  below  market  value.  Included  in  this  amount  is  a  stock 
dividend  of  200  per  cent  on  the  outstanding  capital,  which  was  authorized  by  the 
board  of  directors  on  August  10,  1873.  The  dividend  as  originally  declared  amounted 
to  $4*. 324  032.96,  which  was  charged  to  the  carrier's  property  investment  account  on 
July  31,  1873,  as  an  offset  to  the  carrier's  liability  for  stock  issued  from  which  no  funds 
were  derived.  Later  the  dividend  was  increased  $251  671.79,  which  amount,  how- 
ever, was  not  charged  to  property  investment  but  to  profit  andloss.  Of  this  amount 
$181  567.66  was  recorded  in  the  books  by  an  entry  dated  June  30,  1875.  and  represented 
the  dividends  of  200  per  cent  on  $91,201.44  of  capital  stock  held  in  the  treasury." 

HOW  THE  DIRECTORS  SPENT  LARGE  SUMS  OF  THE  STOCKHOLDERS'  MONEY  TO  CONTROL 
THE  PRESS,  POLITICS.  AND  LEGISLATION  AND  TO  INFLUENCE  PUBLIC  SENTIMENT,  FOR 
WHICH  PURPOSE  THEY  FORMED  THE  "TENNESSEE  RAILROAD  ASSOCIATION";  OTHER 
"fake"    ORGANIZATIONS   FOR  THE    SAME   PURPOSE    WERE   FORMED. 

The  following  extracts  are  from  pages  230  to  233  of  the  report: 

"  EXPENSES  FOR  THE  PURPOSE   OF  MAINTAINING  POLITICAL  AND  LEGISLATIVE  AGENTS. 

"Expenditures  by  the  Louisville  &  Nashville  during  this  period  which  appear  to 
have  been  for  the  purpose  of  maintaining  political  and  legislative  agents  amounted 
to  $23,274.41.     This  amount  was  distributed  as  follows: 
Expenditures  for  securing  copies  of  and  information  concerning  legislative 

bills  of  particular  interest  to  the  Louis\T.lle  &  Nashville $1,  413. 58 

Expenditures  directly  assignable  to  specific  legislation 5,  596.  60 

Contributions  to  various  committees  or  associations  for  the  purpose  of  influ- 
encing legislation 6,  611.  29 

Expenditures  on  account  of  legislative  agents  in  general 9,  652. 94 

"for   THE   PURPOSE   OF  INFLUENCING   PUBLIC   SENTIMENT. 

"The  accounts  of  the  Louisville  &  Nashville  disclose  that  between  September  1, 
1906,  and  July  1,  1914,  this  carrier  expended  at  least  $59,322.48  for  the  purpose  of 
creating  public  sentiment  in  favor  of  its  plans. 

"  Of  this  amount,  over  $53  000  was  spent  in  a  publicity  campaign  in  Alabama  in  the 
endeavor  to  mold  public  opinion  through  the  medium  of  the  press.     Part  of  the  balance 
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was  contributed  by  the  Louisville  &  Nashville  to  a  fund  made  up  by  numerous  car- 
riers to  finance  a  campaign  in  Louisiana  to  prevent  the  change  of  tax  laws.  In  order 
that  the  railroads  concerned  might  preserve  an  outward  appearance  of  indifference  in 
regard  to  the  legislation  in  question,  the  contributions  for  this  purpose  were  placed 
in  the  hands  of  a  bank  to  be  disbursed  by  it  as  if  in  furtherance  of  banking  interests. 
If  the  commission's  examiners  had  been  accorded  access  to  the  correspondence  files 
of  this  carrier  and  to  its  accounts  prior  to  1906,  there  seems  no  doubt  that  information 
as  to  other  substantial  expenditures  for  the  piu-poses  referred  to  in  the  question  would 
have  been  secured. 

"TENNESSEE   RAILROAD   ASSOCIATION. 

"The  Louisville  &  Nashville  was  one  of  the  railroads  which  about  1884.  for  the 
purpose  of  combating  adverse  legislation  in  Tennessee,  formed  the  Tennessee  Railroad 
Association." 

OVER  7,000,000  MILES  OF  FREE  TRANSPORTATION  GIVEN  TO  LEGISLATORS,  GOVERNORS, 
JUDGES,  AND  OTHER  OFFICIALS  AND  FRIENDS.      LETTER  TO  "dEAR  BRIBE  GIVER." 

In  the  testimony  taken  during  these  investigations  by  the  commission,  which  is 
printed  in  a  volume  of  519  closely  printed  pages  (S.  Doc.  No.  461,  64th  Congress, 
Ist  sess.,  1916),  over  150  pages  of  testimony  appear  in  reference  to  bribing  of  legis- 
lators, chiefly  through  passes,  which  aggregate  over  7,000,000  miles  of  free  transporta- 
tion. These  passes  were  accepted  by  governors,  and  in  many  cases  by  judges,  as  well 
as  by  more  than  90  per  cent  of  the  members  of  the  legislatures  of  the  various  States 
through  which  the  lines  passed .  That  these  passes  were  understood  by  the  legislators  as 
bribes  is  clearly  shown  in  letters  where  they  promise  the  railway  officials  to  "give 
them  whatever  they  wanted"  in  return  for  the  passes.  An  interesting  letter  is  one 
introduced  in  the  evidence,  in  which  the  writer  addresses  the  railway  official  as 
"Dear  Bribe  Giver." 

[J.  A.  Clement,  Iaw3'er,  11-12  Baker  Building.] 

Dickson,  Tenn.,  October  7,  1915. 
Mr.  D.  G.  Hudson, 

Nashville,  Tenn. 
Dear  Bribe  Giver:  You  promised  me  Saturday  you  would  send  pass  for  ^h.  J.  C. 
from  Dickson  to  Nashville  and  return,  Monday,  but  you  overlooked  your  hand  again. 
Luke  must  have  you  thinking.     Please  send  it  by  the  2.15  train  to-morrow,  if  possible. 
Yours  truly, 

J.  A.  Clement. 

DIVISION  OF  THE  NEW  WORLD — TWO  RAILWAY  PRESIDENTS  APTLY  CALLING  THEM- 
SELVES CORTEZ  and  PIZARRO,  BELIEVING  THEY  HAD  SECURED  THE  CONTROL  OF 
THE  AMERICAN  PEOPLE,   PROPOSED  A  DIVISION   OF  AMERICA  BETWEEN  THEM. 

In  the  investigation  of  the  records  of  the  liOuisville  &  Nash\aile  Railroad  Co., 
letters  were  discovered  between  Milton  11.  Smith,  president  of  the  L.  &  N.  Road, 
and  Samuel  Spencer,  president  of  the  Southern  Railway,  giving  vent  to  their  full- 
ness of  joy  in  having  as  they  thought  obtained  control  of  tlie  country  as  had  Cortez 
and  Pizarro  of  the  natives  four  centuries  ago.  This  aptly  illustrates  the  illimitable 
ambition  of  the  railway  financiers.  The  following  from  the  letters  of  these  two  rail- 
road presidents  is  extracted  from  pages  369-372  of  the  evidence  and  report  of  the 
Interstate  Commerce  Commission. 

A  letter  from  President  Smith,  of  the  Louisville  &  Nashville  Railroad,  to  President 
Spencer,  of  the  Southern  Railway: 

[Personal  and  conDdentlal.J 

On  Pennsylvania  Railroad  Traln  No.  21, 

February  22,  1896. 
Samuel  Spencer,  Esq., 

President  Southern  Raihvay,  60  Broadway,  New  York  City. 
Dear  Sir: 

Pizarro.  How  shall  we  divide  the  new  world? 

Cortez.  I  will  take  North  America  and  you  can  have  all  of  South  America,  except 
— — ,  and  neitlier  of  us  will  do  anything  to  the  Isthmus  without  notice  to  and  cooper- 
ation of  the  other. 
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Ptzarro.  While  Patagonia  is  not  a  very  large  or  important  part  of  the  world,  yet, 
perhaps,  it  is  as  much  as  I  can  tote. 

Refer  to  typewritten  report  of  our  interview  at  Kenesaw,  Ga.,  on  October  28,  1894, 
and  to  the  interviews  and  correspondence  that  have  taken  place  since  that  date,  and 
to  that  portion  of  our  interview  of  this  morning  relating  to  the  future  of  certain  railroads 
that  are  or  may  be  tributary  or  competitive  with  roads  controlled  by  the  L.  &  N.  R.  R. 
and  the  Southern  Ry. 

May  it  not  be  well  to  review  the  subject  and  perhaps  make  our  understandings  more 
Bpecific? 

Your  affairs,  since  our  interview  in  October,  1894,  progressed  with  rapidity,  and 
without,  so  far  as  I  know,  encountering  serious  difficulties.  You  have  acquired  the 
G.  S.  &  F.,  the  Atlanta  &  Florida,  and  the  Central  Railroad  has  been  reorganized  in 
accordance  with  your  plans.  I  do  not  recall  now  what  has  been  done  with  the  Macon 
&  Northern,  nor  what  has  been  done  with  the  G.  M.  &  G.,  Macon  &  B'ham,  and  one 
or  two  other  roads,  although  I  believe  you  told  me  that  your  intention  was  to  allow  the 
Macon  &  B'ham  to  be  abandoned.  The  Paducah,  Tenn.  &  Alabama  and  Tenn. 
Midland  Rds.  have  been  disposed  of  as  anticipated.  The  L.  &  N.  will  not  compete 
for  the  control  of  the  M.  &  C.  Rd.  The  L.  &  N.  will  not  compete  for  the  control  of  the 
B'ham,  Sheffield  &  Tenn.  River  Rd.,  provided  you  will  acquire  it,  should  it  become 
necessary  to  do  so  to  prevent  its  extension  into  Birmingham,  or  will  not  permit  it  to 
get  into  a  position  where  it  may  become  a  disturber.  The  L.  &  N.  Rd.  will  not  con- 
pete  for  the  control  of  the  Mobile  &  Birmingham  with  the  expectation  that  you  will 
acquire  it.  It  is  not  clear  what  disposition  ought  to  be  made  of  the  Georgia  &  Ala- 
bama Raih'oad. 

******* 

I  have  ad\T.sed  Mr.  Belmont  of  our  agreement  that  neither  party  will  acquire  the 
propert}^  of  the  Marietta  &  North  Georgia  Railroad  Co.  without  the  consent  of  the 
other.     You  may,  therefore,  freely  communicate  with  him  upon  the  subject,  and 
I  assume  he  will  do  likewise. 
Yours,  truly, 

,  President. 

Letter  from  Samuel  Spencer,  president  of  the  Southern  Railway,  to  M.  H.  Smith, 
president  of  tlie  Louis\dlle  &  Nashville  Railroad  Co. : 

New  York,  February  29,  1S96. 
Mr.  M.  H.  Smith, 

President  L.  &  N.  R.  R.,  Louisville,  Ky. 

Dear  Sir:  Your  letter  of  the  22d  instant. 

PizARRO.  Since  our  last  conversation,  the  division  of  the  New  World  between  us 
has  made  some  progress. 

CoRTEz.  Yes;  you  seem  to  have  acquired  Patagonia,  and  I  have  secured  a  con- 
siderable part  of  North  America  which  touched  my  former  territory,  but  it  seems 
to  me  you  have  acquired  a  considerable  neck  of  the  Isthmus  which  is  the  connecting 
Unk  between  us.  Was  it  understood  that  connecting  links  which  touched  both  of 
us  should  be  a  matter  of  consultation  before  acting  or  not? 

PizARRO.  *  *  *  I  agreed  that  it  is  desirable  to  renew  the  subject  and,  if  prac- 
ticable, to  make  our  understanding  more  specific.  The  principles  on  which  I  think 
this  understanding  should  be  based  are: 

(1)  That  neither  the  L.  &  N.  nor  the  Southern  shall  acquire  lines  in  the  territory 
of  the  other,  and  that  lines  connecting  with  or  touching  one  and  not  the  other  shall 
be  regarded  as  in  the  territory  of  the  one  which  they  connect  or  touch. 

(2)  That  neither  will  acquire  lines  allied  by  former  ownership,  lease,  or  otherwise, 
to  the  other,  and  which  at  the  moment  are  not  controlled  by  reason  of  pending  reor- 
ganizations or  otlier  cause. 

(3)  That  neither  will  acquii'e  lines  which  connect  with  or  touch  both,  either  dii-ectly 
or  through  subordinate  or  controlled  lines  without  previous  consultation  and,  if 
possible,  agreement. 

(4)  That  neither  will  foster  the  construction  of  new  lines  or  the  completion  of 
unfinished  ones  into  the  territory  of  the  other,  but  when  questions  with  reference 
to  such  lines  arise,  we  shall  proceed  by  agreement  with  each  other,  if  possible. 

Will  you  please  consider  this  and  say  if  such  a  declaration  of  principles  is  satisfactory? 
******* 

Confirming  our  verbal  understanding  of  the  22d  instant,  I  beg  to  say  that  we  will 
give  no  encouragement  to  the  construction  of  such  a  line  without  pre\ious  consulta- 
tion and  understanding  with  you,  but  if  the  present  projectors,  or  others,  develop 
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sufficient  strength  to  carry  the  enterprise  thjough  from  Nash\ille  to  Harriman  we 
will  cooperate  with  you  on  a  fair  basis  as  to  the  handling  of  any  business  in  connection 
with  it  which  is  competitive  with  you.  I  note  your  advices  to  Mr.  Belmont  con- 
cerning our  agreement  that  neither  party  will  acquire  the  property  of  the  Marietta 
&  North  Georgia  without  the  consent  of  the  other,  and  I  confirm  that  agreement. 
Yours,  very  truly, 

S.  Spencer,  President. 

It  had  been  intended  to  include  in  this  e\adence  extracts  from  the  report  of  the 
investigations  of  the  Interstate  Commerce  Commission  respecting  the  affaire  and 
finances  of  the  Pere  Marquette  Railroad  Co.  and  Cincinnati,  Hamilton  &  Dayton 
Railway  Co.;  also  the  investigation  respecting  the  St.  Louis  &  San  Francisco  System, 
in  both  of  which  the  same  essential  conditions  were  found  as  have  been  recorded 
respecting  the  three  systems  already  reviewed.  Time  and  space,  however,  do  not 
make  it  convenient  for  including  these  railroad  systems  in  the  present  e\ddence. 

X.    CONCLUSIONS. 

We  think  we  have  submitted  a  sufficient  body  of  authoritative  and  unimpeachable 
evidence  to  clearly  lead  to  but  one  conclusion,  namely,  that  no  regulation  short  of 
actual  and  complete  Government  ownership  and  operation  will  solve  the  railway 
problem.  Our  principal  transportation  and  communication  systems  reach  to  all  parts 
of  the  Nation  and  are  continuous,  not  located  in  spots  and  groups,  as  are  factories 
and  other  enterprises.  They  are  thoroughly  national  in  character,  and  must  be  nation- 
alized to  be  socially  effective. 

It  may,  of  course,  be  five  or  ten  years  after  Government  o^vnership  comes  before 
the  merits  of  the  plan  are  outstanding  above  private  ownership.  Ikit  the  period  in 
which  the  Government  has  been  in  control  and  facing  a  world  war  and  the  most 
adverse  obstacles  of  all  kinds  here  at  home,  has  been  quite  sufficient  to  demonstrate 
both  to  unbiased  experts  and  to  millions  of  our  people,  railway  employees  almost 
universally,  and  many  others,  that  Government  control  must  be  continued. 

If  tlip  roads  go  l)ack  to  private  hands  there  is  grave  dang(>r  that  the  recent  national 
labor  disturl)ances  on  the  railways  will  be  duplicated  with  greater  losses  than  were 
then  imminent.  The  employeos  and  the  p.'ople  now  have  a  new  standard  and  ideal 
that  is  dednite  and  concrete  in  their  minds.  They  will  not  rest  long  under  the  ineffi- 
ciency and  exploitation  of  the  old  regime.  They  have  been  made  partners  in  a 
democracy  of  industry,  and  they  will  not  readily  go  back  to  the  petty  autocracies 
and  exploitations  of  private  railway  management.  They  wish  to  live  as  well  as  to 
build  up  profits  largely  for  others:  they  desire  homes  and  leisure,  and  some  of  the 
simple  happinesses  that  are  the  right  of  all  freemen.  To  pass  the  railways  liack  into 
private  hands  just  because  some  interested  parties  desire  them,  and  who  speak  with 
Wted  l)r(>ath  of  Government  owntTship  as  if  it  were  a  dread  scourge  not  to  be  thought 
of  or  reasoned  about  and  investigated  candidly  in  a  broad  international  manner, 
will  but  start  again  the  old  iniquities  under  one  form  or  another,  and  initiate  a  fight 
that  may  take  in  all  transportation  systems  and  public  utilities,  and  carry  over  into 
public  own(>rship  enterprises  that  are  not  natural  monopolies,  and  that  our  Gov- 
ernment can  not  well,  or  should  not  now,  imd'rtake  to  operate.  The  wise  and  safe 
policy  for  Congress  to  follow  is  at  least  to  heed  the  disint(>r('st(>d  advice  of  the  two 
railway  directors  general  and  to  give  a  fair  test  to  Government  control  for  five  or 
more  years;  but  the  extravagant  and  unjust  rate  of  rental  which  Congress  is  now 
giving  the  railroads  should  be  reduced  to  a  rate  what  is  fair. 

Neither  nned  ("ongress  be  afraid  of  the  loss  of  initiative  and  enterprise  in  our  rail- 
ways when  nationalized.  The  questions  are:  Will  there  really  be  any  appreaciable 
loss,  and  would  not  even  a  considerable  loss  of  this  character  b(>  made  up  Viy  other 
gains?  More  progress  has  been  made  in  railway  reform  in  the  past  year  under  Gov- 
ernment control  than  in  the  past  50.  Does  tliis  indicate  lack  of  initiative?  If  we  had 
Government  ownership,  as  well  as  operation,  di.sinter<sted  initiative^  and  inventive 
ability  could  come  to  the  fore.  Since  the  aim  would  be  national  service  in  peace 
or  war,  great  opportunities  would  arise  for  thousands  of  adaptations  to  the  needs  of 
the  country,  never  imagined  by  the  managers  who  (interfered  with  by  h'gislators 
who  were  trying  to  regulate  the  imregulatable,  and  by  investors  and  financiers,  who 
demand(Hl  liig  (>arnin,gs  instead  of  increased  safety,  improved  lines  of  service,  and 
thorough  coordination  of  all  the  agencies  of  transportation)  spent  all  their  efforts 
in  making  th(>  roads  profitable  financially. 

W(>  are  on  th(>  road  to  a  cure  of  Government  dry-rot,  stagnatioUj  and  petty  officialism 
which  curses  many  democratic  efforts.  Great  reforms  are  on  their  way,  and  no  gn^atcr 
stimulus  to  efficient  government  could  be  devised  than  to  take  over  these  railways, 
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with  the  large  business  operations  they  entail.  Not  only  must  there  be  an  open- 
minded  and  honest  test  of  Government  control,  but  Congress  and  our  people  should 
study  carefully  the  methods  and  results  of  Government  ownership  and  operation 
in  the  many  other  countries  enjo^dng  this  plan,  with  the  ultimate  object  of  making 
it  our  national  policy.  We  have  seen  no  tendency  on  the  part  of  Congress  to  go  fully 
into  this  matter.  If  Government  ownership  will  succeed  so  splendidly  abroad,  it 
has  a  far  better  chance  of  success  in  our  great  country,  with  its  many  railway  advan- 
tages over  the  smaller  countries  having  Government  ownership.  Careful  studies 
show  that  these  systems  are  now  far  more  efficient  than  our  own  in  essential  respects 

Public  ownership  of  railways  need  not  be  as  a  red  flag  to  Congressmen.  Our  postal 
and  other  employees  by  the  thousand  have  not  built  up  a  political  machine  in  the 
postal  service,  even  though  they  are  suffering  from  salanes  below  what  are  necessary 
for  a  reasonable  standard  of  living  to-day.  If  they  have  not  engaged  in  widespread 
political  activities  and  if  there  is  not  in  the  postal  service  the  great  inefficiency  pre- 
dicted of  Government  ownership,  why  continue  to  be  frightened  by  the  words  "public 
ownership  of  the  railways?"  Railway  executives  and  their  representatives  raise 
this  fear  as  a  bugaboo,  but  they  do  not  prepare  briefs  against  public  ownership  nor 
argue  it  on  its  merits.  Fear  and  prejudice  and  false  associations  of  what  is  good, 
or  may  be  made  good,  \rith  what  is  hated,  serve  them  much  more  readily. 

Government  ownership  of  our  railways  is  thus  desirable;  it  is  practicable;  and  it  is 
the  only  democratic  and  just  solution  of  the  railway  problem,  the  great  emergency 
of  American  reconstruction. 

If  the  ideals  which  we  are  seeking  prevail,  service  not  profit,  democracy  not  autoc- 
racy, will  rule.  What  we  sow  to-day  we  shall  reap  to-morrow.  We  look  forward  to 
the  time,  which  we  hope  may  be  in  the  near  future,  when  through  the  patriotism 
of  our  citizens  and  the  heroism  of  our  soldiers,  the  victory  which  has  come  to  our 
arms  will  here  at  home  consummate  an  industrial  peace  that  shall  be  wise  and  just  to 
all,  as  one  of  the  best  fruits  of  the  great  sacrifice  America  has  made  in  this  world 
struggle.  Among  the  fruits  of  such  peace,  those  who  believe  in  equality  of  oppor- 
tunity, civil  liberty  and  democracy,  hold  as  highly  essential  the  public  ownership 
and  operation  of  our  railroads,  our  public  utilities,  and  our  natural  resources,  for  in 
this  way  alone  can  control  be  "of  the  people,  by  the  people,  and  for  the  people." 

The  Chairman.  We  will  now  hear  ^Ir.  Prince. 

STATEMENT  OF  MR.  THEODORE  PRINCE. 

The  Chairman.  What  is  yom-  business  ? 

Mr.  Prince.  Bond  business  and  writer  on  railroad  and  economic 
subjects,  and  my  address  is  20  Broad  Street,  New  York  City.  I  have 
here  a  description  of  my  plan  and  also  a  synopsis  of  it.  However,  I 
will  not  read  from  them,  but  will  simply  point  out  the  matters  over 
which  I  think  the  committee  has  not  yet  gone. 

As  to  the  discussions  that  have  taken  place,  about  rates  and 
the  methods  of  administration  of  the  railroads,  I  have  covered 
in  my  brief;  I  simply  want  to  point  here  to  questions  that  I  think 
have  not  yet  been  developed;  those  are  the  weaker  roads,  their 
administration,  their  financing,  and  also  the  question,  when  Gov- 
ernment control  shall  have  ended,  how  the  complicated  relation- 
ship of  all  the  railroads,  particularly  the  weaker  ones,  shall  be 
handled,  \\nien  that  control  ends  there  will  be  a  number  of  charges 
and  burdens  and  matters  of  adjustment  which,  of  course,  the  stronger 
roads  can  take  care  of,  but  which,  in  my  opinion,  the  weaker  roads 
will  not  be  able  to  take  care  of,  and  I  think  some  system  must  be 
devised,  some  agency — owing  to  this  extraordinary  situation  which 
has  been  created  by  the  war  and  the  extraordinary  situation  which 
has  been  created  by  the  Government  having  taken  control  of  the 
railroads — must  be  established  that  can  restore  normal  conditions; 
and  there  must  also  be  some  assurance  as  to  how  these  roads,  weak  in 
themselves  when  the  war  began  and  which  may  be  still  weaker  when 
the  war  ends,  can  be  financed  in  their  requirements. 
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Now,  my  idea,  in  the  way  of  a  very  general  plan,  is  that  a  railroad 
corporation  or  a  railroad  financing  company  shall  be  formed,  and  it  is 
not  to  be  a  company  that  will  be  simply  left  hanging  in  the  air,  by  asso- 
ciation among  the  railroads,  but  a  company  that  will  be  strong  enough 
to  do  something  for  all  the  railroads  in  the  country;  and  I  have  sug- 
gested— and,  as  I  say,  this  plan  is  not  rigid — that  the  roads  shall  form 
a  corporation  under  a  Federal  charter,  and  shall  subscribe  to  the 
stock  of  that  corporation;  and  I  think  there  should  be  some  fair 
relationship  between  the  railroads  representing  large  mvestmenis, 
like  the  Pennsylvania,  and  those  of  smaller  property  investments, 
like  the  Delaware,  Lackawanna  &  Western,  but  whose  profits  show  a 
higher  earning  power. 

So  I  have  suggested  a  ratio,  simply  as  a  suggestion,  that  1  per  cent 
of  the  investment  in  property  and  35  per  cent  of  the  net  income  of 
the  roads  be  the  amount  for  which  they  shall  subscribe  m  this  pro- 
posed corporation.  This  would  give  a  callable  subscription,  let  us 
say,  cf  about  $300,000,000. 

Senator  Pomerene,  Will  you  please  state  that  agam? 

Mr.  Prince.  I  have  suggested  1  per  cent  of  the  property  invest- 
ment and  35  per  cent  of  the  net  income,  sav  for  1916.  That  would 
mean  about  $28,000,000  for  the  Pennsylvania  and  about  $8,500,000 
for  the  Delaware,  Lackawanna  &  Western.  Otherwise  the  latter  road 
would  have  a  very  much  smaller  subscription.  Now,  that  would  give 
us  a  callable  subscription  of  about  $300,000,000.  I  have  computed 
that  about  20  per  cent  of  that  would  be  the  weaker  roads,  which 
should  be  deferred  liabilities;  but  the  subscriptions  of  the  stronger 
roads  could  be  called;  and  if  the  companies  did  not  have  the  money 
to  pay  for  this  subscription,  my  suggestion  is  that  the  Government 
should  loan  the  money  on  approved  security.  Of  course,  these 
strong  roads  all  have  good  securities.  These  can  not  be  floated 
readily;  the  Pennsylvania  Railroad  can  not  now  issue  $50,000,000 
more  of  5  per  cent  bonds,  although  they  are  perfectly  good;  they  are 
selling  to-day  at  96.  But  the  Government  could  defer  the  payment 
of  these  loans  for  15  or  20  years,  and,  in  the  meantime,  those  roads 
could  pay  a  certain  amount,  over  and  above  their  operating  require- 
ments, and  interest  charges,  to  the  Government  in  the  way  of  a 
sinking  fund.  But  the  basic  point  is  that  as  the  Government  is  now 
lending  the  money  to  the  weaker  roads,  in  any  event,  and  it  would 
be  much  better  for  the  Government  to  lend  this  money  to  a  railroad 
whose  security  was  ample. 

I  have  suggested  that  when  this  proposed  corporation  wishes  to 
acquire  funds  it  could  issue  its  own  securities,  like  the  joint  stock 
land  banks,  if  Congress  ^rant  such  tax  free  privileges  to  these  secu- 
rities used  for  a  national  purpose.  This  railroad  corporation  would 
not  be  supposed  to  lend  money  to  the  Pennsylvania  or  the  Atchison 
or  any  other  strong  road  that  can  take  care  of  itself;  but  the  weaker 
roads  should  be  able  to  borrow  money  on  their  securities  from  this 
railroad  corporation.  Now,  that  does  not  mean  that  this  corporation 
is  to  simply  go  ahead  pell-mell  through  the  country 

Senator  Pomerene  (interposing).  On  what  kmd  of  securities? 

Mr.  Prince.  The  only  securities  that  these  weaker  roads  have, 
Senator. 

Senator  Pomerene.  Whether  they  are  bankrupt  or  not  ? 
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Mr.  Prince.  I  was  just  comins;  to  that.  It  is  not  meant  that  this 
railroad  corporation  is  to  go  pell-mell  through  the  land  and  take  all 
the  roads  that  are  banlo-upt  or  that  really  have  no  traffic  to  justify 
assistance.  Quite  to  the  contrary.  For  example,  a  rule  could  be 
made  that  only  such  roads  as  had  paid  their  fixed  charges  and  taxes 
over  a  period  of,  let  us  say,  four  years,  should  receive  such  assistance. 
These  roads  could  be  gone  over;  I  think  there  are  only  20  or  30  of 
them;  I  have  not  the  exact  number  in  mind  at  the  moment — but  at 
the  time  of  the  enactment  of  this  measure,  the  representatives  of  the 
Government  and  of  the  railroads  could  go  over  these  railroads  and 
select  the  ones  that  are  entitled  to  association,  and  weed  out  those 
that  are  not  entitled  to  association  or  assistance;  these  latter  must 
be  taken  care  of  either  by  their  stockholders  or  by  some  other  form 
of  financing;  the  point  being  that  in  the  scheme  I  have  proposed,  the 
question  of  the  right  of  any  road  to  be  assisted  can  be  decided  by  the 
Interstate  Commerce  Commission  and  the  proposed  railroad  cor- 
poration, or  the  secretary  of  transportation  and  the  Interstate  Com- 
merce Commission.  But  that  is  a  detail  into- which  I  do  not  care 
to  go  at  present.  I  think  that  a  careful  survey  of  the  weaker  systems 
of  the  country  will  indicate  that  there  are  very  few  roads  indeed  that 
some  fair  method  of  financing  would  not  bring  them  out  in  a  fairly 
prosperous  condition  in  5  or  10  years.  This  railroad  corporation 
would  not  be  supposed  to  do  any  more  than  the  Government  is 
doing  now,  and  perhaps  it  would  do  less;  but,  at  least,  there  would 
be  an  agency  to  which  any  road  that  was  not  in  shape  to  go  out  into 
the  market  and  get  money  could  go  for  financial  assistance — such 
an  agency  or  railroad  corporation  representing  a  cooperation  of  all 
the  railroads  in  the  country  to  help  out  the  weaker  roads. 

I  think  if  we  go  over  these  weaker  roads  and  find  that  they  have 
earned  fixed  charges  and  taxes  over  a  certain  number  of  years  we 
can  fairly  assume  that  with  increased  rates,  adequate  to  enable  them 
to  properly  operate,  and  with  the  other  reforms  which  have  been  sug- 
gested before  your  honorable  committee,  these  weaker  roads  could 
be  made  to  pay.  It  is  not  at  all  expected  that  this  railroad  corpo- 
ration should  finance  any  railway  that  would  not  justify  assistance. 
This  proposed  railroad  corporation,  at  the  end  of  Federal  control, 
could  go  over  thousands  of  complicated  questions  of  equipment,  of 
stations  abandoned,  of  roundhouses  abandoned,  of  locomotives 
that  have  been  perhaps  misplaced  on  certain  roads,  and  could 
readjust  them,  and  make  an  agreement  with  the  Government  as  to 
any  charges  or  debits  and  credits  that  should  be  made  and  could 
redistribute  those  charges  over  all  the  railroads  of  the  country.  It 
being  presumed  that  this  railroad  corporation  would  cooperate,  as 
far  as  Congress  would  permit  it,  with  all  the  railroad  agencies  and 
functions  of  the  country;  and  as  much  power,  both  executive  and 
administrative,  as  you  would  give  this  railroad  corporation,  it  would 
hold  not  only  in  the  sense  of  a  Government  function,  but  in  the 
sense  that  the  railroads  of  the  country  would  be  banded  together 
in  a  unified  system  of  coordinated  transportation. 

I  think  that  one  of  the  defects  of  the  system  in  the  past  has  been 
the  f  ict  that  the  rich  roads,  or  the  prosperous  railroads,  have  felt  no 
concern  for  the  weaker  roads.  I  believe  that  the  time  has  come  when 
every  weak  brother  must  more  or  less  have  the  concern  of  the  richer 
brother.     I  do  not  mean  that  in  any  socialistic  sense  at  all;  I  mean 
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it  in  a  perfectly  sound  business-like  sense;  and  if  the  Pennsylvania 
Railroad  says,  "We  have  no  interest  in  the  Erie,"  it  appears  to  me 
that  the  solution  of  the  railroad  problem  is  bound  up  with  the  fact 
that  they  have  an  interest  in  the  Erie,  and  unless  the  Erie,  if  it 
justifies  assistance,  can  receive  such  assistance,  it  will  lower  the 
level  of  the  property  of  all  the  railroads. 

The  problem  of  making  rates  which  will  not  make  the  prosperous 
roads  richer  can,  I  believe,  be  solved  by  this  proposed  railroad  cor- 
poration; instead  of  taking  so-called  excess  earnings  and  putting 
them  into  a  corporation  over  which  the  railroads  would  have  no 
control,  this  money  can  be  taken  from  the  richer  roads  and  put  into 
this  railroad  corporation  as  a  reserve  fund  or  a  sinking  fund,  or  a 
fund  which  can  be  used  for  the  general  uplift  of  the  weaker  properties; 
and  I  think  it  would  go  far  towards  solving  the  rate  question  as 
referred  to  by  Mr.  Willard.  I  think  he  was  asked  by  the  chairman 
about  the  weaker  roads,  and  he  said,  ''If  you  will  raise  the  rates 
high  enough,  there  will  be  a  margin  for  the  richer  roads  which  could 
be  used  for  the  weaker  roads";  but,  to  my  mind,  that  is  somewhat 
vague  and  indirect.  As  events  develop,  it  may  be  that  there  will 
be  no  agency  to  distribute  that  money  or  to  use  it  in  a  constructive 
fashion.  I  think  the  railroads  should  be  given  an  opportunity  or 
option — although  they  may  not  accept  it — of  helping  out  some  of 
the  weaker  roads  without  giving  up  a  great  deal  oi  their  profits.  If 
they  embrace  the  opportunity  to  come  together  to  aid  the  general 
constructive  purposes  for  an  efficient  system  of  transportation 
througliout  the  whole  country,  I  think  it  will  go  far  toward  solving 
the  railroad  question. 

Now,  the  matter  of  administration,  as  to  whether  we  are  to  have 
a  secretary  of  transportation,  with  limited  power — which  I  advocate — 
and  as  to  how  much  power  the  Interstate  Commerce  Commission 
shall  possess,  those  are  matters  which  Congress  can  deal  with.  Per- 
sonally, I  think  a  great  deal  of  the  administrative  and  executive 
functions  of  the  Interstate  Cominerce  Commission  could  be  turned 
over  to  such  a  railroad  corporation.  Not  the  functions  of  valuation 
and  accounting,  which  perhaps  should  be  left  where  they  are,  with 
the  Interstate  Commerce  Commission,  but  a  great  deal  of  the  bur- 
densome detail  that  these  railroads  together  could  carry  out  as 
trustees  of  the  railroads  and  which  could  be,  lot  us  say,  visaed  by  the 
Interstate  Commerce  Commission.  This  railroad  corporation  should 
have  on  its  board  representatives  of  labor  and  of  shipping;  but  in 
the  main  it  is  my  opinion  that  railroad  men  should  be  the  directors 
of  the  board,  so  that  the  responsibility  could  be  squarely  put  upon 
them. 

The  Chairman.  You  have  your  argument  there  in  your  brief  ? 

Mr.  Prince.  I  have  my  argument  here  in  a  brief,  and  also  a 
synopsis,  which  I  would  like  to  lilo  with  the  committee. 

Senator  Pomerene.  I  just  want  to  ask  you  one  question.  I  infer 
from  what  you  have  outlined  that  what  you  have  in  mind,  in  fact 
is  rather  a  plan  which  may  be  for  the  benefit  of  the  railway  security 
holders  rather  than  for  the  railroads  as  a  public  utility.  Am  I  right 
about  that  ? 

Mr.  Prince.  I  do  not  think  I  have  made  myself  exactly  clear. 
The  plan  that  I  have  in  mind  should  be,  if  properly  developed,  as 
I  see  it,  a  plan  for  the  public  utilities  as  a  national  transportation 
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system  particularly.  Of  course,  incidentally,  any  efficient  trans- 
portation system  must  be  based  on  sound  credit,  and  indirectly  that 
would  benefit  the  securities;  but  I  do  not  advance  this  as  any  means 
of  enhancing  the  value  of  securities.  I  think  it  would  coordinate 
the  transportation  facilities  of  the  Nation  and  put  the  responsi- 
bility up  to  all  the  railroads,  thus  making  for  a  direct  financial  interest, 
so  that  they  will  natm'ally  f eel  that,  boimd  together,  as  they  would  be, 
they  have  a  common  interest,  and  that  the  weaker  road  is  as  much 
bound  to  them  as  the  stronger  road.  I  see  no  other  form  of  agency 
by  which  you  can  take  care  of  these  weaker  roads,  by  which  you 
can  smooth  out  the  inequalities  that  will  have  been  created  by 
Government  control.  It  is  an  administrative  problem  and  a  finan- 
cial problem,  and  not  a  c[uestion  of  securities.  The  question  of 
securities,  after  all.  Senator,  will  depend  upon  what  Congress  does 
about  the  rates.  If  the  rate  is  not  made  adequate  no  form  of  adminis- 
tration can  help  the  secmity  holders. 

Senator  Pomerene.  That  is  all  I  care  to  ask. 

The  Chairman.  If  there  are  no  further  questions,  you  may  file 
your  brief. 

Mr.  Prince.  Thank  you. 

(The  synopsis  and  brief  submitted  by  Mr.  Prince  appear  in  full 
below,  as  follows:) 

Synopsis  of  a  Railroad  Plan  Proposed  by  Theodore  Prince,  LL.  M. 

The  basic  principle  of  this  plan  is  the  placing  of  executive  and  administrative  func- 
tions in  the  hands  of  the  railroads;  initiation  and  responsibility  for  the  coordination 
of  an  efficient  system  of  transportation  shall  rest  upon  the  railroads  and  their  execu- 
tives, where  it  belongs. 

The  plan  proposes  the  formation  of  a  railroad  corporation  under  Federal  charter, 
with  an  authorized  capital  stock  of  about  $500,000,000.  All  the  railroads  in  class  1 
shall  subscribe  to  this  stock  on  the  basis  of  1  per  cent  of  their  invested  property  and 
35  per  cent  of  their  net  income,  say,  for  the  year  1916.  The  payment  of  the  subscrip- 
tion of  the  weaker  roads  will  be  held  in  abeyance  in  accordance  with  the  plan.  All 
other  subscriptions  may  be  called  for  in  part  or  whole  at  the  formation  of  the  com- 
pany. Wherever  strong:  roads,  that  is,  roads  that  enjoy  high  credit,  find  it  imprac- 
tical to  raise  this  cash,  the  Government  should  advance  the  necessary  money  to  these 
roads  upon  security  for  a  period  of  15  to  20  years,  or  until  such  roads  can  advantageously 
sell  their  securities.  In  the  former  event,  a  certain  proportion  of  earnings  over  a 
certain  amount  shall  be  paid  by  such  strong  roads  to  the  Government  as  a  sinking  fund, 
for  the  liquidation  of  this  loan.  The  bonds  issued  by  the  railroad  corporation  are  to 
be  deemed  instrumentalities  of  the  Government,  and  shall  be  free  from  Federal, 
State,  and  personal  tax.  The  railroad  corporation  ought  therefore  to  have,  when  and 
if  all  subscriptions  are  called  for,  cash  capital  of  about  $250,000,000.  This  should 
afford  a  basis  of  credit  of  over  $1,000,000,000. 

It  is  computed  that  the  so-called  weaker  roads  will  require  approximately 
$200,000,000  the  first  year  and  considerably  less  in  succeeding  years.  Upon  the  solu- 
tion of  the  railroad  problem  and  the  return  of  normal  conditions  these  financial  require- 
ments will  fall  rapidly.  It  is  difficult  to  imagine  how  the  credit  of  the  railroad  cor- 
poration, under  these  circumstances,  could  be  exhausted. 

This  railroad  corporation  shall  have  complete  executive  and  administrative  charge 
of  all  cooperative  railroad  betterments  and  improvement  program  as  now  generally 
understood.  It  may  institute  plans  for  inland  water  and  rail  routes,  for  terminal  con- 
structions, for  pooling  of  equipment,  and  also  arrange  for  consolidations  or  mergers 
whenever  such  matters  affect  transportation  generally,  it  being  understood  that  indi- 
vidual railroad  affairs  and  finances  that  do  not  interfere  with  the  general  scheme  pro- 
ceed as  before.  Such  railroad  corporation  shall,  with  the  cooperation  of  regional 
boards,  if  they  be  found  expedient  or  necessary,  initiate  all  rates.  It  shall  also  finance 
and  assist  the  weaker  roads;  such  weaker  roads  shall  be  limited  to  those  whose  condi- 
tion both  as  regards  finance  and  traffic  justifies  assistance.  The  heavy  increase  of 
traffic  and  lack  of  railroad  construction  for  many  years  entitle  almost  all  of  the  weaker 
roads  to  such  help.     Those  not  so  entitled  must  be  reorganized  (or  taken  in  charge  by 
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the  secretary  of  transportation).  Ultimately  all  railroads,  including  those  outside  of 
class  1,  shall  fall  within  this  plan. 

The  railroad  corjjoration  shall  also  negotiate  the  contract  with  the  Government  at 
the  termination  of  its  control,  so  that  proper  allowances  can  be.  made  for  the  various 
debits  and  credits  that  will  be  created  when  the  complicated  relationship  now  exist- 
ing between  the  Government  and  all  the  railroads  be  simplified  and  adjusted.  The 
Government  may  defer  its  charges  over  a  period  of  years  (for  example,  20  years,  as 
in  the  contract  between  the  telephone  companies  and- the  Government).  In  turn, 
the  railroad  corporation  may  adjust  such  burdens  with  the  railroads  similarly  over  a 
period  of  years,  having  due  regard  to  the  ability  of  the  various  roads  to  pay  off  such 
charges. 

Revenues  of  the  strong  roads  that  may  become  unduly  increased  by  rates  necessary 
for  the  poorer  roads  may  be  diminished  by  requiring  payments  from  such  increased 
surplus  into  the  railroad  corporation  for  the  reserve  fund.  Losses  that  may  be  incurred 
by  the  railroad  corporation  in  its  cooperative  program  for  the  weaker  roads  may  be 
considered  in  the  rate  definition;  so  that  in  the  course  of  time  transportation  charges 
may  take  up  a  part  or  all  of  this  burden  or  loss.  It  is  expected,  however,  that  the 
railroad  corporation  shall  not  do  other  than  a  banking  business,  as  security  must  be 
given  for  the  moneys  advanced.  The  fact  that  such  security  will  not  rank  equally 
with  the  security  of  the  stronger  roads  is  the  responsibility  that  the  last-mentioned 
roads  must  bear  to  secure  a  self-controlled  industry. 

At  the  same  time  the  railroad  corporation  may  exercise  a  certain  amount  of  super- 
vision over  the  finances  of  the  weaker  roads,  so  that  improvident  di\'idends  or  unpro- 
ductive construction  may  be  prevented.  It  is  also  expected  that  the  weaker  roads 
shall  pay  a  larger  rate  for  the  money  than  the  rate  paid  by  the  railroad  corporation 
on  its  securities  issued,  in  order  that  the  railroad  corporation  secure  some  protit; 
also  in  order  that  the  weaker  roads  should  divorce  themselves  from  this  financial  help 
as  soon  as  they  can. 

Trustees  or  directors  shall  be  chosen  by  the  railroads  in  some  fair  proportion  to 
their  subscriptions  and  territory  represented.  Shipping  and  labor  may  be  represented 
on  the  board  in  an  advisory  capacity. 

The  plan  further  pro\ddes  for  supervision  over  the  railroad  corporation  by  a  secre- 
tary of  transportation  and  for  a  distribution  of  such  powers  and  duties  in  connection 
with  the  Interstate  Commerce  Commission.  Such  a  scheme  is  proposed,  however,  as 
a  suggestion  subject  to  modification,  the  plan  merely  pointing  out  the  basic  ideas 
from  which  it  is  hoped  a  practical  balance  of  railroad  administration  can  be  developed 
and  created.     In  line  herewith  the  plan  proceeds  as  follows: 

THE  INTERSTATE   COMMERCE   COMMISSION. 

The  Interstate  Commerce  Commission  shall  act  in  a  judicial  and  quasi-judicial 
capacity,  its  executive  and  administrative  functions  being  transferred  to  the  rail- 
road corporation.  It  will  decide  all  questions  that  arise  (in  the  nature  of  appeal) 
between  the  secretary  of  transportation  and  the  railroad  corporation.  The  acts  of 
the  railroad  corporation  shall  be  vis6d  by  the  secretary  of  transportation,  and  vice 
versa,  if  the  secretary  of  transportation  wishes  to  negotiate  a  plan  he  may  do  so,  and 
same  becomes  binding  if  agreed  to  by  the  railroad  corporation.  If  they  disagree, 
the  Interstate  Commerce  Commission  decides. 

The  rates  initiated  by  the  railroad  corporation  shall  likewise  be  subject  to  this 
scheme  of  control,  except  that  the  jurisdiction  of  the  Interstate  Commerce  Commis- 
sion shall,  in  this  particular,  from  the  question  submitted,  be  more  judicial  and 
therefore  more  extensive. 

SECRETARY   OF  TRANSPORTA'nON. 

The  secretary  of  transportation  shall  represent  the  national  policy  in  transporta- 
tion, and  thus  give  the  Government  a  definite  place  in  the  regulation — not  control — 
of  this  industry.  His  duties  shall  be  limited  to  supervision  and  cooperation  except 
as  otherwise  specifically  defined.  He  shall  further  expedite  the  entire  procedure 
of  railroad  administration  so  that  unnecessary  delay  and  red  tape  be  avoided.  Au- 
thority lodged  in  a  single  head  has  possibilities  in  this  direction  denied  to  bureaus, 
commissions,  or  boards.     Further  power  and  duties  appear  elsewhere. 

BOARD   OF  APPEAL. 

There  shall  be  a  board  of  appeal  to  decide  all  questions  of  law  on  appeal  from  the 
Interstate  Commerce  Commission.  This  board  of  appeals  it  is  intemiod  shall  also 
act  as  an  appeal  board  in  purely  commercial  questions  from  the  various  Federal 
trade  boards. 
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RATES. 

Rates  shall  be  defined  as  set  forth  in  paragraph  8  of  the  plan  of  the  railway  execu- 
tives, briefly,  to  the  effect  that  such  rates  shall  be  adequate  for  service,  surplus,  credit, 
and  labor,  except  that  in  addition  such  statute  shall  contemplate  a  loss  incurred  by 
the  railroad  corporation  in  assisting  weaker  roads.  Tlie  uniformity  of  the  rate  structure 
shall  be  maintained,  and  the  statute  defining  rates  be  interpreted  by  the  Interstate 
Commerce  Commission. 

LABOR. 

Labor  shall  be  represented  in  an  advisory  capacity  on  the  railroad  corporation 
board,  and  its  grievances  shall  be  considered  by  this  board.  The  secretary  of  trans- 
poratation  may  also  consider  labor  grievances.  Final  settlement  shall  be  made  by 
the  Interstate  Commerce  Commission  or  a  special  board  of  labor.  Cooperation,  how- 
ever, of  these  three  bodies  in  labor's  behalf,  it  is  hoped,  will  as  efficiently  settle  this 
question  as  any  other  bodies  or  boards. 

BALANCE    OF  POWERS   AND   DUTIES. 

The  secretary  of  transportation  and  the  railroad  corporation  can  together  carry 
out  the  railroad  purposes  outlined.  In  the  event  of  a  disagreement  the  Interstate 
Commerce  Commission  shall  render  decision,  which  may  in  certain  cases  be  appealed. 

The  responsibility  for  an  eflicient  and  coordinated  transportation  system  shall  in 
the  first  place  rest  upon  the  railroad  corporation.  The  mapping  out  of  a  compre- 
hensive railroad  transportation  policy  in  accordance  here^vith,  its  supervision, 
together  with  the  enactment  of  such  laws  as  will  carry  out  all  these  purposes,  will 
rest  upon  the  secretary  of  transportation.  Between  these  two  bodies  the  Interstate 
Commerce  Commission  shall  function  as  a  balance  or  appeal  as  the  instance  may 
warrant. 

The  method  of  appointments,  tenure  of  office,  and  varying  interests  of  the  three 
controlling  bodies  created  under  this  plan  would  seem  to  make  them  secure  from  any 
particular  disturbing  and  dominating  influences. 

The  secretary  of  transportation,  the  Interstate  Commerce  Commission  and  the 
railroad  corporation  should  form  an  elastic,  cooperative  balanced  system  whereby 
the  entire  transportation  industry  may  be  knit  together  for  the  general  good. 

OTHER   PLANS. 

Any  plan  of  Government  guaranties,  any  scheme  which  gives  the  Government  a 
direct  financial  interest  in  the  roads,  other  than  by  loans,  secured  or  other^^-ise,  is 
excluded  under  this  plan  for  the  reason  that  any  such  arrangement  will  leave  the 
transportation  interest  active  in  the  hands  of  Congress  in  some  form  of  continued 
political  agitation.  Any  plan  which  gives  entire  power  over  the  railroads  to  any 
one  body  is  also  considered  inadequate,  for  the  reason  that  in  the  course  of  time  the 
railroads  may  find  themselves  in  the  same  plight  that  they  were  before  the  war. 

The  plan  of  the  railway  executives  is  inadequate  because  it  gives  all  the  power  now 
in  the  hands  of  the  director  general  to  the  secretary  of  transportation,  and  makes  no 
provision  for  financing  the  weaker  roads,  nor  does  it  make  any  provision  for  a  strong 
and  coordinating  railroad  responsibility. 

The  plan  of  the  National  Association  of  Railroads  is  also  considered  inadequate 
because  it  gives  ail  the  power  over  the  railroads  into  the  hands  of  the  Interstate  Com- 
merce Commission,  a  situation  that  has  brought  the  railroads  into  the  condition  of 
which  complaint  is  made.  This  plan  is  also  inadequate  because  it  calls  for  Gov- 
ernment guaranty,  yet  fails  to  give  the  Government  any  real  power  over  the  rail- 
roads; a  condition  which  will  ultimately  lead  to  Government  interference  and  prob- 
ably ownership. 

It  also  takes  two- thirds  of  the  earning  power  of  the  railroads  above  those  earnings 
which  represent  6  per  cent  on  the  property  invested,  gives  one-half  to  labor  and  one- 
half  to  a  fund  over  which  the  railroads  have  no  control,  besides,  thus  destroying  the 
reward  for  individual  accomplishment.  It  gives  no  adequate  compensation  to  the 
railroads  for  this  diversion  of  earnings. 

Government  ownership  or  Government  control  is  considered  fatal  to  that  indi- 
vidual freedom  and  initiative  that  has  made  the  American  railroads  the  cheapest 
and  most  efiicient  in  the  world. 

The  cost  of  rehabilitating  the  railroad  systems  in  their  entirety  must  be  borne  by 
someone;  if  the  railroads  take  up  the  burden  in  accordance  with  this  plan,  it  will  be 
far  less  costly  in  the  long  run  than  if  the  Government  does  it. 
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The  Raixroad  Situation  and  a  Proposed  Plan,  by  Theodore  Prince,  LL.  M. 

One  of  the  greatest  crises  of  our  existence  is  soon  to  become  merged  into  a  conclusive 
and  constructive  peace.  In  that  crisis  the  power  and  vitality  of  democratic  institu- 
tions the  world  over  were  at  stake.  Their  success  forever  spelt  the  doom  of  despotism. 
In  the  triumph  of  our  democracy  we  reached  far  over  and  into  the  borderland  of 
despotic  government;  for  in  no  other  way  could  we  cope  with  the  accumulated  power 
of  Germany's  centralized  institutions.  The  taking  over  of  the  railroads  by  our  Gov- 
ernment was  one  phase  of  this  despotic  power  needed  to  vindicate  our  democracy. 
The  dissolution  of  this  power  now,  that  our  world  peace  has  been  accomplished,  is  as 
important  for  the  ^-indication  of  the  principles  for  which  we  were  willing  to  sacrifice 
all,  as  the  defeat  of  the  Central  Powers. 

Any  equivocation  which  plausibly  seeks  the  extension  or  confirmation  of  this  power, 
may  have  disastrous  results  to  the  integrity  of  our  standing  at  home  as  well  as  abroad. 
The  Government  took  the  railroads  in  order  to  help  win  the  war.  The  war  has  been 
won  and  the  Government  must  return  the  railroads.  Other\yise  we  may  drift  into  a 
form  of  political  Bolshevism  under  the  guise  of  making  the  world  safe  for  democracy. 
The  disintegrating  anarchistic  influences  abroad  should  certainly  find  no  echo  here. 

The  judgment  of  the  people  of  the  United  States  seems  to  have  definitely  reached 
a  conclusion  against  Government  ownership  of  the  railroads;  the  Interstate  Commerce 
Commission  has  committed  itself  definitely  against  it.  If  any  principle  at  all  has  been 
vindicated  by  the  appalling  sacrifice  that  the  world  has  made,  it  is  the  principle  that 
the  world  must  be  maintained  upon  individual  freedom  and  initiative.  For  us  who 
have  served  the  world  on  the  basis  of  that  concept,  it  would  be  a  calamity  indeed  to 
abandon  it. 

After  all,  there  is  nothing  in  the  transportation  problem  that  demands  Government 
ownership;  no  huge  financing  for  construction  problems,  the  income  of  which  will 
remain  in  doubt  for  years  to  come.  The  traffic  of  this  country  is  sufficiently  large  to 
maintain  all  the  railroads  profitably  under  normal  and  well  regulated  conditions. 
We  have  had  our  costly  problems  and  we  have  learned  from  them.  We  know  fairly 
well  the  questions  upon  which  an  efficient  transportation  system  depends  and  the 
factors  that  must  be  changed  in  order  that  this  may  be  accomplished.  Every  one 
of  these  questions  and  factors  can  be  properly  adjusted  under  modified  private  owner- 
ship, and  those  that  seem  iTisurmountable  are  just  as  insurmountable,  if  not  more, 
under  (rovernment  ownership.  The  (juestion  of  rate  structures,  of  profitable  opera- 
tion, of  labor,  of  administration,  are  just  as  diUicult,  if  not  more,  under  Government 
ownership  than  they  are  under  modified  private  ownership.  A  few  factors  become 
so  stupendous  under  Government  ownership  that  a  solution  of  them  imder  that  form 
of  operation  would  be  disastrous  to  our  entire  well-being  and  in  violation  of  our  tradi- 
tions. 

These,  briefly,  are  the  elimination  of  competitive  serxdce,  destruction  of  individual 
initiative  and  freedom  of  action,  the  hnge  impossible  problem  of  financing 
$17,000,000,000  of  securities  by  issue  of  Government  securities  in  payment  or  exchange, 
the  valuation  of  the  railroad  property,  the  substitution  of  a  political  problem  for  an 
administrative  and  economic  one,  the  loss  of  efficiency  Iti  the  rigid  and  bureaucratic 
form  that  all  control  would  take,  and  the  pandering  and  paternalism  under  which 
labor  would  rest  secure.  What  of  the  thousands  of  railroad  stations  that  \W11  be  built 
the  country  over,  on  urgent  pressure  of  local  constituencie.-^,  feared  by  Mr.  Hines  a  year 
ago.  What  of  the  political  power  and  prestige  of  2,000,000  employees  supported  by 
the  Government.  These  factors,  political  alone,  will  cost  the  country  five  times  as 
much  as  any  efficiency  or  economies  that  superhuman  railroad  ability  can  devise. 

These  arguments  weigh  conclusively  against  (rovernment  ownership,  or  any  form 
of  Government  control  which  in  the  nature  of  things  would  be  likely  to  develop  into 
Government  ownership. 

All  plans  by  which  the  Government  guarantees  a  fixed  return  by  leasing  the  roads, 
or  otherwise,  or  by  permitting  consolidations,  regional  or  otherwise,  with  financing 
by  the  Government  in  the  shape  of  exchange  of  securities,  means  definite  and  active 
control  by  the  Government  of  the  entire  transportation  industry;  it  means  the  con- 
stant intrusion  of  financial  and  operative  problems  into  governmental  functions  and, 
consequently,  the  solicitude  and  necessarily  congressional  functioning  with  the  foun- 
dations of  the  syjitem;  it  means  the  creation  of  bureaucracies  and  the  destruction  of 
individual  initiative.  Consequently,  any  plan  which  places  the  Government  in  a 
position  where  its  right  and  financial  interest  in  the  railroad  jirohlem  will  leave  it 
open  for  political  agitation  for  years  to  come,  \\i\\  be  considered  inexpedient  in  this 
argument,  and  fatal  to  that  system  of  growth  and  management  that  has  made  our 
railroads  the  most  efficient  and  the  cheapest  in  the  world. 
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A  plan,  therefore,  that  ia  likely  to  solve  this  vexed  problem  must  contain  in  some 
general  form  the  following  basic  points: 

(1)  A  rate  structure  adequate  for  service,  surplus,  rehabilitation  of  credit,  and  all 
the  other  fundamentals  now  fully  set  forth  in  the  various  plans  proposed,  and  now 
definitely  understood  and  appreciated.  An  application  of  rates  as  to  prevent  unduly 
enriching  certain  roads;  a  rate  applied  so  that  the  capitalization  of  the  profits  from 
such  increased  rates  can  not  be  used  as  a  basis  for  futrher  rate  increases. 

(2)  The  individual  initiative  and  freedom  of  action  must  be  maintained  as  well  as 
competition  in  service. 

(3)  We  can  not  have  Government  control  and  management  with  private  responsi- 
bility, nor  private  management  hampered  by  State  and  governmental  influence; 
regulation  shall  be  a  public  function;  management,  a  private  one. 

(4)  The  executive,  administrative,  judicial,  and  legislative  power  must  be  so 
distributed  as  to  secure  unity  of  purpose,  cooperation  and  efficiency  in  the  trans- 
portation industry,  together  with  a  definite  and  permanent  policy  not  likely  to  be 
disturbed  by  change  of  parties  in  power. 

(5)  These  duties,  powers,  and  functions  should  be  so  elastic  and  resourceful  as  to 
enable  the  Government  to  relinquish  control  of  the  railroads  upon  a  fair  and  per- 
manent basis,  giving  a  sense  of  security  to  investors,  shippers,  and  the  public  generally. 

(6)  The  Government  should  be  able  to  deal  definitely  and  collectively  with  all  the 
railroads  of  the  country,  whose  interests,  financial  and  operating  wise,  must  be  bound 
up  in  a  single  body. 

From  these  a  constructive  system  of  transportation  may  be  built,  or  at  least  a  starting 
point  from  which  it  may  be  developed.  In  the  light  of  these  fundamentals  we  will 
examine  the  various  plans  proposed. 

The  McAdoo  plan  for  extending  Government  control  five  years  merely  means  a 
postponement  of  the  solution  that  ought  to  be  made  to-day;  it  is  the  mafiana  of  the 
problems  at  hand.  There  is  no  reason  to  suppose  that  conditions  will  be  more  fixed 
in  three  years  from  now  than  they  are  to-day;  the  executive  and  employee  of  the 
railroads  does  not  know  to-day  what  will  happen  in  three  years  from  now,  nor  is  there 
any  certainty  that  three  years  from  now  he  will  know  what  will  happen  two  years 
from  that  date.  To  postpone  the  questions  five  years  in  order  to  institute  compre- 
hensive schemes  of  improvement,  only  means  that  at  that  date  the  problems  will 
be  so  interwoven  with  accumulated  debits  and  credits  on  both  sides  that  Government 
ownership  must  result.  The  time  to  settle  the  questions  arising  out  of  the  war  emer- 
gency is  now,  and  if  this  can  not  be  done  it  never  will. 

PLAN    OP  THE   ASSOCIATION    OF   RAILWAY   EXECUTIVES. 

Without  for  the  moment  passing  on  the  many  virtues  of  the  well-thought-out  plans 
of  the  railway  executives,  there  are  several  points  which  render  this  plan  inadequate. 
There  is  no  scheme  proposed  by  which  the  weaker  roads  can  be  assisted  at  the  termina- 
tion of  Government  control;  nor  does  the  plan  propose  any  method  by  which  the 
burden  assumed  by  the  Government  can  be  transferred  to  other  shoulders  at  such 
termination  with  respect  to  such  railroads  as  have  no  means  of  financing  themselves  to 
take  up  the  charges  or  losses  that  would  be  incurred  through  the  period  of  Govern- 
ment control. 

The  plan  also  presents  no  means  by  which  all  the  transportation  interests  of  the 
country  are  bound  together  in  some  unified  system  to  carry  out  the  reforms  proposed . 
And,  lastly,  it  practically  gives  all  the  power  now  held  by  the  director  general  to  a 
secretary  of  transportation  who  is  to  be  head  of  the  department  of  transportation.  In 
future  all  the  functionings  of  the  Interstate  Commerce  Commission,  including  that  of 
rate-making  power,  are  practically  to  be  transferred  to  him,  except  as  to  accounting 
and  as  to  the  Federal  valuation  of  railroad  properties.  For  it  provides  that  while  the 
Interstate  Commerce  Commission  shall  interpret  the  statute  which  will  provide  the 
rule  of  rate  making,  the  Interstate  Commerce  Commission  shall  give  due  consideration 
to  any  recommendation  in  respect  to  rates  made  to  it  by  the  proposed  secretary  of 
transportation,  whose  approval  of  rates  shall  be  presumed  to  be  reasonable  and  proper 
unless  found  otherwise  by  the  Interstate  Commerce  Commission .  This  grant  of  powers, 
greater  than  that  proposed  by  the  director  general  in  a  time  of  great  emergency,  would 
leave  the  future  of  the  railroads  entirely  in  the  hands  of  the  proposed  secretary  of 
transportation.  The  railroads,  under  this  plan,  might  find  themselves,  in  the  course 
)f  several  administrations  in  the  same  plight  as  they  were  before  the  war.  The  lack 
of  balance  to  the  power  of  the  secretary  of  transportation  is  a  fatal  defect  in  the  plan. 
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PLAN   OF  THE   NATIONAL  ASSOCIATION   OF  OWNERS   OF  RAILROAD   SECURITIES. 

This  plan  (hereafter  called  the  Warfield  plan)  recommends  the  fixing  of  a  definite 
rate  of  6  per  cent  as  the  return  which  all  railroad  corporations  shall  be  permitted  to 
earn  on  their  invested  property  in  certain  groTips.  The  Government  practically  guar- 
antees this  rate  of  return  by  decreeing  that  railroad  rates  shall  be  raised  or  lowered,  as  tho 
case  may  be,  to  permit  this  return.  To  provide  for  the  inequality  which  may  accrue 
to  the  richer  roads  in  the  shape  of  increased  returns,  the  Warfield  plan  provides  that  the 
excess  of  income  over  such  a  fixed  rate  of  return  shall  be  divided,  one-third  for  labor, 
one-third  for  general  public  railroad  usefulness,  and  one-third  to  be  retained  by  the  rail- 
roads. It  further  provides  for  a  railroad  association  composed  of  all  the  railroads  in  the 
country,  who  shall  be  represented  on  this  board  by  eight  trustees.  The  remaining;  9  of 
the  17  trustees  shall  be  members  of  the  Interstate  Commerce  Commission.  Regional 
committees  may  pass  on  rates  and  on  other  administrative  functions ;  the  supreme  power, 
however,  in  reference  to  all  matters,  including  rates,  executive  and  administrative 
affairs,  shall  be  lodged  in  the  Interstate  Commerce  Commission,  directly  or  indirectly 
by  appeal  to  them.  They  shall  decide  the  disposition  of  the  one-third  of  the  excess 
earnings  contributed  for  general  public  purposes,  and  this  fund  may  be  paid  into  the 
railroad  association  if  the  commission  so  will.  The  railroad  association  shall  finance 
equipment  generally  and  be  active  in  a  general  betterment  program  of  the  railroads, 
but  no  method  of  financing  the  weaker  roads  is  provided  for,  except  such  as  we  may 
presume  the  railroads  care  to  undertake  jointly  among  themselves;  also  unless  the 
Interstate  Commerce  Commission  permits  the  fund  above  stated  to  be  used  for  any 
euch  j)urpo3es. 

It  will  be  s?en  that  the  railroads  have  no  great  financial  interest  in  this  company, 
except  such  obligations  as  they  care  to  undertake  in  connection  with  it.  They  are 
not  bound  to  contribute  anything  toward  the  weaker  roads  and,  in  fact,  they  have 
only  a  minority  repres3ntation  on  the  board  of  this  railroad  association.  It  would  not 
seem  that  the  Warfield  plan  has  provided  for  any  responsible,  efficient,  and  initiatory 
body  of  railway  executives  that  are  free  to  carry  out  their  own  program  of  improve- 
ment; nor  does  the  Warfield  plan  present  any  financial  means  by  which  the  railroads 
as  a  body  could  adjust  and,  for  common  purpos?s,  take  up  the  accounts  and  burdens 
that  will  lay  over  by  the  termination  of  Government  control.  When  that  time  comes 
the  Government  will  have  no  one  with  whom  all  the  many  complex  financial  and 
other  problems  can  be  adjusted.  It  is  true  that  each  of  the  railroads  may  deal  s  'pa- 
rately  with  the  Government,  but  how,  and  in  what  taanner,  the  unscrambling  can  be 
done  in  respect  to  financing  the  weaker  roads,  that  plan  does  not  disclos?;  nor  have 
the  railroads  collectively  the  means  of  doing  so  if  they  chos?,  as  they  have  practically 
given  up  two-thirds  of  their  excess  earnings  to  the  control  of  the  Interstate  Commerce 
Commission,  which  commission,  amoung  its  other  multifarious  duties,  shall  have  the 
right  to  control  the  question  of  wages.  The  Government  takes  the  responsibility  of 
decreeing  that  the  road  shall  earn  a  certain  per  cent  on  the  invested  property  but  in 
return  receives  no  real  cooperation  or  help  from  the  railroads;  the  prosperous  roads 
give  up  two-thirds  of  their  income  over  6  per  cent  on  invested  capital,  in  return  for 
which  they  have  no  real  power  to  dispose  of  this  fund  to  secure  imity  of  purpose  in 
transportation. 

In  fact,  the  Warfield  plan  disclo33S,  that  applying  the  test  of  the  6  per  cent  guarantee 
investment  earnings  on  the  basis  of  the  net  income  from  li)14  to  H)17,  to  the  period  of 
Government  control,  the  sum  of  $83,000,000  would  have  been  devoted  to  public  uses, 
being,  we  assume,  the  two-thirds  excess  earnings  which,  it  goes  on,  would  be  5  per 
cent  on  $1,660,000,000;  further,  that  the  capital  stock  issues  (including  common,  pre- 
ferred, and  debentures)  of  all  the  railroads  (we  include  only  those  in  class  i)  would  be 
approximately  .$ 7, 000, 000, 000.  The  railroads,  therefore,  give  up  one-fifth  of  their 
equity  for  the  privilege  of  having  the  Interstate  Commerce  Commission  vise  all  the 
executive,  administrative,  and  rate-making  functions,  and  further  have  them  decide 
what  should  be  done  with  the  income  represented  by  their  equity. 

The  relinquishment  of  two-thirds  of  the  net  earnings  of  a  railroad  corporation  over 
the  6  per  cent  investment  return  has  a  tendency  to  leave  unrewarded  the  intlividual 
accomplishment  of  the  particular  road;  it  remains  a  grave  question  whether  the  re- 
turns under  thesa  conditions  are  a  sufficient  incentive  to  secure  the  highest  effort  of 
the  railroads.  The  effect  of  such  a  diversion  of  earnings  is  to  put  a  penalty  upon  those 
roads  that  have  in  the  ]ia8t  been  generous  in  a  betterment  program  and  niggardly  in 
dividend  payments.  The  sacrifice  that  the  investor  may  have  made  in  the  past  for 
the  benefit  of  the  public  and  for  the  upbuilding  of  his  road  is  thus  lost  to  him. 

Not  only,  then,  is  there  no  real  concrete  power  vested  in  the  railroads  as  an  entirety, 
but  there  is  no  one  representing  the  Government  who  may,  on  the  one  hand,  have 
a  right  in  shaping  or  supervising  railroad  transportation  and,  on  the  other  hand, 
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•coordinate  with  the  raih'oads  with  a  definite  constructive  policy  in  \dew.  To  give  all 
executive,  administratiA-e,  judicial,  and  practically  legislative  functions  again  into 
the  hands  of  the  Interstate  Commerce  Commission,  without  any  balance  on  its  power, 
is  as  fatally  defective  in  the  Warfield  plan  as  it  was  to  give  this  same  power  to  the 
secretary  of  transportation,  in  the  plan  of  the  raihvay  executives.  .\nd  similarly,  in 
the  course  of  several  administrations  the  railroads  may  lind  themselves,  in  the  same 
plight  as  they  were  before  the  war.  In  the  opinion  of  the  writer,  the  plight  would  be 
worse.  The  fund  created  for  the  interest  of  labor  would  be  a  constant  source  of  attrac- 
tion for  labor  agitators.  Labor  would  regard  this  siun  as  their  own,  and  would  either 
bring  pressure  to  bear  to  dispose  of  it  in  higher  wages  as  soon  as  it  accrues,  or  demand 
its  increase,  if,  in  their  opinion,  they  deem  the  opportunity  expedient.  Congress,  on 
the  other  hand,  having  given  a  lixed  guaranty,  would  deem  itself  entitled  to  some 
rights  in  railroad  transportation,  thus  affording  another  avenue  by  Avhich  political 
agitation  would  seek  to  interfere  with  railroad  transportation  in  l^ehalf  of  labor  or 
local  constituencies.  Every  passing  and  favorable  phase  -wall  be  seized  upon  by 
adherents  of  public  ownership  as  proof  of  the  soundness  of  their  doctrine.  The  plan 
seems  to  lack  that  permanence  of  structure  essential  to  the  well-being  of  the  trans- 
portation industry  and  the  investor.  A  savings  l)ank  or  life  insurance  company, 
before  buying  a  security,  looks  20  and  40  years  ahead. to  the  maturity  of  their  security, 
and  must  be  satisfied  with  political  as  well  as  industrial  conditions.  They  may  not 
lielieve  that  this  plan  which  definitely  limits  the  surplus  earning  power  of  railroads, 
in  any  sense  dispels  the  gloom  that  railroad  securities  now  enjoy. 

For  the  purpose  of  throwing  additional  light  on  any  plans  that  may  be  proposed,  a 
freer  discussion  of  the  claimed  defects  in  these  foregoing  plans  has  been  made. 

THE   PROPOSED   PLAN. 

The  plan  proposed  herewith  will  naturally  contain  many  defects.  It  is  advanced 
merely  as  an  elastic  basis,  subject  to  modifications  but  from  which  it  is  hoped  a  bal- 
anced, workable  plan  can  be  developed.  Accord  has  been  fairly  well  established  as  to 
the  installation  of  tho.se  reforms  that  Government  control  has  shown  feasible  and 
advantageous  for  the  transportation  industry.  The  chief  point  of  difference  still  lies 
in  the  rate  structure,  the  question  of  the  weaker  roads,  and  the  scheme  for  the  dis- 
tribution of  powers  and  duties. 

It  is  therefore  proposed  that  the  powers  and  duties  contemplated  l)e  lodged  as 
follows:  A  secretary  of  transportation  (or  possibly  a  l^oard  headed  by  him)  should  have 
supervisory  functions  and  such  power  only  as  will  be  or  may  be  definitely  delegated 
to  him.  The  Interstate  Commerce  Commission  to  have  generally  such  judicial 
functions  or  quasi-judicial  functions  as  they  now  possess,  and  such  other  power  as 
may  be  definitely  delegated  to  them. 

A  railroad  corp  )rati(iu  under  Federal  charter  defining  its  certain  purposes  and  rights 
shall  be  formed  by  st:)ck  sul^scription  of  all  the  railroads  in  class  1  (subject  to  modi- 
fications hereafter  defined),  upon  certain  terms;  it  shall  finance  the  weaker  roads] 
under  certain  conditions,  and  coordinate  all  the  transportation  facilities  of  the  Nation 
and  shall  have  s jle  executive  and  administrative  functions  for  these  purposes  over 
them.  Such  power  or  functions  shall  be  subject  to  the  supervision  of  the  secretary 
of  transportation;  in  the  event  of  a  disagreement  the  decisi(m,  after  a  liearing  before 
the  Interstate  Commerce  Commission  of  the  subject  matter  in  dispute,  shall  guide 
and  control  the  action  of  the  railroad  corporation.  An  appellate  board  shall  hear 
appeals  in  certain  limited  cases.  This  board  has  been  created  in  order  to  overcome 
any  possible  inecjuality  in  the  balance  of  powers  and  duties  that  may  exist  among 
the  triangle  of  definite  duties  set  forth. 

DETAILS    OF  THE   PLAN. 

It  is  proposed  that  a  railroad  corporation  be  formed  under  Federal  charter.  The 
stock  of  this  corporation  shall  be  subscribed  for  by  all  the  railroads  in  class  1,  in  an 
amount  made  up  as  follows:  One  per  cent  of  their  invested  property  and  35  per  cent 
of  their  net  income,  say  for  the  year  1916.  This  affords  a  proportion  between  the 
amount  of  in\ested  property  and  a  high  net  income;  otherwise  the  subscription  of 
the  Pennsylvania  Railroad  would  be  too  large  in  comparison  with  the  higher  earning 
ratio  of  the  Delaware,  Lackawanna  &  Western. 

The  callable  subscriptions  would  aggregate  about  $'300,000,000.  Eighty  per  cent 
of  thif,  it  is  comiiuted,  wc>u!d  come  from  the  strong  roads  or  those  enjoying  a  high 
credit.  This  amount  of  approximately  $210,000,000  could  thus  be  called  at  the  forma- 
tion of  the  corporation.  In  that  instance  the  Government  should  loan  such  strong 
roads  the  money  necessary  for  the  payment  of  the  subscriptions  upon  security  for  a 
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Eeriod  between  15  and  25  years.  Railroads  enjoying  high  credit  would  naturally 
ave  acceptable  collateral.  A  certain  proportion  of  the  earnings  of  such  roads,  over 
a  stated  amount,  could  be  paid  annually  to  the  Government  as  a  sinking  fund  to 
liquidate  this  loan.  The  payment  of  the  subscriptions  of  the  weaker  roads  must  be 
held  as  a  deferred  liability,  in  accordance  with  the  plan. 

The  railroad  corportion  shoidd  thus  have  a  credit  of  at  least  four  to  five  times  its 
cash  capital,  or  $1,000,000,000.  The  financing  of  the  weaker  roads,  it  has  been  com- 
puted, will  reach  the  sum  of  approximately  ?200,000,000  the  first  year.  Such  needs, 
which  have  accumulated  after  years  of  unstable  railroad  credit  and  exorbitant  price 
of  materials,  are  now  bound  to  decline  rapidly.  Upon  the  solution  of  the  railroad 
problem,  the  rehabilitation  of  all  railroad  credit,  and  the  retiu-n  of  normal  conditions, 
such  financial  needs  must  fall  still  more  rapidly.  It  is  difficult  under  these  circum- 
stances to  see  how  the  credit  of  the  railroad  corporation  can  even  approach  exhaustion. 

This  railroad  corporation,  similar  to  the  joint  stock  land  banks,  shall  issue  bonds 
which  shall  be  deemed  to  be  instrumentalities  of  the  Government,  and  as  such  free  of 
Federal,  State,  and  personal  taxation. 

As  the  railroad  corporation  shall  be  exclusively  managed  by  railroad  men  its  direc- 
tors or  trustees  shall  be  elected  bj^  the  railroads,  who  may  have  voting  pri^dleges  in 
some  form  proportioned  to  the  amount  of  their  subscription  and  to  the  territory  sers^ed. 
Labor  and  shipping  interests  may  be  represented  on  tliis  board  but  in  an  advisory 
capacity  only. 

THE    WEAKER    ROADS. 

One  of  the  chief  purposes  of  this  railroad  corporation  ■will  be  to  finance  the  weaker 
roads,  by  which  is  meant  those  roads  whose  present  operations  and  credit  do  not  permit 
them  to  obtain  the  necessary  funds  for  their  proper  maintenance,  whose  prospects  are, 
nevertheless,  such  that  they  will,  in  the  cc^iirse  of  a  certain  number  of  years,  be  able 
to  make  adequate  return  on  the  amount  called  for  by  their  budget.  Such  budget 
shall  include  their  neces.sary  financing,  including  the  charges  or  burdens  that  may  fall 
on  them  upon  the  termination  of  Government  control.  These  roads  may  be  defined 
under  definite  classes,  as  for  example: 

Those  that  have  been  able  to  earn  fixed  charges  and  taxes  over  a  certain  number  of 
years.  They  may  be  defined  by  another  method  by  which  the  railroad  corporation 
at  the  time  of  its  formation,  and  the  (lovernment  determines  the  railn)ad8  that 
are  eligible  for  such  association;  those  roads  that  show  no  justifjdng  condition  for 
such  association  shall  be  permitted  to  solve  their  own  problems  by  reorganization  or 
otherwise,  or  until  their  condition  changes  to  justify  their  claim  for  assistance  from  the 
railroad  corporation.  The  Government  may.  at  the  termination  of  its  control,  make 
special  agreements  with  the  railroad  corporation  by  which  it  assists  in  the  financing  of 
those  roads  whose  condition  fails  to  justify  tlie  cooperation  of  the  railroad  corporation 
as  indicated;  or  again,  such  roads  may  be  placed  in  charge,  under  specially  defined 
limitations  of  the  secretary  of  transportation,  whose  duties  and  powers  appear  else- 
where. Under  the  proposed  plan  it  is  intended  that  all  roads,  including  those  outside 
of  class  1,  shall  eventually  fall  within  its  provisions. 

It  is  fair  to  assume,  however,  that  the  lack  of  railroad  construction  for  many  years 
and  the  increase  of  traffic,  together  with  the  numerous  reorganizations,  have  placed 
most  of  the  roads  in  a  position  where  the  financial  assistance  of  the  railroad  corporation 
Would  be  justified,  as  indicated.  No  road,  naturally,  shall  become  entitled  to  the 
aid  of  the  railroad  corporation  unless  necessity  be  shown;  such  questicms  when  they 
arise  shall  be  settled  in  accordance  with  the  scheme  devised  for  deciding  such  issues. 
The  strong  roads  shall  proceed  as  heretofore  with  their  individual  financing. 

The  method  devised  for  issuing  securities  by  the  railroad  corporation  for  the  pur- 
poses outlined  are  in  no  sense  conclusive.  The  (iovernnient  in  part  or  whole  may 
finance  the  railroad  corporation  and  accept  its  obligation  with  the  collateral  received 
by  it  from  the  weaker  roads  for  a  term  of  years.  The  railroad  corporation  is  to  finance 
such  weaker  roads  and  take  security  therefor.  iMjuipment  financing  will  take  its 
accustomed  shape.  In  other  or  general  linanciiig  the  security'  may  take  the  shape 
of  a  junior  mortgage,  in  addition  to  which  the  railroad  corporation  ma>'  assimie 
the  supervision  of  the  finances  of  the  particular  railroad,  similar  to  that  exercised  by 
bankers  in  financing  railroads  whose  credit  has  sulTored.  If  that  appears  inadequate, 
taking  into  consideration  the  factors  outlintnl,  the  railroad  corporation  ma>-  refuse 
assistance.  Such  questions,  as  well  as  man>-  others,  which  may  not  have  l)een  settled 
at  the  time  of  the  enactment  of  the  plan,  must  be  left  for  determination,  as  the  plan 
proposes,  to  the  secretary  of  transportation  and  tlie  Interstate  Commerce  Commission. 

It  will,  of  course,  be  understood  that  the  railroad  corporation  is  not  to  be  burdened 
with  obligations  the  extent  or  character  of  which  they  can  not  fairly  fores«>e.  So  that 
while  the  railroad  corporation  is  presimied  to  do  a  banking  business  for  the  railroads, 
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it  is  also  presumed  to  achieve  constructive  results  connected  with  responsibility  that 
the  Government  and  the  public  will  appreciate.  Compensation  may  thus  flow 
tangibly  to  the  railroads  in  substantial  form,  even  if  indirectlv. 

While  many  of  these  questions  can  not  be  definitely  settled  here,  yet  the  range  and 
extent  of  the  responsibilities  and  obligations  can  be  fairly  measured.  The  weaker 
roads  are  quite  well  marked,  as  are  their  needs  and  their  present  and  future  traffic 
conditions  and  operations.  The  charter  or  contract  of  the  railroad  corporation  with 
the  Government  can  definitely  sift  such  responsibilities  and  obligations  and  define 
them.  Thev  are  in  no  sense  unlimited.  The  weaker  roads  should  be  charged  a 
higher  rate  than  the  rate  at  which  the  railroad  corporation  mav  secure  funds,  in  order 
to  obtain  a  banking  profit  if  possible  and  also  in  order  that  the  weaker  roads  find  it 
advisable  to  divorce  themselves  from  assistance  as  soon  as  they  can. 

There  will  be  innumerable  questions  at  the  end  of  the  Government  control  of  over- 
maintenance,  undermainte nance,  betterments  and  improvements,  diversion  of 
traffic,  loss  of  good  will,  cost  of  equipment  at  war  prices,  and  many  other  problems 
and  factors  of  a  similar  nature.  These  will  be  beyond  the  power  of  the  weaker  road 
to  adjust  with  the  Government  or  with  anyone  else  unless  some  strong  financial  power 
as  the  railroad  corporation  be  behind  them  to  finance  and  take  over  these  burdens. 

It  may  very  well  be  that  the  financing  of  some  of  these  roads  may  assume  such  a 
shape  that  consolidation  would  be  expedient.  This  could  be  effected  with  the 
consent  of  the  secretary  of  transportation  or  the  Interstate  Commerce  Commission,  as 
the  case  mav  warrant  in  accordance  herewith. 

Such  losses  as  may  be  incurred  would  be  borne  by  the  stronger  roads,  and  it  is  fair 
to  state  that  this  price  they  could  well  afford  to  pay  for  a  coordinate  system  of  trans- 
portation, the  benefits  of  which  would  in  the  main  flow  to  them.  Most  of  the  other 
plans  proposed  would  take  a  very  much  larger  share  of  power  and  profits  from  the 
railroads.  The  losses  incurred  by  the  railroad  corporation  from  these  undertakings 
would  have  been  borne  by  the  Government,  to  which  extent,  accordingly,  the  Gov- 
ernment has  profited.  The  rate  structure,  which  will  be  taken  up  subsequently, 
should  recognize  and  make  allowance  wherever  possible  for  the  losses  sustained  by 
the  railroad  corporation  through  this  plan.  Certain  excess  profits,  of  which  more  will 
be  said,  that  may  be  earned  through  a  rate  remunerative  to  the  weaker  road  can  be 
paid  by  the  stronger  road  into  the  railroad  corporation  for  and  as  a  reserve  fund.  Less 
excess  profits  will  naturally  be  demanded  from  such  prosperous  roads  in  view  of  the 
commitments  made  by  them  in  behalf  of  the  weaker  ones. 

POWERS   AND   DUTIES   OF   THE   RAILROAD   CORPORATION. 

The  executive  and  administrative  duties  of  the  Interstate  Commerce  Commission, 
excepting  certain  duties  in  connection  with  accounting  and  valuation,  will  be  turned 
over  to  the  railroad  corporation,  subject  to  the  supervision  of  the  secretary  of  trans- 
portation. It  is,  of  course,  understood  that  the  individual  plans,  operations,  and 
management  of  the  individual  railroads  will  be  left  undisturbed,  except  so  far  as  they 
may  affect  the  general  purposes  of  this  plan. 

The  Interstate  Commerce  Commission,  the  plan  of  the  railway  executives,  and  the 
Warfield  plan,  as  well  as  the  recommendations  of  mostly  all  who  have  the  future  wel- 
fare of  the  railroad  industry  at  heart,  are  fairly  well  agreed  on  the  innovations  that 
coordinate  private  control  of  railroads  should  embrace.  Among  such  are  control  of 
security  issues,  distribution  and  pooling  of  equipment,  unification  in  cases  of  serious 
national  emergency,  supervision  of  new  construction  and  of  terminals,  standardiza- 
tion of  equipment,  rerouting,  modifications  of  the  laws  so  that  consolidation  of  lines 
and  mergers  may  be  effected,  and  numerous  other  items.  The  railroad  corporation 
shall  effect  these  reforms  and  develop  them.  These  reforms  require  no  additional 
mention  here,  except  as  to  the  method  and  plan  by  which  they  shall  become  effective. 

It  is  intended  under  the  proposed  plan  that  the  railroad  corporation  shall  be  pri- 
marily charged  with  the  responsibility  in  inaugurating  these  reforms.  The  relin- 
quishment by  the  Government  of  its  control,  including  the  release  of  equipment  and 
the  inability  of  the  weaker  roads  to  take  up  the  burden  at  such  time,  together  with 
the  burden  of  these  reforms  necessitating  comprehensive  outlays,  are  all  bound  up- 
together;  the  railroad  corporation  is  thus  qualified  by  its  position  to  successfully  in- 
itiate these  practices,  develop  them,  and  continue  them  over  a  series  of  years. 

For  example,  a  weaker  road  may  require  a  terminal  not  yet  justified  byits  finances. 
A  stronger  road  may  have  a  terminal  in  the  same  city.  The  process  of  unifying  these 
terminc-.is  and  allocating  the  construction  charge  over  a  term  of  years  can  be  effective 
only  in  the  hands  of  a  body  that  is  in  close  touch  financially  and  administrativewise 
with  these  particular  roads  and  has  the  backing  of  all  the  other  roads  for  a  commitment 
which  time  and  traffic  will  justify.     In  another  case  the  construction  may  be  stil. 


1380      EXTEIs'SIOX   OF   tiOYERNMENT   CONTROL   OF   RAILROADS.' 

more  comprehensive.  This  could  not  only  be  done  in  one  city,  but  in  many  and  in 
larger  cities.  A  more  comprehensive  ])lan  might  be  involved  whereby  the  roads 
could  use  valuable  land  by  entering  Ijelow  the  street  level  and  using  the  surface  for 
valuable  city  buildings.  No  corporation  except  one  backed  by  all  the  railroads  of 
the  coinitry  could  carry  out  a  series  of  these  improvements.  The  question  of  separat- 
ing the  terminal  charge  from  the  line  haul,  attaching  it  to  the  cost  of  distribution,  is  a 
reform  that  would  also  require  the  close  cooperation  of  all  the  railroads  of  the  country. 
The  railroad  corporation  could  carry  forward  Mr.  -McAdoos  plan  of  comprehensive 
improvement  without  intermission  or  jar. 

The  importance  of  ha\dng  these  problems  handled  by  unilied  railroad  operating  and 
executive  agencies  may  be  evidenced  by  numerous  examjjles.  It  is  a  grave  question 
whether  standardization  of  efjuipment  is  practical  unless  rails,  roadbed  power,  and 
traffic  be  also  standardized  a  fairly  impossible  condition.  It  naturally  appears 
un'ft'ise  to  use  the  heavy  locomotives  of  the  Pennsylvania  on  the  Denver  A:  Rio  Grande. 
Another  example,  the  f[uestion  or  rerouting  in  favor  of  the  striaght  line  or  shortest 
haul  between  two  jjoints.  ("ircuitous  routes  are  often  usetl  for  overflow  traffic  where 
freight  need  not  be  dispatched  and  is  carried  at  a  lower  rate.  This  lower  rate,  however, 
supports  the  branch  line  or  circuitous  route,  without  which  income  the  branch  line 
or  circuitous  route  may  not  be  able  to  exist  and  thus  serve  the  teiTitory  which  needs 
it.  On  the  other  hand  the  construction  of  light  branch  lines  against  motor-truck  roads 
may  be  considered  where  the  former  are  likely  never  to  be  self-supporting  and  thus 
force  up  rates  on  the  main  system,  resulting  in  general  taxation  for  the  purpose  of 
building  up  land  values  in  communities.  These  are  all  comi)lex  and  relative  ques- 
tioiis  that  should  be  solved  by  a  unity  of  ])urpose  and  executive  control  of  all  the  rail- 
roads of  the  country  lor  these  purposes.  Tliis  the  railroad  corporation  proposes  to  do. 
The  plan  of  coojioration  between  inland  trans])ortation  by  water  with  the  railroads 
could  be  initiated  by  the  railroad  cor])oration  or  l)y  the  secretary  of  transportation, 
btit  the  former's  intimate  assistance  would  be  re<iuired  for  a  successful  shajnng  of  the 
plan.  The  railroad  corporation  could  at  all  times  effectually  complain  of  unwarranted 
and  impro\'ident  dividends  or  of  unproductive  im{)rovements  and  extensions.  It  is 
fair  to  assume  that  the  railroad  corporation  could  save  a  tremendous  amount  of  money 
annually  for  all  the  railroads  of  the  country.  These  savings  over  a  course  of  years 
would  more  than  offset  any  })ossible  loss  that  the  railroad  corporation  would  sustain 
through  losses  inciuTf^d  in  linancing  the  weaker  roads. 

The  sa^■ing  estimated  under  (TO\ernment  ownership  by  Mr.  McAdoo  was  not  onlv 
wiped  out,  but  left  the  (loAernment  v/ith  a  deficit  the  first  year  of  $200,000,000, 
inchiding  the  8(500,000.000  increase  in  earnings  due  to  the  advance  in  rates.  How 
(iovernraent  oj^oration  could  replace  the  accumulated  knowledge  and  experience 
gained  in  the  executives'  lifetime  it  is  difficult  to  foresee.  In  the  railroad  corpora- 
tion we  could  have  a  system  which  would  not  only  retain  the  highest  form  of  railroad 
experience,  btit  secure  unity  and  coojieration  from  and  vnth  all  the  railroads,  so 
that  in  the  course  of  time  appreciable  financial  economy  woidd  result,  in  addition 
to  other  obvious  advantages.  Reforms  of  far-reaching  character  may  be  instituted 
with  administrative  and  financial  cooperation.  At  the  end  of  Ciovernment  control 
there  would  thus  be  a  corporation  in  intimate  and  financial  touch  with  all  the  strong 
railroads  of  the  country,  who  are  ready  to  finance  the  weaker  roads,  and  so  with  whom 
a  definite  contract  could  be  entered  into.  Here  charges  of  all  and  every  kind,  making 
allowance  for  any  and  every  condition,  could  be  worked  out  between  the  Govern- 
ment and  the  railroad  corporation,  and  such  pa>inents,  if  necessar>',  be  spread  over 
a  period  of  years;  in  turn  the  railroad  corporation  could  spread  sums  due  from  rail- 
roads on  such  accounts  similarly  oa  er  a  term  of  years. 

Allowance  could  be  made  for  the  differenc^e  between  war  and  normal  cost  of  im- 
provements made  by  the  Government,  and  the  railroad  corporation  might  even  take 
upon  itself  the  burden  of  redistributing  some  of  the  eciuipment  which  the  Govern- 
ment may  have  iniwisely  charged  against  many  of  the  companies.  If  conditions  at 
the  end  of  (iovernment  control  (which  in  this  j)lan  is  not  presumed  to  exist  beyond 
the  original  period  i  are  still  abnormal,  the  Government  may  make  a  proper  allow- 
ance and  charge  the  difference  to  general  war  cost.  Justice  to  the  shipper,  tho  rail- 
roads, and  the  public  generally  may  recpiire  some  such  adjustment.  The  railroad 
corporation  cotdd  also  distribute  ec|iiitably  whatever  losses  through  diAcrsion  of 
trafiic  or  rerouting  Government  control  has  cost  the  railroads  of  the  country,  charging 
them  siwcifically  where  it  is  just,  taking  the  burden  upon  itself  where  the  loss  is 
general  for  all  the  railroads  a  loss  which  it  is  presumed  the  Govenmient  would  fairly 
adjust.  Abandoned  ships,  stations,  roundhouses.  elcAators,  and  warehouses  could 
be  adjusted  with  the  Government  on  a  similar  basis. 

The  railroad  ct)rporation  shall  have  the  right  to  initiate  rates  (^with  the  cooi)eration 
of  regional  representation  or  boards,  if  expedient),  and  such  rates,  as  shall  the  other 
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functions  outlined,  shall  become  binding  if  the  secretary  of  transportation  or  the 
Interstate  Commerce  Commission  consent  thereto. 

This  ^vill  bp  more  fully  explained  in  the  division  under  "Balance  of  power  and 
duties." 

The  various  means  l)y  which  all  such  reforms  and  betterments  could  be  carried 
out  would  be  for  the  railroad  corporation  to  secure  the  cons:  nt  of  the  secretary  of 
transportation,  which  would  give  such  plan  binding  force.  If  such  consent  can 
not  be  secured,  the  Interstate  Commerce  Commission  may  give  it,  on  hearing,  and 
order  that  the  work  may  proceed.  If  the  secretary  of  transportation  should  consider 
it  expedient  to  initiate  a  certain  reform,  and  should  he  be  unable  to  secure  the  con- 
sent of  the  railroad  corporation  in  likewise  fashion,  he  may,  upon  hearing  before 
the  Interstate  Commerce  (Commission,  obtain  similarly  an  order  that  the  work  should 
proceed.  The  question  of  a  right  of  appeal  in  this  case  would  depend  upon  the 
particular  point  involved.  It  is  possible  here  simply  to  give  a  general  idea  of  the 
plans  by  which  the  railroad  corporation  and  the  secretary  of  transportation  may 
together  cooperate  for  an  efficient  transportation  service  without  unnecessary  bureau- 
cracy, and  yet  with  a  sufficient  check  on  each  other's  powers  to  provide  for  a  logical 
and  effective  cours  >  of  procedure. 

SECRETARY    OF    TRAXSPORTATIOX. 

These  duties  may  fall  upon  a  board  of  which  the  secretary  of  transportation  is  the 
head  or  upon  a  cabinet  minister  who  shall  be  so  termed.  In  this  proposed  plan  we 
shall  assume  the  latter;  as  already  stated,  he  shall  have  no  powers  except  those 
specifically  given  to  him,  except  that  he  shall  have  general  sup'  rvision  over  all  the 
railroads  of  the  country  and  over  the  railroad  corporation;  if  need  be,  he  may  have 
representation  on  that  board  without  voting  power.  He  shall  be  charged  with  the 
duty  of  constructing  a  broad  and  efficient  policy  of  railroad  transportation,  and  shall 
cooperate  with  the  railroad  corporation  and  tlae  Interstate  Commerce  Commission 
for  such  purpose.  He  shall  give  his  cons'i'nt  wherever  deemed  expedient  to  such 
functions  of  the  railroad  corporation  that  are  exercised  in  the  reform  or  betterment 
program  of  the  railroad  industry  as  is  now  generally  understood.  He  shall  give  his 
consent  to  the  initiation  of  rates  by  the  railroad  corporation  or  changes  in  rate  struc- 
ture whenever  he  Iselieves  the  same  advantageous.  These  consents  shall  render 
such  plans  operative  unless  on  complaint  to  the  Interstate  Commerce  Commission, 
it  shall  decide  otherwise  The  secretary  of  transportation  shall  further  expedite 
the  gen^^ral  administration  of  railroad  affairs  so  that  unnecessary  delay  and  "red 
tape"  be  eliminated. 

No  vast  complicated  business  industry  can  prosp-r  unless  it  has  behind  it  or  over 
it  some  definite  shaping  of  policy,  lodged  in  an  efficient  and  responsible  authority. 
Unless  this  ))e  done  Government  regulation  will  always  remain  in  a  chaotic  state, 
disturbing  to  the  transportation  and  attendant  industries.  If  the  objection  be 
that  a  transportation  h'^'ad  will  be  more  or  less  influenced  l)y  politics,  it  may  be 
answered  that  politics  will  always  have  an  important  bearing  on  the  transportation 
industry,  as  it  will  always  have  on  any  huge,  national  industry:  that  is  a  condition 
incident  to  our  form  of  government.  If  such  authority  be  link.ed  up  with  other 
interests  and  powers  that  may  act  as  a  balance,  and  if  such  authority  (of  the  trans- 
portation or  cabinet  minister)  be  limited,  the  evil  effects  of  such  political  uncer- 
tainty will  be  definitely  minimized.  Further  discussion  of  his  duties  and  powers 
appears  below. 

BALANCE    OP  POWERS   AND   DUTIES. 

It  is  the  puri^ose  of  this  plan  that  the  three  bodies  mentioned — that  is,  the  Interstate 
Commerce  Commission,  the  railroad  corporation,  and  the  secretary  of  transportation — 
shall  together  constitute  forces  which  will  unify,  initiate,  and  coordinate  the  transpor- 
tation industry  into  an  efficient  system;  at  the  same  time  they  shall  act  as  elastic 
checks  without  destroying  initiative  so  that  permanence  will  be  secured  in  policy 
and  certainty  in  operation.  While  in  all  executive  and  administrative  problems, 
including  the  initiation  of  rates,  the  railroad  corporation  is  intended  to  take  foremost 
part,  the  secretary  of  transportation  may  also  come  forward  with  a  reform  or  better- 
ment program.  The  consent  of  either  to  the  other's  initiation  of  such  a  program 
commits  the  entire  system  to  its  performance;  except  that  the  Interstate  Commerce 
Cornmission  may,  on  complaint  from  any  proper  source,  and  in  the  nature  of  an  appeal, 
decide  against  the  contemplated  program. 

In  certain  limited  cases  an  appeal  to  the  appellate  court  may  be  taken.  If  either 
the  secretary  of  transportation  or  the  railroad  corporation  refuse  its  consent,  the 
Interstate  Commerce  Commission  may,  as  arbitrator,  decide  the  so-called  dispute 
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between  them,  and  its  decision  will  be  binding,  subject  to  the  review  of  the  higher 
court,  as  the  case  may  be.  Naturally,  the  Interstate  Commerce  Commission  is  not 
presumed  to  interfere  with  executive,  administrative,  or  supervisory  duties  unless 
called  upon  by  either  the  secretary  of  transportation  or  the  railroad  corporation,  or 
by  appeal  from  proper  interested  sources. 

The  executive  and  administrative  fxmctions  of  the  railroad  corporation  will  thus 
be  supervised  by  the  secretary  of  transportation  and  subject  to  check  by  the  Inter- 
state Commerce  "Commission.  While  the  supervision  of  the  secretary  of  transportation 
over  the  railroad  corporation  will  be  checked  on  complaint  by  the  Interstate  Commerce 
Commission,  initial  responsibility  for  the  efficient  and  coordinated  system  of  national 
transportation  shall  remain  in  the  railroad  corporation.  The  secretary  of  transporta- 
tion shall  recommend  to  Congress  such  legislation  as  may  be  essential  for  the  further 
completion  of  the  plan. 

The  Interstate  Commerce  Commission  is  to  serve  as  a  balance  between  these  two 
well-defined  series  of  functions — that  is,  between  the  secretary  of  transportation  and 
the  railroad  corporation — in  a  quasi  judicial  capacity,  so  that  the  efficiency,  integrity, 
and  unity  of  the  structure  may  be  preserved.  The  initiation  of  rates  should  come 
from  the  railroad  corporation,  but  such  questions  shall  be  treated  in  the  same  manner 
as  those  that  have  already  been  discussed;  rates  may  be  proposed  by  the  secretary  of 
transportation,  but  in  that  event,  unless  the  consent  of  tlie  railroad  corporation  be 
secured,  the  Interstate  Commerce  Commission  must  pass  upon  it.  The  question  of 
rates,  however,  will  affect  so  many  interests  that  may  bring  the  matter  up  for  review 
by  the  Interstate  Commerce  Commission,  that  it  is  fair  to  state  that  in  the  final  analysis 
the  rate-making  power  will  practically  be  in  the  hands  of  the  Interstate  Commerce 
Commission;  except  that,  in  line  with  the  disposition  of  the  other  questions,  a  consent 
by  the  secretary  of  transportation  and  the  railroad  corporation  on  a  rate,  as  well  as 
any  other  question,  brings  the  matter  on  appeal  before  the  Interstate  Commerce 
Commission,  and  thus,  in  a  certain  sense,  limits  its  power  in  every  except  a  judicial 
sense. 

The  right  of  appeal  will  always  lie  in  such  strictly  judicial  matters  to  the  appellate 
court,  whose  creation  it  is  believed  would  permit  it  to  hear  other  appeals  from  other 
commerce  and  trade  boards  throughout  the  country — an  appellate  commerce  court 
of  appeals — a  tribunal  sadly  needed  by  the  Nation.  It  would  l)e  difficult  to  see  how 
a  change  of  administration  would  be  likely  to  upset  the  operating  balance  under  this 
plan.  The  Interstate  Commerce  Commission's  term  would  in  no  sense  balance  with 
the  change  of  administration,  while  the  trustees  for  the  railroad  corporation  being 
elected  by  the  railroad  interests  themselves,  would,  of  course,  have  no  particular 
alliance  ^vith  the  administration  or  with  political  parties.  So  that  a  unified,  coopera- 
tive, and  elastic  plan  may  run  along  unchecked  with  at  least  two  of  these  three  bodies; 
with  a  further  check  or  control  in  the  hands  of  the  appellate  board,  which  would 
tend  to  eliminate  any  possible  uncertainty  that  changes  of  political  or  industrial 
orces  may  bring  about. 

THE    INTERSTATE    COMMERCE    COMMISSION    AND    THE    RATE    STRUCTURE. 

The  Constitution  of  the  United  States  expressly  places  legislative,  judicial,  and 
executive  power  in  three  different  departments.  Congress,  the  Supreme  Court,  and 
the  President  of  the  United  States.  In  the  Interstate  Commerce  Commission  we 
find  for  practical  purposes  all  these  three  functions  exercised  by  the  Interstate  Com- 
merce Commission.  Unless  they  are  separated  an  efficient  plan  for  the  railroad 
development  can  never  be  devised.  The  burden  of  executive  duties  and  details 
allows  no  opportunity  for  constructive  planning  that  so  \ast  an  industry  deserves, 
while  the  pressure  of  conscientious  and  judicial  duties  in  addition  can  only  result  in 
an  overworked  commission,  lacking  that  initiative  the  occasion  demands.  It  can 
not  even  be  expected  that  the  temperament  of  any  such  commission  can  hold  the 
scope  of  all  these  contending  duties  and  forces. 

In  the  proposed  plan  the  Interstate  Commerce  Commission's  duties  are  judicial 
and  quasi  judicial.  It  will  be  their  duty  to  interpret  and  see  to  it  that  the  powers 
and  func'tions  of  the  various  bodies  work  efficiently  and  cooperate  in  harmony.  They 
shall  naturally  cooperate  with  the  secretary  of  transportation  and  the  railroad  (cor- 
poration as  is  set  forth.  Second  to  no  element  of  the  plan  in  importance  is  an  ade- 
quate rate  which  the  commission  shall  interpret  according  to  the  definition  and  basis 
of  such  rate  as  laid  down  by  statute.  And  what  is  as  important,  ihey  shall  continue 
to  preserve  the  relative  structure  of  rates  which  they  have  built  for  tlie  past  10  years; 
for  on  the  relation  of  various  rates  in  various  parts  of  the  country  does  the  successful 
progress  of  commerce  depend. 
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The  plan  of  the  railway  executives  has  given  the  definition  for  an  adequate  rate, 
and  paragraph  8  of  their  plan  provides  that— 

"The  statute  itself  shall  provide  the  rule  of  rate  making  and  should  require  that 
rates  be  not  only  what  has  been  called  reasonable,  but  adequate  and  sufficient  to 
enable  the  carriers  to  provide  safe,  adequate,  and  sufficient  service,  to  protect  existing 
investment,  and  to  attract  the  new  capital  necessary  in  the  public  interest,  and  to 
that  end  the  statute  should,  among  other  things,  specifically  provide  that  the  level 
of  rates  must  properly  reflect  the  cost  of  wages  and  all  other  expenses  incident  to  the 
furnishing  of  transportation." 

Nothing  can  be  more  satisfactory  than  this  definition,  and  it  is  fair  to  say  that  had 
this  basis  or  definition  of  rate  making  existed  before  the  war  the  Interstate  Commerce 
Commission  would  have  interpreted  it  accordingly  and  have  given  the  railroads  a 
rate  that  might  have  provided  for  a  standard  of  transportation  described  in  the  para- 
graph quoted.  Those  who  are  still  pessimistic  about  rate  structures  need  only  con- 
trast the  definition  of  rates  existing  before  the  war  with  that  contemplated  in  the 
plan  of  the  railway  executives. 

To  this  rate  definition  should  be  added  the  following:  That  consideration  should 
be  given  in  rate  making  to  any  losses  incurred  by  the  railroad  corporation  in  their 
financing  of  the  weaker  roads  or  for  any  loss  that  may  be  incurred  in  their  general 
betterment  program  for  the  railroads  of  the  country.  As  such  a  program  is  super- 
vised by  the  secretary  of  transportation  and  in  a  measure  by  the  Interstate  Commerce 
Commission,  the  Government  and  the  public  would  be  properly  protected.  Further- 
more, to  cover  the  objections  raised  in  the  past  by  the  Interstate  Commerce  Com- 
mission to  fixing  a  rate  which  "will  give  unreasonable  profits  to  the  prosperous  roads, 
a  certain  percentage  of  such  earnings  created  by  such  increased  rate  may  be  paid 
into  the  railroad  corporation  for  a  reserve  fund.  This  proportion,  however,  should 
not  result  in  a  penalty  for  efficient  management.  Further,  the  inducement  to  lay  a 
heavy  hand  on  the  revenues  of  prosperous  roads  \vill  be  wanting  under  this  plan, 
such  roads  having  already  committed  themselves  to  the  financing  of  the  weaker  roads 
and  to  a  unified  effort  for  efficient  transportation  service  for  the  whole  country. 

The  objection  of  the  Interstate  Commerce  Commission  that  increased  revenue  by 
reason  of  rate  increases  shall  not  be  used  by  the  prosperous  roads  as  capitalization  upon 
which  further  increases  should  be  asked  can  be  adequately  met  under  this  plan.  The 
errors  of  the  past  in  failing  to  provide  an  adequate  rate  for  the  railroads  is  now  too 
well  understood  to  require  further  discussion  here,  as  well  as  are  the  elements  entering 
into  the  defined  rate.  Mr.  McAdoo  speaks  of  the  margin  of  surplus  for  credit  and  to 
cover  unproductive  improvements  that  railroads  must  secure  by  an  adequate  rate, 
but  beUeves  that  Government  control  alone  will  effect  it.  The  Interstate  Commerce 
Commission  in  their  report  in  describing  how  adequate  service  can  not  be  provided 
except  by  adequate  revenues  based  on  proper  charges,  advises  private  control  rather 
than  goA^ernmental,  so  that  the  problem  involved  is  rather  the  application  of  the 
principle  than  its  formulation. 

The  fear  that  rate  making,  no  matter  how  generously  defined,  will  result  in  financial 
oppression  has  led  to  the  advocation  of  Government  guarantees  in  some  form  or  other. 
This  fear  is  based  upon  changes  in  political  power  first,  and,  secondly,  upon  the 
conclusion  that  no  matter  what  system  or  definition  of  rate  making  be  devised  it  will 
mean  eventually  a  recurrence  of  our  transportation  cUfficulties. 

As  to  the  first,  any  form  of  Government  guarantee  (such  as,  for  example,  in  the 
Warfield  plan)  will  only  enphasize  governmental  interference  as  pointed  out  before. 
Any  form  of  governmental  guarantee  gives  Congress  a  species  of  proprietary  right 
which  will  prevent  definite  stabilization  of  power  in  a  secretary  of  transportation  or 
in  any  other  body;  besides,  a  fixed  governmental  rate  of  any  kind  provokes  agitation 
for  a  change  of  the  rate.  Such  rates  or  guarantees,  further,  being  rigid,  may  really 
appear  inexpedient  as  the  country  develops  and  commerce  expands. 

As  to  the  second,  the  fear  that  rates  will  he  interpreted  against  railroad  interests,  no 
matter  what  the  plan  may  be,  is  unfounded.  From  the  time,  in  1887  and  1890,  when 
the  acts  to  regulate  commerce,  and  the  Sherman  antitrust  law  went  into  effect,  respec- 
tively, until  1910,  when  the  Mann-Elkins  law  was  passed,  giving  additional  powers 
to  the  Interstate  Commerce  Commission,  Congress  has  been  crazy  quilting  railroad 
legislation  and  regulation.  Rebating,  rates,  accounting,  safety  appliances,  power 
brakes,  automatic  couplers,  labor  arbitration,  limiting  the  hours  of  service,  and  even 
ash  cans  received  the  disconnected  labors  of  Congress. 

Over  this  period  similarly  some  40  to  48  States  vied  with  each  other  and  Congress  to 
bury  the  railroads  under  operative  and  administrative  observances.  Despite  the 
conscientiousness  of  this  political  paternalism,  important  constructive  features  have 
been  entirely  disregarded  as  follows;  the  conflict  of  State  and  Federal  laws  in  the  most 
technical  and  unimportant  details  as  well  as  the  most  important;   the  lack  of  power 
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in  the  Interstate  Commerce  Commission  to  reconcile  and  coordinate  these  differences: 
the  inability  of  the  Interstate  Commerce  Commission  to  fix  an  absolute  or  minimum 
rate;  the  need  of  a  definite  basis  for  rate  structure,  and  countless  others.  Important 
here  now,  are  only  the  causes  of  the  Interstate  Commerce  Commission's  inability  to 
give  an  efficient  and  adequate  rate  in  the  past,  and  the  ability  to  do  so  in  the  future. 

The  statute  gave  the  Interstate  Commerce  Commission  the  right  to  fix  reasonable 
rates,  but  the  burden  of  establishing  it  was  on  the  particular  railroad  of  whose  rate 
complaint  was  made.  A  reasonable  rate — where  success  or  failure  of  an  entire  indus- 
try was  often  involved,  where  the  problem  of  the  prosperous  road  intruded,  where 
the  fixing  of  one  rate  involved  at  times  the  important  relation  of  the  entire  rate  struc- 
ture, and  by  no  means  last,  where  the  Interstate  Commerce  Commission  was  powerless 
to  fix  an  absolute  rate  without  which  a  reasonable  rate  could  hardly  be  fixed — was 
just  as  difficult  a  proposition  as  the  Interstate  Commerce  Commission  found  it  to  be. 
We  have  tried  to  indicate  here  briefly,  why  the  failure  of  the  Interstate  Commerce 
Commission  on  the. rate  question  under  past  conditions  is  an  argument  for  a  success 
under  future  conditions  if  these  defects  be  remedied. 

State  interference  in  rate  making  and  operation  can  be  remedied  by  power  given  to 
the  Interstate  Commerce  Commission  to  fix  maximum  and  minimum  rates  and  by 
sensible  cooperation  among  the  various  bodies  proposed  under  the  plan,  assisted  by 
such  regional  commissions  or  representations  as  may  prove  practical.  If  such  a 
method  be  ineffectual,  Federal  incorporation  of  the  railroads  must  follow.  While 
Federal  incorporation  under  which  State  rights  of  railroad  operation  are  forfeited 
may  be  unconstitutional,  it  does  not  follow  that  Federal  incorporation  under  which 
the  supremacy  of  interstate  commerce,  against  intrastate  commerce,  will  be  estab- 
lished is;  for  such  supremacy  has  been  fixed  by  decisions  of  the  Supreme  Court  of  the 
United  States. 

Therefore  with  State  interference  eliminated,  with  the  duties  of  the  Interstate 
Commerce  Commission  confined  to  judicial  matters,  with  the  powers  now  absent 
delegated  to  them,  with  an  adequate  rate  fairly  defined  by  statute,  and  with  the  active 
cooperation  of  the  secretary  of  transportation  and  the  railroad  corporation,  no  reasons 
exist  why  the  Interstate  Commerce  Commis,sion  should  not  function  successfully  for  a 
coordinated  and  credit-secured  system  of  transportation. 


Ulider  the  proposed  plan  any  method  of  creating  a  separate  fund  for  labor  it  is 
believed  would  be  fruitful  of  labor  agitation,  for  the  reasons  that  have  been  pointed  out 
in  the  criticisms  of  the  Warfield  plan. 

The  three  bodies  enumerated  in  the  plan  ought  to  be  able  to  secure  the  cooperation 
of  labor;  any  one  of  them  vdU  be  open  to  labor  for  the  considerati<m  of  grievances  or 
redress.  Questions  arising  therefrom  will  he  deicded  in  the  same  manner  as  will 
those  of  which  mention  has  been  made;  the  railroad  corporation  will  have  labor 
represented  on  its  board,  so  it  may  as  one  of  the  bodies  initiate  such  hearings  before 
the  secretary  of  transportation  or  the  Interstate  Commerce  Commission  as  the  case 
may  be. 

The  rate  structure  specifically  calls  for  a  consideration  of  labor's  demands,  and 
there  is  no  reason  why  mutually  satisfactory'  adjustments  should  not  be  possible.  If 
special  or  compulsory  boards  of  arbitration  are  deemed  necessary  they  can  be  created. 

Much  has  been  .said  about  the  CJovernment  scrambling  up  the  roads  so  that  they 
never  can  be  unscrambled  for  piivate  ownership.  It  might  be  well,  if,  under  modi- 
fied private  ownership,  the  roads  were  so  scrambled  into  an  efficient  and  cooperative 
system  of  transportation  that  neither  the  shipper  nor  the  public  would  ever  want  them 
unscrambled  in  any  form  with  which  the  Government  or  Congress  could  assume  any 
direct  interference  or  control. 

It  must  he  observed  that  the  transgressions  of  the  past  in  the  railroad  world  have 
been  \isited  upon  the  present  generation,  so  to  speak,  in  the  shape  of  adverse  legis- 
lation and  restrictive  regulation;  this  has  taken  a  certain  essential  equity  out  of 
railroad  properties,  which  somebody  must  replace,  by  payment  in  some  form  or  shape 
The  shipper  does  not  want  to  pay  it,  the  public  do  not  want  to  pay  it,  and  the  Gov 
ernment  will  refuse  to  pay  it,  so  any  plan  devised  must,  in  some  form  or  other,  carry 
\vith  it  a  responsibility  on  the  railroad  interests  to  at  least  adjust  this  burden,  among 
those  capable  of  bearing  it;  then  by  efficient  and  superior  management  secure  a 
permanent  control  over  their  equities  which  they  may  together  rebuild  and  thus 
recoup.  The  railroads  by  solving  the  Government  problems,  gi\'ing  labor  a  fair 
return,  and  giving  the  shipper  and  public  increased  and  efficient  transportation 
facilities,  can  secure  the  friendship  of  the  shipper,  the  public,  and  even  of  the  (Jov- 
emment,  and  in  that  more  or  less  lies  the  solution  of  the  railroad  problem.     No  law 
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and  no  plan  will  be  effective  for  10,  20,  or  30  years  if  the  people  who  have  the  power 
to  upset  it  do  not  receive  something  which  makes  them  stanch  advocates  of  the 
system  in  operation.  It  is  believed  that  this  plan  will  afford  the  railroads  of  this 
country  such  an  opportunity. 

The  Chairman.  We  will  now  hear  Mr.  Condon,  of  the  American 
Federation  of  Railroad  Workers. 

STATEMENT  OF  MR.  THOMAS  H.  CONDON. 

The  Chairman.  Just  give  your  name,  address,  and  the  interests 
for  which  you  appear  to  the  stenographer. 

Mr.  Condon.  My  name  is  Thomas  H.  Condon,  vice  president  of  the 
American  Federation  of  Railroad  Workers,  15  Boardman  Street, 
Salem,  Mass. 

Senator  Poindexter.  What  class  of  railroad  employees  does  your 
association  include  ? 

^Ir.  Condon.  Mechanics,  shopmen  generally,  some  men  in  the 
bridge  and  building  departments. 

The  Chairman.  Does  your  organization  come  under  the  general 
organization  of  the  American  Federation  of  Labor? 

Mr.  Condon.  No,  Senator,  we  are  an  independent  organization. 
In  appearing  before  your  committee  I  desire  to  say  that  I  am  appearing 
for  and  expressing  the  sentiments  of  more  than  20,000  railroad  workers 
who  are  in  favor  of  a  continuation  of  Government  control  or  Gov- 
ernment ownership  of  the  railroads.  Before  the  railroads  were 
taken  over  by  the  Government  and  placed  under  Federal  control  the 
wage  received  by  a  large  majority  of  the  employees  was  not  sufficient 
to  meet  ordinary  living  expenses — in  other  words,  they  were  not 
receiving  a  living  wage. 

It  has  been  a  hard,  up-hill  struggle  for  nearly  all  railroad  employees 
for  the  past  15  years  or  more  to  get  railroad  managers  to  realize  the 
necessity  of  granting  higher  wages  and  better  workhig  conditions 
to  their  employees.  This,  however,  had  been  accomplished  in  some 
degree  prior  to  the  railroads  being  taken  over  by  the  Government, 
but  I  am  sorry  to  state  that  at  no  time  on  any  of  the  privately- 
managed  railroads  during  the  past  15  years  was  it  possible  to 
receive  from  them  a  wage  increase  that  would  measure  up  to  or 
keep  pace  with  the  increasing  cost  of  the  necessities  of  life  during 
that  time  nor  to  induce  the  railroads  to  concede  to  their  employees 
a  just  and  equitable  wage. 

In  some  instances  some  of  the  railroads  refused  to  grant  any 
betterments  to  the  employees.  This  in  many  cases  had  the  result 
of  bringing  about  either  a  strike  or  a  lockout,  which  would  last  for 
a  few  weeks  or  a  number  of  months  before  the  contending  parties 
would  arrive  at  a  settlement  of  their  difficulties. 

This  procedure  caused  the  employer  and  employee  to  suffer  a 
loss,  regardless  of  the  final  settlement  reached  by  them,  and  so  this 
state  of  affairs  continued  to  some  degree  up  until  December,  1917, 
when  the  railroads  were  taken  over  by  the  Government  on  account 
of  the  war  and  the  inability  of  the  railroads  to  meet  the  requirements 
of  the  Government  in  its  prosecution  of  the  war. 

The  just  and  fair  treatment  and  the  increase  in  wages  and  other 
betterments  conceded  to  the  railroad  employees  by  the  United 
States  Railroad  Administration  during  the  period  that  the  railroads 
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have  been  under  Federal  control,  while  not  all  that  some  of  the 
employees  desired,  were  nevertheless  an  efifort  on  the  part  of  the 
United  States  Railroad  Administration  to  deal  more  justly  and 
more  equitably  with  the  employees  engaged  on  the  roads  under 
Federal  control  than  the  private  managers  had  dealt  with  the  em- 
ployees during  the  past  15  years. 

The  result  of  the  fair  and  humane  manner  in  which  the  United 
States  Railroad  Administration  has  treated  the  employees  on  the 
Federal-controlled  roads,  in  granting  to  them  a  wage  increase  suffi- 
cient to  enable  them  to  meet  existing  living  conditions,  of  estab- 
lishing an  eight-hour  day  for  many  of  the  employees  and  a  basic 
eight-hour  day  for  many  others,  creating  rules  where  needed  for  the 
just  treatment  of  employees,  and  permitting  the  emplo^^ees  to 
organize  on  railroads  where  it  was  considered  a  crime  to  do  so,  and 
where  men  were  discharged  for  so  doing,  prior  to  the  railroads  coming 
under  Federal  control,  are  some  of  the  reasons  why  the  employees 
are  opposed  to  the  railroads  being  turned  back  by  t.  e  Government 
to  their  private  managers. 

The  employees  fully  realize  from  their  past  experience  with  pri- 
vately managed  roads  that  they  have  never  received  the  considera- 
tion in  wage  or  conditions  that  they  were  entitled  to.  They  realize 
also  that  in  turning  back  the  roads  to  their  ])rivate  manaojers  the 
probabilities  are  that  it  will  only  be  a  question  of  time  wlien  the 
officials  of  the  privately  managed  roads  will  endeavor  to  take  from 
them  much,  if  not  all,  of  the  concessions  granted  to  the  employees 
by  the  United  States  Railroad  Administration. 

That,  in  our  opinion,  would  be  a  very  serious  thing  to  happen, 
and  would  no  doubt  be  likely  to  cause  serious  friction  and  perhaps 
great  trouble  between  the  managements  of  privately  managed  roads 
and  their  employees,  which,  of  coui"se,  would  not  be  conducive  to  the 
best  interests  of  either  party  and  would  cause  serious  drawbacks  and- 
inconveniences  to  the  general  ])ublic  as  well.  That  is  another  and 
important  reason  why  the  employees  feel  that  the  railroads  should 
not  be  returned  to  their  private  managers,  but  that,  on  the  contrary, 
the  Government  should  continue  in  control  of  the  railroads  and  de- 
vise ways  and  means  to  perfect  Federal  control  to  the  end  that  the 
interest  of  the  public  and  those  who  operate  the  railroads  will  be 
better  served  than  it  has  been  possible  to  serve  them  under  private 
management  of  the  railroads. 

There  are  about  2,000,000  railroad  employees  who  are  vitally  in- 
terested and  concerned  in  the  disposition  that  Congress  will  make  in 
their  final  settlement  of  the  railroad  question.  Assuming  that  the 
average  railroad  employee's  family  consists  of  four  persons,  it  can  be 
readily  understood  that  eight  or  ten  millions  of  people  (about  one- 
tenth  of  the  population  of  the  United  States)  are  dependent  in  a 
great  measure  upon  the  railroads  for  a  livelihood.  Their  experience 
with  and  the  treatment  they  have  received  from  the  Unitea  States 
Railroad  Administration  has  been  such  that  it  is  safe  to  state  that 
at  least  90  per  cent  of  the  railroad  employees  decidedly  prefer  to 
continue  in  tiie  employ  of  the  United  States  Railroad  Administration 
than  to  resume  work  again  under  the  private  management  of  the 
railroads. 

These  employees  know  and  feel  that  their  chances  for  receiving 
better  treatment  and  a  living  wage  are  decidedly  better  under  Fed- 
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eral  control  of  railroads  than  they  would  be  under  private  man- 
agement of  the  roads,  and  trust  that  Congress  will  enact  a  law  for 
the  continuation  of  Government  control  or  Government  ownership  of 
the  railroads. 

The  employees  are  favorable  to  the  five-year  plan  submitted  by 
Mr.  McAdoo,  as  we  believe  that  if  such  a  plan  were  placed  in  opera- 
tion covering  a  period  of  five  years  of  Federal  control  it  would  enable 
the  Government  to  give  Federal  control  of  the  railroads  a  fair  test, 
which  the  United  States  Railroad  Administration  was  unable  to  do 
during  a  war  year. 

By  extending  the  period  of  Federal  control  from  21  months  to  five 
years,  as  recommended  by  Mr.  McAdoo,  and  enabling  the  United 
States  Railroad  Administration  to  make  the  improvements  that  Mr. 
McAdoo  has  recommended  and  considered  necessary  to  make  the 
railroads  more  efficient,  we  believe  would  be  a  wise  course  to  pursue 
and  that  as  a  result  of  such  action  Congress  would  be  in  a  better 
position  to  judge  as  to  what  further  disposition,  if  any,  to  make  in 
caring  for  the  railroad  situation  after  a  test  of  this  kind  had  been  made 
during  a  few  years  of  peace. 

That  is  all  I  have  to  say. 

The  Chairman.  Very  well,  sir.     We  will  next  hear  Mr.  Hunt. 

STATEMENT  OF  MR.  CHARLES  F.  HUNT. 

Mr.  Hunt.  My  name  is  Charles  F.  Hunt,  a  private  citizen,  formerly 
of  vSouth  Bend,  Ind.,  now  residing  at  1752  Church  Street,  Washing- 
ton, D.  C.  I  offer  for  consideration  of  the  Interstate  Commerce 
Committee  of  the  United  States  Senate,  a  14-point  plan  for  the 
ownership,  operation,  and  control  of  the  railroads  of  the  United 
States  of  America  as  outlined  herein : 

First.  To  turn  over  these  roads  for  operation  under  strict  Go\'ern- 
ment  control  to  the  several  railroad  companies  now  holding  certain 
invested  rights  in  same  at  the  earliest  practicable  date,  not  exceeding 
12  months  from  the  passage  of  this  act. 

Second.  To  ascertain  the  fair  reasonable  cash  value  of  each  of  these 
roads  as  soon  as  possible,  not  exceeding  48  months  from  the  passage 
of  this  act;  (a)  by  finding  as  nearly  as  possible  their  original  cost;  (h) 
by  deducting  from  such  original  cost  a  reasonable  fair  amount  for 
depreciation ;  (c)  by  taking  the  average  market  stock  values  of  such 
roads  as  of  Januar}^  1,  1914,  1916,  and  1918;  (d)  by  estimating  present 
cost  of  replacing  such  roads  by  dividmg  the  cost  of  materials,  equip- 
ment, and  labor  as  of  January  1,  1914,  and  January  1,  1919,  and 
establishing  the  average  of  these  four  estimates  as  the  present  cash 
values  of  such  railroad  property. 

Third.  Increase  membership  of  the  present  Interstate  Commerce 
Commission  to  15  and  enlarge  the  authority  of  such  commission; 
more  clearly  define  its  powers  and  duties;  divide  the  48  States  of  the 
Union  into  six  districts  or  zones,  and  to  each  of  such  districts  let  one 
commissioner  be  assigned.  Congress  clearly  definmg  his  powers  and 
duties. 

Fourth.  Let  nine  members  of  such  commission  constitute  a  court 
of  appeals,  and  make  the  findmg  or  verdict  of  six  fuial  and  binding. 
Divide  such  nme  members  into  three  distinct  and  separate  courts, 
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clearly  defining  the  rights,  powers,  and  duties  of  each.  Give  such 
commission  final  and  supreme  authority  over  rates  and  all  other 
important  subjects  as  Congress  may  determine. 

Fifth.  Allow  these  several  roads  to  elect  their  own  oflScers  and  fix 
salaries  of  same,  subject  to  confirmation  and  approval  of  said  com- 
mission. 

Sixth.  Authorize  and  require  each  road  to  issue  new  stock  based 
on  and  equal  to  its  new  appraised  value,  and  deposit  all  such  stock 
with  the  Treasurer  of  the  United  States. 

Seventh.  Make  it  the  duty  of  the  Government  to  guarantee  an 
annual  net  dividend  of  4  per  cent  on  every  dollar  of  such  new  and 
approved  stock. 

Eighth.  Let  the  Government  create  a  contingent  guarantee  rail- 
road fund  and  require  each  and  every  road  making  annually  over  4 
per  cent  net  earnings,  to  pay  into  such  fund  all  net  earnings  over  said 
4  per  cent. 

Ninth.  Provide  for  the  distribution  of  all  such  excess  earnings 
over  4  per  cent  up  to  10  per  cent  as  follows: 

(a)  Return  to  the  holders  of  stock  in  roads  contributing  to  such 
fund  20  per  cent  of  the  amount  such  road  has  thus  contributed. 

(b)  Let  40  per  cent  go  to  the  credit  of  such  roads  as  have  not  been 
able  to  pay  as  much  as  4  per  cent  so  guaranteed. 

(c)  Let  the  remauihig  40  per  cent  go  to  an  insurance  and  pension 
fund  to  be  created  by  Congress,  for  the  protection  and  benefit  of  all 
employees  of  all  railroads  as  Congress  may  direct. 

Tenth.  To  provide  capital  for  the  construction  of  new  roads  and 
extensions,  maknig  important  improvements  and  betterments,  or 
the  purchase  of  needed  e.quipm<>nt ;  require  the  approval  and  authority 
of  the  Govenmient;  and  when  so  approved  anci  authorized,  require 
thci  Goveniment  to  guarantee  the  interest  anil  payment  on  any  and 
all  such  expenditures. 

Eleventh.  Under  the  plan  proposed  the  stock  of  some  roads  will 
haV(^  a  future  value  above  par;  therefore,  let  the  Government  sell  all 
stock  to  best  advantage  not  earli(>r  than  six  months  or  later  than 
nine  months  after  date  all  stock  has  been  so  depositetl. 

Twelfth.  Kepeal  and  modify  existing  laws  so  as  to  permit  and  re- 
quire combhiing  of  roads,  joint  use  of  tracks,  terminals,  power,  and 
rolling  stock,  when  such  action  can  be  taken  hi  the  hiterest  of  effici- 
ency, economy,  or  the  general  public.  Also  allow  and  require  tnie 
set  of  directors  or  officers  to  dictate  the  policy  and  direcl  the  aft'airs 
of  two  or  more  roads  where  other  consolidations  or  means  of  coopera- 
tion may  not  seem  advisable. 

Thirteenth.  Since  considerable  time  will  elapse  between  the  turn- 
mg  over  of  these  roads  and  final  payment  for  same,  under  provisions 
of  this  act,  let  approximate  values  be  found  by  taking  the  average 
market  price  of  the  stock  of  each  road  on  January  1,  1914,  1916,  and 
1918,  the  Government  paying  annually  4  per  cent  on  two-thirds  of 
such  approximate  values  with  interest  and  full  balance  when  final 
values  are  fixed. 

Fourteenth.  Let  the  Treasuier  of  the  United  States  arrange  for  the 
disposition  and  sale  of  all  such  guaranteed  stock  at  such  time  and 
in  such  manner  as  Congress  may  })rescribe. 

You  gentlemen  are  now  worn  threadbare  and  not  in  a  frame  of 
mind 
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The  Chairman  (interposing).  Your  time  is  just  up. 

^Ii".  Hunt.  May  I  liave«two  minutes  more? 

Senator  Robinson.  Let  us  give  him  two  minutes. 

The  Chairman.  Very  well. 

Mr.  Hunt.  I  want  to  say  that  this  plan  has  been  opposed  b}^  men 
who  represent  the  interests  of  laboi",  claiming  that  no  part  of  the  ex- 
cess net  earnings  should  go  to  the  stockholders,  because  stockholders 
do  not  do  anything  to  merit  any  such  division.  I  deny  that  argu- 
ment because  it  has  also  been  pointed  out  that  trust  companies,  in- 
surance companies,  and  banks  would  gobble  up  and  probably  own 
and  control  the  larger  amount  of  this  stock;  and  I  maintain  that  if 
you  make  a  hundred- dollar  share  of  railroad  stock  equal  to  or  better 
than  a  Government  bond  there  will  be  a  very  ready  sale  for  it  and  a 
very  good  demand  for  it.  But  I  have  a  right,  and  you  have  a  right, 
under  this  plan,  to  bid  upon  the  stock  of  the  Pennsylvania  Railroad 
Co.  and  to  pay  120  for  it  when  it  is  offered  for  sale,  so  it  is  fair  to 
everybody.  If  it  is  true  that  these  larger  corporations  will  buy  up 
this  stock,  it  is  also  true  that  we  will  get  the  brains  and  the  energy 
and  the  directing  ability  of  the  men  who  own  it  to  assist  us  under 
Government  control  in  handling  these  properties,  and  I  tliink  that 
is  essential  to  their  success.  It  has  been  claimetl  by  men  who  have 
sat  here  before  you,  and  I  had  an  hour  and  a  half  of  conversation 
with  a  gentleman  at  the  hotel,  by  his  invitation.  He  liked  my  plan, 
but  he  said  he  opposed  the  very  thing  that  I  hoped  and  expected  him 
to  approve,  and  that  is  the  Government  guarantee,  and  I  said, 
''Why?"  He  said,  "You  can  not  separate  Government  guarantee 
from  Government  ownership  and  for  that  reason  I  can  not  go  along 
with  you." 

It  is  ;Mr.  Warfield  who  very  earnestly  debates  that  question  with 
me.  I  said  to  ^-Ii'.  Warfield  that  in  discussing  this  cjuestion  he  w^as 
not  justified  in  saying  that  it  is  Government  ownership.  I  say  that 
it  is  not.  It  is  private  ownership  and  not  Government  ownership 
so  long  as  the  money  comes  from  private  hands.  And  I  said  to  a 
gentleman  who  joined  in  that  discussion  with  him,  "The  reason  you 
oppose  Government  guarantee,  in  the  back  part  of  your  head,  whether 
you  are  sufficiently  honest  to  acknowledge  it  or  not,  is  that  you  hope 
to  make  a  greater  percentage  out  of  the  stocks,  because  the  Govern- 
ment will  permit  you  to  hold  them  without  any  regulation  or  guar- 
antee." In  going  over  this  plan  with  a  gentleman  in  the  House,  who 
is  on  the  same  committee  in  the  House  that  you  are  here — Mr, 
Sims — he  objected  to  my  plan  for  the  reason  that  he  says  I  am 
penalizing  a  prosperous  road,  a  well-managed  road,  when  t  require 
it  to  contribute  to  help  out  the  lame  duck,  which  I  deny. 

Now,  I  think,  in  the  brief  time  I  have  had,  that  covers  it  all,  or 
nearly  so.     There  is  too  much  of  it  for  me  to  go  into  detail. 

The  Chairman.  Very  well,  sir.  I  have  a  suggestion  from  the 
Secretary  of  the  Interior  that  the  report  of  the  Railroad  Wage  Com- 
mission to  the  Director  General  of  Railroads,  dated  April  30,  1918,  be 
incorporated  in  this  record.  That  is  merely  a  suggestion.  It  is  a 
very  illuminating  report.  What  is  the  wiU  of  the  committee  in 
reference  to  that  ? 

Mr.  Hunt.  I  want  to  add  just  one  word,  and  that  is  this:  If  the 
railroads  of  this  country  are  really  worth  ten  billion  or  fifteen  billion 
dollars,  and  if  we  can  get,  without  hesitation  or  delay,  that  ten  or 
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fifteen  billion  dollars  at  4  per  cent,  rather  than  6  per  cent,  we  will 
save  this  country  $300,000,000  annually,  and  if  that  amount  were 
saved  in  the  interest  account,  under  my  plan,  scattered  over  fifty  or  a 
hundred  years,  it  would  amount  to  a  considerable  sum. 

Senator  Kobinson.  I  would  like  to  have  a  copy  of  that  report  of 
the  Railroad  Wage  Commission.     I  presume  it  is  available. 

The  Chairman.  What  is  the  will  of  the  committee  with  respect 
to  incorporating  it  in  the  record  of  these  hearings  ? 

Senator  Robinson.  I  move  that  it  be  printed  in  the  record. 

(The  motion  was  adopted,  and  the  said  report  is  printed  in  full 
at  the  end  of  this  day's  record.) 

Senator  Underwood.  In  compliance  with  the  order  of  the  com- 
mittee, heretofore  made,  I  desire  to  present,  for  insertion  in  the 
record,  a  paper  on  ''The  Importance  of  Competition  between  Rail- 
ways," compiled  by  Mr.  Edward  Dudley  Kenna,  of  New  York  City, 
Mr.  Kenna  is  a  retired  lawyer  who  was  for  25  years  a  railway  official, 
and  has  been  for  many  years  a  student  of  railway  problems. 

In  1905,  Mr.  Kenna,  being  at  the  time  the  first  vice  president  of  the 
Atchison,  Topeka  &  Santa  Fe  Railway  Co.,  resigned,  went  abroad 
to  live;  and,  while  residing  in  England,  WTote  "Railway  Misrule." 
In  1880  he  was  appointed  assistant  attorney  of  the  St.  Louis  &  San 
Francisco  Railway  Co.;  in  1889  he  was  appointed  general  counsel  of 
the  St.  Louis  &  San  Francisco  Railway  Co.;  in  1895  he  was  appointed 
general  solicitor  for  the  receivers  of  the  St.  Louis  &  San  Francisco 
and  the  Atchison,  Topeka  &  Santa  Fe  Railway  systems  by  the  United 
States  Circuit  Court;  in  1896  he  was  elected  general  solicitor  for  the 
Atchison,  Topeka  &  Santa  Fe  Railway  Co.;  and  in  1898  he  was 
elected  first  vice  president  of  the  Atchison,  Topeka  &  Santa  Fe 
Railway  Co. 

I  make  this  statement  in  order  that  those  who  are  not  personally 
acquainted  with  Mr.  Kenna  may  know  that  he  speaks  with  experi- 
ence in  reference  to  the  questions  now  pending  before  our  committee. 

Mr.  Kenna's  paper  reads  as  follows: 

THE   IMPORTANCE   OF  COMPETITION   BETWEEN   RAILWAYS. 

The  highways  of  nations  are  the  measure  of  their  civilization.  Without  roads  there 
can  be  no  society,  government,  commerce,  or  intelligence.  In  exact  proportion  to 
the  abundance  and  excellence  of  highways  (and  in  exact  proportion  to  the  cost  of 
transportation  on  those  highways),  are  the  exchanges  of  services  between  men,  the 
communication  of  thought,  the  augmentation  of  wealth,  the  growth  of  comfort,  the 
development  and  consolidation  of  the  ci\'ilized  States.  (United  States  Government 
Report  on  Pacific  Railways,  1869.) 

THE    COLLAPSE    OF    1917. 

If  one  will  trace  the  course  of  a  public  policy  that  has  failed,  he  can  usually  find 
the  forks  at  which  the  wrong  turn  was  taken;  therefore,  when  a  public  policy  becomes 
ineffective,  change  should  be  preceded  by  a  search  for  the  causes  of  failure.  To 
comprehend  the  conditions  which  required  the  Government  to  conmiandeer  the 
railways  in  December,  1917,  it  is  necessary  to  go  back  to  the  beginning  of  our  railways. 

In  that  beginning,  when  the  railed  way  was  an  experiment,  our  governments.  State 
and  Federal,  were  eager  and  willing  that  private  capital  sliould  incur  all  the  hazards 
of  its  development;  and,  when  its  utility  was  demonstrated,  these  governments, 
being  poor,  induced  investors  to  build  the  railways  conformablv  to  a  public  policy 
under  which  such  investors,  incorporated,  were  not  only  to  build  and  to  own,  but 
also  to  operate  the  railways.  Inconsistently,  these  privately  owned  and  operated 
railways  were  declared  to  be  highways.  This  incongruous  arrangement  sjirang  from 
the  assumption  that  the  rail  thoroughfares  were  to  be  a  substitute  for  the  conunon 
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highways,  which  experience  had  shown  might  be  owned  by  private  corporations 
Therefore,  early  railway  legislation  developed  on  the  general  lines  prescribed  for 
turnpikes  and  toll  roads,  ignoring  that  it  is  not  feasible  for  every  person  who  may 
own  a  locomotive  and  a  car  to  use  a  railway  in  common  with  other  like  users.  The 
seriousness  of  this  mistake — which  was  soon  corrected  in  practice — lies  in  the  erro- 
neous public  view  of  the  railway  it  induced  without  correcting:  The  public  failed  to 
see  that  the  State  was  creating  a  private  monopoly. 

The  owners,  of  course,  realized  that  everyone  was  to  have  the  right  to  ship  and 
travel  over  their  railways,  and  the  public  were  aware  that  they  must  pay  for  the 
exercise  of  such  right;  but  where  men  must  use  a  thing  controlled  by  a  private  monop- 
oly, such  as  water,  light,  or  a  public  highway,  an  unending  struggle  between  owners 
and  users  is  inevitable.  This  affords,  perhaps,  a  strong  yet  not  necessarily  a  control- 
ling argument  in  favor  of  ownership  by  the  State  of  all  public  utilities.  However, 
the  need  for  railways  grew  so  fast  that  their  builders  were  everywhere  welcomed  as 
benefactors,  and  he,  who  prior  to  1870,  would  have  assaulted  the  basis  of  their  credit 
would  have  been  regarded  as  a  public  enemy.  But  when  almost  every  town  had  its 
railway,  and  earlier  needs  were  satisfied  and  forgotten,  the  owners  became  as  unpopular 
as  absentee  landlords.  Why  this  happened  and  to  what  extent  the  owners  themselves 
were  responsible  for  the  change  is  not  pertinent  to  the  subject  we  are  discussing, 
which  is  a  study  of  causes,  not  an  inquiry  into  the  responsibility  for  their  occurrence. 

Every  snapshotter  of  the  railway  question  is  familiar  with  the  ' '  Granger  movement, " 
yet  not  all  profound  students  of  it  realize  that  its  consequences  produced  the  break- 
down of  1917 — a  breakdown  we  shall  face  again  if  the  railways  are  returned  to  their 
present  owners  to  be  operated  vmder  present  laws.  The  line  of  cleavage  in  the  rail- 
way controversy  goes  back  to  the  contract  between  the  States  and  investors  contained 
in  the  charters  authorizing  the  construction,  ownership,  and  operation  of  the  railways, 
and  had  its  origin  in  the  failure  of  both  the  public  and  the  investors  to  appreciate 
that  what  they  were  seeking  to  do  was  an  impossible  thing.  The  corporations  were 
given  the  right  to  own,  to  operate,  and  to  fix  the  tolls  which  should  be  paid  by  shippers 
and  passengers;  language  could  not  be  more  clear  than  that  by  which  investors  were 
induced  to  believe — and  continued  to  believe  until  as  late  as  1875 — that  the  power 
of  the  corporation  to  fix  tolls  was  absolute. 

And  even  when  the  Supreme  Court  of  the  United  States  held  that  such  power  was 
within  the  control  of  the  State,  four  out  of  nine  justices  of  that  court  dissented  and 
continued  to  assert  that  the  plain  intent  of  the  language  used  in  the  grants  could  not 
be  tortured  into  a  contrary  meaning,  and  though  to-day  it  seems  incredible  that  our 
people  ever  intended  to  give  a  private  corporation  the  uncontrolled  power  to  make  its 
own  rates,  the  fact  is  this  power  was  given.  Anyone  doubting  the  latter  assertion  la 
referred  to  the  State  charters  granted  before  1870  and  to  any  of  the  Pacific  railroad 
charters  granted  by  Congress. 

And,  if  after  reading  such  charters  he  still  doubts  the  public  understanding  at  that 
time,  let  him  truthfully  answer  these  questions:  Would  investors  in  1850,  or  in  1870, 
have  subscribed  for  railway  shares  or  bonds  had  they  been  told,  or  had  they  suspected, 
that  the  time  would  come  when  the  Government  would  compel  those  corporations  to 
provide  a  ser\ace  at  a  cost  in  excess  of  what  might  be  collected  therefor?  Is  it  imagi- 
nable that  the  savings  of  those  days  would  have  poured  into  railway  treasuries  had 
investors  known  that  railway  charters  would  be  so  construed  as  to  enable  employees 
to  fix  their  own  wages  and  to  permit  shippers  to  make  their  own  rates? 

But  it  may  be  said  money  was  invested  in  railway  securities  after  the  rendition  of 
the  decisions  of  the  Supreme  Court  to  which  reference  has  been  made.  It  was;  but 
from  that  time  until  many  years  thereafter  the  new  money  invested  was  subscribed 
either  to  protect  already  existing  interests  or  to  speculate  in  A-entures  which  were 
induced  by  immense  subsidies  and  share  manipulations.  Securities  were  issued 
whose  face  values  were  from  two  to  three  times  the  amounts  paid  for  them  in  cash. 
These  were  the  days  when  railway  capital  was  diluted  with  water,  and  when  specu- 
lators and  not  investors  furnished  most  of  the  new  money.  Such  unsound  financing 
came  to  its  end  in  the  panic  of  1 893,  not  causing  it,  and  yet  not  being  altogether  without 
blame  for  it,  and  with  this  end  terminated  the  second  epoch  in  railway  development, 
the  first  having  ended  coincidently  with  the  panic  of  1873. 

About  this  time  a  decision  of  the  Supreme  Court  was  announced,  which  held  that 
railway  rates  made  by  the  State  can  not  be  enforced  unless  they  allow  the  corpora- 
tion the  cost  of  service  plus  some  profit;  the  investor  was  to  be  permitted  to  earn 
some  profit,  but  whether  1  per  cent  or  10  was  not  stated.  The  middle-of-the-road 
political  leader  was  halted.  Confiscation  under  the  guise  of  regulation  was  rendered 
impossible,  and  the  interest  of  investors  in  railway  shares  and  bonds  revived.  The 
railway  corporations  gained  new  strength.  There  began  a  third— and  perhaps  the 
last — epoch  of  railway  ownership  under  private  direction. 
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For  a  while  popular  leaders  stood  silent,  apparently  recognizing  the  justice  of 
decisions  favorable  to  investors.  But  slowly,  and  insidiously,  there  was  spread 
throughout  the  land  this  up-to-date  propaganda;  the  courts  had  decided  that  no 
schedule  of  rates  made  by  the  State  could  stand  which  would  reduce  net  income 
below  a  level  admitting  of  some  profit;  but,  in  order  to  obtain  relief  against  rates  so 
established,  the  courts  also  held  it  is  necessary  for  the  carrier  to  show  that  an  order 
complained  of  would  prevent  that  result — that  is  to  say,  the  burden  of  proving  the 
confiscation  was  placed  upon  the  carrier.  Thereupon  rate  reductions  were  sought 
and  obtained  that  did  not  confiscate;  radical  reductions  were  no  longer  asked  for, 
and  a  margin  of  income  was  always  left,  but  a  margin  so  niggardly  that  the  security 
left  was  meager.  It  soon  became  obvious  to  investors  that  the  corporations  were 
always  to  have  their  rates  reduced  whenever  their  net  income  showed  a  substantial 
surplus,  and  might  any  day — indeed  must  sometime — pass  below  the  line  of  safety 
which  is  the  boundary  of  all  sound  credit. 

Thus,  the  State  denied  the  right  to  make  confiscatory  rates  proceeded  with  judicial 
sanction  to  control  the  net  income  of  the  corporations;  if  it  could  not  pronounce  with 
absoluteness  what  the  rates  should  be,  it  could  and  did  say  what  the  net  income 
should  be,  and  theiiceforth  the  governmental  policy  became  one  of  railway  income 
fixing,  instead  of  railway  rate  fixing.  When  it  was  seen  as  fast  as  incomes  were  in- 
creased by  economies  and  growth  of  traffic  that  such  increases  were  to  be  immedi- 
ately used  not  only  as  a  justification,  b;it  as  an  argument  for  rate  reductions,  no  motive 
remained  for  greater  efficiency,  and  capital  l)ecame  frightened  by  the  gradually 
lessening  and  often  disappearing  margin  of  safety  for  investors  in  all  railway  securities. 

The  culmination  of  the  financial  difficulties  of  railway  corjjorations  was  reached 
when  employees  demanded  higher  wages,  and  materials  began  to  increase  iu  cost. 
None  of  the  corporations  could  pay  these  additional  charges  and  avert  bankruptcy 
unless  permitted  to  increase  rates;  yet  their  recjuests  for  such  increa.ses  met  with  oppo- 
sition, were  long  debated,  and  when  not  denied  were  allowed  grudgingly.  Under 
such  conditions  it  was  inevitable  that  many  corporations  suffered  their  properties 
to  deteriorate,  and  failed  entirely  to  acc^uire  such  additional  tracks,  terminals,  shops, 
and  equipment  as  would  have  been  commensurate  with  the  normal  growth  of  traffic; 
these  corporations  failed  because  lack  of  credit  left  them  powerless  to  do  otherwise. 

Other  corporations,  which  despite  the  restraints  put  upon  them  still  enjoyed  pros- 
perity, failed  because  tlieir  directors  saw  added  peril  in  enlarging  corporate  debts  at 
a  time  when  corporate  incomes  were  fast  diminishing.  And  those  corporations  which 
could  and  did  provide  adequate  faciltties  were  all  too  lew  to  pre\ent  the  transporta- 
tion collap.se  witnessed  in  December,  1917.  Our  national  transportation  routes  as 
then  constituted  were  like  chains  in  which  the  weak  links  gave  way. 

The  condition  of  the  railways  in  December,  1917,  as  a  result  of  the  policies  we  have 
traced,  may  be  summarized  t)riefly  thus:  Some  lacked  facilities  and  were  verging  ou 
a  complete  physical  collapse,  and  all  were  facing  financial  disaster,  for  if  rates  could 
not  be  increased  none  could  survive.  The  raihvaj's  were  being  slowly  stified — and 
by  the  people  for  whose  welfare  they  were  created  and  existed.  No  relief  was  in  sight, 
for  the  public  would  not  de-iist  from  its  clamorous  in.sistent'e  for  rate  reductions  and 
more  costly  service,  much  less  assent  to  rate  increases,  while  the  attitude  of  dissatis- 
fied labor  grew  tnreatening.  The  railway  policy  of  the  United  States  had  failed — 
the  policy  of  ownershi}»  and  responsibility  wholly  private  and  of  control  wholly 
pul)lic  and  irresponsiltle. 

We  have  seen  that  tlie  disappointments  of  inxestors  and  the  dissatisfaction  of  tiie 
public  resulting  from  the  failure  we  have  obser\ed  had  tlieir  origin  in  the  railway 
charters;  that  these  charters  were  granted  in  ignorance  of  what  is  now  so  obvious, 
that  a  public  institution  was  being  created — not  a  i^rivate  business — ^an  institution  as 
essential  to  national  growth  and  defense  as  the  Army,  the  Navy,  or  the  Treasury- 
more  necessary  than  the  post  office — and  that  the  construction  of  the  railways  was  a 
public  work,  and  instead  of  their  being,  according  to  the  legal  fiction,  "private  property 
affected  by  a  public  interest"  the  actualities  of  their  existence  represent  public  high- 
ways affected  by  a  capitalistic  interest.  Having  been  blind  to  the  real  nature  of  the 
enterprise,  it  is  not  strange  that  investors  and  statesmen  did  m>t  foresee  that  the 
making  of  rates  for  a  public  utility  is  a  legislative  function  and  can  not  become  a 
property  right  under  our  form  of  government;  the  legislature  may  delegate  the  func- 
tion of  rate  making  to  a  commission,  or  to  a  private  corporation,  but  it  can  not  part 
with  it  and  may  resume  it  at  any  time. 

Then  was  the  time  to  have  done  what  must  be  done  now.  It  should  have  been 
clearly  stated  that  the  Government  is  the  ultimate  and  therefore  the  real  rate  maker, 
and  as  this  must  of  necessity  at  times  result  in  public  use  without  compensation  of 
the  private  capital  in  the  railways,  some  assurances  should  have  b(H>n  given  the 
investor  that  when  noncompensatory  rates  were  made  he  would,  nevertheless,  receive 
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a  fail'  return  upon  his  investment.  It  might  have  been  arranged  that  rates  should 
never  be  so  reduced  as  to  prevent  an  income  equivalent  to  a  fixed  minimum  return 
on  the  investment,  or  the  Government  could  have  guaranteed  such  minimum:  had 
either  been  done  these  private  corporations  would  not  have  been  found  unprovided 
for  the  demands  of  war  in  1917,  or  for  the  demands  of  peace  in  1919. 

THE   PREDICAMENT   OF   1919. 

There  are  two  reasons  why  the  Government  should  not  return  the  railways  to  their 
owners  to  be  opei'ated  under  existing  laws — one  reason  potent,  because  it  is  moral,  and 
the  other  imperative,  because  it  is  Adtal. 

For  the  Government  to  return  the  railroads  either  now — or  "21  months  after  peace 
is  declared" — would  be  a  wrong  inflicting  great  injustice  and  causing  serious  injury 
to  many  corporations;  to  many,  though  not  to  all  corporations,  because  strange  though 
it  may  seem,  the  action  of  the  Government,  which  would  injure  some,  might  actually 
benefit  others.  The  explanation  of  this  paradox  is  found  in  the  abrogation  by  the 
Government  of  the  competition  which  obtained  under  private  ownership. 

Formerly  each  corporation  vied  with  its  rivals  in  a  contest  for  traffic  and  sought  to 
obtain  business  by  widely  advertising  its  routes  and  iii  strenuous  efforts  to  provide  a 
superior  service;  and  as  a  consequence  of  such  rivalry  passengers  would  often  take  a 
longer  route  because  of  special  advantages — perhaps  meals  served  thereon  were  l^etter, 
or  the  trains  handled  with  greater  regard  for  the  passengers'  comfort  and  safety — and 
shippers  would  frequently  give  all  their  business  to  the  longer  line  because  they  found 
that  in  actual  practice  its  deliveries  were  more  prompt,  or  its  freight  was  more  care- 
fully carried,  or  its  patrons  were  shown  more  courteous  consideration:  thereby  names 
of  the  A'arious  routes  and  the  good-will  so  created  l^ecame  assets  of  intrinsic  value, 
assets  which  to  a  very  great  extent  have  been  destroyed.  When  the  Government 
seized  the  railways  its  administration  adopted  as  a  fundamental  rule  of  transport  that 
regardless  of  how  traffic  had  moved  in  the  past,  it  must  thenceforth  be  routed  over  the 
line  that  could  handle  it  most  economically  in  the  judgment  of  an  official  given  abso- 
lute power  to  discriminate  between  lines  formerly  competitive.  Such  didacticism  of 
the  Federal  Railroad  Administration  has  possibly  resulted  in  savings  to  the  Govern- 
ment, but  the  consequence  to  the  corporations  has  been  as  if  in  an  industry  all  plants 
were  amalgamated,  all  trade-marks  obliterated,  and  all  mills  put  under  one  manager 
empowered  to  manufacture  where  he  elected,  to  fill  orders  as  he  determined,  to  shift 
employees  and  managers,  and  to  discriminate  between  the  various  plants  as  to  which 
should  be  improved  and  geared  up  in  production  and  which  slowed  down. 

Consequently,  if  now  the  railways  should  be  returned  to  their  former  owners, 
some  would  find  their  business  greatly  increased  because  of  the  discrimination  in 
their  favor  by  the  Federal  super\dsors  of  traffic,  while  the  unlucky  losers  of  business 
so  diverted  would  face  ruinous  conditions;  and,  generally,  the  lines  which  ha-\-e  been 
favored  by  the  Federal  administration  belong  to  prosperous  corporations  and  those 
which  have  been  discriminated  against  are  the  property  of  the  impoverished.  One 
may  concede  that  the  Government  officials  acted  wisely  from  an  economical  stand- 
point, and  that  their  actions  were  amply  justified  by  the  exigencies  of  war,  but  the 
fact  remains  that  the  Government  has  destroyed  property  of  enormous  value.  Fur- 
thermore, not  only  has  the  Government  destroyed  the  good  will  and  good  name  of 
many  corporations,  but  it  has  also  undermined  their  credit,  for  who  will  loan  money 
to  be  used  in  improving  for  competitive  purposes  railways  that  have  been  rejected 
l;)y  the  Government  as  unworthy  of  development? 

But  there  is  a  second  and  much  stronger  reason  than  one  based  on  individual  rights 
why  the  railways  in  their  existing  state  should  not  be  returned  to  their  owners  -without 
drastic  changes  in  present  laws,  and  in  the  public  policy  which  obtained  until 
December,  1917.  The  Government  can  if  it  choose  disregard  individual  rights  to 
achieve  supposed  public  good;  but  here  we  see  the  harm  that  might  be  done  the 
public  would  be  infinitely  greater  than  that  which  might  be  done  individuals. 

Those  who  think  it  possible  for  us  to  return  to  prewar  conditions  respecting  the 
railways  are  singularly  shortsighted.  In  December,  1917,  it  was  recognized  that 
railway  facilities  had  become  inadequate,  and  it  was  also  plain  that  the  railway 
1  corporations  would  shortly  become  bankrupt  if  the  increases  in  wages  demanded  by 
abor — and  since  granted — were  to  be  paid  and  the  railways  not  permitted  to  increase 
n  ratio  their  tariffs;  therefore  the  Government  took  OAer  the  railways  not  only  to 
prevent  their  physical  collapse,  but  to  meet  a  financial  crisis.  The  catastrophe  thus 
avoided  was  not  impending  because  of  the  war,  but  because  many  of  the  railways 
were  without  adequate  facilities  and  lacked  the  wherewithal  to  acquire  them,  for 
the  credit  of  many  corporations  had  been  greatly  weakened  by  a  public  policy  re- 
quiring them  to  perform  a  public  service  and  denying  them  the  right  to  collect  the 
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full  cost  of  the  service.  Investors  refused  to  buy  the  shares  or  bonds  of  such  corpo- 
rations, and  as  a  consequence  the  corporations  found  themselves  not  only  facing 
maturing  obligations  which  could  not  be  funded,  but  without  the  means  needed  to 
supply  the  additional  cars,  locomotives,  tracks,  and  terminals  required  by  shippers 
obliged  to  use  their  railways.  Such  corporations  have  now  no  greater  facilities  than 
they  had  in  1917,  and  their  credit  has  been  further  weakened,  if  not  destroyed;  there- 
fore, a  return  to  the  old  condition  would  bring  about  a  calamity  avoided  only  by  the 
Government's  radical  action;  our  commerce  would  be  stunted  at  a  time  when  expan- 
sion is  essential  to  national  progress;  and  financial  depression  would  occur  when 
public  confidence  most  needs  support. 

It  may  be  said  that  existing  facilities  are  now  adequate,  which  is  true,  but  true 
because  all  the  lines  are  used  and  operated  as  a  unit  and  the  surplus  of  cars,  shops, 
tracks,  and  terminals  owned  by  some  corporations  are  being  employed  to  make  good 
the  deficiencies  of  other  companies.  Returning  shops,  tracks,  and  terminals  to 
their  owners  will  require  a  return  to  such  owners  of  their  cars  and  equipment  also, 
and  means  a  recurrence  whenever  business  is  restored  to  its  normal  basis  of  the  con- 
gestion— the  intolerable  congestion — of  1917. 

But  as  bad  as  the  railway  situation  was  in  December,  1917,  it  was  nevertheless  much 
better  than  it  was  destined  to  become,  because  there  were  still  at  that  time  many 
corporations  which  possessed  facilities  and  credit  equal  to  all  their  requirements. 
Shippers  in  certain  parts  of  the  country  were  yet  well  served  and,  consequently,  only 
a  partial  paralysis  of  commerce  had  taken  place.  But  those  who  had  to  do  with  the 
financial  phase  of  the  transportation  situation,  as  well  as  its  physical  needs,  realized, 
as  fortunately  did  those  charged  with  the  administration  of  the  Nation's  finances, 
that  back  of  the  chaotic  condition,  produced  because  of  the  inability  of  some  of  the 
corporations  to  perform  their  public  service,  loomed  the  great  danger  that  all  of  the 
railroad  corporations  might  become  bankrupt  and  would  not  remain  solvent  if  the 
demands  made  by  the  employees  for  advances  in  wages  were  granted  and  permission 
to  increase  rates  correspondingly  was  denied  by  the  Interstate  Commerce  Commission. 

Since  then  wages  have  been  increased,  but  the  increases  in  rates  have  not  been  suf- 
ficient, apparently,  to  leave  many  of  the  lines  with  income  suHirient  to  induce  invest- 
ors to  buy  either  the  shares  or  bonds  of  the  corporations  owning  such  lines  and  to 
whom  the  railways  must  be  returned  under  the  present  public  policy.  It  is  certain 
that  wages  will  not  be  reduced  until  there  is  a  corresponding  decrease  in  the  cost  of 
living.  On  the  other  hand,  it  is  hardly  reasonable  to  expect  that  the  public  will 
endure  further  increases  in  rates  or  continue  content  with  the  character  of  ser\-ice 
it  has  willingly  accepted  in  patriotic  silence  during  the  war. 

Therefore,  to  return  to  the  conditions  of  1917  means  to  confront  not  only  all  of  the 
evils  then  threatening,  but  to  face  a  general  demoralization  in  tlie  financial  world, 
resulting  not  only  from  the  inability  of  many  corporations  now  regarded  as  prosper- 
ous to  meet  the  demands  made  upon  them  for  improvements,  but  from  the  complete 
destruction  of  billions  of  capital  now  ^\^dely  distributed.  From  that  there  would 
be  but  one  result,  for  the  paralysis  of  commerce  and  the  enormous  losses  to  investors 
would  bring  a  peremptory  demand  for  the  resumption  of  governmental  control.  Do 
even  those  who  favor  Government  ownership  desire  its  achievement  at  a  cost  so  ruin- 
ous, or  under  conditions  so  disastrous? 

THE    IMPORTANCE    OF   COMPETITION. 

The  writer  is  opposed  to  Government  ownership  of  railways;  but  not  because  he 
believes  rates  would  he  lower  under  private  ownership.  On  the  contrary  he  knows 
that  when  the  railways  were  pri^■ately  operated  a  man  always  got  more  for  his  money 
in  buying  a  postage  stamp  than  in  spending  it  for  a  railway  ticket.  Nor  is  the  writer 
one  of  those  conservative-minded  citizens  fearing  Government  ownership  because 
of  presumed  evil  influence  of  such  ownership  on  the  Government;  between  the 
scandals  that  are  feared  under  one  system,  and  those  which  have  occurred  under 
the  other  there  is  perhaps  slight  choice.  Nevertheless,  wliile  from  the  standpoint 
of  eccmomy  alone,  there  is  perhaps  slight  difference  between  investing  $50, OIK)  in 
an  unneeded  railway  station  and  donating  a  like  sum  to  a  political  party,  there  is 
the  moral  distinction,  overfine  though  it  may  seem  to  some,  between  using  votes 
to  get  higher  wages  and  lower  rates  and  using  dollars  to  get  votes. 

The  writer  favors  private  o\vTier8hip  not  only  because  he  distrusts  monopolies, 
but  because  he  is  convinced  that  a  growing  country  needs  the  enlivening  inifuence 
of  competition;  and,  while  he  realizes  that  unrestricted  competition,  like  any  excess, 
hampers  development,  he  is  sure  that  monopoly  cramps  growth.  Would  we  now  be 
in  the  front  rank  of  nations  but  for  the  development  inthiced  by  competition  between 
carriers?  And  is  it  not  to  be  feared,  that  we  can  not  maintain  our  advanced  posi- 
tion if  we  destroy  the  spirit  of  rivalry  which  sustained  liy  the  di'sire  of  triumpli  and 
dominance,  and  intensified  by  the  promise  of  gain  animates  business  competition? 
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If  corporate  ownership  is  considered  as  a  means  of  restoring  this  competition  be- 
tween railways,  it  is  necessary  to  put  aside  all  of  the  suggestions  made  that  relate 
to  "regional  railway"  corporation;  for  if  every  region  is  to  he  served  by  a  monopoly 
.  it  were  much  better  that  such  monopoly  be  governmental  than  private,  because  in 
one  the  citizen  has  a  voice  and  in  the  other  he  has  none. 

While  no  one,  perhaps,  can  plan  the  manner  of  private  ownership  that  will  supply 
what  is  desirable  in  the  competitive  system,  avoid  the  evils  which  made  ineffective 
the  former  railway  policy  and  satisfy  public  demands,  these  are  the  fundamentals 
all  should  consider. 

The  comfort,  safety,  and  convenience  of  passengers  are  matters  of  no  small  concern; 
and  the  expedition  of  freights  and  the  charges  therefor  are  not  negligible  affairs; 
but,  for  the  Nation  to  progress,  something  more  than  a  sufficient  supply  of  cars, 
locomotives,  tracks,  and  terminals  and  reasonable  rates  is  required.  The  success 
of  enterprise  and  industry  depends  largely  upon  the  activities  of  railway  officials 
interested  not  only  in  providing  the  service  required  but  in  making  rates  that  will 
render  new  undertakings  profitable.  Our  vast  interior  has  been  developed  with 
corresponding  advantage  to  seaboard  regions  because  railway  officials  have  adjusted 
rates  with  reference  to  the  competition  of  markets. 

The  line  Avith  the  terminal  on  the  Great  Lakes,  the  one  extending  to  a  Gulf  port,  and 
that  touching  the  Pacific  Ocean  have  in  their  rivalry  opened  three  grain  routes  from 
the  Mississippi  Valley  to  the  four  quarters  of  the  world.  Every  carrier  has  been  made 
to  realize  that  the  sure  way  for  it  to  increase  its  revenues  is  to  increase  production 
upon  its  own  rails,  and  for  such  purpose  it  has  not  only  made  rates  and  given  service 
that  would  enable  existing  industries  to  flourish,  but  has  offered  encouragements  to 
new  ones.  Where  the  development  of  a  locality  demanded  reductions  in  rates  on 
fuel,  or  on  raw  materials,  these  have  been  readily  granted.  It  is  l^ecause  the  merchant 
and  the  railway  official  lia^'e  found  mutual  profit  in  adjusting  rates  to  meet  the  demands 
of  trade  that  grain  grown  in  Montana  competes  with  that  harvested  in  Pennsylvania; 
that  fruit  grown  in  California  is  sold  in  France;  that  coal  mined  in  Virginia  is  con- 
sumed on  the  prairies  of  Alberta — a  coal -producing  Province — and  that  nearly  every 
town  has  its  industries.  Commerce  expands  with  overproduction  and  would  shrink 
with  carefully  measured  outputs  based  on  assured  demands.  If  there  were  no  excess 
transportation  facilities  in  view,  n  >  producer  would  incur  the  hazard  of  producing 
what  was  not  already  in  demand.  A  reasonable  excess  of  supplies  over  known  demands 
and  a  reasonable  excess  of  transport  facilities  over  existing  uses  are  the  roots  of  all 
commercial  expansion 

Although  the  manufacturer  who  overproduces  hazards  grave  risks  and  the  carrier 
who  overbuilds  courts  disaster,  nevertheless  there  never  has  been  a  great  merchant 
or  a  great  builder  who  has  not  taken  these  chances;  and  neither  has  there  CA'er  been 
a  great  country  without  such  merchants  and  builders.  Every  reduction  in  railway 
rates  made  voluntarily — and  most  reductions  were  voluntary — was  made  because 
increase  in  the  net  income  for  the  carrier  was  the  result  expected  by  the  railway 
official  who  made  it,  and  his  motive  was  keener  grasp  of  his  position  and  the  better 
standing  with  his  principal  that  such  profit  might  obtain  fir  him. 

If  we  have  but  one  railway,  neither  the  new  industry  is  encouraged  nor  the  old  one 
sustained ;  for  both  must  measure  to  the  gauge  prescribed  by  the  monopoly.  And 
while  corporations  possessing  a  monopoly  sometimes  seek  zealously  new  sources  of 
profit,  their  tendency  is  restful  drifting  toward  a  moribund  desuetude;  genius  may 
create  a  monopoly,  but  genius  is  not  hereditary  nor  are  geniuses  ordinarily  successive 
in  organizations.  And  when  the  owner  of  a  monopoly  becomes  satisfied  with  what 
he  has  acquired  and  achieved  his  agents  lose  their  chief  incentive  for  betterment. 
When  a  carrier  knows  that  a  new  undertakin_g  can  settle  on  his  line  only,  and  can 
ship  only  over  one  of  his  routes,  the  danger  is  more  than  probable  that  the  carrier 
will  not  only  becomea  hindrance  to  enterprise  but  an  obstacle  to  national  growth; 
unspurred  by  competition,  transportation,  industry,  and  trade  become  laggards  and 
the  people  dependent  upon  them  ossify. 

THE   TRIANGLE — LABOR,  CAPITAL,  AND   COMMERCE. 

The  State  in  its  efforts  to  avoid  the  evils  of  monopoly  should  not  forget  the  excesses 
of  competition,  and  provision  should  be  made  that  only  those  facilities  will  be  created 
for  which  a  use  exists  or  can  be  reasonably  hoped  for.  Therefore  the  new  policy 
should  not  only  protect  the  public  against  the  intrusion  in  the  future  of  the  wasteful 
practices  of  the  past,  but  induce  a  correction  of  remediable  mistakes.  In  the  period 
of  sharp  contests  between  carriers  and  public  elsewhere  reviewed  various  laws  were 
enacted  and  enforced  which  not  only  prevented  the  amalgamation  of  railways,  but 
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every  manner  of  agreement  between  their  owners  which  restrained  commerce.  Such 
laws  must  be  modified,  because  many  railways  were  built  lor  which  no  need  existed 
or  future  use  will  appear.  Had  the  law  permitted,  the  prosperous  corporations  could 
have  bettered  the  situation  by  absorbing  many  railways  which  had  become  a  burden 
to  their  owners  and  to  the  public  or  else,  by  entering  into  working  arrangements, 
might  have  relieved  the  necessities  of  the  superfluous  lines.  Allowed  this  permission, 
the  railway  vsdthout  excuse  for  existence  could  have  passed  into  strong  hands  and  the 
railway  able  to  stand  alone  would  have  maintained  its  independence. 

Hovvever,  we  are  more  concerned  with  the  future  regulation  of  such  affairs  than 
with  the  consequences  of  the  policies  of  the  past,  for  it  is  anticipated  a  billion  dollars 
annually  will  be  reciuired  henceforth  to  enable  the  railways  to  keep  abreast  of  com- 
merce. Are  these  vast  sums  to  be  expended  in  developing  equally  the  most  tit  of 
the  railways  and  those  least  adaptable?  If  permitted  to  agree,  the  carriers  will  arrange 
for  a  common  use  of  the  superior  railways,  l)ut  if  prevented  they  ^vill  continue  to  use 
and  to  improve  for  through  traffic  lines  that  should  be  used  and  improved  only  to  the 
extent  justified  by  the  bulk  of  their  local  business.  Every  imnecessary  tra,fk  or 
terminal  is  an  unnecessary  charge  on  our  trade,  and  agreements  between  carriers 
that  are  now  forbidden  must  be  authorized,  else  pri\ate  ownership  will  start  anew 
under  one  of  the  handicaps  that  caused  it  to  fail  in  the  past. 

Therefore  the  writer  suggests  as  the  first  principle  of  a  reconstructed  railway  policy 
that — 

A  designated  agency  of  the  National  Government  shall  be  given  the  power  to  de- 
termine what  railways  may  be  amalgamated  and  what  agreements  between  com- 
petitors shall  be  authorized,  in  order  that  sane  competition  may  be  encouraged, 
unreasonable  competition  prevented,  and  the  joint  use  of  facilities  increased. 

The  public  demands  of  whoever  may  operate  the  railwa\s  that  facilities  shall  be 
adequate,  that  s^a-vice  shall  be  satisfactory  and  thai  rales  shall  be  low.  Can  private 
railway  corporations  meet  these  re(|uirem(  nts?  The  answer  is:  They  can  not  without 
assistance  from  the  (lovirnment.  In  order  to  provide  ade(|uate  facilities  corporate 
credits  nmst  b»>  continuous;  without  such  credit  one  will  witnc  ss  in  the  future,  as  in 
the  past,  years  of  idleness  in  car  and  locomotive  shops  whc  n  prices  are  low,  materials 
cheap  and  labor  unemployed.  And  corporate  cridits  should  be  not  only  uninter- 
rupted, they  should  be  unlimited,  for  the  Nation  ought  never  again  to  be  unprepared 
for  either  peace  or  war  because  of  a  lack  of  transport  facilities:  such  credit  can  be 
secured  in  only  one  way — the  Go^'ernment  must  supply  it,  and  be  comp.nsated 
therefor,  of  cours;'. 

A  return  of  the  railways  to  private  ownership  will  end  disastrously  for  the  country, 
no  matter  how  much  liberty  of  action  is  given  the  own'  rs,  unl'>ss  some  are  financially 
assisted  by  the  (tove'rnment.  All  corporations  must  provide  facilities,  and  if  subject 
to  such  compulsion  they  should  n^n-er  lack  credit:  a  matter  of  this  vital  importance 
can  not  be  left  to  market  conditions,  to  the  fate  of  future  h  gislation,  or  to  the  caprice 
of  banki  rs.  Those  corporations  having  independent  en  dil  ought  to  be  left  free  to 
obtain  new  capital  through  their  own  mediums:  but  companies  without  such  credit 
should  be  abl;"  to  issu;^  shares,  debentures,  or  l)ondsguarant"ed  by  the  Federal  Govern- 
ment in  return  for  a  stipulated  participation  in  the  net  income  of  the  corporation, 

Th"  consideration  of  details  has  no  place  in  this  discussion  which  aims  to  treat  of 
principles  which  would  b(>  more  confused  than  elucidated  by  such  consideration; 
t)Ut  it  may  be  added  that  the  Gov(>ri)ment  could  n  -vcr  l)e  compi'lUd  to  loan  its  credit, 
and  that  <  ach  case  would  l)e  dealt  with  according  to  its  circumstances  and  determined 
by  the  exigencies  of  the  situation,  th(>  financial  condition  of  the  t'orporation  seeking 
assistance,  and  the  purposes  for  which  th"  new  capital  woidd  be  asked.  As  such 
assistance  would  be  withheld  prop;'rly  from  corporations  not  amenable  to  the  Federal 
(iovernment  solelv,  the  s.n-ond  principle  of  our  ree-onstructed  raihvav  policv  would 
be: 

Federal  corporations  may  be  cri  at^cl  with  power  to  buy  and  to  s  11  railwa^■s,  parts 
of  railways,  shares  and  bonds  subject  only  to  such  limitations  as  a  designated  agemcy 
of  the  Goveriuncnt  may  impe)S;';  and  sue'h  corporations  shall  be'  privileged  te)  acce  pt 
from  the  National  Government  subseTiptions  te)  shares  and  loans  e)f  money,  eir  of 
e-redit,  upon  such  t;  rms  as  the  (iovernment  may  offer. 

.\s  the  ultimate  cl^te'rminatiem  of  all  (juestions  resp.'cling  rates  or  serviei  s  nuist  be 
retained  by  the  Nation,  the  agency  that  is  to  de'ti  rmiu"  what  ce)nsolieIations,  purchase  s 
and  agreements  will  be  p  rmitted,  and  what  financial  assistane-e  will  l)e'  e'xteneh  el 
may  be  given  also  justly  the  power  to  make  rates  anel  te)  elin  ct  improvements  in 
services  and  faciliti' s. 

One  restraint  oulyshoulel  be  laid  e)u  sueh  re\-<erveel  pe)wer;  no  oreler  .-^houlel  be  valiel 
that  woulel  ele'i)rive'  a  Federal  coriioration  of  the  op[)ort unity  to  gain  a  minimum 
return  on  the  capital  fixed  in  its  charter,  or  which  woulel  eleprive  a  State  cor|)e)ra- 
tion  of  its  constitutional  rights;   but  summary  court  proceeelings  shoulel  be  provieloel 
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for  the  determination  of  every  controversy  based  on  alleged  denials  of  such  oppor- 
tunity, or  of  such  rights;  for  we  ought  not  to  retrograde  to  the  earlier  state  of  things 
with  its  confusion  and  intolerable  delays.  Rate  orders  and  orders  for  additional 
facilities,  or  better  service,  should  be  peremptory  except  in  cases  where  the  enforce- 
ment of  such  orders  would  amount  to  a  denial  of  a  right  expressly  given  by  charter, 
or  existing  under  the  Constitution;  and  alleged  violations  of  such  rights  should  be 
heard  summarily.  C'onseciuently,  we  would  have  this  as  the  third  principle  of  our 
new  policy: 

A  designated  agency  of  the  PVderal  Government  shall  have  the  power  to  fix  all 
interstate  rates,  and  to  require  that  additional  facilities  and  services  be  supplied, 
subject  only  to  the  limitation  that  no  order  shall  be  binding  if  thereby  a  corporation 
would  be  denied  the  opportunity  to  earn  a  reasonable  return  on  capital  invested, 
which  capital  and  return  shall  be  fixed  in  the  charter  of  Federal  corporations,  and 
shall  be  ascertained  in  the  case  of  State  corporations  by  appropriate  methods;  and 
a  court  procedure  shall  be  instituted  for  the  summary  determination  of  all  contro- 
versies respecting  the  exercise  of  such  power. 

The  agency  intrusted  with  all  the  other  powers  we  have  reviewed  should  not  only 
be  the  rate  controller,  but  should  l^e  also  a  board  of  arbitration  for  the  consideratioii 
of  all  disputes  between  the  corporations  and  their  employees.  It  is  assumed  that  the 
grants  of  Government  aid  through  subscriptions,  loans,  or  guaranties,  would  be  on 
condition  that  the  Government  would  participate  in  all  profits  exceeding  an  agreed 
minimum  fixed  for  the  investor's  security.  As  a  consecjuence  of  the  various  delega- 
tions of  power  that  are  here  suggestijd,  one  body  could  make  the  adjustments  required 
to  properly  balance  public  and  private  rights;  for  whenever  wages  were  increased  by 
an  award  of  arbitration,  or  adtlitional  obligations  were  imposed  u])on  the  carriers  by 
mandates,  rates  could  be  increased  proportionately;  and,  as  the  Government  would 
have  to  come  to  the  relief  of  corporations  deprived  of  individual  credit,  and  would  l)e 
at  all  times  interested  in  the  profits  of  corporations  assisted  by  it,  the  effect  of  a  par- 
ticular rate  asked  by  the  public,  or  of  a  particular  wage  demanded  by  labor,  could  be 
surveyed  in  all  its  consequences  from  the  viewpoint  of  authority. 

The  railway  problem  is  a  triangular  one  involving  the  conflicting  desires  of  laborer, 
capitalist,  and  shipper,  and  it  ^v•ill  be  the  sooner  solved  Avhen  all  of  these  interests 
consent  to  an  arrangement  whereby  each  shall  have  an  equal  place  at  the  counsel 
table  where  the  problem  is  to  be  solved;  therefore  we  should  have  for  our  fourth 
principle  the  follomng: 

The  Government  agencj-  charged  with  the  duty  of  fixing  rates,  acting  as  arbitrator 
in  labor  disputes,  determining  what  additional  facilities  and  services  ma^^  be  called 
for,  and  prescribing  what  agreements  may  be  made  between  competitors,  shall  con- 
sist of  men  selected  from  the  ranks  of  capital,  labor,  and  shippers,  respectively,  and 
who  will  be  appointed  and  retained  subject  to  civil-service  rules. 

The  agency  suggested  would  require  many  divisions,  boards,  and  bureaus,  to 
which,  in  its  own  constitution,  might  be  assigned  the  members  of  the  present  com- 
mission, a  body  whose  fault  is  that  it  has  been  responsible  for  the  failure  of  the  old 
policy  without  having  had  the  power  to  render  such  policy  effective.  Under  the 
new  order  suggested  we  would  see  the  Government  sometimes  a  holder,  and  frequently 
a  guarantor,  of  railway  securities  with  a  contingent  interest  in  the  profits  of  many 
corporations;  Ave  would  protect  all  investors  against  confiscation,  and  we  would  pro- 
vide a  fair  tribunal  for  the  hearing  of  the  demands  of  labor;  and  shippers,  too,  would 
obtain  not  only  the  benefit  of  competitive  services,  but  be  assured  of  a  governmental 
control  of  rates  as  broad  as  in  fairness  should  be  exacted.  Of  course,  strikes  would 
continue  to  occur,  rates  would  still  be  assailed,  and  services  would  be  denounced, 
while  investors  might  lose  if  the  country  suffered  a  financial  cataclysm,  but  we  are 
not  expecting  a  blissful  millenium,  only  seeking  something  better  than  has  been. 

The  writer  anticipates  that  of  those  who  may  follow  him  thus  far  some  \vill  ask: 
"Why  are  not  the  details  set  forth  for  the  plan  proposed?  "  To  such  readers  the  writer 
would  add,  it  is  confusing  to  discuss  details  in  advance  of  the  settlement  of  principles, 
and  when  the  latter  are  determined  the  subject  Avill  be  in  the  hands  of  the  men  most 
competent  to  settle  the  particulars,  for  the  writer  is  among  those  who  yet  believe 
the  people's  chosen  representatives  can  be  trusted  not  onfy  to  voice  the  A^ishes  of 
the  people  but  to  safeguard  the  interests  of  the  public. 

Tlie  CiiAiRMAx.  Mr.  Liitlic^r  M.  Walter,  counsel  for  the  National 
Association  of  Owners  of  Railroad  Securities,  asks,  inasmuch  as  he 
could  not  be  here  to-day,  that  his  brief  be  printed  in  the  record. 

Senator  Robinson.  I  think  that  ought  to  be  done,  Mr.  Chairman. 

The  Chairman.  And  also  Mr.  Bruce  V.  Crandall,  of  Chicago,  111., 
has  asked  to  have  inserted  in  the  record  a  paper  prepared  by  him 
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emphasizing  the  importance  of  railway  equipment  as  a  factor  of 
safety,  efficiency,  and  economy  in  railway  operation. 

Senator  Robinson.  I  think  that  ought  to  go  in  also. 

The  Chairman.  Mr.  Benjamin  Catchings,  of  the  Federal  Trade 
Commission,  has  written  me,  asking  that  a  paper  prepared  by  him 
be  put  in  the  record. 

Senator  Robinson.  I  think  that  should  go  in. 

Senator  Cuivimins.  I  do  not  know  anything  about  Mr.  Walter's 
brief,  but  I  have  seen  Mr.  Catchings'  contribution,  and  I  am  quite 
anxious  that  it  should  go  in. 

The  Chairman.  And  the  Railway  Busmess  Association  have  a 
brief  that  they  desire  to  file. 

Senator  Kellogg.  I  do  not  know  what  that  is. 

Senator  Cummins.  I  move  that  it  go  in. 

The  Chairman.  Without  objection,  it  is  so  ordered. 

(After  informal  discussion,  the  committee,  at  11.50  o'clock  a.  m,, 
adjourned  sine  die.) 

(Following  is  a  statement  submitted  to  the  Interstate  Commerce 
Committee,  United  States  Senate,  February  21,  1919,  by  !Mr.  Bruce 
V.  Crandall,  of  Chicago,  111.:) 

In  the  suggestions  which  I  herewith  present  for  the  consideration  of  your  committee, 
I  am  not  unmindful  of  the  many  other  large  and  important  problems  in  railroading, 
such  as  finances,  freight  rates,  wages,  etc.,  with  which  yt)U  will  need  to  deal;  but,  they 
are  matters  on  which  I  am  not  specifically  informed  and  with  which  I  have  had  no 
actual  experience. 

I  wish  t')  call  your  attention  only  to  the  question  of  railway  equipment  in  connec- 
tion with  the  larger  problems  of  railroading  and  point  out  why  and  how  railway  equip- 
naent,  its  purchase,  use,  and  maintenance  expense  deserve  the  proper  supervision 
and  control  rf  Congress,  through  that  body  to  which  Congress  has  delegated  its  powers 
in  reference  tfj  railniading — the  Interstate  Commerce  Commission 

1  quote  first  from  the  "Statement  of  the  Policy  of  the  Railroad  Administration," 
the  following:  "Tlie  intensive  employment  of  all  equipment  and  a  careful  record 
and  scientific  study  of  the  results  obtained,  with  a  view  to  determininsr  the  compara- 
tive efficiency  secured."  Tliis  I  take  to  mean  that  the  Railroad  Administration 
believed  that  as  regards  railway  equipment,  its  purchase,  use,  and  maintenance,  ex- 
pense it  wt)uld  ultimately  decide  these  questions  not  on  opinions  or  indi\'idual  experi- 
ence, but  on  "a  carefid  record." 

I  have,  for  a  number  of  years,  advocated  again  and  again  the  keeping  of  records  of 
the  performance  of  railway  equipment  as  being  the  only  sure  basis  of  arriving  at  what 
was  the  most  efficient  equipment.  The  true  value  of  railway  equipment  is  not  deter- 
mined by  first  cost,  but  by  first  cost  plus  maintenance  expense,  and  this  final  cost  in 
relation  to  time  and  quality  of  service  rendered. 

The  only  way  of  arriving  at  the  value  of  any  class  of  railway  equipment  is  in  keeping 
exact  records  of  its  performance.  Certain  records  have  been  kept  by  individual  roads, 
but  such  records  must  necessarily  be  incomplete.  Complete,  exact  and  authoritative 
records  are  only  possible  under  the  governmental  supervision  of  some  such  body  as 
the  Interstate  Commerce  Commission. 

The  desired  result  in  the  business  of  conducting  transportation  is  to  give  the  maxi- 
mum of  service  with  the  minimum  in  ton-mile  cost.  We  are  directly  dependent  then, 
for  successful  railroading,  upon  two  things;  one  is  efficient  operation,  and  the  other  is 
efficient  equipment.  Efficient  operation  is  dependent  upon  the  proper  handling  of 
men,  coordinating  the  work  of  various  departments,  lessening  the  unnecessary  long 
haul,  empty  haul,  terminal  delays,  car  shortage  and  car  congestion,  making  inspection 
more  thorough  and  less  necessary,  and  in  maintaining  the  right  relations  with  patrons, 
giving  the  individual  shipper  the  best  possible  service  consistent  with  the  rights  of 
other  shippers. 

Efficiency  of  railway  equipment  affects  more  directly  ton-mile  costs  than  does  rail- 
way operation.  Ballast,  road-bed,  rails,  special  track  appliances,  signals,  signaling 
equipment,  bridges,  buildings,  cars  and  locomotives  and  trieir  specialties,  shops  and 
machinery,  together  with  terminals  and  the  equipment,  and  appliances  used  in  them, 
all  have  a  direct  bearing  upon  transportation  efficiency. 
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It  is  a  difficult  matter  to  separate  operation  and  equipment  from  each  other,  in  their 
relation  to  ton-mile  cost.  An  empty  haul  may  be  charged  to  both  operation  and  equip- 
ment. Car  shortage  may  be  caused  by  moving  crops  or  some  other  seasonable  ship- 
ment— -a  question  of  operation;  or  it  may  be  due  to  the  character  or  condition  of  the 
cars— a  question  of  equipment.  Terminal  delays  may  be  the  result  of  bad  manage- 
ment (operation)  or  they  may  be  the  result  of  the  use  of  the  wrong  kind  of  cars,  or  of 
cars  in  bad  order  (equipment).  Delay  in  turning  engines  may  be  due  to  poor  organiza- 
tion at  the  locomotive  terminal;  but,  it  is  more  apt  to  be  due  to  the  facilities — the 
equipment  in  the  terminal  for  turning  power. 

It  has  been  stated  by  railway  officials  that  the  locomotive  is  actually  engaged  in 
pulling  its  load  between  four  and  five  hours  out  of  the  24,  and  that  half  of  its  time  is 
spent  in  the  mechanical  department.  This  time  so  spent  bears  a  direct  relationship 
to  the  character  of  the  equipment  of  the  locomotive  and  the  equipment  with  which 
the  terminal  is  supplied  for  caring  for  the  locomotive  between  runs. 

The  car  mileage  of  this  country  is  over  twenty-one  billion  car  miles  a  year;  and  empty 
car  mileage  is  about  seven  billion.  A  certain  amount  of  empty  car  mileage  is  neces- 
sary, due  to  the  seasonableness  and  variety  of  shipments.  But,  a  part  of  the  empty 
car  mileage  is  due  to  cars  of  wrong  design  and  in  bad  order — a  question  of  equipment. 

Car  movement  is  given  as  averaging  26  miles  a  day.  This  is  dependent  upon 
operating  management,  but  also  upon  equipment,  both  car  and  locomotive. 

While  the  growth  and  expansion  of  this  country  will  call  for  increases  in  equip- 
ment, enlarging  of  terminals,  and  capital  expenditures  generally,  it  must  not  be 
forgotten  that  more  power  and  more  hours  out  of  the  locomotive  we  now  have,  more 
loaded  miles,  and  more  miles  per  day  out  of  the  same  number  of  cars  we  now  have,  is 
the  goal  for  which  railroad  men  are  striving.  A  larger  number  of  cars  in  and  out  of 
terminals  than  we  now  have  would  be  the  equivalent  of  enlarged  terminals.  In 
all  of  this,  railway  equipment  plays  a  large  and  important  part.  The  keeping  of  rec- 
ords on  the  performance  of  all  railway  equipment  of  the  country  would  result  in 
exact  data  enabling  the  purchase  of  that  which  would  be  the  most  efficient. 

As  a  concrete  example  of  what  could  be  effected  through  Government  records  of 
railway  equipment,  take  the  box  car  as  an  illustration.  The  life  and  service  of  a 
box  car  depend  to  a  large  extent  upon  the  character  of  its  special  equipment,  such 
as  couplers,  draft  gear,  trucks,  brake  beams,  ends  and  roofs.  Terminal  delays  and 
resultant  costs,  car  shortage,  and  congestion,  empty  haul,  and  inspection  would  be 
lessened  in  proportion  to  the  increased  efficiency  of  car  equipment — the  best  cars, 
together  with  their  equipment,  would  be  determined  by  the  records. 

Car  shortage  during  the  grain  rush  is  frequently  not  an  actual  shortage  of  cars,  but 
is  a  shortage  of  cars  in  fit  condition  for  loading  of  grain.  The  unfit  condition  of  cars 
for  such  loading  is  due  in  large  part  to  roofs  being  in  bad  order.  Inspection  of  car 
roofs  and  the  cost  of  it  is  duplicated  for  this  reason,  and  terminal  delays  and  empty 
haul,  a  direct  result  of  it.  A  car  which  leaks  and  is  rejected  by  a  shipper  must  be 
hauled  empty  to  another  point,  either  for  repairs  or  for  lading  suitable  to  its  bad 
order  roof  condition. 

Many  men  of  many  different  minds,  gaining  their  experience  from  their  own  en- 
vironment, give  their  opinions  on  the  question  of  car  equipment.  It  is  a  question 
not  to  be  settled  because  of  local  conditions  and  conditions  peculiar  to  the  owning 
road,  for  a  box  car,  whatever  the  ownership,  travels  from  Maine  to  California  and  from 
Canada  to  the  Gulf,  to  meet  the  shippers'  demands. 

Under  normal  conditions  of  private  ownership,  on  the  average,  probably  50  per 
cent  of  the  freight  cars  on  any  individual  road  are  cars  belonging  to  other  roads.  Half 
the  cars  then  moving  each  day  over  any  one  railroad  are  cars  unlike  in  equipment 
to  the  cars  which  the  operating  road  buys  for  itself.  One  large  road,  at  the  present 
time,  is  reported  to  be  operating  only  8  per  cent  of  its  own  cars.  Derailments  and 
wrecks  may  be  caused  by  foreign  cars  not  suitable  to  conditions  on  the  road  on  Avhich 
they  are  being  handled. 

Take  one  special  item  on  a  box  car  to  show  more  concretely  the  effect  of  keeping 
complete  authoritative  records  by  the  Interstate  Commerce  Commission.  The  car 
roof,  for  example — there  is  a  wide  variation  in  opinion  as  relates  to  the  car  roof,  as 
reflected  in  the  wide  variety  of  car  roofs  purchased.  There  must  be  some  car  roofs 
that  are  most  efficient;  the  Government  records  to  show  the  first  cost  of  car  roofs, 
plus  their  maintenance  expense,  in  relation  to  their  life  and  service  rendered,  would 
determine  the  most  efficient  types  of  car  roofs  to  use.  The  keeping  of  records  on  car 
roofs,  to  determine  their  relative  efficiency  does  not  call  for  any  elaborate  or  expensive 
scheme.  It  would  simply  mean  the  further  distribution  and  arrangement  of  the 
present  railway  records,  by  the  statistician  of  the  Interstate  Commerce  Commission. 

Under  our  present  system  the  car  repair  man,  who  has  charge  of  car  repairs,  makes 
out  his  repair  card,  showing  the  car  owner,  car  number,  the  material,  time  and  class  of 
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repairs  made.  In  the  case  of  roof  repairs,  tlie  cost  is  shown  by  material  used  and  time 
consumed,  and  it  is  to  be  noted  that  not  only  is  there  an  expenditure  of  time  by  the 
repair  men  for  which  he  receives  his  wages,  but  the  car  is  out  of  service  and  not  earning 
money.  It  may  be  necessary  to  provide  another  car  to  take  its  place,  at  least  tempora- 
rily; if  not,  the  shipper  must  wait  until  the  car  is  repaired. 

"Referring  directly  to  the  car  repair  card,  a  carbon  of  the  car  repair  man's  report, 
going  to  a  central  bureau,  would  make  possible  with  comparatively  small  expense, 
the  coordinating  and  compiling  of  indisputable  records  as  to  the  performance  of  car 
roofs. 

What  is  true  of  the  car  roof  is  true  of  other  classes  of  car  or  railway  equipment.  Xot 
only  would  exact  records  of  the  performance  of  railway  e([uipment  compiled  under 
Government  supervision  be  of  direct  value  and  help  to  railway  managements  in  the 
purchasing  of  equipment,  but  there  would  be  an  indirect  though  positive  effect  upon 
the  morale  of  railway  employees.  A  constant  bettering  of  locomotive  performance, 
better  and  stronger  cars,  more  efficient  equipment  in  terminals,  would  have  an  effect 
upon  the  man  employed.  Even  a  trackman  does  better  work,  and  wants  to  do  better 
work,  with  lietter  tools,  and  as  to  what  constitutes  good  track  tools  is  found  by  keeping 
a  record  of  the  service  rendered  by  such  tools. 

Manufacturers  of  railway  equipment,  when  confronted  by  authoritative  records  as 
to  the  service  of  their  product,  would  place  the  emphasis,  not  on  the  sales,  but  on 
the  manufacturing  end,  and  strive  not  to  sell,  but  to  improve  railway  equipment. 
Improved  railway  equipment  would  mean  increased  sales  to  the  manufacturers,  but 
more  than  that,  improved  railway  equipment  would  have  a  direct  and  positive  effect 
on  freight  rates  and  make  for  better  and  safer  railway  service. 

The  exact  and  authoritative  data  to  be  obtained  from  Government  records  of  the 
performance  of  railway  equipment,  would  not  .'stifle  initiative  on  the  part  of  the  indi- 
vidual railroad,  but  rather  would  stimulate  it  so  that  we  would  not  only  retain  all  the 
value  resulting  from  ))rivate  ownershi])  but  would  add  to  it.  (to\-ernment  records  of 
the  performance  of  railway  equipment  would  (|uickly  ,><how  to  the  investing  public 
which  road  was  making  the  best  showing  in  the  purchase  of  equipment  and  the 
reflected  good  management  would  insjnre  contidence  in  that  property  from  an  invest- 
ment standpoint.  Shippers  would  prefer  such  a  road  o\er  which  to  route  their 
freight,  because,  loijically,  decreased  damage  claims  and  more  prompt  shipment  would 
follow  efficient  equipment.  The  traveling  public  would  naturally  conclude  that  the 
road  that  made  the  be.«it  showing  in  its  e(|uipment,  which  is  also  a  guaranty  of  safety, 
would  be  the  most  desirable  road  over  which  to  travel.  Manufacturers  looking  for 
locations  for  new  industrial  plants  would  naturally  conclude  that  along  the  line  of 
such  a  railroad  they  could  ])lace  their  bu.-iiness  to  the  greatest  advantage. 

Railroads  would  naturally  vie  with  each  other  in  the  endeavor  to  make  the  best 
records,  resulting  in  still  further  bettering  of  railway  e(iuipment.  Instead  of  a  variety 
of  ideas  on  many  different  railroads  finding  their  expression  in  a  \\-ide  variation  of 
railway  equipment,  there  would  be  a  ([uick  adoption  of  the  best  ideas  regarding  rail- 
way e(|uipment,  as  reflected  in  the  authoritative  and  dei>endable  data  as  obtained 
by  the  exact  records  kept  by  the  Government. 

Finally,  what  I  have  outlined  is  but  a  brief  suggestion  as  to  the  handling  of  one  of 
the  many  problems  of  railroading  confronting  your  committee.  The  place  ci\iliza- 
tion  occupies  is  due  to  the  use  we  now  make  of  the  exact  data  secured  through  observa- 
tion and  .studies  of  other  men  in  the  centuries  gone.  In  a  word,  mankind  has  kept  a 
record  and  our  knowledge  and  efficiency  are  the  result.s  of  such  records. 

(The  matter  submitted  by  Mr.  Beiiiamiii  Catcliiiigs,  of  the  Federal 
Trade  Commission,  appears  in  full  below,  as  follows:) 

Feder.\l  Trade  rcviMissioN. 

Washington,  February  IS,  1919. 
Hon.  Ellison  D.  SMrrn, 

('hdirinan  Interstate  Commerce  Committee, 
United  States  Senqte, 
Waskinc/ton,  D.  C. 
De.\r  Sen.\tor  S.mith:  I  now  avail  myself  of  th»»  privilege  of  tiling  a  nicnmranduin 
on  the  railway  problem  as  per  your  letter  of  December  28.  191 S.     So  far  as  I  can  see 
it,  the  intricacies  of  the  tangle  are  such  that  the  presiMit  Congress  can  not  arrive  at 
its  solution.     1  do  not  wish  to  adtl  to  your  burden,   but  have  herewith  inclosed  a 
draft  of  a  concurrent  resolution  which  would  pro\id(>  for  the  appointment  of  a  special 
commission,  which  would  be  entitled  to  cooperation  of  the   Interstate  roininerce 
Connnission,  the  Railway  Administration,  and  the  railway  employees  in  arriving  at 
some  plan  which  could  be  acted  uj^on  by  the  next  Congress. 
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The  one  thing  which  seems  to  stand  out  above  all  others  is  that  if  the  Government 
is  to  except  railways  from  the  law  and  provide  for  adequate  governmental  coopera- 
tion in  their  financing,  then  the  right  of  the  railroad  stockholders  to  unlimited  divi- 
dends ought  to  be  eliminated  by  some  voluntary  agreement  on  their  part  as  to  the 
amount  which  will  be  paid  to  stockholders  as  dividends,  or  else  their  surrender  of 
their  stock  certificates  for  participation  certificates  or  other  securities  which  would 
entitle  them  to  a  certain  definite  return  upon  an  agreed  valuation  of  their  respective 
stocks.  Their  right  to  unlimited  dividends  is  of  no  earthly  value  to  them  since  the 
decision  of  the  Supreme  Court  limiting  the  profits  of  their  companies  to  a  fair  return 
upon  a  fair  valuation. 

The  problem  of  valuation  is  so  intricate  that  it  can  not  possibly  be  arrived  at  by 
mathematical  and  judicial  decisions.  It  must  finally  wind  up  in  a  compromise 
anyway,  and  that  will  be  so  far  distant  as  to  complicate  the  present  necessities  of  the 
case.  So  far  as  I  can  see  it,  we  can  not  very  well  make  real  progress  in  the  problem 
unless  this  question  is  gotten  out  of  the  way.  The  market  over  a  given  number  of 
years  provides  about  as  fair  an  idea  of  valuation  of  a  stockholder's  equity  as  could 
possibly  be  found,  and,  while  wedded  to  no  particular  period,  if  we  should  take  any- 
where from  3  to  10  years  prior  to  the  war  and  strike  an  average  we  would  get  a  figure 
which  would  be  materially  above  the  present  market  values  of  railway  stocks,  and 
somewhere  between  the  two  must  be  the  basis  for  compromise  of  the  entire  question. 

Thanking  you  for  your  consideration  of  this  matter. 
Yours,  very  truly, 

Benjamin  Catchings. 

JOINT  RESOIjUTION  (Senate)  Author! dna;  the  apDointment  of  a  special  commission  on  plans  for  the 
settlement  of  the  American  railway  problem. 

Resolved  by  the  Senate  and  House  of  Representatives  of  the  United  States  of  America  in 
Congress  assembled.  That  the  President  be.  and  he  hereby  is.  authorized  to  appoint 

a  commission  of  — members,  whose  duty  it  shall  be  to  study,  formulate,  and  report 

as  speedily  as  it  may  be  done  upon  a  plan  for  a  compromise  valuation  of  the  stock- 
holders eciuity  in  each  American  railway  company,  a  compromise  valuation  of  the 
equity  of  secvu'ity  holders  of  all  such  companies  where  such  securities  are  selling  at  a 
material  disparity  below  the  interest  return  at  which  they  were  originally  issued;  a 
plan  for  the  Federal  incorporation  of  one  or  more  Federal  railway  corporations  with 
powers  to  acquire  such  stocks,  or  any  of  them,  and  such  securities  selling  at  such  a 
disparity  and  to  lease  or  otherwise  acquire  and  operate  all  railway  properties,  the 
control  or  operation  of  which  may  be  acquired  under  such  plan,  with  such  proAdsion 
for  Federal  participation  in  the  management  thereof  as  may  seem  proper. 

The  commission  shall  have  authority  to  summon  all  stockholders  and  the  holders 
of  such  securities  selling  at  such  disparity,  to  appear  before  the  commission  in  person 
or  by  depository  committees,  authorized  to  formulate  an  agreement  of  voluntary 
valuation  of  their  respective  equities  in  such  railways  mth  a  voluntary  limitation  of 
dividends  and  returns  upon  such  stocks  and  securities  or  for  the  transfer  thereof  in 
exchange  for  such  stocks,  securities,  or  certificates  of  participation  as  may  be  provided 
in  such  agreements  to  be  issued  by  such  Federal  railway  company  or  companies. 
Such  agreements  when  formulated  to  become  biuding  for  at  least  one  year  pending 
action  thereon  by  <"ongress  upon  such  stockholders  or  seciuity  holders  unless  within 
thrity  days  from  the  gi"vdng  of  notice  of  such  formulation  a  majority  of  the  stockholders 
or  of  such  security  holders  signify  their  dissent  therefrom. 

The  commission  shall  make  report  also  of  its  recommendations  as  to  additional 
legislation  or  amendments  to  existing  legislation  for  the  better  control  and  regulation 
of  American  railway  companies,  including  some  method  of  definite  assurance  to 
railway  investors  of  a  fixed  limited  reasonable  return  upon  their  stocks  or  securities 
where  they  have  been  so  valued  by  compromise  agreements,  and  limited  as  to  return 
or  are  to  be  acquired  by  such  Federal  incorporations. 

Sec  2.  That  said  commission  shall  have  authority  to  aj^point  a  secretary,  an  attor- 
ney, and  to  call  upon  and  receive  from  the  various  depaitments  of  the  Government 
or  any  of  them  and  from  any  governmental  administrative  commission  the  loan  of 
such  clerical  or  other  assistance  as  may  be  requisite  and  necessary.  The  commission 
may  also  accept  the  voluntary  services  of  such  committees  as  it  may  appoint  to  aid  it 
in  its  undertaking,  and  also  such  assistance  as  may  be  offered  by  the  railway  companies 
or  any  of  them. 

Sec  3.  The  Interstate  Commerce  Commission,  the  various  State  railway  commis- 
sions, and  the  several  railway  companies  affected  shall  be,  and  others  may  be,  per- 
mitted to  be  parties  to  and  be  heard  or  allowed  to  file  briefs  before  the  said  commission. 
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Sec.  4.  The  commission  shall  proceed  with  all  diligence  and  dispatch  to  conclude 
its  said  reports  if  possible  within  ninety  days  from  the  adoption  of  this  concurrent 
resolution. 

Sec.  5.  That  for  the  payment  of  compensation  and  expenses  of  the  members  of 
said  commission  and  of  its  secretary,  and  for  the  payment  of  the  expenses  incurred  in 
carrying  out  the  purposes  of  this  act,  there  is  hereby  appropriated,  out  of  any  money 

in  the  Treasury  not  otherwise  appropriated,  the  sum  of ,  or  so  much  thereof 

as  may  be  necessary,  but  payments  for  compensation  either  to  the  individual  members 

of  said  commission  or  to  said  secretary  and  attorney  shall  not  exceed  the  sum  of ■ 

per  day  for  the  time  actually  devoted  to  said  enterprise. 


MEMORANDUM    ON   THE    RAILWAY   PROBLEM. 

It  seems  practically  impossible  to  expect  legislation  at  the  present  Congress  which 
would  sjlve  the  railway  riddle.  The  present  committee  have  accumulated  a  mass  of 
testimony  and  data  which  with  that  of  the  joint  committee  and  general  information 
on  the  subject  of  railway  valuations  gathered  by  the  Interstate  Commerce  Commission 
would  furnish  a  background  for  the  work  of  a  special  joint  commission  to  be  appointed 
at  the  close  of  the  present  session,  especially  authorized  to  formulate  plans  for  the 
solution  of  the  problem  to  be  acted  upon  by  the  next  Congress. 

Various  plans  which  have  been  submitted  to  Congress  all  call  for  cooperative  action 
by  the  Government  in  favor  of  the  railways  and  for  various  legislative  modifications 
which  are  different  from  the  treatment  of  other  industries.  These  benefits  expected 
from  the  public  and  the  exceptions  which  seem  to  be  necessary  should  be  preceded  by 
some  definite  limitation  of  dividends  to  railway  stockholders  and  others  whose  securi- 
ties would  be  built  up  by  the  Government's  cooperation.  The  present' market  value 
of  railway  securities  is  measurably  below  the  market  prices  at  which  railway  stocks 
and  bonds  sold  prior  to  the  war,  and  there  must  be  some  ready  basis  of  compromise 
which  would  be  acceptable  both  to  the  railway  investor  and  to  public  authorities. 
This  can  only  be  ascertained,  however,  by  ha\i.ng  each  group  of  stockholders  partici- 
pate in  the  appointment  of  a  committee  which  could  confer  with  a  special  commission 
and  arrive  at  some  plan  for  the  valuation  of  the  stockholders'  equity. 

The  efforts  at  the  valuation  of  the  physical  properties  which  have  been  going  on  for 
some  years  are  still  far  distant  from  completion,  and  it  is  estimated  by  those  in  touch 
with  the  situation  that  at  least  five  years  more  vdW  be  necessary  before  the  values 
are  finally  determined  and  reviewed  by  the  courts,  who  will  undoubtedly  be  the 
final  arbiters  in  the  situation  unless  some  compromise  is  arrived  at  meanwhile.  With 
the  rapid  changes  in  value  and  the  cost  of  reproduction,  it  is  doubtful  if  any  figures 
which  have  been  or  can  be  gathered  would  result  in  a  mathematic  and  judicial  valua- 
tion more  satisfactory  than  one  which  could  be  presently  arrived  at  as  a  result  of  a 
friendly  cooperation  to  that  end  on  the  basis  of  some  figure  somewhat  above  the 
present  market  value  and  yet  which  takes  into  consideration  the  market  prices  of 
railway  stocks  over  a  period  of  years  or  at  some  specific  date  removed  from  the  arti- 
ficial depression  which  seems  to  have  followed  the  outbreak  of  the  war.  The  heavy 
expense  of  regulation  should,  in  my  opinion,  be  in  part  borne  by  the  railway  com- 
panies through  the  intervention  of  such  public  directors  and  officers  as  may  be  nec- 
essary, centering  in  a  railway  commission  or  a  department. 

One  feature  which  undoubtedly  should  be  provided  for  by  legislation  is  for  the 
certiorari  of  proceedings  before  state  commissions  which  involve  interstate  com- 
merce or  which  interfere  with  Federal  legislation.  This  could  be  accomplished  by 
permitting  the  Federal  regulating  body  to  re  [uire,  either  directly  or  by  an  applica- 
tion to  court  required,  as  in  cases  of  certiorari,  and  all  matters  pending  in  a  given  case 
should  be  certified  to  the  Federal  body. 

Concrete  suggestions  on  tying  in  and  utilizing  the  State  commissions  in  the  system 
of  Federal  regulation  are  well  worthy  of  consideration,  but  to  merely  add  such  sug- 
gestions to  the  mass  of  papers  and  information  before  the  present  committee  would 
not  be  helpful.  I  had  intended  making  a  study  of  the  recent  railway  contracts  and 
charters  which  have  been  developed  upon  the  principle  of  automatic  rate  regula- 
tion based  upon  the  condition  of  a  reserve  fund,  coupled  with  public  regulation 
through  participation  in  the  affairs  of  the  company,  based  upon — 

(1)  Limitation  of  dividends  to  common-stock  holders. 

(2)  Automatic  decrease  or  increase  of  rates,  dependent  on  the  depletion  or  aug- 
mentation of  an  established  reserve-fund  barometer. 

(3)  The  intervention  of  public  directors. 

This  task  has  been  saved  me  by  the  very  carefully  prepared  article  of  Mr.  L.  R. 
Nash,  of  the  Stone  &  Webster  Co.,  of  Boston,  entitled  "Recent  developments  in 
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service  at  cost  franchises  for  utilities."  I  have  obtained  a  reprint  of  tjiis  article 
from  the  Stone  &  Webster  Journal,  which  T  attach  to  this  memorandum.  I  am  sure 
that  a  consideration  thereof  may  be  helpful.  It  is  unquestionably  necessary  that 
public  money  be  spent  in  a  very  large  way  in  the  railway  development  of  tracks 
and  facilities  for  the  next  10  years,  and  it  is  necessary  to  the  growth  of  the  country 
that  the  granger  lines  and  those  which  are  not  able  to  exist  under  present  "average" 
regulatory  practices  should  be  kept  going.  Investors  in  railways  should  be  definitely 
assured  of  a  fair  return  upon  their  stocks.  The  country  can  not  be  held  back  in  its 
development  through  further  differences  of  opinion  and  pending  the  working  out 
of  theoretic  valuations  which  could  be  accomplished  on  a  just  basis  immediately 
and  afford  a  basis  for  adequate  cooperation  in  the  railway  situation. 

I  annex  a  rough  draft  of  my  views  as  to  the  only  form  of  legislation  which  might 
be  practicable  at  this  late  day  in  the  session. 

Respectfully  submitted. 

Benjamin  Catchings. 


Recent  Developments  in  Service-At-Cost  Franchises  for  Utilities. 

PRINCIPAL  provisions  OP  VARIOUS  SERVICE-AT-COST  FRANCHISES  OF  ELECTRIC  RAIL- 
WAY COMPANIES  DESCRIBED  WITH  GREAT  CARE  AND  COMPARED  AS  TO  RESULTS — 
AUTHOR  THEN  DRAWS  CONCLUSIONS  AS  TO  MOST  DESIRABLE  FORMS  OF  A  SERVICE-AT- 
COST    FRANCHISE. 

[By  L.  R.  Nash,  Stone  &  Webster,  Boston,  Mass.] 

The  year  1918  witnessed  a  noteworthy  development  in  railway  franchises,  in  which 
the  fundamental  feature  is  the  rendering  of  service  at  actual  cost.  Franchises  of  this 
kind  are  not  new  in  the  United  States,  their  use  covering  a  period  of  more  than  10 
years,  but  until  quite  recently  their  number  has  been  very  small  and  the  results  of 
their  operation  not  wholly  satisfactory.  The  new  franchises  drawn  during  the  past 
year  have  attempted  to  cure  the  defects  which  have  developed  from  experience  with 
the  earlier  models  and  are  of  further  interest  through  their  reflection  of  the  changes 
in  economic  thought  applicable  to  public  utilities. 

Further  attention  to  this  subject  has  doubtless  been  stimulated  recently  by  the 
serious  financial  difficulties  which  have  befallen  the  electric  railway  industry  since 
the  civilized  world  took  up  its  sword  in  defense  of  justice  and  freedom.  As  a  rule  the 
railways  have  found  a  5-cent  fare  insufficient  to  cover  war-time  costs  of  service,  and 
have  attempted  to  secure  higher  rates.  Many  of  them  operated  under  long-term 
franchises  limiting  fares  to  the  established,  conventional  rate,  which  presumably  held 
promise  of  profit  when  originally  adopted.  Rapid  extensions  and  improvement  of 
service,  transfer  privileges  and  other  concessions  have  kept  pace  with  or  outstripped 
natural  increases  in  business  and  efficiency  to  such  an  extent  that  the  present  crisis 
has  been  encountered  wdth  entirely  inadequate  reserves. 

While  many  municipalities  have  unwisely  insisted  that  franchise  fare  limitations 
must  be  strictly  observed  regardless  of  consequences,  others  with  breadth  of  vision 
have  recognized  unprecedented  conditions  and  the  essential  part  that  transportation 
plays  in  our  civic  and  national  activities.  Some  of  these  latter  cities  have  also  taken 
the  precaution  to  go  bevond  the  bare  necessities  of  a  present  fare  increase  and  have 
limited  the  increase  to  the  period  of  abnormal  conditions.  A  few  of  them  have  gone 
further  and  provided  that  the  subsequent  reduction  shall  be  proportional  to  the  change 
in  conditions;  in  other  words,  they  have  prepared  new  franchises  embodying  the 
service-at-cost  principle. 

Within  a  period  of  a  little  more  than  a  year  agreements  have  been  reached  between 
municipalities  and  electric  railways  with  respect  to  service-at-cost  franchises  in  the 
follomng  large  American  cities:  Dallas,  Tex.;  Philadelphia,  Pa.;  Montreal,  Quebec; 
Chicago,  111.,  and  Cincinnati,  Ohio.  The  service-at-cost  principle  has  been  applied  by 
legislative  acts  to  the  Boston  Elevated  Railway  and  the  Bay  State  system  and  made 
available  to  all  other  street  railways  in  Massachusetts.  Negotiations  looking  to  its 
adoption  have  been  in  progress  in  other  widely  scattered  communities,  notably  St. 
Louis  and  the  Twin  Cities.  Cities  in  which  similar  franchises  have  been  in  use  for 
longer  periods  include  the  following:  Chicago,  111.  (surface  lines);  Cleveland,  Ohio; 
Des  Moines,  Iowa;  Kansas  City,  Mo. 

Not  all  these  so-called  service-at-cost  franchises  provide,  strictly  speaking,  for  the 
base  cost  of  the  service  and  no  more  in  the  prescribed  revenue.  Some  of  them  embody 
the  sliding  scale  of  rates  and  return  in  use  by  the  Boston  Consolidated  Gas  Company 
and,  more  extensively,  in  England,  but  in  a  comparatively  restricted  way.  Others 
provide  for  a  distribution  of  profits  between  city  and  railway.  Where  the  city  is 
required  to  use  its  proportion  for  imjjrovements,  extension  or  ultimate  purchase  of 
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the  railway,  service-at-cost  still  obtains  in  the  long  run.  although  present  patrons  help 
to  pay  the  cost  of  future  service.  Where  the  city  is  not  restricted  in  the  use  of  its  pro- 
portion of  the  profits  or  imposes  a  special  rental  or  franchise  tax,  the  principle  in  ques- 
tion is  departed  from  and  the  prescribed  fares  cover  service-at-cost  plus  an  abnormal 
part  of  the  city's  administrative  expenses. 

The  need  of  increased  fare  has  not  as  yet  been  the  primary  motive  behind  the 
negotiation  of  most  of  these  franchises,  but  rather  the  impending  expiration  of  old 
grants  or  the  requirements  of  reorganization,  but  the  example  .set  in  Massachusetts, 
where  additional  revenue  was  practically  the  sole  object  of  the  service-at-cost  legisla- 
tion, \vill  doubtless  be  followed  in  other  communities  in  the  near  future. 

It  is  the  purpose  of  this  discussion  to  .-^et  forth  and  compare  the  distinctiAe  features 
of  the  various  franchises  referred  to  above,  to  indicate  tho.^^e  features  which  have  found 
general  or  recent  favor,  and  to  criticize  those  which  are  illogical  or  economically 
unsound,  to  the  end  that  an  interested  reader  may  assemble  such  features  as  appeal 
to  him  as  the  foundation  of  a  model  service-at-cost  franchise. 

Inasmuch  as  many  important  features  of  these  various  franchises  were  influenced 
or  controlled  by  past  franchise  history  and  other  local  conditions,  a  brief  statement 
of  each  local  situation  may  throw  some  light  upon  the  comments  on  franchise  features 
which  follow. 

SOME    PIONEER    SERVICE-AT-COST   FRANCHISES   DESCRIBED. 

The  Chicago  franchises,  granted  in  1907  in  substantially  identical  general  terms  to 
the  two  principal  surface  railways  serving  the  city,  were  renewals  of  sundry  old 
grants,  some  of  which  had  already  expired,  and  others  were  nearing  expiration. 
Extended  exploitation  of  some  of  these  old  franchises  and  alleged  exhorbitan  profits 
therefrom  impelled  the  city  to  devise  certain  safeguards  against  future  similar  possi- 
bilities. The  result,  reached  after  long  controversy  and  exhaustive  study,  was  our 
first  noteworthy  franchise  of  the  service-at-cost  form.  The  two  principal  railways, 
with  subsidiaries,  were  later  combined  for  ojjerating  purposes  into  a  unified  surface 
system. 

The  acquisition  of  the  Chicago  elevated  lines  by  the  same  ownership  and  the  neces- 
sary future  association  therewith  of  the  comprehensiA'e  system  of  subways  projected 
by  the  city,  led  logically  to  the  drafting  of  a  new  consolidated  franchise  covering 
the  existing  local  transportation  facilities  and  the  leasing  of  the  subways  to  be  built 
and  owned  by  the  city.  This  franchise,  which  had  the  indorsement  of  the  business 
interests  of  the  city,  was  passed  by  the  city  coujicil  in  August,  1018.  but  was  rejected 
at  a  referendum  on  November  5,  11)18,  the  opposition  being  led  by  certain  political 
and  labor  elements.  The  city  retained  Walter  L.  Fisher  as  special  counsel  in  con- 
nection \\ith  the  extended  negotiations,  he  having  also  served  in  the  drafting  of  the 
1907  franchises.  Because  the  consolidated  franchise  draft  eml)odies  so  many  features 
which  will  doubtless  have  a  place  in  future  franchise  negotiations,  it  has  been  included 
in  this  discussion  to  the  same  extent  as  if  it  had  l)ecome  effective. 

The  second  franchise  of  this  class,  granted  in  1909  to  the  Cleveland  Railway  in 
renewal  of  ex])ired  and  (expiring  grants,  conforms  more  nearly  to  modern  service-at-cost 
standards.  It  was  the  outcome  of  years  of  l)itter  struggle,  uni>aralleled  in  the  street 
railway  history  of  this  country,  involving  receivershii^,  municijial  competition, 
demoralization  of  service,  and  wreckage  of  ])hysical  property,  in  which  Tom  L. 
Johnson  played  a  dominant  part. 

In  1914,  Kansas  City,  Mo.,  grantful  a  new  franchise  to  the  Kansas  City  Railways, 
organized  to  succeed  the  Metropolitan  Street  Railway  theix  in  the  hands  of  receivers. 
Reorganization  and  other  necessary  formalities  delayed  the  ])utting  into  effect  of  this 
franc'liise  initil  February  15,  191(5,  when  the  Kansas  ("ity  Railways  began  operation. 
A  substantial  ])ortion  of  its  provisions  became  effective,  however,  immediately  after 
its  passage  on  July  7,  1914,  and  continued  in  effect  throughout  the  receivershiji.  The 
primary  motive  in  granting  the  new  franchise  was  to  secure  much-needed  extension 
and  improvements  which  the  company  was  unable  to  finance  under  the  old  franchise, 
which  had  only  a  few  more  years  to  run. 

The  Des  Moines  (Iowa)  City  Railway  started  operations  un<ler  its  new  franchise 
on  January  1,  1916.  Its  old  franchises  had  expired  and  negotiations  looking  to  re- 
newals had  been  carried  on  with  the  city  covering  a  i)eriod  of  10  years.  Progress  had 
been  unsatisfactory  and  receivership  followed.  Finally  the  coiu't  lixed  a  period  of 
two  years  within  which  the  city  and  company  must  come  to  ai\  agreement,  failing 
which  the  city  would  1)0  deprived  of  street  car  service  and  the  company  would  be 
required  to  remove  its  property  from  the  streets.  The  agreement  herein  referred  to 
was  accordingly  made.  It  lacks  some  of  the  modern  features,  but  still  ha,><  others  of 
interest. 
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In  1916,  Dallas,  Tex.,  passed  a  new  franchise  which  became  effective  on  October  1 
of  the  following  year.  It  provides  for  the  consolidation  of  three  existing  local  com- 
panies into  the  Dallas  Railways  and  the  leasing  of  local  lines  of  another  company. 
It  replaced  old  franchises  having  only  a  few  years  to  run  under  which  the  logical 
development  of  the  properties  had  been  retarded . 

The  new  Philadelphia  franchise,  passed  on  January  3,  1918,  has  for  its  primary 
object  the  lease  of  the  city's  subway  and  elevated  system  by  the  Rapid  Transit  Co., 
and  the  unified  operation  of  surface  and  rapid  transit  lines.  It  supplements  a  grant 
made  in  1907  which  remains  in  effect  except  as  modified  by  the  new  one.  This 
franchise  is  now  awaiting  approval  by  the  Pennsylvania  Public  Service  Commission 
before  becoming  effective. 

In  1916  the  Montreal  Tramways  found  itself  in  need  of  additional  or  extended 
franchise  rights  and  started  negotiations  with  the  city  officials  for  such  rights.  Opposi- 
tion developed  and  finally  led  to  the  appointment  by  the  provincial  government  of  a 
commission  to  inA'estigate  the  situation  and  draft  a  franchise,  fair  alike  to  the  company 
and  to  the  communities  served.  This  novel  procedure  removed  the  question  from 
the  field  of  local  influence  and  politics,  which,  in  many  cases,  including  one  referred 
to  above,  have  prevented  just  settlements.  The  franchise  recommended  by  the 
commission,  with  some  modification,  was  approved  by  the  city  and  accepted  by  the 
company  on  January  28,  1918. 

On  August  23,  191 8,  the  city  of  Cincinnati  passed  an  ordinance  amending  the  existing 
franchise  of  the  Cincinnati  Traction  Co.,  granted  in  1896  and  continuing  until  1931,  to 
provide  for  higher  fares  and  closer  regulation.  The  proceeding  was  started  by  a  peti- 
tion from  the  company  asking  for  permission  to  increase  its  fares  to  compensate  in  part 
for  war-time  increases  in  cost  of  labor  and  materials.  The  amended  franchise,  which 
became  effective  in  September,  did  not  grant  an  increase  immediately  but  defined 
the  procedure  under  which  it  may  automatically  become  effective  in  the  near  future. 

On  May  22,  1918,  the  Massachusetts  Legislature  enacted  a  measure  providing  for 
public  control  of  the  affairs  of  the  Boston  Elevated  Railway  for  a  period  of  not  less 
than  10  years.  The  sole  object  of  this  act  was  to  effect  financial  and  physical  rehabili- 
tation of  the  system,  and  to  this  end  a  5-cent  fare  limitation  in  the  company's  charter 
was  removed.  As  this  charter  embodied  the  company's  operating  rights  not  only  in 
Boston  but  in  a  large  tributary  area,  the  amendment  of  these  rights  was  logically  a 
matter  of  State  legislation.  This  act  was  duly  accepted  and  became  effective  on 
July  1,  1918,  and  promises  long-needed  relief  from  the  burdens  of  expanding 
rapid  transit  facilities  which  could  no  longer  be  carried  by  a  fixed  5-cent  fare.  The 
act  provides  that  if  the  property  is  returned  to  private  management  it  shall  not  there  - 
after  be  subject  to  public  regulation  which  will  deprive  it  of  sufficient  income  to  meet 
the  cost  of  ser^dce,  as  defined  in  the  act.  On  June  3, 1918,  the  Massachusetts  Legisla- 
ture passed  a  similar  measure  applicable  to  the  Bay  State  Street  Railway,  which  serves 
a  large  proportion  of  the  urban  and  rural  population  of  eastern  Massachusetts.  It 
purpose  was  substantially  the  same  as  in  the  case  of  the  Boston  elevated  bill,  the  Bay 
State  system  having  for  some  time  been  in  the  hands  of  a  receiver.  Management  of 
this  property  has  not  yet  been  taken  over  by  trustees  because  it  has  so  far  been  im- 
possible to  organize  and  finance  the  new  operating  company  contemplated  by  the  act 
to  take  over  the  Bay  State  property. 

About  the  same  time  the  Massachusetts  Legislature  also  enacted  a  general  measure 
under  which  any  other  street  railway  in  the  State  may  voluntarily  accept  a  service- 
at-cost  plan  of  operation  under  State  supervision.  This  is  further  referred  to  herein 
as  the  ' '  Massachusetts  act. ' '  It  has  so  far  not  been  accepted  by  any  of  the  railways  to 
which  it  is  applicable,  primarily  on  account  of  the  present  difficulty  of  setting  up  in 
advance  the  required  reserve  fund.  The  procedure  first  embodied  in  these  several 
Massachusetts  measures,  of  transferring  the  control  of  public  utilities  from  private 
management  to  trustees  representing  the  public,  was  the  result  of  a  desperate  need  of 
action,  prompt,  far-reaching,  and  fearless,  which  would  be  accepted  by  a  critical 
public  with  far  less  protest  when  coming  from  their  own  appointees  than  from  private 
officials,  so  often  assumed  to  be  under  control  of  financial  interests.  This  review  of 
recent  agreements  might  properly  include  the  so-called  "dual  subway"  contracts 
under  which  the  new  subways  in  New  York  will  be  operated.  They  are  omitted 
because  they  are  not  in  general  effect,  and  the  division  of  profits  provided  for  therein 
does  not  differ  essentially  from  that  in  effect  or  contemplated  in  other  cities  whose 
railway  franchises  are  described. 

Passing  from  this  historical  review,,  it  is  now  in  order  to  consider  more  in  detail  the 
distinclive  features  of  the  various  service-at-cost  franchises.  With  so  many  elements 
common  to  all,  the  logical  procedure  is  adopted  of  arranging  the  description  and  dis- 
cussion by  elements,  with  a  statement  of  the  peculiar  features  of  each  appearing  in 
the  different  franchises.  General  provisions,  applicable  to  any  form  of  franchise,  are 
omitted  unless  they  assume  special  significance  in  the  form  under  discussion. 


1406      EXTENSION   OF   GOVERNMENT   CONTROL   OF   RAILROADS. 

LIFE    OF   FRANCHISE. 

Most  of  these  franchises  do  not  differ  from  the  older  forms  in  the  length  of  their  term, 
which  in  many  cases  is  limited  by  State  legislation,  other  than  to  provide  for  earlier 
termination  by  municipal  purchase  as  elsewhere  described.  The  Chicago  consoli- 
dated franchise  is  of  the  indeterminate  form,  as  are  those  in  Massachusetts,  in  accord- 
ance with  the  established  practice  in  that  State.  The  Dallas  franchise  has  a  fixed 
initial  term  of  10  years,  after  which  it  continues  without  limit  except  for  purchase 
provisions. 

The  advantages  of  unlimited  life,  in  avoiding  amortization  of  investment  in  excess 
of  adec[uate  provisions  for  depreciation,  and  in  not  discouraging  improvements  and 
extensions  at  any  period,  are  too  obvious  to  need  elaboration. 

VALUATION. 

Under  one  name  or  another  all  the  franchises  herein  considered  embody  an  amount 
used  as  the  basis  of  return  to  investors.  In  most  cases  the  same  amount,  or  another 
derived  from  it,  is  established  as  the  price  for  municipal  purchase.  The  term  ''cap- 
ital value,"  used  in  some  of  the  franchises,  is  adopted  herein  to  designate  the  rate 
base.  With  respect  to  the  initial  capital  value,  the  different  franchises  show  a  wide 
range  as  compared  with  the  actual  investment  or  normal  cost  of  reproduction.  The 
approximate  initial  amount  per  mile  of  track  is  shown  for  a  number  of  the  service- 
at-cost  cities  in  an  accompanjdng  table. 

Table  I.— Initial  capital  value,  in  approximate  figures,  per  rnile  of  single  track  of  vari- 
ous service-at-cost  electric  railways. 

Chicago  (] 907) $92, 000  \  Dallas  (no  power  station) $65, 000 

Cleveland 98,000     Montreal 139,000 

Kansas  City 132,  000  I  Cincinnati 13S,  000 

Des  Moines 54, 000  i 

The  Chicago,  1907,  surface  franchises  contain  capital  values  fixed  by  a  commission 
after  a  careful  appraisal  of  the  properties  and  determination  of  their  physical  condi- 
tion. The  values  adopted  were  the  "pr(S"nt  value,"  or  ceist  of  reproduction,  less 
depreciation.  There  has  been  freeiuent  criticism  of  these  values,  much  of  it  in  con- 
nection with  the  recent  franchise  campaign,  as  being  too  lil)eral.  A  careful  study 
of  the  figur.  s  does  bot  furnish  support  for  such  critie'isms.  The  physical  value  allowed 
for  the  two  principal  syst(  ms  was  less  than  75  per  cc  nt  of  their  combined  cost  of  repro- 
duction. The  amounts  aeleled  to  the  physical  values  for  franchise  valuts  and  other 
intangible  s,  bringing  the  compromised  total  up  to  $50,000,000,  were  comparatively 
small.  While  a  consieleraVile  propeirtiem  of  the  reconstructiein  ceists  during  the  initial 
rehabilitation  periods  was  charge-d  to  capital  value,  th(  re  is  every  n  ason  to  give 
creelenc(>  to  the  npinie)n  of  the  board  of  supe-rvising  engineers,  Chicago  Traction,  that 
"It  is  eloubtful  if  a  large  unified  traction  company  exists  in  this  country  to-elay  which 
contains  a  greater  p(Tcentage  of  actual  physical  value  in  its  capitalization." 

In  the  recently  rejected  consolielateel  franchis",  the  capital  value  was  fixed  as  the 
current  capital  value  of  the  surface  railways,  plus  a  value  for  the  elevatrel  lines  deter- 
mineel  in  a  manner  similar  to  that  originally  followed  with  thi^  surface  lines. 

The  original  Cleveland  capital  value  was  the  subject  of  extended  controversy  and 
is  still  freely  criticised  as  unfair  to  the  investors  in  the  property.  This  value  was 
fixed  by  Judge  Tayler,  the  arbitrator,  at  slightly  more  than  $24,000,000.  After 
deducting  the  outstanding  indebteelness,  there  remained  fe)r  the  stockholders  a  balance 
amounting  to  only  55  per  cent  of  the  par  value  of  their  holdings.  The  outstandino; 
stock  was  surrendered  and  new  certificates  were  issueel  fe)r  55  per  cent  of  the  original 
amounts.  The  45  per  cent  of  par  value  thus  wiped  out  amounted  to  $10,530,000. 
The  full  A'alue  of  all  outstanding  securities  was  only  slightly  in  excess  of  the  undepre- 
ciated value  fixed  in  the  appraisal,  which  was  the  basis  of  Judge  Tayler's  determina- 
tion. There  was  no  evidence  to  show  that  the  property  had  in  the  past  earned  a  depre- 
ciation reserve  or  a  fair  return  to  investors.  Without  such  evidence  there  is  no  eco- 
nomic justification  for  depreciation  of  value.     No  genng  value  element  was  included. 

The  Kansas  City  capital  value  was  determined  from  an  appraisal  made  in  1912. 
While  the  full  cost  of  reproduction  was  not  allowed,  the  depreciation  was  more  than 
offset  by  intangible  elements.  The  very  thorough  study  made  in  this  case  ol  early 
deficits,  franchise  values,  actual  investment,  market  ^•alues,  and  other  pertinent 
elements  is  worthy  of  very  careful  study  in  connection  with  future  franchise  settle- 
ments. Further  reference  will  be  made  in  this  article  to  the  intangible  elements, 
amounting  to  about  25  per  cent  of  the  full  capital  value. 
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The  initial  capital  value  included  in  the  Des  Moines  franchise,  $5,000,000,  was 
the  result  of  compromise  after  the  extended  negotiations  already  referred  to,  and  its 
relation  to  actual  investment  is  not  known.  It  was  only  slightly  less  than  the  then 
outstanding  capitalization. 

The  Dallas  value  was  also  the  result  of  compromise,  but  was  materially  below  the 
usual  standards.  It  was  about  80  per  cent  of  the  actual  investment  in  the  properties, 
which  corresponded  quite  closely  with  their  cost  of  reproduction.  A  large  going 
value  or  development  cost  was  entirely  ignored. 

No  new  values  were  established  in  the  recent  amendments  to  the  Philadelphia 
Rapid  Transit  franchise.  Actual  indebtedness  and  the  par  value  of  the  130,000,000 
of  capital  stock  approved  in  the  1907  franchise  plus  actual  expenditures  for  new 
facilities  form  the  basis  of  the  return  to  investors. 

The  capital  value  fixed  by  the  provincial  commission  for  the  Montreal  franchise 
was  in  fairly  close  agreement  with  the  company's  capitalization  and  is  believed  to  be 
approximately  equal  to  the  cost  of  reproduction  of  the  property. 

The  recent  amendment  to  the  Cincinnati  franchise  does  not  definitely  name  a  com- 
plete capital  value  for  rate  purposes  but  does  establish  a  base,  determined  by  appraisal, 
for  a  municipal  price. 

The  several  Massachusetts  railway  acts  considered  herein  recognize,  as  far  as  capital 
value  is  concerned,  the  long-established  custom  in  that  State  of  basing  return  and 
purchase  price  upon  actual  cash  investment,  "honestly  and  prudently  made,"  with- 
out deductions  for  depreciation  or  other  theoretical  factors  and  without  specific 
reference  to  the  form  of  securities  outstanding.  This  sane  policy,  adhered  to  by  the 
Massachusetts  commissions  in  the  face  of  widely  different  methods  advocated  in  other 
States  with  less  complete  regulatory  experience,  has  materially  increased  the  stability 
of  public  utility  investments  within  their  jurisdiction. 

Starting  with  the  initial  capital  values  as  herein  described,  a  continuous  record  is 
kept  for  purposes  of  return  or  purchase,  or  both.  The  procedure  is  in  most  cases 
similar.  Approved  additions  to  property  are  included  at  actual  cost  or  with  an 
arbitrary  allowance  for  certain  overhead  elements  such  as  supervision,  financing, 
etc.  Property  lost  or  rethed  is  similarly  deducted  from  capital  value,  logically  and 
usually  by  the  amount  representing  its  cost  or  other  value  previously  included  in 
capital  value.  In  the  case  of  Cleveland  this  practice  is  not  followed.  If  worn  out 
or  obsolete  elements  of  property  are  replaced  by  new  elements,  the  capital  value  is 
increased  only  by  the  excess  cost  of  the  new  elements  over  the  estimated  cost  of  the 
replaced  elements  new  at  the  time  of  replacement. 

The  property  included  in  the  initial  capital  value  was  entered  at  an  average  of  70 
per  cent  of  its  then  cost  of  reproduction.  If  it  were  withdrawn  from  time  to  time  at 
this  same  depreciated  value  and  replaced  by  new  property  at  full  value,  the  initial 
30  per  cent  depreciation  would  ultimately  disappear.  This  possibility  has  been 
carefully  avoided  and  the  initial  depreciation,  with  whatever  injustice  to  stockholders 
was  involved  therein,  will  always  remain,  although  subsequent  stockholders  are 
assured  a  continuous  return  upon  their  full  investment.  This  discriminatory  feature 
is  not  to  be  found  in  full  in  any  other  of  these  modern  franchises.  In  the  Dallas  fran- 
chise, which  embodies  a  similarly  depreciated  value,  this  Cleveland  provision  applies 
after  an  initial  rehabilitation  period  of  two  and  one-half  years  within  which  a  large 
amount  of  reconstruction  was  required,  including  those  elements  of  the  property 
which  had  experienced  maximum  depreciation. 

The  capital  value  set  up  in  these  franchises  includes,  or  has  added  to  it  for  rate 
purposes,  an  allowance  for  working  capital,  including  cash,  supplies,  net  current 
assets,  etc.  In  a  few  cases  a  distinct  fixed  sum  or  a  fixed  percentage  of  gross  revenues 
is  established,  but  more  commonly  the  amount  included  in  the  original  appraisal,  on 
which  the  capital  value  was  based,  is  continued  unless  or  until  a  larger  amount  is 
authorized. 

A  review  of  the  different  bases  of  capital  value  in  these  franchises  shows  a  prepon- 
derance in  favor  of  cost  of  reproduction  or  actual  investment  without  deduction  for 
accrued  depreciation.  Actual  investment  as  a  basis  for  rates  has  so  many  obvious 
and  logical  advantages  as  to  give  it  increasing  favor  in  regulatory  practice.  It  would 
probably  have  much  wider  use  but  for  the  difficulty  of  determining  it  from  the  rec- 
ords of  old  properties  which  may  have  been  through  many  reorganizations  or  consoli- 
dations. Where  the  difficulties  of  determining  actual  investment  are  insurmountable, 
the  cost  of  reproduction  gives  a  suitably  close  agreement  with  probable  investment, 
and  may  be  used  without  injustice,  particularly  if  historical  prices  and  conditions 
are  applied .  Neither  actual  investment  nor  cost  of  reproduction  should  be  diminished 
for  depreciation  unless  a  careful  study  of  the  entire  financial  history  of  the  property 
shows  that  the  investors  therein  have  taken  such  a  large  average  return  from  the 
property  as  clearly  to  justify  the  opinion  that  a  part  thereof  was.  in  effect,  amortiza- 
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tiou  of  investment.  If  the  investors  have  received  no  more  than  a  fair  return  and  the 
property  has  had  reasonable  provision  for  its  upkeep,  there  is  no  economic  justifica- 
tion for  a  depreciated  value. 

SUPERVISION. 

Control  of  operation,  construction,  and  financing  by  city  or  State  authorities  is 
embodied  in  all  service-at-cost  franchises.  It  is  usually  in  the  administrative  hands 
of  a  local  supervisor  or  board  responsible  to  the  municipal  governing  body.  The 
term  '  'supervisor"  is  generally  used  herein  to  designate  one  or  more  persons  occupying 
this  office. 

A  single  supervisor  is  provided  in  Cleveland,  Dallas,  and  Cincinnati,  acting  in  each 
case  as  a  representative  of  the  city  council  with  limited  personal  authority  or 
responsibility. 

Boards  of  two  supervisors  representing  city  and  railway,  respectively,  with  pro- 
vision for  a  temporaiy  or  permanent  third  member  as  arl)itrator,  are  found  in  Kansas 
City,  Des  Moines,  and  Philadelphia.  The  railway  members  are  presumably  regular 
officials  of  the  companies.  A  permanent  board  of  three  members,  appointed  lor  a 
term  of  10  years  or  good  behaWor  by  a  provincial  official,  serves  in  Mojitreal,  with 
no  direct  responsibility  to  the  city  administration. 

In  certain  cases,  particularly  Philadelphia  and  Montreal,  appeal  from  a  decision 
of  the  supervising  board  may  be  taken  to  the  public  service  commission  of  the  State 
or  Province.  In  fact,  the  Montreal  board  may  be  called  a  local  agent  of  the  Quebec 
Public  Utilities  Commission,  which  retains  general  jurisdiction  and  may  intervene 
as  in  other  localities.  The  results  of  this  relationship  should  be  of  interest  and  offer 
a  possible  compromise  solution  of  the  frequent  demand  for  "home  rule"  in  utility 
regulation. 

The  Chicago  consolidated  franchise  and  the  Boston  Elevated  and  Bay  State  acts 
embody  the  new  principle  of  public  administration  of  pri\ate  property.  The  Mas- 
sachusetts trustees,  five  in  number  in  each  case,  are  appointed  for  10-year  terms  by 
the  governor  and  have  very  broad  administrative  powers  entirely  independent  of 
public  service  commissions  and  local  authorities.  The  Chit-ago  trustees,  nine  in 
number,  who  are  in  reality  to  be  directors  of  a  new  holding  company  not  for  profit, 
serv'e  for  overlapping  three-year  terms.  The  original  board  was  selected  by  agree- 
ment, but  ultimately  the  appointing  power  lies  in  the  city  of  Chicago.  It  is  con- 
templated that  a  comparatively  small  executive  committee  will  have  direct  charge 
of  administrative  affairs  of  the  surface,  elevated,  and  subway  lines. 

The  trustee  principle  is  a  compromise  between  regulated  private  operation  and 
complete  municipal  ownership.  It  promotes  that  confidence  which  persistentlv 
attaches  itself  to  public  operations,  but  avoids  the  proverbial  inefiiciency  of  such 
operations  and  the  subjection  of  new  bodies  of  voters  to  political  control.  Where 
confidence  already  exists  in  the  public  utilities  or  their  regulatory  commissions, 
public  trustees  would  serve  no  necessary  purpo.se.  Where  it  does  exist,  temporary 
public  operation,  such  as  is  provided  in  the  ^lassachusetts  acts,  may  "serve  to  restore 
it  and  permit  subsequent  satisfactory  serWce  under  restored  private  operation. 

As  f.ar-as  the  usual  local  supervision  is  concerned,  the  success  so  far  attained  with 
a  single  official  would  indicate  that  an  independent,  larger  board  is  not  required 
except  in  quite  large  cities,  provided  the  appointment  i.-^  free  from  political  influences. 
It  is  suggested  that  the  appointment  or  nomination  of  such  an  ollicial  might  well  be 
made  by  the  State  utilities  commission.  This  would  tend  to  insure  the  needed 
technical  training  and  promote  harmony  between  city  and  State  in  the  regulation  of 
the  utilities  affected.  The  local  supervisor  may  well  servo  as  an  agent  of  the  utilities 
commission  in  matters  over  which  it  retains  jurisdiction,  relieving  the  (;ommissiou 
of  many  local  details  and  allaying  opposition  to  State  regulation.  .\  board  of  trustees 
as  large  as  that  contemplated  in  the  Chicago  consolidated  franchise  is  too  large  for 
effectiveness  uidess  its  active  duties  and  responsi])ilities  are  assigned  to  a  compara- 
tively small  executive  committee. 

FR.\NCHISE    T.XXES. 

A  special  tax  upiui  municipal  franchises  may  be  considered  as  a  pa>  ment  for  special, 
exclusive  rights  to  conduct  a  profitable  business,  or  as  a  charge  for  the  location  of 
fixtures  upon  public  property.  .Vs  far  as  electric  railways  are  concerned,  such  taxes 
have  usually  taken  the  form  of  a  fixed  fee  per  year  per  mile  of  track,  per  car  operatetl, 
or  per  pole  erected  upon  public  streets,  or  a  percentage  of  gross  (nuuiings,  or  a  lump 
sum  to  cover  one  or  more  of  these  elements. 

In  the  old  days  when  the  street  car  business  was,  or  was  supposed  to  be,  a  profitable 
unregulated  uTulertaking  at  the  conventional  5-cent  fare,  any  amount  which  mu- 
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nicipal  authorities  could  extract  from  this  business  lessened  the  burdens  of  taxation 
on  other  property  without  offsetting  disadvantages  other  than  a  possible  minor  im- 
pairmeat  of  servi:  e. 

In  these  present  days  of  regulated  public  service  all  tax  burdens  are  included  in 
the  cost  of  the  servi f^e  which  the  patr,)ns  are  expected  to  pay.  Regulation  has  not 
always  accomplished  its  intended  purp  )se,  and  charges  for  service  may  remain  higher 
or  lower  than  actual  cost.  This,  h )we .^er,  is  n  it  tiie  under  service-at-c ost  franchiaea. 
Any  inequitable  tax  imposed  upon  electric  rail.vays  under  service-at-c  st  operation 
transfers  to  their  patrons,  through  higher  fares  or  poorer  service,  burdens  which  the 
community  as  a  whole  should  carry.  T  >  the  extent  that  the  patr  )n3  of  the  railways 
are  not  well-to-do  or  property  owners  the  injustice  to  them  in  such  taxation  is 
multiplied. 

This  fact  is  recognized  in  most  of  the  servi i-e-at-c  -st  franchises  as  far  as  direct  tax- 
ation is  con-erned.  In  two  of  them,  h  )wever,  a  direct  franchise  tax  or  ''rental"  is 
impose:!.  In  Montreal  the  tramways  company  pays  the  city  a  rental  of  $500,000  per 
year,  or  about  6  per  cent  of  its  present  gross  revemie.  In  '-incinnati  the  traction 
company  pays  a  "tax  on  gross  earnings"  of  $350,000  per  year,  or  about  8  per  cent  of 
revenue. 

With  respect  to  indirect  burdens  which  may  be  considered  as  a  form  of  taxation, 
such  as  street  paving,  cleaninr,  sprinkling,  etc.,  m^  st  of  the  ?er\dce-at-cost  franchises 
do  not  difter  essentially  from  the  older  forms.  Logically,  there  is  no  excuse  fior  con- 
tinuing such  practice.  Since  the  passing  of  the  horse  cars  the  operation  of  the  street 
railways  has  imposed  no  material  additional  burdens  upon  pavements,  but  they  have 
continued  to  pay  a  large  proportion  of  the  cost.  Hundreds  of  miles  of  streets  have 
been  paved  solely  because  of  the  car  tracks  therein,  and  the  street  car  revenues  have 
been  steadily  decreased  by  the  resulting  encouragement  to  vehicular  traffic. 

Some  recognition  has  been  given  to  this  thought  in  several  of  the  franchises  under 
discussion.  In  Mimtreal  and  Cleveland  the  railways  do  not  pay  for  new  paving,  but 
do  pay  their  proportion  of  maintenance.  In  the  new  Chicago  franchise  the  usual 
paving,  repaving,  cleaning,  and  sprinkling  requirements  are  included,  but  the  clean- 
ing and  sprinkling  part  must  be  r-mitted  if  at  any  time  a  deficit  had  been  created  and 
an  increase  in  fare  would  otherwise  be  necessary. 

A  model  service-at-cost  franchise  should  entirely  omit  all  such  special  taxes  and 
street  maintenance,  except  any  actual  repairs  or  cleaning  incident  to  car  operation 

PUBLIC   CONTRIBUTIONS. 

The  State  of  Massachusetts,  always  a  pioneer  in  public  regulation,  has  gone  one. 
step  further  than  the  relief  from  special  taxation  discussed  in  the  preceding  section. 
It  has  provided  in  the  Boston  Elevated  and  Bay  State  acts  and  a  separate  act  ap- 
plicable to  other  street  railways  that  cities  and  towns  may  contribute  thr>)Ugh  taxation 
toward  the  operating  costs  of  street  railways  which  serve  them.  In  the  case  of  the 
Boston  Elevated  this  relief  is  intended  to  be  temporary,  the  advances  to  be  refunded 
if  possible  from  surplus  subsequently  accumulated  through  higher  fares  or  more 
successful  operation.  There  is,  however,  no  specific  obligation  in  the  act  to  make 
such  refund. 

In  the  case  of  other  railways  the  contributions  may  be  made  permanent,  in  lieu  of 
higher  fares,  or  to  prevent  curtailment  or  abandonment  of  service  otherwise  necessary. 
These  contributions  are  limited  to  50  cents  per  $1,000  of  valuation  in  cities  and  $1  per 
$1,000  in  towns  and  are  made  under  terms  and  conditions  approved  by  the  utilities 
commission.  Several  communities  have  taken  advantage  of  this  act  within  the  last 
few  weeks  to  retain  service  which  would  otherwise  have  been  discontinued.  While 
this  relief  is  limited  to  the  period  of  the  war  and  two  years  after  its  official  termina- 
tion, it  indicates  a  very  definite  change  in  the  public  attitude  toward  the  electric 
railway  industry.  Instead  of  its  being  considered  a  profitable  private  monopoly  to 
be  taxed  as  far  as  possible  for  the  support  of  the  State,  it  is  being  regarded  as  a  pub- 
lic institution  which  must  be  maintained,  through  taxation  if  necessary. 

The  Philadelphia  franchise  contains  an  interesting  provision  having  the  same  effect 
as  aid  through  taxation.  In  connection  with  the  rental  to  the  railway  of  the  city's 
rapid  transit  system  on  a  percentage-ol"-cost  basis,  the  city,  to  avoid  or  minimize  an 
otherwise  necessary  fare  increase,  may  withdraw  from  rental  requirements  any  or  all 
of  its  transit  facilities  used  by  the  railway  and  collect  the  interest  and  sinking  fund 
charges  thereon  through  general  taxation.  This  is  in  addition  to  the  prescribed 
practice  of  caring  for  such  charges  on  new  sections  of  the  rapid  transit  system  through 
general  taxation  for  one  year  after  they  begin  to  operate. 

The  Bay  State  act  provides  that  during  the  war  and  for  two  years  thereafter  the 
railway  shall  not  be  required  to  pay  for  any  paving  or  other  street  or  bridge  improve- 
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ments  or  repairs,  abolition  of  grade  crossings,  putting  wires  underground,  or  other 
nonessential  work.  So  far  as  such  work  continues  to  be  done,  direct  taxation  therefor 
is  increased  to  relieve  the  railway. 

The  policies  outlined  are  in  marked  contrast  to  those  prevailing  in  Montreal  and 
Cincinnati,  where  the  cities  not  only  exact  a  large  franchise  tax,  but  also  take  a  larger 
share  of  the  surplus  than  goes  to  the  railways. 

FARE    SCHEDULES. 

The  kinds  of  charges  that  may  be  made  to  cover  the  cost  of  service  are  defined  in 
most  of  the  service-at-cost  grants,  but  not  in  all.  There  is  a  tendency  in  recent  grants 
to  allow  more  latitude  in  this  direction  to  the  supervising  authority.  The  first  fran- 
chise to  lay  down  a  specific  schedule  of  fares,  from  one  step  of  which  to  another  the 
fares  would  go  up  or  down  with  increased  or  decreased  cost,  was  the  Tayler  grant  in 
Cleveland.  The  ten  steps  in  this  schedule,  starting  with  a  2-cent  fare,  did  not  con- 
template that  it  would  ever  be  necessary  to  go  as  high  as  5  cents  in  Cleveland,  the 
highest  authorized  rate  being  4  cents  cash,  or  seven  tickets  for  25  cents,  plus  1  cent  for 
transfers.  The  steps  were  intended  to  vary  from  each  other  by  about  10  per  cent,  but 
changes  in  routing  and  transfer  requirements  upset  the  s  jTnmetry  of  the  schedule,  so  that 
certain  steps  became  practically  useless.  It  was  necessary  in  1918,  partly  on  account 
of  war-time  costs,  to  amend  this  franchise  to  increase  the  upper  limit  of  fares  by  adding- 
five  new  steps,  the  one  now  in  effect  being  5  cents  plus  1  cent  for  transfers.  The 
maximum  new  step  is  6  cents,  nine  tickets  for  50  cents,  plus  1  cent  for  transfers. 

The  Dallas  fare  schedule  is  simpler,  with  a  uniform  cash  fare  of  5  cents  with  free 
transfers,  but  with  tickets  at  22,  24,  28,  and  32  for  $1,  respectively,  in  the  four  specified 
steps  (sold  in  25-cent  lots  where  di\dsible  by  four). 

The  Cincinnati  schedule  includes  only  three  specific  steps,  5,  5^,  and  6  cents,, 
respectively,  but  provides  for  as  many  others,  up  or  down,  at  one-half  cent  intervals,, 
as  may  be  required. 

No  other  franchises  of  this  class  include  a  specific  range  of  fares,  but  the  Boston  & 
Bay  State  acts  provide  that  the  trustees  shall  prepare  and  publish  fare  schedules  with 
steps  above  and  below  that  in  effect,  all  such  schedules  to  be  subject  to  revision  at 
the  will  of  the  trustees.  The  Chicago  surface,  Kansas  City,  and  Des  Moines  grants 
fix  the  standard  fare  at  5  cents.  The  Kansas  City,  Mo.,  fare  has  recently  been  in- 
creased to  6  cents  by  order  of  the  Missouri  commission.  The  Chicago  consolidated 
franchise  fixes  the  initial  fare  at  5  cents  (or  such  other  rate  as  may  be  in  use  when  it 
becomes  effective)  and  provides  for  a  transfer  charge  of  not  more  than  2  cents  between 
rapid  transit  and  surface  lines  only,  for  further  increases  in  costs  of  service.  If  this 
should  prove  insufficient,  an  increase  in  base  fare  is  permissible  without  limit,  although 
not  very  clearly  so  stated  in  the  draft.  The  Des  Moines  city  council  recently  denied 
a  petition  for  a  6-cent  fare,  claiming  that  it  had  no  legal  authority  to  do  otherwise.  A 
receivership  for  the  railway  promptly  followed. 

All  the  above  franchises,  and  also  the  one  in  Montreal,  provide  for  uniform  fares 
within  the  city  limits  other  than  for  possible  charges  for  transfers.  Such  limitation 
is  not  imposed  in  Philadelphia,  Boston,  or  the  Bay  State  territory.  Philadelphia, 
fare  changes  are  restricted  only  by  the  supervisory  power  of  the  utilities  commission. 
Boston  and  Bay  State  fares  may  be  fixed  by  the  trustees  without  any  such  supervision. 
This  territorial  restriction  in  Montreal  is  the  only  one  in  this  last  group  of  cities  bearing^ 
upon  the  character  of  fare  revisions.  The  extent  of  the  rexdsions  at  any  one  time  is, 
however,  restricted  in  some  cases,  particularly  with  respect  to  reductions.  In  Phila- 
delphia a  downward  re\ision  is  not  permitted  unless  two  successive  years  sho\y  sub- 
stantial increases  in  surplus,  and  then  the  estimated  annual  loss  in  gross  revenue 
from  the  reduction  must  not  exceed  one-third  of  the  accumulated  surplus.  Revisions 
upward  must  be  sufficient  to  make  up  losses  "\vithin  a  reasonable  time." 

The  changes  contemplated  in  the  general  Massachusetts  act  are  exceedingly  small 
per  step,  each  being  intended  to  be  not  more  than  30  per  cent  of  a  reserve  fund,  which 
in  turn  is  between  6  per  cent  and  12  per  cent  of  the  normal  gross  revenue.  It  is  not 
clear  how  much  small  changes  would  be  workable. 

The  Montreal  provisions  for  fare  changes  are  interesting,  more  from  the  point  of 
view  of  extreme  refinement  than  from  their  practical  advantages.  For  example, 
fares  may  be  decreased  when  a  fund  for  their  equalization  reaches  $1,000,000  and  must 
be  decreased  when  it  reaches  $2,500,000.  When  a  decrease  is  made,  the  resulting 
lower  revenues  are  supplemented  by  an  appropriation  from  the  fund  of  not  more  than 
25  per  cent  of  the  accumulation  therein.  The  estimated  annual  gross  loss  in  revenue 
from  the  reduction  must  be  greater  than  this  percentage  appropriation  from  the  fund, 
but  not  greater  than  this  percentage  plus  37^  per  cent  of  the  additions  which  flowt  d 
into  the  lund  during  the  preceding  year  from  ' '  divisible  surplus. ' '     This  appropriation 
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rom  the  fund  to  augment  current  revenues  is  continued  annually  until  the  balance 
remaining  therein  is  less  than  the  annual  appropriation.  No  similar  proceeding  is 
possible  in  connection  with  fare  increases.  They  must  directly  yield  enough  to 
make  good  accumulated  losses.  It  is  clear  that  by  the  complicated  safeguards  sur- 
rounding fare  reductions  in  Montreal  they  must  be  kept  within  safe  limits,  determined 
by  past  profitableness  of  the  business,  but  it  is  yet  to  be  demonstrated  that  suitable 
care  is  not  assured  by  the  simpler  requirements  in  other  franchises. 

The  two  boards  of  trustees  authorized  in  Massachusetts  to  administer  the  Boston 
Elevated  and  Bay  State  systems  furnish  the  only  illustrations  of  unrestricted  freedom 
in  the  method  of  raising  or  lowering  fares  other  than  for  the  directions  given  in  the  act. 
If  this  arrangement  proves  successful,  it  will  indicate  the  desirability  of  further  simpli- 
fication in  this  respect  in  future  franchises. 

Limited  actual  experience  up  to  this  time  does  not  show  any  advantage  in  fare  sched- 
ules definitely  fixed  in  the  franchise.  The  Cleveland  schedule  has  failed  as  to  both 
range  and  relation  between  steps.  There  is,  however,  advantage  in  having  fixed  at 
all  times  at  least  one  step  above  and  below  the  one  in  effect  ready  for  use  without 
delay,  and  the  general  principles  embodied  in  the  various  scheduled  steps  should  be 
clearly  established  and  published.  The  supervisor  should,  however,  have  authority 
to  change  both  the  schedules  and  the  basis  upon  which  they  are  designed,  possibly 
after  public  hearings  and  approval  of  the  utilities  commission.  Only  by  such  latitude 
can  conditions  like  the  present  be  promptly  and  satisfactorily  met.  Under  normal 
conditions  fare  changes  should  be  neither  frequent  nor  violent,  indicating  the  advisa- 
bility of  fairly  wide  limits  in  a  liberal  "barometer"  fund. 

COST   OF   SERVICE. 

This  is  the  central  feature  of  all  the  franchises  under  consideration,  the  one  which 
requires  the  most  careful  scrutiny.  There  is  naturally  a  material  difference  among 
these  franchises  in  their  definitions  of  cost.  The  difference  may  be  quite  large  in  some 
of  the  elements,  but  when  all  these  elements  and  their  definitions  are  put  together,  the 
differences  are  found  largely  to  offset  each  other  so  that  the  conceptions  of  total  cost  are 
reasonably  consistent  in  most  cases. 

The  significant  elements  of  cost,  as  set  forth  in  some  or  all  of  the  various  franchises, 
are  stated  in  the  following  schedule: 

1.  Expenses  of  operation. 

2.  Maintenance  and  replacements. 

3.  Taxes. 

4.  Rental. 

5.  Return  on  capital  value. 

6.  Amortization. 

7.  Surplus  and  reserves. 

An  attempt  has  been  made  to  state  these  elements  in  the  order  of  their  importance 
or  priorities.  The  latter  exist  even  in  cumulative  form  in  some  cases.  A  fundamental 
difference  between  the  various  franchises  in  this  group  is  that  some  definitely  limit 
or  fix  the  important  elements  of  cost,  while  others  leave  the  matter  very  largely  to  the 
judgment  of  the  supervisor.  Definiteness  is  found  most  uniformly  in  the  return  to  in- 
vestors, but  even  here  the  rate  of  return  is  subject  to  variation  in  the  majority  of  cases. 
The  method  of  treating  the  various  cost  elements  in  the  several  franchises  is  explained 
in  the  following  paragraphs: 

1.  Expenses  of  operation. — The _  Cleveland  grant  is  the  only  one  which  imposes  a 
strict  and  definite  limit  on  operating  expenses.  The  amount  per  car-mile  which  may 
be  spent  is  fixed  in  the  original  franchise,  and  it  may  not  be  exceeded  or  changed 
without  action  of  the  city  council.  If  actual  expenses  are  greater  than  the  allowance, 
as  has  commonly  been  the  case,  the  excess  comes  out  of  the  company's  pocket  unless  or 
until  it  has  been  validated.  If  the  company  runs  under  its  operating  allowance  at 
any  time,  it  may  not  retain  the  balance  as  a  reserve  to  offset  overruns,  but  must  turn 
it  back  at  the  end  of  the  year.  The  company  has  habitually  kept  accounts  of  both  its 
actual  and  allowed  expenses  and  has  at  times  accumulated  an  overrun  of  hundreds  of 
thousands  of  dollars  before  validation,  the  allowance  being  very  often  too  low.  This 
arrangement  obviously  lacks  flexibility,  and  the  responsibility  for  adjustments  rests 
with  a  large  body  of  city  officials  not  well  acquainted  with  operating  requirements  and 
sometimes  influenced  by  political  motives.  The  initial  Cleveland  allowance  for 
expenses,  exclusive  of  maintenance,  was  11^  cents  per  "ordinance"  car-mile.  This 
has  bee:i  increased  from  time  to  time  and  is  now  19^  cents. 
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Table  II. — Operating  expenses  of  the  Cleveland  Railway  Co.,  less  maintenance  and  total 
cost  of  service  under  Tayler  ordinance,  actual,  and  allowances,  in  cents  per  car-mile. 


Operatine  ex- 
pense. 

Total  cost. 

Operatine  ex- 
pense. 

Total  cost. 

Ac- 
tual. 

Allow- 
ance. 

Ac- 
tual. 

Allow- 
ance. 

Ac- 
tual. 

Allow- 
ance. 

Ac- 
tual. 

Allow- 
ance. 

1910 

11.67 
12.07 
12.19 
12.23 
12.22 

11.50 
112.50 

11.50 
8  12.10 

12.10 

24.28 

23.09 

1915 

1916 

1917 

1918 

12.56 

I  12.60 

25.70 

25.49 

1911 

23. 88         23.59 
23.09         22.57 
24.72         24.10 
25.27         24.32 

14.00     1  13.50 

15. 34       14.50 

/'16  00 

1419.  .=» 

28.16  ■      28.33 

1912 

29. 75  i      29. 52 

1913 

1914 

1 

1  On  and  after  May  1.       '  On  and  after  Mar.  1.       » On  and  after  Feb.  8.       <  On  and  after  Aug.  4. 

The  Montreal  franchise  has  a  somewhat  similar  operating  expense  allowance  on  a 
car-mile  basis,  but  it  is  fixed  annually  in  advance  by  the  super^^sor  in  the  light  of 
recent  experience  and  any  anticipated  changes  in  operating  conditions.  If  the 
allowance  is  exceeded,  due  to  unforeseen  developments  for  which  the  railway  is  not 
responsible,  the  excess  must  be  approved  by  the  supervisor.  Any  excess  for  which 
the  railway  can  not  give  acceptable  explanation  must  be  made  up  from  its  own  re- 
sources. A  standard  of  traffic  density  is  determined  in  connection  'with  the  expense 
allowance  for  closer  definition.  There  is  no  obA'ious  reason  why  this  arrangement 
should  not  guard  fully  against  extravagance,  incompetency,  or  other  derelictions 
which  it  seeks  to  prevent. 

In  Cincinnati  the  railway  must  annually,  in  advance,  prepare  a  detail  expense 
budget  and  submit  it  to  the  supervisor  for  approval.  With  any  necessary  mooifica- 
tions  agreed  upon  or  fixed  by  arbitration,  the  budget  becomes  the  basis  of  the  year's 
operations.  It  may  not  be  exceeded  wholly  or  in  any  part  without  approval  of  the 
Bupervdsor. 

None  of  the  other  franchises  in  this  group  has  any  such  definite  provisions  for  avoid- 
ing excessive  expenses.  Preaumal^ly  they  all  contemplate  such  close  supervision  of 
operations  and  scrutiny  of  reports  thereof  that  any  improper  practices  or  tendencies 
would  lie  at  once  detected  and  corrected.  It  would  seem  reasonable  to  concur  in 
this  majority  oinnion,  at  least  until  such  defects  develop  in  the  practical  workings  of 
the  8im])ler  procedure  as  would  justify  the  added  complications  and  cost  of  the  other. 

2.  Mairilenance  and  replacements.- — A  larger  number  of  these  franchises  have  more 
specific  requirements  \^-ith  respect  to  maintenance  and  replacements.  Here,  in  con- 
trast with  current  operating  expenses,  the  intent  is  to  insure  adequacy  rather  than 
close  adjustment  to  actual  current  requirements.  To  that  end  the  maintenance  and 
replacement  account  is  made  a  continuing  one  from  year  to  year,  any  unused  appro- 
priations being  carried  to  a  reserve. 

On  account  of  the  difficulty  of  definitely  distinguishing  between  current  mainte- 
nance and  renewals  or  replacements  and  also  because  of  their  interrelation,  the  tAvo 
have  in  most  cases  been  combined  in  franchise  provisions  relating  thereto.  The 
Chicago  franchises  furnish  the  only  exceptions  among  those  tUscussed.  The  con- 
solidated draft  follows  the  example  of  the  1!)07  surface  grant  in  requiring  a  minimum 
annual  expenditure  or  reserve  for  maintenance  of  (J  \)or  cent  of  the  gross  revenues, 
and  a  corresponding  8  per  cent  for  replacements  or  14  per  cent  minimum  total  for  total 
upkeep.  Either  or  both  percentages  may  be  increased  at  will  by  the  trustees,  but  no 
specific  reserve  is  required  as  a  condition  of  a  fare  reduction  or  otherwise. 

The  Cleveland  franchise  includes  a  combined  maintenance  and  replacement  allow- 
ance. It  is  on  a  car-mile  basis,  varying  in  different  months  of  the  year  and  averaging 
about  4.9  cents.  Any  amount  not  currently  spent  is  credited  to  a  reserve,  but  no 
accumulation  has  been  possible.  On  the  contrary,  the  allowance  has  proved  so  in- 
adequate that  in  spite  of  numerous  special  ap})ropriations  and  ]irorates,  a  deficit  of 
more  than  $2,600,000  was  recently  reported.  Clearly,  this  allowance  should  have 
been  increased  years  ago,  as  was  the  operating  allowance,  but  allowances  when  once 
increased  by  ordinance  are  not  easily  reduced  again.  In  August,  1918,  the  city 
council  granted  an  increase  in  this  allowance  to  6  cents  for  the  period  of  the  war  and 
six  months  thereafter. 

The  Dallas  provisions  for  repairs  and  replacements  are  more  complicated  but  are 
interesting  in  lliat  they  embody  ideas  not  loiind  in  any  other  irauchises.  A  niininuau 
expenditure  for  repairs  and  replacements  is  fixed  at  10  per  cent  of  the  gross  revenues. 
For  each  1  per  cent  per  annum  return  paid  on  the  capital  value  in  excess  of  5  per  cent 
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this  10  per  cent  minimum  is  increased  by  3  per  cent.  With  the  contemplated  normal 
return  on  the  capital  value  of  7  per  cent,  the  minimum  accnials  for  repairs  and  repalce- 
ments  become  16  per  cent. 

After  providing  in  any  month  for  operating  expenses,  including  a  suitable  accident 
reserve,  taxes,  the  normal  return  on  the  capital  value  and  the  corresponding  repair 
and  replacement  accrual,  any  balance  remaining  of  current  gross  revenue  must  first 
be  applied  to  increase  the  said  accnial  to  18  per  cent  for  the  current  month  and  year, 
and  thereafter  to  make  up  as  far  as  possible  any  prior  deficiencies  in  said  accruals 
under  18  per  cent. 

These  accruals  are  continued  as  herein  described  until  the  excess  over  actual 
expenditures  accumulates  in  a  reserve  to  the  "normal"  amount,  after  which  they 
are  reduced  to  such  amount  as  will  maintain  the  normal  reserve.  The  normal  amount 
is  6  per  cent  of  the  capital  value  when  the  fare  schedule  then  in  effect  includes  six 
tickets  for  25  cents;  it  is  10  per  cent  of  the  capital  value  when  seven  tickets  are  sold 
for  25  cents,  etc.  This  provision  embodies  in  a  systematic  way  the  old  practice  of 
setting  up  reserves  for  depreciation  in  proportion  to  the  prosperity  of  the  business. 

Prosperity  is  measured  in  this  case  by  the  rate  of  return  on  the  capital  value  (fixed 
by  the  rate  of  fare).  Starting  with  a  minimum  accrual  and  return  of  the  percentages 
above  stated,  both  increase  together  until  an  adequate  reserve  is  created,  and  the 
reserve  is  made  more  liberal  with  increasing  rates  of  return.  This  arrangement  or 
its  equivalent  might  well  be  embodied  in  other  franchises,  for  it  is  impossible  to  tell 
definitely  what  constitutes  an  adequate  reserve  to  provide  for  obsolescence,  inade- 
quacy, cataatrophies  and  other  indeterminate  factors  in  addition  to  the  more  definite 
wear  and  decay.  A  practice  that  provides  for  little  beyond  the  definite  factors  in 
hard  times  and  liberally  for  the  indeterminate  factors  in  good  times,  should  meet  all 
reasonable  requirements. 

It  might  even  be  argued  with  force,  particularly  in  the  case  of  service  at  cost,  that 
no  advance  provision  should  be  made  for  certain  of  the  indeterminate  factors.  When 
an  inefficient  property  element  is  replaced  by  an  efficient  one,  or  a  heavy  wooden 
car  by  a  light,  modern,  steel  car,  the  cost  of  the  change  may  well  fall  upon  those 
who  benefit  thereby,  the  future  users  of  the  service.  In  many  cases  careful  calcula- 
tions would  show  that  no  additional  burdens  are  thereby  imposed  upon  these  future 
users  because  the  added  charges  and  amortization  would  be  offset  by  increased  oper- 
ating efficiencies.  If  the  full  burdens  of  depreciation  were  thrown  on  the  users  of 
the  old  facilities,  the  users  of  the  new  facilities  would  get  improved  service  at  reduced 
cost. 

The  Montreal  franchise  provides  for  a  maintenance  and  renewal  charge  in  operating 
expenses  on  a  car  mileage  basis,  fixed  in  advance  for  each  year  by  the  supervisor, 
sufficient  to  keep  the  property  permanently  in  good  condition.  The  current  excess 
over  actual  expenditures  is  added  to  a  fund  which  must  be  accumulated  to  a  normal 
amount  of  $500,000.  When  this  amount  has  been  reached,  subsequent  charges  for 
maintenance  and  renewals  will  be  only  sufficient  to  maintain  the  normal  amount. 
So  much  of  this  fund  as  is  not  currently  needed  is  invested  in  additions  to  the  property 
or  otherwise,  and  the  interest  thereon  is  added  to  the  fund. 

None  of  the  other  franchises  in  this  group  has  specific  charges  or  accumulations  for 
these  purposes.  It  is  in  all  cases  intended  that  the  supervisors  shall  see  that  the 
properties  are  adequately  maintained  at  all  times.  In  the  case  of  Cincinnati,  the 
city  or  company  may  call  upon  the  state  utilities  commission  to  prescribe  suitable 
depreciation  reserves.  The  advantages  of  freedom  from  rigid  provisions  for  uncertain 
requirements  are  obvious.  Under  service  at  cost  franchises,  there  is  no  question  of 
diverting  needed  replacement  funds  to  pay  excessive  dividends.  Returns  to  investors 
are  definite  and  there  is  no  possibility  of  diversion.  The  problem  of  reserves  for 
replacements  involves  theoretically  the  amount  of  destruction  of  capital  incident  to 
the  unit  use  of  the  property.  If  this  is  currently  overestimated,  present  patrons 
pay  more  and  future  patrons  less  than  cost. 

Under  old  forms  of  franchises  with  fixed  rates  of  fare,  the  investor  is  the  one  who 
submits  to  fluctuations  in  return  in  case  of  bad  guesses  at  depreciation.  This  is  not 
the  case  with  service  at  cost.  If  the  average  car  rider  were  better  acquainted  with 
the  economics  of  the  situation,  he  might  well  ask  why  he  should  contribute  largely 
to  the  accumulation  of  a  fund  for  replacements  which  will  never  be  used,  the  interest 
on  which  will  permit  car  riders  of  some  future  day  to  pay  less  than  the  then  current 
cost  of  replacements.  A  moderate  reserve  is  undoubtedly  needed.  The  specifically 
fixed  reserves  mentioned,  not  exceeding  10  per  cent  of  the  capital  value,  are  not 
excessive.  A  theoretical  reserve,  amounting  to  perhaps  four  times  that  limit,  which 
might  be  set  up  under  some  of  the  other  franchises,  has  no  practical  justification. 

3.  Taxes. — The  tax  feature  of  these  franchises  needs  very  little  further  comment. 
The  actual  taxes,  subject  to  little  control  by  either  railway  or  supervisor,  are  a  necessary 
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part  of  the  cost  of  service.  It  is  proper  that  the  city  should  not  impose  any  illogical  tax 
burdens  or  permit  other  taxing  authorities  to  do  so.  Cleveland  has  been  notably  active 
in  this  direction,  joining  with  the  railway  a  few  years  ago  in  a  suit  to  bring  about 
reduced  State  taxation  of  the  railway  property. 

4.  Rentals. — The  leasing  of  transit  facilities  from  other  utilities  or  from  municipal- 
ities is  not  uncommon.  When  the  leased  facilities  are  comparatively  unimportant, 
the  rent  is  included  among  the  operating  expenses.  Where  the  leased  property  is  as 
extensive  as  that  included  under  several  of  the  service-at-cost  franchises,  more  critical 
attention  is  necessary.  The  Dallas  and  Cincinnati  franchises  authorize  the  railways  to 
include  in  the  cost  of  service  the  actual  rental  in  very  substantial  amounts  paid  to 
other  railways  for  use  of  tracks  and  other  facilities  under  prior  agreements  made 
between  the  parties  at  interest.  In  Chicago  and  Philadelphia  the  leasing  of  city- 
owned  rapid  transit  facilities  is  a  very  important  feature  of  the  recent  franchise  drafta. 

The  Philadelphia  terms  are  noteworthy  for  their  liberality.  The  railway  undertakes 
to  reimburse  the  city  for  actual  interest  and  sinking  fund  payments  on  the  city's  certi- 
fied investment  in  subways,  elevated  structures,  and  equipment  "as  and  if  earned." 
These  rental  payments  are  made  from  the  balance,  called  ''current  net  revenue," 
remaining  after  the  gross  revenues  have  provided  in  full  for  the  following  items: 
(1)  Operating  expenses;  (2)  taxes;  (3)  fixed  charges  on  the  company's  prior  obliga- 
tions; (4)  fixed  charges  and  dividends  on  securities  issued  pursuant  to  the  new  grant 
for  new  transit  facilities  and  extensions  of  the  old  system;  (5)  accruals  to  depreciation 
reserves  for  the  city's  transit  facilities,  the  company's  associated  transit  facilities,  and 
for  the  balance  of  the  company's  system;  (6)  sundry  payments  to  the  city  required 
under  the  1907  franchise. 

The  balance  after  these  six  items  are  taken  care  of  is  not  all  devoted  to  rental,  but 
is  divided  between  company  and  city  in  proportion  to  respective  investments,  the 
city's  investment  being  in  the  leased  transit  facilities,  the  company's  investment 
being  the  capital  stock  outstanding  on  its  old  system,  amounting  to  $30,000,000  (divi- 
dends not  included  in  item  3  of  prior  deductions  above).  Each  party  gets  not  more 
than  5  per  cent  on  this  investment.  Out  of  any  balance  remaining  after  this  5  per 
cent  distribution,  but  not  before,  the  city  may  be  paid  any  additional  amounts  needed 
to  meet  its  full  interest  and  sinking  fund  charges  on  its  transit  facilities.  All  other 
disbursements  have  priority.  Furthermore,  payments  under  the  first  five  items  of 
deductions  are  cumulative  and  must  be  paid  in  full  after  any  period  of  deficiency,  and 
thereafter  the  distribution  of  current  net  revenue  between  city  and  company  takes 
precedence  over  deferred  payments  under  item  6  and  the  final  rental  payments  to 
the  city. 

Reference  has  already  been  made  to  the  option  which  the  city  has  of  withdrawing 
from  certification  and  rental  requirements,  any  part  or  all  of  its  transit  facilities,  so 
that  fares  may  not  be  unduly  increased  thereby.  The  terms  of  this  Philadelphia  lease 
embody  a  broad  recognition  of  the  principle  that  a  city  as  a  whole  may  need  improved 
transit  facilities  which  the  patrons  of  the  facilities  should  not  pay  for  in  full.  The 
removal  of  surface  railway  traffic  from  the  streets  is  of  substantial  benefit  to  many 
business  interests  which  must  still  use  the  streets.  Ra])id  transit  definitely  enhances 
suburban  real  estate  values.  It  is  not  unfair  that  some  of  these  interests  affected 
should,  temporarily  at  least,  bear  a  portion  of  the  rapid  transit  burden.  In  the  case 
of  suburban  real  estate,  an  increase  in  assessed  valuation  in  proportion  to  the  increase 
in  market  value,  and  the  application  of  the  resulting  increase  in  taxes  or  its  equivalent 
to  the  charges  on  rapid  tramsit  facilities,  would  materially  lessen  the  increased  cost 
of  transit  service. 

The  provisions  in  the  recent  Chicago  draft,  covering  the  lease  of  the  city's  projected 
subways,  do  not  show  the  same  liberality  as  found  in  the  Philadelphia  lease.  The 
company  is  required  to  pay  6  per  cent  on  the  new  money  which  the  city  invests  in 
its  subway  system,  the  payment  for  each  section  of  the  system  beginning  immediately 
upon  its  being  placed  in  service.  The  investment  upon  which  this  return  is  paid 
naturally  does  not  include  the  expenditures  made  from  the  large  fund  accumulated 
from  the  city's  55  per  cent  of  the  net  revenues  of  the  surface  lines  under  the  1907 
franchises. 

The  only  possible  relief  from  the  payment  of  this  rental  is  through  the  right  granted 
to  the  city,  within  lawful  limits,  to  assess  all  or  any  part  of  the  cost  of  subways  upon 
private  property  specifically  benefited  thereby.  This  may  be  done  only  by  special 
ordinance  in  each  case,  and  the  exercise  of  the  right,  with  its  probable  attendant 
litigation,  is  doubtful.  In  the  case  of  deficiencies  in  gross  revenue,  the  only  pa>Tnent8 
haA-ing  ])riority  over  the  city  rentals  are  operating  expenses  and  reserAes,  taxes,  and 
fixed  charges  on  prior  obligations. 

It  is  apparent  that  the  6  per  cent  charged  for  rental  is  not  cost.  It  is  probably  much 
more  than  cost,  for  the  usual  sinking  fund  should  not  be  necessary  as  the  lessee  under- 


EXTENSION  OF  GOVERNMENT  CONTROL  OF  RAILROADS.      1415 

takes  to  "maintain,  repair,  and  renew"  the  entire  subway  system  throughout  its 
indeterminate  lease.  Combined  interest  and  sinking  fund  charges  on  the  Boston 
subways  are  less  than  5  per  cent,  so  that  Chicago  is  apparently  anticipating  a  profit 
from  its  subway  leases. 

5.  Return  on  capital  value. — ^The  simplest  form  in  which  return  on  the  investment 
can  appear  as  an  element  in  cost  of  service  is  a  fixed,  straight  percentage  on  capital 
value.  None  of  the  service-at-cost  franchises  has  this  simplicity.  The  nearest 
approach  to  it  is  found  in  Cleveland  and  Des  Moines,  where  actual,  existing  fixed 
charges  are  allowed  on  funded  indebtedness  and  6  per  cent  on  the  remainder  of  capital 
value,  represented  by  stock  and  floating  debt.  This  means  a  variable  average  return 
as  the  proportions  of  indebtedness  and  stock  change.  In  Cleveland  bonds  bearing 
5  per  cent  interest  have  gradually  been  retired  and  replaced  by  6  per  cent  stock. 
The  market  value  of  this  stock  has  remained  appreciably  above  par  since  1911,  when 
the  franchise  was  amended  to  increase  its  security. 

Slight  modifications  of  this  general  plan  are  found  in  the  Boston,  Bay  State,  and 
Massachusetts  acts.  Actual  fixed  charges,  either  existing  or  future,  are  provided  for 
in  all  these  acts  and,  in  addition,  fixed  rates  of  return  upon  stock  investments.  The 
Boston  act  authorizes  a  $3,000,000  issue  of  preferred  stock  paying  7  per  cent  dividends, 
and  an  ultimate  return  upon  present  or  future  common  stock  of  6  per  cent.  During 
the  first  five  years  the  return  on  the  common  is  less,  being  5  per  cent  during  the  first 
half  of  that  period  and  5^  per  cent  during  the  remainder  of  the  period.  The  Bay 
State  and  Massachusetts  acts  provide  for  6  per  cent  uniformly  upon  capital  stock 
investment. 

The  Chicago  consolidated  basis  of  return  is  somewhat  similar.  Fixed  charges  of 
5  per  cent  are  allowed  upon  prior  obligations  of  the  old  companies  (not  to  exceed  60 
per  cent  of  the  total  capital  value)  and  8  per  cent  is  allowed  on  the  balance  of  the 
capital  value  until  1932,  with  7  per  cent  thereafter. 

The  Philadelphia  franchise  allows  actual  fixed  charges  upon  prior  obligations,  and 
actual  charges  and  dividend  requirements  upon  all  new  capital  issued  under  authority 
of  the  supervisor.  Dividends  upon  the  prior  capital  of  $30,000,000  are  to  be  paid  at 
the  rate  of  5  per  cent  if  and  when  the  city  is  paid  a  similar  return  upon  its  investment 
in  new  transit  facilities.     These  payments  are  cumulative. 

All  the  above  grants  accept  the  rates  of  return  fixed  or  to  be  fixed  by  investors  for 
secured  loans.  The  grants  themselves  fix  the  return  upon  unsecured  investments. 
The  difference  in  most  cases  is  1  per  cent.  Theoretically,  there  is  the  same  assurance 
of  return  for  both  classes  of  investment  under  the  service-at-cost  plan  during  the  life 
of  the  franchise.  Under  an  indeterminate  franchise  (or  a  term  franchise  with  obliga- 
tions of  renewal  or  purchase)  with  satisfactory  terms  of  purchase,  the  theoretical 
difference  in  security  of  principal  is  small.  There  is,  however,  in  the  minds  of  invest- 
ors a  practical,  material  difference.  It  may  be  worthy  of  note  that  in  one  service-at- 
cost  city  the  mayor  not  long  ago  in  all  seriousness  proposed  that  the  guaranteed  return 
of  6  per  cent  to  stockholders  be  reduced  to  4  per  cent  during  the  continuance  of  war 
prices,  so  that  an  increase  in  fares,  then  materially  less  than  5  cents,  might  be  avoided. 

There  is  grave  doubt,  in  view  of  recent  radical  changes  in  investment  conditions 
and  the  improbability  of  return  to  the  former  more  stable  conditions,  if  it  is  now 
possible  to  fix  an  equitable  return  upon  long-term  investments.  If  the  return  becomes 
too  low,  the  investment  field  is  restricted;  if  too  high,  the  cost  of  8er\dce  becomes 
excessive.  This  condition  is  recognized  in  the  most  recent  franchise  draft  in  this  class, 
that  in  Cincinnati,  in  which  the  actual  cost  of  all  new  money  invested  under  the 
franchise  is  allowed.  In  this  franchise  the  class  of  securities,  the  normal  rate  of  return 
thereon,  their  amortization  provisions,  the  price  at  which  they  are  sold  and  other 
pertinent  conditions  are  all  subject  to  the  approval  of  both  the  local  supervisor  and 
the  State  utilities  commission.  The  prevailing  return  upon  prior  securities  is  main- 
tained. In  this  way,  investors,  public,  company,  and  any  other  parties  concerned 
are  protected. 

The  sliding-scale  principle,  well  known  among  English  utilities  but  used  to  only  a 
very  limited  extent  in  this  country,  is  embodied  in  one  of  the  railway  franchises 
included  heiein.  The  Dallas  grant  has  a  sliding  scale  of  return  on  the  capital  value 
in  connection  with  the  fare  schedule  already  stated.  When  the  highest  authorized 
rate  of  fare  is  in  effect,  the  return  is  fixed  at  7  per  cent.  When  the  next  lower  rate  is 
adopted,  the  return  becomes  8  per  cent.  For  each  of  the  lower  rates  included  in  the 
schedule  an  additional  one-half  of  1  per  cent  is  allowed.  This  gives  a  maximum 
possible  return  of  9  per  cent,  but  the  probability  of  this  rate  being  earned  is  quite 
remote  unless  there  is  a  very  radical  change  from  present  conditions. 

The  sliding-scale  principle  has  the  advantage  under  stable  conditions  that  it  encour- 
ages efficiency  of  operation.  However,  with  such  a  radical  increase  in  operating  costs 
as  has  taken  place  since  the  Dallas  franchise  became  effective,  a  higher  fare,  logically 
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necessary,  involves  a  lower  return  to  the  investor  and  at  a  time  when  money  is  com- 
manding materially  higher  rates,  the  investor  therefore  being  subject  to  a  double 
injustice.  The  reverse  condition  of  a  higher  return  with  a  lower  fare  resulting  from 
business  stagnation  is  equally  open  to  criticism.  The  results  of  this  application  in 
Dallas  of  the  sliding  scale  to  a  railway  situation  will  be  watched  with  interest,  but 
satisfactory  working  is  not  to  be  expected  under  present  unstable  conditions.  It  will 
probably  also  be  found  that  the  fare  and  return  steps  contained  in  this  franchise  are  too 
large  for  stability.  Alternate  up  and  down  changes  at  the  prescribed  minimum 
intervals  of  six  months  are  to  be  expected  if  the  fares  ever  get  below  the  maximum 
rate. 

The  remaining  franchises  in  this  group  embody  the  profit-sharing  principle  of  return. 
Supplementing  a  minimum  fixed  return  on  the  capital  value,  there  is  a  division 
of  surplus  earnings  between  railway  and  city.  This  method  was  first  adopted  in  the 
Chicago  surface  franchises,  which  allow  a  return  of  5  per  cent  upon  the  capital  value 
plus  45  per  cent  of  the  surplus.  Fifty-five  per  cent  of  the  surplus  goes  to  the  city  to  be 
used  ultimately  for  the  construction  of  rapid-transit  facilities.  As  shown  in  Table  III, 
the  city's  share  of  the  surplus  during  the  10  full  years  of  operation  of  these  franchises 
ending  in  1917  amounted  to  slightly  more  than  $20,000,000. 

Table  III. — Chicago  surface  railnays — Statement  of  city's  share  {55  per  cent)  of  surplus 
from  operation  under  1907  franchises. 


1908 $1, 564,  618.  47 

1909 1 ,  386.  877.  96 

1910 1, 276, 252. 65 

1911 1, 705, 550.  30 

1912 1, 870,  908.  00 

1913 2,529,992.26 


1914 $3,002,453.16 

1915 2. 558,  383.  63 

1916 1, 665,  710.  34 

1917 2,746,998.99 

Total 20,307,735.76 


The  Kansas  City  arrangement  is  somewhat  similar,  but  the  railway  gets  a  6  per  cent 
return  upon  the  capital  value  without  any  distributable  share  in  the  surplus  until  it 
has  amounted  to  $6,300,000.  Further  surplus  is  divided  between  railway  and  city, 
the  railway  getting  only  one-third.  The  initial  $6,300,000  surplus  is  to  be  used  in 
amortizing  intangible  elements  in  the  capital  value  already  referred  to  through  the 
addition  of  uncapitalized  extensions  and  betterments  up  to  that  aggregate  amount. 
The  city  may  use  its  share  of  the  subsequent  surplus  to  finance  additions  to  the  prop- 
erty with  a  view  to  ultimate  purchase,  to  reduce  the  capital  value,  to  reduce  fares,  or, 
by  popular  vote,  for  other  public  purposes.  If  fares  are  reduced,  the  railway's  share 
of  the  surplus  which  would  otherwise  be  accumulated  must  not  be  impaired,  that  is, 
the  reduction  must  be  made  exclusively  from  the  city's  share  of  the  surplus.  The 
city's  share  in  the  surplus  has  so  far  amounted  to  only  about  $100,000. 

The  (  incinnati  grant  contains  a  combination  of  profit-sharing  and  sliding-scale 
principles.  It  provides  for  actual  fixed  charges  on  prior  obligations,  a  fixed  sum 
return  on  certain  prior  capital,  and  actual  fixed  charges  and  dividends  upon  all  new 
securities  issued  in  accordance  with  the  new  franchise.  The  company  also  shares  in 
varjdng  proportions  in  any  surplus  that  may  be  accumulated.  When  the  rate  of  fare 
is  5  cents  or  less  the  company's  share  is  4o  per  cent;  when  the  fare  is  5i  cents,  the 
share  is  reduced  to  30  per  cent;  when  the  fare  is  6  cents,  the  share  becomes  20  per  cent; 
if  the  fare  goes  above  6  cents,  the  company  gets  no  part  of  the  surplus. 

The  Montreal  grant  allows  a  6  per  cent  normal  return  upon  cajiital  value.  Upon 
new  capital  furnished  by  investors  during  the  war  or  within  two  years  after  its  termi- 
nation, an  additional  1  per  cent  is  allowed,  but  this  supplementary  return  is  wholly 
withdrawn  within  five  years  after  the  war.  The  railway  also  recei\es  a  further  return 
to  the  extent  of  20  per  cent  of  the  divisible  suri)lus,  the  balance  of  the  surplus  going 
to  the  city  (30  per  cent)  and  the  tolls  reduction  fund  (50  per  cent).  There  is  no  re- 
striction upon  the  use  of  the  city  or  company  allotments.  The  purposes  of  the  tolls 
reduction  fund  have  already  been  explained.  The  company  is  not  permitted  to  pay 
dividends  on  its  stock  in  excess  of  10  per  cent. 

This  grant  also  provides  for  two  supplementary  allowances,  one  of  which  is  unique 
in  francliise  history.  The  fii"st  is  a  fixed  annual  sum,  equivalent  to  one-half  of  1  per 
cent  of  the  initial'capital  value  ($181,431.47)  for  the  expenses  of  new  financing,  in- 
cluding printing  and  engraving,  legal  and  registration  fees,  listing,  etc.  Any  unused 
part  of  this  allowance  must  be  kept  intact  with  interest  accretions  until  the  termina- 
tion of  the  franchise,  when  it  may  be  distributed.  This  item  of  cost,  where  specifically 
provided  for,  is  more  commonly  a  charge  to  capital  value.  In  the  Oliicago  surface 
franchises  a  fixed  percentage  is  allowed  on  the  cost  of  all  capital  additions  for  this 
and  other  overhead  costs.  In  Philadelphia  the  actual  financing  costs  are  included  iu 
capital  value. 
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The  unique  allowance  in  the  Montreal  grant  is  an  "operating  allowance,  "  an  amount 
equal  to  one-eighth  of  1  per  cent  of  the  current  capital  value,  awarded  to  the  railway 
annually  if  the  actual  operating  expenses  are  within  the  amount  per  car-mile  fixed 
by  the  supervisor  as  already  explained,  or  do  not  exceed  this  amount  by  more  than 
2|  per  cent,  or,  if  exceeding  it  by  a  greater  percentage,  such  greater  excess  is  on  account 
of  abnormal  conditions  not  within  the  control  of  the  railway  and  certified  as  such  by 
the  supervisor.  If  the  excess  is  not  so  certified,  the  railway  receives  no  operating 
profit,  and  any  expenses  in  excess  of  the  allowance  plus  the  margin  of  2^  per  cent 
thereof,  less  the  one-eighth  of  1  per  cent  of  capital  value  otherwise  allowed  as  an 
operating  profit,  must  be  made  up  from  the  railway's  own  resources. 

The  purpose  of  this  operating  allowance  is  distinctly  commendable.  It  sets  up  each 
year  a  specific  standard  of  operating  efficiency  in  the  light  of  conditions  then  existing, 
not  those  which  a  score  of  years  before  were  thought  might  exist.  If  the  standard  is 
met  by  sustained  vigilance,  a  deserved  reward  is  made.  If  this  vigilance  is  relaxed 
and  extravagance  is  permitted,  not  only  is  the  reward  lost  but  the  railway  must  pay 
the  bill  from  its  own  pocket.  The  possible  objections  to  sucli  an  allowance  are  obvious. 
The  standard  operating  expense  must  be  fixed  with  unvarying,  scrupulous  fairness  and 
honesty,  and  in  the  light  of  sustained,  intimate  knowledge  of  operating  conditions  and 
requirements.  Otherwise,  either  injustice  is  done  the  public,  or  the  railway  becomes 
discouraged  in  its  efforts  to  maintain  maximum  efficiency.  A  tendency  might  develop 
to  recognize  past  earnest  but  unsuccessful  attempts  of  the  railway  to  secure  its  reward 
by  liberality  in  fixing  a  future  standard  of  expense,  or  on  the  other  hand  past  in- 
difference on  the  part  of  the  railway  might  suggest  a  relatively  low  standard .  It  would 
be  difficult  to  decide  if  or  when  such  tendencies  were  beyond  the  intent  of  the  franchise 
in  establishing  this  policy  of  reward.  The  whole  scheme  has  needed  and  attractive 
possibilities,  and  its  actual  workings  will  be  watched  with  interest. 

6.  Amortization. — -A  large  proportion  of  the  mortgages  upon  electric-railway  property 
contain  sinking  fund  or  improvement  fund  provisions  by  which  the  outstanding  in- 
debtedness thereunder  is  gradually  reduced,  or  the  amount  of  property  subject  to  a 
given  indebtedness  is  gradually  increased.  The  annual  requirements  for  such  funds, 
usually  from  1  per  cent  to  2  per  cent  of  the  bonds  outstanding  or  certified,  are  taken 
from  gross  income  and  are  a  part  of  the  cost  of  the  service  rendered.  The  railways 
operating  under  the  franchises  herein  considered  are  not  exempt  from  this  general 
practice.  Several  of  them  have  supplementary  amortization  provisions  wliich  show 
special  conceptions  of  the  meaning  or  distribution  of  the  cost  of  service. 

The  earliest  of  these  franchises  is  that  in  Kansas  City.  The  initial  capital  value  in 
this  case,  as  already  noted,  contained  an  item  of  $6,300,000  for  intangible  elements 
such  as  development  cost  and  franchise  value.  It  was  decided  that  these  elements 
should  not  be  a  permanent  factor  in  the  cost  of  service.  To  the  extent  that  they  repre- 
sented the  value  of  the  surrendered  old  franchises,  they  should  be  wiped  out  by  1925, 
when  they  would  have  expired.  To  the  extent  that  they  represented  unrecovered 
early  losses,  the  necessity  for  amortization  is  not  as  clear.  There  is  no  unanimity  of 
opinion  as  to  how,  if  ever,  early  losses  should  be  made  up  by  regulated  public  utilities. 
In  competitive  business  the  problem  is  comparatively  simple.  The  regulated 
utility  may  take  care  of  its  inevitable  early  losses  in  one  of  three  ways:  (1)  By 
maintaining  abnormally  high  rates  during  a  definite  succeeding  more  profitable 
period;  (2)  by  never  recovering  the  losses  themselves  but  indefinitely  earning  interest 
thereon;  (3)  by  gradually  but  not  regularly  charging  off  the  losses  from  the  profits  of 
supernormal  periods,  together  with  a  return  on  the  unamortized  balance.  The  first 
method  involves  injustice  to  the  patrons  of  the  period  involved.  The  second  method 
is  not  unjust  to  any  patrons  and  is  economically  sound,  but  meets  with  a  surprising 
amount  of  opposition — instinctive,  political  and  otherwise.  The  third  method,  con- 
fessedly a  compromise,  is  practical  if  not  scientifically  correct.  The  Kansas  City 
franchise  adopts  this  method.  The'entire  surplus  income,  to  the  extent  of  the  initial 
$6,300,000  accumulation,  is  to  be  used  by  the  railway  for  uncapitalized  extensions  and 
betterments,  thereby  gradually  substituting  tangible  in  place  of  intangible  property, 
until  the  latter  is  eliminated.  The  rate  of  substitution  depends  upon  the  profitable- 
ness of  the  business. 

The  city  may,  if  it  sees  fit,  carry  this  amortization  program  further  by  applying  its 
share  of  the  surplus  beyond  the  initial  $6,300,000  to  further  uncapitalized  extensions 
and  betterments  or  to  reductions  of  capital  value,  thus  decreasing  the  unit  cost  of  the 
service.     This  program  was  predicated  upon  a  profitable  5-cent  fare. 

The  Philadelphia  grant  embodies  no  new  amortization  features  other  than  a  sinking 
fund  ou  the  city's  transit  facilities,  presumably  sufficiently  large  to  retire  the  entire 
invetsment  within  a  reasonable  term  of  years.  It  confirms,  however,  an  unusual 
amortization  feature  in  the  1907  franchise  by  which  a  fund  is  to  be  accumulated  to 
retire  the  entire  issue  of  stock  then  outstanding  at  the  expiration  of  that  franchise,  the 
city  then  becoming  the  owner  of  the  property.     There  is  no  provision  in  the  new 
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franchise  by  which  this  amortization  can  be  suspended  other  than  temporarily. 
Clearly  such  proceeding  burdens  the  present  generation  of  patrons  with  a  part  of  the 
cost  of  serving  the  succeeding  generation. 

The  Chicago  consolidated  franchise  contains  the  remaining  amortization  feature  of 
interest.  Five  years  after  the  effective  date  of  the  ordinance,  the  company  must  begin 
to  accumulate  such  a  fund .  For  the  first  five  years  thereafter  accrual  is  at  the  rate  of  one- 
quarter  of  1  per  cent  of  the  capital  value ;  for  the  next  five  years  it  is  at  one-half  of  1  per 
cent;  for  the  next  five  years  it  is  three-quarters  of  1  per  cent,  and  after  the  end  of  the 
initial  20  years  the  rate  of  1  per  cent  applies.  Under  the  operation  of  this  final  fixed 
1  per  cent  there  must  be  no  diminution  in  the  amount  of  the  annual  accrual,  although 
the  capital  value  may  decrease.  This  fund  may  be  used  for  retirement  of  outstanding 
obligations  or  to  pay  for  uncapitalized  extensions  and  betterments,  the  effect  in  either 
case  being  to  reduce  the  capital  per  unit  of  property.  If  this  franchise  were  to  con- 
tinue in  operation  for  about  50  years  with  the  amortization  annuity  in  scheduled 
effect,  the  equivalent  of  the  original  capital  value  would  have  been  wholly  retired,  a 
large  proportion  of  the  annual  cost  of  subsequent  additions  to  property,  financed 
through  the  amortization  fund,  would  be  uncapitalized.  and  the  cost  of  ser\'ice  would 
be  appreciably  reduced.  The  then  existing  situation  may  be  expressed  mathemati- 
cally if  certain  average  assumptions  are  made.  At  the  end  of  n  years  with  an  annual 
increase  of  r  per  cent,  the  capital  value  would  be  (l-f-r)"  times  the  initial  capital  value. 
If  n  — 50  and  r  — 5  per  cent,  the  capital  value  at  the  end  of  50  years  would  be  11.47 
times  the  initial  capital  value.  The  portion  of  capital  retired  through  amortization 
would  be  1.00/11.47,  or  nearly  9  per  cent.  If  it  is  further  assumed  that  one-sixth  of  the 
subsequent  additions  to  property  are  financed  through  the  amortization  fund  and 
therefore  uncapitalized.  it  appears  that  between  15  per  cent  and  20  per  cent  of  the 
total  subsequent  capitalization  is  not  subject  to  regular  capital  charges.  If  these 
charges  would  otherwise  be  40  per  cent  of  the  annual  revenue,  the  reduction  in  revenue 
thereby  becomes  6  per  cent  to  8  per  cent.  This  reduction  is  partly  but  not  wholly 
offset  by  the  objectionable  amortization  annuity  itself.  To  the  extent  that  it  is  not 
offset,  the  partons  of  early  years  contribute  to  the  cost  of  the  ser\dce  in  later  years. 

7.  Surplus  and  reserves . — The  final  item  in  the  cost  of  ser\'ice,  after  the  initial  accu- 
mulation of  the  required  surplus  and  sundry  reserves,  is  negligible  in  the  average 
year,  including  only  such  increases  in  these  accounts  as  may  be  required  by  increased 
volume  of  business.  In  any  particular  year  there  may  be  an  addition  to  the  reserves 
from  operating  revenues  if  a  deficiency  exists  or  a  withdrawal  if  current  revenues  are 
insufficient  to  meet  current  expenses  and  charges.  The  methods  and  limitations  of 
such  procedure  are  more  specifically  described  in  a  following  section. 

SUMMARY   AND   DISCUSSION    OP   COST   ELEMENTS. 

The  different  elements  of  service  cost  as  set  forth  herein  may  here  be  reviewed  and 
useful  conclusions  drawn  from  their  treatment  in  the  different  franchises. 

1.  A  fixed  allowance  for  operating  expenses,  changeable  only  by  action  of  a  city 
council,  is  not  practicable.  An  annual  budget,  prepared  in  the  light  of  expected 
conditions,  is  much  better  as  a  means  of  checking  actual  operations  and  as  a  possible 
basis  of  reward  for  operating  efficiency. 

2.  A  minimum  allowance  for  maintenance  and  replacements  such  as  is  commonly 
found  is  quite  important,  preferably  one  accrual  for  the  combination.  It  should  be 
materially  in  excess  of  current  requirements  unless  the  property  has  reached  a  maturity 
and  stability  unusual  among  street  railways.  There  should  be  a  limit  to  the  accumu- 
lation of  unused  accruals.  Although  gross  revenue  is  not  a  scientific  basis  of  accruals 
and  total  reserve,  it  has  definite  practical  advantages,  particularly  if  the  percentages 
of  gross  revenue  are  automatically  adjusted  to  the  prosperity  of  the  business. 

3.  Taxes  should  be  limited  to  the  usual  assessments  upon  commercial  property. 
There  should  be  no  franchise  or  gross  earning  taxes. 

4.  Rentals  of  transit  facilities  should  be  limited  to  actual  cost  to  the  lessor.  If 
rapid  transit  facilities  are  leased  from  the  city,  a  provision  for  abatement  of  rentals 
when  and  to  the  extent  that  the  traffic  can  not  properly  bear  the  burden  is  to  be 
commended. 

5.  The  return  upon  capital  should  not  be  wholly  fixed  because  the  future  normal 
return  can  not  be  foreseen.  Actual  interest  and  amortization  should  be  allowed  upon 
indebtedness.  A  substantial  proportion  of  preferred  stock,  bearing  a  fixed  return,  may 
well  be  authorized.  The  final  equity,  represented  by  common  stock,  should  have  a 
return  varying  with  general  business  conditions  or  with  efficiency  of  operation,  or  both. 
Without  this  last  incentive  to  sustained  alertness,  stagnation  will  result.  None  of 
the  franchises  here  reviewed  has  an  ideal  pro^'i3ion  for  an  equitable  return  to  investors. 
A  share  in  the  surplus,  added  to  a  fixed  return,  is  commendable  but  may  fail  to  accom- 
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plish  its  purpose  under  abnormal  business  conditions.  The  same  objection  applies 
to  the  sliding  scale  of  rates  and  return.  Within  limits,  the  operating  profit  plan  is 
thoroughly  good.  It  might  be  improved  by  making  it  proportional  to  operating 
efficiency  instead  of  being  fixed.  By  combinations  or  amplifications  of  such  methods 
there  should  be  assured  to  the  holders  of  the  final  equity  such  an  increase  in  their 
minimum  return  as  will  secure  a  degree  of  efficiency  and  progressiveness  approaching 
that  found  in  unregulated  private  business.  Such  incentives  would  involve  no 
increase  in  ultimate  cost  of  service.  It  would,  among  other  things,  tend  to  reduce 
the  base  rate  of  return. 

6.  There  should  be  no  amortization  of  capital  as  far  as  it  relates  to  tangible  proprety. 
There  is  no  equitable  ground  for  amortization  of  intangible  elements  of  value  repre- 
senting the  ususl  initial  losses,  but  this  may  be  permissible  to  a  limited  extent  in 
times  of  prosperity  when  fares  are  not  above  normal.  No  noticeable  burdens  should 
be  imposed  for  this  purpose. 

7.  No  further  comment  is  necessary  regarding  surplus  except  to  urge  that  no  exces- 
sive accumulations  be  made  from  revenue,  particularly  when  large  reserves  are  avail- 
able for  specific  purposes.  This  is  particularly  true  of  new  franchises  which  go  into 
effect  during  the  prevalence  of  war  prices. 

COMPARISON    OF   REQUIREMENTS   FOR   RESERVE   FUNDS. 

All  service-at-cost  franchises  seek  to  avoid  frequent  or  large  changes  in  fare  by  the 
use  of  sundry  reserve  accounts.  The  number  and  interrelation  of  these  accounts  is 
bewildering,  at  first  sight  at  least,  in  some  cases.  In  other  cases  extreme  simplicity 
is  found.  The  purpose  in  all  cases  is  the  equalization  above  stated,  but  the  effect^ 
in  some  cases  is  to  increase  present  burdens  for  the  relief  of  the  future.  If  present 
resreves,  created  from  revenue,  are  unnecessarily  large  and  are  invested  at  low  rates 
of  return,  the  patron,  indirectly  getting  the  benefit  of  such  return,  becomes  an  involun- 
tary investor  in  the  railway  instead  of  having  an  opportunity  to  finding  a  more  attract- 
ive investment  elsewhere. 

A  reserve  for  depreciation  or  replacements  is  required  in  all  these  franchises.  In 
some  cases,  as  already  stated,  maintenance  and  renewals  are  not  distinguished,  both 
being  provided  for  in  the  reserve.  The  Montreal  franchise  fixes  the  appropriations 
to  and  the  normal  accumulation  in  the  reserve.  The  Chicago  (surface  and  consoli- 
dated), Cleveland,  and  Kansas  City  franchises  fix  the  rate  of  accruals  but  not  the  nor- 
mal accumulation  in  the  reserve.  The  accumulated  reserve  in  Dallas  is  limited  to  a 
percentage  of  property  value,  varying  as  already  stated.  The  Philadelphia  accruals 
are  not  fixed  other  than  that  the  rate  for  the  city's  transit  facilities  shall  not  exceed 
one-half  of  1  per  cent  per  annum.  The  method  of  accrual  and  amount  of  the  reserve 
in  the  case  of  the  remaining  franchises  are  not  fixed  in  advance.  Judgment  as  to 
adequacy  rests  with  the  supervisor  except  in  the  case  of  Cincinnati,  where  the  utilities 
commission  will  fix  the  procedure  after  an  initial  period  of  five  years. 

A  reserve  for  accidents  is  provided  in  most  cases;  it  is  specifically  excluded  only 
in  the  case  of  Cleveland,  where  a  board  of  arbitration  decided  that  such  a  supplement 
to  the  so-called  "interest  fund"  was  not  contemplated  in  the  ordinance.  In  Dallas 
the  accrual  to  the  reserve  is  initially  fixed  at  6  per  cent  of  the  gross  revenue,  with 
provision  for  any  necessary  change.  In  other  cases,  rate  of  accrual  and  extent  of  the 
reserve  are  left  to  the  judgment  of  the  supervisor. 

The  Montreal  franchise  provides  for  two  special  funds  not  found  in  other  grants. 
The  railway  must  build  up  from  its  own  resources  a  guarantee  fund  of  $500,000  from 
which  to  pay  excess,  unauthorized  expenses,  any  penalties  imposed  by  the  city,  and 
otherwise  to  insure  the  performance  of  franchise  obligations.  The  fund  must  be 
deposited  in  an  approved,  accessible  place,  and  income  from  it  belongs  to  the  rail- 
way. To  the  extent  that  the  interest  upon  money  borrowed  for  this  fund  exceeds 
the  income  derived  from  it,  a  burden  is  imposed  directly  upon  the  company  and 
indirectly  upon  its  patrons  which  does  not  seem  warranted  by  the  practical  advan- 
tages derived  therefrom.  The  city  is  not  without  other  adequate  means  of  enforcing 
fulfillment  of  obligations,  and  excess  expenses  might  be  deducted  from  the  com- 
pany's share  of  the  devisible  surplus  or  otherwise  made  up  by  the  company  as  it 
might  see  fit. 

This  same  franchise  also  sets  up  a  contingent  reserve  fund  of  another  $500,000,  by 
accruals  from  gross  revenue  not  exceeding  1  per  cent  thereof  per  annum  as  an  equal- 
izing fund,  but  not  having  the  fare-adjusting  functions  usually  attaching  to  this  fund. 
This  contingent  fund  may  be  drawn  upon  to  make  good  deficiencies  in  revenue  and 
is  restored  as  soon  as  sufficient  revenues  are  available.  We  now  come  to  the  fund 
common  to  and  a  salient  feature  of  all  the  modern  franchises  of  this  type,  the  index 
or  barometer  which  determines  fare  changes,  variously  named  interest  fund,  reserve 
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fund,  surplus  reserve,  emergency  fund,  etc.,  and  herein  called  the  surplus  reserve. 
In  general,  this  fund  has  a  designated  normal  value,  a  lower  limit  at  which  fares  must 
be  increased  and  an  upper  limit  at  which  fares  must  be  reduced.  Where  specific 
reserves  for  replacements,  accidents,  etc.,  are  set  up,  it  is  usually  pro\'ided  that  the 
upper  limit  of  the  surplus  reserve  shall  not  be  reached  until  all  these  subsidiary 
reserves  are  normal,  brought  up  if  necessary  by  appropriations  from  the  surplus 
reserv^e.  Unless  otherwise  stated  in  the  following  outline  of  the  special  characteristics 
of  the  various  surplus  reserves,  the  funds  therein  are  capitalized  and  not  accumulated 
from  revenue. 

The  Cleveland  normal  reserve  is  1500,000  with  upper  and  lower  limits  of  $700,000 
and  $300,000,  respectively.  There  is  no  direct  relation  between  the  surplus  reserve 
and  the  replacement  reserve  accumulation.  There  is  now  an  enormous  deficit  in  the 
replacement  reserve,  or  would  be  if  all  appropriate  charges  had  been  made  to  it  rather 
than  to  special  suspense  accounts.  If  the  surplus  reserve  were  used,  as  it  should  be, 
to  make  up  this  deficit,  the  present  balance  would  be  reduced  by  more  than  .?2, 000, 000, 
possibly  to  33,000,000,  less  than  normal. 

The  ballas  franchise  sets  up  from  revenues  a  surplus  reserve  which  is  normal  at  8 
per  cent  of  the  current  capital  value.  If,  when  the  subsidiary  reserves  are  not  less 
than  normal,  the  surplus  reserve  accumulates  to  50  per  cent  above  normal,  fares  must 
be  reduced  to  the  next  lower  step  in  the  schedule.  If,  after  six  months'  operation 
under  the  reduced  fare,  the  subsidiary  reserves  are  normal  and  the  surplus  reserve  is 
still  30  per  cent  or  more  above  normal,  another  fare  reductidn  must  be  made.  Further 
decrea.ses  may  be  similarly  made  until  the  reserve  does  not  exceed  normal  by  more 
than  10  per  cent.  It  is,  however,  stipulated  that  no  fare  reductions  shall  be  made 
•  until  the  full  return  authorized  by  the  franchise  shall  have  been  paid  cumulatively 
from  the  effective  date  of  the  grant. 

If,  under  any  rate  of  fare,  the  surplus  reserve  falls  to  50  per  cent  of  normal,  the  fare 
must  be  raised  to  the  next  step.  If  the  reserve  does  not  rise  to  80  per  cent  of  normal 
within  six  months  under  the  operation  of  this  higher  fare,  another  increase  may  be 
made,  and  further  increases  may  similarly  follow  until  the  reserve  is  not  more  than 
10  per  cent  below  normal.  Thereafter  no  further  increases  may  be  made  until  the 
reserve  has  again  fallen  to  50  per  cent  of  normal. 

When  the  surplus  reserve  is  in  excess  of  normal  by  more  than  10  per  cent,  and 
either  subsidiary  reserve  is  below  normal,  the  railway  must  transfer  to  such  reserve 
such  amounts  as  are  necessary  to  bring  them  up  to  normal,  or  such  lesser  amounts 
as  will  still  leave  the  surplus  reserve  10  per  cent  above  Tiormal.  The  noteworthy 
thing  about  this  general  plan  Is  the  relation  of  the  surplus  reserve  to  capital  value, 
by  which  the  reserve  automatically  increases  as  the  property  and  business  grow. 
This  has  a  definite  advantage  oVer  a  fixed  reserve  whicn  gradually  grows  smaller  in 
proportion  to  the  volume  of  business. 

In  the  Montreal  grant  the  so-called  "tolls  reduction  fund,"  created  from  revenue, 
performs  in  part  the  immediate  functions  of  the  surplus  reserve.  The  operation  of 
this  fund  has  already  been  explained,  and  it  will  be  recalled  that  its  upper  limit  is 
between  $1,000,000  and  $2,500,000  at  the  discretion  of  the  supervisor.  In  case  of 
deficiencies  in  revenue,  involving  a  possible  increase  in  faro,  the  contingent  reserve 
fund  is  also  a  factor.  If  in  any  year  the  deficiencies  are  such  as  to  reduce  the  con- 
tingent reserve  to  less  than  $300,000,  the  deficiency  therein  and  any  in  other  subsidiary 
reserves  must  be  made  up  from  the  tolls  reduction  fund.  If  this  fund  is  thereby  ex- 
hausted, fares  must  at  once  be  raised  to  provide  at  least  the  prevailing  full  cost  of 
service.  So  long  as  any  l)alance  remains  in  the  tolls  reduction  fund  no  fare  increase 
is  necessary,  for  the  contingent  fund  still  remains.  If  the  $500,000  normal  amount 
of  the  contingent  fund  were  made  the  minimum  limit  for  fare  increase  purposes  of 
the  t,)lls  reduction  fund,  the  complication  of  the  combination  of  funds  might  have 
been  avoided. 

When  the  new  Philadelphia  franchise  goes  into  effect,  the  surplus  accumulated 
during  the  prior  operation  under  the  1907  franchise  will  be  set  up  on  the  books  as  an 
"initial  surplus."  Any  surplus  earned  under  the  new  grant  will  be  separately  ac- 
counted for  as  "new  surplus."  The  combination  of  these  two  accounts  becomes 
the  surplus  reserve.  Whenever  the  new  surplus  has  reached  the  sum  of  $2,000,000 
and  has  been  increasing  in  sul)stantial  amounts  during  the  two  years  preceding,  and 
all  costs  of  service  have  lieen  met  cumulatively,  the  rate  of  fare  shall  be  reduced 
after  approval  of  the  utilities  commission.  Whenever,  through  increased  cost  or 
diminished  revenue,  the  new  surplus  has  become  (exhausted  and  the  initial  surplus 
has  been  drawm  upon  to  the  extent  of  $500,000,  a  higher  rate  of  fares  shall  l>e  effective 
after  approval  of  the  utilities  commission.  This  plan,  without  definitely  fixing  a 
normal  surplus  reserve,  provides  a  zone  of  such  reserve,  with  upper  and  lower  limits 
$2,500,000  apart,  within  which  fares  shall  be  fixed  but  outside  of  which  they  shall 
change. 
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The  Cincinnati  franchise  pro\T.des  for  a  normal  surplus  reserve  of  $400,000,  of  which 
$250,000  is  to  be  procured  from  the  sale  of  securities,  the  balance  of  $150,000  to  be 
the  entire  initial  surplus  to  that  extent  earned  under  the  new  franchise,  beyond 
which  amount  the  surplus  is  divided  as  already  explained.  Whenever  after  the 
normal  surplus  reserve  has  been  created  (which  implies  the  full  cumulative  payment 
of  all  elements  of  service  cost)  it  shall  be  increased  by  $250,000,  or  62^  per  cent,  the 
fares  then  in  effect  shall  be  decreased.  If  within  two  months  after  the  reduction 
the  reserve  continues  to  increase,  a  second  decrease  may  be  made.  WTienever  after 
the  normal  surplus  reserve  has  been  created  the  amoimt  in  the  reserve  shall  be  re- 
duced by  $1.50,000,  or  37i  per  cent,  the  fares  shall  be  raised,  and  if  after  two  months' 
use  of  the  higher  fares  the  reduction  in  reserve  continues,  another  increase  may  then 
be  made,  and  this  process  is  continued  until  the  reserve  is  restored.  At  the  beginning 
of  the  franchise  term,  before  the  normal  surplus  reserve  has  been  created,  the  fares 
may  be  increased  from  the  initial  tentative  5-cent  rate  if  the  results  of  two  months' 
operation  show  that  the  revenue  is  insufficient  to  cover  the  cost  of  the  service,  and 
further  increases  may  similarly  be  made  at  intervals  of  two  months  until  the  required 
revenues  are  obtained. 

The  Chicago  consolidated  grant  provides  for  a  surplus  reserve  of  $2,000,000.  Fares 
must  be  increased  if  this  reserve  is  drawn  down  to  $1,000,000  to  make  deficits  good. 
The  fare  increase  shall  be  calculated  to  restore  the  reserve  to  normal  by  the  end  of 
the  following  fiscal  year.  After  the  deficits  have  been  made  up  fares  may  be  reduced 
if,  in  the  judgment  of  the  trustees,  a  new  deficit  would  not  thereby  be  created.  Fares 
may  be  decreased  at  other  times  if  the  accumulation  in  the  reserve  and  the  surplus 
receipts  are  "sufficient  to  justify  it." 

The  Boston  act  requires  the  creation  of  a  surplus  reserve  of  $1,000,000.  If  at  the 
end  of  any  calendar  quarter  ending  June  30,  1919,  or  thereafter  the  reserve  is  30  per 
cent  above  the  initial  normal  amount,  and  the  revenues  for  the  preceding  quarter 
have  exceeded  the  cost  of  service,  the  fares  shall  be  reduced  within  one  month.  If  at 
the  end  of  any  quarter  ending  June  30,  1919,  or  thereafter  the  surplus  reserve  shall 
be  below  normal  by  more  than  30  per  cent,  fares  shall  be  increased  within  one  month. 
If  the  surplus  reserve  shall  be  entirely  exhausted  on  June  30,  1919,  or  semiannual 
dates  thereafter,  or  the  balance  is  insufficient  to  meet  existing  deficiencies,  the  trus- 
tees may  call  upon  the  treasurer  of  the  Commonwealth  for  funds  to  make  up  all  ac- 
cumulated deficits  in  accordance  mth  the  Massachusetts  policy  already  outlined. 

It  is  to  be  noted  that,  although  June  30,  1919,  is  still  in  the  future,  two  fare  increases 
have  already  been  made  on  the  Boston  Elevated  system  and  others  are  under  con- 
sideration to  take  care  of  large  deficits,  but  no  call  has  yet  been  made  upon  the  State 
for  aid.  It  is  reported,  however,  that  the  trustees  will  shortly  recommend  that  the 
State  purchase  from  the  company  its  part  of  the  subway  system  and  relieve  the  com- 
pany of  all  charges  upon  the  entire  publicly  owned  rapid-transit  facilities  used  by 
the  company. 

Table  IV. — Characteristics  of  surplus  reserves,  the  fare  "barometers"  in  service-at-cosl 

franchises. 


Normal 

reserve. 

Range  of  upper  and 
lower  limits. 

City. 

Amount. 

Per  cent 

of  capital 

value. 

Dollars 
between 
limits. 

Per  cent 

of  either 

limit  from 

normal. 

Cleveland 

S500,000 
1575,000 

$400,000 

40 

Dallas 

8 

50 

Montreal 

1,200,000- 
2,700,000 
2,500,000 

2400,000 

600,000 
500, 000 

Philadelphia 

Cincinnati 

400,000 

1,000,000 
500, 000 

/             62.5 
t             37.5 
30 

Boston 

Bay  State : 

50 

Massachusettes 

3  6-12 

30 

Chicago  (consolidated) 

2,000,000 

n, 000,000 

4  50 

1  Approximate  initial  amount. 

2  $2.50,000  above  normal;  $150,000  below  normal;  all  other  specified  ranges  are  divided  equally  above  and 
below  normai. 

3  Per  cent  of  annual  revenue. 

*  Below  normal  onl}"  upward  range  not  specified. 
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The  Bay  State  act  fixes  the  amount  of  the  normal  surplus  reserve  at  $500,000  and 
the  upper  and  lower  limits,  heyond  which  fares  shall  be  changed  under  procediire 
similar  to  that  in  the  Boston  act,  at  50  per  cent  from  the  normal. 

The  Massachusetts  act  fixes  the  reserve  less  definitely  in  per  cent  of  the  capital 
value,  but  establishes  the  upper  and  lower  limits  30  per  cent  from  normal,  with  pro- 
cedure in  fare  increases  similar  to  the  other  acts  already  mentioned. 

A  review  of  these  various  reserve  programs  shows  unanimity  in  favor  of  accumula- 
tions for  replacements,  and  nearly  the  same  agreement  in  favor  of  an  accident  reserve. 
There  is  also  a  fare  index  fund  where  varying  fares  are  contemplated.  In  connection 
with  the  upper  and  lower  limits  of  such  funds,  fixed  to  indicate  the  need  of  a  change 
in  fare,  attention  is  directed  to  the  stipulation  in  a  few  cases  that  fares  shall  be  changed 
when  these  limits  are  reached  only  if  there  has  been  a  general  upward  or  downward 
tendency  in  surplus  revenues  for  a  considerable  period  of  time  in  the  direction  con- 
firming the  need  of  the  fare  change.  The  two-year  tendency  period  fixed  in  Phila- 
delphia may  be  too  long,  but  the  application  of  the  principle  will  tend  to  prevent 
needless  fluctuations  in  fares  at  times  of  brief  especially  good  or  bad  business  condi- 
tions. Other  special  funds  or  reserves,  found  in  a  few  cases,  apparently  serve  no 
essential  purposes  and  might  be  eliminated  for  simplicity  by  slightly  modifj'ing  the 
functions  or  characteristics  of  those  universally  employed. 


GROSS  REVENUES. 

i 

t 

Operating 
profit. 

— ^ 

Operating  expenses 
and  taxes. 

<- 

, 

Financing 
allowance. 

■ 

f 

Replacement 
fund  $500,000. 

< — 
< — 

Maintenance  and 
replacements. 

<- 

, 

f 

Fixed  return 
upon  capital. 

•<- 

f 

Franchise  tax. 

— «- 

t 

Contingent 
accruals. 

-* — 

Contingent 
fund  $500,000. 

^ 

1 

Divisible 
profit. 

V 

i 

t 

4 

1 

Company 
profit 
(20%) 

1 

1 

City  profit 
(30%) 

Tolls  reduction  fund 

(50%) 

Montreal  Tramways  Co. 


Several  diagrams  are  shown  herewith,  illustrating  the  relation  between  reserves 
current  operating  revenues,  and  service  costs.  These  diagrams  set  forth  more  clearly 
than  descriptive  text  the  direction  of  flow  of  available  funds  from  revenue  to  divisible 
surplus,  the  interrelation  of  revenue,  costs,  and  reserves,  and  existing  prioritiea  in 
disbursements. 
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GROSS  REVENUES. 

CAPITAL. 

4- 

1 

1 

Working  capital. 

Operating  expenses,  maintenance, 
and  taxes. 

— <- 

' 

4 

->- 

Replacement 
reserve. 

< 

— > 

Replacements. 

-._ 

i 

Rentals. 

— < 

t 

Return  on  investment. 

*■ 

1 

Franchise  tax. 

f 

Divisible  profit. 

i 

i 

Company  profit  (sliding  scale). 

Reserve  fund,  $400,000. 

Cincinnati  Traction  Co. 


1 

GROSS  REVENUES. 

4- 
1 

Operating  expenses,  taxes,  and 
rentals. 

^ 

1 

4- 

1 

Maintenance  and  replacements. 

' 

•        - 



t 

Accident 
accruals. 

Accident 
reserve. 

< — 

f 

Minimum  return  on  capital  value. 

^ 

- 

l- 

1 

Replacement  reserve,  6%  to 
18%  of  revenues. 

— < — 

Additional  return  on 
capital  value. 

t 

' 

Surplus,  8%  of  capital  value  (accumulated  after  normal  reserves  and  fu 
authorized  return  have  been  provided). 

Dallas  Railways  Co . 
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PENALTIES. 

Little  needs  to  be  said  witli  respect  to  the  penalties  which  may  be  imposed  under 
these  franchises  for  violation  of  their  terms,  with  the  exception  of  two  which  have 
unique  provisions.  These  penalties  are  in  the  form  of  a  reduction  in  return  upon 
capital  value  not  exceeding  1  per  cent  for  any  and  all  offenses.  In  both  the  Cleveland 
and  Dallas  grants  the  application  of  such  severe  measures  is  limited  to  matters  sub- 
mitted to  arbitration  and  to  violation  of  decisions  with  respect  thereto.  The  board  of 
arbitration  determines  the  amount  of  the  penalty  (within  the  limit  fixed)  in  Cleveland, 
aad  its  duration,  coinciding  with  the  violation  of  the  decision,  in  both  Cleveland  and 
Dallas. 

GENERAL   PROVISIONS. 

Most  of  these  franchises  do  not  differ  from  older  forms  of  grants  with  respect  to  the 
various  general  terms  and  conditions  usually  considered  essential  in  such  cases.  There 
should  be  a  noticeable  difference  in  certain  matters  from  the  public  point  of  view. 
Where  the  public  is  paving  the  costs  of  service,  it  should  be  careful  that  it  does  not 
set  up  extravagant  standards  or  provisions,  such  as  special  types  of  track  construction, 
iron  poles  exclusively,  power  plants,  car  houses,  and  other  extensive  buildings  upon 
expensive  city  real  estate,  etc.  Provisions  that  cars  shall  seat  not  less  than  40  passen- 
gers and  be  operated  by  2  men  are  inconsistent  with  the  latest  developments  for 
efficient  service.  On  the  other  hand,  an  agreement  that  the  city  may  call  upon  the 
railway  to  clean  and  water  occupied  streets  at  bare  cost  plus  10  per  cent  when  traffic 
will  not  be  impeded,  is  quite  consistf^nt  with  the  fundamental  intent  of  these  grants. 

A  wise  provision  in  this  or  any  other  form  of  franchise  is  that  which  permits  the 
cancellation  of  anv  specific  requirement  or  feature  found  to  be  unlawful  without  dis- 
turbing the  rest  of  the  grant,  provided  the  matter  in  question  is  not  an  essential  one 
or  wag  not  a  controlling  or  material  inducement  to  the  making  of  the  agreement.  In 
the  matter  of  extensions  of  lines  and  service,  aside  from  certain  initial  or  minimum 
requirements,  a  commendable  policy  is  embodied  in  a  number  of  these  grants  to  the 
effect  that  extensions  into  new  territory  will  not  be  required  when  their  operation 
would  impair  the  present  or  futwe  ability  of  the  railway  to  earn  a  reasonable  (or 
specified)  return  upon  its  property  as  a  whole.  Other  than  for  such  restrictions,  the 
cities  may  order  any  new  facilities  that  appear  to  be  needed.  Ability  to  finance  the 
necessary  expenditures  upon  reasonable  terms  is  a  further  limitation  found  in  a  few 
cases. 

Arbitration  of  disputes  in  the  conventional  way  is  permitted  in  nearly  all  cases, 
but  there  is  a  noticeable  tendency  to  restrict  the  scope  of  arbitration,  leaving  many 
matters  to  the  decision  of  the  super%isor,  and  others,  on  appeal,  to  the  State  utilities 
commission.  In  Philadelphia,  all  matters  in  dispute  are  referred  to  the  regular 
super\d8ory  board,  ha\ing  a  member  presenting  each  side  and  a  neutral  member. 
This  plan  has  an  advantage  over  the  ordinary'  arbitration  board  in  that  at  least  two 
«f  the  members  are  intimately  acquainted  with  the  matter  at  issue  and  are  no  more 
biased  than  the  usual  party  members  in  arbitration. 

MUNICIPAL   PURCHASE. 

The  right  of  the  city  to  purchase  the  railway  property  under  serWce-at-cost  fran- 
chises is  included  in  all  such  grants  so  far  in  effect,  although  it  does  not  appear  to  be 
an  essential  element  in  those  not  of  indeterminate  form.  This  right  is  limited  as 
to  time  in  several  cases.  Dallas,  after  10  years;  Philadelphia,  after  July  1.  1927; 
Montreal,  on  March  24,  1953,  and  at  five-year  intervals  thereafter.  In  the  other 
cases  the  right  may  be  exercised  at  any  time  after  reasonable  notice,  usually  fixed 
at  six  months. 

The  price  to  be  paid  in  nearly  all  cases  is  based  upon  the  capital  value  with  sundry 
allowances  and  adjustments  described  below.  In  Cincinnati,  the  city  reserves  the 
alternative  right  to  proceed  under  the  State  law  and  pay  a  "just  compensation." 
In  Montreal,  the  purchase  price  is  to  be  fixed  by  arbitration,  it  being  stipulated  that 
the  capital  value  shall  not  be  conclusive  cN-idence  in  such  proceeding.  There  ap- 
pears to  be  no  logical  reason  for  this  last  departure  from  the  usual  practice.  If  the 
initial  capital  value  was  fairly  determined  and  additions  thereto  and  deductions 
therefrom  are  all  i)roperly  handled,  and  if  the  return  to  the  investors  throughout 
the  life  of  the  grant  is  no  more  nor  no  less  than  fair,  invohing  no  return  to  them  of 
principal  (all  of  which  is  insured  by  the  terms  of  the  grant)  the  appraised  value 
should  not  differ  from  the  then  capital  value  except  ])()ssibly  for  an  it»'ni  a]>pearing 
in  another  franchise,  the  value  of  future  rights  of  iiarticipation  in  divisible  j^rotits. 
With  the  exceptionally  long  initial  immunity  from  city  purchase  fixed  in  the  Mon- 
treal franchise,  this  value  should  be  negligible. 
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111  all  cases  the  property  purchased  includes  funds  created  for  replacements, 
daniasres,  etc.  Adjustments  are,  of  course,  required  where  these  funds  have  been 
invested  in  the  property.  "WTiere  indebtedness  is  assumed  by  the  purchaser,  it 
must  also  be  deducted  from  capital  value.  The  disposition  of  cash  and  current 
assets  and  liabilities  is  in  accordance  ^vith  usual  commercial  practice. 

A  percentage  premium  is  stipulated  in  se^"eral  of  the  purchase  pro\dsions.  In 
Cleveland  the  city  must  pay  10  per  cent  in  excess  of  the  capital  A^alue  less  any  indebt- 
edness assumed.  This  premium  is  not  paid  if  purchase  occurs  after  the  expiration 
of  the  original  term.  Pallas  must  pay  5  per  cent  in  excess  of  the  capital  value  plus 
an  additional  5  per  cent  upon  that  part  of  it  representing  additions  to  the  property 
during  the  preceding  10  years.  Kansas  ("ity  may  take  over  its  railwa}'  ■without 
premium  payment  when  its  share  of  surplus  income  invested  in  the  propertv  am.ounts 
to  59  per  cent  of  the  capital  value.  If  the  property  is  taken  before  this  50  per  cent 
has  accumulated  it  must  also  pay  the  company  "the  value  of  the  remainder  of  its 
rights  to  participation,"  and  the  cost  of  redeeming  outstanding  bonds. 

The  percentage  premiums  above  stated  may  be  considered  as  compensation  for 
terminated  profits,  for  retirement  of  obligations  and  other  liquidation  costs,  for 
amortization  of  financing  costs  and  other  intangible  assets  not  included  in  capital 
value,  etc.  "\^Tiere  such  purchase  allowance  does  not  appear,  a  compensating  sub- 
stitute is  sometimes  found  in  the  form  of  a  cumulative  payment  of  any  deficits  in 
return  from  the  date  the  franchise  becomes  effective  to  the  date  of  sale.  T^Hiere 
the  return  is  an  undivided  fixed  one  this  does  not  apply,  but  the  following  applica- 
tions in  other  cases  are  noteworthy. 

The  Philadelphia  franchise  requires  the  city  to  pay,  on  purchase,  any  deficiencies 
in  past  di\idends  on  either  new  or  old  stock.  The  Cincinnati  franchise  requires 
the  city  to  pay  all  past  deficiencies  in  operating  cost  and  return  to  investors,  together 
with  interest  on  any  money  borrowed  to  fi.nance  deficiencies.  The  Chicago  con- 
solidated franchise  apparently  has  the  equivalent  of  this  guarantee  against  final 
deficiencies,  as  it  clearly  states  that  the  various  items  of  ser'-vice  cost,  including, 
interest  and  dividends,  shall  be  cumulative.  The  Dallas  franchise  states  that  any 
balance  remaining  in  the  surplus  reserve  at  the  time  of  purchase  by  the  city  may  be 
applieci  to  the  payment  of  the  full  return  authorized  for  the  rates  of  fare  from  time 
to  time  in  effect.  Apparently  during  the  first  year  of  operation  under  this  franchise 
no  surplus  was  accumulated,  for  the  total  earned  return  was  materially  less  than 
the  5  per  cent  minimum  allowed  before  the  surplus  receives  any  credits. 

An  alternative  purchase  provision  is  contained  in  the  Chicago  surface,  Cleveland, 
and  Dallas  franchises  under  which  the  city  may  designate  another  purchaser  than 
itself.  The  purpose  of  this  provision  is  to  secure  better  terms  under  private  opera- 
tion than  the  original  grant  contains.  In  Cleveland  this  is  accomplished  through 
reduction  in  the  rate  of  return,  the  purchaser  being  required  to  accept  a  rate  at  least 
one-quarter  of  1  per  cent  lower  than  the  rate  in  effect.  No  pro\T.sion  of  this  kind  is 
embodied  in  the  other  grants,  so  that  the  advantage  of  the  so-called  licensee  clause 
is  not  apparent  except  as  a  club  over  the  holder  of  the  franchise.  The  purchaser  or 
licensee  in  Dallas  must  pay  a  5  per  cent  higher  premium  than  the  city  on  that  part  of 
the  capital  value  applicable  to  property  more  than  10  years  old. 

The  practices  above  outlined  indicate  that  the  right  of  purchase  should  be  retained 
by  the  city,  preferably  for  its  own  exercise  alone,  and  that  the  purchase  price  should 
be  the  adjusted  capital  value,  with  a  percentage  bonus  if  the  property  may  be  taken 
at  any  time.  There  are  advantages  in  an  initial  period  of 'undisturbed  private  opera- 
tion, followed  by  the  right  to  purchase  at  stated  intervals  with  a  gradually  decreasing 
bonus. 

The  purchase  should  include  the  entire  property,  whether  or  not  within  the  city 
limits,  unless  the  outside  property  is  of  such  size  and  independent  patronage  that 
it  may  be  satisfactorily  operated  as  a  separate  unit.  If  partial  purchase  is  permitted, 
a  stipulation  for  severance  damages  should  be  made.  The  pro^dsion  in  some  of  the 
franchises,  that  any  deficiencies  in  return  below  the  authorized  standard  rate,  which 
may  be  possible  during  operations  thereunder,  shall  be  fully  made  up  and  paid  as 
an  addition  to  the  purchase  price,  should  be  of  universal  application. 

CONCLUSIONS. 

Of  the  12  ordinances  or  legislative  acts  herein  considered,  pro\dding  for  ser\'ice  at 
cost,  One  has  been  in  use  for  nearly  12  years.  Eight  have  been  in  effect  or  submitted 
for  approval  within  a  period  of  little  more  than  a  year.  All  of  the  eight  provide  for 
automatically  variable  fares,  while  three  of  the  four  older  ones  do  not.  All  of  the 
recent  eight  also  provide  for  some  flexibility  in  return  to  investors,  whereas  in  two  of 
the  older  ones  such  flexibility  is  largely  lacking.     In  only  one  of  the  recent  franchises 
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is  a  newly-established  capital  value  noticeably  diminished  for  depreciation,  but  two 
of  the  earlier  four  values  were  largely  depreciated.  Public  management,  through 
trustees,  is  established  in  tliree  of  the  recent  drafts,  but  in  none  of  the  older  ones.  A 
return  of  about  6  per  cent  is  the  maximum  contemplated  in  most  of  the  older  grants. 
Seven  per  cent  is  authorized  on  certain  issues  among  the  new  ones,  with  9  per  cent 
as  a  maximum  limit  in  one  case,  the  average  being  appreciably  higher  than  in  the 
former  cases. 

The  above  fragmentary  summary  shows  definite,  progressive  tendencies  in  ser\-ice- 
at-cost  features,  partly  based  on  experience,  but  lai"gely  due  to  development  in  eco- 
nomic thought  applicable  to  such  problems.  The  tendencies  now  in  e\ddence  will 
undoubtedly  continue  and  future  franchises  of  this  class  will  show  increasing  depart- 
ure from  earlier  methods,  particularly  in  the  direction  of  increasing  flexibility  in 
the  various  necessary  standards  by  which  service  and  financial  matters  are  measured. 

WHAT   CONSTITUTES   A   LOGICAL   FRANCHISE. 

It  may  be  appropriate,  in  closing,  to  supplement  the  various  scattered  comments 
and  criticisms  contained  herein  by  a  very  brief  statement  of  the  writer's  conception 
of  the  logical  outcome  of  the  present  tenencies  in  ser\ice-at-cost  francliises.  To  that 
end,  the  characteristics  wliich  the  essential  features  herein  discussed  may  well  embody 
in  new  drafts  in  the  not  distant  future  are  here  given  in  very  brief  outline. 

The  accompanying  outline  is  not  intended  as  the  foundation  for  a  model  franchise. 
It  is  merely  a  statement  of  facts  and  tendencies  with  respect  to  a  few  of  the  many 
features  wliich  modern  franchises  contain.  Those  not  considered  herein  have,  to  a 
large  extent,  become  standardized.  Many  of  them  might  safely  be  omitted  in  these 
days  of  State  and  municipal  supervision.  The  features  herein  considered  are  still 
far  from  standardization.  The  most  striking  general  tendency  in  that  direction  is  in 
matter  of  flexibility.  The  earliest  service-at-cost  franchises  were  far  too  rigid  and 
Unadaptable.  The  later  forms  have  not  yet  tested  their  improvements  in  tliis  respect, 
but  it  is,  nevertheless,  confidently  expected  that  their  success  will  encourage  further 
advances  in  the  same  direction. 

Nothing  has  so  far  been  said  about  freedom  from  competition  under  service-at-cost 
operation,  because  it  is  not  a  prominent,  expressed  feature  of  the  franchises  discussed. 
One  of  them  specifically  states  that  it  is  not  an  exclusive  grant,  and  the  laws  of  many 
States  prohibit  monopolies.  On  the  other  hand,  an  increasing  number  of  States  are 
providing  specifically  for  exclusive  public  service  under  indeterminate  rights.  Service 
at  cost  means,  fundamentally,  adequate,  comprehensive  transportation  with  the 
lowest  possible  charges  consistent  with  permanence  of  service,  security  of  investment, 
and  regularity  of  return  to  investors.  Freedom  from  competition  is  economically 
essential  to  both  minimum  cost  and  maximum  security  under  public  regulation,  and 
should  be  provided  for  in  some  effective  manner  in  all  service-at-cost  franchises. 

ESSENTIAL   FEATURES    OF   A   MODERN    FRANCHISE    AS    OUTLINED    BY   MR.    NASH. 

Term:  Indeterminate. 

Capital  value:  Cash  investment,  if  accurately  or  approximately  determinable,  or 
cost  of  reproduction  without  deduction  for  depreciation. 

Supervision:  A  single  supervisor,  independent  and  technically  trained,  for  all 
except  quite  large  properties;  for  the  latter,  a  board  of  three,  representing  city,  com- 
pany, and  State,  the  last  named  preferably  appointed  by  the  utilities  commission. 
Appeal  from  supervisor  or  board  to  State  commission  on  the  more  important  matters. 
Extend  scope  of  supervision  if  necessary  to  av^oid  public  operation. 

Franchise  taxes:  None  should  be  imposed.  Paving  and  other  similar  burdens  which 
are  equivalent  to  such  taxes  should  be  abolifiied. 

Public  contributions:  Railways  should  be  permitted  to  receive  community  assistance 
from  taxation  authorized  by  State  when  necessary  to  maintain  essential  service.  Re- 
lief should  not  be  wholly  limited  to  present  war  period. 

Fare  schedules:  Franchises  should  not  embody  any  fixed  fare  schedules  or  limits. 
These  should  be  left  to  the  supervisor,  with  confirmation  by  the  utilities  commission. 
Schedule  steps  should  be  published  in  advance,  and  fare  changes  should  be  auto- 
matic, small,  and  as  infrequent  as  possible  through  adequate  reserve  funds. 

Cost  of  service:  The  cost  elements  should  include  (1)  actual  operating  expenses,  if 
reasonable;  (2)  an  accrual  for  maintenance  and  replacements,  usually  in  excess  of 
current  requirements,  unexpended  portions  to  be  accumulated;  (3)  actual  taxes  on 
the  usual  commercial  basis;  (4)  return  on  investment  made  up  of  actual  interest  and 
sinking  fund  requirements,  a  minimum  assured  return  upon  remaining  capital,  a 
part  or  all  of  which  should  also  participate  in  surplus  earnings  and  possibly  in  special 
rewards  foi-  efficiency. 
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Reserves:  Should  include  an  adequate  but  not  excessive  reserve  for  depreciation, 
an  accident  reserve,  and  a  fund  or  reserve  for  contingencies  and  automatic  fare  regula- 
tion. One  regulating  fund  should  be  sufficient  if  its  limits  are  carefully  defined  and 
applied  with  suitable  reference  to  current  revenue  tendencies. 

Municipal  purchase:  The  right  of  the  city,  but  no  other  party,  to  purchase  at  any 
time  all,  but  not  less  than  all,  the  railway  property  at  its  then  capital  value  plus  a 
percentage  premium  if  purchase  is  made  early  in  the  franchise  life. 

ESSENTIALS    OF   A    SOLUTION    OF   THE    RAILWAY  PROBLEM. 
[Presented  by  Mr.  Benjamin  Catchings.] 

1.  Compromise  valuation:  A  speedy  compromise  valuation  of  the  stockholders' 
equities. 

2.  A  Federal  holding  and  operating  corporation:  A  Federal  operating  and  holding 
corporation.  All  common  stock  to  be  nondividend  and  issued  without  par  value — a 
majority  control  to  the  Federal  Government  and  the  minority  to  be  voted  by  the 
governors  of  each  State  or  their  appointees,  with  adequate  representation  in  manage- 
ment to  both  the  Government  and  the  States,  investors  and  employees. 

3.  Limited  returns  to  stockholders:  Preferred  stock,  collateral  bonds,  or  participa- 
tion certificates  calling  for  a  fixed  limited  return  to  present  railway  stockholders, 
redeemable  at  a  premium  over  par,  to  be  authorized  in  50  years,  to  be  issued  in  exchange 
for  railway  stocks  upon  the  basis  of  stock  valuation  found  to  be  acceptable  both  to  the 
investor  and  to  the  Government. 

4.  Automatic  rate  adjustments:  Definite  assurance  that  rates  will  be  adjusted 
automatically,  so  that  a  fixed  revolving  fund  (say  the  $500,000,000  now  appropriated) 
shall  not  be  consumed  or  overflow  after  withdrawing  from  operating  funds  and  the 
revolving  fund  the  annual  or  quarterly  expenses  and  di\'idend  requirements — this 
involving  reduction  of  rates  or  betterment  of  service  when  rates  charged  exceed 
requirements. 

5.  Premium  for  efficiency  and  initiative:  Suitable  bonus  rewards  for  efficiency  and 
initiative  to  officers  and  operatives  from  the  operating  income. 

6.  Regulation  by  participation:  Regulation  by  intervention  of  public  officers  in 
the  management,  the  expenses  to  be  borne  by  the  railways. 

(Note. — The  prepaiation  of  the  text  of  the  following  was  sus- 
pended upon  the  American  declaration  of  war,  as  Government 
matters  have  consumed  the  time  necessary:) 

A  Railway  Public  Peace,  its  Necessity  and  the  Probable  Effect  of  Voluntary 

MUTUALIZATION . 

[By  Benjamin  Catchings,  Esq.] 

Advance  proof,  "Introduction  and  outline." 

OUTLINE   AND   INTRODUCTION. 

Chapter  1.  The  public  v.  railway  war. 

1.  The  public  has  been  at  war  with  its  railways. 
Chapter  2.  The  results  of  warfare. 

2.  The  strife  has  been  disastrous  to  the  railways,  to  the  investors  and  to  the  public 
as  well. 

Chapter  3.  The  railway  defeat — Preparations  for  peace. 

3a.  The  railways  acknowledge  defeat  and  now  actively  seek  a  permanent  peace. 

3b.  The  Congress  has  appointed  a  joint  committee  to  consider  the  subject. ^ 

I  The  congressional  investigation,  preliminary  statement.  Investigation  of  the  conditions  relating  to 
Interstate  and  foreign  commerce  and  the  necessity  for  further  legislation  relating  thereto. 

Congress  of  the  United  States, 
Joint  Committee  on  Interstate  Commerce, 

Room  326,  Senate  Office  Building, 

Washington,  D.  C. 

1.  Iniiiation  of  proceedings. — The  initiative  of  the  proceedings  provided  for  by  Senate  joint  resolution  60 
was  tak>.n  by  President  Woodrow  Wilson  in  a  message  to  the  Congress  of  the  United  States,  presented 
December  7,  lOl.i,  in  the  followng  words: 

2.  President's  message. — ''  In  the  meantime  may  I  make  this  suggestion?  The  transportation  problem  is 
an  exceedingly  serious  and  pressing  one  in  this  country.  There  has  from  time  to  time  of  late  been  reason 
to  fear  that  our  railroads  would  not  much  longer  be  able  to  cope  with  it  successfullv,  as  at  present  eqmpped 
and  coordinated.    I  suggest  that  it  would  be  wise  to  provide  for  a  commission  of  inquiry  to  ascertain  by  a 
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3c.  The  railway  executives  of  over  90  per  cent  of  the  railways  have  formed  a  joint 
conference  and  retained  counsel  to  urge  permanent  peace  upon  the  Congress  and  the 
people.' 

tharoush  canvass  of  the  whole  question  whether  our  laws  as  at  present  framed  and  administered  are  as 
serviceable  as  tiiey  might  be  in  the  solution  of  the  probb.n.  It  is  oliviously  a  problem  that  lies  at  the  very 
foundation  of  our  erflcienov  as  a  oeople.  Such  an  inqnirv  ought  to  draw  out  every  circumstance  irUid  opinion 
worth  considering,  an  i  we  need  to  know  all  sides  of  tho  matter  if  we  meiin  to  "do  anything  ni  the  field  of 
Federal  legislation. 

"No  one,  I  an  sure,  would  wish  to  take  any  backward  step.  The  regul  ition  of  the  railways  of  th^  cotmtry 
by  Federal  conimiision  has  had  ad  nirable  res'dts  and  has  fully  justified  the  hopes  and  expectations  of  those 
by  whom  the  poli'^y  of  regulation  was  originally'  proposed.  The  questi an  is  not  wh  \t  should  we  undo.  It 
is  whether  there  is  an"tliing  else  we  can  do  that  would  sunply  us  with  effei  tive  means,  in  the  very  process 
of  regal  ition,  fir  bettering  the  conditions  u  lior  which  the  railroads  are  o-ierated  and  f.ir  making  them 
more  useful  -:ervMnt-!  of  the  countrv  a*  a  whole.  It  seeins  to  me  that  it  might  be  the  part  of  wisdom,  there- 
fore, ijefore  furtlier  legislation  in  this  ."icld  is  attempted,  to  look  at  the  whole  problem  of  coordinjtion  and 
efflcienc/  ia  the  ful!  light  of  a  fresh  assessment  of  circuai;st,mces  and  opinion  as  a  guide  to  dealing  with  the 
several  parts  of  it." 

WooPROW  Wilson. 

3.  The  rrsoluHnn.— Ben  :it3  joint  resolution  No.  GO  was  introduced  in  the  Semte  and,  after  amendment 
byinduding  the  investigation  of  Oovernment  owner.shir),  was  adopted  by  both  Houses  of  Congress.  It 
was  apnroved  by  the  President  July  20,  IJIG,  and  reads  as  follows: 

"I'ublic  Resohition  No.  2>,  .Sixty-fourth  Congress.    S.  J.  Res.  GO. 
"  Joiiot  resolution  creating  a  joint  subcommittee  from  the  rrembor-hip  of  the  Senate  Committee  on  Inter- 
state Commerce  and  the  itonse  Committee  on  Interstitc  and  Foreign  Commerce  to  investigite  the  con- 
ditions relating  to  inter.state  and  foreign  commerce,  and  the  necessity  of  further  legislation  relating  thereto, 

and  defining  the  powers  and  duties  of  such  subcomnu'ttec. 

"Resolvr!)  hy  the  Senate  and  Ilmxc  of  RepreHcntaiires  oftJie  Unitrd  Slater  of  A  mcnra  irt  Cnrgresf  i.t-icmhlrd, 
That  the  Interstate  Commerce  Committee  of  the  Sen. do  and  the  Corninittce  of  the  House  of  Representatives 
on  Inter.-^tate  and  Foreign  Commerce,  through  a  joint  subcommittee  to  consist  'if  five  Senators  and  rnc 
Renresent  itivcs,  who  shall  lie  -elected  bv  said  committees,  resp-.Miivelv,  l.c,  anl  tlievheretiv  are,  ai\)ointed 
to  invc'stig  de  the  subject  of  tho  Oovernuient  control  and  regulation  of  interstate  and  foreign  tran-:portation, 
the  efliciency  of  the  existing  svstem  in  protecting  the  ligbts  of  shipp«»rs  and  carriers  and  in  promothig  tho 
pul)li''  interest,  the  incorporation  or  control  of  the  incorijor ition  of  carriers,  and  all  7irov>osed  changes  in 
the  organization  of  tho  Interstate  (\)nimerce  Com  ni -si  on  :^.nd  the  act  to  regulate  commerce,  al<o  the  subject 
of  (Jo'.c-nment  owncr-<hip  of  all  public  utilities,  s".('h  a ;  t  Icgri'ih,  wireless,  cable,  telciMione,  express  com- 
panies, and  railroads  cngigcd  in  interstate  and  fo'cign  co.  uncrcc  and  re;iort  as  to  the  wisilom  or  feasiliility 
of  ownership  of  sui'h  utilities  and  as  to  tlie  comp  rati ve  worth  and  cfliciencv  of  (lovern  nent  regulation 
and  control  as  compared  with  Government  ownership  and  oncration,  with  authority  to  sit  during  the 
recess  of  Congress  and  with  jiovver  to  summon  witnesses,  to  administer  odhs,  and  to  require  the  various 
departments,  commissions,  an  1  other  fJovernment  agencies  of  the  United  .'^tite--'  to  furnish  such  informa- 
tion and  render  such  a>sist  nee  as  may,  in  the  judgment  of  the  joint  suiicommillee  be  deou'ed  desirable, 
to  aiiV'Oint  ncccssarv  expiats,  clerks,  and  stenog- '■phcr<,  and  to  do  wlvit  ever  is  ne<'e.'^.sarv  for  a  full  and 
comprebensive  exaniin ition  ,md  sludv  of  the  subjct  uid  rcnort  to  fongress  on  or  before  the  second 
.Monday  in  January,  nineteen  hundred  and  seventeen;  that  the  sum  of  S24,IK)0,  or  so  much  thereof  as  is 
necessary  to  carry  but  the  purposes  of  this  resolution  and  to  pay  the  necessary  expenses  of  tlio  subcom- 
mittee and  its  members,  is  herebv  appropriated  out  of  any  mohcv  in  the  Treasury  not  otherwise  appro- 
priated. Slid  appropriation  shall  be  immediately  availaiile  and  shiU  be  paid  out  on  the  audit  and  order 
of  the  chairman  or  acting  chairman  of  said  subcommittee,  which  audit  and  order  shall  be  conclusive  and 
binding  upon  all  departments  as  to  the  correctness  of  the  accounts  of  such  .subcommittee. 

"Approxed,  Julv20,  Kdi.." 

Joint  subcommittee  on  Interstate  and  Foreign  Commerce. 

Francis  G.  Newlands,  Nevada,  chairman;  W'illiani  C.  Adamson,  Georgia,  vice  chairman;  Joseph  T. 
Robinson,  Arkans;v.s;  Oscar  W.  Underwood,  .Vlabama:  .Vlbert  H.  Cumnuns,  Iowa;  Frank  IS.  Brandegee 
Connecticiit:  Thctus  W.  Sims,  Tennessee;  William  A.  Cullop,  Indiana;  John  J.  Esch,  Wisconsin;  Edward 
1/.  Hamilton,  Michigan:  Frank  Healv,  clerk. 

"  .\rrani;(Mnent  of  hearings  and  puldic  invitation. 

"  It  is  the  desire  of  the  committee  to  give  ample  opportunity  to  all  interested  in  or  having  any  relation 
to  tlic  subject  miitt.er  of  the  proptised  inquiry  to  express  their  views.  Hut  the  conuniltee  would  like  early 
notice  of  the  subjects  to  be  discussed  by  the  various  persons  appearing  before  it.  so  that  the  hearing  can  be, 
as  far  as  practic  ilile,  in  orderlv  sequence  as  to  .subjects.  The  purpose  of  the  committe  is  to  hear  regarding 
Government  rcgul  dion  and  Government  owmcrship  the  opinions  of  economists  and  putdiiisti  of  eminence, 
representatives  of  the  Interstate  Commerce  Commissi.au,  the  National  .Vssoi-iation  of  State  Railroad  Com- 
missioners, State  r.iilroad  and  public  utility  commissions,  representatives  of  the  railroad  executives  and 
labor  organizations,  representatives  of  farming  organizations  and  farn'crs.  shipjiers,  and  bankers,  ropro- 
sentiti  ves  of  ch  iml)ers  of  commerce,  and  other  important  business  and  industrial  organisations. 

"Subjects  to  be  considered. 

"The  .sul)jccts  to  be  considered  are  stated  in  general  terms  in  the  joint  resolution.    *    *    ♦ 

<<*  *  t  'pj^^,  views  of  all  who  are  interested  in  or  h  ive  information  regarding  the  foregoing  questions 
are  invited  by  the  committee,  either  by  wiitten  communication  or  at  the  oral  hearings. 

"FR.vNns  G.  Newi.anps,  Chairman." 

I  The  railways  are  represented  in  the  congressional  investigation  and  their  attitude  is  as  follows: 

Mr.  ALFitF.n  P.  Tiiom: 

Page  2.S:  "My  name  is  Alfred  P.  Thom;  my  address  is  Washington,  D.  C.  The  committee  of  railroad 
executives  is  as  follows: 

"Mr.  B.  F.  Hush,  of  the  Missouri  Pacific;  A.  J.  Earling.  of  the  Chicago,  Milwaukee  &  St.  Paul:  Howard 
Eliott,  of  the  New  York,  New  Haven  &  Hartford;  W.  G.  Harahan,  president  Seaboard  .Mr  Line;  Hale 
lloldcn,  president  Chicago,  lUirlington  it  Quincy:  Mr.  L.  F.  Loree,  Delaware  A  Hudson:  Mr.  K.  S.  I.ovett, 
Union  Pacific;  Mr.  C.  H.  .Markham,  Illinois  Central:  Mr.  Samuel  Rea,  of  the  Pennsvlvania  Railroad;  A. 
II.  Smith,  of  the  N'ew  York  C^<ntral;  Mr.  F.  D.  Underwood,  of  the  Erie;  Mr.  II.  Walters,  of  the  Atlantic 
Coast  Line:  and  Mr.  Daniel  Will.ird,  of  the  Baltimore  it  Ohio  Railroad. 

"  Of  that  committee  Mr.  Frank  Trumbull  is  chairman  and  Mr.  Francis  H.  Sisson  is  assistant  to  the  chair- 
min.  Anv  communii>ation  j  to  that  committee  from  this  committee  may  be  addressed  either  to  Mr.  Frank 
Trumbull,  at  til  Bro  id  wav.  New  York,  who  is  chairman,  as  I  have  stated,  or  if  it  is  desired  they  may  more 
quicktv  roach  me  in  Washington 

"  We  will  1)0  prepared  to  present  our  views  during  the  course  of  this  investigation.  Wo  have  forniuKated 
our  views  in  respect  to  many  of  the  subjects  which  will  be  considered.    There  are  others  which  have  come 
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3d.  The  situation  demands  action  quick,  generous,  and  decisive.  The  railways  are 
between  the  upper  and  nether  millstones  of  public  restriction  of  rates  and  pressing 
demands  for  more  wages  and  greater  equipment;  only  by  their  action  can  the  forces 
now  closing  upon  them  be  made  beneficial  and  not  destructive.  Changes  in  the  law 
will  be  too  slow.     It  is  largely  a  case  of  "  Save  thyself.  " 

Chapter  4.  Railway  concessions — income  a  public  trust. 

4-A.  The  railways  now  concede  that  public  regulation  of  rates  and  income  has 
come  to  stay. 

4-B.  The  railways  admit  that  they  are  now  under  the  law  entitled  only  to  a  fail 
return  upon  a  fair  valuation  of  their  actual  property. 

4-C.  It  is  apparent  that  all  railway  income  is  a  general  trust  fund  in  which  the 
public  have  a  definite  ultimate  interest  after  a  fair  return  on  present  value  and  suitable 
reserves  ha"\'e  been  set  aside. 

Chapter  5.  A  fair  valuation  and  a  fair  income. 

5-A.  Vast  expense  to  the  public,  tremendous  injury  to  railway  credit,  wasteful 
delay,  and  paralysis  of  growth  can  all  be  saved  by  a  speedy  agreement  as  to  railway 
values. 

5-B.  The  market  value  of  railway  stocks  is  a  fair  and  reasonable  standard  for  the 
valuation  of  the  equities  of  the  stockholders. 

5-C.  While  p  )ssiblv  more  or  less  than  the  actual  ultimate  value  to  be  determined 
by  the  courts,  ^'et  H)  the  investor  would  gain  in  certainty  of  income  and  principal 
whatever  he  might  lose  on  such  a  valuation.  (2)  The  public  would  gain  in  the  econo- 
mies of  a  railwav,  peace,  elimination  of  waste,  saving  of  expense,  and  would  benefit 
by  the  enjo\Tnent  of  vast  prosperity  based  upon  railway  expansion  of  trackage  and 
equipment.     These  gains  w^ould  more  than  offset  any  loss  by  excess  valuation,  if  any. 

Chapter  6.  Security  and  credit. 

6-A.  A  just  and  fair  return  to  railway  stockholders  upon  the  basis  of  a  present 
market  vahiation  would  be  a  present  maximum  cumulative  dividend  of  fi  per  cent, 
with  automatic  adjustment  of  dividend  as  security  of  income  and  principle,  is  assured 
from  public  cooperation  and  generous  recognition  of  the  railway  problem. 

G-B.  The  accumulation  of  surplus  quick  assets  and  reserves  for  refunding,  amortiza- 
tion, and  wiping  out  of  debt  and  capitalization  within,  say,  25  years,  would  provide 
funds  for  sustaining  the  present  market  value,  and  assure  payment  of  both  dividends 
and  interest  in  lean  years  and  in  periods  of  stress. 

6-C.  The  savings  from  a  permanent  railway  peace,  economies  in  operation  and 
management,  with  such  additional  income  as  may  be  necessary  will  provide  that 
"margin  of  safety"  of  income  and  principal  which  alone  is  necessary  to  make  railway 
in-\'estment  exceedingly  popular  and  to  reestablish  railway  credit. 

Chapter  7.  Public  regulation  wdth  protection. 

7-A.  Public  regulation  of  income  having  come  to  stay,  public  regulation  and  super- 
vision of  outgo  must  follow,  including  wages  and  conditions  of  labor  and  the  general 
expenditiu'es  of  railway  income. 

7-B.  If  the  railways  can  voluntarily  or  by  legislation  relieve  themselves  of  the 
responsibility  of  fixing  the  wages  of  employees  and  conditions  of  labor  and  place  this 
burden  upon  the  same  public  authority  that  regulates  the  railway  income,  then  the 
danger  and  loss  from  labor  strikes  and  from  the  fear  of  such  troubles  will  be  largely 
eliminated. 

7-C.  At  the  same  time,  the  railway  employees  would  obtain  a  ready  means  for 
having  their  problems  gradually  adjusted  to  the  changing  conditions  ofliving  by  a 
public  body  able  not  only  to  grant  their  demnads,  but  proXdde  funds  for  their  accom- 
plishment. 

Chapter  8.  Government  supervision — not  operation. 

8-A.  Government  ownership  and  Government  operation  should  be  and  can  be 
avoided,  and  discussion  of  these  questions  should  not  confuse  the  issue  of  a  present 
railway  peace. 

recently  into  the  matter  with  rospert  to  wliieli  we  liave  not.  We  liiive  nnrlerstood  that  this  is  an  investi- 
gation proposed  by  the  President  and  ordered  by  Congress  to  consider  the  question  of  transportation  from 
the  stand ooint  of  tlie  public.  We  feel  it  incumbent  noon  us  to  keep  our  minds  open  as  to  what  we  shall 
ultimately  nropose  for  an^'  reasons  that  may  be  advanced  by  the  thought  of  the  coimtrv  in  respect  to  the 
general  subject,  and  even  thou.2:h  we  mav  have  our  o\\m  convictions  at  the  moment  as  to  what  we  shall 
propose,  we  should  lil-e  to  cou'^ider  the  suggestions  which  mav  be  made  hv  economists  and  financiers  re- 
lating to  the  credit  of  the  carriers  and  to  other  matters  invohing  the  philosophy  of  regulation,  so  that  we 
mav  be  able  to  review  anv  preconception  that  we  may  have  in  respect  to  this  matter." 

Publia  invitation  bv  the  railwavs. 

On  .lai.nary  16,  1917,  before  the  Railway  Business  A.ssociation,  Mr.  Thorn  said:  ''I  have  the  satisfaction 
of  being  able  to  sav,  with  the  authority  of  the  railway  system  which  I  represent  in  this  matter,  that  we  are 
more  concerned  with  results  than  with  pride  of  opinion:  that  if  economists  or  bankers  or  shippers  or  members 
of  Congress  can  nropose  a  remedy  that  will  cure  the  dLscase.  the  fact  that  the  successful  idea  originates 
somewhere  else  than  with  ourselves  will  not  give  us  the  slightest  pang  of  jealousy  or  tinge  of  regret." 
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8-B.  Government  activities  in  the  railway  problem  should,  if  possible,  be  kept 
out  of  management  and  should  be  confined  to  the  general  declaration  and  mapping 
out  of  the  great  principles  of  operation  with  power  to  correct  abuses  of  these  principles. 

Chapter  9.  Voluntary  mutualization. 

9-A.  The  railways  will  gain  if  voluntary  action  on  their  part  leads  the  way  to 
permanent  peace  through  voluntary  mutualization. 

9-B.  Voluntary  mutualization  includes  (I)  a  frank  voluntary  recognition  that  rail- 
way income,  property,  and  corporations  are  of  a  public  nature  and  are  for  public 
benefit.  (2)  A  voluntary  limitation  of  di\-idends  on  stock  to  a  fair  return  upon  present 
market  values.  (3)  Voluntary  employment  of  sufficient  directors,  creditors,  and 
inspectors  appointed  by  the  railways  with  the  advice  and  consent  of  the  public 
authorities,  with  sufficient  power  to  assure  both  the  public  and  the  investor  of  the 
proper  handling  and  disposition  of  the  revenues  and  public  funds  collected  and 
administered  by  the  railways. 

9-C.  The  terms  of  a  voluntary  mutualization  would  probably  be  better  for  the 
railway  and  its  investors  than  a  Government  nationalization  of  the  railways. 

9-D.  If  the  railways  lead  in  a  just  and  fair  mutualization  the  Government  and  the 
public  will  probably  follow  the  method  de\rised.  If  the  railways  await  or  invite 
compulsory  nationalization  it  will  be  the  public  which  leads  and  defines  the  basis 
of  peace  and  the  railways  must  follow. 

Chapter  10.  Sowing  dragon's  teeth. 

10-A.  Some  of  the  railway  suggestions,  if  adopted,  would  raise  up  an  army  of 
enemies;  add  to  public  suspicion,  cause  extensive  litigation,  stir  up  contention,  and 
might  prove  to  be  dangerous  boomerangs  in  practice. 

IQ-B.  Some  of  the  suggestions  of  members  of  the  Congressional  Committee  and  of 
publicists  also  might  result  in  great  harm  if  put  into  practice.  Much  that  has  been 
suggested  that  may  be  ultimately  valuable  should  for  the  present  be  taken  out  of  the 
discussion  in  order  that  the  light  of  investigation  and  concentration  of  thought  may 
be  focused  upon  the  \'ital  elements  of  permanent  peace  and  cooperation  between 
the  public  and  its  railways. 

Chapter  11.  Public  regulation  and  its  method. 

11-A.  The  question  of  changes  in  jurisdiction  and  nature  of  the  Interstate  Commerce 
Commission  is  not,  comparatively  speaking,  of  prQaaing  present  importance  and  for 
good  reasons  should  be  taken  out  of  present  discussions. 

11-B.  The  present  Interstate  Commerce  Commission  and  the  public-service  com- 
mission of  each  State  might  well  be  invited  to  consider  and  recommend  a  compre- 
hensive system  whereby  the  business  of  present  and  greater  future  regulation  might 
be  simplified  and  made  effective  and  concurrent. 

11-C.  The  question  of  the  formation  of  the  public  regulating  body  is  one  which 
the  railways  might  very  well  leave  severely  alone,  as  the  public  thought  might  be 
repelled  by  the  idea  that  those  to  be  regulated  are  selecting  the  very  instrument  of 
their  regulation. 

11-D.  Outline  of  a  joint  Federal  and  State  system  of  regulation. 

Chapter  12.  Permanent  railway  peace  and  what  it  means. 

12-A.  The  results  of  voluntary  mutualization. 

12-B.  The  results  of  a  permanent  peace  between  the  public  and  its  railways. 

12-C.  The  vision  of  a  public  corporation  carrWng  on  the  great  public  railway 
business  of  the  Nation  is  both  attractive  and  inviting. 

12-D.  The  "National  Railway  of  America"  a  suggestion.  There  is  now  practically 
no  competition  among  the  railways.  A  private  monopoly  is  abhorrent.  A  publicly 
controlled  monopoly  under  adequate  regulation  and  supervision  of  income  and  outgo 
is  an  ultimate  necessity.  The  savings  alone  would  amortize  the  entire  railway 
capitalization  and  debt  within  10  years,  according  to  reliable  estimates. 

12-E.  A  national  railway  association — its  probable  benefits  and  usefulness. 

13-A.  Summary. 

13-B.  Conclusion. 

(The   matter   submitted   by   the    Railway    Business   Association 
appears  in  full  below,  as  follows:) 
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■(Railway  Business  Association,  Committee  on  Railways  After  the  War.  W.  W.  Salmon.  Rochester, 
chairman,  president  General  Railway  Signal  Co.;  J.  C."  Bradley,  BufTalo,  president  Pratt  &  Letchworth 
Co.:  E.  J.  Kearnev,  Milwaukee,  secretary  Kearney  &  TrecVer  Co.:  E.  B.  Leigh,  Chicago,  president 
Chicago  Railway  Equinment  Co.:  Herbert  I.  Lord, "Detroit,  Detroit  Lubricator  Co.:  Stephen  C.  Mason, 
Pittsburgh,  secretary  McConway  &  Torley  Co.:  A.  H.  Mullikcn,  Chicago,  president  Pettibone,  Mulliken 
Co.:  W.  G.  Pearce,  New  York,  president  American  Brake  Shoo  &  Foundry  Co.:  H.  H.  Westinghouse, 
New  York,  chairman  Westinghouse  .\ir  Brake  Co.] 

Conditions  for  Transportation  Progress. 

statement  filed  with  the  committee  on  interstate  commerce  of  the  united 
states  senate  by  w.  w.  salmon,  president  of  the  general  railway  signal 
co.  of  rochester,  n.  y.,  appearing  for  the  railway  business  association  as 
chairman  of  its  committee  on  railways  after  the  war! 

The  Railway  Business  Association  is  composed  of  manufacturers,  merchants,  and 
engineers  engaged  in  the  railway  supply  industry,  which  is  believed  to  employ  in 
normal  times  nearly  as  many  persons  as  are  engaged  in  operating  the  railways.  In  an 
appendix  to  this  statement  are  our  constitution  and  by-laws  and  a  list  of  our  members 
and  officers. 

We  do  not  propose  herein  to  offer  a  comprehensive,  detailed  project  for  a  national 
transportation  system,  but  rather  to  make  certain  recommendations  and  comments 
suggested  by  our  experiences  and  our  special  interests. 

Unless  we  greatly  misconceive  the  trend  of  national  opinion  it  is  at  this  time  the 
desire  of  a  large  majority  of  the  ]3eople  of  the  United  States  that  as  soon  as  possible 
Congress  shall  enact  remedial  legislation  affecting  the  railways  engaged  in  interstate 
commerce,  and  that  thereupon  and  not  later  than  the  end  of  the  21  months  prescribed 
in  the  Railroad  Control  Act  they  shall  be  returned  to  private  ownership  and  operation 
under  strong  and  helpful  Government  regulation;  and  that  only  a  small  minority 
desires  to  experiment  with  Government  ownership  of  the  railways  or  to  continue  the 
present  or  any  modified  form  of  Government  operation  for  five  years  or  for  any  time 
in  excess  of  21  months  following  the  ratification  of  a  treaty  of  peace. 

Therefore,  to  spare  you  needless  repetition  of  matter  heretofore  ably  presented  to 
you  by  others,  we  shall  proceed  with  our  statement  as  if  Congress  had  already  deter- 
mined in  favor  of  a  return  of  the  railways  to  their  private  owners  for  operation  following 
the  enactment  of  certain  needed  laws  respecting  their  regulation. 

Our  first  recommendation  in  the  language  adopted  at  a  convention  of  our  association 
in  Chicago  on  January  9  last,  is  as  follows: 

INDEPENDENT   FEDERAL   CORPORATIONS. 

"While  permitted  to  cooperate  with  one  another  so  as  to  eliminate  duplication 
of  service  and  facilities  and  to  secure  the  most  efficient  and  economical  use  of  routes, 
terminals,  and  vehicles,  and  permitted  under  Federal  sanction  to  effect  consolidations 
if  essential,  railway  properties  should  be  operated  by  independent  Federal  corpora- 
tions as  numerous  as  may  be  consistent  with  their  financial  strength  and  stability." 

While  we  believe  that  there  should  be  such  amendment  of  existing  laws  as  will 
admit  of  greater  cooperation  between  the  railways  and  of  any  consolidations  and 
merges  deemed  by  competent  Government  authority  to  be  in  the  public  interest, 
the  phase  of  the  foregoing  recommendation  which  we  first  wish  to  discuss,  because  it 
very  specially  and  vitally  affects  our  industry,  is  that  railway  properties  should  be 
privately  owned  and  operated  by  private,  independent  corporations  as  numerous  as 
may  be  consistent  with  their  financial  strength  and  stability. 

TO    MAINTAIN   AMERICAN   LEADERSHIP. 

The  part  which  our  industry  performs  in  the  national  economy  is  to  furnish  the 
physical  facilities  with  which  transportation  is  carried  on.  We  look  with  disfavor 
upon  any  project  for  a  tranv'^portation  system  which  would  end  American  leadership 
in  mechanical  progress  in  this  field.  One  of  the  conditions  of  such  progress  is  that  the 
discoverer,  the  inventor,  or  developer  of  improvements,  no  matter  how  poor  or  obscure, 
may  carry  his  device,  project,  or  system  from  one  railway  to  another  until  he  finds  a 
road  willing  to  make  a  test  of  it. 

This  essential  condition  becomes  less  favorable  as  the  number  of  railways  decreases 
and  would  actually  or  in  effect  be  a  single  system  in  which  design,  specification,  and 
purcha-e  are  centralized,  since  the  discoverer  or  developer  whose  plea  for  trial  is 
rejected  by  the  one  man  or  the  one  board  representing  such  a  unified  railway  system 
would  have  none  other  to  whom  or  to  which  he  could  go.     It  is  well  to  remember  that 
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certain  of  the  discoveries  and  inventions  which  haA^e  contributed  most  \T.tally  to  the 
economy  and  safety  of  railway  operation  have  been  refused  a  trial  by  leading  person- 
ages in  "transportation  history. 

The  above  observations  apply  also  to  commodities  now  more  or  less  generally  used 
and  to  staples  not  patented.  Quality  of  output  and  of  serAdce  improves  if  new  con- 
cerns coming  into  the  field  can  make  a  place  for  themselves  by  demonstration  of  some 
kind  of  superiority  over  the  older  companies.  The  selection  of  goods  and  of  dealers 
is  an  administrative  act,  an  exercise  of  judgment,  in  which  able  and  honest  men  may 
and  do  differ.  It  is  therefore  in  the  public  interest  that  the  rejection  of  teuders  by 
one  road  shall  not  close  the  door,  and  that  if  rejected  by  one  road  there  may  be  many 
roads  to  which  a  maker  or  dealer  may  go  until  one  is  found  willing  to  give  him  a  trial 
in  the  course  of  which  he  may  demonstrate  the  quality  and  the  character  which  in 
time  -nill  attract  buyers  who  at  first  were  indifferent  and  hostile. 

PROBLEMS   or  THE   INVESTOR. 

To  illustrate  some  of  the  outstanding  differences  between  centralized  buying  and 
buA-ing  by  a  number  of  independent  organizations,  we  submit  as  appendix  A  to  this 
statement  a^copy  of  a  letter  written  us  by  a  manufacturer,  Mr.  W.  Volkhardt,  of 
Staploton  Station,  Staten  Island,  N.  Y.,  describing  his  experience  in  dealing  with  a 
department  of  the  United  States  GoA"ernment  and  in  dealing  with  railroad  companies. 

THE   AIR   BRAKE. 

Let  me  illustrate  further  by  reciting  the  history  of  a  device  well  known  to  all  of  us. 
For  a  number  of  years  prior  to  1910  there  had  been  substantial  advances  in  the  railway 
wage  scale.  If  no  other  factors  had  entered  into  the  situation  the  result  would  liave 
been  such  an  increase  in  operating  cost  that  the  public  would  have  been  called  upon 
long  before  1910  to  pay  higher  transportation  rates.  As  a  matter  of  fact  other  elements 
intervened,  so  that  for  a  period  of  years  the  railways  were  able  to  pay  the  higher 
wages  ■svithout  a  corresponding  raise  in  rates.  Those  other  elements  were  factors  in 
the  direction  of  economy.  The  size  and  tractive  power  of  the  locomoti^•e  were  greatly 
increased,  the  size  of  the  freight  car  enlarged  and. the  number  of  cars  in  a  train  aug- 
mented. Together  with  these  changes  came  necessarily  a  rebuilding  of  the  roadbed, 
an  increase  in  the  weight  of  the  rail,  and  a  strengthening  of  bridges.  The  grand  re- 
sult to  which  all  these  improvements  tended  can  he  expressed  in  a  single  phrase, 
namely,  increased  trainload.  That  one  item  is  the  detail  of  railway  operation  which 
most  commonly  taken  as  the  test  of  eli'ciency. 

This  leads  us  to  the  incjuiry  how  the  mechanical  equipment  of  this  larger  and  heavier 
train  differs  from  the  mechanical  e'luipment  of  its  predecosst)r.  A  number  of  impor- 
tant functions  would  enter  into  the  answer,  but  concerning  one  such  item  at  least  it 
is  correct  to  say  that  without  its  radical  dcN  elopmeut  the  general  result  could  not  have 
been  accomplished.     I  refer  to  the  control  of  the  train  tlirough  the  air  brake. 

At  my  request  my  colleague,  the  chairman  of  the  \\'estinghou3e  Air  Brake  Co.,  ^Ir. 
II.  H.  Westinghouse.  has  written  a  letter  which  is  .Appendix  B  attached  to  this  state- 
ment. Your  special  attention  is  invited  to  the  list  which  he  gives  of  improvements 
in  the  brake  from  time  to  time,  and  his  comment  upon  the  process,  as  follows: 

"Each  of  the  improvements  edited  was  in  response  to  a  demand  created  by  the 
necessity  for  increased  transportation  facilities,  and  in  every  instance  was  developed 
with  the  aid  of  some  sympathetic  railway  company,  willing  to  afford  the  cooperation 
recjuired  to  test  and  perfect  the  apparatus  for  the  purpose  intended.  As  a  rule,  rail- 
way managers  were  not  over  enthusiastic  about  testing  untried  devices,  and  it  became 
necessary  to  lind  the  right  man  and  ausjucious  conditions,  in  order  that  the  de-sired 
development  and  demonstration  iniglit  be  made.  This  process  was  greatly  facilitated 
by  the  number  of  railways  to  which  appeals  could  be  made.  *  *  *  j  agree  with 
you  that  the  future  of  inventions  in  connection  with  transportation  will  be  bright 
in  proportion  to  the  freedom  and  independence  with  which  a  number  of  railroads 
may  test  and  demonstrate  new  devices." 

EVILS    OF   CENTKAI.IZATION. 

What  has  been  said  applies  not  only  to  a  centralization  under  Government  control. 
It  would  apply  also  to  centralization  by  privately-oi)erated  railways.  It  will  be 
appropriate  for  Congress  to  aim  at  jireservation  of  such  forms  of  cooperati(Mi  among 
railroads  as  have  been  demonstrated  to  possess  advantages  during  the  period  of  tJov- 
ernment  control.  It  is  to  be  hoped,  however,  that  clear  distinctions  will  be  made 
between  those  forms  of  cooperation  which  are  ad^•antageous  and  those  which  are  not. 
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Concerning  distribution  of  locomotives  little  need  be  said.  Some  ^vitty  commentator 
has  remarked  that  a  locomotive  never  travels;  by  which  he  meant  that  almost  never 
before  we  went  into  the  war  was  an  American  locomotive  seen  off  the  line  of  the  owner, 
and  many  an  engine  passes  its  life  entirely  upon  one  division. 

Cars  present  another  situation.  Concerning  car  distribution  much  can  be  learned 
from  the  experience  of  the  Railroads'  War  Board  in  1917  and  the  Government  control 
since  the  beginning  of  1918.  Car  distribution  can  be  made  to  serve  the  public  most 
effectively  if  the  railroads  unite  in  a  central  agency  created  for  that  purpose.  AMiat 
we  underscore  is  that  in  unifying  distribution  there  should  be  a  complete  avoidance 
of  unification  in  design,  specification,  and  purchase. 

Standardization  of  cars  has  been  prominent  in  the  public  eye  for  about  a  year. 
The  significant  fact  is  that  standardization  under  pri^^ate  control  had  for  many  years 
before  1918  proceeded  rapidly  and  effectively,  with  the  result  that  when  distribution 
was  unified  for  war  needs  every  freight  car  was  perfectly  interchangeal)le  on  every 
line.  This  was  because  dimensions  essential  to  interchangeability  were  thorouglily 
standardized,  although  there  Mas  wide  diversity  of  detail  "representing  difi'erence  of 
opinion  and  stage  of  progress. 

STANDARDIZATION . 

It  is  common  to  inqiiire  whether  the  standard  locomoti^•e  or  tl  e  -fiMidafd  car  pro- 
duced under  CTOvernment  control  is  a  good  locomotive  or  a  good  c  i .  '  !t  is  also  fre- 
quently asked  whether  it  was  wise  or  unwise  for  the  Railroad  :  iln^uistration  to 
attempt  standardization  under  the  conditions  as  they  existed,  i  r  >m  our  point  of 
view  these  are  past  c(uestions  which  all  concerned  can  ^^'ell  afford  to  ignore.  The 
problem  which  should  seriously  concern  is  the  future.  Whatever  merits  the  standard 
locomotive  and  the  standard  car  may  have,  tliese  vehicles  are  made  up  of  ingredients 
which  were  developed  under  a  system  of  independent  competing  railroads.  There 
is  nothing  to  indicate  that  under  unifi.ed  purchase  mechanical  progress  would  con- 
tinue. It  is  our  judgment  that  it  would  not.  We  believe  that  if  standardization  had 
been  adopted  10  or  15  years  ago  the  standard  locomotive  of  to-day  or  one  as  good 
could  not  ha^•e  been  constructed.  We  are  convinced  further  that  if  "central  standards 
should  be  adopted  now  either  under  Government  control  or  through  cooperation 
among  railroads.  10  or  15  years  from  now  the  locomotive  of  that  clay  will  be  little 
if  any  in  advance  of  what  we  have  now. 

One  of  the  conditions  under  which  manufacturers  of  equipment  can  best  perform 
the  service  which  the  public  rightfully  expects  of  .us  is  that  in  whatever  adjustment 
Congress  adopts  the  individual  railroad  shall  remain  clothed  with  full  discretion  as 
to  design,  specification,  and  purchase,  and  that  there  shall  be  as  little  consolidation 
of  lines  as  may  be  consistent  with  the  financial  strength  and  stability  of  the  several 
roads. 

GOVERNMENT   LEASES    FOR    OPERATION. 

In  advocating  the  preservation  of  numerous  independent  railway  organizations 
we  would  lay  stress  upon  the  word  "independent,"  Various  recommendations  are 
under  public  discussion  which,  in  our  judgment,  would  tend  to  defeat  such  inde- 
pendence. 

One  of  those  recommendations  is  that  while  leasing  railroads  to  private  operating 
companies  the  Government  should  own  the  properties.  We  suggest  your  careful 
scrutiny  of  that  proposal.  Would  the  Government  own  the  ties  and  rai'ls  as  well  as 
the  right  of  way?  Would  it  own  the  bridges  and  terminal  structures?  Would  it  own 
the  rolling  stock?  If  it  owned  all  or  any  of  these  things  the  Government  would 
instantly  find  itself  confronted  -with  the  function  of  renewals,  replacements,  and 
additions. 

It  is  inconci  ivable  that  the  accomplishment  of  these  essential  processes  would 
be  separated  from  the  op  rating  management.  Such  a  separation  would  be  a  revo- 
lution without  precedent  in  commrce,  industry,  transportation,  or  anv  other  sphere, 
and  a  revolution  fruitful  of  conflict,  confusicn,  and  impotence.  The  functionary 
who  manag  s  th"  running  of  the  plant  manages  the  selection  and  procurement  of  the 
plant  and  its  upkeep.  Assume  that  such  was  to  be  the  case.  Would  not  Congress 
put  Government  directors  on  every  railroad  board  to  represent  the  ownership?  It 
would  be  Government  mon-y  that  w^s  being  spent,  and  in  every  business  transac- 
tion the  ownrr  insists  and  rightly  insists  upon  a  voice  on  expnditures.  Congress 
mighf  prescribe  that  the  Govtrnment  should  have  a  majority  of  the  board,  if,  indeed, 
it  diel  not  make  th"  whole  boarel  govern mrntal. 

We  urge  you  to  reflect  upon  the  situation  which  this  would  create.  Suppose  the 
least  extreme  cas".  Imagine  only  one  Govi  rnment  director  on  each  board.  Is 
there  any  doubt  that  that  director  would  sit  at  the  head  of  the  tabh— that  when  it 
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came  to  selection  of  managers  and  determination  of  operating  policies  the  voice 
which  controlled  would  be  the  voice  of  the  owner? 

As  furnishers  of  railway  necessaries,  we  assure  you  of  our  con\T.ction  that  dealing 
with  a  railroad  owned  by  the  Government  would  be  dealing  with  the  Government, 
even  though  the  Government  were  to  go  through  the  form  of  _delegating_  operation 
to  a  company  nominally  private.  We  would  expect  production  of  equipment  to 
be  centralized  in  due  course.  We  would  look  upon  such  an  arrangement  as  the 
beginning  of  the  end  of  mechanical  progress,  and  as  the  signal  that  inventors  and 
developers  of  invention  had  better  seek  other  occupations. 

GOVERNMENT   GUARANTY. 

Another  recommendation  which  is  before  you  is  Government  guaranty.  It  is 
significant  that  the  leading  advocate  of  that  "proposition  who  has  testified  before 
the  Senate  Committee  is  the  pr  sident  of  an  organization  speaking  for  owners  of 
railway  securities,  while  the  leading  opponent  of  it  before  the  committee  is  a  cele- 
brated railway  manager  identified  "with  m'^chanical  and  functional  progress,  with 
efficiency  of  operation,  and  with  economy  of  results.  The  manager  knows  and  tells 
you  that  guaranty  spells  operating  indolence,  waste,  and  higher  cost  of  service.  We 
as  servants  of  the  public  on  the  side  of  progr  ss  toward  safer,  quicker,  and  cheaper 
transportation  beg  you  to  contemplate  before  pmbracing  Government  guaranty  the 
completeness  with  which  you  might  thr  by  pliminat^  from  management  the  incen- 
tive to  try  new  devices  in  the  qu  st  of  bett- r  service  or  low  r  cost. 

A  guaranty  might  be  welcom"  to  som  >  pr  sent  hold  rs  of  outstanding  securiti-^s. 
Such  a  guaranty  might  attract  in  tho  future  investment  by  those  who  are  thinking 
mainly  of  security  and  very  little  of  reward  of  real  enterprise,  but  we  submit  that 
if  the  United  States,  which  is  still  so  largely  undeveloped  for  lack  of  railways,  is  to 
see  in  the  future  railway  construction  approaching  in  \dgor  that  of  the  past,  invest- 
ment can  not  be  confined  to  guaranteed  issues  at  correspondingly  low  rates  but  must 
include  opportunities  combining  risk  of  loss  with  hope  of  unusual  reward.  It  should 
be  needless  to  remark  that  under  a  system  of  guaranties  investors  would  hardly  ex- 
pect managers  to  display  sufficient  energy  for  the  realization  of  unusual  profits.  Those 
who  already  have  securities  may  appeal  to  the  judicial  courts  to  restrain  regulatory 
bodies  from  depressing  rates  to  a  point  below  what  will  yield  some  l>are  legal  return, 
but  in  order  that  service  may  be  adequate  the  public  must  depend  upon  the  legis- 
lative branch  to  establish  regulation  which  will  permit  earnings  sufficient  to  attract 
capital. 

Guaranty,  moreover,  like  ownership,  portends  Government  directors  on  railroad 
boards.  The  guarantor  as  well  as  the  owner  has  a  stake  in  supervision  over  expen- 
ditures. The  hour  when  you  sanction  Government  guaranties,  that  hour  you  place 
the  hand  of  Government  on  the  management  and  give  every  employee  an  occupa- 
tional interest  in  elections. 

REGULATION    ITSELF   IN    DANGER. 

If  Congress  is  reluctant  to  have  Government  railway  management,  it  would  merely 
be  changing  the  name  without  escaping  the  thing  to  introduce  either  Government 
ownership  or  Government  guaranty.  A  necessary  function  of  Government  is  regu- 
lation. As  developers  of  inventions,  it  has  been  our  experience  that  after  a  device, 
particularly  a  safety  device,  has  passed  the  stage  of  experimental  demonstration 
and  successful  use  on  some  of  the  lines.  Government  influence  has  assisted  in  ex- 
tending its  application  to  other  roads.  If  the  Government  policy  in  the  future  is 
to  have  what  President  Wilson  has  termed  "some  new  element" — the  element  of 
foresight,  provision  of  rates  to  meet  future  traffic  needs — may  it  not  become  one  of 
the  functions  of  regulation  to  encourage  the  extended  use  of  fully  demonstrated 
appliances  not  only  in  the  field  of  safety  but  in  the  field  of  economy?  Apart  from 
our  interest  in  the'matter  as  shippers  and  citizens,  we  have  a  stak(>  in  th(>  preserva- 
tion of  Government  regulation  as  developers  of  inventions.  I<Yom  that  point  of  view 
we  think  it  appropriate  for  us  to  emphasize  the  danger  that  the  Government  in  under- 
taking any  of  the  functions  of  management  or  of  control  over  or  responsibility  for 
management,  would  thereby  part  with  its  regulatory  fimction.  We  can  not  con- 
ceive one  department  of  the  Government  r(>gulating  another. 

The  president  of  our  association,  ]\Ir.  Alba  B.  Johnson,  in  an  address  delivered  at 
our  annual  meeting  on  January  9,  said: 
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TO   PRESERVE   ACCOUNTABILITY. 

"No  commission  that  you  could  set  up  would  criticise  another  department  of  the 
Government.  During  the  past  year  we  have  seen  an  example.  The  railway  con- 
trol act  gave  the  executive  authority  to  raise  the  rates,  subject  to  review  by  the 
Interstate  Commerce  Commission.  You  have  noticed  how  heroically  that  body  has 
resisted  temptation  to  exercise  any  such  power. 

"There  seems  to  be  in  Congress  some  sentiment  for  the  enactment  of  provisions 
which  their  advocates  believe  would  be  in  the  direction  of  stricter  regulation  but 
which  would  actually  have  the  effect  of  throwing  regulation  out  of  the  window. 
There  is  talk  of  Government  directors  of  railway  corporations.  Just  as  surely  as 
Congress  puts  one  Government  representative  on  a  railroad  board  we  shall  see  the 
beginning  of  the  end  of  regulation.  You  will  never  hold  private  management  to 
accountability  if  there  is  a  Government  man  in  there  consenting  to  everything  and 
a  party  to  everything  before  it  is  done.  You  will  never  get  a  regulatory  body  to 
criticise  an  institution  which  is  partly  or  wholly  another  department  of  the  Gov- 
ernment. 

AMERICAN   boy's   CAREER. 

"  Government  directors  on  boards  would  mean  Government  influence  in  the  selec- 
tion of  managers  and  in  the  framing  of  policy.  The  American  system  is  that  a  boy 
starts  at  the  bottom  and  without  political  services  or  pull  works  his  way  upward 
through  a  career,  perhaps  to  the  top.     Instead  of  that  we  would  have  politics. 

RESPONSIBILITY  IN   REGULATION. 

"Why  are  Government  directors  proposed?  Because  Government  guarantee  of 
interest  or  dividends  is  proposed.  If  the  Government  owns  railroad  securities  or 
guarantees  them  it  will  insert  its  tentacles  into  the  management.  But  why  is  there 
talk  of  guarantee?  Simply  and  solely  because  it  is  feared  Congress  will  run  away 
from  its  plain  duty  of  providing  revenue  which  will  enable  the  roads  to  finance  them- 
selves independently.  If  we  do  not  have  responsible  regulation  and  the  Government 
furnishes  its  credit,  the  cost  must  either  be  assessed  after  all  upon  the  users  in  rates 
or  upon  all  the  citizens  in  the  tax  levy.  If  we  have  responsible  regulation  we  shall 
not  need  Government  guarantees,  and  we  shall  escape  Government  directors  and  the 
Government  hand  on  the  management." 

STRONG   AND   WEAK   ROAD. 

Another  recommendation  from  which  we  apprebend  injury  to  the  railway  system 
and  to  the  public  is  that  excess  income  collected  in  a  fund  for  improvements  upon 
weak  roads  should  be  administered  by  the  Interstate  Commerce  Commission,  or  some 
other  branch  of  the  Government.  Here,  once  more,  we  would  have  the  hand  of  the 
Government  in  management. 

This  particular  proposal  aims  to  solve  a  problem  which  must  be  solved  in  any 
workable  adjustment.  That  problem,  as  it  has  been  defined  in  questions  asked  of 
witnesses,  particularly  by  Senator  Cummins,  is  the  dilemma  where  a  strong  and  a 
weak  road  serve  common  termini.  They  take  the  same  rates.  They  serve  points  not 
common.  One  of  them  is  so  impoverished  that  an  increase  in  rates  sufficient  for  it 
to  give  reasonably  adequate  service  would  merely  enrich  the  other  road,  which  is 
giving  reasonably  satisfactory  service  on  existing  rates. 

The  question  has  been  asked  whether  the  credit  of  the  weaker  lines  will  ever  be 
fitrengthened  with  consent  of  any  Government  authority  so  long  as  the  result  would 
be  the  unnecessary  enrichment  of  the  stronger  competing  roads.  The  proposal  is  to 
establish  a  fund  from  excess  income.  This  is  in  essence  a  proposal  to  mobilize  rail- 
way credit  and  diffuse  the  surplus  income  of  roads  which  have  any  over  the  traffic 
needs  of  populations  at  present  ill  served. 

Our  point  is  this:  If  such  diffusion  of  surplus  income  is  to  be  employed.  Congress 
should  exhaust  every  other  expedient  before  deciding  that  such  a  fund  is  to  be  admin- 
istered by  the  Government  itself.  Can  we  not  agree  that  any  such  arrangement 
should  be  under  regulation?  But  if  the  Government  is  to  perform  the  function,  who 
will  do  the  regulating? 

In  this  aspect  the  question  is  not  dissimilar  from  the  phases  previously  set  forth 
in  this  brief. 

Why  not  let  or  make  the  railroads  themselves  administer  their  own  improvement 
fund?  By  a  provision  for  cooperation  among  the  corporations  for  this  and  perhaps 
for  other  purposes  Congress  would  at  a  stroke  rid  the  Government  of  a  cloud  of  em- 
barrassments and  complications.     The  simplest  method,  and  the  method  growing 
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most  naturally  out  of  experience,  would  be  for  the  statute  to  lay  down  the  duty  which 
the  common  earners  are  to  perform  in  this  particular  and  authorize  some  governmental 
agent  to  see  that  the  law  is  carried  out. 

ADEQUACY   OF   REVENUE. 

A  broader  question,  of  which  the  weak-and -strong-road  problem  is  a  part,  is  that  of 
adequate  revenue, 

A  situation  has  arisen,  during  recent  years  increasingly  aggravated  in  which  the 
demand  upon  productive  capacity  in  the  railway  supply  industries  oscillates  between 
wide  extremes.  At  one  time  w6  are  overwhelmed  with  orders  impossible  to  execute 
promptly.  At  another  we  are  overtaken  by  famine  in  which  our  men  are  out  of  work 
and  overhead  charges  represent  net  loss.  So  long  as  these  ^dolent  fluctuations  occur 
we  as  purveyors  of  railway  facilities  can  not  in  the  best  way  serve  the  public.  It 
has  been  found  that  a  relatively  small  decline  in  traffic  and  railway  earnings  put  out 
our  furnace  fires  turned  our  profits  into  losses  and  threw  our  employees  out  of  work. 
You  gentlemen  may  be  familiar  with  the  process.  The  drop  in  gross  railway  earnings 
in  a  given  year  was  let  us  say.  not  more  than  3  or  4  per  cent  as  compared  with  the 
year  preceding.  The  railway  managers  had  no  way  of  gauging  the  future  because 
they  had  almost  wholly  parted  wdth  control  over  their  earnings  and  in  large  degree 
also  over  their  expenses.  For  a  number  of  years  many  roads,  including  some  of  the 
largest,  had  not  bfeen  able  to  accumulate  reserves  of  sufficient  size  to  warrant,  in 
their  judgment  confident  prosecution  of  improvement  projects.  The  result  was 
that  upon  the  first  sign  of  declining  revenue  they  would  abruptly  modify  their  budgets 
and  proceed  as  rapidly  as  possible  to  a  basis  of  mere  repaii's  and  rei^lacemenls.  Addi- 
tions and  betterments,  as  well  as  construction  of  new  mileage    were  abandoned. 

Industries  furnishing  equi})ment,  material  and  sui)plies  were  provided  with  plant 
and  organization  not  only  to  meet  the  demand  lor  repairs  but  also  to  meet  demand 
for  enlargement  of  facilities  and  construction  of  line.  The  result  for  considerable 
periods  was  a  reduction  of  output  from  these  industries  ranging  from  substantial 
percentages  up  to  nearly  100  per  cent  in  soma  cases. 

VICTIMS    OF   INSTABILITY. 

Very  great  numbers  of  persons  axe  affected  by  this  unfortunate  instability.  Presi- 
dent Johnson,  of  our  association  in  a  letter  to  the  Dii-ector  General  of  Railroads  under 
date  of  January  27  enumerated  the  classes  and  estimated  the  number  of  persons 
affected  by  fluctuations  in  railway  jwrchases.     In  that  letter  Mr.  Johnson  said: 

"We  speak  for  a  group  of  industries  estimated  to  have  employed  when  times  were 
good  about  one  and  tliree-quartcrs  miliions  of  men.  Responsive  to  the  call  of  the 
Government,  a  large  })roportion  of  these  enterprises  have  made  sul)stantial  enlarge- 
ments of  plant.  They  have  been  emplovdng  greatly  increased  numbers  of  men  and 
women.  They  are  now  equipped  with  plant  and  people  in  substantially  larger  num- 
bers than  the  estimate  given  above,  ready  to  work  upon  the  production  of  railway 
supplies  if  ordered. 

"  Railway  purchases  ramify  into  almost  every  conceivable  commodity.  The  group 
of  industries  which  our  association  serves  is  believed  to  number  between  2  000  and 
3  000  concerns  whose  ])roduct  wholly  or  to  an  imjiortant  extent  is  consumed  by 
railways  or  by  other  concerns  making  goods  for  railways.  These  comi)anies  maintain 
principal  or  branch  plants  in  practically  every  State  in  the  Union,  in  some  cases 
several  in  a  State. 

"This  is  not  all.  The  influence  of  railway  purchases  extends  far  beyond  those 
engaged  in  whole  or  in  part  in  the  railway  8up{)ly  industry.  A  cessation  of  railway 
additions  and  betterments  puts  a  blight  upon  a  great  many  other  people.  It  cuts  off 
the  greatest  single  market  for  iron  and  steel.  lunii)er,  and  practically  every  basic 
staple.  It  puts  a  brake  upon  the  great  Ijuilding  and  construction  industry,  which 
suffers  when  our  people  cease  to  build  factories,  and  hence  there  is  no  building  of 
hames  for  employees.  It  stops  the  consumption  of  machinery  and  other  equipment 
and  supplies  for  mills.  P>y  playing  havoc  with  the  industrial  pay  roll  in  numy  com- 
munities where  these  railway  supply  plants  are  located,  it  knocks  the  bottom  out  of 
retail  trade,  and  hence  reacts  unfavorably  upon  the  whole  commimity  and  upon 
industries  everywhere  which  furnish  goods  for  domestic  consumption. 

MANY   MILLIONS   AFFECTED. 

"We  have  already  remarked  that  concerns  the  whole  or  a  large  part  of  whose  product 
was  for  railways,  including  everything  from  raw  material  to  finish  products,  have 
employed  about  as  many  men  as  the  railways  employ — or  upward  of  one  million  and 
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three-quarters.  We  have  seen  that  those  looking  to  these  industries  for  livelihood 
largely  increased  in  number  since  that  estimate  was  computed.  With  those  depend- 
ent upon  them  the  number  directly  affected  aggregates  many  millions.  Add  to  these 
the  people  of  the  manufacturing  communities  who  are  engaged  in  trade  and  in  making 
articles  which  are  liought  for  consumption  by  those  on  the  industrial  pay  roll,  not  to 
mention  the  stockholders  in  all  these  industrial  and  commercial  institutions,  and  it  is 
evident  that  the  rise  and  fall  of  activity  in  railway  supplies  is  a  barometer  of  the  whole 
national  prosperity." 

The  occasion  for  addressing  this  communication  to  the  Director  General  was  that 
unemployment  has  been  rapidly  spreading  in  our  industry  and  apparently  the  pro- 
posed expenditure  for  additions  and  betterments  in  1919  was  to  be  very  much  less 
in  what  the  dollars  would  buy  and  in  the  employment  which  those  dollars  would  give 
to  workingmen  than  actual  outlays  of  previous  years  when  enlargement  of  railway 
plant  had  been  regarded  as  woefully  insufficient.  That  particular" question  is  before 
the  Appropriation  Committees  of  the  Congress. 

FACILITIES    AT   HIGHEST   COST. 

From  the  point  of  view  of  the  public  interest  the  fluctuations  to  which  reference  is 
made  are  highly  detrimental.  Provision  of  facilities  by  fits  and  starts  is  the  most 
expensive  possible  process.  By  that  process  a  very  much  larger  amount  of  plant  and 
size  of  organization  in  the  railway  supply  indusries  is  required  than  if  the  production 
could  be  equalized  through  all  the  years  of  every  decade.  Somebody  has  to  pay  for 
the  idle  weeks.  AVho  is  it  that  pays?  On  the  one  hand  the  public,  either  in  rates 
unnecessarily  high  or  in  service  unnecessarily  poor.  On  the  other  hand  our  employees 
pay  in  a  loss  of  working  days,  which  is  never  more  than  partly  made  up  in  the  wage- 
scale,  and  in  demoralization,  which  is  never  made  up. 

By  deferring  orders  for  equipment  and  improvements  to  a  time  when  traffic  is 
becoming  large  and  earnings  are  on  the  mend,  the  railwajs  enter  the  market  at  the 
one  time  when  everything  they  buy  will  be  at  top  prices. "  To  spread  the  production 
equally  over  the  years  would  make  it  possible  to  do  business  with  a  smaller  industrial 
plant  and  would  mean  the  acquirement  of  the  facilities  at  a  lower  average  price. 

These  fluctuations,  moreover,  cost  the  public  something  else.  By  constructing 
facilities  at  a  time  of  heaA^y  general  traffic  the  railroads  merely  pile  on  top  of  general 
merchandise  their  own  freight  incident  to  such  construction.  Goods  used  by  railroads 
are  largely  heavy  material.  At  a  time  of  great  activity,  with  railway  supply  plants 
crowded  to  capacity,  a  substantial  percentage  is  added  to  the  burden  to  be  carried. 
This  has  the  effect  of  hastening  the  moment  when  the  transportation  machine  breaks 
down  under  the  strain  and  industrial  activity  is  curtailed  because  product  can  not 
be  gotten  to  market.  If  railways  could  and  would  construct  facilities  in  times  when 
generally  tonnage  is  light,  then  a  return  of  prosperity  would  find  them  ready  for  it 
and  able  to  devote  all  their  energies  to  carrying  the  business  of  the  country. 

From  the  foregoing  it  follows  that  the  provision  of  transportation  facilities  could  be 
carried  on  more  advantageously  to  all  concerned  if  the  railway  companies  were  placed 
in  position  such  that  when  traffic  is  large  they  may  accumulate  a  surplus  and  in  time 
of  light  traffic  employ  such  surplus  in  the  confidence  that  the  rate  and  revenue  policy 
of  the  Government  will  be  adequate  and  stable  through  an  indefinite  future. 

To  us  it  has  long  been  ob\dous  that  regulation  affecting  revenue  must  be  unified. 
Our  resolution  on  this  point  is  as  follows: 

EXCLUSIVE   FEDERAL   RATE    REGULATION. 

"  We  favor  the  adoption  by  Congress  of  a  policy  under  which  regulation  of  maximum 
and  minimum  rates  of  carriers  engaged  in  interstate  commerce  would  be  Federal  only." 

This  resolution  involves  two  changes  in  the  existing  situation.  It  proposes  that  the 
regulatory  authority  shall  have  power  to  order  rates  raised,  which  is  not  now  a  power 
granted  under  the  interstate  commerce  act.  The  other  feature  is  that  Congress  shall 
formally  announce  its  supremacy  over  all  rates  of  all  instrumentalities  of  "interstate 
commerce. 

Congress,  we  believe,  should  not  alone  declare  rate  regulation  Federal  only  but 
should  define  the  aim  of  Federal  rate  regulation  so  as  to  include  the  development  of 
transportation  facilities  and  create  such  administrative  functionaries  as  will  assure 
the  accomplishment  of  that  purpose. 

~  VITAL   ELEMENT  LACKING. 

Early  in  1916  it  l:>ecame  evident  to  us  that  Congress  was  approaching  readiness  to 
overhaul  the  interstate  commerce  act.  Having  closely  followed  the  course  of  railway 
expenses,  railway  revenue  and  large-scale  rate-advance  cases  beginning  in  1910,  we 
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were  convinced  that  a  vital  element  was  lacking  both  in  the  act  and  in  its  adminis- 
tration by  the  Interstate  Commerce  Commission.  Under  the  act  the  rule  for  guidance 
of  the  commission  in  the  regulation  of  rates  was  briefly  that  every  individual  rate 
should  be  reasonable  and  that  there  should  be  no  discriminations.  In  some  large 
cases  the  commission  repudiated  the  duty  or  authority  to  consider  total  earnings  or 
financial  needs  of  the  carriers  in  regulating  rates.  In  other  cases  they  exercised  such 
authority  and  performed  such  duty.  In  still  others  they  disclaimed  the  power  and 
duty  to  consider  adequacy  of  revenue,  but  denied  the  advance  sought  on  the  ground 
that  revenue  was  sufficient  already.  In  our  conference  we  came  to  the  conclusion 
with  the  light  we  then  had  that  section  15  of  the  act  should  be  so  amended  as  to  define 
the  duty  of  the  commission  in  mandatory  language  designed  to  focus  action  upon 
future  needs — ^upon  the  development  of  transportation  facilities.  We  have  noted 
with  satisfaction  that  in  the  statement  made  to  you  on  behalf  of  the  Association  of 
Railway  Executives  there  is  contained  the  recommendation  that  the  act  shall  define 
a  rule  of  rate  making. 

CENTRALIZATION    OF   AUTHORITY. 

Our  entrance  into  the  war  brought  with,  it  a  number  of  experiences.  Under  the 
stress  of  war  needs  Congress  one  step  at  a  time  committed  itself  to  the  proposition 
that  administrative  functions  are  better  performed  by  one  person  than  by  a  board. 
There  was  a  memorable  debate  in  creating  the  Food  Administration.  The  result 
was  the  appointment  of  a  single  head.  The  same  course  was  followed  in  creating  the 
Fuel  Administration.  Divided  counsels  in  shipbiulding  led  to  the  same  expedient 
in  that  field.  More  instructive  than  any  of  these  was  the  War  Industries  Board. 
After  a  series  of  changes  in  composition  and  organization,  the  pressure  of  opinion 
from  those  accustomed  to  getting  things  done  was  such  that  ultimately  all  save  a 
narrow  modicum  of  power  was  vested  in  the  chairman,  although  to  the  end  he  retained 
nominal  colleagues.  When  the  Government  took  control  of  the  railroads,  popular 
and  political  thought  had  become  so  accustomed  to  the  idea  of  assuring  accomplish- 
ment tlirough  centralization  of  authority  that  almost  without  opposition  the  function 
of  managing  the  railroads  was  given  not  to  a  board,  but  to  a  single  administrator. 

RESPONSIBILITY   WITH  AUTHORITY. 

Among  other  developments  in  Government  control  of  railroads  was  this:  That  the 
official  who  was  held  responsible  for  adequacy  of  service  was  also  held  responsible  for 
adequacy  of  revenue.  Thus  for  the  first  time  the  principle  of  responsibility  in  the 
relation  of  the  Government  to  railroads  was  made  explicit  and  actual.  Of  all  the 
lessons  which  Government  control  has  to  teach  us,  this,  in  our  judgment,  is  the  most 
important. 

We  are  aware  that  there  is  a  widespread  reluctance  to  transfer  authority  over  rates 
from  the  Interstate  Commerce  Commission  to  another  functionary.  Tliis  appears  to 
be  based  largely  upon  two  considerations.  The  first  is  that  the  commission  is  honest 
and  has  defended  shippers  and  the  public  against  the  railroad  managers.  The  other 
consideration  is  that  pre'vious  to  Government  control  valuable  progress  had  been 
made  in  unifying  and  systematizing  the  rate  structure  of  the  country  so  as  to  eliminate 
improprieties  and  discriminations,  and  that  under  Government  t-ontrol,  with  every- 
body everywhere  disposed  to  acquiesce  in  whatever  seemed  necessary  in  order  to 
win  the  war,  a  great  reaction  has  taken  place  in  the  rate  structure. 

Looking  both  these  considerations  in  the  face,  tliose  for  whom  1  speak  nevertheless 
advocate  the  creation  of  some  functionary  other  than  the  Interstate  Commerce  Com- 
mission for  the  task  of  restoring  railway  credit.  The  committee  of  which  1  am  chair- 
man, not  having  been  in  the  confidence  of  the  railway  executives,  put  into  type  for 
consideration  of  our  general  executive  committee  a  questionnaire  to  be  sent  to  the 
railway  supply  industry.  One  of  the  propositions  upon  which  the  recipient  could 
vote  yes  or  no  was  as  follows: 

"Ccmgress  should  adopt  a  policy  of  Federal  rate  regulation  under  which  a  separate 
functionary  woidd  consider  carriers'  estimates  of  future  railway  traffic  needs  and, 
subject  to  abatement  of  discriminations  by  the  Interstate  Commerce  Commission, 
would  fix  rates  designed  to  jield  revenue  suffic^ient  for  future  operations  and  credit." 

At  a  meeting  when  this  document  was  considered  it  became  known  that  a  similar 
idea  was  contained  in  the  plan  at  that  time — December  18 — in  process  of  concurrence 
by  the  railway  executives.  Our  questionnaire  went  out  as  originally  drawn,  and 
upon  the  proposition  above  quoted  those  replying  cast  280  votes  in  favor  and  6  against. 

WTien  the  results  of  this  questionnaire  and  the  details  of  the  railway  executives' 
plan  were  before  us  at  our  annual  meeting  in  Chicagt>  in  January,  it  was  decided  to 
adopt  in  our  tentative  draft  of  suggestions  to  Congress  the  expression  "Secretary  of 
Transportation." 
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SOLUTION    ESSENTIAL. 

We  are  aware  that  several  groups  of  witnesses  are  opposed  to  the  creation  of  a  secre- 
tary of  transportation.  We  recognize  force  in  some  of  their  arguments.  It  is  said 
that  a  member  of  the  Cabinet  changing  every  four  or  eight  years  and  himself  an  active 
party  man  would  keep  the  roads  in  politics.  It  was  with  this  in  view  that  our  original 
proposal  of  a  transfer  of  authority  avoided  reference  to  the  Cabinet.  It  has  been 
suggested  that  if  possible  the  new  officer  should  be  outside  the  Cabinet,  that  he  should 
have  a  term  of,  say,  10  years,  and  that  the  office  should  be  created  in  an  atmosphere 
practically  amounting  to  an  understanding  that  he  would  be  reappointed  upon  expi- 
ration of  his  term  during  good  behavior  and  a  reasonable  state  of  preservation. 

The  essential  thing  from  om*  point  of  view  is  results.  We  have  read  the  recent 
annual  report  of  the  Interstate  Commerce  Commission.  We  have  read  the  testimony 
of  one  of  the  commissioners  to  reaffirm  and  elaborate'  the  recommendations  contained 
in  that  report.  The  development  of  transportation  facilities  will  depend  upon  pro- 
vision for  future  needs  rather  than  upon  study  of  past  statistics.  We  fail  to  find  in 
that  report  or  in  Commissioner  Clark's  testimony  ground  for  hoping  that  such  devel- 
opment would  be  realized  under  the  leadersliip  of  that  body.  All  the  chances  are 
against  it.  The  commission  would  fail  because  it  is  a  commission,  even  if  its  statutory 
instruction  were  affirmative  instead  of  merely  restrictive. 

But  even  if  the  function  of  promoting  transportation  development  were  one  wluch 
could  be  effectively  performed  by  a  commission,  this  particular  commission  was  born 
and  bred  to  another  type  of  task.  If  men  of  the  requisite  caliber  could  be  found 
willing  to  accept  a  one-ninth  part  of  the  power  so  to  serve  the  public  it  might  take 
years  before  men  chosen  for  development  instead  of  restriction  would  come  into 
control  unless  a  ripper  bill  were  passed.  But  how  many  men  in  the  United  States 
who  have  demonstrated  executive  capacity  would  accept  appointment  to  attempt 
executive  accomplishment  through  an  agency  which  by  its  composition  is  adapted 
rather  to  deliberation  than  to  action? 

CONFIDENCE   IN   CONGRESS. 

It  is  urged  that  Congress  will  not  create  a  functionary  charged  with  the  duty  of 
promoting  transportation  development  because  Government  is  regarded  as  existing 
not  to  help  railway  managers  but  to  watch  them.  We  submit  that  this  is  merely 
desperate  pessimism.  It  accuses  Congress  of  incapacity  to  grasp  a  situation  which 
may  determine  whether  the  United  States  is  to  be  a  progressive  or  a  stagnant  country. 
President  Wilson  perceives  that  there  must  be  "some  new  element  of  policy."  For 
a  man  to  say  that  he  is  opposed  to  a  secretary  of  transportation  does  nothing  to  help 
solve  the  problem.  We  prefer  to  believe  that  Congress  is  serious  and  earnest  in  it8 
purpose  vnth  regard  to  transportation.  We  have  seen  Congress  grapple  successfully 
with  a  question  almost  if  not  quite  as  complicated  in  establishing  the  banking  and 
currency  system  which  at  this  moment  is  such  a  bulwark  of  the  national  prosperity. 
Croakers  said  Congress  would  never  do  it.  Croakers  say  now  that  Congress  will  not 
place  responsibility  for  adequacy  of  revenue  in  a  single  hand  with  the  power  and  the 
duty  under  the  statute  of  estimating  future  needs  and  providing  that  they  be  met. 
We  hope  Congress  will  do  precisely  that  thing. 

ADJUDICATION   OF   RIGHTS. 

Provision  can  and  should  be  made  for  the  adjudication  of  controversy  between 
citizens  and  localities.  From  the  days  of  Rome  down  through  the  centuries  in  Eng- 
land and  the  United  States  we  have  evolved  the  distinction  that  where  a  man's  rights 
are  concerned  he  is  entitled  to  judgment  by  more  than  one  arbitrator.  A  court  or  a 
board  rather  than  one  man  is  properly  demanded  in  dealing  with  controversies  over 
rights  as  between  industries,  between  individuals,  between  commodities,  and  between 
communities.  In  seeing  to  it  that  transportation  is  just  it  will  be  wise  for  the  Govern- 
ment to  operate  through  a  board,  and  fortunately  the  Interstate  Commerce  Commis- 
sion on  that  side  of  its  labors  has  in  almost  unprecedented  degree  the  confidence  of 
the  whole  people. 

RESTORATION    OF  CREDIT. 

On  the  other  hand ,  if  the  Interstate  Commerce  Commission  is  to  attempt  to  determine 
the  level  of  rates  as  affecting  revenue  we  fear  that  Congress  will  be  giving  the  people  a 
stone  when  they  have  asked  for  bread.  It  is  the  essential  characteristic  of  a  judicial 
body  that  it  deals  with  the  past.  It  is  the  typical  characteristic  of  the  administrator 
that  he  deals  with  the  future.    We  shall  live  to  rejoice  in  our  wisdom  if  at  this  junc- 
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ture  of  opportunity  vve  have  eyes  to  see  the  incompatibility  of  these  two  indispensable 
functions  if  lodged  in  one  place. 

The  new  functionary  proposed  by  us  would  be  expected,  as  set  forth  in  the  resolu- 
tion adopted  by  our  association,  "to  consider  carriers'  estimates  of  future  expendi- 
tures, including  labor  costs;  to  exercise  exclusive  supervision  over  security  issues;  and 
to  fix  rates  designed  to  yield  revenue  sufficient  for  future  operations  and  credit." 

Appendix  A. 

LETTER  PROM  ANT  IN  VE>TTOR — EXPERIENCE  OF  A  SMALL-SIZED  CONCERN  OF  THE  INVENTOR 
TYPE  IN  SELLING  WHERE  THERE  IS  ONLY  ONE  BUYER  AND  IN  SELLING  TO  RAILROADS 
WHERE  THERE  ARE  MANY  BUYERS. 

VOLKHARDT   Co.    (Inc), 

Stapleton  Station,  Staten  Island,  JVeiv  Yo7-k  City,  February  S,  1919. 

Mr.  W.  W.  Salmon, 

Chairman  Committee  on  Railways  After  the  War, . 

Railway  Business  Ass)ciation,  30  Church  Street,  New  YorJ:,  N.   Y. 

Dear  Sir:  You  request  a  statement  of  my  experience  as  an  inventor  in  dealing  with 
the  Government  on  the  one  hand  and  the  railway  corporations  on  the  other. 

Ours  is  a  small-sized  concern  of  what  you  may  call  the  inventor  type.  In  other 
words,  we  find  ourselves  from  time  to  time  in  position  to  make,  as  we  believe,  a  con- 
tribution to  mechanical  progress.  Every  new  deAice  or  new  feature  mupt  be  demon- 
strated and  once  demonstrated  must  come  into  use  before  the  pul)lic  can  get  the 
benefit  of  it.  For  this  reason  everything  depends  upon  the  attitude  of  those  who 
make  contracts.  Let  me  illustrate  by  contrasting  my  experience  with  a  certain  con- 
trivance in  bidding  on  Government  contracts  and  in  selling  to  railroads. 

The  appI^ance  in  question  is  aimed  to  prevent  waste  of  water  at  hydrants  and  hence 
to  save  on  l)ills  where  water  supply  is  metered.  Some  years  a^o  water  meters  were 
required  at  the  Norfolk  Navy  Yard.  The  conditions  were  sucli  that  the  engineers 
recognized  the  deAice  to  which  I  refer  as  what  was  needed  for  certixin  special  per- 
formance. It  developed  that  there  is  a  law  of  Congress  forlndding  Government 
purchase  of  any  patented  article  without  a  great  deal  of  red  tape.  The  Navy  engineers 
accordingly,  in  their  proposal,  so  drew  the  specilications  as  to  describe  without  naming 
the  article  in  which  I  \\'a8  intor<'sted.  This  jiroposal  was  sent  to  several  makers,  each 
of  whom  put  in  a  bid  and  furnished  a  bond  to  produce  a  meter  as  specilied.  The 
others,  knowing  that  price  would  l>e  an  impc>rtant  factor  in  offsetting  their  inability 
to  furnish  what  was  specified  and  that  ])robably  meters  delixered  would  never  be  taken 
apart  for  inspection,  bid  low.  and  my  bid  was  the  highest,  my  dexice  being  intended 
for  especiallv  difficult  conditions  and  costing  more  to  produce  than  any  other.  The 
award  went  to  the  lowest  bidder.  I  protested,  talking  the  stand  that  the  successful 
bidder  could  not  comply  with  the  specifications  and  proving  my  case.  The  meters 
were  rejectf^d  and  a  contract  made  with  the  next  bidder  on  the  list.  I  could  lla^'e  gona 
on  protesting,  but  was  assured  that  whatoAcr  ha]>pened  I  would  lose  out,  because  of 
the  legixl  ol)stacle  to  buying  patented  goods.  This  was  more  or  less  camouflage,  as 
all  the  bidders  had  one  sort  of  patent  protection  or  another.  In  fact,  most  specifica- 
tions for  a  patented  article  mention  the  article  desired  "or  its  equal." 

The  real  significance  of  the  incident  is  that  the  tendency  in  Government  buying  is 
to  magnify  the  importance  of  price  and  to  ignore  conditions  of  quality  even  when  the 
engineers  s]iecify  it  nith  a  view  to  ultimate  economy  and  efficii-ncy.  Government 
purchasing  is  rendered  overrigid  in  the  supposed  obligation  of  adminLstrative  officers 
to  adhere  to  legal  pro\-isions  and  rules  which  can  not  cover  all  cases  and  whicli  leave 
too  little  scope  for  discretion  and  judgment  of  the  men  who  arc  to  perform  serWce 
with  the  goods  when  purchased. 

Contrast  this  story  with  that  of  another  water-saving  device  in  selling  to  railways. 
It  so  happens  that  the  first  railroad  to  which  that  appliance  was  offered  accepted  it  and 
put  it  on.  This  was  the  Baltimore  &  Ohio.  The  man  was  James  II.  Clark,  since  pro- 
moted to  be  superintendent  of  floatin^r  e(iuii)ment  of  the  same  road.  His  duty  as  a  rail- 
way officer  was  to  exercise  his  best  judgment  in  acquiring  such  articles  as  would  in  the 
long  run  give  service  to  the  Baltimore  &,  ( )luo  at  the  lowest  operating  cost.  He  was 
paid  by  the  company  to  know  the  difference  between  price  and  cost. 

Suppose  James  II.  Clark  had  decided  against  me.  As  a  matter  of  fact,  before  that 
application  became  generally  standard,  numerous  large  roads  declined  it.  If  the 
officers  of  those  road.s  had  had  the  last  word  this  particular  |)iece  of  meiiianical  progress 
would  never  have  got  into  use.  These  same  roads  that  said  "no"  at  first  said  "yes" 
later  on.     Why?    Because  there  were  still  other  roads  to  wliich  I  could  go  until  I 
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found  one  here  and  another  there  that  would  try  it  and  use  it  and  let  the  transportation 
world  see  that  here  was  something  worth  considering. 

I  shall  not  biu^den  you  with  a  forecast  of  what  would  happen  to  inventors  if  the  Gov- 
ernment were  to  operate  the  railroads,  because  I  can  not  believe  Government  owner- 
ship is  in  store  for  us,  but  the  inventor  will  not  be  out  of  the  woods  merely  with  assur- 
ances that  railways  are  to  be  privately  managed.  You  can  obstruct  mechanical 
progress  even  under  private  operation  by  consolidating  the  railroads  into  a  few  large 
companies,  or,  as  some  advocate,  into  one  company,  or  by  having  the  roads  centralize 
their   construction   and   purchases. 

What  gives  the  inventor  a  chill  of  apprehension  is  the  prospect  of  narrowing  down 
the  number  of  persons  who  are  authorized  to  exercise  independent  judgment;  the 
fewer  the  buyers  and  the  more  centralized  the  authority  the  greater  the  tendency  to 
magnify  price  and  forget  economies  of  operation  made  possible  by  quality.  There  is 
no  occasion  to  question  that  Mr.  McAdoo  selected  as  his  lieutenants  for  the  mechanical 
and  purchasing  departments  the  most  competent  railway  men  he  could  find.  So  far 
as  we  know,  if  the  railroad  corporations  were  themselves  to  centralize  purchases,  they 
would  put  the  buying  in  charge  of  the  same  men,  or  men  like  them,  and  that  the  atti- 
tude manifested  under  Government  control  for  the  last  year  would  be  the  attitude  in 
private  centralization.  Ask  anybody  who  has  had  or  sought  dealings  with  the  central 
bujdng  authorities  how  much  disposition  he  has  noticed  to  pay  a  higher  price  in  order 
to  get  an  article  that  will  do  more  work  and  cost  less  to  maintain. 

The  iuventor'often  pursues  his  vocation  on  meager  resources.  He  will,  if  he  can, 
spend  the  time  and  money  traveling  over  the  roads  investigating  and  studying  methods 
to  reduce  costs  and  improve  maintenance,  ascertaining  from  railroad  men  what  are  their 
troubles  and  the  difficulties  wliich  they  would  like  to  overcome.  Such  travels  he 
will  not  undertake  if  he  knows  that  the  fate  of  his  new  idea  will  be  in  the  hands  of 
somebody  sitting  in  a  tower,  deprived  of  contact  with  the  men  who  perform  service 
with  the  goods.  The  inventor  whose  destiny  is  in  the  hands  of  a  few  men  will  soon 
lose  heart  even  for  laboratory  expenditure  and  the  cost  of  taking  out  patents. 

It  is  to  be  hoped  that  Congress  will  be  able  to  find  a  transportation  solution  which 
will  permit  the  preservation  of  the  individual  roads  as  independent  operating  proposi- 
tions.    Progress  depends  upon  it. 
Yours,  truly, 

W.   VOLKHARDT. 
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increased  train  load  and  the  air  brake — manufacturer  gives  an  account 
op  experience  in  developing  mechanical  control  to  keep  pace  with  the 
increased  rate  and  speed,  demonstration  being  afforded  by  one  railroad 
when  others  would  not  consider  a  trial, 

Westinghouse  Air  Brake  Co., 

New  Yorlc,  February  5,  1919. 
Mr.  W.  W.  Salmon, 

Chairman  Committee  on  Railways  After  the  War, 

Railway  Business  Association,  30  Church  Street, 

New  Yorh  City. 

Dear  Mr.  Salmon:  I  have  your  letter  of  January  31,  in  which  you  ask  for  some 
account  of  our  experience  as  disclosing  the  value  of  preserving  a  number  of  inde- 
pendent railroad  organizations. 

You  are  quite  right  in  saying  that  the  reduced  cost  of  railway  operation,  due  to  the 
increase  in  speed  and  weight  of  trains  since  the  introduction  of  the  air  brake,  is  meas- 
ured by  the  improvements  that  have  been  made  in  air-brake  appliances.  It  would 
be  useless  to  build  heavier  bridges,  roadway,  and  rail,  and  to  provide  longer  trains  of 
larger  cars,  if  speed  could  not  be  reliably  controlled  under  all  conditions.  In  other 
words,  speed  and  weight  are  limited  by  capacity  to  control  trains,  both  in  starting  and 
stopping. 

The  original  mechanism,  designated  as  the  straight  air  brake,  was  invented  by  the 
late  George  Westinghouse  in  1869.  From  that  time  until  the  present  there  has  been  a 
series  of  forward  steps  in  the  art,  to  meet  new  traffic  conditions,  and  these  improve- 
ments have  affected  both  design  and  function.    The  most  conspicuous  are: 

The  automatic  brake,  introduced  in  1874. 

Quick-action  brake,  in  1888. 

High-speed  passenger  brake,  in  1894. 

Electropneumatic  brake  for  congested  passenger  service,  in  1904. 

Quick-service  brake,  in  1906,  and 
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The  empty-and-load  brake,  in  1908. 

In  an  article  in  the  Scientific  American  in  1914,  Mr.  A.  L.  Humphrey,  vice  president 
of  our  company,  showed  vividly,  in  text  and  pictures,  the  measure  of  progress  in  the 
brake  art.  It  was  illustrated  that  the  air  brake  of  1890  applied  to  a  train  of  the  size 
and  speed  developed  in  1914,  could  have  stopped  it  in  perhaps  1,760  feet.  The 
imaginary  train  was  shown  dashing  through  a  vehicle  upon  the  grade  crossing,  and 
going  on  many  feet.  The  air  brake  of  1914  applied  to  the  train  of  1914  could  have 
stopped  it  in  860  feet,  and  the  picture  shows  the  train  coming  to  a  full  stop  in  time  to 
save  the  lives  of  the  persons  in  a  vehicle  upon  the  grade  crossing. 

Each  of  the  improvements  cited  was  in  response  to  a  demand  created  by  the  neces- 
sity for  increased  transportation  facilities,  and  in  every  instance  was  developed  with 
the  aid  of  some  sympathetic  railway  company,  willing  to  afford  the  cooperation 
required  to  test  and  perfect  the  apparatus  for  the  purpose  intended.  As  a  rule,  railway 
managers  were  not  overenthusiastic  about  testing  untried  dexices,  and  it  became 
nece.ssary  to  find  the  right  man  and  auspicious  conditions,  in  order  that  the  desired 
development  and  demonstration  might  be  made.  This  process  was  greatly  facilitated 
by  the  number  of  railways  to  which  appeals  could  be  made. 

In  concluding  this  letter,  I  wish  to  refer  to  one  of  the  limitations  upon  air-brake 
development,  peculiar  to  it  as  compared  with  other  mechanical  appliances,  and  that 
is,  the  necessity  for  standardization  of  mechanisms  and  methods  of  handling,  to  insure 
interchangeability  and  satisfactory  operation  wherever  used,  enabling  both  freight 
and  passenger  cars  to  move  freely  over  the  entire  country.  Successful  experiment  has 
always  proceeded  in  advance  of  adoption,  developers  and  makers  of  the  device  relying 
upon  an  ultimate  welcome  in  some  quarter  for  every  improvement. 

I  agree  with  you  that  the  future  of  inventions  in  connection  with  transportation  will 
be  bright  in  proportion  to  the  freedom  and  independence  with  which  a  number  of 
railroads  may  test  and  demonstrate  new  devices. 
Yours,  truly, 

H.  H.  Westinghouse. 
Officers. 

President,  Alba  B.  Johnson,  president  the  Baldwin  Locomotive  Works,  500  North 
Broad  Street,  Philadelphia,  Pa. 

Honorary  vice  president,  George  A.  Post,  president  Standard  Coupler  Co.,  30  Church 
Street,  New  York. 

VICE  PRESIDENTS. 

J.  C.  Bradley,  president  Pratt  &  Letchworth  Co.,  Buffalo,  N.  Y. 
Robert  F.  Carr,  President  Dearborn  Chemical  Co. ,  McCormick  Building,  Chicago,  111. 
A.  L.  Humphrey,  president  Union  Switch  &  Signal  Co.,  Swissvale,  Pa. 
G.  W.  Simmons,  vice  president  Simmons  Hardware  Co.,  St.  Louis,  Mo. 
W.  W.  Salmon,  president  General  Railway  Signal  Co.,  Rochester,  N.  Y. 
W.  W.  Willits,  president  Adams  &  Westlake  Co.,  319  West  Ontario  Street,  Chi- 
cago, 111. 
Knox  Taylor,  president  Taylor- Wharton  Iron  &  Steel  Co.,  High  Bridge,  N.  J. 

EXECUTIVE   MEMBERS. 

S.  p.  Btish,  president  and  general  manager  Buckeye  Steel  Caatings  Co.,  South  Par- 
sons Avenue,  Columbus,  Ohio. 

W.  E.  Clow,  president  James  B.  Clow  &  Sons,  Harrison  Street  Bridge,  Chicago,  111. 

J.  S.  Coffin,  chairman  Franklin  Railway  Supply  Co.,  30  Church  Street,  New  York. 

W.  H.  Cottingham,  president  Sherwin-Williams  Co.,  Cleveland,  Ohio. 

Samuel  M.  Curwen,  president  J.  G.  Brill  Co.,  Sixty-second  Street  and  Woodland 
Avenue,  Philadelphia,  Pa. 

Otis  H.  Cutler,  chairman  Southern  WTieel  Co.,  New  York. 

Henry  Elliot,  president  ElUot  Frog  &  S^vitch  Co.,  East  St.  Louis,  111. 

Andrew  Fletcher,  president  American  Locomotive  Co.,  30  Church  Street,  New  York. 

Howard  A.  Gray,  manager  Railroad  Sales  department  Joseph  T.  Ryerson  &  Son, 
Sixteenth  and  Rockwell  Streets,  Chicago,  111. 

J.  M.  Hansen,  President  Standard  Steel  Car  Co.,  Frick  Building,  Pittsburgh,  Pa. 

Irving  T.  Hartz,  president  and  treasurer  Mordeu  Frog  &  Crossing  Works,  208  South 
La  Salle  Street,  Chicago,  111. 

H.  T.  Heffelfinger,  vice  president  American  Arch  Co.,  Minneapolis,  Minn. 

H.  H.  Hewitt,  president  Magnus  Co.  (Inc.),  Ill  Broadway,  New  York. 

J.  M.  Hopkins,  president  Camel  Co.,  332  South  Michigan  Avenue,  Chicago,  111. 

E.  J.  Kearney,  secretary  and  treasurer  Kearney  &  Trecker  Co.,  ililwaukee,  Wis. 

A,  M.  Kittredge,  president  Kay  &  Ess  Co.,  Dayton,  Ohio. 
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Charles  K.  Knickerbocker,  vice  president  GrifEn  Wheel  Co.,  McCormick  Building, 
Chicago,  111. 

Frank  J.  Lanahan,  president  Fort  Pitt  Malleable  Iron  Co.,  P.  O.  Box  1054,  Pitts- 
burgh, Pa. 

E.  B.  Leigh,  president  Chicago  Railway  Equipment  Co.,  1928  West  Forty -sixth 
Street,  Chicago,  111. 

Herbert  I.  Lord,  vice  president  Lubricating  Co.,  Detroit,  Mich. 

Biirton  W.  Mudge,  president  Mudge  &  Co.,  443  Railway  Exchange,  Chicago,  111. 

Stephen  C.  Mason,  secretary  McConway  &  Torley  Co.,  Forty-eighth  Street  and 
A.  V.  Railway,  Pittsburgh,  Pa. 

A.  H.  Mulliken,  president  Pettibone,  Mulliken  Co.,  725  Marquette  Building,  Chi- 
cago, 111. 

W.  G.  Pearce,  president  American  Brake  Shoe  and  Foundry  Co.,  30  Church  Street^ 
New  York. 

F.  A.  Poor,  president  P.  &  M.  Co.,  80  Jackson  Street,  Chicago,  111. 

William  E.  Sharp,  president  Grip  Nut  Co.,  People's  Gas  Building,  Chicago,  IlL 
H.  H.  Westinghouse,  chairman  Westinghouse  Air  Brake  Co.,  165  Broadway.  New 
York. 
Secretary,  Frank  W.  Noxon. 
Treasurer,  M.  S.  Clayton. 
Executive  assistant,  P.  Harvey  Middleton. 

MEMBERS. 

[*  Indicates  that  member  joined  in  1918.] 

Acme  Machinery  Co.,  Cleveland. 

Adams  &  Westlake  Co.,  Chicago. 

*AGA  Railway  Light  &  Signal  Co.,  Elizabeth,  N.  J. 

Ajax  Forge  Co.,  Chicago. 

Ajax  Manufacturing  Co.,  Cleveland. 

Ajax  Metal  Co.,  Philadelphia. 

Alan  Wood  Iron  &  Steel  Co.,  Philadelphia. 

Allegheny  Steel  Co.,  Pittsburgh. 

American  Arch  Co.,  New  York. 

American  Brake  Co.,  St.  Louis. 

American  Brake  Shoe  &  Foundry  Co.,  New  York. 

American  Bridge  Co.,  Pittsburgh. 

American  Car  &  Foundry  Co.,  New  York. 

American  Flexible  Bolt  Co.,  Pittsburgh. 

American  Hoist  &  Derrick  Co.,  St.  PauL 

American  Locomotive  Co.,  New  York. 

American  Malleable  Castings  Co.,  Marion,  Ohio. 

American  Manganese  Steel  Co.,  Chicago. 

American  Radiator  Co.,  Chicago. 

American  Rolling  Mill  Co.,  Middletown,  Ohio. 

American  Steel  Foundries  Co.,  Chicago. 

American  Vanadium  Co.,  Pittsburgh. 

American  Vulcanized  Fibre  Co.,  Wilmington,  Del. 

*Armspear  Manufacturing  Co.,  New  York. 

Babcock  &  Wilcox  Co.,  New  York. 

Baldwin  Locomotive  Works,  The,  Philadelphia. 

Barbour  Stockwell  Co.,  Cambridge,  Mass. 

*Barco  Manufacturing  Co.,  Chicago. 

Barney  &  Smith  Car  Co.,  Dayton,  Ohio. 

Barrett  Co.,  New  York. 

Bass  Foundry  &  Machine  Co.,  Fort  Wayne,  Ind. 

Baughman  Stationery  Co.,  Richmond,  Va. 

Beck  &  Corbitt  Iron  Co.,  St.  Louis. 

Beckwith  Chandler  Co.,  New  York. 

Bethlehem  Steel  Co.,  South  Bethlehem,  Pa. 

Bettendorf  Co.,  Bettendorf,  Iowa. 

Bird -Archer  Co.,  New  York. 

Bosley,  D.  W.,  Co.,  Chicago. 

Bowser,  S.  F.,  &  Co.  (Inc.),  Fort  Wayne,  Ind. 

Bradley  (Osgood)  Car  Co.,  Worcester,  Mass. 

Brier  Hill  Steel  Co.,  Youngstown,  Ohio. 
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BrUl,  J.  G.,  Co.,  Philadelphia. 

Broderick  &  Bascom  Rope  Co.,  St.  Louis. 

Bronze  Metal  Co.,  New  York. 

Brooker,  Charles  F.,  Ansonia,  Conn. 

Brown  &  Sharpe  Manufacturing  Co.,  Providence,  R.  I. 

Bryant  Zinc  Co.,  Chicago. 

Buckeye  Steel  Castings  Co.,  Columbus,  Ohio. 

Bucyrus  Co.,  South  Milwaukee. 

Buda  Co.,  Chicago. 

Buffalo  Brake  Beam  Co.,  New  York. 

^Buffalo  Wire  Works  Co.  (Inc.),  Buffalo,  N.  Y. 

Burden  Iron  Co.,  Troy,  N.  Y. 

Cambria  Steel  Co.,  Johnstown,  Pa. 

Camel  Co.,  Chicago. 

Case  Crane  &  Engineering  Co.,  Columbus,  Ohio. 

Central  Coal  &  Coke  Co.,  Kansas  City,  Mo. 

Central  Railway  Signal  Co.,  Pittsburgh. 

Century  Coal  Co.  of  W.  Va.,  Baltimore,  Md. 

Chase,  L.  C,  &  Co.,  Boston. 

^Chicago  Bridge  &  Iron  Works,  Chicago. 

Chicago  Pneumatic  Tool  Co.,  Chicago. 

Chicago  Railway  Equipment  Co.,  Chicago. _ 

Cincinnati  Milling  Machine  Co.,  Cincinnati,  Ohio. 

*Clark  Car  Co.,  Pittsburgh. 

Cleveland  Frog  &  Crossing  Co.,  Cleveland. 

Cleveland  Twist  Drill  Co.,  Cleveland. 

Clow,  James  B.,  &  Sons,  Chicago. 

Coale,  Thomas  E.,  Lumber  Co.,  Philadelphia. 

^Columbia  Nut  &  Bolt  Co.  (Inc.)  Bridgeport,  Conn. 

Commonwealth  Steel  Co.,  St.  Louis. 

Computing  Tabulating  Recording  Co.,  New  York. 

Consolidated  Coal  Co.  of  St.  Louis. 

Continental  Iron  &  Steel  Co.,  New  York. 

Corning  Glass  Works,  Corning,  N.  Y. 

Crane  Co.,  Chicago. 

Crerar,  Adams  &  Co.,  Chicago. 

Curtain  Supply  Co.,  Chicago. 

Cutler-Hammer  Manufacturing  Co.,  Milwaukee,  Wis. 

Cutter  &  Wood  Supply  Co.,  Boston,  Mass. 

Davis  Machine  Tool  Co.  (Inc.),  Rochester,  N.  Y. 

Dayton  Mallea1)le  Iron  Co.,  Dayton,  Ohio. 

Dayton  Manufacturing  Co.,  Dayton,  Ohio. 

Dearborn  Chemical  Co.,  Chicago. 

Detroit  Lul)ricator  Co.,  Detroit,  Mich. 

Dick,  A.  B.,  Co.,  Chicago. 

Dixon,  Joseph,  Crucible  Co.,  Jersey  City. 

Duff  Manufacturing  Co.,  Pittsburgh. 

Dunl)ar  Manufacturing  Co.,  Chicago. 

Durand  Steel  Locker  Co.,  Chicago,  111, 

*Edge\vater  Steel  Co.,  Pittsburgh. 

Edison,  Thomas  A.  (Inc.),  Orange,  N.  J. 

*Edna  Brass  Manufacturing  Co.,  Cincinnati. 

Elliot  Frog  &  Switch  Co.,  East  St.  Louis. 

Empire  Steel  &  Iron  Co.,  Catasauqua,  Pa. 

Fairbanks,  Morse  &  Co.,  Chicago. 

Felt  &  Tarrant  Manufacturing  Co.,  Chicago. 

Flannorv  Bolt  Co.,  Pittsburgh. 

Forged  Steel  Wheel  Co.,  New  York. 

Fort  Pitt  Malleal)le  Iron  Co.,  Pittsburgh. 

Fort  Pitt  Spring  &  Manufacturing  Co.,  Pittsburgh,  Pa. 

Franklin  Railway  Supply  Co.,  Franklin,  Pa. 

Franklin  Steel  Works,  Franklin,  Pa. 

Galena-Signal  Oil  Co.,  Franklin,  Pa. 

Garlock  Packing  Co.,  Palmyra,  N.  Y. 

General  American  Tank  Car  Corporation,  Chicago. 

General  Electric  Co.,  New  York. 

•General  Railway  Signal  Co.,  Rochester,  N.  Y. 
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Gould  Coupler  Co.,  New  York. 

Graham  Nut  Co.,  Pittsburgh. 

Grand  Rapids  Malleable  Works,  Grand  Rapids,  Mich. 

Graton  &  Knight  Manufacturing  Co.,  Worcester,  Mass. 

Gray,  Peter,  &  Sons  (Inc.),  East  Cambridge,  Mass. 

Greenfield  Tap  &  Die  Corporation,  Greenfield,  Mass. 

Greenville  Steel  Car  Co.,  Greenville,  Pa. 

Griffin  Wheel  Co.^  Chicago. 

Grip  Nut  Co.,  Chicago. 

Hale  &  Kilburn  Co.,  Philadelphia. 

Hammett,  H.  G.,  Troy,  N.  Y. 

Hanna,  M.  A.,  &  Co.,  Cleveland. 

Haskell  &  Barker  Car  Co.,  Michigan  City,  Ind. 

Hettler,  Herman  H.,  Lumber  Co.,  Chicago. 

Hewitt  Rubber  Co.,  Buffalo,  N.  Y. 

Highland  Iron  &  Steel  Co.,  Terre  Haute,  Ind. 

Hines,  Edw.,  Lumber  Co.,  Chicago. 

Hires  Tiu'ner  Glass  Co.,  Philadelphia,  Pa. 

Hunt,  Robert  W.,  &  Co.,  Chicago. 

Hunt-Spiller  Manufacturing  Corporation,  Boston. 

Hutchins  Car  Roofing  Co.,  Detroit. 

Illinois  Car  &  Manufacturing  Co.,  Chicago. 

Illinois  Steel  Co.,  Chicago. 

Imperial  Appliance  Co.,  Chicago. 

Independent  Pneumatic  Tool  Co.,  Chicago. 

Ingersoll-Rand  Co.,  New  York. 

Inland  Steel  Co.,  Chicago. 

Interstate  Iron  &  Steel  Co.,  Chicago,  111. 

Johns-Man ville,  H.  W.,  Co.,  New  York. 

*Joliet  Railway  Supply  Co.,  Chicago. 

Jones  &  Laughlin  Steel  Co.,  Pittsburgh. 

Joseph,  Jos.,  &  Bros.,  Co.,  New  York. 

Joyce-Watkins  Co.,  Chicago. 

Kay  &  Ess  Co.,  Dayton,  Ohio. 

*Kearney  &  Trecker  Co.,  Milwaukee,  Wis. 

Keith  Car  &  Manufacturing  Co.,  Sagamore,  Mass. 

Kerite  Insulated  Wire  &  Cable  Co.,  New  York. 

*Keyoke  Railway  Equipment  Co.,  Chicago. 

Kilbourne  &  Jacobs  Manufacturing  Co.,  Columbus. 

Kirby-Bonner  Lumber  Co.,  Houston,  Tex, 

La  Belle  Iron  Works,  Steubenville,  Ohio. 

Lackawanna  Bridge  Co.,  Buffalo,  N.  Y. 

Lackawanna  Steel  Co.,  Buffalo,  N.  Y. 

Laconia  Car  Co.,  Boston. 

^Leslie  Co.,  Lyndhurst,  N.  J. 

Liberty  Steel  Products  Co.  (Inc.),  New  York. 

Lima  Locomotive  Works  (Inc.),  Lima,  Ohio. 

Linde  Air  Products  Co.,  New  Yrok. 

Link  Belt  Co.,  Chicago. 

Lockhart  Iron  &  Steel  Co.,  Pittsburgh. 

Locomotive  Finished  Material  Co.,  Atchison,  Kans. 

Locomotive  Stoker  Co.,  New  York. 

Locomotive  Superheater  Co.,  New  York. 

Lodge  &  Shipley  Machine  Tool  Co.,  Cincinnati. 

*Logan  Iron  &  Steel  Co.,  Philadelphia. 

*Long,  Chas.  R.,  jr.,  Co.,  Louisville,  Ky. 

Ludlow  Valve  Manufacturing  Co.,  Troy,  N.  Y. 

Lukens  Steel  Co.,  Coatesville,  Pa. 

McConway  &  Torley  Co.,  Pittsburgh. 

Magnus  Co.  (Inc.),  New  York. 

Maloney  Oil  &  Manufacturing  Co.,  New  York. 

Manganese  Steel  Rail  Co.,  New  York. 

Manning,  Maxwell  &  Moore  (Inc.),  New  York. 

Marion  Malleable  Iron  Works,  Marion,  Ind. 

Maryland  Car  Wheel  Works,  Baltimore. 

Massey  Concrete  Products  Corporation,  Chicago. 

Metal  &  Thermit  Corporation,  New  York. 
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Miller  Lock  Co.,  Philadelphia.        „,       ,       ,. 

*Miller  Train  Control  Corporation,  btaunton,  v  a. 

Milton  Manufacturing  Co.,  Milton,  Pa. 

Milwaukee  Coke  &  Gas  Co.,  Milwaukee. 

Miner,  W.  H.,  Co.,  Chicago.  ^       „^  ^      .     ^,. 

Missouri  Malleable  Iron  Co.,  East  St.  Louis,  ill. 

Morden  Frog  &  Crossing  Works,  Chicago. 

More-JonesBrass&MetalCo.,  St.  Louis 

Morse  Twist  Drill  &  Machine  Co.,  New  Bedford,  Mass. 

Mount  Vernon  Bridge  Co.,  Mount  Vernon,  Ohio 

Mount  Vernon  Car  Manufacturing  Co.,  Mount  Vernon,  111. 

*Mudge  &  Co.,  Chicago. 

Murphy  Varnish  Co.,  Newark,  N.  J. 

Nassau  Smelting  &  Refining  Works,  New  York. 

Nathan  Manufacturing  Co.,  Flushing,  N.  Y. 

National  Cash  Register  Co.,  Dayton,  Ohio. 

National  Lock  Washer  Co.,  Newark,  N.J. 

National  Malleable  Castings  Co.,  Cleveland. 

National  Railway  Appliance  Co.,  New  York. 

*National  Waste  Co.,  Philadelphia. 

New  York  Air  Brake  Co.,  New  York. 

New  York  Belting  &  Packing  Co.  (Ltd.),  New  York 

Niles-Bement-Pond  Co.,  New  York. 

North  Western  Fuel  Co.,  St.  Paul. 

*Northern  Engineering  Works,  Detroit. 

Northern  Malleable  Iron  Co.,  St.  Paul. 

Norton  Co.,  Worcester,  Mass. 

Ohio  Steel  Foundry  Co.,  Lima,  Ohio. 

Otis  Steel  Co.,  Cleveland. 

Oxweld  Railroad  Service  Co.,  Chicago. 

P.  &  M.  Co.,  Chicago. 

Pantasote  Co.,  New  York. 

*Parkersburg  Iron  Co.,  Parkersburg,  Pa. 

Patterson-Sargent  Co.,  Cleveland. 

Paxton-Mitcholl  Co.,  Omaha. 

*Pennsylvania  Tank  Car  Co.,  Sharon,  Pa. 

Pettibone  Mulliken  Co.,  Chicago. 

Phoenix  Iron  Co.,  Philadelphia. 

Pickands,  Brown  &  Co.,  Chicago. 

Pickands,  Mather  &  Co.,  Cleveland. 

Pilliod  Co.,  New  York. 

Pittsburgh  Plate  Glass  Co.,  Pittsburgh. 

Pittsburgh  Spring  &  Steel  Co.,  Pittsburgh. 

Pittsburgh  Steel  Products  Co.,  Pittsburgh. 

Pneumatic  Gate  Co.,  Chicago. 

Pollak  Steel  Co.,  Cincinnati,  Ohio. 

Poole  Bros.,  Chicago. 

Pratt  &  Lambert  (Inc.),  Buffalo. 

Pratt  &  Letch  worth  Co.,  Buffalo. 

Prendergast  Co.,  Marion,  Ohio. 

Pressed  Steel  Car  Co.,  New  York. 

Pyle-National,  the,  Co.,  Chicago. 

Quaker  City  Rubber  Co.,  Philadelphia. 

Rail  Joint  Co.,  New  York. 

Railroad  Supply  Co.,  Chicago. 

Railway  Age,  New  York. 

Railway  Steel-Spring  Co.,  New  York. 

Ramapo  Iron  Works,  Hillburn,  N.  Y. 

Rand,  McNally  &  Co.,  Chicago. 

Reading  Car  Wheel  Co.,  Reading,  Pa. 

Republic  Iron  &  Steel  Co.,  Youngstown,  Ohio. 

Repul)Uc  Riibber  Co.,  Youngstown,  Ohio. 

*Robinson,  Cary  &  Sands  Co.,  St.  Paul. 

Rockford  Malleable  Iron  Works,  Rockford,  111. 

Rodger  Ballast  Car  Co.,  Chicago. 

Ryerson,  Joseph  T.,  &  Son,  Chicago. 

Safety  Car  Heating  &  Lighting  Co  ,  New  \ork. 
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Sargent  Co.,  Chicago. 

Schieren,  Charles  A.,  Co.,  New  York. 

Scioto  Valley  Supply  Co.,  Columbus,  Ohio. 

Scranton  Bolt  &  Nut  Co.,  Scranton,  Pa. 

Seaman  Paper  Co.,  Chicago. 

*Seeger-Walraven  Co.,  Atlanta,  Ga. 

Sellers  Manufacturing  Co.,  Chicago. 

Sellers,  William,  &  Co.  (Inc.),  Philadelphia. 

Shapleigh  Hardware  Co.,  St.  Louis. 

Sherburne  &  Co.,  Boston. 

Sherritt  &  Stoer  Co.  (Inc.),  Philadelphia. 

Sherwin-Williams,  the,  Co.,  Cleveland. 

Simmons  Hardware  Co.,  St.  Louis. 

Southern  AVheel  Co.,  St.  Louis. 

Standard  Car  Truck  Co.,  Chicago. 

Standard  Coupler  Co.,  New  York. 

Standard  Forgings  Co.,  Chicago. 

Standard  Safety  Nut  Corporation,  New  York. 

Standard  Steel  Car  Co.,  Pittsburgh. 

Standard  Steel  Works  Co.,  Philadelphia. 

*Standard  Stoker  Co.  (Inc.),  New  York. 

Standard  Supply  &  Equipment  Co.,  Philadelphia. 

Standard  Tool  Co.,  Cleveland. 

Standard  Underground  Cable  Co.,  Pittsburgh. 

Steel  Car  Forge  Co.,  Pittsburgh. 

*Stewart,  James,  &  Co.  (Inc.),  New  York. 

Sturtevant,  B.  F.,  Co.,  Boston.  . 

Symington,  T.  H.,  Co.,  New  York. 

Taylor-Miarton  Iron  &  Steel  Co.,  High  Bridge,  N.  J. 

Texas  Co.,  New  York. 

Tindel-Morris  Co.,  Eddystone,  Pa. 

Tower  Manufacturing  &  Novelty  Co.,  New  York. 

Tuco  Products  Corporation,  New  York. 

Tyler  Tube  &  Pipe  Co.,  Washington,  Pa. 

Tyler,  W.  S.,  Co.,  Cleveland. 

Underwood  Typewriter  Co.,  New  York. 

Union  Carbide  Sales  Co.,  New  York. 

Union  Draft  Gear  Co.,  Chicago. 

Union  Spring  &  Manufacturing  Co.,  Pittsburgh. 

Union  Steel  Casting  Co.,  Pittsburgh. 

Union  Switch  &  Signal  Co.,  Swissvale,  Pa. 

U.  S.  Light  &  Heat  Co.  (Inc.),  New  York. 

U.  S.  Metallic  Packing  Co.,  Philadelphia. 

Valentine  &  Co.,  New  York. 

Vapor  Car  Heating  Co.  (Inc.),  Chicago. 

Warner  &  Swasey  Co.,  Cleveland. 

Weir  Frog  Co.,  Cincinnati. 

Western  Electric  Co.,  New  York. 

Western  Railway  Equipment  Co.,  St.  Louis. 

Western  Wheeled  Scraper  Co.,  Aurora,  111. 

Westinghouse  Air  Brake  Co.,  Pittsburgh. 

Westinghouse,  Church,  Kerr  &  Co.  (Inc.),  New  York. 

Westinghouse  Electric  &  Manufacturing  Co.  (Inc.),  East  Pittsburgh. 

Whiting  Foundry  Equipment  Co.,  Harvey,  111. 

Wilson  Welder  &  Metals  Co.  (Inc.),  New  York. 

Winston  Bros.  Co.,  Minneapolis. 

Witbeck,  Clark,  Co.,  Schenectady. 

*Woods,  Edwin  S.,  &  Co.,  Chicago. 

Worthington  Pump  &  Machinery  Corporation,  New  York. 

*Youngstown  Steel  Car  Co.,  Youngstown,  Ohio. 
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Statement  prepared  for  the  Committee  on  Interstate  Commerce  of  the  United  States 
Senate  by  Robert  W.  Woolley,  member  of  the  Interstate  Commerce  Commission, 
in  response  to  requests  of  Senators  made  while  he  was  testifying  before  that  com- 
mittee January  13  and  14,  1919  (Record,  pp.  379-430),  in  support  of  his  recom- 
mendation that  the  period  of  Federal  control  be  extended  to  five  years  following 
the  date  of  the  President's  proclamation  of  peace,  and  that  a  standard  rate  structure 
based  upon  uniform  mileage  plus  terminal  charges  be  adopted. 

February  10,  1919. 
Hon.  Ellison  D.  Smith, 

Chairman  Committee  on  Interstate  Commerce, 

United  States  Senate. 

My  Dear  Sir:  Complying  with  requests,  made  by  several  Senators,  for  infornjation 
which  I  did  not  have  at  hand  when  I  testified  before  your  honorable  committee  on 
January  13  and  14,  I  respectfully  address  you  as  follows: 

With  reference  to  the  recommendation,  made  by  me,  that  the  period  of  Federal 
control  be  extended  to  five  years  follo^ving  the  date  of  the  President's  proclamation 
of  peace,  in  order,  among  other  reasons,  that  a  standard  rate  structure  based  upon  a 
uniform  mileage  rate  plus  terminal  charges  might  be  substituted  for  the  numerous 
rate-making  plans  now  in  effect,  I  beg  to  say  that  the  premises  for  the  proposed  rate 
structure  lie  within  the  political  and  economic  principles  upon  which  rest  the  com- 
merce clauses  of  the  Constitution,  namely: 

Art.  1,  sec.  8.  "But  all  Duties,  Imposts  and  Excises  shall  be  uniform  throughout 
the  United  States." 

Sec.  9.  "No  Preference  shall  be  given  by  any  Regulation  of  Commerce  or  Revenue 
to  the  Ports  of  one  State  over  those  of  another." 

"No  Tax  or  Duty  shall  be  laid  on  Articles  exported  from  any  State." 

Sec  10.  Prohibiting  any  State  from  lajdng  impost=i  or  duties  on  imports  or  exports. 

The  simple  meaning  of  these  tenets,  which  have  withstood  years  of  judicial  interpre- 
tation is  that,  in  a  natural  sense,  there  shall  be  a  freedom  of  commerce  between  States, 
unhampered  by  artificial  burdens  which  may  bear  hea\-ily  upon  some  localities  and 
yield  preferences  to  otherg.  Natural  advantages  are  left  open  alike  to  all,  and  they 
shall  not  be  enlarged  or  diminished  by  artiticial  means.  That  is  to  say.  New  York 
City  is  justly  entitled  to  retain  its  natural  advantages;  but  that  city  should  not  be 
given  still  greater  advantages  by  exemption  from  the  burdens  of  commerce  that  fall 
upon  other  cities  and  States.  Conversely,  the  geographical  and  commercial  status  of 
other  cities  should  not,  by  a  similar  means,  be  equalized  with  those  of  New  York  . 
This  doctrine,  which  applies  between  individuals  as  well  as  Iwtween  localities,  is 
clearly  and  nicely  enunciated  in  Interstate  Commerce  Commission  v.  Diffenbaugh 
(222  U.  S.,  42,  40),  where  Justice  Holmes,  speaking  of  the  law  in  its  generic  sense, 
stated  that  it  "does  not  attempt  to  equalize  fortune,  opportunities,  or  abilities." 
Unless  the  act  to  regulate  commerce  is  construed  and  administered  in  conformity 
with  these  principles  we  are  confronted  with  the  anomaly  of  a  special  statute  eating 
at  the  structure  of  the  Constitution.  That  statute,  however,  was  enacted  to  preserve 
these  very  principles;  and  it  must  be  construed  and  administered  as  meaning  that  it 
is  not  the  function  of  transportation  agencies  to  "ecfualize  fortune,  opportunities,  or 
abilities."  Nevertheless,  we  find  a  modified  doctrine  at  present  running  throuijh  the 
many  reported  decisions  in  rate  complaints,  namely,  that  rates  can  not  be  based  alone 
upon  commercial  considerations.  When  the  application  of  this  doctrine  is  analyzed 
we  find  that  it  sustains  railroad  practices  of: 

(a.)  Grouping  together,  under  a  common  rate,  many  cities  ^^^thin  a  radius  of  as  much 
as  500  miles  (yellow  pine  blanket)  in  order  to  equalize  commercial  advantages  between 
such  cities. 

(6)  Charging  lower  rates  to  more  distant  points  than  to  less  distant  intermediate 
points,  intended  to  meet  competition,  but  mth  the  obvious  effect  of  building  up 
certain  communities  at  the  expense  of  others. 

(c)  Absorbing  terminal  charges  or  gi\ang  free  terminal  services  at  some  localities 
and  levying  charges  at  others. 

Points  are  grouped  under  common  rates  on  grain,  grain  products,  coal,  oil,  forest 
products,  meats,  cattle,  sugar,  minerals,  packing  house  and  dairy  products,  fruits, 
vegetables,  and  other  staples;  and  the  considerations  con1rt)Uin,!;  these  groujiiiv-js  are 
largely  to  "equalize  commercial  conditions"  rather  than  to  permit,  as  should  be  the 
case,  the  greatest  development  of  natural  resources  and  the  widest  distribution  of  raw 
products  and  manufactured  articles  where  needed. 

The  remedy  lies  in  recognition  of  the  ])atent  fact  that  if  freight  rates  were  estalilished 
upon  the  basis  of  a  like  charge  to  all  shippers  of  like  commodities  for  a  given  unit  of 
service,  there  no  longer  would  be  unjust  discriminations,  undue  preferences,  and  rate 
inequalities,  either  voluntary  or  involuntary,  such  as  the  present  statutory  regula- 
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tions  aim  to  eliminate.  At  least  the  present  systems  of  transportation,  through  their 
freight  rate  adjustments,  no  longer  would  be  the  means  of  giving  artificial  advantages 
or  imposing  artificial  burdens  for  the  purposes  of  trade  equalization,  which,  as  we 
have  seen,  is  a  practice  contrary  to  our  organic  law.  In  recognition  of  this  fact  we 
should  discard  the  modified  doctrine  that  rates  can  not  be  based  alone  upon  com- 
mercial considerations  and  should  make  absolute  the  doctrine  that  it  is  not  the  func- 
tion of  transportation  agencies  to  "equalize  fortune,  opportunities,  or  abilities." 

These  premises  suggest  a  standard  rate  structure,  elastic  enough,  however,  to  permit 
the  widest  possible  distribution  in  the  interest  of  the  public  as  a  whole.  This  may 
require  the  retention  of  the  "grouping"  or  "blanket"  theory  only  to  the  extent  of 
ma^ng  possible  necessary  distribution,  as  in  the  case  of  potatoes,  green  vegetables, 
and  like  products  the  maximum  production  of  which  should  be  encouraged,  but 
entirely  free  from  purposes  of  trade  equalization.  Fresh  milk  to  the  extent  that  it 
moves  by  freight  would  fall  within  this  rule. 

I  am  not  unmindful  that  the  cost  of  transportation  in  the  mountainous  and  sparsely 
populated  portions  of  the  country,  especially  in  parts  of  certain  far  western  States, 
IS  generally  considered  to  be  greater  than  in  the  older  and  more  thickly  settled  por- 
tions. But  I  call  your  attention  to  the  fact  that  a  uniform  charge  is  made  on  passenger 
traffic  and,  further,  that  whereas  the  grades  in  the  Rockies  may  be  steeper  than  those 
in  the  Appalachians,  the  miles  of  railroad  penetrating  the  eastern  mountains  far 
outnumber  those  penetrating  the  western  mountains;  also,  though  ther^  are  more 
miles  of  railroad  in  the  undulating  country  of  the  East  and  Middle  West  than  in  States 
west  of  the  Mississippi,  nevertheless  in  the  latter  States  the  proportion  of  plains 
country  through  which  trains  move  at  a  minimum  operating  cost  far  exceeds  the 
acreage  of  like  country  east  of  the  Mississippi.  So,  largely  speaking,  there  are  no 
really  formidable  operating  reasons  against  the  adoption  of  a  uniform  mileage  scale. 

In  Exhibits  1  to  18,  accompanying  this  letter,  I  have  endeavored  to  give  a  general 
idea  of  what,  in  my  judgment,  forms  a  sound  basis  for  a  standard  rate  etructure.  I 
think  the  committee  will  be  interested  in  the  many  glaring  inconsistencies  in  the 
present  rate  adjustment  that  automatically  came  to  the  surface,  and  also  in  the  fact 
that  the  shelving  made  tends  to  discredit  the  contention  so  generally  urged  that  if 
the  theory  of  tapering  rates  downward  as  distance  increases  is  abandoned,  and  instead 
an  inflexible  mileage  scale  plus  a  charge  for  terminal  ser\dce8  is  adopted,  the  move- 
ment of  traffic  will  be  restricted  within  narrower  limits  than  at  present.  I  beg  to 
suggest  that  in  order  clearly  and  completely  to  understand  Exhibits  2  to  18,  inclusive, 
Exhibit  1,  which  explains  the  formula,  should  first  be  read. 

In  preparing  these  exhibits  I  have  selected  some  of  the  more  general  commodities. 
A  noticeable  omission  is  cotton.  This  commodity  moves  largely  under  any-quantity 
rates  for  comparatively  short  distances  to  Gulf  and  Atlantic  ports  and  thence  by 
water  to  New  England;  therefore  a  tabulation  of  all-rail  rates  from  producing  points 
in  the  South  to  the  consuming  points  in  the  Northeast  would  not  be  particularly 
helpful. 

In  connection  with  these  exhibits,  I  beg  to  call  attention  to  the  fact  that  under  the 
act  to  regulate  commerce,  as  amended,  the  Interstate  Commerce  Commission  has  the 
power  to  prescribe  only  the  maximum  reasonable  rate  and  not  the  minimum  rate. 
For  that  reason  among  others — one  of  which  is  that  many  lines  are  weak  and  some  are 
strong — it  has  been  impracticable  in  the  past,  and  without  amendment  to  the  act  will 
be  impracticable  in  the  future,  for  the  commission  to  initiate  a  standard  rate  structure 
based  upon  mileage  plus  terminal  charges. 
Respectfully, 

Robert  W.  Woolley,  Commissioner. 


Exhibit  1. — Standard  rate  structure,  based  upon  the  uniform  car-mile  rate  plus  terminal 

charges. 

THE   BASIS. 

The  approach  is  the  cost  theory  and  "cost,"  as  here  used,  includes  a  return  upon 
the  investment.  Algebraically  expressed,  cost  equals  interest  upon  investment  plus 
operating  expenses  and  taxes.  And  it  also  equals  what  the  public  as  a  whole  must 
pay  to  sustain  the  transportation  service. 

Using  transportation  statistics,  for  the  year  ended  June  30.  1916,  in  the  aggregate 
for  all  carriers  (exclusive  of  switching  and  terminal  companies),  the  first  step  is  to 
ascertain  the  investment  in  road  and  equipment,  which,  as  reported  by  the  carriers, 
amounted  to  $17,684,736,585.     Assuming  6  per  cent  to  be  a  fair  retui'n  (the  actual  for 


1450      EXTENSION   OF   GOVERNMENT   CONTROL   OF  EATLROADS. 

the  year  being  5.9  per  cent  the  first  element  of  cost  would  be  $1,061,084,195  interest; 
second  comes  the  aggregate  operating  expenses  of  $2  277.202.278;  and  third  the  aggre- 
gate taxes  of  $151,599,841.  The  sum  of  these  three  items  is  approximately  what  the 
public  paid  in  1916,  to  sustain  the  transportation  systems  as  a  whole,  ^dz: 

(1)  Interest $1,  061,  084, 195 

(2)  Operating  expenses 2,  277,  202,  278 

(3)  Taxes 151,  599,  841 

Total 3,  489,  886,  314 

Of  the  ascertained  total  cost  borne  by  the  public 3,  489,  886,  314 

It  is  not  unreasonable  to  assume  that  25  per  cent  was  for  passenger 
train  service.  According  to  the  formula  for  separating  operating 
expenses,  as  between  passenger  and  freight,  approved  by  the 
commission,  the  statistics  show  approximately  25  per  cent  of  such 
expenses  assignable  to  passenger  service.  Furthermore,  by  using 
the  1916  units  of  34.309.000,000  passenger  miles,  at  a  rate  of  2.5 
cents  per  mile,  the  yield  of  revenue  would  be  $857,725,000,  or 
slightly  less  than  25  per  cent.  An  additional  test  is  the  sum  of  the 
several  accounts  to  which  revenue  from  passenger  train  service  was 
creditefl,  which  roundly  is  $849,000  000.  Therefore  the  assumption 
that  approximately  25  per  cent  of  the  total  is  assignable  to  passen- 
ger service  seems  justified — 25  per  cent  of  $3,489,886,314  equals. . .         872,  471,  578 

Remainder  assignable  to  freight  service 2,  617, 414,  736 

Of  the  remainder  assignable  to  freight  service  the  statistics  indicate 
that  approximately  33J  per  cent  is  required  to  meet  the  terminal 
expenses.  That  is  to  say,  of  the  total  operating  expenses  assignable 
to  the  freight  service  the  accounts  of  the  carriers,  kept  as  prescribed 
by  the  Interstate  Commerce  Commission  show  that  approximately 
one-third  is  spent  for  terminal  services,  viz — 33J  per  cent  of 
$2,617,414,763  equals 872,  471, 578 

The  remainder  equals  approximately  what  was  borne  by  the  public 
exclusive  of  terminal  services,  for  the  road-haul  freight  service 
viz 1, 744, 943, 158 

Reduced  to  car-miles,  based  upon  the  car-mile  performance  for  1916, 
of  15  343,000,000  miles,  the  average  cost  per  car  per  mile  for  the 
road-haul  service  on  all  traffic  appears  to  have  been  approxi- 
mately   cents. .  11.37 

The  actual  number  of  revenue  carloads  of  freight  that  originated  in 
1916  is  not  shown  by  the  statistics;  therefore  only  a  very  rough 
approximation  of  the  average  terminal  cost  per  car  can  be  made. 
The  typical  average  haul  of  all  the  railroads,  regarded  as  a  single 
system,  is  shown  to  have  been  roundly  277  miles  in  1916.  The 
number  of  loaded  car-miles  was  15.343,000.000.  These  figures  aer 
a  basis  indicate  that  approximately  55.389.891  carloads  oi"  freight 
originated  in  1916.  The  expenses  assignable  to  terminal  services, 
as  before  shown,  were  approximately  $S72,471.579.  ilence  the 
average  terminal  expense,  or  cost,  per  car  would  be  approximately.  15.  75 

The  presentation  thus  made  is  a  rough  approximation  of  the  average  car-mile  freight 
cost  on  all  traffic,  plus  the  average  terminal  coat  per  car  on  all  traffic,  for  the  year 
1916,  including  a  return  on  the  property  investment  of  6  per  cent,  viz: 

Average  car-mile  freight  cost,  all  traffic,  11.37  cents. 

Average  terminal  cost  per  car,  all  traflic,  $15.75. 

These  ascertained  averages,  worked  out  in  dollars  and  cents  per  carload,  have  been 
compared  with  the  rates  in  effect  June  30,  1916,  on  certain  selected  commodities, 
such  as  lumber,  coal,  grain,  grain  product",  meat",  live  stock,  vegetables,  etc.,  for 
varjdng  distances  between  points  of  production  on  the  one  hand,  and  consuming  of 
trading  markets  on  the  other  hand.  To  be  generous  the  units  u.^ed  are  12  centvS  per 
car-mile  and  $16  per  car,  respectively,  for  the  road-haul  and  terminal  services,  instead 
of  the  exact  averages  of  11.37  cents  per  car-mile  and  $15.75  per  car.  The  comparisons 
follow  in  the  form  of  exhibits  (an  index  to  which  appears  below),  and  are  intended 
to  illustrate  in  a  general  way  the  effect  of  a  uniform  rate  structure  upon  the  present 
rate  adjustment  and  upon  industrial  relations. 
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THE   COMPARISONS. 

In  the  examination  and  analysis  of  the  comparisons  made  it  should  be  borne  in 
mind  that, they  rest  upon  1916  statistics  (later  date  in  complete  form  not  being  avail- 
able), and  therefore  leave  out  of  consideration  the  present  day  higher  standards  of 
costs.  This  means  that  an  adequate  uniform  car-mile  rate,  plus  an  adequate  termi- 
nal charge,  if  established  to-day,  would  be  at  a  higher  level  than  the  units  here  used. 
Probably  15  cents  a  car-mile,  plus  a  $20  terminal  charge,  would  more  nearly  measure 
the  present  day  transportation  requirements.  But  that  is  a  matter  for  later  develop- 
ment.    Other  points  that  should  be  borne  in  mind  are: 

(a)  The  car-mile  rate  ia  used  because  the  freight  ser^dce  is  conducted  in  units  of 
car-miles. 

(b)  The  terminal  charge  in  dollars  per  car  is  used  because  that  service  is  performed 
in  units  of  cars. 

(c)  Where  a  uniform  charge  is  made  per  car-mile,  and  a  terminal  charge  per  car,  it 
stimulates  maximum  loading  and  discourages  the  extravagant  practice  of  light  loading. 

(d)  Where  the  rate  is  uniform,  and  available  alike  to  all  shippers  of  like  com- 
modities, there  can  be  no  unjust  discriminations,  undue  preferences,  and  rate  ine- 
qualities, either  voluntary  of  involuntary — such  as  the  present  statutory  regulations 
aim  to  eliminate,  but  with  which  the  present  rate  structure  nevertheless  is  saturated. 

(e)  The  consuming  public  as  a  whole,  and  not  individual  shippers,  bear  the  freight 
charges  (whatever  their  level)  in  the  prices  paid  for  the  products  and  articles  trans- 
ported; therefore  the  individual  shipper  is  interested  only  in  having  as  cheap  a  rate 
as  his  competitor,  and  when  each  pay  the  same  rate  per  car  per  mile  neither  has  an 
advantage  or  disadvantage. 

(/)  Doubtless  a  different  uniform  rate  should  be  established  for  different  com- 
modities, depending  upon  the  risk,  the  value,  the  loading  density,  etc.  But  there 
has  been  no  undertaking  here  to  make  such  distinctions. 

(g)  The  comparisons  obviously  comprehend  a  single  transportation  system,  and  in 
that  aspect  require  no  special  variations  for  the  weak,  as  distinguished  from  the 
strong  Unes. 

(h)  No  allowance  has  been  made  for  a  higher  scale  of  rates  for  transporting  freight 
in  less-than-carload  lots.  Assuming  that  such  a  scale  should  be  established,  with 
four  classes,  and  applied  uniformly  throughout  the  United  States,  the  per  car-mile 
rate  would  correspondingly  be  reduced. 

(i)  The  per  car-mile  rate  plus  the  terminal  charge,  as  a  basis  for  a  standard  rate 
structure,  contemplates  only  the  road-haul  and  terminal  services.  Additional 
charges  should  be  made  for  special  services,  such  as: 

Reconsignment. 

Storage. 

Transit  privileges. 

Loading  and  unloading  carload  freight. 

Trap  or  "  ferry  "  car  service. 

Drayage. 

Lighterage. 

Dockage  and  wharfage. 

Yardage  of  live  stock. 

Refrigeration. 

Transportating  containers. 

Transporting  dunnage,  preservatives,  etc. 
( j)  And  also  it  should  be  ovserved  that  the  uniform  per  car-mile  rate,  plus  a  terminal 
charge  contemplated  doing  away  with  the  evil  of  absorbing  switching  charges,  making 
allowances  to  industrial  railroads,  etc.  It  may  be  that  the  terminal  charges,  although 
uniform  in  each  city,  should  vary  as  between  cities,  depending  upon  the  varying 
costs.  But  so  long  as  each  city  has  a  uniform  terminal  charge,  based  upon  costs, 
there  can  be  no  discrimination;  and  if  such  a  charge  is  imposed  the  tendency  will 
be  toward  greater  economy  at  the  terminals,  since  the  interest  of  each  municipality 
will  be  to  have  as  cheap  a  terminal  cost  as  prudence  and  economy  will  permit. 

{k)  Special  attention  is  called  to  Exhibit  18,  which  shows  that  the  present  freight 
classifications,  beyond  being  symbols  for  defined  groups  of  articles,  have  no  real 
meaning  as  bearing  upon  the  relation  of  one  class  to  another. 

{I)  The  distances  used  are  those  officially  adopted  by  the  War  Department  over 
the  short-line  practicable  routes. 
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Exhibit  2.—  Uniform  mileage  scale  based  upon  12  cents  per  car-mile  plus  $16  per  car  for 

terminal  services. 
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128.80 

131.  20 

133. 60 

1.36. 00 

138.  40 

140. 80 

143. 20 

115.60 

148. 00 

150.40 


Miles. 


1,140. 

1,160. 

1,180. 

1,200. 

1,220. 

1,240. 

1,260. 

1,280. 

1,300. 

1,320. 

1,340. 

1,3()0. 

1,380. 

1,400. 
i  1,420. 
,  1,440. 
'  1,460. 
!  1,480. 
!  1,500. 
1  1,520. 

1,.540. 

1,560. 

1,580. 

1,600. 

1,620. 

1,640. 

1,660. 
>  1,680. 

1,700. 

1,720. 

1,740. 

1,760. 

1,780. 
i  1,800. 
I  1,820. 
i  1,840. 
I  1,860. 
!  1,880. 
i  1,900. 

1,920. 
i  1,940. 

I,9<i0. 

1,980. 
'  2.000. 
I  2,020. 

2,IM0. 

2,060. 
i  2,080. 
1  2,100. 

2,120. 

2,140. 

2,160. 

2,180. 

2,200. 

2,220. 

2,240. 

2,260. 
'  2,280. 
'  2,300.. 

2,320.. 
j  2,340.. 


At  12 

cents  per 

mile 


$136. 80 
139. 20 
141. 60 
144.00 
146. 40 
148. 80 
151.20 
153. 60 
156. 00 
158. 40 
160.80 
163.  20 
165. 60 
168. 00 
170. 40 
172.80 
175.  20 
177. 60 
180. 00 
182.  40 
184.  80 
187. 20 
189. 60 
192.00 
194.  40 
196.80 
199.20 
201.  CH) 
2t)4.00 
206.40 
208.  80 
211.  20 
213.60 
216. 00 
218.  40 
220.80 
22:^.20 
225.60 
228. 00 
230.40 
2?2.80 
2-$5.20 
237. «) 
240.  (X) 
242.  40 
244.  80 
247.  20 
249. 60 
252.00 
254.  40 
2,56. 80 
2.59.20 
261.  60 
264.  00 
266.  40 
268.80 
271.20 
273. 60 
276.00  I 
278.40  I 
280.80 


Pins  $16 
terminal 
charge. 


S152. 80 
155. 20 
157. 60 
160. 00 
162. 40 
164.  80 
167.20 
169.60 
172. 00 
174.  40 
176. 80 
179.  20 
181. 60 
184.00 
186. 40 
188. 80 
191.20 
193.60 
196.00 
198.  40 
200.80 
203.20 
205.  60 
208.00 
210.  40 
212.  80 
215. 20 
217. 60 
220.00 
222.40 
224.80 
227.20 
229.60 
232.00 
2:^4.  40 
236. 80 
2:«.20 
241.60 
244.00 
246.  40 
248.80 
251.20 
2.V}.  60 
25().  00 

258.  40 
260.80 
2ia.20 
265.  ()0 
268. 00 
270.  40 
272. 80 
275. 20 
277.60 
280.  00 
282.  40 
284.80 
287.20 

259.  60 
292.00 
294.40 
296.80 


Miles. 


2,360 

2,380 

2,400 

2,420 

I  2,440 

2,460 

2,480 

2,500 

2,520 

2,540 

2,560 

2,580 

2,600 

2,620 

2,640 

2,660 

2,680 

2,700 

2,720 

2,740 

2,760 

2,780 

2,800 

2,820 

2,840 

2,860 

2,880 

2,900 

2,920 

2,940 

2,%0 

2,9.80 

3,000 

3,020 

3,040 

3,060 

3,080 

3,100 

3,120 

3,140 

3,160 

3,180 

3,200 

3,220 

3,240 

3,260 

3.280 

3,300 

3,320 

3,340 

3,360 

3,380 

3,400 

3,420 

3,440 

3,460 

3,480 

3,500 


Atr2 

cents  per 
mile. 


S283.20 
285.60 
288.00 
290.40 
292.80 
295. 20 
297.60 
300.00 
302.40 
304.80 
307.20 
309. 60 
312.00 
314.40 
316.80 
319. 20 
321.60 
324.00 
326  40 
328. 80 
331.20 
333. 60 
336.00 
338.40 
340.80 
343. 20 
345. 60 
348.00 
3.50.40 
3.52.80 
355.20 
357. 60 
360.00 
362. 40 
364.80 
367.20 
369.60 
372.00 
374.40 
376. 80 
379.20 
381.60 
384.00 
386.40 
388.80 
391.20 
393.60 
396.00 
398.40 
400.80 
403. 20 
405.60 
408.00 
410.40 
412.80 
415.20 
417.60 
420.00 


Note.— The  mileage  scale  here  set  out  is  based  upon  railway  statistics  as  reported  by  the  Interstate 
Commerce  Commission  for  the  year  ended  June  30,  1916. 

Without  giving  consideration  to  the  present  higher  standard  of  costs,  or  attempting  to  differentiate 
between  higli  and  low  grade  commodities  of  varying  values,  loading  density,  etc.,  or  making  any  allowance 
for  less  than  carload  ratings,  it  is  the  intention  merely  to  illustrate  in  a  general  wav  the  basis  for  a  standard 
rate  adjustment. 

The  terminal  charge  of  $16  per  car  is  but  a  rough  approximation  and  comprehends  terminal  services  at 
both  the  originating  and  delivery  point. 
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Exhibit  3. — Rates  on  refined  oil. 


From — 


To— 


In  effect  Tuae  30,  1916. 


Rate 

Esti- 

per 

Miles. 

mated 

hun- 

weight. 

dred- 
weight. 

Pounds. 

Cenfu. 

316 

50, 000 

20.0 

352 

50, 000 

20.0 

360 

50,000 

20.0 

362 

.50,000 

20.0 

374 

50, 000 

20.0 

379 

50,000 

20.0 

380 

50, 000 

20.0 

383 

50,000 

23.0 

401 

50,000 

20.0 

424 

50, 000 

20.0 

438 

50,000 

20.0 

441 

50, 000 

20.0 

441 

50. 000 

23.0 

455 

50, 000 

23.0 

469 

50, 000 

20.0 

487 

50,000 

23.0 

612 

50, 000 

31.0 

644 

50,000 

25.0 

648 

50,000 

31.0 

658 

50,000 

31.0 

658 

50, 000 

25.0 

663 

50,000 

25.0 

673 

50,000 

31.0 

679 

50, 000 

31.0 

685 

50,000 

25.0 

708 

50, 000 

25.0 

712 

50,000 

31.0 

722 

50,000 

25.0 

725 

50,000 

25.0 

744 

50,000 

31.0 

746 

50,000 

31.0 

753 

50,000 

25.0 

896 

50, 000 

38.5 

910 

50, 000 

38.5 

915 

,50,000 

38.5 

937 

.50,000 

38.5 

960 

50,000 

38.5 

974 

50, 000 

38.5 

987 

50,000 

38.5 

1,005 

50,000 

38.5 

Charges. 


The  uniform  car- 
mile  rate  plus  $16 
terminal  charge. 


Rate 

per 
car-mile 

plus 
SI  6  per 

car. 


Charges. 


Chanute,  Kans.. . 
Neodesha,  Kans.. 

Vinita,  Okla 

Coffey ville,  Kans. 
Chanutp,  Kans . . . 
Coflfey^^lle,  Kans. 

Caney,  Kans 

Vinita,  Okla 

Neodesha,  Kans.. 

Tulsa,  Okla 

Sapulpa,  Okla 

Caney,  Kans 

Tulsa,  Okla 

Sapulpa,  Okla 

Okmulgee,  Okla.. 

Dn 

Chanute, Kans  ... 

Vinita,  Okla 

Neodesha,  Kans.. 
Coffey  ville.  Kans. 
Chanute,  Kans . . . 
Coffey^'llle,  Kans. 

Caney,  Kans 

Vinita,  Okla 

Neodesha,  Kans.. 

Tulsa,  Okla 

Sapulpa,  Okla 

Do.. 

Caney,  Kans 

Okmulgee,  Okla.. 

Tulsa,  Okla 

Okmulgee.  Okla.. 

Vinita,  Okla 

Chanute,  Kans. .. 
Coffey\ille,  Kans. 
Neodesha,  Kans.. 

Tulsa,  Okla 

Sapulpa,  Okla 

Caney,  Kans 

Okmulgee,  Okla.. 


Omaha,  Nebr. .. 

do 

St.  Louis,  Mo. . . 
Omaha,  Nehr. .. 
St.  l/ouis,  Mo... 

do 

Omaha,  Nebr... 

do 

St.  Louis,  Mo... 

do 

dn 

do 

Omaha,  Nebr... 

do 

St.  Louis,  Mo... 
Omaha,  Nebr... 
St.  Paul,  Minn.. 

Chicago.  Ill 

St.  Paul,  Minn.. 

do 

Chicago,  111 

do 

St.  Paul,  Minn.. 

do.. , 

Chicago,  111 

do 


St.  Paul,  Minn.. 

Chicago,  111 

do 

St.  Paul,  Minn.. 

do 

Chicago,  111 

Cleveland.  Ohio. 
do.... 


.do. 
.do. 
.do. 
.do. 
-do. 
.do. 


SI  00. 00 
109. 00 
100. 00 
100. 00 
100.  00 
100. 00 
100.  00 
115.00 
100. 00 
100. 00 
100.00 
100.  00 
115.00 
115.00 
100.00 
115.00 
155.00 
125.  00 
155. 00 
155. 00 
12,5.00 
125. 00 
155. 00 
155.00 
125. 00 
125. 00 
155. 00 
125.  00 
125. 00 
155.00 
155. 00 
125. 00 
192. 50 
192. 50 
192.  50 
192. 50 
192.  50 
192. 50 
192. 50 
192. 50 


Centa. 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
•  12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 


$53. 92 
58. 24 
59.20 
59. 44 
60.88 
61.48 
61.60 
61.96 
64.12 
66.88 
68.56 
68.92 
68.92 
70.60 
72.28 
74.44 
89.44 
93.28 
93.76 
94.96 
94.96 
95.56 
96.76 
97.48 
98.20 
100.96 
101.44 
102.  64 
103. 00 
105. 28 
105.52 
106.36 
123.  52 
125. 20 
125. 80 
128. 44 
131.20 
132.  88 
134. 44 
136. 60 


1454      EXTENSION   OF   GOVERNMENT   CONTROL   OF   RAILROADS. 
Exhibit  4. — Rates  on  fresh  meat. 


From— 


Chicago 

St.  Louis 

Chicago 

Do 

St.  Louis 

Kansas  City. 

Chicago 

St.  Paul 

St.  Joseph . . . 

Chicago 

St.  Louis 

Chicago 

Omaha 

Chicago 

St.  Paul 

St.  Louis 

Kansas  City . 
St.  Joseph... 

Chicago 

St.  Louis 

Do 

St.  Paul 

Omaha 

St.  Joseph . . . 
Kansas  City . 

St.  Louis 

Omaha 

St.  Louis 

St.  Paul 

Kansas  City. 
St.  Joseph . . . 

St.  Paul 

Kansas  City . 

Omaha 

St.  Joseph . . . 
Kansas  City . 

St.  Paul 

Omaha 

St.  Paul 

Kansas  City. 
St.  Joseph... 

Do 

Omaha 

Do 

St.  Paul 

Kansas  City . 
St.  Joseph... 
Omaha 


To— 


Cincinnati . . . 

do 

Pittsburgh... 

Buffalo 

Pittsburgh... 
Cincinnati . . . 

Syracuse 

Cincinnati 

do 

Binghamton. 

Buffalo 

Baltimore 

Cincinnati 

Philadelphia. 
Pittsburgh... 

Syracuse 

Pittsburgh... 

do 

New  York. . . 

Baltimore 

Binghamton. 

Buffalo 

Pittsburgh... 

BuJTalo 

....do 

Philadelphia. 

Buffalo 

New  York 

Syracuse 

do 

....do 

Binghamton. 

....do 

Syracuse 

Binghamton. 

Baltimore 

....do 

Binghamton. 
Philadelphia. 

....do 

Baltimore 

Philadelphia. 
Baltimore — 
Philadelphia. 
New  York... 

....do 

....do 

....do 


The  uniform  cai- 

Rates  in  effect  June  30,  1916. 

mile  rate  of  12 
cents  plus  $16 

terminal  charge. 

Rate 

Mini- 

per 

Rate 

Miles. 

mum 

hun- 

Charges. 

per  car- 

Charges. 

weight. 

dred- 
weight. 

mile. 

Pounds 

Cents. 

Cents. 

286 

22,000 

21.0 

S46.20 

12 

?50.  32 

384 

22,000 

21.5 

47.30 

12 

62.08 

468 

22,000 

28.4 

62.48 

12 

72.16 

525 

22,000 

28.4 

62.48 

12 

79.00 

621 

22.000 

33.6 

73.92 

12 

90.52 

661 

22,000 

40.0 

88.00 

12 

95.32 

683 

22,000 

38.0 

83.60 

12 

97.96 

708 

22,000 

41.0 

90.20 

12 

100.% 

724 

22,000 

40.0 

88.00 

12 

102.88 

728 

22,000 

38.0 

83.60 

12 

103. 12 

741 

22,000 

33.6 

73.92 

12 

104.92 

780 

22,000 

44.5 

97.90 

12 

109.60 

783 

22,000 

40.0 

88.00 

12 

109.96 

821 

22,000 

45.5 

100.10 

12 

114.  52 

878 

22,000 

48.4 

106.48 

12 

121.  36 

879 

22,000 

43.9 

96.58 

12 

12L  48 

898 

22,000 

51.9 

114. 18 

12 

123.76 

908 

22,000 

5L9 

114. 18 

12 

124.96 

912 

22.000 

47.5 

104.50 

12 

125.44 

932 

22,000 

47.0 

103.40 

12 

127.84 

934 

22,000 

43.9 

96.58 

12 

128. 08 

935 

22,000 

48.4 

106.48 

12 

128.  20 

958 

22,000 

51.9 

114. 18 

12 

130.90 

965 

22,000 

5L9 

114. 18 

12 

131.  80 

967 

22,000 

51.9 

114.18 

12 

132.04 

974 

22,000 

48.0 

105.60 

12 

132.88 

1,018 

22,  (XX) 

51.9 

114. 18 

12 

138. 16 

1,053 

22.000 

50.0 

110.00 

12 

142.  36 

1,093 

22.000 

58.0 

127.  60 

12 

147.  16 

1,122 

22.000 

61.5 

135.30 

12 

150.64 

1,123 

22,000 

61.5 

135.  30 

12 

150.76 

1,138 

22,000 

58.0 

127.60 

12 

152. 56 

1,170 

22,000 

61.5 

135.  30 

12 

156.40 

1,173 

22,000 

61.5 

135. 30 

12 

156.76 

1,198 

22,000 

61.5 

135. 30 

12 

159.  76 

1,211 

22.000 

65.5 

144. 10 

12 

161.  32 

1,212 

22,000 

64.5 

141.90 

12 

161.44 

1,221 

22,000 

61.5 

135.  30 

12 

162.  52 

1,231 

22,000 

65.5 

144.10 

12 

163.  72 

1,251 

22,0(X) 

66.5 

146.  30 

12 

166.12 

1,256 

22.000 
22,000 

65.5 

144. 10 

12 

166.72 

1,263 

66.5 

146.30 

12 

167.56 

1,295 

22,0(X) 

65.5 

144.10 

12 

171.40 

1,314 

22,000 

66.5 

146. 30 

12 

173.  68 

1,322 

22,000 

67.5 

148.50 

12 

174. 64 

1,342 

22,000 

68.5 

150.70 

12 

177. 04 

1,392 

22,000 

68.5 

150.70 

12 

183.04 

1,405 

22,000 

6a5 

150.  70 

12 

184.60 

Note. — The  assumption  is  that  the  carriers  will  pay  adequately  for  private  cars  when  used  for  this 
t  ransportation. 
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Exhibit  5. — Packing  house  products. 


From— 


Chicago 

St.  Louis 

Chicago 

Do 

St.  Louis 

Kansas  City . 

Chicago 

St.  Paul 

St.  Joseph... 

CMcago 

St.  Louis 

Chicago 

Omaha 

Cliicago 

St.  Paul 

St.  Louis 

Kansas  City . 
St.  Joseph . . . 

Chicago 

St.  I^ouis 

Do 

St.  Paul 

Omaha 

St.  Joseph... 
Kansas  City . 

St.  Louis 

Omaha 

St.  Louis. ... 

St.  Paul 

Kansas  City . 
St.  Joseph... 

St.  Paul 

Kansas  City . 

Omaha 

St.  Joseph... 
Kansas  City . 

St.  Paul 

Omaha 

St.  Paul 

Kansas  City . 
St.  Joseph . . . 

Do 

Omaha 

Do 

St.  Paul 

Kansas  City . 
St.  Joseph . . . 
Omaha 


To— 


Cincinnati 

do 

Pittsburgh... 

Buffalo 

Pittsburgh . . . 

Cincinnati 

Syracuse 

Cincinnati.... 

do 

Binghamton . 

Buffalo 

Baltimore 

Cincinnati 

Philadelphia . 
Pittsburgh... 

Syracuse 

Pittsburgh... 

do 

New  York . . . 

Baltimore 

Binghamton . 

Buffalo 

Pittsburgh. . . 

Buffalo 

do 

Philadelphia . 

Buffalo 

New  York . . . 

Syracuse 

do 

....do 

Binghamton . 

..do 

Syracuse 

Binghamton . 

Baltimore 

do 

Binghamton . 
Philadelphia . 

..do 

Baltimore 

Philadelphia . 

Baltimore 

Philadelphia . 
New  York . . . 

do 

....do 

....do 


Rates  in  effect  June  30,  1916. 


Miles. 


286 
384 
468 
525 
621 
661 
683 
708 
724 
728 
741 
780 
783 
821 
878 
879 


912 
932 
934 
935 
958 
965 
967 
974 
,018 
,053 
,093 
,122 
,123 
,138 
,170 
,173 
,198 
,211 
,212 
221 
231 
251 
256 
263 
295 
314 
322 
342 
392 
405 


Mini- 
mum 
weight 


Pounds 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26, 000 

26.000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 

26,000 


Rate 
per 
hun- 
dred 
weight 


Cents. 
12.6 
12.6 
18.9 
18.9 
26.6 
31.1 
25.2 
32.6 
31.1 
25.2 
26.6 
28.5 
31.1 
29.5 
38.9 
29.5 
42.4 
42.4 
31.5 
32.0 
29.5 
38.9 
42.4 
42.4 
42.4 
33.0 
42.4 
35.0 
45.2 
48.0 
48.0 
45.2 
48.0 
48.0 
48.0 
50.5 
48.5 
48.0 
49.5 
51.5 
50.5 
51.5 
50.5 
51.5 
51.5 
53.5 
53.5 
53.5 


Charges. 


$32. 76 

32.76 

49.14 

49.14 

69.16 

80.86 

65.52 

84.76 

80.86 

65.52 

69.16 

74.10 

80.86 

76.70 

101.14 

76.70 

110. 24 

110.24 

81.90 

83.20 

76.70 

101.14 

110.24 

110.24 

110.24 

85.80 

110.24 

91.00 

117.52 

124. 80 

124.80 

117.52 

124.80 

124.80 

124.80 

131.30 

126. 10 

124. 80 

128.  70 

133. 90 

131.30 

133. 90 

131.30 

133. 90 

133. 90 

139. 10 

139. 10 

139. 10 


The  uniform  car- 
mile  rate  of  12 
cents  plus  $16 

terminal  charges. 


Rate 

per  car 

mile. 


Cents. 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 


Charges. 


$50. 32 
62.08 
72.16 
79.00 
90.62 
95.32 
97.96 
100.96 
102.88 
103. 36 
104. 92 
109.60 
109. 96 
114.52 
121.36 
121.48 
123.76 
124.96 
125. 44 
127.84 
128.08 
128.20 
130. 96 
131.80 
132. 04 
132. 88 
138. 16 
142.36 
147. 16 
150. 64 
150. 76 
152. 56 
156. 40 
156. 76 
159. 76 
161.32 
161.44 
162. 52 
163. 72 
166. 12 
166. 72 
167.56 
171.40 
173. 68 
174.64 
177.04 
183.04 
184.60 


Note.— The  assumption  is  that  the  carriers  will  pay  adequately  for  private  cars  when  used  for  this  trans- 
portation. 
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Exhibit  6. — Rates  on  cattle,  in  carloads. 


To— 

Rates  in  effect  June  30, 1916. 

The  uniform  car- 
mile  rate,  plus 
S16  terminal 
charges. 

From— 

Miles. 

Esti- 
mated 
weight. 

Rate 
per 
hun- 
dred- 
weight. 

Charges. 

Rate 
per  car- 
mile. 

Charges. 

Kansas  City 

224 
231 
241 
484 
506 
520 
527 
537 
550 
595 
612 
620 
708 
740 
784 
907 
992 
1,024 
1,068 

Pounds. 
22,000 
22,000 
22,000 
22,000 
22,000 
22,000 
22, 000 
22,000 
22,000 
22,000 
22,000 
22,000 
22,000 
22, 0(X) 
22,000 
22,000 
22, 000 
22,000 
22,000 

Cents. 
14.00 
14.00 
14.50 
33.50 
33.50 
26.00 
27.00 
24.50 
33.50 
33.25 
34.75 
35.75 
39.50 
39.50 
39.50 
33.00 
49.75 
49.75 
49.75 

$30.80 
30.80 
31.90 
73.40 
73.70 
57.20 
59.40 
53.90 
73.70 
73.15 
76.45 
78.65 
86.90 
86.90 
86.90 
72.60 
109.45 
109.45 
109.45 

Cents. 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 

11 

12 
12 
12 
12 
12 
12 

542.88 

do 

43.72 

do 

44.92 

Dallas,  Tex    

...do 

74.08 

Fort  Worth,  Tex 

...do 

76.72 

St.  Louis 

78.40 

Fairburv,  Nebr 

.do 

79.24 

Dewitt,  Nebr            ...  . 

.do 

80.44 

Kansas  City 

82.00 

Dewitt  Nebr 

Chicago 

87.40 

.do 

89.44 

Fairburv  Nebr    . 

.do 

90.40 

Dallas  Tex 

100.96 

Fort  Worth,  Tex     . 

.do 

104. 80 

.  do 

110.08 

New  York 

124.84 

Dallas  Tex 

Chicago 

135.04 

Fort  Worth,  Tex 

.     .do   

138.88 

....do 

144.16 

Exhibit  7. — Rates  on  potatoes  in  carloads. 


From— 


To— 


Rates  In  etleci  .Tune  30, 1916. 


Miles. 


Rate 

Esti- 

per 

mated 

hun- 

weight. 

dred- 

weight. 

Pounds. 

Cents. 

35,000 

18.0 

35,000 

19.4 

35,000 

27.0 

35,000 

32.0 

35,000 

30.0 

35,000 

28.5 

35,000 

33.0 

35,000 

34.0 

35,000 

32.0 

35,000 

36.0 

35,000 

35.0 

35.000 

38.0 

35,000 

21.4 

35,000 

58.0 

35,000 

28.4 

35,000 

33.9 

35,000 

31.9 

35,000 

34.9 

35,000 

70.0 

35,000 

•  37.9 

35,000 

70.0 

35,  OCX) 

75.0 

Charges. 


The  uniform  car- 
mile  rate  of  12 
cents  plus  $16 

terminal  charge. 


Rate 
per  car- 
mile 


Charges. 


Portland,  Me 

Do 

Alton,  Mc 

Patten,  Me 

Houlton.  Me 

Alton,  Me 

Presque  Isle,  Me.. 

Patten,  Me 

Houlton,  Mc 

Wheelock,  Me  — 
P-csquc  Isle,  Me.. 
Wheelock,  Me.... 

Portland,  Me 

Greeley,  Colo 

Alton,"  Me 

Patten,  Me 

Houlton,  Me 

I'resqup  Isle,  Mc.. 
Cambridge,  Jfinn. 

Wheelock,  Me 

Waupaca,  Wis 

Lewiston,  Idaho. . 


New  York . . . 
Philadelphia. 
New  York... 

.do. 

.do. 


Philadelphia. 
New  York . . . 
Philadelphia. 

do 

New  York.. . 
Philadelphia . 

do 

Pittsburgh... 
Dallas,  Tex.. 
Pittsburgh... 

do 

do 

.do. 


Dallas,  Tex. 
Pittsburgh.. 
Dallas,  Tex. 
do 


341 

433 

510 

535 

.567 

602 

613 

627 

659 

668 

705 

760 

790 

887 

959 

984 

1.016 

1.0,56 

1,060 

1,117 

1.213 

2, 219 


$63.00 

67.90 

94.50 

112.00 

105.00 

99.  75 

11,5.50 

119.00 

112.00 

126.00 

122.50 

133.00 

74.90 

203.00 

99.40 

118. 65 

111.65 

122.15 

245.  00 

132. 65 

245.  00 

262.  50 


Cents. 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 


156.92 

67.96 

77.20 

80.20 

84.04 

88.24 

89.56 

91.24 

95.08 

96.16 

100.60 

107.20 

110.80 

122.44 

131.08 

134. 08 

137. 92 

142.  72 

143.20 

150.04 

161.58 

282.28 
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Exhibit  8. — Rates  on  Lumber  in  Carloads. 


From— 


Columbia,  S.  C... 

Do 

Do 

Winona,  Miss 

Little  Rock,  Ark. 

Tifton,  Oa 

Columbia,  S.  C. .. 

Do 

Do 

Dothan,  Ala 

Tifton,  Ga 

Columbia,  S.  C... 

Do 

Little  Rock,  Ark. 

Tifton,  Ga 

Dothan,  Ga 

Tifton,  Ga 

Winona,  Miss 

Little  Rock,  Ark. 

Houston,  Tex 

Little  Rock,  Ark. 

Tifton,  Ga '... 

Dothan,  Ala 

Do 

Tifton,  Ga 

Winona,  Miss 

Do 

Little  Rock,  Ark. 

Dothan,  Ala 

Little  Rock,  Ark. 

Tifton,  Ga 

Winona,  Miss 

Dothan,  Ala 

Little  Rock,  Ark. 

Do 

Winona,  Miss 

Tifton,  Ga 

Dothan,  Ala 

Winona,  Miss 

Dothan,  Ala 

Houston,  Tex 

Winona,  Miss 

Houston,  Tex 

Do 

Do 

Do 

Do 

Do 

Spokane,  Wash... 

Da 

Do 

Seattle,  Wash 

Spokane,  Wash . . 

Do 

Seattle,  Wash 

Spokane^  Wash. . . 

Seattle,  Wash 

Spokane,  Wash. . . 

Do 

Seattle,  Wash 

Do 

Do 

Do 

Do 


To— 


Baltimore 

Cincinnati 

Philadelphia. 

Cincinnati 

do 

do 

New  York 

Pittsburgh... 
Binghamton. 

Cincinnati 

Baltimore 

Syracuse 

Buffalo 

Pittsburgh. . . 
Philadelphia. 

Baltimore 

New  York 

Baltimore 

Buffalo 

Cincinnati 

Baltimore 

Pittsburgh... 
Philadelpliia. 
Pittsburgh... 
Binghamton. 
Philadelphia. 
Pittsburgh... 
Philadelphia. 

New  York 

Syracuse 

Buffalo 

New  York 

Buffalo 

Binghamton . 
New  York,. . . . 

Buffalo 

Syracuse 

Biinghamton,. 

do 

Syracuse 

Pittsburgh... 

Syracuse 

ButTalo 

Baltimore 

Philadelphia. 

New  York 

Syracuse , 

Binghamton.. 

Cincinnati 

Pittsburgh 

Buffalo 

Cincinnati 

Syracuse 

Binghamton. . 

Pittsburgh 

Baltimore 

Buffalo 

Philadelphia.. 

New  York 

Syracuse 

Binghamton. . 

Baltimore 

Philadelphia.. 
New  York 


Rates  in  effect  June  30, 1916. 


Miles. 


515 

602 

611 

619 

627 

6S4 

701 

777 

828 

831 

843 

907 

913 

938 

940 

1,031 

1,031 

1,063 

1,073 

1,078 

1,104 

1,105 

1,128 

1,144 

1,156 

1,160 

1,176 

1,200 

1,219 

1,228 

1,241 

1,251 

1,277 

1,283 

1,291 

1,309 

1,317 

1,344 

1,376 

1,425 

1,437 

1,457 

1,541 

1,544 

1, 593 

1,686 

1,695 

1,750 

2, 206 

2, 353 

2, 450 

2,466 

2,568 

2,613 

2,692 

2, 705 

2,714 

2, 739 

2,829 

2,907 

2,952 

2,990 

3,011 

3,102 


Esti- 
mated 
weight. 


Pounds. 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50,000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50,000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50,000 
50, 000 
50,000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50, 000 
50,000 
50, 000 
50,000 
50, 000 
50, 000 
50,000 
50, 000 
50, 000 
50, 000 
50,000 
50, 000 
50, 000 
50, 000 
50,000 
50, 000 
50, 000 
50, 000 
50, 000 


Rate 
per 
hun- 
dred- 
weight. 


Cents. 
21.5 
21.0 
34.5 
19.5 
27.6 
23.0 
30.5 
27.5 
29.5 
22.0 
23.0 
29.5 
30.5 
33.5 
27.0 
25.0 
33.0 
32.0 
33.5 
27.0 
35.0 
30.0 
29.0 
31.0 
32.0 
33.0 
28.5 
35.0 
35.0 
35.0 
31.0 
35.0 
31.0 
35.0 
35.0 
28.5 
32.0 
34.0 
31.0 
34.0 
34.9 
31.0 
34.9 
35.0 
35.0 
35.0 
35.0 
35.0 
61.5 
65.7 
65.7 
64.5 
68.5 
68.5 
68.7 
69.0 
68.7 
70.0 
72.0 
71.6 
71.5 
72.0 
73.0 

75.0 


Charges. 


$107.50 
105.00 
122.50 
97.50 
138.00 
115.00 
152.50 
137. 50 
147. 50 
110.00 
115.00 
147. 50 
152. 50 
167. 50 
135. 00 
125. 00 
165.-00 
160. 00 
167. 50 
135. 00 
175.00 
150.00 
145. 00 
155. 00 
160. 00 
165. 00 
142.50 
175.00 
175. 00 
175.00 
155. 00 
175. 00 
155. 00 
175. 00 
175. 00 
142. 50 
160. 00 
170. 00 
155. 00 
170. 00 
174. 50 
155. 00 
174. 50 
175. 00 
175. 00 
175. 00 
175.00 
175.00 
307. 50 
328.  50 
328. 50 
322. 50 
342.  50 
342. 50 
343.50 
345. 00 
343. 50 
350. 00 
360. 00 
357. 50 
357.50 
360. 00 
365.00 
375. 00 


The  uniform  car- 
mile  rate,  plus 
816  terminal 
charges. 


Rate 
per  car- 
mile. 


Cents. 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 


Charges. 
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Exhibit  9. — Rates  on  apples  in  carloads. 


From— 


Yakima,  Wash 

Hood  River,  Oreg. 

Portland,  Oreg 

Yakima,  Wash 

CorvaUis,  Oreg 

Yakima,  Wash 

Hood  River,  Oreg. 

Do 

Portland,  Oreg 

Do 

Yakima,  Wash 

Corvallis,  Oreg 

Yakima,  Wash 

Hood  River,  Oreg. 

Corvallis,  Oreg 

Yakima,  Wash 

Hood  River,  Oreg. 

Portland,  Oreg 

Yakima,  Wash 

Portland,  Oreg 

Hood  River,  Oreg. 

Do 

Corvallis,  Oreg 

Yakima,  Wash 

Portland,  Oreg 

Corvallis,  Oreg 

Portland,  Oreg 

Hood  River,  Oreg. 
Corvallis,  Oreg 

Do 

Portland,  Oreg 

Corvallis,  Oreg 


To— 


Cincinnati,  Ohio. 

do 

do 

Pittsburgh 

Cincinnati 

Buffalo 

Pittsburgh 

Buflalo 

Pittsburgh 

Buffalo 

Syracuse 

Pittsburgh 

Binghamton 

Syracuse 

Buffalo 

Baltimore 

Binghamton 

Syracuse 

Philadelphia 

Binghamton 

Baltimore 

Philadelphia 

Syracuse 

>rew  York 

Baltimore 

Binghamton 

Philadelphia 

New  York 

Baltimore 

Philadelphia 

New  York 

do 


Rates  in  effect  June  30, 1916. 


Miles. 


2,415 
2,512 
2, 575 
2,618 
2,661 
2,675 
2,695 
2,752 
2,758 
2,815 
2,824 
2,844 
2, 878 
2,901 
2,901 
2,946 
2,955 
2,964 
2,967 
3,018 
3,023 
3,044 
3,050 
3,058 
3,086 
3,104 
3,107 
3,135 
3,172 
3,193 
3,198 
3,284 


Esti- 
mated 
weight. 


Poundf. 
30,000 
30, 000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30, 000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 
30,000 


Rate 
per 
hun- 
dred- 
weight. 


Cents. 

$1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 
1,00 
1.00 
1.00 
1.00 
1.00 
1.00 
1.00 


Charges. 


$300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 
300.00 


The  uniform  car- 
mile  rate  of  $12 
cents  plus  ?16 

terminal  charge. 


Rate 
per  car- 
mile. 


Cents. 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 


Charges. 


$305. 80 
317.44 
325.00 
330. 16 
335. 32 
337.00 
339.40 
346.24 
346.96 
353.80 
354.  88 
357.  28 
361.36 
364.12 
364.12 
369.52 
370.60 
371.68 
372.04 
378. 16 
378.76 
381.  28 
382.00 
382.96 
386.32 
388.48 
388.84 
392. 20 
396.64 
399.16 
399.76 
410. 08 


Exhibit  10. — Rates  on  oranges  in  carloads. 


From— 


Palatka,  Fla 

Do 

Orange  City,  Fla. 

Opal,  Fla 

Paltaka,  Fla 

Orange  City,  Fla. 

Opal,  Fla 

Palatka,  Fla 

Orange  City,  Fla. 

Opal,  Fla 

Palatka,  Fla 

Do 

Orange  City,  Fla. 

Do 

Opal,  Fla 

Palatka,  Fla 

Miami,  Fla 

Palatka,  Fla 

Miami,  Fla 


Baltimore 

Cincinnati . . . 

Baltimore 

do 

Philadelphia. 

Cincinnati 

do 

St.  Louis 

Philadelphia. 

do 

New  York . . . 
Pittsburgh... 

St.  Louis 

New  York... 

do 

Chicago 

Baltimore 

Binghamton. 
Cincinnati 


Rates  in  effect  June  30, 1916. 


Miles. 


Mini- 
mum 
weight 
(pounds) 


Craies. 

859 

300 

905 

300 

945 

300 

950 

■  300 

956 

300 

991 

300 

996 

300 

1,030 

300 

1,042 

300 

1,047 

300 

1,047 

300 

1, 121 

300 

1,127 

300 

1, 133 

300 

1,138 

300 

1,152 

300 

1,160 

300 

1,172 

300 

1,206 

300 

Rate 
(cents). 


Per  crate. 
53 
56 
58 
70 
54 
61 
73 
60 
59 
71 
56 
62 
65 
61 
73 
63 
73 
63 
76 


Charges. 


$159.00 
168. 00 
174.00 
210.  00 
162.00 
1N.S.  00 
219.00 
ISO.  00 
177.00 
213.00 
16S.  00 
1S(V  00 
19.'..  (K) 
1S.X00 
219.00 
189. 00 
219.00 
189.00 
228.00 


The  uniform  car 
mile  rate  of  12 
cents  plus  $16 

terminal  charge. 


Rate 
per  car- 
mile. 


Cents. 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 


Charges. 


$119.08 
124.60 
r29.40 
130.00 
130.7? 
134.98 
135.  52 
139. 60 
141.04 
141.64 
141.64 
1,50.  52 
151. 24 
151.96 
152.56 
154. 24 
155.20 
156.64 
160.  72 
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Exhibit  10. — Rates  on  oranges  in  carloads — Continued. 


From— 


To— 


Rates  in  effect  June  30, 1916. 


Miles. 


Mini- 
mum 
weight 
(pounds) 


Rate 
(cents). 


Charges. 


The  imiform  car- 
mile  rate  of  12 
cents  plus  $16 

terminal  charge. 


Rate 
per  car- 
mile. 


Orange  City,  Fla. 
OpaL  Fla 

Do 

Orange  City,  Fla. 

Palatka,  Fla 

Miami,  Fla 

Palatka,  Fla 

Orange  City,  Fla. 

Opal,  Fla 

Palatka,  Fla 

Opal,  Fla 

Orange  City,  Fla. 

Miami,  Fla 

Opal,  Fla 

Orange  City,  Fla. 

Opal,  Fla 

Miami,  Fla 

Orange  City,  Fla. 

Miami,  Fla 

Opal,  Fla 

Miami,  Fla 

Do 

Do 

Do 

Palatka,  Fla 

Miami,  Fla 

Orange  City,  Fla. 

Opal,  Fla 

Miami,  Fla 

Palatka,  Fla 

Orange  City,  Fla. 

Opal,  Fla 

Miami,  Fla 


San  Bernardino,  Calif. 

Los  Angeles,  Calif 

San  Bernardino,  Calif. 

Los  Angeles,  Calif 

San  Bernardino,  Calif. 

Do 

Los  Angeles,  Calif 

Do 

San  Bernardino,  Calif. 

Los  Angeles,  Calif 

San  Bernardino,  Calif. 

Los  Angeles,  Calif 

San  Bernardino,  Calif. 

Los  Angeles,  Calif 

San  Bernardino.  Calif. 

Los  Angeles,  Calif 

San  Bernardino,  Calif. 

Do 

Los  Angeles,  Calif 

San  Bernardino,  Calif. 

Los  Angeles,  Calif 

San  Bernardino,  Calif. 
Los  Angeles,  Calif 

Do 

San  Bernardino,  Calif.. 
Los  Angeles,  Calif 


Pittsburgh 

St.  Louis 

Pittsburgh 

Chicago 

Syracuse 

Philadelphia . . . 

Buffalo 

Binghamton 

do 

Kansas  City 

Chicago 

Syracuse 

St.  Louis 

Syracuse 

Buffalo 

do 

New  York 

Kansas  City 

Pittsburgh 

Kansas  City 

Chicago ..." 

Binghamton 

SjTacuse 

Buffalo 

St,  Paul,  Minn. 

Kansas  City 

St.  Paul 

do 

do 

Denver 

do 

do 

do 


Denver 

do 

Kansas  City. . 

do 

St.  Louis 

St.  Paul 

St.  Louis 

St.  Paul 

Chicago 

do 

Cincinnati 

do 

Pittsbingh... 

do 

Buffalo 

do 

Sjracuse 

Binghamton. 

Syracuse 

Baltimore 

Binghamton. 
Philadelphia. 

Baltimore 

Philadelphia. 

New  York 

do 


1,207 
1,212 
1,212 
1,249 
1,251 
1,257 
1,257 
1,258 
1,263 
1,275 
1,334 
1,337 
1,341 
1,342 
1,343 
1,348 
1,348 
1,372 
1,422 
1,457 
1,463 
1,473 
1,552 
1,558 
1,562 
1,586 
1,659 
1,744 
1,873 
1,914 
2,011 
2,096 
2,225 


1,357 
1,417 
1,747 
1,807 
2,024 
2,063 
2,084 
2,123 
2,205 
2,265 
2,365 
2,425 
2,645 
2,705 
2,714 
2,774 
2,862 
2,917 
2,922 
'2,958 
2,977 
2,998 
3,018 
3,058 
3,089 
3,149 


Crates. 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 
300 

Carload. 
26,700 
26,700 
26, 700 
26,700 
26, 700 
26, 700 
26,700 
26,700 
26,700 
26,700 
26,700 
26, 700 
26, 700 
26,700 
26,700 
26, 700 
26,700 
26, 700 
26,700 
26,700 
26,700 
26, 700 
26, 700 
26,700 
26, 700 
26,700 


Per  crate. 
67 
77 
79 
68 
63 
74 
63 


76 

77 

82 

89 

83 

83 

83 

83 

76 

92 

81 

93 

96 

110 

115 

127 

130 

Per  cwt. 
115 
115 
115 
115 
115 
115 
115 
115 
115 
115 
115 
115 
115 
115 
115 
115 
115 
115 
115 
116 
115 
115 
115 
115 
115 
115 


$201. 00 
231. 00 
237.  00 
204. 00 
189. 00 
222.  00 
189. 00 
204.  00 
240.  00 
216. 00 
240,00 
204.  00 
240. 00 
240.00 
204. 00 
240. 00 
228.  00 
231. 00 
246.00 
267. 00 
249. 00 
249. 00 
249. 00 
249.  00 
228. 00 
276.  00 
243. 00 
279. 00 
288. 00 
330. 00 
345. 00 
381.  00 
390.00 


307. 05 
307.  05 
307.  05 
307. 05 
307.  05 
307. 05 
307. 05 
307. 05 
307. 05 
307. 05 
307. 05 
307. 05 
307.  05 
307. 05 
307. 05 
307. 05 
307.05 
307, 05 
307.  05 
307.  05 
307. 05 
307. 05 
307. 05 
307. 05 
307. 05 
307. 05 


Cents. 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
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Exhibit  11. — Rate  on  grain  in  carloads. 


From- 


To— 


Eares  in  effect  June  30, 1916. 


Miles. 


Esti- 
mated 
weight 


Rate 
per 
hun- 
dred- 
weight 


Charges. 


The  uniform  car- 
mile  rate  of  12 
cents  phis  $16 
terminal  charge. 


I 

Rate 

percar-|  Charges, 
mile. 


Concordia,  Kans 

Fargo,  N.  Dak 

Greeley  Center,  Nebr . 

Concordia,  Kans 

Minneapolis,  Minn — 

Harlem,  Mont 

Concordia,  Kans 

Minneapolis,  Minn — 

Harlem,  Mont 

Concordia.  Kans 

Greeley  Center ,  Nebr . 

Great  FallSj^ont 

Concordia,  Kans 

Greely  Center,  Nebr.. 

Do 

Harlem,  Mont 

Fargo,  N.  Dak 

Great  Falls,  Mont 

Judith  Gap.  Mont 

Custer,  S.  Dak 

Concordia,  Kans 

Greelev  Center,  Nebr . 

Custer"  S.  Dak 

Fargo,  N.  Dak 

Great  Falls,  Mont 

Judith  Gap,  Mont 

Fargo,  N.  Dak 

Harlem,  Mont 

Greeley  Center,  Nebr. 

Judith"  Gap,  Mont 

Fargo,  N.  Dak 

Concordia,  Kans 

Custer,  S.  Dak 

Do 

Great  Falls,  Mont 

Concordia,  Kans 

Custer,  S.  Dak 

Fargo,  N.  Dak 

Greeley  Center,  Nebr. 

Judith  Gap,  Mont 

Fargo,  N.  Dak 

Concordia,  Kans 

Greeley  Center,  Nebr. 
Concordia,  Kans 

Do 

Custer,  S.  Dak 

Concordia,  Kans 

Fargo,  N.  Dak 

Greeley  Center,  Nebr. 

Concordia,  Kans 

Greeley  Center,  Nebr. 


Kansas  City 

Minneapolis 

Kansas  City 

St.  Louis 

Devils  Lake,  N.  Dak. 

Minot,  N,  Dak 

Peoria 

Minot,  N.  Dak 

Devils  Lake,  N.  Dak. 

Chicago 

Minneapolis 

Minot,  N.  Dak 

Minneapolis 

Peoria 

St.  Louis 

Fargo,  N.  Dak 

Chicago 

Peoria 

Devils  Lake,  N.  Dak. 

do 

Minneapolis 

Cincinnati 

Chicago 

Kansas  City 

do 

FargT,  N.  Dak 

De\ils  Lake ' 

St.  Louis 

Minneapolis 

Cincinnati 

Fargo,  N.  Dak 

Cincinnati 

Pittsburgh 

Peoria 

St.  Louis 

Minneapolis 

Buffalo 

Chicago 

Pittsburgh 

do 

Minneapolis 

Buffalo 

Syracuse 

Buffalo 

Binghamton 

Baltimore 

Cincinnati 

Philadelphia 

Syracuse 

Binghamton 

Syracuse 

New  York 

Binghamton 


69 

232 

338 

347 

375 

.387 

392 

465 

505 

520 

554 

554 

569 

579 

tU6 

620 

640 

668 

671 

675 

685 

686 

693 

731 

732 

787 

792 

820 

847 

901 

908 

925 

9.53 

962 

990 

1,019 

1,0.34 

l,0r)4 

1,108 

1,140 

1,140 

1,165 

1,183 

1,218 

1,237 

1,279 

1,284 

1,302 

1,.324 

1,.36S 

1,370 

1,394 

1,421 


Poun(}s 
58,000 
58,000 
58,000 
.58,000 
58,000 
58,000 
58,000 
58,000 
.58,000 
58,000 
58, 000 
58,000 
58,000 
58,000 
58,000 
58, 000 
58,000 
58,000 
58,000 
58,000 
58,000 
58,000 
58,000 
58,000 
58,000 
58,000 
58,000 
58,000 
58,000 
58,000 
58,000 
58.000 
,58,000 
58,000 
58,000 
58,000 
58,000 
.58,000 
58,000 
58,000 
58,000 
58,000 
i  58,000 
;  58,000 
,58,000 
'  .58,000 
I  58,000 
I  58,000 
58,000 
58,000 
I  .58,000 
1  58,000 
I  58,000 


Cents. 
12.0 
11.0 
19.1 
21.0 
13.0 
27.0 
22.5 
16.0 
27.0 
24.0 
24.6 
30.0 
23.0 
24.1 
22.6 
27.0 
18.5 
18.5 
30.0 
30.0 
33.0 
27.3 
2.5.6 
30.5 
26.5 
30.0 
30.0 
25.0 
27.0 
28.9 
30.0 
25.5 
34.5 
31.5 
30.0 
30.0 
34.5 
33.0 
29.0 
36.1 
30.0 
29.0 
37.8 
36.1 
37.8 
37.8 
36.3 
38.8 
37. 3 
37.3 
39.4 
40.8 
39.4 


$69. 60 
63.80 
110. 78 
121.80 
75.40 
156.60 
130. 50 
92.80 
156.  60 
139. 20 
142. 68 
174.00 
133.40 
139. 78 
131.08 
156. 60 
107.30 
107. 30 
174.00 
174.00 
191.40 
158.34 
148.48 
176.90 
153. 70 
174.00 
174. 00 
145.00 
156.  60 
167. 62 
174.00 
147. 90 
200.10 
182.70 
174.00 
174.00 
200.10 
191.40 
168. 20 
209.38 
174.00 
168.20 
219. 24 
209.38 
219. 24 
219.24 
210. 54 
225.04 
216. 34 
216.34 
228.52 
236.64 
228. 52 


Cents. 

12 

$24.28 

12 

43.84 

12 

56.56 

12 

57.64 

12 

61.00 

12 

62.44 

12 

63.04 

12 

71.80 

12 

76.60 

12 

78.40 

12 

82.48 

12 

84.48 

12 

84.28 

12 

85.48 

12 

89.92 

12 

90.40 

12 

92.80 

12 

96.16 

12 

96. 52 

12 

97.00 

12 

98.20 

12 

98.32 

12 

99.16 

12 

103.72 

12 

103.84 

12 

110. 44 

12 

111.04 

12 

114.40 

12 

117.64 

12 

124. 12 

12 

124.96 

12 

127. 00 

12 

130.36 

12 

131.44 

12 

134.  80 

12 

138.28 

12 

140.08 

12 

143. 68 

12 

148.96 

12 

152.80 

12 

152. 80 

12 

155.80 

12 

157.96 

12 

162. 16 

12 

164. 56 

12 

169.48 

12 

170. 08 

12 

172. 24 

12 

174. 88 

12 

180. 16 

12 

180.40 

12 

183.28 

12 

186.52 

1  The  following  table  shows  a  comparison  of  the  rates  from  Judith  Gap,  'Mont.,  to  certain  North  Dakota 
destinations  when  the  wheat  is  milled  into  flour  at  Great  Falls  and  Minneapolis: 


To— 

Milled  at 
Great 
Falls. 

Distance. 

Milled  at 
Minne- 
apolis. 

Distance. 

Manitou 

Cents. 
43i 
44 
45 
46 
SO 

Miles. 
608 
619 
651 
673 
715 

Cents. 
49 
49 
48 
48 
47 

Miles. 
1,670 

1.6.58 

Berthold 

1,627 

Minot 

1,604 

Towner 

1,662 

From  this  table  it  will  bo  seen  that  on  shipments  to  Berthold  and  Minot  the  miller  at  Great  Falls  has 
an  advantage  in  rates  over  the  Minneapolis  miller  of  3  and  2  cents,  respectively,  although  the  distance 
favors  the  Great  Falls  miller  by  976  and  931  miles,  re.spectively:  whereas  to  Townier  the  Minneapolis  miller 
has  an  advantage  of  3  cents  in  the  freight  rate,  although  laboring  under  a  disadvantage  as  to  distance 
of  847  miles.     (Royal  Milling  Co.  v.  G.  N.  Ry.  Co.,  47  L  C.  C,  263,  269.) 
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Exhibit  11. — Rate  on  grain  in  carloads — Continued. 


From- 


Fargo,  N.  Dak 

Do!!!!!!!!!!!!!!!! 

Greeley  Center,  Nebr. 

Do 

Custer,  S.  Dak 

Greeley  Center,  Nebr. 
Custer,  S.  Dak 

Do 

Do 

Do 

Do 

Do 


To- 


Baltimore 

New  York 

Philadelphia . 

do 

Baltimore 

Pittsburgh... 

New  York 

Buffalo 

Syracuse 

Binghamton . 

Baltimore 

Philadelphia. 
New  York 


Rates  in  effect  June  30,  1916, 


Miles. 


1,437 
1,438 
1,457 
1,489 
1,490 
1,523 
1,581 
1,589 
1,748 
1,792 
1,861 
1,872 
1,964 


Rate 

Esti- 

per 

mated 

hun- 

weight. 

dred- 

weight. 

Pounds 

Cents. 

58,000 

37.3 

58,000 

40.3 

58,000 

38.3 

58,000 

40.4 

58,000 

39.4 

58,000 

43.5 

58,000 

42.4 

58,000 

43.5 

58,000 

46.8 

58,000 

46.8 

58,000 

46.8 

58,000 

47.8 

58,000 

49.8 

$216. 34 
233.74 
222. 14 
234. 32 
228. 52 
252. 30 
245. 92 
252. 30 
271.44 
271. 44 
271. 44 
277.  24 


Theluniform  car- 
mile  rate  of  12 
cents  plus  $16' 
terminal  charge. 


Rate 
per  car- 
mile. 


Cents. 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 


Charges^ 


$188. 44 
188. 56 
190.  84 
194. 68 
194.  80 
198. 76 
205. 72 
206.68 
225. 76 
231. 04 
239. 32 
240.  64 
251. 68 


Exhibit  12. — Rates  on  grain  products  in  car  loads. 


From  — 


Chicago 

Peoria 

St.  Louis 

Chicago 

Do 

Peoria 

St.  Louis 

Kansas  City. 

Peoria 

St.  Paul 

Chicago 

St.  Louis 

Chicago 

Peoria 

Chicago 

Do 

Peoria 

St.  Paul 

St.  Louis 

Kansas  City. 

Ciiicago 

Peoria 

Do 

St.  Louis 

St.  Paul 

St.  Louis 

Do 

Kansas  City. 

Peoria 

St.  Louis 

St.  Paul 

Do 

Kansas  City . 

Do 

St.  Paul 

Kansas  City . 

St.  Paul 

Kansas  City . 

St.  Paul 

Kansas  City . 


To— 


Ciacumati 

do 

do 

Pittsburgh... 

Buffalo 

Pittsburgh... 

do 

Ciacinnati 

Buffalo 

Cincinnati 

Syracuse 

Buffalo 

Binghamton . 

Syracuse 

Baltimore. . . . 
Pliiladelphia . 
Binghamton . 
Pittsburgh... 

Syracuse 

Pittsburgh... 

New  York 

Philadelphia . 

Baltimore 

Binghamton . 

Buffalo 

Baltimore 

Philadelphia. 

Buffalo 

New  York . . . 

do 

Syracuse 

Binghamton. 

Syracuse 

Binghamton. 

Baltimore 

do 

Philadelphia . 

do 

New  York... 
do 


Rates  in  effect  June  30,  1916. 


Miles. 


285 

322 

339 

468 

525 

561 

612 

617 

642 

683 

684 

719 

728 

791 

797 

817 

845 

866 

868 

890 

909 

910 

915 

922 

923 

932 

961 

969 

1,002 

1,053 

1,082 

1,126 

1,135 

1,172 

1,195 

1,210 

1,215 

1,239 

1,307 

1,331 


Esti- 
mated 
weight. 


Pounds. 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50,000 
50, 000 
50,000 


Rate 
per 
hun- 
dred- 
weight. 


Cents. 
11.0 
10.0 
11.0 
15.5 
15.5 
17.5 
17.5 
17.4 
17.5 
18.4 
19.5 
17.5 
19.5 
21.5 
19.5 
20.5 
21.5 
19.0 
21.5 
23.0 
22.5 
22.5 
21.5 
21.5 
19.0 
21.5 
22.5 
23.0 
24.5 
24.5 
22.8 
22.8 
26.5 
26.5 
22.8 
26.5 
23.8 
27.5 
25.8 
29.5 


Charges. 


$55. 00 

50.00 

55.00 

77.50 

77.50 

87.50 

87.50 

87.00 

87.50 

92.00 

97.50 

87.50 

97.50 

107.  50 

97.50 

102.  50 

107. 50 

95.00 

107. 50 

115. 00 

112.  50 

112.50 

107.  50 

107.  50 

95.00 

107.  50 

112.  50 

115.00 

122.  50 

122. 50 

114.00 

114.00 

132. 50 

132.  50 

114. 00 

132.  50 

119. 00 

137.  50 

129. 00 

147.  50 


The  uniform  car- 
mile  race  of  12 
cents  plus  $16 

terminal  charge. 


Rate 
per  ear- 
mile. 


Cents. 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 


Charges. 


$50. 20 

54.64 

56.68 

72.16 

79.00 

83.32 

89.44 

90.04 

93. 04 

97.96 

98.08 

102. 28 

103. 36 

110.  92 

111.64 

114.04 

117.40 

119.92 

120. 16 

122.  80 

125. 08 

125. 20 

125. 80 

126.64 

126.  76 

127.84 

131.32 

132.  28 

136. 24 

142. 36 

145.  84 

151. 12 

152.20 

156.64 

159.40 

161.  20 

161.  80 

164. 68 

172.  84 

175.  72 
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Exhibit  13. — Rates  on  Butter. 


From — 


Randolph,  Vt 

Augusta,  Me 

Montpelier,  Vt 

Burlington,  Vt 

Augusta,  Me 

Belfast,  Me 

Ttandolph,  Vt 

Bangor,  Me 

St.  Albans,  Vt 

Montpelier,  Vt 

Burlington,  Vt 

Belfast,  Me 

Bangor,  Me 

St.  Albans,  Vt 

Calais,  Me 

Do 

Watertown,  Wis. . . 
Fond  du  Lac,  Wis . 

Janesville,Wis 

Oshkosh,  Wis 

Madison,  Wis 

WatertowTi,  Wis. . . 
Fond  du  Lac,  Wis. 

Janesville,  Wis 

Sparta,  Wis 

Oshk-osh,Wis 

Madison,  Wis 

Baraboo,  Wis 

Sparta,  Wis 

Baraboo,  Wis 


To— 


Rates,  any  quantity,  in  effect  Jan.  1,  1919. 


Esti- 

Miles.l  mated 

weight 


Springfield,  Mass.. 

Boston,  Mass 

Springfield,  Mass . . 

do 

....do 

Boston,  Mass 

do 

do 

Springfield,  Mass . . 

Boston,  Mass 

do 

Sprmgfield,  Mass . . 

do 

Boston,  Mass 

do 

Springfield,  Mass . . 

do 

do 

do 

do 

do 

Boston,  Mass 

do 

do 

Springfield,  Mass.. 

Boston,  Mass 

do 

Springfield,  Mass.. 
Boston,  Mass... 
do 


168 
171 
197 
223 
232 
230 
237 
245 
2.56 
266 
292 
297 
305 
315 
379 
439 
948 
966 
975 
984 
999 
047 
065 
074 
081 
,083 
,098 
10(i 
180 
,205 


Pounds. 
20,000 
20,000 
20,000 
20  000 
20,000 
20.000 
20,000 
20,000 
20,000 
20,000 
20,000 
20,0(X) 
20,000 
20,000 
20,000 
20,000 
20,000 
20,000 
20,000 
20,000 
20,000 
20,000 
20,000 
20,000 
20,(X)0 
20,000 
20,000 
20,000 
20,000 
20,000 


Rate  per  hundred- 
weight. 


Cents. 

62.0 
47.5 
62.0 
65.0 
62.0 
54.5 
60.5 
59.0 
65.0 
62.0 
63.0 
66.5 
66.5 
65.0 
66.5 
66.5 
Comhinatinn.  12i.O 
24  106. 5  130. 5 
124.0 
130.5 
130. 5 
124.0 
130.5 
124.0 
14  L  5 
130.5 
130.5 
144.5 
141.5 
144.5 


24     106. 5 


24     106.5 


106.5 
106.5 

106.5 
106.  5 
106.5 


Charges. 


S124. 00 
95.  00 
124.  00 
130.  00 
124. 00 
109. 00 
121.00 
118.00 
130. 00 
124. 00 
126. 00 
133.00 
133. 00 
130.00 
133.00 
133. 00 
248.00 
261.00 
248.00 
261.00 
261. 00 
248.00 
2(U.00 
248.00 
283.00 
261. 00 
261.00 
289.00 
283.00 
289.00 


The  uniform  car- 
mile  rate  of  12 
cents  plus  S16 

terminal  charge. 


Rate 
per  car- 
mile. 


Cents. 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 


Charges. 


$36. 16 
36.52 
39.64 
42.76 
43.84 
44.32 
44.44 
45.40 
46.72 
47.92 
51.04 
51.64 
52.60 
53.80 
61.48 
68.68 
129.76 
131. 92 
133.00 
134.08 
135. 88 
141.64 
143.80 
144.88 
145.72 
145.% 
147. 76 
148.72 
157.  (lO 
160.60 


Note.— In  this  instance  it  will  be  observed  that  the  current  rates,  instead  of  those  in  effect  June  -30, 1916, 
are  used,  this  data  being  submitted  in  response  to  request  at  page  399  of  the  record  of  hearings  before  the 
Committee  on  Interstate  Commerce.  United  States  Senate,  Sixty-fifth  Congress,  third  ses.sion.  on  "The 
extension  of  time  for  reUnqui-shment  by  the  Goveniment  of  railroads  to  corporate  ownership  and  control." 

Exhibit  14. — Rates  on  anthracite  coal  {prepared  sizes). 


From- 


Lansford,  Pa.. . 
Carbondale,  Pa. 
Lansford,  Pa . . . 
Carbondale,  Pa. 

Do 

Lansford,  Pa.. . 

Do 

Carbondale,  Pa. 

Do 

Lansford,  Pa... 

Do 

Carbondale,  Pa. 

Do 

Do 

Do 

Lansford,  Pa.. . 
Carbondale,  Pa. 

Do 

Do 

Do 

Do 

Do 


To- 


Poughkeepsie,  N.  Y. 

Chatham,  N.  Y 

Danbury.  Conn 

North  .Vaams,  Mass. 

Pittsfield,  Pa 

Waterbury,  Conn . .. 

Canaan,  Conn 

Greenfield,  .Mass 

North  .Vdams,  Mass. 

Hartford.  Conn 

Springfield,  Mass 

Keene,  N.  IT 

Pittsfield,  Mass 

Springfield,  Mass 

Worcester,  Mass. . . . . 

do 

Nashua,  N.  II 

Boston,  Mass 

St.  Johnsbury,  Vt... 

Rochester,  N.  II 

St.  Johnsbury,  Vt... 
Portland,  Me 


Rates  in  effect  June  30,  1916. 


The  uniform  car- 
mile  rate  of  12 
cents  plus  $16 

terminal  charge. 


Miles. 


1.55 
200 
202 
227 
22S 
233 
253 
263 


Esti- 
mated 
weight 

(50 
tons). 


112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
248  112,000 
264  112,000 
296  112,000 
301  112,000 
303  112,000 
308  112,000 
333  112,000 
.346  112,000 
358  112,000 
378  112,000 
397  112,000 
407  112,000 
411  112,000 
460  '112,000 


Rate 
(per 
gross 
ton). 


$1.80 
2.35 
2.75 
2.30 
2.40 
2.90 
2.90 
2.75 
2.30 
2.45 
2.75 
3.15 
2.90 
2.75 
2.75 
2.S5 
3.25 
2.45 
3.75 
3.30 
3.75 
2.85 


Charges. 


$90.00 
117.50 
137.50 
115.00 
120.00 
145.00 
145. 00 
137.50 
115.00 
122.50 
137. 50 
157. 50 
145.00 
137. 50 
137. 50 
142. 50 
162. 50 
122. 50 
187.50 
16.=;.  00 
187.50 
142.50 


Rate 
per  car- 
mile. 


Cents. 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 


Charges. 


$34.60 
40.00 
4(3.24 
43. 24 
43.48 
44.08 
46.36 
47.56 
45.76 
47.68 
51.52 
52.12 
52.36 
52.96 
55.96 
57.52 
.58.96 
61.36 
63.64 
64.84 
M.32 
71.20 
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Exhibit  15. — Rates  on  bituminous  coal. 


To- 

Rates  in  effect  June  30,  1916. 

The  uniform  car- 
mile  rate  of  12 
cents  plus  $16 

terminal  charge. 

From— 

MUes. 

Esti- 
mated 
weight 

(50 
tons). 

Rate 
(per 
gross 
ton). 

Charges. 

Rate 
per  ear- 
mile. 

Charges. 

Cresson,  Pa 

Chatham,  N.  Y 

Pittsfield,  Mass 

Springfield,  Mass 

Palmer,  Mass 

476 
503 
555 
570 
609 
632 
654 

112,000 
112,000 
112,000 
112,000 
112.000 
112,000 
112,000 

82.40 
2.50 
2.60 
2.70 
2.70 
3.10 
2.60 

S 120. 00 
125.00 
130.00 
135.00 
135.00 
155.00 
130.00 

Cents. 
12 
12 
12 
12 
12 
12 
12 

$73. 12 

Clearfield  district 

Do 

76.36 
82.60 

Do 

84.40 

Do 

Worcester,  Mass 

Framingham,  Mass 

Boston,  Mass 

89.08 

Do 

91.84 

Do 

94.48 
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Exhibit  17. — Rates  on  iron  ore. 


From — 


To— 


Rates  in  effect  June  30, 1916. 


Miles. 


Esti- 
mated 

weight 
(50  tons). 


Rate 
(per 
gross 
ton). 


Charges. 


The  uniform  car- 
mile  rate  of 
12  cents  plus 
S16  terminal 
charge. 


Rate 

(per 
car- 
mile). 


Charges. 


Fairport,  Ohio... 
Ashtabula,  Ohio. 
Fairport,  Ohio... 

Do.. 

Ashtabula,  Ohio. 

Do 

Do 

Cleveland,  Ohio. 
Ashtabula,  Ohio. 

Do 

Do 

Do 

Conneaut,  Ohio.. 
Cleveland,  Ohio., 
Ashtabula,  Ohio. 

Do 

Do 

Cleveland,  Ohio., 
Ashtabula,  Ohio. 

Do 

Cleveland,  Ohio.. 

Do , 

Ashtabula,  Ohio., 
Conneaut,  Ohio.., 
Ashtabula,  Ohio., 

Do.... 

Do 

Do , 

Do 

Toledo,  Ohio 

Do 


Niles,  Ohio 

Hubbard,  Ohio 

Girard,  Ohio 

Youngstown,  Ohio. 

do 

Farrell,  Ohio 

West  Middlesex,  Pa 

Leetonia,  Ohio , 

New  Castle,  Pa 

Beaver  Falls,  Pa 

Monaca,  Pa 

Aliquippa,  Pa 

Butler,  Pa 

Steubenville,  Ohio . . 

Neville,  Pa 

Pittsburgh,  Pa 

Rankin,  Pa 

Martins  Ferry,  Ohio. 

Munhall,  Pa 

McKeesport,  Pa 

Bellaire,  Ohio 

Wheeling,  W.  Va... 

Clairton,  Pa 

South  Duquesne,  Pa, 

Donora,  Pa 

Monessen,  Pa 

Latrobe.'Pa 

Scottdale,  Pa 

Dunbar,  Pa 

Hanging  Rock,  Ohio 
Ashland,  Ky 


53 

67 

58 

60 

60 

61 

69 

77 

81 

95 

102 

104 

109 

115 

120 

125 

136 

136 

138 

139 

140 

146 

147 

153 

163 

165 

170 

176 

188 

243 

253 


112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112.000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 
112,000 


Cents. 
56 
56 
56 
56 
56 
56 
56 
56 
56 
70 
70 
70 
78 
70 


93 
102 
102 
90 
90 


$28. 00 
28.00 
28.00 
28. 00 
28.00 
28.00 
28.00 
28.00 
28.00 
35.00 
35.00 
35.00 
39.00 
35.00 
44.00 
44.00 
44.00 
44.00 
44.00 
44.00 
44.00 
44.00 
44.00 
44.00 
44.00 
44.00 
46.50 
51.00 
51.00 
45.00 
45.00 


Cents. 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 


$22.36 
22.84 
22.96 
23.20 
23.20 
23.32 
24.28 
25.24 
25.72 
27.40 
28.24 
28.48 
29.08 
29.80 
30.40 
31.00 
32.32 
32.32 
32.56 
32.68 
32.80 
33.52 
33.64 
34.36 
35.56 
35.80 
36.40 
37.12 
38.56 
45.16 
46. 3P 


Exhibit  18. — Rates  on  comparison  of  percentage  relation  between  classes. 


Various  scales. 


New  York-Chicago 

New  York-Mississippi 

C.  F.  A.  class  scale 

Warnock    scale,     Mississippi 

River  to  Missouri  River 

Kindell  scale 

Prouty  scale,  Iowa  to  west  of 

Missouri  River 

Chicago  to  Iowa  points 

Missouri-Nebraska 

Shreveport,  La.,  to  Texas 

Memphis-Arkansas 

Oklahoma-Texas  2 

Missouri  River-Denver 

Missouri  River-Ogden 

Missouri  River-Reno  ^ 

Missouri  River-San  Francisco  3 

Mississippi-Denver 

Mississippi-Salt  Lake 

Mississippi-Reno 

Mississippi-San  Francisco 

Chicago-Omaha 

Chicago-Denver 

Chicago-Ogden 

Chicago-Reno  3 

Chicago-San  Francisco  s 


100.00 
100. 00 
100.  00 

100.00 
100.00 

100.00 
100. 00 
100.00 
100.00 
100.00 
100.  00 
100. 00 
100. 00 
100. 00 
100.  00 
100. 00 
100. 00 
100. 00 
100. 00 
100. 00 
100.  00 
100.  00 
100.  00 
100.00 


87.77 
87.77 
85.00 

74.54 
78.39 

84.00 
80.00 
85.00 
85.00 
85.50 
90.00 
80.00 
85.00 
86.80 
86.66 
78.39 
83.00 
86.43 
86.36 
8L25 
80.55 
84.15 
86.55 
86.76 


66.66 
67.00 

58.18 
62.34 

66.00 
60.00 
70.00 
70.00 
70.50 
78.00 
64.35 
75.00 
73.20 
73.33 
62.34 
71.25 
72.50 
72.12 
56.25 
61.11 
70.00 
72.07 
72.06 


46.66 
46.66 
50.00 

43.64 
49.69 

50.00 
45.00 
60.00 
60.00 
56.50 
66.00 
52.20 
63.00 
63.20 
61.00 
50.00 
57.89 
61.07 
60.60 
40.00 
47.22 
56.22 
60. 35 
60.88 


40.00 
40.00 
35.00 

36.36 

38.88 

40.00 
35.00 
45.00 
50.00 
44.00 
56.00 
40.  87. 
50.00 
53.20 
53.33 
38.88 
47.00 
51.07 
50.91 
33.75 
37.22 
45.66 
50.69 
5L47 


A> 


33.33 
33.33 
28.00 

40.00 
45.68 

40.00 
40.00 
50.00 
52.  25 
46.00 
57.00 
48.70 
50.25 
53.20 
53.33 
45.68 
48.80 
52.14 
52.12 
40.00 
44.72 
48.30 
5L72 
52.06 


32.73 
34.56 

35.00 
32.50 
35.00 
40.00 
36.00 
51.00 
36.52 
40.00 
41.60 
41.00 
34.56 
38.05 
40.71 
40.91 
33.75 
35.00 
38.30 
40.69 
4L18 


27.27 
30.87 

30.00 
27.50 
30.00 
35.00 
30.50 
43.00 
32.17 
35.00 
33.20 
31.66 
30.87 
32.50 
32.50 
31.82 
27.50 
30.00 
32.45 
32.41 
32.35 


21.82 
25.93 

25.00 

22.50 

25.00 

30.00 

26.00 

33.00 

28.70 

25.00 

3L60 

31.00 

25. 93  • 

23.88 

30.71 

30.91 

23.12 

26.11 

24.15 

30.69 

30.85 


18.18 
22.22 

20.00 
^0.00 
17.00 
25.00 
21.50 
26.00 
25.22 
21.00 
28.40 
26.00 
22.22 
20.00 
27.86 
25.76 
20.00 
22.22 
20.38 
27.58 
26.45 


1  Mississippi  River  combination. 

2  For  distance  190  to  200  miles.    For  less  distances  the  spread  between  classes  is  less,  while  for  greater 
distances  the  spread  is  slightly  greater. 

3  Spokane  the  same  as  Reno,  and  Portland,  except  class  E,  the  same  as  San  Francisco.  • 
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Exhibit  18. — Rates  on  comparison  of  percentage  relation  between  classes — Continued. 


Various  scales. 


Ai 


New  York-Denver  i 

New  York-Ogden  i 

New  York-Reno 

New  York-San  Francisco 

St.  Lonis-Texas 

Kansas  City-Dallas 

St.  Louis-S'hreveport  2 

Chicago-Texas 

Fox  River,  Wis. -Texas... 

Cincinnati-Texas 

Detroit-Texas 


100.00 
100.00 
100.  00 
100.00 
100.  00 
100.00 
100.00 
100.  00 
100.  00 
100.  00 
100.00 


82.02 
84.37 
86.00 
86.48 
85.  00 
87.40 
87.  40 
84.43 
83.42 
84.43 
85.06 


64.04 
70.00 
71.14 
71.62 
70.75 


69.46 
68.  45 
69.39 
70.00 


48.50 
54.54 
57. 14 
60.81 
65.30 
70.00 
64.72 
63.47 
62.03 
63.26 
61.32 


47.72 
51.35 
51.02 
5.5.  12 
51.  18 
49.10 
48. 13 
48.96 
47.97 


50.00 
51.89 
53.74 
56.70 
54.33 
52.69 
51.07 
52.  52 
50.60 


39.42 
41.08 
47.62 
51.20 
43.30 
46.71 
44.92 
46.48 
44.76 


31.71 
32.43 
39.45 
41.73 
37.01 
38.92 
37.43 
38.78 
37.36 


29.50 
31.08 
31.30 
32.30 
32.30 
31.14 
30.58 
31.08 
31.03 


26.57 
28.40 
26.52 
26.77 
26.78 
26.34 
26.20 
26.34 
26.81 


1  Mississippi  River  combination. 

2  The  same  as  from  St.  Louis  and  Kansas  City  to  Texarkana,  also  from  Kansas  City  to  Shreveport. 

Note. — The  comparisons  here  made  are  based  upon  1916  rates  and  are  intended  to  show  that  the  num- 
bered and  lettered  ratings  of  the  freight  classifications,  beyond  being  symbols  for  defined  groups  of  articles, 
have  no  real  meaning  as  bearing  upon  the  level  of  the  rates.  For  example,  when  we  speak  of  hardware, 
rated  second  class  in  the  western  classification,  it  does  not  mean  a  definite  relation  to  first  class  or  any 
other  class,  but  only  that  hardware  is  in  a  group  of  articles  that  take  second  class  rates.  When  you  come 
to  examine  the  several  class  rate  scales  you  find  that  second  class  is  related  to  first  class  in  about  us  many 
different  percentages  as  there  are  class  scales.  In  other  words,  in  shipping  from  Chicago  to  Denver  second 
class  is  80.55  per  cent  of  first  class;  but  in  shipping  from  Chicago  to  San  Francisco  second  class  is  86.76  per 
cent  of  first  class.  The  same  is  true  in  the  relation  of  other  classes,  and  the  condition  to-day  is  substan- 
tially the  same  (or  worse  by  reason  of  a  uniform  percentage  increase  in  the  class  scales)  than  it  was  in  1916. 


REPORT  OF  THE  RAILROAD  WAGE  COMMISSION  TO  THE  DIRECTOR 
GENERAL  OF  RAILROADS  (APR.  30,  1918). 

THE    RAILROAD   WAGE    COMMISSION. 

Franklin  K.  Lane,  chairman. 

Charles  C.  McChord. 

J.  Harry  Covington. 

William  R.  Willcox. 

Frederick  W.  Lehmann,  general  counsel. 

W.  A.  Ryan,  secretary. 

Letter  op  Transmittal. 

To  the  Director  General  of  Railroads: 

Sir:  I  have  the  honor  to  transmit  herewith  the  report  of  the  commission  appointed 
and  operating  under  the  authority  and  jurisdiction  conferred  by  your  General  Order 
No.  5,  dated  January  18,  1918. 

(Signed)  Fr.\nklin  K.  Lane, 

Chairman. 


copy  of  general  order  creating  the  railroad  wage  commission  and  defining 
ITS  authority  and  jurisdiction. 

Director  General  of  Railroads, 

Washington,  January  IS,  1918. 
General  Order  No.  5. 

Pursuant  to  the  authority  vested  in  me  as  Director  General  of  Railroads  by  the 
President  of  the  United  States  in  his  proclamation  of  December  26,  1917,  I  hereby 
create  a  Railroad  Wage  Commission  and  name  as  the  members  thereof  Franklin  K. 
Lane,  Secretary  of  the  Interior;  Charles  C.  McChord,  member  of  the  Interstate  Com- 
merce Commission:  J.  Harry  Covington,  Chief  Justice  of  the  Supreme  Court  of  the 
District  of  Columbia;  and  William  R.  Willcox,  of  New  York. 

It  is  ordered  and  directed  that:  The  commission  shall  make  a  general  investigation 
of  the  compensation  of  persons  in  the  railroad  ser\ace,  the  relation  of  railroad  wages 
to  wages  in  other  industries,  the  conditions  respecting  wages  in  different  parts  of  the 
country,  the  special  emergency  respecting  wages  which  exists  at  this  time  owing  to 
war  conditions  and  high  cost  of  living,  as  well  as  the  relation  between  different  claasea 
of  railroad  labor. 
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The  commiasion  shall  begin  its  labors  at  once  and  make  report  to  the  Director 
General,  giving  its  recommendations  in  general  terms  as  to  changes  in  existing  com- 
pensations that  should  be  made. 

Officers,  agents,  and  employees  of  the  railroads  are  directed  to  furnish  to  the 
Railroad  Wage  Commission  upon  request  all  information  it  may  require  in  the  course 
of  its  investigation. 

(Signed)  W.  G.  McAdoo, 

Director  General  of  Railroads. 

Report  of  the  Commission. 

April  30,  1918. 
To  the  Director  General  of  Railroads: 

To  make  an  investigation  of  the  wages  and  hours  of  the  more  than  2,000,000  railroad 
workers  now  in  the  employ  of  this  Government  has  been  a  matter  of  engrossing  interest. 
To  ask  of  a  man,  "What  wages  should  you  in  justice  receive?"  is  to  ask  perhaps  the 
profoundest  of  all  human  questions.  He  is  at  once  compelled  to  an  appraisement  of 
his  own  contribution  to  the  general  good.  He  must  look  not  selfishly  on  his  own 
material  needs,  but  take  a  far  view  of  the  needs  of  those  dependent  upon  him.  He 
must  go  into  the  whole  involved  problem  of  his  relationship  with  his  fellows,  and  to 
answer  the  question  aright  he  must  in  the  end  come  to  a  judgment  which  will  be 
nothing  less  than  a  determination  of  what  policy  or  plan  of  wage  adjustment  will  make 
for  the  permanent  well-being  of  the  State.  We  have  searched  for  no  such  ultimate 
answer,  if  there  can  be  one.  But  our  investigation  sought  to  reveal  the  insistent 
problems  that  confronted  these  workers,  and  such  recommendations  as  we  make  are 
the  practical  answers  to  an  immediate  and  direct  question:  \Miat  does  fair  dealing  at 
this  time  require  shall  be  done  for  these  people,  who  are  rendering  an  essential  service 
to  the  Nation  in  the  practical  conduct  of  this  industry? 

That  question,  to  the  mind  of  the  commission,  is  qualified  materially  by  the  phrase 
^'at  this  time."  The  existing  state  of  war  prohibits  anything  approximating  a  deter- 
mination of  ideal  conditions.  The  exceptional  call  that  has  been  made  upon  the 
railroads,  and  upon  practically  all  other  forms  of  industry  in  the  country,  since  the 
United  States  entered  the  war  over  a  year  ago,  has  created  an  abnormal  demand  for 
labor.  Wages  have  always  responded  to  a  degree  to  the  law  of  supply  and  demand . 
As  a  result  of  the  war,  the  prices  of  the  necessities  of  life  have  been  mounting  to 
unheard  of  levels.  The  railroads,  with  the  pressure  upon  them  for  greatly  increased 
transportation  facilities,  have  been  confronted  with  the  problem  of  asldng  increased 
exertion  on  the  part  of  labor  at  a  time  of  extreme  competitive  labor  demand  and  at  a 
time  when  the  purchasing  power  of  the  pay  is  shockingly  small.  The  commission  has 
consequently  considered  the  railroad  wage  problem  with  the  idea  that  the  Government 
rriust  courageously  direct  its  attention  toward  the  maintenance  of  rates  of  wages  for 
the  railroad  employees  which  are  still  adequate  for  those  who,  as  they  patriotically 
labor,  recognize  that  the  war  has  brought  to  us  all  the  necessity  for  sacrifice. 

In  undertaking  its  comprehensive  labor  of  determining  in  a  broad  spirit  what  fair 
dealing  at  this  time  does  require  to  be  done  by  the  Government  for  the  railroad 
employees,  the  commission  held  a  large  number  of  public  hearings.  It  requested 
to  appear  before  it  at  those  hearings  representatives  of  all  classes  of  employees,  organ- 
ized and  unorganized,  in  the  service  of  the  railroads.  Those  who  came  to  speak  for 
these  employees  were  given  a  full  opportunity  to  present  their  views  concerning  the 
character  and  conditions  of  the  work  performed  by  those  for  whom  they  spoke,  and 
the  necessity  for  an  increased  compensation  to  be  paid  them.  In  addition  to  the 
statements  presented  at  the  hearings  on  behalf  of  the  employees,  hundreds  of  letters, 
written  statements  and  petitions  which  were  sent  to  the  commission  by  indi\idual 
employees  and  by  organizations  of  employees,  were  classified,  analyzed,  and  con- 
sidered by  the  Commission  in  connection  with  the  oral  statements.  Men  in  the  service 
of  the  railroads  who  during  the  period  of  operation  and  control  by  the  private  owners 
thereof  had  directly  to  do  with  the  work  performed  by  the  various  classes  of  employees, 
and  with  the  determination  of  the  rates  of  compensation  and  conditions  of  employ- 
ment, were  also  heard,  not  in  controversy  with  the  employees,  but  to  give  all  the 
information  they  could  concerning  the  work  of  the  various  classes  of  employees,  the 
reasons  for  the  existing  differentials  in  wages  between  different  classes,  the  extent  to 
which  increases  in  wages  had  already  been  given  to  meet  the  present  exigency,  and 
the  extent  to  which  increases  ought  to  be  given  at  the  present  time. 

WAGE   DEMANDS. 

The  requests  which  have  come  to  us  for  wage  increases  would,  if  fully  granted, 
involve  an  additional  outlay  in  wages  of  somewhat  over  $1,000,000,000  per  year  in 
excess  of  the  wage  fund  of  last  year,  which  exceeded  $2,000,000,000.     Some  asked  for 
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an  increase  of  100  per  cent  in  their  pay,  and  from  this  they  graduated  downward  to 
10  per  cent.     None  were  satisfied  with  their  present  wages. 

If  we  assume  that  this  total  sum  should  be  given,  the  problem  would  at  once  arise 
as  to  its  distribution.  Quite  evidently  the  need  or  the  desert  of  each  class  of  labor  is 
not  to  be  measured  by  its  demands.  The  bolder  should  not  be  given  all  they  ask 
merely  for  their  boldness  while  the  more  modest  are  insufficiently  rewarded  for  the 
service  they  render  because  of  their  modesty.  Some  had  evidently  thought  out  their 
claims  with  particular  respect  to  their  power  to  compel  concessions,  while  others  based 
their  demands  upon  the  exceptional  character  of  the  services  given,  the  long  expe- 
rience, and  the  training  or  character  required.  Still  others  found  this  a  proper  time  to 
put  forward  claims  which  they  felt  were  but  a  slender  part  of  what  justice  would  award 
were  the  whole  scheme  of  wage-making  to  be  taken  up  afresh  under  a  new  order  of 
things. 

To  reclassify  the  many  hundreds  of  emplojonents  in  which  the  2,000,000  railroad 
workers  engage  would  be  a  task  calling  for  more  time,  skill,  insight,  and  knowledge 
than  we  possess.  At  the  outset,  it  was  seen  that  there  were  grave  inequalities  in  the 
rates  of  wages  paid.  But  who  should  say  what  relationship  each  class  of  employees 
should  bear  to  the  other?  Abstractly,  why  should  an  engineer  receive  $170  per  month 
and  a  telegraph  operator  $90  per  month?  \Miat  ratio  should  the  messenger  boy's 
wage  bear  to  that  of  a  brakeman,  or  that  of  a  machinist's  helper  to  a  section  boss,  or 
that  of  a  billing  clerk  to  a  train  dispatcher?  Or,  to  be  still  more  particular,  what 
should  be  the  proportionate  wage  of  trainmen  and  stationmen?  Should  there,  in  fact, 
be,  or  could  any  scientific  scheme  be  de^ised  by  which  there  might  be  arrived  at,  some 
proper  and  certain  method  of  determining  the  wage  of  a  carpenter  as  against  that  of  an 
electrician?  So  if  the  full  amount  of  the  claims  were  granted  we  should  still  be  met 
with  a  problem  impossible  of  certain  solution — the  proportionate  share  out  of  the  total 
wage  fund  that  should  go  to  anyone. 

In  the  world  of  economics  this  situation  has  V)een  met  by  the  simple  application  of 
supply  and  demand,  which  is  in  turn  now  varied,  affected,  and  modified  by  those 
limitations  arising  out  of  the  artificial  but  necessary  and  historic  methods  of  collective 
bargaining. 

These  forces  have  classified  employments.  In  the  growth  of  the  railroads  there  has 
consequently  been  evolved  no  other  plan  for  such  classification,  and  no  scientific 
relationship  between  the  wages  paid.  The  proposal  that  a  new  classification  should  be 
attempted  is  one  which,  to  say  the  least,  may  not  be  accepted  now.  Ne^■ertheles8, 
there  stands  out  one  dominating  fact,  recognized  by  railroad  workers  as  well  as  by 
railroad  officials — a  conclusion  compelled  by  that  large  sense  of  equity  which  governs 
where  logical  processes  fail — that  the  lower  grades  of  railroad  employment,  those  in 
which  the  supply  of  labor  has  been  less  restricted,  and  where  organization  has  been 
difficult  if  not  impossible,  deserve  wage  increases  out  of  proportion  to  the  increases 
for  those  in  superior  grades. 

In  tr(>ating  of  different  crafts,  it  is  not  without  interest  to  recall  that  each  of  those 
workers  who  appeared  made  claim,  with  a  cjuite  manifest  and  very  proper  pride,  that 
without  his  kind  of  labor  the  railroads  could  not  be  operated.  And  being  essential  to 
the  large  scheme,  each  asked  that  this  pivotal  nature  of  his  work  should  be  recognized 
in  the  wages  paid.  The  train  dispatcher  spoke  \\'ith  enthusiasm  of  the  large  responsi- 
bilities that  he  bore,  and  he  was  followed  by  the  section  man,  ready  for  call  at  every 
moment — a  minuteman,  ^vithout  whom  train  dispatcher  and  train  would  alike  be 
useless.  So  by  slow  steps  as  our  inquiry  proceeded  we  came  to  see  that  the  only 
practicable  way  of  dealing  with  a  problem  so  indented  with  detail  and  so  complex 
was  to  meet  it  on  a  large  scale. 

Should  there  be  any  increase  in  wages  to  these  men  in  the  railroad  service?  The 
railroads  themselves  have  for  the  past  two  years  been  answering  this  question  by 
yielding,  some  ^vith  a  wise  provision  and  others  too  slowly  for  their  own  good,  to  the 
requests  of  their  employees.  It  took  neither  tables  nor  charts  nor  briefs  to  make 
evident  that  if  the  roads  were  to  hold  those  men  they  had,  concession  must  be  made 
to  the  imperious  demand  of  rising  prices  for  the  staples  of  liA-ing. 

Furthermore,  an  unprecedented  call  had  come  for  men  of  certain  trades  in  con- 
nection with  the  new  industries  that  had  l)een  created  by  the  war  in  Europe,  and 
this  long  before  our  entry  into  the  conflict.  Machinists  and  ironworkers  of  all  kinds 
found  themselves  to  be  essential  to  the  great  munition  plants,  and  day  labor  of  the 
most  unskilled  character  rose  into  high  demand.  To  meet  this  competition  the  roads 
had  advanced  wages  by  slow  steps  at  first  and  later  more  rapidly.  It  is  hardly  realized 
that  the  roads  themselves  have  in  two  years — l!»l()  and  1917— increased  wages  ap- 
proximately $350,000,000  per  year,  if  applied  to  the  present  number  of  their  employees. 

But  these  advances  were  not  in  any  way  uniform,  either  as  to  employments  or  as 
to  amounts  or  as  to  roads,  so  that  one  class  of  labor  benefited  much  more  than  another 
on  the  same  road,  and,  as  between  roads,  there  was  the  greatest  divergence.    The 
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situation  had  been  dealt  with  as  pressure  made  necessary,  and  naturally  those  who, 
by  organization  or  through  force  of  competition,  could  exert  most  pressure  fared 
best.  Things  came  to  a  head  just  before  the  Government  took  over  the  railroads. 
Another  three  months  of  private  management  and  we  would  have  seen  much  more 
extensive  concessions  in  wages,  or  there  would  have  followed  an  unfortunate  series 
of  labor  disturl)ances.  The  Government  therefore  has  now  to  meet  what  would  have 
come  about  in  the  natural  course. 

Indeed,  the  patience  of  the  men  was  only  allayed,  after  Government  intervention, 
by  the  assurance  that  the  matter  of  wages  would  be  promptly  taken  up  and  that  the 
awarded  increases  would  be  retroactive  as  of  January  1  of  this  year. 

The  Government  now  enjoys  this  position  of  distinction — it  is  not  yielding  to  threats; 
it  is  not  compelled  to  a  course  by  fear  of  any  unpatriotic  outburst;  it  is  not  making 
concessions  to  avoid  disaster.  There  has  been  no  hint  that  such  a  policy  would  be 
pursued  by  those  who  have  it  within  their  power.  The  right  thing  "at  this  time," 
a  measure  of  justice,  consideration  for  the  needs  of  the  men,  whether  organized  or 
unorganized,  whether  replaceable  or  not  replaceable — these  are  the  standards  that 
Ave  have  sought  to  meet.  By  what  amount  have  the  railroad  workers  been  disad- 
vantaged by  reason  of  the  war,  and  how  may  that  disadvantage  be  overcome  with 
the  largest  degree  of  equity,  assuming  that,  in  common  with  all  who  do  not  wish  to 
exploit  the  opportunities  which  the  war  affords,  these  workers  can  not  have  and 
will  not  expect  a  full  meeting  of  the  entire  burden? 

The  course  of  first  suggestion  is  to  allow  a  uniform  increase  of  so  many  dollars  per 
month  to  each  worker.  This  is  the  policy  England  has  pursued,  as  is  shown  in  Appen- 
dix I  of  this  report.  It  has  the  advantage  of  simplicity;  but  to  our  minds  it  fails 
primarily  in  drawing  the  distinction  between  those  whose  need  is  greatest  and  those 
who  have  largest  leeway  for  sacrifice.  To  make  a  uniform  wage  increase  of,  say,  $20 
per  month,  would  increase  the  railroad  budget  by  nearly  $500,000,000  a  year.  It 
would  be  a  boon  to  many  whose  wages  are  low,  but  in  its  uniformity  it  w^ould  fail 
to  adapt  itself  to  the  varying  needs  of  those  whom  it  is  intended  to  serve. 

We  have  had  a  most  exhaustive  study  made  of  the  cost  of  living  to-day  as  con- 
trasted with  the  cost  of  living  in  the  latter  part  of  1915,  when  by  the  reaction  of  the 
European  war  the  American  people  first  felt  keenly  the  increase  in  the  burdens  of 
life  and  the  need  for  higher  wages.  This  study  has  been  made  without  reference, 
primarily,  to  those  quite  thorough  investigations  which  have  been  carried  on  by 
the  Department  of  Labor,  other  governmental,  and  many  private  agencies.  And  to 
our  minds  it  conclusively  establishes  two  things,  (1)  that  the  cost  of  living  hae 
increased  disproportionately  among  those  of  small  incomes,  and  (2)  that  there  is  a 
point  up  to  which  it  is  essential  that  the  full  increased  cost  shall  be  allowed  as  a  wage 
increase,  while  from  this  point  on  the  increase  may  be  gradually  diminished.  (See 
Appendix  II.) 

This  study  of  the  cost  of  living  was  not  made  from  paper  statistics  exclusively,  by 
the  gathering  of  prices,  and  comparisons  of  theoretical  budgets.  It  was  in  no  incon- 
siderable part  an  actual  study  from  life,  one  of  the  most  interesting  and  valuable 
groups  of  figures  having  l)een  gathered  by  the  newspapers  of  the  country,  by  inter- 
\news  with  those  of  the  working  class,  and  the  inspection  of  their  simple  books  of 
accounts.  Roughly,  it  may  be  said  that  the  man  who  received  $85  a  month  on  Jan- 
uary 1,  1916,  now  needs  40  per  cent  additional  to  his  wage  to  give  him  the  same 
living  that  he  had  then.  Below  that  wage  a  larger  percentage  must  be  allowed, 
because  the  opportunity  for  substitution  and  other  methods  of  thrift  decline  almost 
to  a  vanishing  point,  while  above  that  wage  a  growing  proportion  of  the  increase  will 
go  to  those  things  essential  to  cultured  life  but  nonessential  to  actual  living. 

In  fairness,  therefore,  a  sufficient  increase  should  be  given  to  maintain  that  standard 
of  living  which  had  obtained  in  -the  prewar  period,  when,  confessedly,  prices  and 
wages  were  both  low.  And  upon  those  who  can  best  afford  to  sacrifice  should  be 
cast  the  greater  burden. 

Another  argument  that  is  compelling  as  against  the  uniform  increase  in  existing 
wages  is  the  unalterable  fact  that  to  give  an  equal  amount,  now,  to  all  would  be 
giving  to  some  a  double  increase— that  which  they  had  received  from  the  railroads 
during  the  last  two  years  and  that  which  the  Government  might  award,  for  not  all 
of  the  railroads  made  increases  to  the  same  classes,  and  no  two  made  awards  in  the 
same  percentages,  even  within  the  same  groups  of  employments.  The  line  of  increases 
drawn  upon  a  chart  looks  like  a  deeply  serrated  mountain  chain.  To  add  to  all 
uniformly  would  be  but  to  accentuate  the  inequalities  resulting  from  the  promptness 
of  some  roads  as  against  the  backwardness  of  others  in  meeting  theit  workmen's  needs. 

There  is  high  authority  for  saying  that  "to  him  that  hath  shall  be  given,  but  from 
him  that  hath  not  shall  l^e  taken  away  even  that  which  he  hath."  This  dictum  as 
to  the  way  of  the  world  we  take  to  have  been  the  recognition  of  a  fact,  not  the  indorse- 
ment of  an  ideal.     And  the  plan  we  recommend  is  an  expression  of  the  reverse  policy. 
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We  take  from  no  man  that  which  he  hath,  insuring  him  as  much  as  he  has  now  (for 
no  wages  are  to  be  lowered),  but  we  would  add  materially  to  the  fund  of  those  who 
have  least.  And  of  these  there  are  many.  It  has  been  a  somewhat  popular  impres- 
sion that  railroad  employees  were  among  the  most  highly  paid  workers,  but  figures 
gathered  from  the  railroads  disposed  of  this  belief.  Fifty-one  per  cent  of  all  employees 
during  December,  1917,  received  $75  per  month  or  less,  and  80  per  cent  received  |lOO 
per  month  or  less.  Even  among  the  locomotive  engineers,  commonly  spoken  of  as  highly 
paid,  a  preponderating  number  receives  less  than  $170  per  month,  and  this  compensa- 
tion they  have  attained  by  the  most  compact  and  complete  organization,  handled 
with  a  full  appreciation  of  all  strategic  values.  Between  the  grades  receiving  from 
$150  to  $250  per  month,  there  is  included  less  than  3  per  cent  of  all  of  the  employees 
(excluding  officials),  and  these  aggregate  less  than  60,000  men  out  of  a  grand  total  of 
2,000,000.     (See  Appendix  III.)" 

The  greatest  number  of  emplovees,  on  all  the  roads,  fall  into  the  class  receiving 
between  $G0  and  $65  per  month— 181,693,  while  within  the  range  of  the  next  $10  in 
monthly  salary  there  is  a  total  of  312,761  persons.  In  December,  1917,  there  were 
111,477  clerks'recei^dng  annual  pay  of  $900  or  less.  In  1917  the  average  pay  of  this 
class  was  but  $56.77  per  month.  There  were  270,855  section  men  whose  average  pay 
as  a  class  was  $50.31  per  month;  121,000  other  unskilled  laborers  whose  average  pay 
was  $58.25  per  month;  130,075  station  service  employees  whose  average  pay  was 
$58.57  per  month;  75,325  road  freight  brakemen  and  flagmen  whose  average  pay  was 
$100.17  per  month;  and  16,465  road  passenger  brakemen  and  flagmen  whose  average 
pay  was  $91.10  per  month.     (See  Appendices  III  and  IV.) 

These,  it  is  to  be  noted,  are  not  prewar  figures;  they  represent  conditions  after  a 
year  of  war,  and  two  years  of  rising  prices.  And  each  dollar  now  represents  in  its 
powei"  to  purchase  a  place  in  which  to  live,  food  to  eat,  and  clothing  to  wear  but  71 
cents  as  against  the  100  cents  of  January  1,  1916.  That  there  has  been  such  steadfast 
loyalty  to  the  railroads,  and  so  slight  a  disposition  to  use  the  lever  of  their  necessity 
and  their  opportunity  to  compel,  by  ruthless  action,  an  increase  of  wages,  is  not 
wdthout  significance  and  should  not  be  passed  without  public  recognition. 

With  the  various  conditions  which  have  been  detailed  all  in  mind,  the  commission 
has  reached  the  conclusion  that  the  fairest  method  of  dealing  with  the  problem  of 
wage  increases  is  to  award  increases  on  the  following  scale: 

[Columns  2  and  3  in  the  table  are  explanatory  of  the  method  of  arri%-ing  at  the  "new  rates"  included  in 
column  4.  The  roads  will  substitute  for  the  "old  rates"  of  December,  1915,  scheduled  in  column  1  the 
"new  rates"  listed  in  column  4.) 


1 

To    the     monthly 
rate    of    pay    of 
men  receiving  in 
December,    1915, 
the    amounts 
named    in    this 
column— 

2 

Add  the 
per  cent 
named 
in  this 
column. 

3 

Equiva- 
lent to 

amount 
named 
in  this 

column. 

4 

Making 
new 

rate  per 

month  as 
shown 
in  this 

column. 

1 

To    the    monthly 
rate    of    pay    of 
men  receinng  in 
Deceralier,    1915, 
the    amounts 
named    in    this 
column— 

2 

Add  the 
per  cent 
named 
in  this 
column. 

3 

Equiva- 
lent to 

amount 
named 
in  this 

column. 

4 

Making 
new 

rate  per 

month  as 
shown 
in  this 

column. 

Bollars. 
Under  46 

S20.00 
20.21 
20.64 
21.07 
21.50 
21.60 
21.70 
21.73 
22.14 

22.  55 
22.96 

23.  27 
23.  78 
24.19 
24.60 
25.01 
25.  42 
25.8:5 
26.24 
26.65 
27.  06 
27.47 
27.88 
28.29 
28.70 
29.11 
29.  52 
29. 93 
30.34 
30.75 

1 
1 

Dollars. 
75.01  to  76 

41.00 
41.00 
41.00 
41.00 
40.87 
40.44 
40.00 
40. 00 
40. 00 
40.00 
39. 36 
38.74 
38. 13 
37.53 
3h.95 
36.38 
35.82 
35.27 
34.74 
34.22 
33.70 
33.20 
32.71 
32.23 
31.75 
31.29 
30.84 
30.39 
29.96 
29.63 

J31.16 
31.57 
31.98 
32.39 
32.70 
32.75 
32.80 
33.20 
33.60 
34.00 
33.85 
33.70 
33.55 
33.40 
33.25 
33.10 
32.95 
32.80 
32.65 
32.50 
32.35 
32.20 
32.05 
31.90 
31.75 
31.60 
31.45 
31.30 
31.15 
31.00 

$107. 16 

46  01  to  47 

43.00 
4.3.00 
43.00 
43.00 
42. 35 
41.73 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 
41.00 

$67.21  , 
68.64 
70.07 
71.  50  ■ 
72.60 
73.70 
74.73  ' 
76.14 
77.55 
78.  96  { 
80.37 
81.  78  ' 
R3.  19  ' 
84.60 
86. 01 
S7.  42 
88.  8:5 
90.24 
91.65 
93.  Ot> 
94.47 
95.  88 

97.  2': 

98.  70 
100.11 
101.52 
102.  93 
104.34 
105.  75 

76.01  to  77 

108.57 

47  01  to4.S 

77.01  to  78 

109.98 

48  01  to  49 

78.01  to  79 

111.39 

49  01  to  50  

79.01  to  80 

112.70 

50  01  to  51 

80.01  to  81. 

113.75 

51.01  to  52 

81.01  to  82 

114.80 

52.01  to  53 

82.01  to  85.           .   . 

116.20 

53.01  to  54 

83.01  to  84. 

117.60 

54.01  to  55 

84.01  to  85 

119.00 

55  01  to  56  

85.01  to  86. 

119.85 

56  01  to  57 

86.01  to  87. 

120. 70 

57  01  to  5S 

87.01  to  88. 

121.55 

58.01  to  59 

88.01  to  89. 

122.40 

59.01  to  60 

89.01  to  90 

123.25 

60.01  to  61 

90.01  to  91 

124. 10 

61.01  to  62 

91.01  to  92 

124.95 

62  01  to  6.5 

92.01  to  93. 

125.80 

63  01  to  64 

93.01  to  94.           .   . 

126. 65 

64  01  to  65 

94  01  to  95 

127.50 

65  01  to  06 

95.01  to  96 

128. 35 

66  01  to  67 

96.01  to  97. 

129.20 

67  01  to  68  

97.01  to  98 

130.05 

68  01  to  69 

96.01  to  99 

130.90 

69.01  to  70 

70  01  to  71 

99.01  to  100 

100.01  to  101 

101.01  to  102 

102.01  to  103 

103.01  to  104 

104.01  to  105 

131. 75 
132.60 

71  01  to  72  

133.45 

72  01  to  73 

134.30 

73  01  to  74 

136. 15 

74.01  to  75 

130.00 
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(Columns  2  and  3  in  the  table  are  explanatory  of  the  method  of  arriving  at  the  "new  rates"  included  in 
column  4.  The  roads  will  substitute  for  the  "old  rates"  of  December,  1915,  scheduled  in  column  1  the 
"new  rates"  listed  in  column  4.] 


To  the  monthly 
rate  of  pay  of 
men  receiving  in 
December,  1915, 
the  amounts 
named  in  this 
column- 


Add  the 
per  cent 
named 
in  this 
column. 


29.11 

28.70 

28.29 

27.89 

27.50 

27.12 

26.74 

26.38 

26.01 

25.66 

25.31 

24.96 

24.62 

24.29 

23.96 

23.64 

23.32 

23.01 

22.70 

22.40 

22.11 

21.81 

21.53 

21.24 

20.96 

20.69 

20.42 

20.15 

19.89 

19.63 

19.38 

19.13 

18.88 

18.64 

18.39 

18.16 

17.92 

17.69 

17.47 

17.24 

17.02 

16.80 

16.59 

16.38 

16.17 

15.96 

15.76 

15.56 

15.36 

15.16 

14.97 

14.78 

14.59 

14.40 

14.22 

14.04 

13.86 

13.68 

13.51 

13.33 

13.16 

13.00 

12.83 

12.68 

12.50 

12.34 

12.18 

12.02 

11.87 

11.71 

11.56 

11.41 

11.26 


Equiva- 
lent to 

amount 
named 
in  this 

column. 


$30.85 
30.70 
30.55 
30.40 
30.25 
30.10 
29.95 
29.80 
29.65 
29.50 
29.35 
29.20 
29.05 
28.90 
28.75 
28.60 
28.45 
28.30 
28.15 
28.00 
27.85 
27.70 
27.55 
27.40 
27.25 
27.10 
26.95 
26.80 
26.65 
26.50 
26.35 
26.20 
26.05 
25.90 
25.75 
25.60 
25.45 
25. 30 
25.15 
25.00 
24.85 
24.70 
24.55 
24.40 
24.25 
24.10 
23.95 
23.80 
23.65 
23.50 
23.35 
23.20 
23.05 
22.90 
22.75 
22.60 
22.45 
22.30 
22.15 
22.00 
21.85 
21.70 
21.65 
21.40 
21.25 
21.10 
20.95 
20.80 
20.65 
20.50 
20.35 
20.20 
20.05 


Making 

new 
rate  per 
month  as 
shown 
in  this 
column. 


$136. 85 
137. 70 
138. 55 
139. 40 
140. 25 
141.10 
141.95 
142.  SO 
143. 65 
144.50 
145.35 
146. 20 
147. 05 
147. 90 
148. 75 
149. 60 
150. 45 
151.30 
152. 15 
153.00 
153. 85 
154. 70 
155.55 
156. 40 
157. 25 
158. 10 
158. 95 
159. 80 
160. 65 
161.50 
162. 35 
163. 20 
164.05 
164. 90 
165. 75 
166.60 
167. 45 
168. 30 
169. 15 
170. 00 
170. 85 
171.70 
172.55 
173. 40 
174. 25 
175. 10 
175.95 
176. 80 
177.65 
178.50 
179. 35 
180.  20 
181. 05 
181.90 
182. 75 
183. 60 
184.45 
185. 30 
186. 15 
187. 00 

187.  85 

188.  70 
189. 55 
190. 40 
191.  25 
192. 10 
192. 95 
193. 80 
194. 65 
195.50 
196. 35 
197. 20 
198.05 


To  the  monthly 
rate  of  pay  of 
men  receiving  in 
December,  1915, 
the  amounts 
named  in  this 
column — 


Dollars. 

178.01  to  179... 

170.01  to  180... 

180.01  to  181... 

181.01  to  182... 

182.01  to  183... 

183.01  to  184... 

184.01  to  185... 

185.01  to  186... 

136.01  to  187... 

887.01  to  188... 

188.01  to  189... 

189.01  to  190... 

180.01  to  191... 

181.01  to  192... 

192.01  to  193... 

193.01  to  194... 

194.01  to  195... 

195. 01  to  196... 

196. 01  to  197... 

197. 01  to  198... 

198.01  to  199... 

199. 01 10  200... 

190.01  to  201... 

191. 01  to  202... 

I  202. 01  to  203... 

203.01  to  204... 

204. 01  to  205... 

205.01  10  206... 

206.01  to  207... 

207. 01  to  208... 

208.01  to  209..., 

209. 01  to  210..., 

200.01  to  211..., 

201.01  to  212.... 

212.01  to  213..., 

213.01  to  214.... 

214.01  to  215.... 

215.  01  to  216.... 

216.01  to  217.... 

217.  01  to  218.... 

218. 01  to  219.... 

219.01  to  220.... 

210.01  to  221.... 

211.01  to  222.... 

222.01  to  223.... 

223.01  to  224.... 

224.01  to  22.b.... 

225. 01  to  226.... 

226.01  to  227.... 

227.01  to  228.... 

228.01  to  229.... 

229. 01  to  230.... 

220. 01  to  231.... 

221.01  to  232.... 

232. 01  to  233.... 

233.01  to  234.... 

234.01  to  235.... 

235.01  to  236.... 

236.01  to  237.... 

237. 01  to  238.... 

238. 01  to  239.... 

239. 01  to  240  ... 

230. 01  to  241.... 

231.01  to  242.... 

242.01  to  243.... 

243.01  to  244.... 

244. 01  to  245.... 

245.01  to  246.... 

246.01  to  247.... 

247. 01  to  248.... 

248.01  to  249.... 

249.01  to  250.... 


Add  the 
per  cent 
named 
in  this 
column. 


11.12 
10.97 
10.83 
10.69 
10.55 
10.41 
10.27 
10.14 
10.00 
9.87 
9.74 
9.61 
9.48 
9.3.5 
9.22 
9.10 
8.97 
8.85 
8.73 
8.61 
8.49 
8.375 
8.26 
8.14 
8.03 
7.92 
7.80 
7.69 
7.58 
7.48 
7.37 
7.26 
7.16 
7.05 
6.95 
6.85 
6.74 
6.64 
6.54 
6.445 
6.35 
6.25 
6.15 
6.06 
5.96 
5.87 
5.  78 
5.69 
5.595 
5.50 
5.415 
5.33 
5.24 
5.15 
5.065 
4.98 
4.89 
4.81 
4.73 
4.64 
4.56 


Equiva- 
lent to 

amotmt 
named 
in  this 

column. 


Making 

new 
rate  per 
month  as 
shown 
in  this 
column. 


$19. 90 
19.75 

19.  eo 

19.45 
19.30 
19.15 
19.00 
18.85 
18.70 
18.55 
18.40 
18.25 
18.10 
17.95 
17.80 
17.65 
17.50 
17.35 
17.20 
17.05 
16.90 
16.75 
16.60 
16.45 
16.30 
16.15 
16.00 
15.85 
15.70 
15.55 
15.40 
15. 25 
15.10 
14.95 
14.80 
14.65 
14.50 
14. 35 
14.20 
14.05 
13.90 
13.75 
13.60 
13. 45 
13.30 
13.15 
13.09 
12.85 
12.70 
12.55 
12.40 
12.25 
12.10 
11.95 
11.80 
11.65 
11.50 
11.35 
11.20 
11.05 
10.90 
10.00 
9.00 
8.90 
7.00 
6.00 
5.00 
4.00 
3.00 
2.00 
1.00 
.00 


$198. 90 
199. 75 
200.60 
201.45 
202.30 
203. 15 
204.00 
204.85 
205. 70 
206.55 
207. 40 
208. 25 
209. 10 
209. 95 
210.80 
211. 65 
212.  SO 
213.35 
214. 20 
215. 05 
215.90 
216. 75 
217.60 
218.45 
219. 30 

220. 15 
221.00 
221.85 
222. 70 
223. 55 
224.40 
225.25 
226. 10 
225. 95 
227. 80 
228. 65 
229.50 
230.35 
231.20 
232. 05 
232.90 
233.75 
234. 60 
235. 45 
236. 30 

237. 16 
238.00 
238.85 
239. 70 
240. 55 
241.40 
242. 25 
243. 10 
243. 95 
244.80 
245. 65 
246. 50 
247.35 
248. 20 
249. 05 
249.90 
250.00 
250.00 
250. 00 
250. 00 
250.00 
250. 00 
250. 00 
250.  00 
250.00 
250.00 
250. 00 
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In  applying  the  increases  prescribed  in  the  preceding  tables  to  the  wages  of  men 
paid  on  a  monthly  basis,  the  roads  will  substitute  for  each  group  of  monthly  wages  of 
1915,  as  listed  in  column  1,  the  amount  named  in  column  4,  on  the  same  line. 

The  inclusion  of  the  percentages  contained  in  column  2  is  merely  to  explain  the 
method  of  arriving  at  the  amounts  contained  in  column  3,  which,  added  to  the  maxi- 
mum amount  for  each  group  named  in  column  1,  produces  the  "new  rate  per  month" 
shown  in  column  4,  on  the  same  line. 

Application  of  these  new  wages  to  the  present  pay  rolls  of  the  railroads,  as  nearly  as 
may  be,  indicates  that  the  net  wage  increases  granted  will  approximate  $300,000,000 
a  year.  The  magnitude  of  this  amount  is  not  staggering  when  the  whole  expenditure 
for  wages  on  the  railroads  is  considered.  And  whatever  its  effect  upon  the  mind  may 
be,  we  regard  such  an  expenditure  as  necessary  for  the  immediate  allaying  of  a  feeling 
that  can  not  be  wisely  fostered  by  national  inaction,  and  as  not  one  dollar  more  than 
justice  at  this  time  requires.  It  will  make  hard  places  smoother  for  many  who  are 
now  in  sore  need.  It  gives  no  bounty.  It  is  not  a  bonus.  It  is  no  more  than  an  hon- 
orable meeting  of  an  obligation. 

APPLICATION    OF  THE    SCALE. 

These  increases  are  to  be  applied  to  the  rates  of  wages  in  effect  on  December  31, 1915, 
They  do  not  represent  a  net  increase  at  this  time.  Because  our  figiu-es  as  to  the  increase 
of  living  costs  have  been  gathered  with  reference  to  the  two-year  period  January, 
1916-April,  1918,  the  wage  increases  are  reckoned  with  respect  to  the  same  dates.  The 
telegrapher  who  holds  the  same  position  to-day  that  he  did  the^  last  day  of  December, 
1915,  and  who  then  received  $75  a  month  and  has  received  no  increase  since,  will 
receive  an  additional  wage  of  $30.75  per  month.  If  he  has  received  an  increase  in 
these  two  years  of  $10  per  month,  the  recommended  increase  of  his  wage  will  be  cut 
down  by  that  much,  making  his  net  advance  $20.75.  The  section  hand  who  on  De- 
cember 31,  1915,  received  a  wage  of  $50  per  month  will  receive  an  increase  of  $21.50 
per  month,  less  whatever  his  monthly  wage  as  section  man  may  have  been  advanced 
in  the  intervening  two  years. 

In  the  application  of  the  scale  the  wage  runs  with  the  place.  If  in  the  past  two 
years  an  employee  has  been  promoted,  his  new  wage  is  based  upon  the  rate  of  increase 
applicable  to  the  new  schedule  governing  the  new  place. 

Reductions  in  hours  arc  not  to  be  regarded  as  increases  in  pay.  This  rule  is  made 
necessary — ^first,  by  its  justice,  for  it  is  not  to  be  contemplated  that  hours  are  reduced 
to  decrease  earnings;  and,  second,  by  the  impracticability  of  applying  any  other  rule. 
In  some  cases  the  decrease  in  daily  hours  did  effect  an  iricreaae  in  total  wages  paid  by 
reason  of  overtime,  but  in  other  cases,  where  the  railroads  adjusted  themselves  to  an 
eight  or  a  nine  hour  day,  there  was  no  increase  in  the  monthly  compensation.  To 
differentiate  between  these  cases  would  be  an  interminable  task.  Moreover,  we 
assume  the  good  faith  of  all  reductions  in  hours  as  being  what  they  pretend  to  be. 

There  are  some  few  cases  where  the  roads,  b\'  reason  of  abnormal  conditions,  largely 
local,  and  arising  out  of  the  extreme  competition  in  certain  trades,  have  granted  wage 
increases  which  will  well-nigh  cover,  if  not  altogether  cover,  the  increases  here  made. 
As  to  those  who  have  received  such  increases,  we  advise  no  other  course  than  that  the 
scale  be  adhered  to,  for  it  has  its  foundation  in  principle  and  not  in  the  compelling 
force  of  any  unusual  competitive  conditions.  In  no  event,  however,  should  there 
be  any  reduction  in  wages  from  those  now  obtaining. 

The  railroads  must,  however,  maintain  their  complement  of  workers,  and  if,  by 
meeting  fairly,  as  here,  the  needs  of  the  time,  this  end  can  not  be  secured,  there  must 
be  allowed  play  for  other  forces  than  those  we  have  recognized. 

In  the  application  of  the  scale,  that  percentage  of  increase  is  to  be  applied  which  is 
awarded  to  the  normal  time  wages  paid  to  the  individual  in  each  position  in  the  rail- 
road service  on  December  31,  1915.  There  are,  however,  employees  of  certain  classes, 
and  upon  a  number  of  roads,  whose  wages  are  paid  upon  a  piecework  basis,  and  there 
are  also  numbers  of  employees  on  practically  all  the  roads  whose  hours  of  service  at 
times  run  beyond  the  straight  hours  of  service  established  for  a  day's  work  of  the  kind 
they  perform.  A  practical  plan  for  wage  increases,  in  harmony  with  the  scale,  haa 
been  devised  for  application  to  piecework  wages  and  wages  for  recognized  overtime. 
(See  Appendix  V.) 

While  the  method  of  increasing  wages  here  devised  is  manifestly  one  of  simplicity 
when  applied  to  the  straight  schedules  of  hourly,  daily,  or  monthly  pay,  we  have 
found  much  difficulty  in  adapting  the  plan  to  tlie  elaborate  and  intricate  schedules 
of  the  trainmen,  from  which  there  is  apparently  no  desire  on  the  part  of  the  railroad 
operators  or  the  trainmen  to  depart.  This,  however,  we  have  succeeded  in  doing  in 
such  manner  as  to  translate  the  increases  into  mileage  rates,  thus  maintaining  the 
existing  schedules  relating  to  the  method  of  pay.     Accepting  the  average  monthly 
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earnings  of  employees  in  the  train  and  en^ne  service  for  the  fiscal  year  ended  1915 
as  accurately  reflecting  the  rates  paid  to  those  classes,  we  have  adopted,  aa  the  per- 
centage of  increase  to  be  applied  to  the  mileage  rates  obtaining  for  the  several  classes 
of  trainmen,  that  percentage  of  increase  which  is  awarded  to  employees  generally 
whose  earnings  are  equal  to  the  average  earnings  of  each  of  the  several  classes  of  train- 
men. Thus,  in  the  case  of  road  passenger  engineers,  their  average  earnings  in  1915 
were  $178.46.  The  individual  employee  in  any  other  branch  of  the  railroad  service 
whose  monthly  wage  is  $178.46  will  receive  a  wage  increase  of  llj  per  cent,  and  the 
road  passenger  engineers  as  a  class  will  receive  an  increase  of  11^  per  cent  in  their 
existing  mileage  rates.  And  the  same  method  obtains  for  each  of  the  classes  of  train- 
men paid  on  the  mileage  basis.     (See  Appendix  VI.) 

HOURS   OF   SERVICE. 

At  the  outset  of  the  hearings  it  was  manifest  that  the  matter  of  hours  of  service  is 
lodged  deep  in  labor's  mind.  A  standard  day  of  reasonably  limited  length  is  as 
much  a  part  of  the  measure  of  justice  with  the  workingman  as  is  his  rate  of  wage. 

Slowly  and  steadily,  by  force  of  law  somewhat  but  also  by  the  voluntary  act  of  the 
employers,  a  shorter  workday  is  being  put  into  effect.  This  tendency  will  continue, 
and  the  shorter  day  will  come  to  be  regarded  not  as  a  means  of  minimizing  the  returns 
which  the  worker  gains  but  as  a  conserver  of  the  human  material  upon  which  indus- 
try rests.  This  matter  of  worktime  must  be  submitted  to  the  pragmatic  test.  Society 
will  come  to  see  that  there  is  a  maximum  which  is  beyond  the  Plimsoll  mark  of  wisdom, 
and  a  minimum  that  makes  society  in  many  ways  the  sufferer.  The  line  of  modera- 
tion, the  medial  line,  is  one  that  must  be  proved  by  experience.  The  wise  employer 
will  look  with  sympathetic  eye  to  find  it,  and  the  wise  employee  will  attempt  in 
good  faith  to  make  it  manifest.  It  would  be  a  splendid  achievement  if  we  could  at 
this  time  crystallize  the  experience  of  the  world  into  a  conclusion  concerning  the 
length  of  the  workday  that  would  be  of  universal  application.  But  this  is  not  possible 
now  for  many  reasons,  not  the  least  of  which  is  an  insufficiency  of  data  touching  so 
many  and  such  diverse  employments  which  .call  for  such  differing  strains  upon  human 
nerves  and  muscles. 

This,  moreover,  is  not  the  time,  in  the  judgment  of  the  commission,  to  make  experi- 
ments which  might  lessen  the  output  of  that  commodity  which  railroad  men  produce 
— tons  of  freight  hauled  and  numtjers  of  passengers  carried.  The  one  thing  now  im- 
perative is  volume  of  and  speed  in  railroad  output.  Since  the  commission's  work 
began,  as  before,  our  needs  as  a  Nation,  and  the  \dtal  needs  of  those  nations  with 
whom  we  are  allied,  have  been  imperiled  by  the  shortcomings  of  our  transportation 
system.  There  is  no  one  who  wishes  to  risk  a  repetition  of  this  condition.  On  the 
contrary,  all  desire  that  naught  shall  be  done  which  will  make  it  likely. 

The  railroad  employees  have  asked  for  the  shorter  day,  saying  frankly  that  they 
did  not  wish  an  increased  rate  for  overtime  save  as  a  means  of  compelling  the  observ- 
ance of  shorter  hours — a  penalizing  of  the  employers  for  too  long  a  workday.  At 
this  time,  however,  when  urgent  and  serious  necessity  compels  sacrifice  from  all, 
to  penalize  the  Government  for  working  its  men  as  long  as  they  have  been  in  the 
habit  of  working  under  their  private  employers — the  railroad  companies — is  to  take 
advantage  of  the  twofold  embarrassment  of  the  Government — its  need  for  the  work 
and  its  inability  to  call  in  outside  men.  The  commission  does  not  believe  that  the 
railroad  employees  really  want  thus  to  hamper  the  transportation  facilities  of  the 
country  in  its  hour  of  need. 

Manifestly,  therefore,  at  this  time,  when  men  must  be  constantly  taken  from  the 
railroads,  as  from  all  other  industries,  to  fill  the  growing  needs  of  the  Nation's  Army, 
hours  of  labor  can  not  be  shortened  and  thereby  a  greater  number  of  men  be  required 
for  railroad  work.  The  Nation  can  not,  in  good  faith,  call  upon  the  farmers  and  the 
miners  to  work  as  never  before  and  press  themselves  to  unusual  tasks,  and  at  the 
same  time  so  shorten  the  hours  of  railroad  men  as  to  call  from  farm  and  mine  additional 
and  unskilled  men  to  run  the  railroads.  While  the  commission  is  strongly  disposed 
to  a  standard  day,  in  so  far  as  the  nature  of  the  service  will  permit  it,  its  firm  judg- 
ment consequently  is  that  the  existing  hours  of  service  in  effect  on  the  railroads  should 
be  maintained  for  the  period  of  the  war. 

But  with  this  we  earnestly  urge  that  a  most  exhaustive  study  be  made  of  this  matter 
of  hours  of  service,  not  with  a  view  to  the  adoption  of  some  arbitrary  and  universal 
policy  which  shall  have  no  regard  to  the  kind  of  work  done,  or  to  the  effect  upon  the 
railroad  service,  but  with  these  very  considerations  in  mind.  And  we  have  gone 
into  this  matter  far  enough  to  justify  to  ourselves  the  belief  that  by  the  steady  appli- 
cation of  such  sympathetic  consideration  the  railroad  service  may  be  improved,  and 
at  the  same  time  fuller  opportunity  be  given  for  lifting  a  burden  that  falls  dispropor- 
tionately upon  some  of  the  less  favored  of  the  railroad  workers.  The  foundation  for 
such  a  study  may  be  found  in  the  charts  constituting  Appendix  VII  of  this  report. 
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OVERTIME   PAY. 

Closely  allied  to  the  matter  of  hours  of  service  is  that  of  extra  pay  for  overtime. 
In  fact,  the  whole  theory  of  those  who  speak  for  labor  is  that  extra  pay  for  overtime 
is  the  logical  way  to  force  the  standard  day  of  reasonable  hours  with  no  work  there- 
after. In  that  theory  there  may  or  may  not  be  force;  but  quite  apart  from  such  view, 
certain  it  is  that  in  harmony  with  the  broader  idea  that  fair  hoiurs  of  rest  and  recrea- 
tion are  the  laborer's  right  the  use  of  those  hours  in  industry  may  well  be  obtained 
only  at  a  wage  much  above  the  normal.  With  overtime  as  with  hoiu-s  of  service, 
however,  the  commission  believes  that  the  existing  rules  and  conditions  of  payment 
should  not  be  distiu:bed  during  the  period  of  the  war.  But  at  the  time  when  the 
study  of  the  matter  of  hours  of  service  is  made,  that  study  must  sympathetically 
cover  also  the  broad  and  kiidred  field  of  compensation  for  the  overtime  which  is 
necessary  in  certain  classes  of  service. 

APPRENTICES. 

Organized  labor  realizes  that  at  a  time  when  men  are  being  speeded  up  in  the  col- 
leges by  being  given  special  coiu-ses  in  chemistry  and  other  scientific  sufjects  neces- 
sary for  war  work,  the  rules  of  inhibition  touching  the  term  of  apprentices  must  be 
liberalized  so  that  those  who  are  competent  shall  the  more  quickly  be  enabled  to 
place  their  full  skill  at  the  Nation 's  service.  It  is  the  view  of  the  commission  that  the 
full  measure  of  the  increases  herein  suggested  shall  go  only  to  those  above  21  years 
of  age,  and  that  those  from  18  to  21  years  shall  have  three-fourths  of  such  increases, 
and  those  under  18  one-half  of  such  increases.  This  rule,  however,  might  well  be 
modified  to  this  extent,  that  if  apprentices  are  graduated  into  the  full  status  of  joiurney- 
men  before  they  have  reached  21  years,  they  shall  have  the  full  pay  of  this  new  status. 

FLOATING   EQUIPMENT  EMPLOYEES. 

This  award  shall  be  construed  to  apply  to  employees  of  railroads  operating  ferries, 
tugboats,  lighters,  barges,  and  any  other  floating  equipment  operated  as  terminal  or 
transfer  facilities,  but  shall  not  be  construed  as  applying  to  railroad  employees  on,  or 
in  connection  with  the  operation  of,  cargo  and  passenger-carrying  equipment  on 
lakes,  rivers,  or  in  coastwise  or  ocean  traffic. 

WAGE   ADJUSTMENTS   BY  OTHER  BOARDS. 

The  award  of  the  commission  shall  not  be  applicable  to  those  employees  whose 
compensation  is  the  result  of  adjustments  by  or  through  any  agency  established  for 
the  purpose  by  the  Navy  Department,  the  War  Department,  the  Department  of 
Commerce,  the  United  States  Shipping  Board,  or  any  other  Government  agency 
created  since  the  entry  of  the  United  States  into  the  war. 

EFFECTIVE   DATE   OF  INCREASES. 

The  wage  increases  provided  for  in  the  scale  shall  be  effective  as  of  January  1, 1918, 
and  are  to  be  paid  to  all  who  were  then  in  the  railroad  service  or  who  have  come  into 
such  service  since  and  remained  therein  according  to  the  time  served.  The  proper 
ratable  amount  shall  also  be  paid  to  those  who  have  been  for  any  reason  since  January 
1,  1918,  dismi  sed  from  the  service,  but  shall  not  be  paid  to  those  who  have  left  it 
voluntarily,  because  remaining  in  the  service  was  the  consideration  of  the  promise  to 
make  the  increases  effective  from  the  date  mentioned.  Men  who  have  left  the  rail- 
roads to  enter  the  Army  or  Na\'y  shall  be  entitled  to  the  pro  rata  increases  accruiiig 
on  their  wages  up  to  the  time  they  left,  as  they  have  continued  in  the  ser\ice  of  the 
Nation.  The  same  rule  shall  apply  to  those  who  have  passed  from  one  branch  of  the 
railroad  service  or  from  one  road  to  another. 

The  increases  as  to  the  employees  of  any  road  shall  be  effective  only  from  the  time 
the  railroads  were  taken  over  by  the  Government. 

EMPLOYMENT  OF  WOMEN. 

The  employment  of  women  is  one  of  the  important  problems  confronti^ig  those  in 
charge  of  the  actual  operation  of  the  railroads.  Up  to  the  time  of  the  abnormal  de- 
mand for  labor  created  by  the  Etiropean  war,  women  were  not  exteieivelv  emiilnyed 
by  the  riilroads  except  as  stenographers  and  clerks  in  the  offices,  and  as  chir\vom"en. 
car  washers  and  cleaners,  and  other  employments  of  like  character.  Since  the  war 
they  have  entered  the  shops,  have  engaged  in  handling  freight  and  baggage,  and  have 
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even  been  employed  upon  the  tracks.  Much  of  this  work  requires  a  physical  effort 
beyond  the  strength  of  women,  and  some  of  it  is  carried  on  under  conditions  menacing 
to  health,  safety,  and  morals. 

The  labor  in  our  shops  and  elsewhere  miist  l)e  diluted  as  the  war  takes  to  itself  an 
increasing  number  of  men.  Women  must,  to  some  degree,  take  these  places.  'Ihey 
should  be  cared  for.  Their  burden  should  not  be  such  as  to  hazard  their  health. 
Their  hours  should  be  reasonably  short.  Their  working  conditions  f-hould  Ye  health- 
ful and  fitted  to  their  needs.  And  their  pay,  when  they  do  the  full  work  of  men, 
should  be  the  same  as  that  of  men. 

Nearly  all  the  States  have  laws  which  restrict  the  hours  of  service  of  women.  The 
exigency  of  war  work  is  not  so  great  that  the  railroads  should  be  perfnitted  to  employ 
women  except  under  the  restrictions  of  those  laws  and  in  classes  of  service  compre- 
hended by  them  unless  the  restrictions  prescribed  by  the  laws  are  extended  to  the 
service  and  all  proper  moral  and  sanitary  eiuroundings  are  provided. 

DISCRIMINATION  AGAINST   EMPLOYEES. 

The  investigation  of  the  commission  disclosed  many  inequalities  of  pay  in  the  same 
branch  of  service,  not  only  as  between  different  sections  of  the  country  but  in  the  same 
section.  The  attention  of  the  railroad  managers  should  be  directed  to  these  inequali- 
ties, with  a  view  to  removirg  them  whenever  the  discrimination  is  not  justified  by 
differences  in  the  efficiency  of  the  labor,  the  cost  of  living,  or  other  conditions  legiti- 
mately affecting  the  rate  of  wages.  In  every  case  where  the  same  service  is  rendered 
there  should  be  the  same  pay  without  regard  to  sex  or  race. 

Members  of  organizations  and  nonmembers  must  stand  upon  the  same  footing. 
In  some  branches  of  the  service,  and  this  is  peculiarly  true  of  those  leaet  paid,  there 
are  no  organizations,  or,  if  any,  they  are  limited  in  their  membership  and  restricted 
in  their  locality.  But  whether  organized  or  unorganized,  the  purpose  must  be  duly 
to  consider  every  branch  of  the  service  and  to  accord  fair  treatment  to  all. 

SALARIES   OP   OFFICIALS. 

In  carrying  out  the  direction  to  the  commission  to  "make  a  general  investigation 
of  the  compensation  of  persons  in  the  railraod  service,"  the  investigation  obviously 
included  a  consideration  of  the  compensation  of  those  persons  who  are  classed  as 
officials.  The  commission,  therefore,  by  an  individual  "questionnaire"  which  all 
officials  were  required  to  answer,  and  also  by  a  report  obtained  from  each  railroad, 
secured  the  names  of  all  persoi^s  receiving  a  compensation  of  $5,000  and  upward, 
together  with  a  full  statement  of  the  services  performed  by  each  of  them. 

The  total  compensation  for  the  year  ending  December  31, 1917,  paid  to  such  officials 
is  approximately  130,000,000.  The  individual  salaries  varied  from  $5,000  to  $300  000. 
It  is  reasonably"^certain  from  the  facts  gathered  by  the  commission  that  a  substantial 
readjustment  of  such  salaries  may  be  made  and  the  efficient  operation  of  the  railroads 
promoted  thereby.  Such  readjustment  of  salaries,  however,  presents  an  individual 
proposition  as  applicable  to  each  official.  Some  salaries  may  well  be  abolished 
altogether,  others  greatly  reduced,  while  in  some  cases  of  lesser  paid  officials  an  in- 
crease would  be  warranted. 

The  commission  recommends  that  during  the  period  of  Government  conduct  of  the  ' 
railroads  no  salaries  paid  to  officials  who  are  not  essential  to  the  operation  of  the  roads 
shall  be  charged  as  part  of  the  operating  expenses,  and  that  a  careful  study  be  made 
of  the  proper  relation  between  the  salaries  of  the  higher  officials  and  those  of  their 
subordinates  with  a  view  to  readjustments  in  the  interest  of  the  highest  efficiency 
of  the  service. 

PERMANENT   WAGE  TRIBUNALS. 

There  should  be  constituted  a  tribunal  or  tribunals  to  continue  the  study  of  railroad 
labor  problems,  composed  in  part  at  least  of  men  experienced  in  this  kind  of  work, 
for  as  to  these  problems  there  can  be  no  finality.  Couditions  are  ever  changing  and 
new  adjustments  must  from  time  to  time  be  made,  and  there  should  always  be  an  exist- 
ing tribunal  authorized  to  take  present  appropriate  action.  Many  complaints  have 
been  made  to  us  by  individuals  and  groups  of  men  which  it  was  impossible  for  us 
to  investigate,  and  which  should  be  investigated  and  redress  afforded  if  the  complaints 
are  well  founded.  Among  these  are  differences  of  pay  where  there  are  no,  or  only 
negligible,  differences  in  the  services  rendered.  Conditions  of  employment  are 
described  which,  if  the  descriptions  be  true,  demand  amelioration.  A  commission 
for  eaoh  of  the  general  divisions  of  the  railroad  system  would  undoubtedly  be  fully 
occupied  for  a  long  time  in  dealing  with  such  matters.     In  the  meantime,  the  man- 
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agers  or  other  oflicials  operating  the  several  roads  could  do  much  to  improve  the 
situation  by  dealing  with  the  conditions  on  their  respective  roads. 

It  would  be  impossible  to  magnify  the  importance  of  the  American  system  of  rail- 
roads in  the  conduct  of  this  war.  The  country  is  vast,  and  has  been  developed  upon 
a  plan  which  makes  each  section  dependent  upon  all  others.  In  no  other  one  par- 
ticular are  we  so  truly  interdependent  as  in  our  industrial  life.  No  one  section  lives 
to  itself  alone,  and  none  of  our  great  industries  draws  its  materials  from  the  \dcinage 
or  finds  its  markets  near  at  hand.  In  a  word,  our  industries  are  national  in  an  uncom- 
mon sense.  The  steel  that  is  fabricated  into  a  shell  in  Pennsylvania  comes  from 
Minnesota,  and  the  copper  from  Montana.  The  spruce  struts  that  support  the  wings 
of  our  aeroplanes  grow  in  Oregon,  while  the  cotton  which  covers  the  wings  comes 
from  the  South.  These  will  serve  to  make  clear  how  entire  is  our  dependence  upon 
the  railroads  and  those  who  operate  them. 

That  England  should  want  for  bread  because  American  railroad  equipment  was 
unwisely  distributed,  or  unnecessarily  immobile,  is  a  thing  not  to  be  explained  to  the 
Englishman,  who  regards  our  system  of  railroads  and  our  method  of  railroading  as  the 
model  for  the  world,  excelling  either  public  or  private  systems  elsewhere. 

For  our  needs  and  for  our  pride  this  standard  of  superiority  must  be  maintained, 
and  to  this  end  no  other  one  thing  will  so  greatly  conduce  as  wisdom  and  justness  in 
dealing  with  the  actual  workers  on  the  roads.  WTiat  has  been  here  done  is  perhaps 
all  that  can  be  done  now.  The  spirit  which  prompted  the  commission  should  not  be 
permitted  to  languish  or  to  flatten  out  into  expensive  inefficiency.  The  labor  prob- 
lem is  never  one  exclusively  of  wages  or  hours.  WTien  it  does  become  no  more,  then 
the  human  element  has  gone  out  of  the  management,  it  has  become  too  remote  in 
space  or  in  spirit  to  make  good.  The  table  of  wage  increases  presented  in  this 
report  we  urge  should  be  construed  in  the  largest  spirit  of  liberality,  so  as  to  draw 
forth  from  the  men  a  recognition  of  that  sense  of  reciprocity  which  it  speaks — ^good 
wages  for  good  service.  Ihe  policy  comes  from  above;  its  sympathetic  application 
must  be  left  to  those  below. 

We  desire  in  closing  this  report  to  express  our  most  sincere  appreciation  of  the 
services  rendered  to  the  commission  by  P^rederick  W.  Lehmann,  as  counsel;  by 
William  A.  Ryan,  as  secretary;  by  Edward  J.  Barcalo,  Riley  L.  Redpath,  and  Lathrop 
Brown,  as  the  board  of  examiners;  and  by  William  A.  Hathaway,  J.  C.  Bowen,  Charles 
P.  Neill,  Fred  A.  Burgess,  A.  O.  Wharton,  and  C.  W.  Hillman,  as  special  statisticians. 

Respectfully  submitted. 

Fr.vnklin  K.  L.\ne. 
Charles  C.  McChord. 
.7.  Harry  Covington. 
William  R.  Willcox. 

Appendix  I. 

FRENCH    AND   BRITISH    RAILROAD    WAGE   ADJUSTMENTS. 

Special  Statistician  W.  A.  Hathaway,  at  the  instance  of  the  commission,  made  a 
study  of  the  methods  adopted  by  the  British  and  French  Governments  to  adjust  the 
wages  of  railroad  employees  to  meet  the  war  emergencies.  His  report  is  hereto 
appended. 

railways     in     GREAT    BRITAIN     DURING    THE     WAR— GOVERNMENT    CONTROL — LABOR 

AND   WAGES. 

[Prepared  under  the  direction  of  W.  A.  Hathaway.] 

March  13,  1918. 
This  report  contains  a  brief  summary  of  such  phases  of  British  railway  experience 
during  the  war  as  it  is  believed  will  be  of  special  interest  in  connection  with  the 
inquiry  of  the  Railroad  Wage  Commission.     The  summary  has  been  prepared  from 
the  information  immediately  available. 

CONDITIONS    OF   GOVERNMENT   CONTROL   OF   RAILWAYS. 

The  lei^islation  under  which  the  British  Government  was  empowered  to  assume 
control  of  the  railway  systems  of  the  country  was  in  existence  many  yeai-s  before  the 
beginning  of  the  war.  The  Civil  War  in  the  United  States  had  shown  the  value  of 
railways  for  military  purposes;  and  the  Franco-Prussian  War  proved  conclusively 
that  railways  were  absolutely  essential  to  the  conduct  of  all  military  operations.  The 
lesson  of  this  war  was  immediately  recognized  by  Great  Britain,  and  in  1871  the 
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regulation  of  the  forces  act  was  passed.  Although  minor  legislation  had  previously- 
been  enacted  as  to  the  regulation  of  the  railways  to  military  needs,  and  although  a 
email  number  of  relatively  unimportant  laws  were  subsequently  passed,  the  regula- 
tion of  the  forces  act  of  1871  was  the  fundamental  legislation  which  provided  for  Gov- 
ernment control  of  railways  for  military  purposes.  Section  16  of  this  act  authorized 
the  secretary  of  state,  in  any  emergency  in  which  it  might  be  expedient  that  the 
Government  have  control  over  the  railroads  of  the  United  Kingdom,  to  empower  any 
person  or  persons  to  take  possession  "of  any  railroad  in  the  United  Kingdom  and  of 
the  plant  belonging  thereto,  or  of  any  part  thereof,"  and  it  was  under  the  provisions 
of  this  section  of  the  act  that  on  August  4,  1914,  the  King,  by  order  in  council,  declared 
that  the  Government  was  to  assume  control  of  the  railroads  in  Great  Britain,  this 
control  to  be  "exercised  through  an  executive  committee,  composed  of  general  mana- 
gers of  railways,  which  has  been  formed  for  some  time,  and  has  prepared  plans  with  a 
view  to  facilitating  the  working  of  these  provisions  of  the  act."  Since  the  outbreak 
of  the  war,  orders  have  been  issued  under  this  existing  prewar  legislation,  but  no 
additional  legislation  has  been  necessary,  and  the  railways  have  been  administered 
for  the  Government,  but  not  by  the  Government,  througli  a  railway  executive  com- 
mittee, the  organization  and  composition  of  wliich  was  provided  by  this  prewar  legis- 
lation. This  committee  is  made  up  of  the  general  managers  of  14  railways,  representing 
about  three-fourths  of  the  entire  steam  railway  mileage  in  Great  Britain.  The  mem- 
bers of  this  committee,  however,  have  also  continued  to  act  as  general  managers  of 
their  own  systems;  the  general  personnel  of  each  railroad  has  been  retained  as  far  as 
possible;  and  the  routine  of  operation  has  proceeded  along  much  the  same  lines  as 
before  the  outbreak  of  hostilities. 

The  act  of  1871  provided  that  Government  control  should  remain  in  force  for  one 
week  at  a  time  only,  but  could  be  prolonged  from  week  to  week  so  long  as  the 
emergency  continued,  so  that  in  practice  it  has  been  necessary  to  renew  each  week 
the  order  by  which  Government  control  was  established. 

In  regard  to  the  financial  questions  involved  in  the  establishment  of  Government 
control,  section  16  of  the  regulation  of  the  forces  act  of  1871  contained  the  following 
provisions: 

"There  shall  be  paid  to  any  person  or  body  of  persons  whose  railroad  or  plant  may 
be  taken  possession  of  in  pursuance  of  tliis  section,  out  of  moneys  to  be  provided  by 
Parliament,  such  full  compensation  for  any  loss  or  injury  they  may  have  sustained 
by  the  exercise  of  the  powers  of  the  secretary  of  state  under  this  section  as  may  be 
agreed  upon  between  the  said  secretary  of  state  and  the  said  person  or  body  of  persons, 
or,  in  case  of  difference,  may  be  settled  by  arbitration." 

To  determine  the  compensation  which  these  provisions  stipulated  was  to  be  paid  to 
the  railroads  in  case  of  Government  control,  it  was  not  necessary  to  resort  to  arbitra- 
tion, the  basis  of  compensation  being  fixed  by  means  of  a  mutual  agreement  between 
the  Government  and  the  railways.  According  to  the  terms  of  tliis  agreement,  the 
railways  placed  their  organizations  unreservedly  at  the  command  of  the  military 
authorities  for  the  transportation  of  troops  and  of  military  equipment  and  supplies, 
and  further  provided  that  military  traffic  should  be  given  priority  over  all  other  traffic. 
It  was  agreed  that  the  Government  would  not  pay  the  railroads  for  any  military  traffic, 
as  such;  but  the  Government  agreed  to  pay  each  railroad  at  certain  periodical  intervals 
(monthly)  an  amount  which  would  be  sufficient  to  bring  its  net  income  for  the  period 
to  an  amount  equal  to  the  net  income  for  the  corresponding  period  of  the  calendar 
year  1913— that  is,  the  Government  guaranteed  to  maintain  the  net  income  of  each 
road  at  the  same  amount  as  in  the  year  1913,  a  year  in  which  the  net  income  of  the 
railroads  was  the  greatest  ever  recorded— with  the  qualification  (added  later)  that  the 
amounts  so  paid  by  the  Government  to  the  railroads  during  the  last  five  months  of 
the  year  1914  would  be  sufficient  to  make  the  net  income  for  the  whole  year  of  1914 
equal  to  the  net  income  for  the  whole  year  1913.  On  the  other  hand,  if  any  railroad 
earned  a  net  income  greater  than  that  earned  during  tlie  corresponding  period  of  the 
year  1913,  it  was  required  to  turn  the  excess  over  to  the  Government.  For  the  purpose 
of  this  agreement  "net  income"  meant  the  total  revenue  derived  from  railroad  and 
subsidiary  transportation  operations,  less  expenses  of  operation  and  taxes;  that  is,  the 
net  income  before  the  deduction  of  interest,  fixed  charges,  and  dividends.  Later 
this  definition  was  modified  so  that  the  Government  would  bear  a  4  per  cent  interest 
charge  on  all  capital  invested  in  new  railway  property  since  August,  1914.  This 
agreement  was  to  continue  as  long  as  the  Government  exercised  control  over  the  rail- 
roads in  accordance  with  the  provisions  of  the  regulation  of  the  forces  act  of  1871. 

Under  the  operation  of  this  agreement  the  Government  has  paid  the  railroads  from 
5  per  cent  to  10  per  cent  of  their  normal  prewar  revenues,  whereas  the  amount  of 
Government  traffic  handled  by  the  railroads  during  the  war  has  undoubtedly  been 
considerably  in  excess  of  10  per  cent  of  their  total  traffic. 
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Since  railroad  control  was  assumed  by  the  Government  there  has  been  little  increase 
in  freight  rates,  but  passenger  rates  soon  began  to  be  increased  through  the  abolition 
of  various  forms  of  reduced  rates,  while  on  January  1,  1917,  all  passenger  rates  were 
increased  50  per  cent. 

Irish  railways.— V^hen  the  Government  took  over  control  of  the  British  railways  as 
provided  by  the  regulation  of  the  forces  act,  the  railway  systems  of  Ireland  were  not 
included.  For  more  than  two  years  after  the  outbreak  of  the  war  these  systems  con- 
tinued to  be  operated  and  controlled  by  their  own  managements,  but  by  the  end  of 
1916  the  employees  of  these  systems  were  insisting  upon  war  bonuses  as  great  as  those 
paid  railway  employees  in  Great  Britain,  and  the  Irish  railroads  announced  that  they 
could  not  meet  wage  increases  in  competition  with  the  British  Government.  Failing 
in  an  effort  to  bring  about  an  agreement  between  the  Irish  railway  managers  and  their 
employees,  the  Government  brought  the  Irish  railways  under  the  Government  control 
On  January  1,  1917,  on  practically  the  same  conditions  as  govern  the  British  railroads. 
A  distinct  railway  executive  committee  was  established,  but  the  Government  agreed 
to  maintain  the  net  incomes  of  the  railways  at  their  normal  levels. 

LABOR,    WAGES,  AND  COST  OF  LIVING. 

Labor. — Upon  the  outbreak  on  the  war  many  railway  workers  were  immediately 
drawn  into  military  service  as  members  of  territorials  or  other  reserve  forces.  Em- 
ployees of  all  ranks  in  all  parts  of  the  United  Kingdom  also  enlisted  in  large  numbers. 
The  rapid  depletion  of  skilled  railway  labor  was  soon  such  as  to  jeopardize  the  efficient 
operation  of  the  service  demanded  by  military  needs.  By  September,  1914,  the 
Government  saw  it  necessary  to  notify  all  recruiting  agencies  to  accept  no  railway 
employee  who  had  not  obtained  the  permission  of  the  head  of  his  department  to  enlist 
(though  this  permission  was  given  whenever  possible);  and  the  King  and  members 
of  the  Government  announced  that  railway  workers  were  "assisting  in  the  prosecution 
of  the  war  equally  with  their  comrades  ser\T.ng  by  land  and  sea."  In  a  number  of 
instances  it  was  even  necessary  for  the  Government  to  recall  skilled  railway  workers 
from  the  front  and  put  them  again  at  their  former  work.  Nevertheless,  by  the  middle 
of  October  some  56,000  railway  employees  had  enteied  military  ser\'ice,  a  number 
which  represented  almot  10  per  cent  of  the  total  of  some  615,000  railway  employees  in 
the  country. 

The  military  service  act  in  January,  1916,  furtlier  complicated  the  situation.  In 
this  act  railway  employees  were  not  accorded  special  consideration,  although  the  offi- 
cials of  the  roads  were  permitted  to  designate  such  employees  as  were  considered 
indespensable  to  the  effective  operation  of  the  serAdce.  By  June,  1916,  almost  100,000 
men  had  left  the  service  of  the  railways  for  ser\dce  in  the  military  forces,  and  this 
number  has  risen  to  at  least  150,000  at  the  present  time;  that  is,  nearly  25  per  cent  of 
the  total  number  of  railway  employees  prior  to  the  war,  and  probably  50  per  cent  of 
the  total  number  of  male  employees  of  military  age. 

As  the  number  of  enlistments  grew  the  railroads  turned  to  the  employment  of  women 
to  fill  the  places  of  the  men  who  had  left.  Prior  to  the  war  very  few  women  had  been 
employed  on  the  British  railways,  but  the  railroad  managers  soon  found  that  women 
were  suitable  and  efficient  in  a  wide  variety  of  occupations  which  had  previously 
been  confined  to  men,  and  women  were  employed  in  ever- increasing  numbers.  The 
trade-unions  demanded  assurances  that  this  employment  of  women  in  positions  for- 
merly held  by  men  was  an  emergency  measure,  and  would  not  prejudicially  affect 
either  the  wages  of  the  male  staff  or  the  undertaking  given  by  the  railway  companies 
as  to  the  reemployment,  on  the  conclusion  of  the  war,  of  the  men  who  had  left  their 
employ  to  serve  under  the  flag.  It  was  also  stipulated  that  the  pay  of  women  was  to  be 
fixed  at  the  minimum  pay  of  the  grades  in  which  they  were  employed.  It  is  probable 
that  the  total  number  of  women  now  employed  on  the  British  railwavs  has  reached 
100,000. 

Wages. — As  a  result  of  a  threatened  strike  of  railway  employees  in  1907,  an  agree- 
ment was  reached  between  the  railway  companies  and  their  employees  which  pro- 
vided for  the  settlement  of  disputes  by  conciliation  and  arbitration  through  the 
establishment,  for  each  railroad,  of  conciliation  boards  composed  of  representatives 
of  the  employers  and  representatives  of  the  employees.  The  working  of  these  boards, 
however,  was  not  entirely  satisfactory,  and  in  August,  1911,  there  was  a  general  rail- 
way strike  which  succeeded  in  secunng  adjustments  and  adAances  in  railway  wages. 
In  the  settlement  of  this  strike  the  conciliation  scheme  was  somewhat  modified, 
and  it  was  provided  that  the  railway  men's  unions  would  be  entitled  to  have  the 
scheme  discontinued  by  giving  a  year's  notice  any  time  on  or  after  November  6,  1913. 

After  the  settlement  of  the  strike  of  1911,  the  railway  unions  adopted  an  aggressive 
policy  designed  to  increase  their  membership  and  influence;  and  in  1913  three  of 
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the  larger  unions  combined  to  form  the  National  Union  of  Railway  Men.  The  mem- 
bership of  this  union  grew  very  rapidly,  and  in  1914  it  included  about  50  per  cent  of 
all  railway  workers  in  the  country.  On  November  C,  1913— that  is,  at  the  earliest 
moment  at  which  they  could  do  so — the  unions  informed  the  railways  that  on  Novem- 
ber 6,  1914,  they  would  withdraw  from  the  conciliation  scheme  and  would  ask  for 
further  wage  adjustments.  When  the  war  began,  negotiations  between  the  railways 
and  the  employees  were  in  progress  as  to  the  settlement  of  the  form  and  amount  of 
these  adjustments.  No  agreement  had  been  reached,  however,  but  on  October  1, 
1914,  the  railways  and  the  unions  agreed  to  continue  the  conciliation  scheme,  subject 
to  abrogation  upon  six  weeks'  notice  by  either  party.  This  agreement  constituted 
the  so-called  "industrial  truce"  appljdng  to  the  railway  industry. 

By  this  agreement,  however,  the  employees  did  not  give  up  their  demands  for 
wage  increases.  During  the  course  of  the  war  there  have  been  five  increases  in  the 
remuneration  of  male  railway  transportation  workers,  aggregating  21  shillings  ($5.11) 
per  employee  a  week.^  In  the  following  paragraphs  each  of  these  increases  is  shown 
separately  in  chronological  order;  but  in  the  accompanying  Table  II  they  are  sum- 
marized and  an  indication  is  given  of  the  relation  they  bear  to  the  average  compensa- 
tion of  employees  before  the  war.  According  to  available  information,  the  sole 
ground  upon  which  the  employees  have  demanded  increased  compensation  has  been 
the  rise  in  the  cost  of  living.  It  wall  be  noted,  too,  that  the  increases  have  been  in  the 
form  of  uniform  flat  sums  applicable  to  all  wage  groups,  the  purpose  being  that  the 
lowest  paid  men — that  is,  the  men  who  needed  the  increases  most — would  thereby 
benefit  most.  The  increases  were  given  at  first  as  "war  bonuses,"  but  before  long 
the  "bonus"  form  of  payment  became  unacceptable  to  the  employees,  and  in  the 
siunmer  of  1917  the  "war  bonuses"  were  converted  into  wages.  The  present  cost 
of  the  increases  has  been  estimated  by  the  railway  executive  committee  at  $160,000,000 
a  year,  but  with  the  exception  of  one-quarter  of  the  first  bonus,  which  was  borne  by 
the  railway  companies,  all  the  increases  have  been  guaranteed  by  the  Government. 

First  increase. — When  the  war  broke  out  the  unions  were  demanding  an  increase 
of  5  shillings  per  week  for  all  ranks  of  employees,  and  in  January,  1915,  this  demand 
was  repeated.  After  negotiations  with  the  railway  companies,  however,  on  February 
13,  1915,  an  agreement  was  reached  whereby  the  companies  granted — 

"A  bonus  of  3  shillings  per  week  to  be  paid  to  all  employees  available  for  duty  whose 
standard  rate  of  wage  is  under  30  shillings,  and  2  shillings  to  employees  whose  standard 
rate  of  wage  is  30  shillings,  or  more,  the  first  payment  to  be  made  in  the  week  com- 
mencing the  15th  of  February,  1915." 

The  average  bonus  was  accordingly  about  28.  6d.  per  week,  or  about  one-half  of 
the  amount  demanded  by  the  unions. 

Second  ina-ease. — The  continued  rise  in  commodity  prices  soon  made  the  employees 
feel  that  this  bonus  was  inadequate,  and  the  unions  again  asked  that  a  flat  increase  of 
5  shillings  per  week  be  given  to  all  employees.  On  October  16,  1915,  the  railways 
agreed  to  this  demand  and  it  was  stipulated  that,  beginning  with  the  week  ending 
October  23,  1915,  employees  recei\dng  a  2-shilling  bonus  would  receive  an  additional 
bonus  of  3  shillings,  while  employees  receiving  a  3-shilling  bonus  would  receive  an 
additional  bonus  of  2  shillings.  The  aggregate  bonus  for  all  adult  male  employees 
thus  became  5  shillings  a  week.  The  agreement  granting  this  bonus  provided  that 
the  unions  would  not  present  further  wage  demands  so  long  as  Government  control 
of  the  railways  continued. 

Third  increase. — But  the  cost  of  li\dng  continued  to  advance,  and  in  August,  1916, 
the  unions  demanded  an  additional  increase  of  10  shillings  per  week  for  all  employees, 
this  increase  being  asked  as  a  wage  increase  rather  than  a  bonus.  In_  the  first  part 
of  September  the  railways  offered  an  advance  of  3  shillings  per  week  in  addition  to 
the  existing  bonus  of  5  "shillings.  This  offer  was  unacceptable,  and  the  union  rail- 
way men  in  South  Wales  threatened  to  strike.  At  conferences  between  the  committee 
of  general  managers  of  the  railways  and  representatives  of  the  unions,  however,  a 
compromise  was  amicably  reached,  whereby  the  unions  obtained  an  additional 
bonus  of  5  shillings  per  week,  instead  of  a  wage  advance  of  10  shillings  a  week,  as  had 
been  claimed.  The  additional  bonus  was  to  be  paid  for  the  week  ending  September 
16,  1916,  and  the  aggregate  bonus  became  10  shillings  per  week. 

Fourth  increase.— Even  this  bonus  failed  to  be  satisfactory  for  long,  howeyer.  In 
March,  1917,  the  unions  again  demanded  an  additional  advance  of  10  shillings  per 
week,  but  in  negotiations  with,  the  committee  of  general  managers  they  agreed  to 
accept  one-half  of  the  amount  asked.     On  April  12,  1917,  therefore,  another  agree- 

1  Wages  of  boys  and  girls  under  18  years  of  age  and  special  arrangements  made  by  a  few  individual 
railway  companies  or  applicable  to  relatively  unimportant  grades  of  employees  are  omitted. 
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ment  was  drawn  up,  under  which  the  railways  granted  an  additional  war  bonus  of 
5  shillings  per  week,  making  the  aggregate  bonus  15  shillings  per  week  per  employee. 
The  revised  bonus  became  effective  in  the  week  commencing  April  9,  1917. 

Bonus  converted  into  uages.— On  August  8,  1917,  the  long-standing  demand  of  the 
unions  that  all  war  bonuses  be  converted  into  wages  was  accceded  to,  and  since  then 
the  wage  basis  for  figuring  payments  lor  overtime  and  Sunday  work  has  included  the 
increases  granted  during  the  war. 

Fifth  increase. — The  employees  were  still  discontented.  In  October,  1917,  the 
enginemen  and  firemen  applied  to  the  committee  on  production  (an  arbitration 
board  established  by  the  Government  for  the  settlement  of  industrial  disputes)  for 
additional  wages,  and  in  November  they  were  awarded  a  sum  of  5  shillings  a  week, 
bringing  their  aggregate  increase  to  20  shillings.  The  National  Union  of  Railway  Men 
thereupon  applied  to  the  railway  executive  committee  for  an  increase  of  10  shillings. 
On  November  29,  1917,  the  railway  executive  committee  granted  them  a  wage  increase 
of  6  shillings,  and  this  grant  later  was  extended  to  apply  to  all  classes.  The  aggregate 
wage  increases  of  adult  male  employees  on  British  railways  is,  therefore,  now  21 
shillings  (?5.11)  per  employee  per  week. 

Shopivorkers. — Railway  shopworkers  were  not  included  among  the  railway  em- 
ployees to  whom  the  above  increases  applied;  the  increases  apphdng  to  shopworkers 
have  been  determined  independently.  In  February,  1915,  shop  workers  were  given 
a  bonus  of  3  shillings  per  week.  Later  this  was  increased  to  4  shillings  for  timeworkers, 
and  10  per  cent  for  pieceworkers.  In  September,  1916,  a  further  agreement  pro\dded 
that  all  men  employed  in  railway  workshops  should  receive  an  additional  bonus  of 
5  shillings  per  week.  In  February,  1917  (for  some  shopworkers)  and  in  April,  1917 
(for  the  remaining  shopworkers),  an  additional  bonus  of  5  shillings  per  week  was 
granted ;  and  on  August  1, 1917,  another  advance  of  3  shillings  a  week  became  effective, 
these  increases  being  added  to  the  weekly  earnings  of  pieceworkers  as  well  as  appljdng 
to  timeworkers.     No  positive  information  as  to  any  later  increases  is  at  hand. 

Women. — No  demand  that  war  bonuses  be  granted  to  women  employees  (most  of 
whom  had  entered  railway  employment  after  the  war  began)  arose  until  the  second 
bonus  was  given  men  employees  in  October,  1915.  At  that  time  the  unions  took 
the  claim  of  the  women  before  the  committee  on  production  for  settlement,  but  this 
committee  decided  that  the  claim  was  not  established.  No  further  action  was  taken 
until  the  men  applied  for  a  third  bonus,  when  the  unions  submitted  the  women's 
claims  to  the  railways  with  the  result  that,  beginning  with  the  week  ending  Sep- 
tember 16,  1916,  wonaen  were  granted  a  war  bonus  of  3  shillings  per  week.  In  April, 
1917,  when  the  men  received  their  fourth  bonus,  women  employees  were  given  an 
additional  bonus  of  2s.  6d.,  making  an  aggregate  bonus  of  5s.  6d.  a  week.  On  Novem- 
ber 9, 1917,  a  fm-ther  increase  of  3  shillings  was  given,  the  aggregate  increase  of  women 
railway  employees  during  the  war  now  being  8s.  6d.  ($2.05)  a  week. 

Salaried  employees. — No  bonus  was  given  salaried  employees  until  July  1,  1916. 
On  that  date,  employees  receiving  less  than  £200  ($974)  per  year  were  granted  a 
war  bonus  of  £13  ($63.30)  per  year,  or  5  shillings  ($1.22)  a  week;  while  employees 
receiving  annual  salaries  between  £200  ($974)  and  £213  ($1,037)  were  given  a  sum 
sufficient  to  raise  them  to  £213  ($1,037).    These  bonuses  were  doubled  in  September, 

1916,  but  no  mention  of  subsequent  increases  has  been  found. 

Irish  railways. — Up  to  January  1, 1917,  the  date  when  the  Irish  railways  passed  under 
Government  control,  bonuses  of  6  shillings  a  week  had  been  given  to  enginemen  and 
5s.  9d.  to  firemen.  When  the  Government  control  was  established,  these  men  were 
granted  7  shillings  per  week  in  addition  to  their  previous  bonuses;  and  on  April  9, 

1917,  the  Irish  railway  executive  committee  granted  a  uniform  flat  bonus  of  5  shillings 
per  week  to  all  other  classes  of  railway  employees. 

Cost  of  living. — So  far  as  is  known,  the  continued  rise  in  the  cost  of  living  has  been 
the  sole  ground  upon  which  the  employees  have  based  their  demands  for  wage  ad- 
vances, it  is  certain  that  if  other  reasons  have  been  given  they  have  been  wholly 
subordinate.  The  figures  which  the  employees  have  taken  as  measurements  of  the 
rise  in  the  cost  of  living  have  generally  been  those  published  monthly  in  tlie  1  abor 
Gazette,  an  official  publication  issued  by  the  board  of  trade  up  to  July,  1917,  and  by 
the  ministry  of  labor  since  that  date.  These  figures  show  the  percentage  increases 
in  the  retail  prices  of  food  at  the  beginning  of  each  month  over  the  corresponding 
prices  in  July,  1914,  these  percentage  increases  being  shown  for  the  country  as  a 
whole,  and  for  large  towns  and  small  towns  separately.  (See  Table  I  attached.) 
The  figures  are  stated  to  be  based  upon  over  500  returns  of  predominant  prices,  col- 
lected from  retailers  having  a  working-class  trade,  relating  to  the  principal  articles 
of  food  in  every  town  with  over  50,000  inhabitants;  in  about  200  towns  with  popula- 
tions of  from  10,000  to  50,000,  and  in  about  250  representative  smaller  places.  The 
articles  included  are  beef  and  mutton  (British  and  imported),  bacon,  fish,  flour, 
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bread,  tea,  sugar  (granulated),  milk,  butter  (fresh  and  salt),  cheese,  margarine,  eggs 
(fresh)  and  potatoes.  In  arriving  at  the  general  percentage  increases  over  July,  1914, 
the  I  abor  Gazette  states  that  the  prices  of  each  article  are  combined  into  a  single 
figure  for  that  article  and  that  then  "the  several  articles  are  weighted  in  accordance 
^dth  the  proportionate  expenditure  on  them  in  prewar  family  budgets,  no  allowances 
being  made  for  the  considerable  economies  which  result  from  changes  in  dietary 
which  have  been  widely  effected  since  the  beginning  of  the  war, "  these  changes  in 
dietary  being  due  to  the  rise  in  prices  and,  in  certain  cases,  to  the  difficulty  or  im- 
possibility of  obtaining  some  articles  at  any  price.  These  percentage  increases, 
thus  compiled,  have  been  widely  disseminated  by  the  press;  railwaymen,  like  other 
workers,  are  familiar  with  them  and  have  generally  accepted  them  as  indicating  the 
rise  in  the  cost  of  living. 

In  their  earlier  negotiations  with  the  railway  managers,  the  railway  unions  used  the 
Labor  Gazette  figures  showing  the  increase  in  food  prices  in  large  towns  only,  this 
increase — as  may  be  seen  from  Table  I — being  somewhat  greater  than  that  in  small 
towns.  The  railway  managers,  however,  were  apparently  not  satified  to  accei)t  these 
figures,  and  they  secured  from  the  board  of  trade  figures  showing  the  combined  average 
percentage  increase  "in  the  cost  of  all  the  items  ordinarily  entering  into  working- 
class  family  expenditure,  including  food,  rent,  clothing,  fuel  and  light,  etc.,"  each 
item  of  expenditure  being  weighted  in  proportion  to  the  expenditure  for  that  item 
by  workingmen's  families  before  the  war.  Details  as  to  the  method  of  collecting  the 
data  as  to  the  increase  in  the  items  other  than  food  are  not  available,  but  it  is  certain 
that,  in  general,  the  final  figures  make  no  allowance  for  changes  in  the  standard  of 
living  during  the  war,  except  perhaps  in  the  item  of  clothing.  The  percentage  in- 
creases arrived  at  on  this  basis  have  not  been  published  in  the  I  abor  Gazette  except 
for  January  1  of  the  years  1916,  1917,  and  1918;  but  the  following  table  shows  that  they 
were  considerably  lower  than  the  percentage  increases  in  retail  prices  of  food: 

Average  percentage  increase  over  July,  1914- 


Retail  prices  of  food. 


Large 

towns. 


Small 
towns. 


Whole 
country. 


All  items 
ol  family 
expendi- 
ture. 


Jan.  1, 1916 
Jan.  1, 1917 
Jan.  1, 1918, 


48 
91 
111 


42 
83 
102 


45 
87 
106 


30 

60 

80-85 


-  At  the  present  time  it  appears  that  the  railway  men's  unions  have  abandoned  the 
use  of  the  average  percentage  increase  in  retail  prices  of  food  in  large  towns  as  a  base, 
for  the  London  Lconomist  of  December  1,  1917,  referring  to  the  railwajinen 'a  demand 
which  was  adjusted  on  November  29,  states; 

"The  railway  (unions')  demand  was  judiciously  handled  by  Mr.  J.  H.  Thomas, 
who  strongly  discouraged  all  suggestions  of  a  strike.  He  bases  the  men's  claim  upon 
the  increase  in  the  cost  of  li\ing,  which  the  board  of  trade  puts  at  80  per  cent  and  the 
railwaymen  at  100  per  cent. " 

Although  the  unions  may  have  reached  the  figure  of  100  per  cent  independently, 
it  will  be  noted  from  Table  I  that  it  is  exactly  equal  to  the  increase  in  the  retail  prices 
of  food  in  small  towns. 

It  now  remains  to  show,  estimating  on  the  basis  of  the  board  of  trade's  figures,  the 
average  percentage  increase  over  July,  1914,  of  both  the  retail  prices  of  food  and  the 
cost  of  living,  including  all  items  of  family  expenditure,  at  the  dates  on  which  the 
five  wage  increases  granted  to  the  adult  male  transportation  employees  of  the  British 
railways  became  eftective.  In  considering  these  figures  it  should  be  remembered 
that  they  represent  a  standard  of  living  largely  unchanged  by  the  war. 


1482    EXTENSION  or  government  control  of  railroads. 

Average  percentage  increase  over  July,  1914,  in  retail  prices  of  food  and  cost  of  living  at 
the  dates  of  the  wage  advances  given  railway  employees. 


Retail  prices  of  food. 

Large 

Small 

Whole 

towns. 

towns. 

country. 

24 

21 

23 

43 

39 

41 

69 

63 

66 

100 

91 

95 

110 

100 

105 

All  items 
of  lamily 
expendi- 
ture.' 


Feb.  15, 1915. 
Oct.  17,  1915. 
Sept.  10,  1916 
Apr.  9,  1917.. 
Nov.  29,  1917 


15 

27 

45-50 

70-75 

80-85 


»  Eliminating  increases  arising  from  inci eased  taxation. 
CONCLUSION. 

Table  II  shows,  for  about  80  per  cent  of  all  railway  employees,  the  approximate 
percentage  increase  which  the  wage  advances  during  the  war  represent  as  compared 
with  the  average  compensation  before  the  war.  Although  strict  accuracy  can  not  be 
claimed  for  this  table,  yet  there  can  be  little  doubt  that  it  reflects  actual  conditions 
in  a  general  way.  Such  qualifications  as  it  is  subject  to,  tend  to  offset  one  another; 
indeed,  inasmuch  as  the  amount  of  overtime  earnings  during  the  war  must  have  been 
greater  than  in  1913,  the  average  compensation  must  have  increased  somewhat  more 
than  the  increases  shown  in  the  table,  especially  in  \'iew  of  the  fact  that  since  August 
8,  i917,  the  bonuses  have  been  added  to  the  base  rates  of  pay  upon  which  overtime 
payments  are  calculated.  Comparing,  then,  the  average  percentage  increases  in  the 
cost  of  living  during  the  war  based  upon  all  items  of  family  expenditure  and  the  average 
percentage  increases  represented  by  the  wage  increases  during  the  war,  we  get  the 
following: 

Comparison  of  increase  (average  percentages)  in  cost  of  living  and  wage  increases  during 

the  war. 


Feb.  15,  1915. 
Oct.  17, 1915. 
Sept.  10,  1916 
Apr.  9,  1917.. 
Nov.  29, 1917. 


Increase  in     "^^'ag^ln- 

cosroHiv  ^^«i^^  °:«' 

ins  over    I    a^^^^PO 
Jiilv  1914     compon.<!a- 
July,  1914.  tiocinl913. 


From  this  table  the  conclusion  is  clear  that,  although  railway  wages  in  Great  Britain 
have  always  lagged  behind  the  cost  of  living,  each  increase  in  these  wa^es  during 
the  war  has  not  been  far  below  the  increase  in  the  cost  of  living  as  ahown  by  British 
Government  figures. 
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Table  J.— Average  percentage  increase  over  July,  1914,  in  retail  prices  of  food  in  Great 

Britain. 

[As  published  in  the  official  Labor  Gazette.] 


Date. 

Large 
towns 
(over 
50,000 
popula- 
tion). 

Small 

towns 

and 

villages. 

Whole 
country. 

Date. 

Large 
towns 
(over 
50,000 
popula- 
tion). 

Small 

towns 

and 

villages. 

Whole 
coimtry. 

Aug.  8,1914 

16 

11 

13 

13 

17 

19 

23 

126 

126 

1  28 

134 

35 

36 

37 

'      42 

43 

46 

48 

49 

51 

52 

15 

9 

11 

12 

15 

17 

20 

122 

122 

124 

129 

30 

33 

33 

38 

39 

42 

42 

44 

45 

46 

116 
110 
112 
113 
116 
18 
22 
24 
24 
26 
32 
32} 
34 
35 
40 
41 
44 
45 
47 
48 
49 

Mayl,1916 

59 

62 

65 

62 

68 

71 

81 

87 

91 

93 

97 

99 

102 

106 

109 

105 

109 

102 

110 

109 

111 

51 

55 

57 

57 

62 

66 

74 

80 

83 

85 

88 

90 

93 

98 

100 

98 

102 

93 

101 

100 

102 

55 

Sept.  12,1914 

Oct-1,1914 

June  1,1916 

July  1,1916 

59 
61 
60 
65 
68 
78 
84 
87 

Nov.1,1914 

Dec. 1,1914 

Jan.1,1915 

Aug.1,1916 

Sept.  1,1916 

Oct.  1   1916 

Feb.1,1915 

Mar.1,1915 

Apr.  1,1915 

Nov.  1,1916 

Dec.1,1916 

Jan.  1,1917 

Mavl,1915 

Feb.  1,1917 

Mar.  1,1917 

Apr.1,1917 

May  1,1917 

89 
92 
94 
98 

Juriel,1915 

Julv  1,1915 

Aug.1,1915 

Sept.  1,1915 

Oct  1,1915 

June  1,1917 

Julv  1, 1917.... 

102 
104 

Nov.  1,1915 

Dec.1,1915 

Jan.1,1916 

Aug.  1,1917 

Sept.  1,1917 

Oct.  1, 1917... 

102 
106 
97 

Feb.  1,1916 

Mar.1,1916 

Apr.  1,1916 

Nov.  1,1917 

Dec.  1,1917 

Jan.  1,1918 

106 
105 
100 

I  Figures  interpolated;  official  figures  lacking. 

Note.— The  figiu-es  in  the  table  are  based  upon  over  500  returns  of  predominant  prices,  collected  from 
retailers  having  a  w-orking-class  trade,  relating  to  the  principal  articles  of  food  in  every  town  with  over 
50,000  inhal)itants;  in  about  200  towns  with  populations  of  from  10,000  to  .50,000;  and  in  about  250  represen- 
tative smaller  places.  The  articles  included  are  beef  and  mutton  (British  and  imported),  bacon,  fish, 
flour,  bread,  tea,  sugar  (granulated),  milk,  butter  (fresh  and  salt),  cheese,  margarine,  eggs  (fresh),  and 
potatoes.  The  several  articles  are  weighted  in  accordance  with  the  proportionate  expenditure  on  them 
in  prewar  family  budgest,  no  allowance  being  made  for  the  considerable  economies  which  result  from 
changes  in  dietary  wiiich  have  been  widely  effected  since  the  beginning  of  the  war. 

Table  II. — Adult  male  railway  transportation  employees  in  Great  Britain — Approximate 
percentage  increase  of  wage  increases  during  war  over  average  compensation  in  1913. 


Number 
of 

wage 
earners, 

1913.1 

Average 
weekly 
compen- 
sation 
per 
wage 
earner 
in  1913. 

Per  cent  to  average  weekly  compensation  per  wage 
earner  in  1913  of— 

Department. 

First 
increase, 
Feb.  15, 
1915,  2s. 
(48c.)  or 
3s.  (72c.) 
weekly. 

Second 
increase, 
Oct.  17, 
1915,  5s. 
($1.22)2 
weekly. 

Tliird 
increase, 
Sept.  10, 
1916, ins. 

($2.44)1 
weekly. 

Foiu-th 
increase, 

Apr.  9, 
1917,1.5s. 

($3.65)2 
weekly. 

Fifth 
increase, 
Xov.  29, 
1917.21s. 
($.5.11)> 
weekly. 

Wav  and  works 

110,290 

57,690 
49,177 
90, 855 

5,595 
33,744 

130.027 

23,794 

3  501,172 

501,172 

$6.15 

7.00 
6.69 

7.85 

6.58 
6.46 

5.67 
7.71 
6.58 
6.58 

8  or  12 

7  or  10 
7  or  11 

6  or   9 

7  or  11 
7  or  11 

8i  or  13 

6  or   9 

7  or  11 
7  to  11 

20 

17 
18 
15i 

m 

19 

21§ 
16 
18i 
15  to  20 

40 

35 

36i 

31 

37 
38 

43 

32 

37 

35  to  40 

59 

52 
55 
464 

55i 
56§ 

64i 
47 
51i 
50 

83 

Working  stock  maintenance: 

73 

76§ 

Operating  locomotive 

65 

Traffic: 

Station  masters  and  clerks. . 

Signalmen  and  gatemen 

Ticket    collectors,    police, 

78 
79 

90 

66 

Average  of  above        

73 

Or,  say  

75  to  80 

1  The  wage  earners  given  here  represent  about  80  per  cent  of  all  employees.  Salaried  employees,  shop 
woik  'rs,  and  minor  groups  are  excluded,  but  a  small  number  of  women  and  boys  may  be  included. 

2  '1  his  sum  included  the  previous  increases  and  is  the  aggregate  increase  at  this  date. 
'Total  of  above. 

<  Ta'-en  from  Railwav  Statistics  of  the  United  States  of  America  for  the  Year  Knding  June  30, 1916,  com- 
pared with  the  Official  Reports  for  1915  and  Recent  Statistics  of  Foreign  Railways,  prepared  by  Slason 
Thompson,  bureau  of  railwav  news  and  statistics.  No  change  in  wage  scales,  as  far  as  is  known,  was  made 
during  the  first  7  months  of  1914.  (The  figures  used  by  Mr.  Thompson  were  derived  from  official  statistics 
published  by  the  British  Board  of  Trade.) 
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PRANCE — THE     RELATIONSHIP     BETWEEN     THE     GOVERNMENT     AND     THE     RAILWAYS — 
RAILWAY   WAGES — INDUSTRIAL   WAGES — COST   OF   LIVING. 

[Prepared  luider  direction  of  W.  A.  Hathaway.] 

The  relationship  hetioeen  the  Government  and  the  railways. — The  character  of  the  rela 
tionship  existing  between  the  French  Government  and  the  several  railway  companies 
of  France  is  determined  by  a  series  of  agreements  made  by  the  Government  and  the 
companies  many  years  before  the  beginning  of  the  war.  These  agreements  were 
established  primarily  for  the  purpose  of  fixing  the  conditions  under  which  the  Gov- 
ernment would  lend  its  financial  support  to  the  companies  so  as  to  enable  them  to 
extend  their  lines  into  the  less  developed  districts  of  the  country.  The  most  compre- 
hensive of  these  agreements  are  those  concluded  in  1883  between  the  Government  and 
the  six  big  companies,  the  terms  of  wliich  have  governed  the  subsequent  relations 
between  the  Government  and  the  companies. 

The  principal  provisions  of  these  agreements  were  as  follows: 

1.  The  principle  of  monopoly  in  the  respective  territories  operated  by  the  railroads 
(a  principle  which  had  been  established  as  early  as  1854)  was  reaffirmed  and  continued. 

2.  The  Government  guaranteed  a  minimum  rate  of  return  on  the  companies'  stocks; 
and  guaranteed  the  sums  necessary  for  such  annual  amortization  of  these  stocks  as 
would  enable  them  to  be  completely  amortized  by  the  dates  of  the  expiration  of  the 
companies'  charters.  The  Government  also  guaranteed  the  intere-t  upon  certain 
bonds  issued  for  the  construction  of  lines  into  the  less  developed  districts.  It  was 
provided,  however,  that  whenever  the  railways  required  a  contril)ution  from  the 
Government  to  enable  the  payment  of  the  dividends  and  interest  guaranteed  by  the 
Government  (and  to  make  proper  provision  for  amortization),  such  contributions 
should  bear  interest  at  4  per  cent,  and  should  be  added  to  the  funded  debt  of  the 
railway  companies;  and  no  dii-idends  in  excess  of  the  amount  of  dividends  guaran- 
teed were  to  be  declared  until  all  debt  of  this  character  should  be  repaid. 

3.  If,  after  the  repayment  of  all  contributions  made  by  the  Government,  the  net 
earnings  of  any  railway  should  be  greater  than  was  neces-^ary  to  provide  for  the  return 
guaranteed  by  the  Government,  the  excess  earnings  should  be  distributed  to  the 
stockholders  only  up  to  a  certain  amount  (specially  fixed  in  the  case  of  each  railroad), 
two-thirds  of  all  earnings  beyond  this  amount  being  taken  by  the  Government. 

The  terms  of  the  agreements  als  >  provide  for  the  termination  of  the  Government's 
guaranties.  In  the  case  of  the  Northern  Railway  and  the  Paris-Lyons-^lediterranean 
Railway,  the  date  of  the  termination  of  the  guaranty  was  December  31,  1914;  in  the 
case  of  the  other  railroads  the  guaranty  was  not  to  terminate  until  from  1934  to  19G0. 
The  agreements  further  stipulated  that  the  railways  were  to  become  the  property  of 
the  Government  upon  the  expiration  of  their  charters;  and  it  was  provided  that  after 
1898  the  Government  might  purchase  any  railroad,  the  purchase  price  to  be  based 
upon  tlie  net  income  of  the  road  for  a  series  of  years.  Under  the  latter  provision,  the 
Government  acquired  the  Western  Railroad  in  1909. 

Sucn  were  the  agreements  fixing  the  relations  between  the  Government  and  the  rail- 
way companies  up  to  the  outbreak  of  the  war.  In  the  case  of  the  roads  for  which  the 
Government  guaranties  do  not  expire  for  a  number  of  years,  war  conditions  have  neces- 
sitated no  change  in  this  relationsliip;  interest  payments  and  minimum  dividend 
payments  have  continued  to  be  guaranteed  by  the  Government  in  accordance  with 
the  terms  of  the  agreements  of  1883.  In  the  case  of  the  Northern  Railroad  and  the 
Paris-Lyons-Mediterranean  Railroad,  however,  the  Government  guaranties  were  due 
to  expire  on  December  31,  1914;  and  as  a  result  of  conditions  arising  from  the  war, 
both  companies  found  themselves  facing  heavy  deficits.  Some  form  of  financial 
assistance  was  therefore  required  by  these  companies.  A  pro\ision  was  accordingly 
incorporated  into  a  general  financial  bill  wliich  gives  these  railroads  the  privilege  of 
capitalizing,  through  the  issuance  of  bonds,  any  amount  by  which  their  operating 
revenues  fall  short  of  the  amount  required  to  meet  interest  charges  and  to  pay  divi- 
dends at  the  minimum  rate  previously  guaranteed  by  the  Government.  This  pro- 
vision applies  to  the  period  of  the  war;  and  it  was  enacted  into  law  on  December  26, 
1914,  that  is,  five  days  before  the  expiration  of  the  Government  guaranties  fixed  by  the 
agreements  of  1883. 

Such  is  the  situation  as  it  stands  at  present.  A  project  has  recently  been  intro- 
duced into  Parliament,  however,  which  provides  for  the  replacement  of  the  present 
method  by  which  the  Government  assists  the  railroads  (or  allows  them  to  assist  them- 
selves) by  a  system  which  will  provide  financial  assistance  uniformly.  The  terms  of 
this  project  are  briefly  as  follows: 

Rates  are  to  be  immediately  increased  by  15  per  cent.  During  the  continuance  of 
hostilities,  and  for  one  year  thereafter,  the  revenues  accruing  from  this  rate  increase 
are  to  be  pooled  and  distributed  among  the  roads,  this  distribution  to  be  based  upon  a 
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comparison  of  the  annual  operating  ratios  of  the  roads  for  each  year  included  in  the 
period  with  the  corresponding  operating  ratios  for  the  year  1913.  Upon  the  expira- 
tion of  the  first  year  after  the  war,  each  company  is  to" retain  the  revenues  accruing 
from  the  rate  increase— collected  by  it;  but  when  the  amount  of  such  revenues  is  suffi- 
cient to  meet  the  operating  deficit  and  to  repay  the  debt  of  the  railroad  to  tlie  Govern- 
ment, the  railroad  shall  turn  over  70  per  cent  of  these  revenues  for  distribution  among 
the  other  companies.  When  in  three  consecutive  years  two  or  more  railways  shall 
have  had  excess  revenues  of  this  character  to  turn' over  for  distribution  among  the 
remaining  companies,  the  increase  of  rates  shall  be  reduced  from  15  per  cent  to  10  per 
cent  ou  all  railways.  Furthermore,  when  for  two  consecutive  years  after  such  reduc- 
tion to  10  per  cent,  two  or  more  railways  shall  have  had  excess  revenues  for  distribu 
tion  among  the  other  railways,  the  rates  shall  be  reduced  to  an  increase  of  only  5  per 
cent  over  their  present  level.  When  two  or  more  railways  shall  still  have  excess  reve- 
nues derived  from  the  increase  in  rates  for  two  consecutive  years,  the  rates  shall  be 
returned  to  their  present  state. 

Latest  reports  indicate  that  this  project,  possibly  with  some  minor  modifications 
will  be  adopted  by  Parliament.  ' " 

Railway  wajes. — So  far  as  the  available  information  shows,  it  was  not  until  early  in 
1917  that  any  provision  was  made  to  compensate  railway  employees  for  the  increased 
cost  of  living.  In  the  spring  of  1917  an  agreement  was  concluded  between  the  various 
railway  systems  and  was  sanctioned  by  Parliament,  according  to  the  terms  of  which 
certain  classes  of  railway  workers  were  granted  wage  increases,  these  increases  to  be 
effective  as  from  November  1,  1916,  and  to  continue  until  one  year  after  the  cessation-' 
of  hostilities.  These  increases,  however,  did  not  apply  to  any  employee  receiving 
more  than  3,600  francs  ($695)  per  year  unless  the  employee  had  children  under  16 
years  of  age;  and  no  increase  of  any  character  was  granted  to  any  employee  receiving 
over  6,000  francs  ($1,158)  per  year. 

The  amounts  of  the  increases  were  as  follows: 

(a)  In  the  case  of  all  unmarried  employees  and  all  married  employees  without  chil- 
dren under  16  years  of  age  receiving  3,600  francs  ($695)  or  less  per  year: 

Fifteen  per  cent  on  the  portion  of  salary  or  wages  up  to  and  including  1,200  francs 
($232)  and 

Ten  per  cent  on  the  portion  of  salary  or  wages  between  1,200  francs  ($232)  and  1,800 
francs  ($347). 

(6)  In  the  case  of  married  employees  having  one  or  more  children  under  16  years  of 
age  and  receiving  6,000  francs  ($1,158)  per  year  or  less: 

Fifty  francs  ($9.65)  per  annum  for  the  first  child. 

One  hundred  francs  ($19.30)  per  annum  for  the  second  and  third  child. 

Two  hundred  francs  ($38.00)  for  each  additional  child. 

In  the  case  of  employees  receiving  3,600  francs  ($695)  per  year  or  less,  the  increases 
allowed  for  dependent  children  were  in  addition  to  the  increases  under  (a). 

These  increases  are  to  be  paid  to  the  employees  monthly  by  the  railway  companies; 
but  the  companies  are  to  be  reimbursed  by  the  Government  for  the  expense  involved , 
provided  that  during  the  period  which  the  wage  increases  apply — that  is,  during 
the  period  from  November  1,  1916,  to  one  year  after  the  cessation  of  hostilities — 
the  companies  shall  not  have  been  authorized  to  increase  their  rates.  If  rates  shall 
be  increased  during  this  period,  the  companies  must  refund  to  the  Government  all 
payments  made  for  increased  wages  by  turning  over  to  the  Government  one-fifth  of 
the  revenue  accruing  from  the  increased  rates. 

The  approximate  effect  of  the  increases  in  the  case  of  employees  with  no  children 
and  employees  with  two  dependent  children  was,  then,  as  follows: 


Annual  salary  or  wages. 


Approximate 

average  wivh 

children. 


Increase  for 
employees 
with  two 
children. 


$232  or  less . 
8232  -$347 . . 
$347-$521  ... 
$521-$6!)5  . . . 

$695-926 

$926-$l,158.. 
Over  $1,158. 


Per  cent. 
15 
14 

7 


Per  cent. 


30 
24 
16 
Hi 
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As  the  increase  in  the  cost  of  living  since  the  beginning  of  the  war  was  about  SO 
per  cent  at  the  time  these  increases  took  effect,  they  were  generally  quite  inadequate 
except  in  the  case  of  the  lowest  paid  employees  who  had  dependent  children.  In 
June,  1917,  therefore,  a  second  increase  was  granted,  based  upon  a  sliding  scale  after 
the  manner  of  the  first  increase,  but  applying  to  all  employees.  This  increase  was 
as  follows: 

Thirty  per  cent  on  the  portion  of  salary  or  wages  up  to  and  including  1,200  francs 
($232)  per  year. 

Fifteen  per  cent  on  the  portion  of  salary  or  wages  between  1,200  francs  ($232)  and 
1,800  francs  ($347)  per  year;  and  10  per  cent  on  the  portion  of  salary  or  wages 
between  1,800  francs  (|347)  and  3,600  francs  ($695)  per  year. 

No  change  was  made  in  the  allowance  for  dependent  children  granted  with  the 
first  increase,  nor  in  the  provisions  for  the  method  of  payment  of  the  increase  by  the 
companies. 

The  following  table  shows  the  approximate  effect  of  this  increase: 


Annual  salary  or  wages. 

Approximate  average  in- 
crease for  empioyets— 

With  no  chil- 
dren. 

With  two 
children. 

$232  or  less 

Per  cent. 
30 
27 
22 
19 
15 
12 
7 

Per  cent. 
46 

$232-$347 

37 

$347-S521 

29 

$621-S;t595 

23i 

$695  -$92"^ 

18^ 

$92()-$l,15S 

15 

$1, 158-$2,316 

8 

From  the  information  available,  the  most  definite  conclusion  that  can  be  drawn 
is  that  at  the  present  time: 

1.  The  lowest  paid  employees  have  received  wage  increases  which,  on  the  whole, 
fully  or  nearly  compensate  them  for  the  increase  in  the  cost  of  living. 

2.  Employees  who  are  in  or  near  the  median  group  in  the  wage  scale  have  received 
increases  probably  generally  fully  one-half  as  great  as  the  increase  in  the  cost  of 
living. 

3.  Employees  in  the  relatively  higher  salary  groups  have  received  increases  only 
from  about  20  per  cent  to  30  per  cent  as  great  as  the  increase  in  the  cost  of  living. 

Industrial  ivages. — The  best  available  statistics  as  to  the  trend  of  industrial  wages 
in  France  during  the  war  are  those  collected  by  the  Government  labor  inspectors 
during  the  course  of  a  special  investigation  and  published  in  the  Bulletin  de  las 
Statistique  Generale  de  la  France  for  July,  1917.  These  statistics  show  the  daily 
wages  in  1913  and  in  1916  in  30  occupations  in  the  larger  industrial  establishments 
throughout  France  on  the  basis  of  a  10-hour  day.  The  percentage  increases  in  the 
wages  of  male  workmen  in  each  occupation  at  the  end  of  1916  over  wages  in  1913  ia 
given  in  the  following  table: 

Percentage  increase  over  1913  in  industrial  ivages  at  the  end  of  1916. 

Laborers :  I'er  cent  increase. 

Metal  trades 32 

Paper  and  chemicals 30 

Building. 34 

Woodworking 29 

Textiles 22 

Leather .  . . . , 45 

Food  products 37 

Miscellaneous 30 

Not  reported 29 

Average  for  laborers 32 
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Skilled  workmen:  Per  cent  Increase. 

Millers,  grist 22 

Weavers 22 

Cutters,  tailors' 20 

Cutters,  shoes 23 

Harness  makers 25 

Saddlers 23 

Wheelwrights 24 

Sawyers,  mechanical 22 

Turners,  wood 19 

Hammersmiths 21 

Stampers 24 

Strikers 25 

Blacksmiths 23 

Firemen,  large  boilers 23 

Engineers,  steam 21 

Electricians,  installers 25 

Fitters,  mechanics 28 

Turners,  rough 34 

Turners,  finishers 31 

Borers 33 

Packers , 22 

Average  for  skilled  workmen 25 

According  to  these  figures,  the  average  increase  in  wages  of  the  lower  paid  laborers 
(32  per  cent)  has  been  somewhat  greater  than  that  of  skilled  workmen  and,  at  the 
date  of  the  figures,  had  about  equaled  the  increase  in  the  cost  of  living.  At  the 
same  date  the  average  increase  in  the  wages  of  skilled  workmen  (25  per  cent)  had 
been  about  80  per  cent  of  the  increase  in  the  cost  of  living. 

Cost  of  living. — In  France  the  Government  statistics  as  to  the  cost  of  living  are  those 
collected  by  the  general  statistical  office  and  published  in  the  Bulletin  de  la  Statistique 
Generale  de  la  France.  The  statistics  are  based  upon  returns  from  the  mayors  of  every 
city  (except  Paris)  of  more  than  10,000  inhabitants  giving,  for  periods  of  three 
months,  the  average  retail  prices  of  13  commodities  in  general  use  in  working- 
men's  families.  The  13  commodities  are  bread,  ham,  bacon,  butter,  eggs,  milk, 
cheese,  potatoes,  beans,  sugar,  table  oil,  kerosene,  and  fuel  alcohol.  The  articles 
are  weighed  in  accordance  with  the  proportionate  exepnditure  on  each  article  as 
disclosed  by  an  investigation  in  1910  of  the  expenditures  of  workmen's  families 
of  four  persons  in  Paris,  and  a  general  average  is  obtained  for  the  entire  group  of 
commodities.  According  to  the  figures  for  the  whole  of  France,  thus  derived,  the 
average  prices  during  the  war  relative  to  those  in  the  first  quarter  of  1913  have  been 

as  follows: 

Relative  average  prices. 

First  quarter,  1913 100 

Third  quarter,  1914 99^ 

First  quarter,  1915 110 

Third  quarter,  1915 122 

First  quarter,  1916 132 

Second  quarter,  1916 137 

Third  quarter,  1916 141 

Fourth  quarter,  1916 145 

On  this  basis,  the  increase  in  average  prices  in  France  during  the  war  up  to  the 
end  of  1916  was  about  45-50  per  cent.  This  result  has  been  substantially  confirmed 
by  other  official  figures.  A  similar  but  independent  calculation  of  price  levels  in 
the  city  of  Paris  from  July,  1914,  to  October,  1916,  showed  an  increase  at  the  latter 
date  of  38  per  cent.  An  investigation  of  the  average  monthly  expenditure  for  board 
and  lodging  by  an  unmarried  wwkman  in  1916  as  compared  with  1911  showed  an 
increase  of  41  per  cent  during  that  period. 

Of  course,  these  figures  are  incomplete  and  might  be  subjected  to  considerable 
criticism, but  it  is  a  matter  of  serious  doubt  whether  the  collection  and  compilation  of 
more  detailed  data  would  alter  the  results  to  any  great  extent.  The  figures  have 
been  prepared  by  a  branch  of  the  French  Government,  and  they  must  be  regarded 
as  the  latest  and  best  available. 

According  to  these  figures,  then,  the  average  percentage  increase  in  retail  prices 
of  food  during  the  war  up  to  the  end  of  1916  was  approximately  45-50  per  cent.  If 
it  be  assumed  that  the  trend  of  increase  in  1916  was  maintained  during  1917,  the 
percentage  increase  in  retail  prices  of  food  in  1917  would  fall  within  the  following 
ranges: 
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Approximate  average  percentage  increase  in  retail  prices  of  food  during  the  war. 

,  ['.'■.  Percent. 

Jan.  1,  1917 45-50 

June  30,  1917 55-60 

Dec.  31,  1917 65-70 

If  allowance  be  made  for  the  items  of  family  expenditure  other  than  food — on  the 
basis  of  the  corresponding  allowance  made  by  the  British  Government — the  per- 
centage increase  in  all  items  of  working-class  family  expenditure,  that  is,  in  the  cost 
of  living,  would  be  approximately  as  follows: 

Approximate  average  percentage  increase  in  cost  of  living  during  the  ivar. 

Per  cent. 

Jan.  1,  1917 30-35 

June  30,  1917 38-43 

Dec.  31,  1917 45-EO 

The  conclusion  that  the  cost  of  living  in  France  from  the  beginning  of  the  war 
up  to  the  present  time  has  increased  about  50  per  cent  is,  it  is  believed,  not  far  from 
representing  actual  conditions  in  so  far  as  they  can  be  measured. 

Appendix  II. 

COST   OF   Ln^ING   DURING   1917  AND    1918  COMPAKED  TO   PREWAR   PERIOD. 

The  commission  instituted  an  exhaustive  inquiiy  reaching  into  all  parts  of  the 
United  States.  It  sent  special  agents  into  various  sections  ofthe  country  to  gather 
original  data  respecting  the  existing  increase  in  the  cost  of  li\'ing.  A  canvass  was 
also  made  by  many  newspapers  of  the  country  among  the  working  classes,  and  the 
data  thus  obtained,  together  with  informatioi>  gathered  and  submitted  to  the  com- 
mission by  those  who  spoke  on  behalf  of  the  employees,  was  compiled  by  the  Bureau 
of  the  Census  under  the  supervision  of  Special  Statisticians  W.  A.  Hathaway  and 
J.  C.  Bowen.  That  compilation  and  the  records  of  the  Bureau  of  Statistics  of  the 
Department  of  Labor  form  the  basis  of  the  attached  report,  wherein  the  statistical 
information  respecting  the  existing  cost  of  living  in  America  thus  assembled  is  sum- 
marized and  analyzed. 

April  25,  1918. 

Sir:  Supplementing  our  report  on  the  increase  in  the  cost  of  li\'ing  based  on  relative 
price  changes,  submitted  March  14,  1918:  In  view  of  the  further  rise  in  prices,  par- 
ticularly house  rents  and  clothing,  and  making  allowance  for  substitutions  referred 
to  in  the  report  under  the  caption  "Limitation  of  the  results,"  we  believe  that  the 
per  cent  increase  for  the  different  income  groups  from  December,  1915,  to  date  is 
about — 

For  incomes  up  to  $600,  43  per  cent. 

For  incomes  from  $600  to  $1,000,  41  per  cent. 

For  incomes  from  $1,000  to  $2,000,  40  per  cent. 
Respectfully, 

W.  A.  Hathaway, 
J.  C.  BowEN. 

To  Hon.  Franklin  K.  Lane, 

Chairman  Railroad  Wage  Commission,  Washington,  D.  C. 


Washington,  D.  C,  March  14,  1918. 
Sir:  We  submit  herewith  a  final  report  covering  two  independent  investigations 
made  especially  for  and  at  the  direction  of  the  commission,  of  the  increase  in  the 
cost  of  living  during  the  present  war.     The  report  is  in  two  parts: 
Part  I.  Relative  price  changes. 
Part  II.  Family  budgets. 

Since  there  was  no  material  rise  in  prices  until  the  latter  part  of  1915,  the  investi- 
gations were  confined  to  the  period  1915-1917. 

Respectfully,  W.  A.  Hathaway, 

J.  C.  Bowen, 
Special  Statisticians,  Railroad  Wage  Commission. 
To  Hon.  Franklin  K.  Lane, 

Chairman  Railroad  Wage  Commission. 
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PART   I.    RELATIVE    PRICE   CHANGES. 

Relative  prices. — The  increase  in  the  various  items  of  the  family  budget  from 
January  1,  1916,  to  January  1,  1918,  were  ascertained  to  be: 

Per  cent. 

Food 52 

Rent 10 

Clothing 44 

Fuel  and  light 31 

Sundries 35 

Appended  Table  1  shows  these  increases  by  the  three  official  rlassifif  ation  territories 
of  the  Interstate  Commerce  Commission  and  compares  them  with  the  increases  shown 
by  other  recent  studies. 

Combined  iveighted^  averages. — Weighting  the  above  increases  according  to  the 
proportion  of  expenditure  for  each  item  for  different  sized  incomes  gives  the  following 
combined  per  cents  of  increase: 

Families  with  incomes  up  to — 

Per  cent. 

$600 1  40 

$600  to  $1,000 38 

$1,000  to  $2,000 37 

Limitation  of  the  results. — The  above  figures  show  how  much  more  it  would  have 
cost  to  live  on  January  1,  1918,  than  on  January  1,  1916,  pro\ided  the  standards  of 
living  remained  the  same.  They  may,  however,  fall  short  of  showing  the  true 
increases  by  as  much  as  4  or  5  points  for  the  following  reason: 

It  is  impossible  to  determine  accurately  the  relative  increase  in  the  cost  of  li'v'ing, 
even  in  normal  times,  and  more  difficult  when  prices  are  rising  rapidly,  at  which 
time  cheaper  articles  are  substituted  by  both  the  producer  and  consumer.  This 
is  an  inherent  difficulty  in  all  such  studies  and  can  not  be  entirely  overcome  by 
any  statistical  methods.  In  view  of  this,  the  figures  should  be  interpreted  as  con- 
servative and  applied  in  a  general,  rather  than  a  precise,  way. 

Purchasing  poiver  of  the  dollar. — On  the  basis  of  a  40  per  cent  increase  in  the  cost 
of  living  the  purchasing  power  of  the  workingman's  dollar  is  71  cents.  Statements 
have  occurred  frequently  in  the  press  of  late  that  the  purchasing  power  of  the  dollar 
is  now  only  50  cents,  compared  with  prewar  times.  This  is  based  on  a  100  per  cent 
increase  in  wholesale  commodity  prices  ("Bradstreet  &  Dun  indices),  which  is  not  a 
true  measure  of  the  increase  in  cost  of  li\'ing. 

Variation  by  localities. — Although  there  was  considerable  variation  in  the  relative 
prices  for  the  various  items  as  between  the  three  I.  C.  C.  territories  (Table  1),  the 
per  cents  of  increase  for  all  items  combined  showed  such  slight  differences  that  they 
were  disregarded. 

Weights  used.- — Table  2  shows  the  weights,  i.  e.,  the  proportion  of  expenditures 
for  each  item,  used  in  arriA'ing  at  the  combined  per  cents  of  increase.  Similar  figures 
of  other  well-known  budgetary  studies  are  shown  in  comparison. 

Sources  of  basic  data  and  methods  of  compilation — Food. — The  United  States  Bureau 
of  Labor  Statistics'  retail  price  quotations  on  22  articles  of  food  were  used.  These 
are  monthly  quotations  secured  from  42  large  cities  in  different  parts  of  the  country. 
This  comniission  computed  the  index  number  for  the  individual  cities  and  com- 
bined the  cities  into  I.  C.  C.  classification  territories  of  eastern,  s()uthern,  and  western. 
The  indices  for  the  three  territories  were  combined  into  a  United  States  index  by 
weighting  each  according  to  ratio  of  population  in  each  territory. 

Rent. — The  commission  collected  ^  its  own  figures  on  house  rents,  first  by  direct 
inquiries  to  real  estate  agents  in  the  42  cities  mentioned  under  "Food,"  and  second 
by  field  investigations  of  its  own  agents.  These  inquiries  indicated  that  the  rise 
in  rents  had  just  begun  during  the  latter  part  of  1917.  The  increases  in  each  territory 
were  combined  into  United  States  totals  by  weighting  according  to  population. 
Appendix  A  shows  the  form  used. 

Clothing.— Frices  on  clothing  were  also  secured  ^  by  the  commission  by  direct 
inquiries  to  retail  merchants  in  the  42  large  cities.  Price  quotations  on  the  various 
classes  of  articles  of  male  and  female  wearing  apparel  were  secured  for  December, 
1915,  and  December,  1917.     The  quotations  were  combined  by  weighting  each  class 

1  The  per  cents  for  specified  incomes  under  $600  would  be:  Incomes  up  to  $200,  42  per  cent;  $200  to  $400, 
41  per  ce-t;  and  $400  to  $600,  40  per  cent.  ^    .  .^.       ,.     .._    ^t   -^  .,  o    * 

s  The  commission  was  assisted  in  collecting  the  data  on  house  rents  and  clothmg  by  the  Uiuted  States 
Chamber  of  (  ommerce. 
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according  to  the  proportion  of  expenditure  for  each.  The  ratios  for  each  territory 
were  combined  into  United  States  ratios  by  weighting  according  to  population. 
See  Appendix  B  for  forms  used,  which  also  shows  the  weights  used  for  each  class 
of  apparel.  On  account  of  the  substitution  of  cheaper  grades  of  articles,  especially 
woolen  apparel,  the  increase  of  44  per  cent  shown  for  all  clothing  is  believed  to 
be  low. 

Fuel  and  light. — The  retail  price  quotations  on  anthracite  and  bituminous  coal 
secured  by  the  United  States  Bureau  of  Labor  Statistics  in  January  of  each  year 
from  the  42  large  cities  were  used.  No  increase  was  assumed  for  gas  or  electricity. 
These  quotations  were  checked  against  reports  of  the  United  States  Fuel  Admin- 
istration. The  price  quotations  for  bituminous  coal  were  used  for  the  southern  and 
western  territories;  a  weighted  average  of  anthracite  and  bituminous  for  the  eastern 
territory.  Territorial  ratios  were  combined  into  United  States  totals  by  weighting 
according  to  population. 

Sundries. — The  increase  in  each  important  item  of  this  sundry  group  was  ascertained 
in  various  ways.  Increases  on  amusements,  travel,  liquors,  tobacco,  postage,  etc., 
stipulated  by  the  recent  war- tax  law  were  applied.  Special  inquiry  was  made  of  large 
retail  drug  stores  for  drugs  and  medicines.  The  remaining  items  were  arbitrarily 
estimated;  no  increase  was  allowed  for  some  items.  The  increases  for  each  item  were 
combined  by  weighting  according  to  the  proportion  of  expenditure  for  each,  as  shown 
in  the  United  States  Bureau  of  Labor  study  of  1901,  somewhat  adjusted  to  meet  present 
conditions.  No  attempt  was  made  to  differentiate  between  the  three  1.  C.  C.  terri- 
tories.   The  following  shows  the  increase  for  each  item  and  the  weights  used: 


Item. 


Weights. 


Insurance 

Organization  dues 

Religion  and  charity 

House  furnishing 

Books  and  papers 

Amusements  and  vacations 

Liquors  and  tobacco 

Sickness  and  death 

All  other 

Total 


I  From  Philadelphia  study  of  United  States  Shipping  Board. 


» Doctors'  bills,  medicines,  etc. 


Table  1. — Comparison  of  relative  increase  in  specified  items  of  expenditure  as  determined 

by  four  independent  studies. 


Jan.  1, 1916,  to  Jan.  1, 1918— 

June.  1916, 

to 
Feb.,  dis- 
united 
States 
Shipping 
Board 
(Pacific 
Coast 
study.) 

Year  1915 

Railroad  Wage  Commission. 

United 

States 

Bureau 

of  Labor 

Statistics 

(PhUadel- 

phia(Pa.) 

study  for 

Shipping 

Board). 

to 

year  1917— 

Family 

Item. 

Eastern 
Territory. 

Southern 
Territory. 

Western 
Territory. 

United 

States. 

budgets 

collected 
by 

Railroad 
Wage 

Commis- 
sion.! 

Food 

Per  cent. 
52 
15 
43 
37 
35 

Per  cent. 

56 

5 

50 
25 
35 

Per  ccTit. 

47 
7 
41 
27 
35 

Per  cent. 
52 
10 
44 
31 
35 

Per  cent. 
51 
3 
46 
23 
40 

Per  cent. 
52 
16 
74 
49 
35 

Percent. 
40 

Rent 

10 

Clothing 

29 

Fuel  and  lights... 
Sundries 

35 
IS 

1  These  are  not  true  relative  increases,  but  are  some  indication  of  the  substitution  and  economies  prac- 
ticed with  respect  to  "  food,"  "clothing,"  and  "sundries."    (See  Pt.  II.) 
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These  ratios  were  used  in  arriving  at  the  combined  per  cents  of  increases  for  all 
items  of  family  expenditures,  from  January  1,  1916,  to  January  1,  1918,  as  given  in 
Part  I.  See  also  Table  4  of  Part  II.  The  ratios  for  specified  incomes  under  $600  were 
taken  from  the  United  States  Bureau  of  Labor  report  of  1901,  adjusted  to  bring  up  to 
date.    These  per  cents  as  adjusted  were — 


Income. 

Food. 

Rent. 

Clothing. 

Fuel. 

Sundries. 

Total. 

Tip  to  $200 

57 
55 
53 
52 

15 
16 
17 
17 

10 
10 
11 
■  2 

7 

7 

7 

11 

12 
12 
12 

Per  cent. 
100 

$200  to  $300 

100 

$300  to  $400 

100 

$400  to  $500 

100 

PART   II.    FAMILY   BUDGETS. 

Family  budgets  giving  incomes  and  expenses  in  detail  for  the  calendar  years  1915 
and  1917  were  secured  by  the  commission  through  newspaper  editors  in  selected  cities 
in  different  parts  of  the  country.  The  results  furnished  fresh  data  on  the  proportion 
of  expenditures  for  each  main  item  of  the  family  budget,  and  also  threw  some  light  on 
the  relation  of  expenses  to  income  in  1915  compared  with  1917.  Appendix  C  shows  the 
form  of  questionnaire  used. 

Table  3  gives  a  brief  summary  of  the  results,  and  chart  No.  1  illustrates  the  relation  of 
expenses  to  income.  These  results  must  be  used  with  caution,  since  they  are  at  best 
nothing  more  than  a  composite  of  careful  guesses,  as  very  few  families  keep  trustworthy 
records.  The  "Annual  income"  shown  for  the  different  territories  and  income  groups 
must  not  be  accepted  as  showing  a  differential  in  wage  scales.  The  variation  is  purely 
accidental  due  to  the  varying  size  (income)  of  families  selected  by  the  editors.  The 
amountof  "Surpluses  "and  "Deficits  "should  be  interpreted  as  tendencies  rather  than 
precise  amounts  or  relationships. 

Table  4  shows  the  per  cent  distribution  of  total  expenses  by  objects  of  expenditure. 
These  ratios  are  generally  consistent  with  other  budgetary  experience.  (See  Table  2 
of  Pt.  1.) 

Table  5  gives  the  per  cent  increase  in  the  total  income  and  total  expenses  reported 
for  1915  and  1917.  For  all  of  the  265  budgets  combined  the  increase  in  income  was  10 
per  cent  for  the  smaller  income  group  and  14  per  cent  for  the  larger,  compared  with 
27  per  cent  increase  in  expenses  for  each  group.  Tlie  increase  for  expenses  is  not  as 
large  as  the  known  increases  in  relative  prices  for  the  various  items  that  enter  into  the 
family  budget  (see  Table  1,  Pt.  1),  and  a  comparison  of  the  two  gives  some  indication 
of  the  economies  and  substititions  practiced. 

Table  6  is  a  detailed  summary  of  the  absolute  figures  shown  by  the  265  budgets 
with  the  computed  ratios  and  averages. 

Table  3. — Summary  of  results. — 265  family  budgets  collected  by  railroad  wage  commission. 
[Results  shown  are  averages  per  family.] 


Interstate       Com- 
merce     C  0  m  - 

In- 
come 
group. 

Num- 
ber 
of 
fami- 
lies. 

Annual  in- 
come. 

Annual  ex- 
penses. 

Net  sur- 
phis  or 
deficit. 

Number  of  families  re- 
porting— 

mission  territory. 

1915 

1917 

1915 

1917 

1915 

1917 

Sur- 
plus. 

re- 

flcit. 

Sur- 
plus. 

Pe- 
fleit. 

Eastern  

/       1 
I       2 
/       1 
I       2 
/       1 
\        2 

62 
49 
8 
24 
50 
72 

$698 
1,269 

822 
1,376 

787 
1,234 

S792 
1,451 

903 
1,507 

837 
1,422 

$720 
1, 150 

716 
1,224 

741 
1,111 

$944 
1,469 

914 
1,508 

900 
1,412 

I  $22 
119 
106 
152 
46 
123 

I  $152 
118 
Ul 

>1 
163 

10 

27 
41 
5 
18 
23 
55 

31 
8 
2 
3 
17 
12 

7 
24 

5 
11 
12 
37 

52 

2 

Western 

12 
30 

31 

Total,  United 
States 

{    i 

120 
145 

743 
1,269 

818 
1,446 

728 
1,143 

924 
1,447 

15 
127 

1105 
11 

55 
114 

50 
23 

24 
72 

84 
56 

Total  1  and  2. 

265 

1,031 

1,162 

955 

1,210 

76 

148 

169 

73 

96 

140 

I  Deficit. 


group  No.  1  comprises  families  with  incomes  up  to  $1,000. 

group  No.  2  comprises  families  with  inconi-s  from  $1,000  to  $2,000. 


Income  b'""^  *■ 
Income  group  N 
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Chart  No.  1. — Per  cent  expenses  are  of  income,  265  family  budgets  collected  by  railroad 

commission. 

[The  ratios  under  100  indicate  a  surplus;  those  over  100  a  deficit.] 

I    C.  C.  territory:  group  i,  incomes  up  to  $1,000. 

Eastern — 

Average  annual  income,  $698,  1915 103 

Average  annual  income,  $792,  1917 119 

Southern — • 

Average  annual  income,  $822,  1915 87 

Average  annual  income,  $903,  1917 101 

Western — 

Average  annual  income,  $787,  1915 9-1 

Average  annual  income,  $837,  1917 108 

Total,  United  States- 
Average  annual  income,  $743,  1915 98 

Average  annual  income,  $818,  1917 113 


ICC  territorv  group  2,  incomes  from  si, goo  to  S2,ooo. 

Eastern — • 

Average  annual  income,  $1,269,  1915 91 

Average  annual  income,  $1,451,  1917 101 

Southern — 

Average  annual  income,  $1,376,  1915 89 

Average  annual  income,  $1,507,  1917 100 

Western — 

Average  annual  income,  $1,234,  1915 90 

Average  annual  income  $1,422,  1917 99 

Total,  United  States- 
Average  annual  income,  $1,269,  1915 90 

Average  annual  income,  $1,446,  1917 100 

Note. — For  base  figures  see  Table  3. 

Table  4. — Per  cent  distribution  of  total  expenses,  265  family  budgets  collected  by  railroad 

commission. 


I.  C.  C.  territory. 


Eastern: 

1915.. 

1917.. 
Southern: 

1915.. 

1917.. 
Western: 

1915.. 

1917.. 


Total, United  States.... 

Income  up  to  ?600 

Incomp  ?60n  to  S1,000. . . 
Income  §1,000  to  $2,000. 


Food. 


Rent. 


<  &o 


1915 


6a 

o  s* 


Clothing.. 


O  3 


1915 


Fuel  and 
light. 


1915 


1917 


Sundries. 


1917 


Total. 


100 
100 


100 
100 


100 
100 


1915 


100 
100 
100 
100 


100 
100 


100 
100 


100 
100 


100 
lOO 
100 
100 


Income  group  No.  1  comprises  families  with  incomes  up  to  $1,000. 
Income  group  No.  2  comprises  families  with  incomes  up  to  $1,000  to  $2,000. 


Table  5.- 


-Per  cent  increase,  1915  to  1917,  of  265  family  budgets  collected  by  railroad  wage 
commission. 


C.  territory. 

Annual  income. 

Annual  expenses. 

I.  c. 

Group  1." 

Group  2.2 

Group  1. 

Group  2. 

Per  cent. 
14 
10 
6 
10 

Per  cent. 
14 
10 
15 
14 

Per  cent. 
31 
28 
22 

Per  cent. 

28 

23 

27 

Total,  United  States 

27 

27 

1  Income  group  No.  1  comprises  families  with  incomes  up  to  $1,000. 

2  Income  group  No.  2  comprises  families  with  incomes  up  to  $2,000. 
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Appendix  III. 

EMPLOYEES     OP     RAILROADS,    DECEMBER,   1917,    GROUPED   BY   MONTHLY   RATES   OP  PAY. 

This  statement  is  compiled  from  the  returns  of  class  1  railroads  and  certain  switch- 
ing and  terminal  companies,  made  to  the  commission  in  response  to  its  request.  The 
rates  of  pay  are  for  the  standard  month  discharged  of  all  compensation  for  overtime  or 
extra  service,  and  constitute  a  table  of  wages,  not  of  earnings,  for  the  month  named. 
The  railroads  included  in  this  summary  will  be  found  listed  in  Appendix  IX.  For 
comparative  purposes  the  returns  are  separately  presented  for  each  district,  and  for 
the  United  States  as  a  whole. 

Statement  of  the  number  of  employees  of  all  class  1  sivitching  and  terminal  railroads  in 
the  United  States,  graded  according  to  their  monthly  rates  of  pay. 

(For  comparative  purposes  this  statement  shows  separately  the  number  of  employees  In  each  grade,  in 
each  district,  and  in  the  United  rftates  as  a  whole.] 


(1) 

Eastern 
district. 

(2) 

Southern 
district. 

(3) 

Western 
district. 

(4) 

Total  for 
United 
States. 

(5) 

Per  cent 

by  classes. 

(6) 

Cumulative 
per  cent. 

(7) 

830  or  less 

8,319 

5,626 

8,289 

11,167 

14,841 

40,185 

71,060 

101,054 

76,078 

70,947 

77,285 

60,660 

53,750 

49, 497 

45,374 

55,688 

42,618 

32,895 

18,080 

13,074 

9,119 

5,814 

4,693 

2,672 

2,436 

1,113 

714 

714 

338 

717 

10,173 

18,450 

25,302 

18,381 

20,961 

18,727 

17.553 

15, 180 

15,514 

20,347 

17,416 

13,575 

11,726 

10,653 

7,8.38 

16,391 

10,613 

4,865 

5,412 

4,748 

1,924 

2, 153 

1,035 

702 

698 

296 

238 

262 

74 

210 

8,871 

8,464 

17,716 

17,930 

44,173 

50,964 

67,9.52 

65.159 

45,767 

74,108 

54,922 

48,244 

35,881 

36,316 

34,959 

45,  .589 

31,307 

20, 252 

18.323 

14,802 

5,246 

5,833 

3,342 

1,947 

2,015 

711 

551 

558 

258 

644 

27,363 

32,  .540 

51,307 

47,178 

79,975 

109,876 

1.56,565 

181,693 

137,3,59 

165,402 

149,624 

122,479 

101,3.57 

96,466 

88,171 

117,668 

84,. 538 

.58,012 

41.815 

32,624 

16,289 

13,800 

9,070 

5,321 

5, 149 

2,120 

l,o03 

1,.534 

670 

1,571 

1.41 

1.68 

2.65 

2.45 

4.11 

5.67 

8.07 

9.37 

7.08 

8.  .53 

7.72 

6.32 

5.23 

4.97 

4.  .55 

6.07 

4.36 

2.99 

2.16 

1.68 

,84 

.71 

.47 

.27 

.26 

.11 

.08 

.08 

.03 

.08 

1.41 

$30  to  $35 

3.09 

$35  to  $40 

5.74 

840  to  $45 

8.19 

$45  to  $50 

12.30 

$50  to  855 

17.97 

$55  to  $00 

26.  04 

$60  to  $65 

35.41 

$05  to  $70 

42.49 

$70  to  $75 

51. 02 

$75  to  $80 

58. 74 

$80  to  $85      

65.06 

$85  to  $90 

70.29 

$90  to  $95 

7.5. 26 

$95  to  8100 

79.81 

$100  to  $110 

85.88 

$110  to  $120 

90.24 

$120  to  $130 

93.23 

$130  to  8140 

95.39 

8140  to  $150 

97.07 

$150  to  $160 

97.91 

8160  to  $170 

98. 62 

8170  to  $180 

99.09 

81S0to$190..... 

$190  to  $200 

99.36 
99. 62 

$200  to  8210 

99.73 

$210  to  $220 

99.81 

$220  to  $230 

99.89 

$230  to  $240 

99.92 

8240  to  $250 

100.00 

Total 

884,818 

291,777 

702,804 

1,939,399 

100.00 

Appendix  IV. 

AVERAGE    MONTHLY  EARNINGS    FOR    1915,  1916,  AND    1917,  BY    OCCUPATIONAL    CLASSES. 

The  tables  next  attached  show  the  average  earnings  per  month  of  employees  in  each 
occupational  class,  in  each  district,  and  for  the  United  States  as  a  whole,  separately 
presented  for  each  of  the  years  1915,  1916,  and  1917.  This  data  was  compiled  as  to 
1915  and  1916  from  the  reports  of  carriers  to  the  Interstate  Commerce  Commission  and 
for  1917  from  reports  of  carriers  to  this  commission. 
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EXTENSION  OF  GOVERNMENT  CONTROL  OF  RAILROADS.      1501 

EMPLOYEES   AND    THEIR    COMPENSATION     FOR    THE     YEAR    ENDED    DECEMBER   31,    1917, 
ARRANGED   BY   OCCUPATIONS. 

This  statement  is  compiled  from  returns  made  to  this  commission  on  Interstate 
Commerce  Commission's  Annual  Report  Form  No.  561,  for  the  year  ended  December 
31,  1917.  Employees  in  this  statement  are  grouped  according:  to  the  occupational 
classification  of  the  Interstate  Commerce  Commission.  It  will  be  noted  that  this 
table  gives  the  average  number  of  employees  in  each  class  throughout  the  year,  and 
that  this  average  number  in  total  (1,740,479)  is  about  11  per  cent  below  the  actual 
number  employed  during  December  (1,939,399).  It  is  assumed  by  this  commisston 
that  the  actual  number  emploj'-ed  in  December  (1,939,399)  will  more  correctly  rep- 
resent the  average  number  of  employees  for  1918  than  the  average  number  employed 
in  1917  (1,740,479). 

Employees  and  their  compensation,  all  class  1  railroads  in  the  United  States — Number  of 
employees,  amount  of  service  received,  and  compensation  paid  during  year  ended  Dec. 
SI,  1917. 

[Compiled  from  reports  of  railroads  on  Interstate  Commerce  Commission  Annual  Report  Form  561.] 


Class  of  employees. 


Average 

number  of 

employees 

in  serviceo 

during  year. 


Total  num- 
ber of  hours 

on  duty 
during  year. 


Total  num- 
ber of  days 

on  duty 
during  year. 


Total  compensa- 
tion during  yeaii 


1.  General  officers,  $3,000  per  annum  and  up- 

ward  

2.  Genera!  officers  below  S3,000  per  annum 

3.  Division  ollicers,  $3,000  per  annum  and  up- 

ward  

4.  Division  oTicers  below  $3,000  per  annum.. 
.5.  Clerks,  S90fl  per  annum  and  upward  (ex- 
cept No.  37) 

6.  Clerks  below  $900  per  annum  (except  No.  37) 

7.  Messengers  and  attendants 

8.  Assistant  en-^rinecrs  and  draftsmen 

9.  M.  W.  and  S.  foremen  (excluding  Nos.  10 

and  28) 

10.  Section  foremen 

11.  General  foremen,  M.  E.  department 

12.  Can's;  and  other  foremen,  M.E.  department. 

13.  Machinists 

14.  Boiler ma'-ers 

15.  Blac  A-smit  hs 

16.  Masons  and  bricklayers 

17.  Structural  ironworkers 

18.  Carpenters 

19.  Painters  and  upholsterers 

20.  Electricians 

21.  Air-brake  men 

22.  Car  inspectors 

23.  Car  repairers 

24.  Other  skilled  laborers 

25.  Mechanics'  helpers  and  apprentices 

26.  Section  men 

27.  Other  unskilled  laborers 

28.  Foramen  of  construction  gangs  and  work 
trains 

29.  Other  men  in  construction  gangs  and  work 
trains 

30.  Traveling  a'zents  and  solicitors 

31.  Employees  in  outside  genCies 

32.  Otiier  traffic  employees 

33.  Train  dispatchers  and  directors 

34.  Telegraphers,  telephoners,  and  block  op- 

erators   

35.  Telegraphers  and  telephoners  operating 

intcrloc'-ers 

36.  Levermen  (nontelegraphers) 

37.  Telegrapher-clerks 

38.  Agent-telegraphers 

39.  Station  agents  (nontelegraphers) 

40.  Station  masters  and  assistants 

41.  Station  service  emolovees  (e.xcept  Nos.  5, 

fi,  37,38,39,  40,  and  66) 

42.  Yardmasters 

43.  Yar(!-naster's  assistants  (not  yard  clerks). 

44 .  Yard  engineers  and  mot  ormeh 

45.  Yard  fireman  and  helpers 

46.  Yard  conductors  (or  foremen) 


4,318 
3,521 

1,305 
9,457 

85,687 
99,697 
8,547 
12,150 

8,054 

40,407 

1,577 

18,131 

41,181 

13,017 

8,156 

1,396 

877 

.53,393 

11,129 

9,656 

5,962 

19.893 

67,004 

53.262 

86,203 

242,226 

108,211 

2,592 

37,115 

5,908 

1,726 

616 

5, 143 

20,602 

7,677 
3,557 
11,185 
19,303 
14,424 
593 

116,323 
3,874 
2,. 585 
19,891 
20,520 
19,635 


245,117,273 
281,773,544 


124,117,713 

40,133,696 

23, 043., 526 

3,972,393 

2, 480,, 540 

155,937,230 

30.404,063 


19,801,781 
78,584.709 
197,198,416 
164, 703., 536 
252,895,590 
759.085,790 
337, 179, 735 

8,631,041 

113,054,036 


15,602,618 

61,064,719 

22,714.054 
12,366,076 
36,178,442 
70,508,187 


366,310,478 


1,428,5.56 
1,132,288 


464,042 
3,381,225 


2,893,712 
3,748,322 

2,806,218 

14,174,516 

600, 197 

6,783,394 


3,458,109 


1,867,567 
538,166 
210,562 


5,338,591 
225,025 


66,618,779 
66,467,646 
64,489,786 


1,452,080 
989, 215 


$29,244,538.42 
6,449,134.77 

5,012,751.93 
17,621,068.28 

104,963,266.41 
67,914,5.55  36 
4,394,036.42 
13,882,454.55 


9,664 
35,827 

2,606 
24,531 
.57.496 
18.564 
10, 270 

1,292 

888 

50, 255 

10,563 

9,968 

6,468 
22.736 
66,562, 
56,822, 
70,944. 
146.242 
75,638 


526.34 
332.21 
375.09 
302. 71 
,555  79 
185.40 
325.77 
369. 09 
017.88 
554. 44 
149. 81 
595. 15 
383.63 
289.74 
501.32 
449.07 
567.05 
578. 78 
677.00 


2,668,168.64 

23,356,473.58 

9,693,276.34 

1,824,651.97 

818,221.37 

9,242,391.46 

18,860,599.08 

7.3.33,299.50 
3,034,420.14 
9.973,792.07 
18,308,252.20 
14,990.496.79 
761,096.07 

81,756,470.73 
7,025.469.27 
4,449,886.15 
35,750,187.57 
22,-571,249.70 
31,224,089.36 


1502      EXTENSION   OF   GOVERNMENT   CONTROL   OF  RAILROADS. 

Employees  and  their  compensation,  all  class  1  railroads  in  the  United  States — Number  of 
employees,  amount  of  service  received,  and  compensation  paid  during  year  ended  Dec. 
SI,  i9'i 7— Continued. 


Class  of  employees. 

Average 

number  of 

employees 

in  service 

during  year. 

Total  num- 
ber of  hours 

on  duty 
during  year. 

Total  num- 
ber of  days 

on  duty 
during  year. 

Total  compensa- 
tion during  year. 

47.  Yard  brakemen  (switchmen  or  helpers) . . . 

50,209 

5,135 

4,037 

8,137 

55,607 

33,949 

36.625 

26,985 

67,364 

13,186 

12,984 

10,559 

154,485,503 

19.502,896 

15,333,741 

32.514,451 

213.438,176 

103.497,717 

104.396,091 

88.764,719 

212,395.265 

,32.122,898 

30.815,962 

28.123.ai5 

$66,984,978.87 

4,342,729.47 

2.713,485.72 

60  Hostlers        

10,124,849.89 

46.512.722.65 

71,553.146.08 

46  633  363.61 

50  050,199.73 

80,975,428.19 

56.  Road  passenger  engineers  and  motormen  . 

57.  Road  passenger  firemen  and  helpers — ... 

29.420,698.06 

17.579,531.65 

20.748.809.45 

5,430  1       15.488,313 
14,722         38,210,421 
3,549           9.602.410 

6,386,101.56 

60.  Road  passenger  brakemen  and  flagmen. . . 

16.094.430.91 

2.900,500.05 

16,238 
1,347 
9  410 

6,203,805 
589,209 

8  699  5:?3. 16 

1,026,350.32 

S.=;  020  S.=iQ 

9  027  289.94 

4  1                 3.3rtl 

343. 34 

11,512 
5,806 
19,598 

4,299,589 
2,246,330 
7,203,9^7 

10,338,286.87 

4,898,811.19 

13.047,689.07 

Total 

1,740,079 

4,754,151,835 

72,034,635 

1,750,527,314.18 

ESTIMATE    OP    INCREASED    COST    RESULTING    FROM    COMMISSION'S    AWARD,    BASED    ON 

DECEMBER,   1917. 

An  estimate  of  the  probable  effect  of  the  new  rates  upon  the  cost  of  operating  the 
railroads  during  1918  is  presented  in  the  table  next  attached. 

This  estimate  is  made  by  applying  to  the  average  monthly  earnings  of  each  class 
of  employees,  the  rate  per  cent  of  increase  prescribed  for  that  amount  as  disclosed 
by  the  table  of  increased  rates  in  the  main  body  of  the  report. 

The  figures  contained  in  this  table  do  not  include  the  increases  awarded  to  those 
employees  who  are  in  the  service  of  what  are  known  as  Class  II  and  Class  III  roads, 
under  the  Interstate  Commerce  Commission's  classification,  nor  do  they  include  those 
of  the  sleeping  and  parlor  car  companies.  All  of  the  above,  in  so  far  as  they  are  under 
Government  control,  come  within  the  conclusions  of  this  report. 


EXTENSION  OF  GOVERNMENT  CONTROL  OF  RAILROADS.      1503 


Statement  showing,  as  to  the  number  of  employees  of  all  class  1  railroads,  for  the  m,onth 
of  December,  1917,  the  aggregate  annual  compensation  that  would  have  been  earned 
if  the  same  number  of  men  were  continuously  employed  for  one  year  at  the  average  monthly 
rate  of  earnings  (a)  of  the  year  ended  June  SO,  1915  {see  column  2);  (6)  of  the  year  ended 
Dec,  SI,  1917  (see  column  3);  (c)  as  computed  by  applying  this  commission's  schedule 
of  increases  to  the  average  earnings  for  1915  {see  column  4). 


Occupations. 


(1) 

Number  of 
employees  of 
class  1  railroads 
in  service 
during  De- 
cember, 1917, 
distributed 
to  the  several 
classes  in  the 
ratio  estab- 
lished by  re- 
ports tothis 
commission  on 
Interstate 
Commerce 
Commission 
Form  No.  561 
for  the  year 
ended  Dec.  31, 
1917. 


(2) 

Computed  ag- 
gregate annual 
compensation 
of  the  number 
of  men  stated 
in  column  1, 
based  upon  the 

average 
monthly  pay- 
ment of  men 
in  the  same 
classes  during 
the  year  ended 
June  30,  1915, 
as  shown  by 
reports  to  the 
Interstate 
Commerce 
Commission. 


(3) 

Computed  ag- 
gregate annual 
compensation 
of  the  number 
of  men  stated 
in  column  1, 
based  upon  the 

average 
monthly  earn- 
ings of  men  in 

the  same 
classes  during 
the  year  ended 
Dec.  31,  1917, 
as  shown  by 
reports  of  class 
1  railroads  to 
this  commis- 
sion. 


(4) 


Computed  ag- 
gregate annual 
compensation 
of  the  number 
of  men  stated 
in  column  1, 
based  upon  the 

application 
of  the  commis- 
sion's schedule 
of  increases 
applied  to 
the  average 
monthly  earn- 
ings for  the 
year  ended 
June  30,  1915. 


1.  General  officers,  53,000  per  annum 

and  upward 

2.  General  officers,  below  $.3,000  per 

annum 

3.  Division  officers,  $3,000  per  annum 

and  upward 

4.  Division  officers,  below  $3,000  per 

annum 

5.  Clerks,  $900  per  annum  and  upward 

(except  No.  37) 

6.  Clerks,  below  $900  per  annum  (ex- 

cept No.  37) 

7.  Messengers  and  attendants 

8.  Assistant  engineers  and  draftsmen. 

9.  M.  W.  and  S.  foremen  (excluding 

Nos.  10  and  28) 

10.  Section  foremen 

11.  General  foremen,  M.  E.  department. 

12.  Gang  ar.d  other  foremen,  M.  E.  de- 

partment  

13.  Machinists 

14 .  Boiler  makers 

15.  Blacksmiths 

16.  Masons  and  bricklayers 

17.  Stnictural  ironworkers 

18.  Carpenters 

19.  Painters  ai-d  upholsterers 

20.  Electricians 

21.  Air-brake  men 

22.  Car  inspectors 

23.  Car  repairers 

24.  Other  skilled  laborers 

25.  Mechanics'  helpers  and  apprentices. 

26.  Section  men 

27.  Other  unskilled  laborers 

28.  Foremen  of  construction  gangs  and 

work  trains 

29.  Other  men  in  construction  gangs 

and  work  trains 

30.  Traveling  agents  and  solicitors 

31.  Employees  in  outside  agencies 

32.  Other  traffic  employees 

33.  Train  dispatchers  and  directors 

34.  Telegraphers,      telephoners,     and 

block  operators 

35.  Telegraphers,  and  telephoners  oper- 

ating interlockers 

36.  Tyevermen  (nontelegraphers) 

37.  Telegrapher-clerks 

38.  Agenc-telegraphers 

39.  Station  agents  (nontelegraphers) 

40.  Stat:  '.n  masters  and  assistants 

41.  Station  service  employees  (except 

Nos.  5,  6,  37,  38,  39,  40,  and  66, ... . 

42.  Yardmast-ers 

43.  Yardmasters'  assistants  (not  yard 

clerks) 


3,956 


$7,210,044 


$7,245,651 


$8,346,346 


10,569 

95,806 

111,477 
9,561 
13,576 

8,996 

45, 168 

1,765 

20, 267 

46,041 

14, 545 

9,115 

1,551 

970 

59,695 

12,431 

10,802 

6,672 

22,245 

74,918 

59,559 

96.387 

270,8.55 

121,000 

2,890 

41,503 

6,594 

1,939 

698 

5,770 

23,040 

8,592 
3,976 
12,509 
21,586 
16,116 
659 

130.075 
4,325 

2,890 


20.493,792 

108,126,648 

72,464,508 
4,149,852 
15, 219, 240 

9,962,976 

34,851,624 

2, 706, 168 

23,649,156 
47,442,492 
15,652,752 

8,445,228 

1, 223, 928 

871, 140 

45, 845. 760 

9, 420, 216 
10, 167, 708 

5,414,724 
19,614,756 
55,9.54,752 
50,794,296 
58, 283, 292 
122, 469, 792 
67,430,880 

2,926,600 

21.355.788 

9, 798, 420 

1,899,828 

6fi9, 828 

9, 208, 224 

18,289,152 

7, 059,. 128 
2,905,656 
9, 955, 104 
17,743,692 
15,013,020 
721,920 

78, 388, 404 
6,803,568 

4,119,636 


18,051,635 

117, 358, 518 

75, 942, 591 
4,915,119 
15,612,481 

10, 798, 800 

40,049,662 

2,917,121 

27.423,683 
64,282,444 
20,744,079 
11,478,337 

1,435.916 

9S2, 183 

56, 196, 873 

11,799,505 

11,151,553 

7, 238, 586 
25,423,366 
74,420,544 
63, 637, 541 
79. 322, 646 
163,  ,620, 581 
84,679,000 

2,974,850 

26,117,008 

10,819,171 

2,049,911 

927,056 

10,369,382 

21,092,659 

8,207,078 

3,391,846 

11,154,525 

20, 473, 889 

16,749,681 

845,839 

91, 421, 913 
7,843,128 

4,974,846 


23,893,712 

145,689,846 

102,174,956 

6,444,492 

20, 506, 404 

13,531,714 
49, 140, 790 
3,288,806 

31,384,795 

66, 120, 601 

21,436,444 

11,907,771 

1,725,738 

1,228,307 

64,642,522 

13.282,505 

14,336,468 

7,634,761 

27,656,806 

78,896,200 

71,619,957 

83,345,108 

187, 474, 992 

96, 426, 168 

4,095,840 

31,316,508 

12,022,661 

2,659,769 

944,467 

11,063,681 

25,787,704 

9,953,934 
4,096,975 
14,036,781 
25,018,606 
21,168,368 
980, 612 

112,096,418 
8,211,226 

6,120,290 


1504      EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS. 

Statement  shoivinq,  as  to  the  number  of  employees  of  all  class  1  railroads,  for  the  month 
of  December,  1917,  the  aggregate  annual  compensation  that  would  have  been  earned  if  the 
same  number  of  men  were  continuously  employed  for  one  year  at  the  average  monthly 
rate  of  earnings  (a)  of  the  year  ended  June  SO,  1915  (see  column  2):  (b)  of  the  year  ended 
Dec.  SI,  1917  {see  column  S);  (c)  as  computed  by  applying  this  commission's  schedule 
of  increases  to  the  average  earnings  for  1915  {see  column  4) — Continued. 


Occupations. 


(1) 

Number  of 
employees  of 
class  1  railroads 
in  service 
during  De- 
cember, 1917, 
distributed 
to  the  several 
classes  in  the 
ratio  estab- 
lished l)y  re- 
ports to  this 
commission  on 
Interstate 
Commerce 
Commission 
Form  No.  561 
for  the  year 
ended  Dec.  31, 
1917. 


(2) 

Computed  ag- 
gregate  annual 
compensation 
of  the  number 
of  men  slated 
in  column  1, 
based  upon  the 

average 
monthlv  pay- 
ment of  men 
in  the  same 
classes  during 
the  year  ended 
June  30,  1915, 
as  shown  by 
reports  to  the 
Interstate 
Commerce 
Commission. 


(3)     , 

Computed  ag- 
gregate annual 
compensation 
of  the  number 
of  men  stated 
in  column  1, 
based  upon  tne 

average 
monthly  earn- 
ings of  men  in 

the  same 
classes  dimng 
the  year  ended 
Dec.  31,  1917, 
as  shown  by 
reports  of  class 
1  railroads  to 
this  commis- 


(4) 


Computed  ag- 
gregate annual 
compensation 
of  the  number 
of  men  slated 
in  column  1, 
based  upon  the 

application 
of  the  commis- 
sion's schedule 
of  increases 
applied  to 
the  average 
monthly  earn- 
ings for  the 
vear  ended 
Jiine  30,  1915. 


Yard  engineers  and  motormen 

Yard  firemen  and  helpers 

Yard  conductors  (or  foremen) 

Yard  brakemeu  (switchmen  or  help 
ers) 

Yard  switch  tenders 

Other  yard  employees 

Host  lers 

Engine-housemen 

Road  freight  engineers  and  motor- 
men 

Road  freight  firemen  and  helpers. 

Road  freight  conductors 

Road  [rcight  brakemen  and  fiagmen 

Road  passenger  engineers  and  mo- 
tormen   

Road  passenger  firemen  and  helpers. 

Road  passenger  conductors 

Road  passenger  baggagemen 

Road  passenger  brakemen  and  flag- 
men   

Other  road  train  em ployees 

Crossing  fiagmen  and  gatemen 

Drawbridge  onerators 

Floating  equipment  employees. . 

Exnress  service  em  ployees 

Poliocmen  and  watchmen 

Other  transportation  employees. 

All  other  employees 


Total. 


Total  amount  of  such  increase. 
Per  ceni  of  increase 


22, 244 
22, 942 
21, 953 

56, 145 
5,741 
4,619 
9,096 

62, 177 

37,9.54 
40, 960 
30, 177 
75, 325 

14, 739 
14,526 
11,811 
6,070 

16, 465 
3,976 

18, 153 
l,5n 

10,531 


12, 87S 

6,497 

21,915 


1,939,399 


$33, 835, 788 
20, 920, 356 
29, 678, 700 

61, 936, 920 
4, 132,Js36 
2, 790, 036 
8, 835, 852 

42, 215,  700 

69, 569, 688 
46, 2.52, 032 
47,651,892 
77,581,740 

31,6fi3,864 

18,628,728 

21 , 765, 780 

6, 339, 264 

16,839,744 
3, 292, 128 
8,624,124 
1,004,568 
6,901,176 


$39, 980, 476 
25, 234, 364 
34, 910. 539 

74,906,413 

4, 855. 508 

3,037.310 

11,316,879 

52, 004, 843 

79. 994, 887 
52. 155, 187 
55, 969, 885 
90,543,663 

32, 885, 067 

19.667.623 

23,208,615 

7, 139, 048 

17,999.538 
3, 249, 664 
9, 726. 377 
1,152,906 

10,102,178 


$41,215,373 
29, 497,  702 
37,507,941 

84, 122,  72.5 

5, 827, 299 

3,961.851 

12. 409, 071 

59, 524, 137 

80. 394, 731 
62,079,477 
67, 382, 408 
108, 125, 671 

35. 073.  766 
23,975.173 
25, 109. 004 
8. 703, 399 

23, 409, 551 
4.641,900 

12, 980. 844 
1.416,441 
9, 730, 658 


9, 140, 808 
4,0.54,128 
13. 2f 8, 380 


11,56.5,474 
5,481,649 
14,590,130 


1,611,567,384 


1,917,419.220 


593, 805,  .5,54 
.36.85 


288,013,718 
15. 021 


12,888,539 
5,756,862 
18.  .869.  500 


2. 205, 432, 938 


Appendix  V. 

APPLICATION    OP   INCREASES   TO    ALL    CLASSES    OP   EMPLOYEES    OTHER   THAN    THOSE    IN 
TRAIN   AND   ENGINE    SERVICE. 


Except  as  othfTwise  stated  in  this  report  and  appendix,  the  award  is  to  be  applied  to 
the  straight-time  wages  of  each  position  in  the  railroad  service,  as  of  December  31 ,  1015. 

Inasmuch  as  there  have  been  reductions  of  hours  by  statute  and  by  Aoluntary  action 
of  carriers,  we  have  not  dealt  with  the  question  as  to  whether  the  reductions  of  hours 
are  tantamount  to  an  increase  in  wages.  In  some  cases  the  decrease  s  in  daily  hours 
of  work  did  effect  an  increase  in  wag(  s  arising  out  of  overtime,  but  in  other  cases  where 
the  railroads  conformed  to  an  eight  or  a  nine-hour  day  there  was  no  increase  in  the 
total  monthly  compensation.  For  this  reason  we  have  found  it  altogether  impracti- 
cable to  deal  with  decreases  in  hours  as  being  increases  in  pay. 
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NO    REDUCTION   IN   CURRENT   EARNINGS. 

In  those  cases  where  increases  have  been  made  by  the  railroads  since  December  31, 
1915,  in  excess  of  the  amounts  stated  in  the  report,  page  20,  present  wages  shall  apply, 
for  in  no  instance  shall  the  application  thereof  operate  to  reduce  present  earnings. 

APPLICATION    OF   INCREASES   TO   TIME    WORKERS. 

The  railroads  will  increase  the  rate  of  compensation  of  time  workers  as  indicated  by 
the  schedules  of  increases  included  in  this  appendix.  Each  worker  will  accordingly 
receive  an  increase  in  proportion  to  the  time  worked . 

(a)  As  to  the  employee  who  may  have  been  promoted  since  December  31,  1915,  his 
increase  will  be  based  upon  the  rate  of  his  present  position  as  of  December  31,  1915. 

(6)  As  to  the  employee  who  has  been  reduced  in  position,  his  increase  will  be  based 
upon  the  rate  of  his  present  position  as  of  December  31,  1915. 

(c)  Overtime  is  not  to  be  considered  solely  as  the  number  of  hours  in  excess  of  the 
normal  hours  per  month  of  the  position,  but  rather  the  time  employed  in  excess  of  the 
normal  hours  per  day,  and  is  to  be  paid  for  on  the  basis  of  the  increased  wage  rate  pro- 
vided for  in  the  schedules  of  increases  included  in  this  appendix. 

(d)  This  award  shall  not  disturb  existing  rules  or  schedules  with  respect  to  payment 
for  overtime. 

The  ratts  named  herein  under  the  several  headings  "New  rates,"  where  they  are 
higher  than  the  rates  in  effect  in  1918  will  be  applied  to  the  occupants  of  positions 
that  carried  the  rates  in  1915,  stated  under  the  heading  ''Old  rates." 

In  all  cases  where  the  "Nt^w  rates"  are  lower  than  the  rat^s  now  in  effect,  for  occu- 
pants of  positions  that  in  1915  carried  the  rates  named  under  the  heading  "Old  rates " — 
the  rates  now  in  effect  will  remain  undisturbed. 

The  standard  month  upon  which  the  schedule  of  increases  is  based,  consists  of  the 
number  of  hours  (whether  8,  9, 10, 11,  or  12),  constituting  the  standard  day,  multiplied  by 
26  days  for  6-day  workers,  and  30  days  for  7-day  workers.  Overtime,  where  now  called 
for  by  rules,  schedules,  or  agreements,  begins  at  the  ( nd  of  the  standard  present  day. 

These  rules  will  apply  to  foremen,  chief  clerks,  and  others  employed  in  a  supervisory 
capacity,  as  well  as  to  their  subordinates. 

Table  of  increases  of  daily  wages. 


New  rate  per 

New  rate  per 

New  rate  per 

New  rate  per 

Old 

day. 

Old 

day. 

Old 

day. 

Old 

day. 

rate 

rate 
per 

rate 
per 

rate 
per 

per 

day. 

26-day 

30-day 

day. 

2&-day 

30-day 

day. 

26-day 

30-day 

day. 

26-dav 

30-day 

month. 

month. 

month. 

month. 

month. 

month. 

montli. 

month. 

$0.75 

$1.52 

$1.40 

$2.50 

S3. 53 

$3.52 

$4.25 

$5.40 

$5.12 

$6.00 

$6.90 

$6.61 

.80 

1.57 

1.45 

2.55 

3.60 

3.58 

4.30 

5.45 

5.15 

6.05 

6  93 

6.65 

.8.5 

1.62 

1.50 

2.60 

3.67 

3.65 

4.35 

5.48 

5.20 

6.10 

6  98 

6.68 

.90 

1.67 

1.55 

2.65 

3.74 

3.71 

4.40 

5.53 

5.24 

6.15 

7.02 

6.73 

.95 

1.72 

1.60 

2.70 

3.81 

3.78 

4.45 

5.59 

5.29 

6.20 

7.06 

6.77 

1.00 

1.77 

1.65 

2.75 

3.88 

3.83 

4.50 

5.62 

5.33 

6.25 

7.11 

6.82 

1.05 

1.82 

1.70 

2.80 

3.95 

3.89 

4.55 

5.66 

5.37 

6.30 

7.15 

6.86 

1.10 

1.87 

1.75 

2.85 

4.02 

3.92 

4.60 

5.70 

5.41 

6.35 

7.19 

6.90 

1.15 

1.92 

1.80 

2.90 

4.09 

3.97 

4.65 

5.75 

5.45 

6.40 

7.23 

6.94 

1.20 

1.97 

1.85 

2.95 

4.16 

4.01 

4.70 

6.78 

5.50 

6.45 

7.28 

6.99 

1.25 

2.02 

1.90 

3.00 

4.23 

4.06 

4.75 

■  5.83 

5.54 

6.50 

7.32 

7.03 

1.30 

2.07 

1.95 

3.05 

4.30 

4.09 

4.80 

5.88 

5.59 

6.55 

7.36 

7.07 

1.35 

2.12 

2.00 

3.10 

4.36 

4.13 

4.85 

5.91 

5.62 

6.60 

7.40 

7.10 

1.40 

2.17 

2.05 

3.15 

4.41 

4.18 

4.90 

5.96 

5.67 

6.65 

7.45 

7.14 

1.45 

2.22 

2.10 

3.20 

4.48 

4.22 

4.95 

6.00 

5.71 

6.70 

7.49 

7.18 

1.50 

2.27 

2.15 

3.25 

4.55 

4.27 

5.00 

6.05 

5.76 

6.75 

7.. 53 

7.22 

1.55 

2.32 

2.22 

3.30 

4.60 

4.30 

5.05 

6.08 

5.80 

6.80 

7.58 

7.27 

1.60 

2.37 

2.29 

3.35 

4.65 

4.35 

5.10 

6.13 

5.83 

6.85 

7.61 

7.31 

l.fi5 

2.42 

2.34 

3.40 

4.70 

4.39 

5.15 

6.17 

5.88 

6.90 

7.66 

7.35 

1.70 

2.47 

2.40 

3.45 

4.72 

4.44 

5.20 

6.21 

5.92 

6.95 

7.70 

7.39 

1.75 

2.52 

2.47 

3.  .50 

4.77 

4.48 

5.25 

6.25 

5.97 

7.00 

7.75 

7.44 

1.80 

2.57 

2.54 

3.55 

4.80 

4.51 

5.30 

6.30 

6.01 

7.05 

7.78 

7.48 

1.85 

2.65 

2.61 

3.60 

4.85 

4.56 

5.35 

6.33 

6.05 

7.10 

7.83 

7.52 

1.90 

2.72 

2.68 

3.65 

4.90 

4.60 

5.40 

6.38 

6.09 

7.15 

7.88 

7.56 

1.95 

2.77 

2.75 

3.70 

4.93 

4.65 

5.45 

6.43 

6.14 

7.20 

7.91 

7.60 

2.00 

2.82 

2.82 

3.75 

4.98 

4.69 

5.50 

6.47 

6.18 

7.25 

7.96 

7.65 

2.05 

2.89 

2.89 

3.80 

5.02 

4.73 

5.55 

6.51 

6.22 

7.30 

7.98 

7.69 

2.10 

2.96 

2.96 

3.85 

5.05 

4.77 

5.60 

6.55 

6.27 

7.35 

8.04 

7.73 

2.15 

3.03 

3.03 

3.90 

5.10 

4.82 

5.65 

6. 60 

6.30 

7.40 

8.08 

7.78 

2.20 

3.10 

3.10 

3.95 

5.15 

4.86 

5.70 

6.63 

6.35 

7.45 

8.12 

7.82 

2.25 

3.17 

3.17 

4.00 

5.20 

4.91 

5.75 

6.68 

6.39 

7.50 

8.17 

7.86 

2.30 

3.24 

3.24 

4.05 

5.23 

4.94 

5.80 

6.73 

6.43 

7.55 

8.21 

7.92 

2.35 

3.31 

3.31 

4.10 

5.28 

4.98 

5.85 

6.76 

6.48 

7.60 

8.25 

7.96 

2.40 

3.38 

3.38 

4.15 

5.32 

5.03 

5.90 

6.83 

6.52 

2.45 

3.45 

3.45 

4.20 

5.36 

5.07 

5.95 

6.85 

6.56 
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Table  of  increase  in  daily  rates,  reduced  to  monthly  wages  on  basis  of  26  days  per  month, 
showing  present  rates  and  new  rates  per  month. 


Rates 

Old, 

New, 

Rates 

Old, 

New, 

Rates 

Old, 

New, 

Rates 

Old, 

New, 

per 
day. 

per 

per 

per 

per 

per 

per 

per 

per 

per 

per 

per 

month 

month. 

day. 

month. 

mouth. 

day. 

month 

month. 

day. 

month. 

mouth. 

SO.  75 

$19.  SO 

$39. 50 

$3.00 

$78. 00 

$109.  98 

$5.25 

8136.50 

S162. 61 

$7.45 

$193.70 

$211.33 

.80 

20.80 

40.80 

3.05 

79.30 

111.81 

5.30 

137.80 

163. 82 

7.50 

195.00 

212.49 

.85 

22.10 

42.10 

3.10 

80.60 

113.  24 

5.35 

139. 10 

164.68 

7.55 

196.30 

213.44 

.90 

23. 40 

43.40 

3.15 

81.90 

114.  66 

5.40 

140.  40 

165. 90 

7.60 

197. 60 

214.61 

.95 

24.70 

44.70 

3.20 

83.20 

116. 48 

5.45 

141.  70 

167.  09 

7.65 

198.90 

215. 79 

1.00 

26.00 

46.00 

3.25 

84.50 

lis.  30 

5.50 

143. 00 

168.30 

7.70 

200.20 

216. 74 

1.05 

27. 30 

47.30 

3.30 

85.80 

119. 60 

5.55 

144. 30 

169. 18 

7.75 

201.50 

218. 14 

1.10 

28. 60 

48.60 

3.35 

87.10 

120.84 

5.60 

145.60 

170. 38 

7.80 

202.80 

219.08 

1.15 

29.90 

49.90 

3.40 

88.40 

122. 11 

5.  65 

146. 90 

171.58 

7.85 

204. 10 

220.02 

1.20 

31.20 

51.20 

3.45 

89.70 

122.  84 

5.70 

14S.  20 

172. 48 

7.90 

205.40 

221.20 

1.25 

32.50 

52.50 

3.50 

91.00 

124. 10 

5.75 

149.  50 

173. 67 

7.95 

206. 70 

222.37 

1.30 

33.80 

53.  80 

3.55 

92.30 

124. 85 

5.80 

150.80 

174.  87 

8.00 

208. 00 

223  .56 

1..35 

3.5. 10 

55.10 

3.60 

93. 60 

126. 12 

5.85 

152. 10 

175.  77 

8  05 

1:09  30 

224  .50 

1.40 

36. 40 

56.40 

3.65 

94.90 

127.37 

5.90 

15:?.  40 

177.  M 

8. 10 

210.  60 

225  68 

1.45 

37.70 

57.70 

3.70 

96.20 

128. 14 

5.95 

154.70 

178. 15 

8.15 

211  93 

2:6  84 

1.50 

3^.00 

59.00 

3.75 

97.50 

129.  39 

6.00 

156.00 

179. 51 

8  20 

213. 20 

2:7  .80 

1.55 

40.30 

60.30 

3.80 

9>!.80 

130. 64 

6.05 

157. 30 

180.25 

8  25 

214.50 

228  91) 

1.60 

41.60 

61.60 

3.85 

100.10 

131.42 

6.10 

158.  60 

181. 44 

8.30 

21.5.80 

:30  13 

1.65 

42.90 

62.90 

3.90 

101.40 

132.67 

6.15 

159. 90 

182.64 

8.35 

217.10 

131  09 

1.70 

44.20 

64.20 

3.95 

102. 70 

133. 91 

6.20 

161. 20 

18:3.54 

8.40 

218.40 

232. 27 

1.75 

45.50 

65.50 

4.00 

104.00 

135. 15 

6.25 

162.  50 

1.84.  73 

8.45 

219.70 

133  43 

1.80 

46.80 

66. 92 

4.05 

105.30 

135. 95 

6.30 

163.80 

185. 93 

8.50 

221.00 

23  J.  59 

1.85 

48.10 

68.78 

4.10 

106. 60 

137. 19 

6.35 

165. 10 

186. 8:? 

8.55 

222.30 

235.55 

1.90 

49.40 

70.64 

4.15 

107.  90 

138. 42 

6.40 

166.40 

188.03 

8.60 

223.60 

236.73 

1.95 

50.70 

71.99 

4.20 

109.  20 

139. 23 

6.45 

167. 70 

189. 22 

8.65 

224.90 

237.90 

2.00 

52.00 

73. 70 

4.25 

110.  50 

140. 47 

6.50 

169. 00 

190.40 

8.70 

226.20 

238.86 

2.05 

53. 30 

75. 15  ; 

4.30 

111.80 

141. 70 

6.55 

170. 30 

191.32 

8.75 

227.50 

240.01 

2.10 

54.60 

76.99  i 

4.35 

113. 10 

142. 52 

6.60 

171.60 

192.50 

8.80 

228.80 

241.19 

2.15 

55.90 

78.  82  [ 

4.40 

114.40 

143. 76 

6.65 

172. 90 

193. 68 

8.85 

320. 10 

242.16 

2.20 

57.20 

80. 65 

4.45 

11.5. 70 

145.23  1 

6.70 

174. 20 

194. 60 

8.90 

231.40 

243.32 

2.25 

58.50 

82. 48 

4.50 

117.00 

146.20 

6.75 

175.50 

195. 79 

8.95 

232.70 

244.49 

2.30 

59.80 

84. 32 

4.  .55 

118. 30 

147.04 

6.80 

176.80 

196.97 

9.00 

234.00 

245.61 

5.35 

61.10 

86. 15  ! 

4.60 

119. 60 

148.  26 

6.85 

178. 10 

197.90 

9.05 

235.30 

246. 62 

2.40 

62.40 

87.98 

4.65 

120.90 

149.  48 

6.90 

179.40 

199. 08 

9.10 

236.60 

247.79 

2.45 

6.3.70 

89. 82 

4.70 

122. 20 

150. 32 

6.95 

180. 70 

200. 27 

9.15 

237.90 

248. 94 

2.50 

65. 00 

91.65 

4.75 

123. 50 

151.  53 

7.00 

182.00 

201.46 

9.20 

239.20  • 

249. 92 

2.55 

66. 30 

93. 48 

4.80 

124. 80 

152. 76 

7.05 

183.30 

202.38 

9.25 

240.50 

250.00 

2.60 

67.60 

95.32 

4.85 

126. 10 

15:^.60 

7.10 

184.60 

203. 56 

9.30 

241.80 

250.00 

2.65 

68.90 

97.15 

4.90 

127. 40 

154.83  1 

7.15 

185.90 

204.75 

9.35 

243. 10 

250.00 

2.70 

70.20 

98. 98 

4.95 

128. 70 

156.04 

7.20 

187.20 

205.68 

9.40 

244.40 

250.00 

2.75 

71.50 

100. 82 

5.00 

130. 00 

157.  25 

7.25 

188.50 

206.86 

9.45 

245.70 

250.00 

2.80 

72.80 

102. 65 

5.05 

131. 30 

158.11  1 

7.30 

189.80 

207.38 

9.50 

247.00 

250.00 

2.85 

74.10 

104.  48 

5.10 

132. 60 

159.32 

7.35 

191.10 

208.97 

9.55 

248.30 

250.00 

2.90 

75.40 

106.31 

6.15 

133. 90 

160.53  1 

7.40 

192.40 

210. 14 

9.60 

249.60 

250.00 

2.95 

76.70 

108. 15 

5.20 

135.  20 

161.40  I 

i 

Table  of  increases  in  daily  rates,  reduced  to  monthly  wages  on  basis  of  SO  days  per  month, 
present  rales  and  neiv  rates  per  month. 


Rates 

Old, 

New, 

Rates  1 

per 
day. 

per 

per 

per 
day. 

month. 

month. 

$0  75 

$23.25 

$43.25 

$1.75 

.80 

24.80 

44.80 

1.80 

.85 

26. 35 

46.35 

1.85 

.90 

27.90 

47.90 

1.90 

.95 

29. 45 

49.45 

1.95  1 

1.00 

31.00 

51.00 

2.00 

1.05 

32.. 55 

52.55 

2.05 

1.10 

34.10 

.54.10 

2.10 

1.15 

35.65 

55.65 

2.15 

1.20 

:i7.20 

,57.20 

2.20 

1.25 

38. 75 

.58. 75 

2.25 

1.30 

40.30 

60.30 

2.. 30 

1.35 

41.  S5 

61.85 

2.35 

1.40 

43. 40 

63.40 

2.40 

1.45 

44.95 

64.95 

2.45 

1.50 

46.50 

66., 50 

2.50 

1.55 

48. 05 

68.71 

2.55 

1.60 

49.60 

70.93 

2.60 

l.O") 

51.15 

72.63 

2.65 

1.70 

'52.70 

74.31 

2.70 

Old,        New,    ii   Rates 
per  per  per 

month. I  month,   j    day. 


Old,    I    New, 

per     '      per 

month,  month. 


$54.25 
55.80 
.57.35 
,58. 90 
60.45 
62.00 
63.55 
65. 10 
66. 65 
68.20 
69.75 
71.30 
72.85 
74.40 
75.95 
77.  .50 
79.05 
80.60 
82.15 
83.70 


$76.49 

78.68 

80.86 

83.05 

85.23 

87.42 

89.61 

91.79 

93.98 

96.16 

98.35 

100.  .53 

102.72 

104.90 

107.09 

109.28 

111.46 

113.19 

115. 01 

117. 18 


S2.75 

2.80 
2.85 
2.90 
2.95 
3.00 
3.05 
3. 10 
3.15 
3.20 
3.25 
3.30 
3.35 
3.40 
3.45 
3.50 
3.55 
3.60 
3. 65 
3.70 


$85.25 

86.80 

88.35 

89.90 

91.45 

93.00 

94.55 

96.10 

97.65 

99.20 

100.75 

102.30 

103.85 

105. 40 

106. 95 

108.50 

110. 05 

111.60 

113. 15 

114.70 


$118.81 
120. 43 
121.51 
123.12 
124.21 
125.80 
126.91 
128.00 
129. 59 
130. 70 
132. 27 
133. 39 
134.96 
136.08 
137. 64 
138.76 
139.90 
141.44 
142.  ,58 
144. 13 


Rates 
per 
day. 


$3.75 
3.80 
3.85 
3.90 
3.95 
4.00 
4.05 
4.10 
4. 15 
4.20 
4.25 
4.30 
4.35 
4. 40 
4.45 
4. .50 
4.55 
4.60 
4.64 
4.70 


Old,    I  New, 

per  per 

month,  month. 


$116.25 
117.80 
119.  :J5 
120.90 
122. 45 
124.00 
125.55 
127.10 
128.65 
130.20 
131.75 
133.30 
1.34.85 
136. 40 
137.95 
139.  .50 
141.05 
142. 60 
144.15 
145. 70 


$145.26 
146.65 
147.95 
149.48 
150.60 
152. 15 
153. 31 
154.46 
155.98 
1,57. 13 
158.65 
1,59. 81 
161.32 
162.49 
163.99 
16,5. 15 
166. 33 
167.83 
169.00 
170.50 
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Table  of  increases  in  daily  rates,  reduced  to  monthlywafics  on  basis  of  30  days  'per  month 
present  rates  and  neio  rates  per  month — Continued. 


Rates 

Old, 

Nc^v, 

Rates 

Old, 

New, 

Rates 

Old, 

New, 

Rates 

Old, 

New, 

per 

per 

per 

per 

per 

per 

per 

per 

per 

per 

per 

per 

day. 

month. 

month. 
$171.68 

day. 

mouth. 

month. 

day. 

month. 

month. 

day. 

month. 

month. 

• 

54.75 

S147.25 

85.60 

.S173.60 

.$194.21 

S6.45 

?199.95 

.1i!216. 70 

$7.30 

$226.30 

S348.96 

4.80 

14.S.80 

173.17 

5.65 

175.15 

195.40 

6.50 

201.50 

217.90 

7.35 

227.85 

240.38 

4.85 

150.35 

174.35 

5.70 

176.70 

196.86 

6.55 

203.05 

219. 13 

7.40 

229.40 

241.63 

4.90 

151.90 

175.84 

5.75 

178.25 

198.07 

6.60 

204.60 

220.56 

7.45 

230.95 

243.05 

4. 95 

153.45 

177.02 

5.80 

179.80 

199.52  ' 

6.65 

206.15 

221.78 

7.50 

232.50 

244.28 

5.00 

155. 00 

178.50 

5.85 

181.35 

200.74 

6.70 

207.70 

223.24 

7.55 

234.05 

245. 50 

5.05 

156. 55 

179.69 

5. 90 

182.90 

202.20 

6.75 

209.25 

224.44 

7.60 

235.60 

246.93 

5.10 

158.10 

180.87 

5.95 

184.45 

203. 39 

6.80 

210. 80 

225.89 

7.65 

237. 15 

248.15 

5  15 

159.65 

182.35 

6.00 

186.00 

204.86 

6.85 

212.35 

227.11 

7.70 

238.70 

249.58 

5.20 

161.20 

183.54 

6.05 

187.55 

206. 06 

6.90 

213.90 

228.. 55 

7.75 

240.25 

250.00 

5.25 

162.75 

185.01 

6.10 

189. 10 

207.27 

6.95 

215.45 

229. 76 

7.80 

241.80 

250.00 

5.30 

164.30 

186.22 

6.15 

190.65 

208. 73 

7.00 

217.00 

231.19 

7.85 

243. 35 

250.00 

5.35 

165.85 

187.68 

6.20 

192.20 

209.92 

7.05 

218. 55 

2.32.43 

7.90 

244.90 

:50.oo 

5.40 

167.40 

188.88 

6.25 

193. 75 

211.38  1 

7.10 

220. 10 

233.64 

7.95 

246. 45 

150.00 

5.45 

168.95 

190.34 

6. 30 

195.30 

212.54 

7.15 

221 . 65 

235.08 

8.00 

248.00 

1.50.00 

5.50     170.50 

191.54 

6.35 

196. 85 

214.04  ' 

7.20 

223.20 

236.30 

8.05 

249.55 

150.00 

5.55     172.05 

192.73 

6.40 

198. 40 

215.28 

7.25 

224.75 

237.74 

Table  of  increased  rates  per  hour  for  compensation  of  hourly  worlcers  showing  old  rates  in 
column  1  and  new  rates  per  hour  for  8,  9,  10,  11,  and  12  hour  worl-ers — Above  12  hours 
same  as  12. 


Old 

New  rates,  in  cents  per  hour. 

Old 

New  rates,  in  cents 

per  hour. 

hourly 

hourly 
rates  o( 

rates  of 

pay,  in 

8 

9 

10 

11 

12 

pay,  in 

8 

9 

10 

11 

12 

cents. 

hours. 

hours. 

hours. 

hours. 

hours. 

cents. 

hours. 

hours. 

hours. 

hours. 

hours. 

10.0 

19.75 

18.50 

17.75 

17.00 

16.50 

32  5 

46.00 

46.00 

45.50 

44.00 

42.50 

10.5 

20.25 

19.00 

18.25 

17.50 

17.00 

33.0 

46.75 

46.50 

46.00 

44.50 

43.25 

11.0 

20.75 

19.50 

18.75 

18.00 

17.50 

33.5 

47.25 

47.25 

46.50 

45.00 

43.50 

11.5 

21.25 

20.00 

19.25 

18.50 

18.00 

34.0 

48.00 

48.00 

46.75 

45.25 

43.75 

12.0 

21.75 

20.50 

19.75 

19.00 

18.50 

34.5 

48.75 

48.50 

47.25 

45.75 

44.25 

12.5 

22.25 

21.00 

20.25 

19.50 

19.00 

35.0 

49.50 

49.00 

47.75 

46.00 

44.75 

13.0 

22.75 

21.50 

20.75 

20.00 

19.50 

35.5 

50.25 

49.75 

48.00 

46.50 

45.25 

13.5 

23.25 

22.00 

21.25 

20.50 

20.00 

36.0 

51.00 

50.50 

48.50 

47.00 

45.50 

14.0 

23.75 

22.50 

21.75 

21.00 

20.50 

36.5 

51.50 

51.00 

49.00 

47.50 

46.00 

14.5 

24.25 

23.00 

22.25 

21.50 

21.00 

37.0 

52.25 

51.. 50 

49.50 

48.00 

46.50 

15.0 

24.75 

23.50 

22.75 

22.00 

21.50 

37.5 

53.00 

52.00 

49.75 

48.25 

47.00 

15.5 

25.25 

24.00 

23.25 

22.50 

22.25 

38.0 

53.  75 

52. 25 

50.25 

48.75 

47.25 

16.0 

25.75 

24.50 

23.75 

23.00 

23.00 

38.5 

54.00 

52.50 

50.75 

49.00 

47. 75 

16.5 

26.25 

25.00 

24.25 

23.75 

23.75 

39.0 

54.  75 

.53.00 

51.00 

49.50 

48.25 

17.0 

26.75 

25. 50 

24.75 

24.50 

24.00 

39.5 

55.  50 

53.50 

51.50 

50.00 

48.50 

17.5 

27.25 

26.00 

25.00 

25.00 

24.75 

40.0 

56.00 

54.00 

52.00 

50.25 

49.00 

18.0 

27.75 

26.50 

25.75 

25.50 

25.50 

40.5 

56.75 

54.50 

52.50 

50.75 

49.50 

18.5 

28.25 

27.00 

27.25 

26.25 

26.25 

41.0 

57.25 

55.00 

52.75 

51.25 

50.00 

19.0 

28.75 

27.50 

27.25 

27.00 

27.00 

41.5 

57.75 

55.25 

53.25 

51.75 

50.25 

19.5 

29.25 

28.00 

27.75 

27.60 

27.50 

42.0 

58.25 

55.75 

53.75 

52.00 

50.75 

20.0 

29.75 

28.75 

28.50 

28.25 

28.25 

42.5 

58.50 

56.00 

54.00 

52.50 

51.25 

20.5 

30.25 

29.50 

29.00 

29.00 

29.00 

43.0 

59.00 

56.50 

54.50 

53.00 

51. 50 

21.0 

30.75 

30.00 

29.75 

29.75 

29.75 

43.5 

59.50 

57.00 

55.00 

53.25 

52.00 

21.5 

31.25 

30.75 

30.50 

30.50 

30.50 

44.0 

60.00 

57.50 

55.50 

53.75 

52.50 

22.0 

31.75 

31.25 

31.00 

31.00 

31.00 

44.5 

60.25 

57.75 

55.75 

54.25 

53.00 

22.5 

32. 25 

31.75 

31.75 

31.75 

31.75 

45.0 

60.75 

58.25 

56.25 

54.75 

53.25 

23.0 

33. 00 

32.  £0 

32. 50 

32.50 

32.50 

45.5 

61.25 

58.50 

56.75 

55.00 

53.75 

23.5 

33.75 

33. 25 

33.25 

33.25 

33.25 

46.0 

61.50 

59.00 

57.00 

55.50 

54.25 

24.0 

34.  .'^O 

34.00 

34.00 

34.00 

34.00 

46.5 

62.00 

59.50 

57.50 

56.00 

54.50 

24.5 

35.00 

34.  .50 

34.50 

34.75 

34.75 

47.0 

62.50 

60.00 

58.00 

56.25 

55.00 

25.0 

35.50 

35.  25 

35. 25 

35. 25 

35.25 

47.5 

63.00 

60.25 

58.50 

56.75 

55.50 

25. 5 

36.00 

36.00 

36.00 

36.00 

36.00 

48.0 

63.25 

60.75 

58.75 

57.25 

55.75 

26.0 

36.  75 

36.  75 

36.  75 

36.75 

36.50 

48.5 

63.75 

61.25 

59.25 

57.75 

56.25 

26.5 

37. 50 

37.50 

37.50 

37.50 

37.25 

49.0 

64.25 

61.75 

59.75 

58.00 

56.75 

27.0 

38. 25 

38.00 

38.00 

38.25 

38.00 

49.5 

64.75 

62.25 

60.00 

58.50 

57.00 

27.5 

39.00 

38.75 

38.  75 

39.00 

38.50 

50.0 

65.00 

62.50 

60.50 

59.00 

57.75 

2S.0 

39.  f,0 

39.  50 

39.50 

39.50 

38.75 

50.5 

65.25 

62.75 

61.00 

59.25 

58.00 

28.5 

40. 25 

40.25 

40.25 

40.00 

39.25 

51.0 

65.75 

63.25 

61.50 

59.75 

58.25 

29.0 

41.00 

41.00 

41.00 

40.75 

39.  75 

51.5 

66.25 

63.75 

61.75 

60.25 

58.75 

20.5 

-41.75 

41.75 

41.  75 

41.50 

40.00 

52.0 

66.50 

64.25 

62.25 

60.50 

59.  25 

.30.0 

"  -.2.  ."-O 

42.  .10 

42.50 

42.00 

40.50 

52.5 

67.00 

64.75 

62.50 

61.00 

59.75 

30.  5 

43.  25 

43.00 

43.00 

42.25 

41.00 

53.0 

67.50 

65.00 

63.00 

61.. 50 

60.00 

31.0 

43.75 

43.  75 

43.  75 

42.  75 

41.50 

53.5 

68.00 

65.50 

63.50 

61.75 

60.50 

31.5 

44.  .^0 

44. 50 

44. 25 

4.3.00 

41.75 

54.0 

68.25 

66.00 

64.00 

62.25 

61.00 

32.0 

45.  25 

45.25 

45.00 

43.50 

42. 25 

54.5 

68.75 

66.25 

64.25 

62.75 

61.25 
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Table  of  increased  rates  per  hour  for  compensation  of  hourly  workers  showing  old  rates  in 
column  1  and  new  rates  per  hour  for  8,  9,  10,  11,  and  12  hour  workers — Above  12  hours 
same  as  12 — Continued. 


Old 

hourly 

I 

8 
hours. 

■Jew  rate 

9 
hours. 

s,  in  cent 

10 
hours. 

3  per  hour. 

11            12 
hours,     hours. 

Old 
hourly 
rates  of 
pay,  in 
cents. 

New  rates,  in  cents  per  hour. 

rates  of 
pay,  in 
cents. 

8 
hours. 

9 
hours. 

10 
hours. 

11 
hours. 

12 
hours. 

55.0 
55.5 
56.0 
56.5 
57.0 
57.5 
58.0 
58  6 

69.25 
69.75 
70.00 
70.50 
71.00 
71.50 
71.75 
72.25 
72.75 
73.25 
73.50 
74.00 
74.50 
74.75 
75.25 
75.75 
76.00 
76.50 
76.75 
77.25 
77.75 
78.25 
78.50 
79.00 
79.50 
80.00 
80.25 
80.75 
81.25 
81.50 
82.00 
82.50 
83.00 
83.25 
83.75 
84.25 
84.50 
85. 00 
85.50 
86.00 
86.50 
86.75 
87.00 
87. 50 
88.00 
88.25 
88.75 
89.25 
89.75 
90.00 
90.50 
91.00 
91.25 
91.75 
92.25 
92.75 
93.00 
93.50 
94.00 
94.50 
94.75 
95.25 
95.75 
96.00 
96.50 

66.75 
67.25 
67.50 
68.00 
68.50 
69.00 
69.25 
69.75 
70.00 
70.50 
71.00 
71.50 
72.00 
72.25 
72.75 
73.00 
73.50 
74.00 
74.50 
75.00 
75.25 
75.75 
76.00 
76.50 
77.00 
77.50 
77.75 
78.25 

78.  75 

79.  m 
79.  50 
80.00 
80.25 
80.75 
81.25 
81.75 
82.00 
82.50 
82.75 
83.25 
83.75 
84.25 
84.50 
85.00 
85.50 
85.75 
85.25 
86.75 
87.25 
87.50 
88.00 
88.50 
88.75 
89.25 
89.75 
90.00 
90.50 
91.00 
91.50 
91.75 
92.25 
92.50 
93.00 
93.50 
94.00 

64.75 
65.25 
65.75 
66.00 
66.50 
67.00 
67.25 
67.75 
68.25 
68.50 
69.00 
69.50 
70.00 
70.25 
70.75 
71. 25 
71.50 
72.00 
72.50 
73.00 
73.25 
73.75 
74.25 
74. 50 
75.00 
75.50 
75.75 
76.25 
76.75 
77.  25 
77.50 
78.00 
78.50 
78. 75 
79.25 
79.  .75 
80.00 
80.50 
81.00 
81.25 
81.75 
82.00 
82.50 
83.00 
83.50 
84.00 
84.25 
84.75 
85.25 
85.50 
86.00 
86.50 
87.00 
87.25 
87.75 
88.00 
88.50 
89.00 
89.50 
89.75 
90.25 
90.75 
91.00 
91.50 
92.00 

63.00 
63.50 
64.00 
64.50 
64.75 
65.25 
65.75 
66.00 
66.50 
67.00 
67.50 
67.75 
68.25 
68.75 
69.00 
69.50 
70.00 
70.50 
70.75 
71.25 
71.  75 
72.00 
72.50 
73.00 
73.25 
73.  75 
74.25 
74.75 
75.00 
75.50 
76.00 
76.25 
76. 75 
77. 25 
77.75 
78.00 
78.50 
78.75 
79.25 
79.75 
80.00 
80.50 
81.00 
81.50 
81.75 
82.25 
82.50 
83.00 
83.50 
84.00 
84.50 
84.75 
85.25 
85.50 
86.00 
86.50 
87.00 
87.50 
87.75 
88.25 
88.50 
89.00 
89. 50 
90.00 
90.25 

61.75 
62.25 
62.75 
63.00 
63.50 
04.00 
64.50 
64.75 
65.52 
65.75 
66.00 
66.  ,50 
67.00 
67.25 
67.75 
68.25 
68.50 
69.00 
69.50 
69.  75 
70.25 
70.75 
71.25 
71.50 
72.00 
72.50 
72.75 
73.25 
73.75 
74.25 
74.  .50 
75.00 
75.50 
75. 75 
76.25 
76.75 
77.00 
77.50 
78.00 
78.25 
78.75 
79.25 
79.50 
80.00 
80.50 
81. 00 
81. 25 
81.75 
82.25 
82.50 
83.00 
83.00 
83.00 
83.00 
83.00 
83.00 
83.00 

87.5 

88.0 

88.5 

89.0 

89.5 

90.0 

90.5 

91.0 

91.5 

92.0 

92.5 

93.0 

93.5 

94.0 

94.5 

95.0 

95.5 

96.0 

96.5 

97.0 

97.5 

98.0 

98.5 

99.0 

99.5 

100.0 

100.5 

101.0 

101.5 

102.0 

102. 5 

103. 0 

103. 5 

104.0 

104.5 

105. 0 

105.5 

106.0 

106.5 

107.0 

107.5 

108.0 

108.5 

109.0 

109. 5 

110.0 

110.5 

111.0 

111.5 

112.0 

112.5 

113.0 

113.5 

114.0 

114.5 

115.0 

115.5 

116.0 

116.5 

117.0 

117.5 

118.0 

118.5 

119.0 

119.5 

97.00 
97.25 
97.75 
98.25 
98.50 
99.00 
99.50 
99.75 
100.  25 
100.75 
101. 25 
101.50 
102. 00 
102. 50 
102. 75 
103.  25 
103.75 
104. 25 
104.50 
105.00 
105. 50 
106.00 
106. 25 
106. 75 
107. 25 
107. 50 
108. 00 
108.25 
108. 75 
109. 25 
109. 75 
110.00 
110. 50 
111.00 
111.25 
111.75 
112.  25 
112.75 
113.00 
113.50 
114.00 
114.25 
114.75 
115.25 
115.75 
116.00 
116.50 
117.00 
117.25 
117.75 
118.25 
118.50 
119.00 
119.50 
119.50 
119.50 
119.50 
119.50 
119.50 
119.50 
119.50 
119.50 
119.50 
119.50 
119.50 

94.50 

94.75 

95.25 

95.50 

96.00 

96.50 

97.00 

97.50 

97.75 

98.25 

98.50 

99.00 

99.50 

100.00 

100. 25 

100. 75 

101. 25 

101.50 

102.00 

102. 50 

102. 75 

103.  25 

103.  75 

104.25 

104. 50 

105. 00 

105. 50 

106.00 

106.  25 

106.  75 

107. 00 

107. 50 

108. 00 

108.50 

108. 75 

109. 25 

109. 75 

110.00 

110.50 

110. 50 

110.50 

110.50 

110.50 

110.50 

110.50 

110.50 

110.50 

92.50 
92.75 
93.25 
93.50 
94.00 
94.50 
95.00 
95. 50 
95.75 
96.25 

90.75 
90.75 
90.75 
90.75 
90.75 
90.75 
90.75 

59.0 

59.5 

60.0 

96.50 



60.5 

97.00 
97.50 
98.00 
98.25 
98.75 
99.25 
99.50 
99.50 
99.50 
99.50 
99.50 
99.50 
99.50 
99.50 

61.0 

61.5 

62.0 

62.5 

63.0 

63.5 

64.0 

64.5 

65.0 

6.5.5 

66.0 

66.5 

67  0 

67  5 

68  0 

68  5 

69.0 

69.5 

70.0 

70.5 

71.0 

71.5 



72.0 

72  5 

73.0 

73.5 

74.0 

74.5 

75  0 

75  5 

76  0 

76  5 

77  0 

77  5 

78  0 

78.5 

79.0 

79.5 

80.0 

80.5 

81.0 

81.5 

82.0 

82.5 

83.0 

83.5 

84.0 

84.5 

85.0 

85.5 

86.0 

86.5 

87.0 

EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS.      1609 

ILLUSTRATION    OF   APPLICATION    OP   RATES   TO    EMPLOYEES    ON   A   DAILY   RATE    OF   PAY. 

Sectionman  C  wfis  employed  in  1918,  but  not  in  1915.  The  rate  of  pay  on  the 
division  where  he  is  employed  in  1918,  in  1915  was  $1.10  per  day  of  12  hours,  7  days 
a  week.  The  1918  rate  of  pay  is,  on  the  same  division,  $1.50  per  day,  for  the  same 
hours.  The  monthly  rate  in  1915  was  therefore  $33.  It  is  now  $45.  Under  the 
commission's  plan  of  increases  he  will  be  entitled  to  $53  per  month  ($20  increase), 
or  $8  per  month  more  than  his  present  rate  for  straight  time.  He  will  therefore  be 
entitled  to  receive  from  January  1  to  April  30,  $32  back  pay  and  in  the  future  to 
receive  $53  per  month  of  360  hours.  His  back  pay  will  be  computed  in  the  same 
manner  for  all  overtime  worked  since  January  1,  1918. 

EMPLOYEES    ON   AN   HOURLY   RATE    OP   PAY. 

Machinist  D  was  employed  in  the  same  shop  in  1915  and  in  1918  on  the  same  class 
of  work.  His  hourly  rate  in  1915  was  35  cents  for  9  hours,  26  days  a  month.  He 
was  paid  for  overtime  and  Sunday  work  at  time  and  one-half.  In  1918  his  hours 
were  reduced  to  8  and  his  rate  increased  to  40  cents. 

According  to  the  commission's  plan  his  increase  will  be  computed  on  the  basis 
of  his  standard  1915  hours  at  the  1915  rate,  viz,  234  hours  per  month,  $81 .90  per  month, 
entitling  him  to  40  per  cent  increase  in  his  hourly  rate,  or  49  cents  per  hour.  In 
1918,  from  January  1  to  April  30,  he  worked  234  hoiu's  per  month,  or  an  average  of 
1  hour  daily  overtime,  on  the  1918  schedule.  This  for  four  months  gives  him  ]04 
hours  overtime.     He  has  been  paid  as  follows: 

832  hours  straight  time,  at  40  cents $332.  80 

104  hours  overtime,  at  60  cents 62.  40 

Total 395.  20 

His  back  pay  will  be  computed  as  follows: 

832  hours  straight  time,  at  49  cents  per  hour 407.  68 

104  hours  overtime,  at  73J  cents  per  hour 76.  44 

Total 484. 12 

Deduct  payment  at  1918  rates 395.  20 

Back  pay  due '. 88.  92 

His  future  rate  per  hour  will  be  49  cents. 

If  the  rate  per  hour  for  this  particular  position  had  been  increased  to  50  cents  on 
January  1 ,  1918,  there  would  be  no  back  pay  due,  and  the  rate  of  50  cents  per  horn- 
will  be  continued. 

In  the  case  of  machinist  E  who  was  employed  in  a  shop  where  the  rate  for  his  position 
was  35  cents  per  hour  for  8  hours'  work  in  1915,  with  time  and  one-half  for  overtime, 
but  in  the  same  position  and  same  shop  with  the  same  hours  in  1918  his  rate  is  45 
cents  per  hour;  his  earnings  in  1915  in  the  standard  208-hour  month  would  be  $72.80 
per  month,  and  he  would  be  entitled  to  41  per  cent  increase  in  his  hourly  rate,  viz,  to 
49^  cents  per  hour.  His  straight  time  and  overtime  earnings  and  back  pay  would  be 
computed  in  exactly  the  same  manner  as  machinist  D.  The  principles  illustrated 
will  apply  to  all  men  paid  by  the  hour,  whatever  their  occupation  may  be. 

TO    EMPLOYEES    ON    A   MONTHLY   RATE    OP   PAY. 

Chief  clerk  A  occupied  the  same  position  in  1915  and  in  1918;  1915  salary,  $150  per 
month;  1918  salary,  $175  per  month. 

Commission's  basis  of  increase  on  salaries  of  $150  per  month  is  16.17  per  cent,  or 
$24.25  per  month.  Increased  salary  under  commission's  plan,  $174.25;  present 
salary  $175. 

Present  salary  undisturbed. 

Clerk  B  in  1915  received  $100,  and  on  the  same  desk  in  1918  received  $112.50  per 
month.  Commission's  basis  of  increase  on  $100,  31.75  per  cent,  or  $31.75.  Increased 
salary  under  commission's  plan,  $131.75.  Present  salary  $112.50.  Clerk  B  is  entitled 
to  receive  back  pay  from  January  1  to  date  of  the  award,  at  the  rate  of  $19.25  (the  dif- 
ference between  $131.75  and  $112.50)  and  to  receive  monthlv,  thereafter,  $131.75 
inetea'^  of  $112.50.     Back  pav  due  Januarv  1  to  April  30,  $77. 
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Examples  from  pay  rolls  of  application  of  commission's  plan. 

MONTHLY. 

1.  Olerk  in  1916  received  $100  per  month,  entitled  him  under  commission's 

plan  to - $131.  75 

His  salary  had  been  raised  for  same  position  in  1918  to 135.  00 

He  is  not,  therefore,  entitled  to  any  advance. 

2.  Clerk  in  1916  received  $100  per  month,  entitles  him  under  commission's 

plan  to : 131.  75 

His  salary  had  been  raised  for  the  same  position  in  1918  to 110.  00 

Difference  in  pay  1  month 21.  75 

4montlis  (Jan.  1  to  Apr.  30).. i 87.00 

DAILY. 

3.  Machinist  1916,  $4.05;  increased  by  commission's  plan  to  $5.23  per  day. .  $135.  95 
1918  his  pay  was  raised  for  same  work  to  $5.05  per  day,  equal  per  month. .     131.  30 

Difference  in  pay  1  month 4.  65 


4  months 18.  60 

An  8-hour  2t)-day  month,  both  years. 
Worked  62  hoiir.'^  overtime  at —  Cents. 

Time  and  one-half  1918  rate 65.  5 

Plus  one-half 32.  75 

98.  25    $60.  92 

Was  paid  62  hours  o\'ertime  at — 


Time 63. 12 

Plus  one-half 31.  56 

94.  68      58. 70 


2.22 


Total  back  pay  due  Jan.  1  to  Apr.  30,  1 918 20.  82 

HOURLY. 

^lachinist  worked  8  hours  per  day  27  days  in  January,  1918;  216  houi"s, 
at  34  cents: 

Rate  under  commission  ruling,  48  cents,  equals $103.  68 

1918  his  pay  was  37^  cents  per  liour,  216  hours,  at  37^  cents,  equals. .       81.  00 

Difference  in  one  month 22.  68 


4  months  (Jan.  1  to  Apr.  30). 90.  72 

Worked  90  hours  overtime  at  time  and  one-half,  72  cents,  commis- 
sion's rate $64.  80 

Was  paid  56|^  cents  (time  and  one-hah') 50.  63 

14. 17 


Balance  due  Jan.  1  to  Apr.  30,  1918 104.  89 

APPLICATION    OF   INCREASES   TO   PIECEWORKERS. 

The  pieceworker  shall  receive  for  each  hour  worked  the  same  ratio  of  increase  per 
hour  as  is  awarded  to  the  hourly  worker  engaged  in  similar  employment  in  the  same 
shop. 

If  the  hourly  rate  has  been  increased  since  1915  to  an  amount  greater  than  the 
increase  awai'ded  by  this  commission,  then  the  higher  rate  shall  prevail. 

Where  there  was  no  piece  rate  for  an  item  or  operation  in  the  piece-rate  schedule  of 
1915,  adjust  the  current  price  by  such  an  amount  as  a  similar  item  or  operation  has 
been  increased  or  decreased  since  December  31,  1915  or  as  near  such  a  plan  as  prac- 
ticable. 

It  is  understood  that  the  application  of  the  schedule  shall  not  in  any  case  operate 
to  reduce  current  earnings. 

It  is  also  vmderstood  that  a  reduction  of  hours  since  December  31,  1915,  is  not  to  be 
considered  a  wage  increase  under  this  award,  and  this  must  be  considered  when 
increases  are  absorbed  in  current  rates. 
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When  a  pieceworker  works  overtime  or  undertime,  he  shall  receive  that  proportion 
of  the  increase  pro\T.ded  in  the  schedule  which  the  time  actually  worked  bears  to  the 
normal  time  in  the  position. 

It  is  not  intended  that  this  award  shall  disturb  existing  rules  or  schedules  with 
respect  to  payment  for  overtime. 

Overtime  is  not  to  be  considered  solely  as  the  number  of  hours  employed  in  excess 
of  the  normal  hours  per  month  in  the  position,  but  rather  the  time  employed  in  excess 
of  the  normal  hours  per  day. 

ILLUSTRATION   OF   APPLICATION    OF   INCREASES   TO   PIECEWORKERS. 

Journeyman  F  was  employed  under  a  piecework  schedule  in  a  shop  where  the  basic 
hourly  rate  was  35  cents  for  8  hours,  with  time  and  one-half  for  overtime.  This  rate 
under  the  commission's  plan  illustrated  above  mil  be  increased  to  492  cents  per  hour. 
Difference,  14 J  cents. 

Entirely  regardless  of  the  schedule  of  piece  rates  under  which  he  is  paid,  under  thif 
award  F  will  be  entitled  to  receive  14h  cents  per  hour  in  addition  to  his  piecework 
earninsrs  for  every  hour  worked  in  1918  imless  the  hourly  rate  shall  in  the  interim  have 
been  raised  and  a  proportionate  increase  made  in  the  piecework  schedule. 

For  example:  Assume  that  F  made  $90  in  January.  1915,  at  his  piecework.  At  the 
hourly  rate  he  would  have  earned  only  $72.80,  and  his  hourly  rate  must  therefore  be 
increased  41  per  cent  to  49 3  cents. 

If  in  1918  he  has  attained  sufficient  skill  to  earn  $100  on  the  same  piecework  sched- 
ule, he  will  be  entitled,  under  this  commission's  award,  to  receive,  nevertheless,  14^ 
cents  per  hour  for  each  hour  of  straight  time  worked,  and  for  each  hour  of  overtime 
21|  cents  additional  (time  and  one-half  for  overtime). 

Assume  that  in  the  four  months  January  1  to  April  30,  F  has  worked  832  hours 
straight  time  and  104  hours  overtime,  and  has.  at  his  piecework  schedule,  earned  $400. 
He  will  be  entitled,  nevertheless,  to  receive  as  back  pay,  the  following  amount: 

832  hours,  at  14^  cents  per  hour $120.  64 

104  hours,  at  21|  cents  per  hour 22.  62 


Total 143.  26 

But  if  in  January.  1918.  the  basic  hourly  rate  had  been  increased  to  50  cents,  and 
this  increase  had  been  correspondingly  expressed  in  his  piecework  schedule,  he  would 
be  entitled  to  no  back  pay.  If.  on  the  other  hand,  the  hourly  rate  had  been  increased 
from  35  in  1915  to  45  in  1918,  and  this  increase  had  been  expressed  in  a  corresponding 
increase  in  the  piecework  schedule,  then  F  would  be  entitled  to  receive  back  pay  at 
4^  cents  per  hour  for  straight  time  and  6|  cents  per  horn-  overtime. 

If  the  practice  in  the  shop,  however,  had  been  to  pay  pro  rata  for  overtime,  then 
the  rate  for  such  overtime  since  January  1 ,  1918.  would  be  pro  rata  at  4^  cents,  or  14J 
cents  per  hour,  according  to  whether  piece  rates  had  been  or  had  not  been  increased. 

Example  from  pay  roll,  showing  application  of  commission's  rates. 

PIECEWORK 

5.  Machinist  1915  rate  38^  cents,  which  at  commission's  rate  for  eight  hours  per 
day  entitled  him  to  54.50  cents  per  hour.  His  basic  rate  had  by  1918  been  raised  12 
cents  to  42.5  cents  per  hour.  Piecework  rates  had  not  been  raised  in  the  interval. 
This  man  earned  in  208  hours  $100.  He  is  entitled  to  a  raise  of  12  cents  per  hour. 
12  cents  X  208.  one  month.  $24.96;  four  months.  $97.84. 


Appendix  VI. 

APPLICATION    OF   INCREASES   TO    EMPLOYEES   IN    THE    TR.UN    AND    ENGINE    SERVICE. 

In- the  body  of  the  report  it  is  stated  that  a  plan  has  been  devised  for  translating  the 
increases  applied  to  employees  generally  into  mileage  rates  as  applicable  to  employees 
in  the  train  and  engine  service  of  the  railroad. 

The  plan  may  be  simply  stated  as  follows: 

There  are  nine  classes  of  train  and  engine  employees  in  the  Interstate  Commerce 
Commission's  classification.  We  have  computed  the  average  monthly  earnings  of 
each  of  these  classes  for  the  fiscal  year  1915.  We  have  applied  to  the  mileage  rates 
paid  to  these  classes  in  1915  the  same  rate  per  cent  which  we  award  to  those  other  em- 
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ployees  whose  monthly  strai,s:ht  time  wages  equal  that  average.  These  percentages 
are  included  in  the  table  of  increases  found  at  page  20  and  following,  in  the  main 
body  of  the  report.     This  process  is  more  clearly  disclosed  by  the  following  table: 


Average 

Per  cent 

monthly 

increase  in 

earnings, 

mileage 

1915. 

rates. 

$152. 75 

15i 

94.10 

34^ 

131.59 

20J 

85.83 

39^ 

178.46 

IH 

106.87 

285 

153.57 

15i 

87.03 

38i 

85.23 

39* 

Road  freight  engineers  and  motormen 

Road  freight  firemen  and  helpers 

Road  freight  conductors 

Road  freight  brakemen  and  flagmen 

Road  passenger  engineers  and  motormen 

Road  passenger  firemen  and  helpers 

Road  passenger  conductors 

Road  passenger  baggagemen 

Road  passenger  brakemen  and  flagmen. . 


We  have  worked  out  the  actual  application  of  this  percentage  system,  and  in  the 
computations  appearing  in  the  tables  following  the  rate  for  1915  appears  under  the 
heading  "'Old"  and  the  increased  rates  under  the  heading  "'Xew." 

By  reference  to  this  table  it  will  be  seen  that  the  rates  for  passenger  engineers  and 
motormen  in  1915,  ranging  from  $4.10  per  100  miles,  to  87  per  100  miles,  will  be  sub- 
stituted by  new  rates  ranging  from  84.56  per  100  miles  to  S7.79  per  100  miles. 

This  plan  will  apply  to  all  employees  of  the  train  and  engine  ser\-ice  who  are  paid 
on  the  mileage  Itasis.  There  are  some  railroads  in  the  United  States  upon  which  men 
in  the  train  and  engine  service  are  paid  on  a  monthly  wage.  Such  employees  ■will  be 
entitled  to  the  increased  rates  named  in  Appendix  V. 

Rates  for  overtime,  as  now  in  effect,  shall  be  increased  by  the  same  percentage  as 
straight-time  rates. 

Table  shoioing  increased  rates  per  100  miles. 

PASSENGER  SERVICE. 


Passenger 
engineers. 

Passenger 
firemen. 

Passenger 
conductors. 

Passenger 
baggagemen. 

Passenger 
trainmen. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old.          New. 

1 

$4.10 
4.15 
4.20 
4.25 
4.30 
4.35 
4  40 

$4.56 
4.62 
4.67 
4.73 
4.  78 
4.84 
4.90 

$1.91 
2.25 
2.33 
2.34 
2.40 
2.42 
2  4.T 

$2.46 
2.90 
3.00 
3.01 
3.09 
3.12 
3.15 
3.22 
3.23 

$2.50 
2.60 
2.68 
2.75 
2.90 
3.47 

$2.89 
3.00 
3.10 
3.18 
3.35 
4.01 

$1.40 
1.45 
1.49 
1.54 
1.61 
1.65 
1.70 
2.00 

$1.94 
2.00 
2.06 
2.13 
2.24 
2.28 
2.35 
2.77 

$1.35 
1.43 
1.46 
1.47 
1.49 
1.50 
1.55 
1.60 
1.87 

$1.88 
1.99 
2.04 
2.0.-) 
2.  OS 
2. 09 
2.  It, 

4  45 

4.95             2.50 
5.01             2.51 
5  04             '>  ^^ 

2.2:5 

4  50 

2.61 

4  53 

3.28 
3.  .35 
.3.37 
3.41 
3.46 
.3.48 
3.54 
3.55 
3. 58 
3.61 
.3.66 

4  55 

5. 06 
.5.12 
5.17 
5.23 
5.28 
5.32 
5.34 
5.45 
5.51 
5. 56 
5.62 
5.71 
5.73 
.5.87 
5. 95 
6.01 
0.15 
6.17 
6.29 
6.56 
6.68 
6.73 
6.95 
7.01 
7.23 
7.79 

2.60 
2.62 
2.65 
2.69 
2.70 
2.75 
2.76 
2.78 
2.80 
2.84 
2.85 
2.90 
2.95 
.3.00 
3. 05 
3.10 
3.15 
3.20 
3.30 
3.35 
3.40 
3.45 
3  60 

4  60 

4  65 

4  70 

4  75 

1 

4  78 

1 

4  80 

1 

4  90 

4  95 

1 

5  00 

1 

3.67 
3.73 
3.80 
3.86 
3.93 
3.99 
4.06 
4.12 
4.25 
4.31 
4.38 
4.44 
4  64 

5  13 

5  15 

5  28 

5  35 

5  40 

5  53 

5  65 

5  90 

6  00 

6  05 

6  25 

1 

6  30 

3.75 
4  00 

4.83 
5  15 

..     \".".'..'.... 

6  50 

1 

7  00 

4.15 
4.25 

5.34 
5.47 
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Table  showing  increased  rates  per  100  miles — Continued. 
FREIGHT  SERVICE, 


Freight 

Freight 

Freight 

Freight 

hrakemen 

and  flagmen. 

Freight 

Freight 

Freight 

Freight 

brakemen 

and  flagmen 

engineers. 

firemen. 

conductors. 

engmeers. 

firemen. 

conductors. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

$4.25 

$4.91 

$2.25 

$3.02 

$2.31 

$2.78 

SI.  60 

$2.  23 

$5. 45 

$6.29 

$3. 23 

$4.34 

$4.77 

$5.75 

.$3. 15 

$4.39 

4.50 

5.20 

2.36 

3.17 

2.90 

3.49 

1.89 

2.64 

5.50 

6.35 

3. 245 

4.355 

4.80 

5.78 

3.20 

4.46 

4.70 

5.43 

2.45 

3.29 

3.46 

4.17 

1.93 

2.69 

5.  .5 

6.41 

3.25 

4.36 

4.83 

5.82 

3.21 

4.48 

4.75 

5.49 

2.47 

3.32 

3.63 

4.37 

2.14 

2.99 

5.555 

0.415 

3.30 

4.43 

4.84 

5.83 

3.25 

4.53 

4.80 

5.54 

2.50 

3.30 

3.85 

4.64 

2.25 

3.14 

5.60 

6.47 

3.. 35 

4.  .50 

4.86 

5.86 

3.29 

4.59 

4.85 

5.  CO 

2.50 

3.44 

3.90 

4.70 

2.33 

3.25 

5.61 

6.48 

3.40 

4.56 

4.87 

.5.87 

3.33 

4.65 

4.8fi 

5.61 

2.59 

3.48 

3.975 

4.79 

2.40 

3.35 

5.65 

6.53 

3.45 

4.63 

4.88 

5.88 

3.41 

4.76 

4.87 

5.62 

2.60 

3.49 

4.00 

4.82 

2.42 

3.38 

5. 665 

6.545 

3.465 

4.65 

4.96 

5.98 

3.46 

4.83 

4.88 

5.64 

2.70 

3.62 

4.10 

4.94 

2.48 

3.46 

5.70 

6.58 

3.50 

4.70 

5.04 

6.07 

3.48 

4  85 

4.89 

5.65 

2.75 

3.69 

4.13 

4.98 

2.60 

3.63 

5.75 

6.64 

3.55 

4.77 

5.08 

6.12 

3.60 

5.02 

4.90 

5.06 

2.78 

3.73 

4.165 

5.02 

2.62 

3.65 

5.83 

6.73 

3.57 

4.79 

5.10 

6.15 

3.62 

5.05 

4.95 

5.72 

2.81 

3.77 

4.18 

5.04 

2.  Oi5 

3.70 

5.85 

6.76 

3.60 

4.83 

5.14 

6.19 

3.66 

5.11 

4.97 

^.74 

2.85 

3.83 

4.24 

5.11 

2.67 

3.72 

5.90 

6.81 

3. 63 

4.87 

5.21 

6.28 

3.707 

5.17 

5.00 

5.78 

2.87 

3.85 

4.25 

5.12 

2.70 

3.77 

5.95 

6.87 

3.65 

4.90 

5.67 

6.83 

3.71 

5.18 

5.05 

5.83 

2.90 

3.89 

4.27 

5.15 

2.72 

3.79 

5. 995 

6. 925 

3.70 

4.97 

5. 69 

6. 86 

3.93 

5.48 

5.06 

5.84 

2.93 

3.93 

4.38 

5.28 

2.75 

3.84 

6.00 

6.93 

3.75 

5.03 

6.12 

7.37 

4.24 

5.91 

5.10 

5.89 

2.95 

3.96 

4.40 

5.30 

3.78 

3.88 

6.10 

7.05 

3.80 

5.10 

6.45 

7.77 

4.26 

5.94 

5.13 

5.93 

3.00 

4.03 

4.42 

5.33 

2.80 

3.91 

6.25 

7.22 

3.90 

5.24 

7.09 

8.54 

4.62 

6.44 

6. 145 

5.9o 
5.95 

3.01 
3.03 

4.04 
4.07 

4.43 
4.48 

5.34 
5.40 

2.82 
2.83 

3.93 
3.95  ; 

6.50 
6.75 

7.51 
7.80 

3.905 
3.95 

5.245 
5.30 

4.96 
5.37 

6.92 

5.15 

7.49 

5.17 

5.97 
6.01 
6.06 
6.10 
0.12 
0.16 
6.18 
6.23 
6.24 
6.27 

3.04 
3.05 
3.07 
3.10 
3.13 
3.15 
3.16 
3.19 
3.20 
3.22 

4.08 
4.09 
4.12 
4.16 
4.20 
4  23 
4.24 
4.28 
4.30 
4.32 

4.50 
4.51 
4.52 
4.53 
4.54 
4.55 
4.63 
4.64 
4.66 
4.74 

5.42 
5.43 
5.45 
5.46 
5.47 
5.48 
5.58 
5.59 
5.62 
5.71 

2.85 
2.88 
2.95 
2.98 
2.99 
3.00 
3.02 
3.10 
3.13 
3.14 

3.98  1 

4.02  j 

4.12  ' 

4.16 

4.17  , 

4.19 

4.21 

4.32 

4.37 

4.38 

6.80 
6.85 
6. 90 
6.95 
7.00 
7.25 

7.85 
7.91 
7.97 
8.03 
8.09 
8.37 

4.00 

4.05 

4.10 

4.125 

4.18 

4.25 

4.30 

4.50 

4.55 

5.37 

5.20 

5.44 

5.50 

5.535 

5.61 

5.71 

5.77 

6.04 

6.11 

5. 25 

5.28 

5.30 

5.33 

5.35 

5.39 

5.40 

5.43 

If  there  were  mileage  rates  in  effect  in  1915  which  are  not  included  in  the  above 
tables,  they  shall  be  increased  in  accordance  with  the  percentages  contained  in  the 
tables  in  the  main  body  of  the  report,  pages  20  to  27,  inclusive.  " 


ILLUSTRATION  OF  METHOD  OF  APPLYING  INCREASES  TO  EMPLOYEES  PAID  ON  A  MILEAGE 

BASIS. 

Engineer  G  received  $4.25  per  hundred  miles  in  10  hours  in  1915.  According  to^ 
the  commission's  plan,  although  in  1918  this  rate  was  $4.25  per  hundred  miles  in  8 
hours,  the  rate  will  be  increased  llj  per  cent  to  $4.73  per  100  miles  (4.7281  equalized 
as  $4.73).  He  will  be  entitled  to  back  pay  for  every  100  miles  run  at  the  rate  of  48' 
cents  per  100  miles.  If  the  schedules  provide  for  time  and  one-half  for  overtime  of 
any  other  rate  in  excess  of  the  straight  time  rate,  then  he  shall  be  entitled  to  receive' 
a  proportionate  increase  of  pay  for  overtime  mileage. 

For  example,  assume  that  G  in  1918  worked  under  a  schedule  providing  time  and 
one-half  for  overtime,  and  made  the  following  runs: 


January 

February . . 

March 

April 

Total 


1,400 
1,500 
1,200 
1,800 


5,900 


900 

800 

1,100 

500 


3,300 


His  back  pay  would  be  computed  as  follows: 

5,900  miles  at  48  cents |28.  32 ' 

3,300  miles,  at  72  cents '.!..."....'.     23176' 

Total. , . , 52.  08 
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If  the  schedules  provide  for  pro  rata  payment  for  overtime,  back  pay  will  be  com- 
puted on  that  basis. 

Rates  for  future  earnings  will  be  as  fixed  by  the  commission's  schedule  of  increases 
to  employees  paid  on  the  mileage  basis.  If  any  increase  has  been  made  in  the  mileage 
rates  of  employees  paid  on  that  basis  in  1915  it  will  be  understood  that  the  per  cent 
of  increase  allowed  by  this  commission  is  inclusive  of  such  interim  increases  and 
that  the  new  rate  per  100  miles  is  computed  from  the  base  rates  of  1915. 

Example  from  pay  roll  of  application  of  commission's  rates: 
Conductor  through  freight,  2,950  miles,  at  4  cents,  at  commission  rate  would 

entitle  him  to  4.82  cents,  or $142. 19 

He  was  paid 118.00 

Leaving  to  be  paid 24. 19 

He  made  over'time  of  26  hours  and  10  minutes,  wliich  bears  same  pro- 
portionate increase  as  his  mileage,  viz,  from  40  cents  to  48.2  cents 

per  hour $12.  61 

Was  paid 10.45 

2. 16 

1  month 26.  35 

4  months 105.  40 

Per  cent  of  ivhole  number  of  employees  of  railroads  working,  respectively,  6  and  7  days 
per  iveek,  based  on  a  study  of  262,637  employees. 

6-day  workers 64.  25 

7-day  workers 35.  75 

Per  cent  working  12  hours  or  more  per  day  regularly: 

6-day  workers 1. 17 

7-day  workers 11.  75 

Per  cent  working  11  hours  per  day  regularly: 

6-day  v.'orkers ] .  42 

7-day  workers 3.  21 

Per  cent  working  10  hours  per  day  regularly: 

6-day  workers 40. 12 

7-day  workers 12.  59 

Per  cent  working  9  hours  per  day  regularly: 

6-day  workers 7.  30 

7-day  workers 2.  35 

Per  cent  working  8  hours  per  day  regularly: 

6-day  workers 14.  25 

7-day  workers 5.  84 

Appendix  VII. 

PREVAILING   HOURS  OF  SERVICK   IN   RAILROAD   EMPLOYMENT  IN   DECEMBEK,    1917. 

The  charts  presented  herewith  give  in  graphic  form  the  essential  facts  relative  to 
the  proportion  of  the  total  number  of  railroad  employees  who,  in  December.  1917, 
were  required  to  work  seven  days  a  week  as  well  as  of  those  required  to  work  only 
six  days  a  week.  It  is  to  be  observed  from  the  second  of  these  charts  that  those  who 
work  seven  days  in  the  main  work  more  hours  per  day  than  those  who  work  only  six 
days.  These  charts  taken  together  present  a  suggestion  for  the  study  of  working 
conditions  as  related  to  the  houi"s  and  days  of  service  which  constitute  the  ordinary 
standard  monthly  wage  period.  The  amount  of  overtime  ser\'ice  regularly  rendered 
by  a  certain  percentage  of  employees  is  also  indicated  in  the  charts. 

Per  cent  of  employees  of  railroads  working  6  or  7  days  per  week  who  regularly  perform 
no  overtime  service  or  who  regularly  perform,  overtime  service. 

[Based  on  a  study  of  262,637  employees.) 
'6-day  workers: 

Work  no  overtime 96.  80 

Work  1  hour  overtime 1-74 

Work  2  hours  overtime 67 

Work  3  hours  overtime 76 

Work  4  or  more  hours  overtime 03 
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7-day  workers: 

Work  no  overtime ^ 93. 28 

Work  1  hour  overtime 2. 32 

Work  2  hours  overtime 1.  85 

Work'  3  hours  overtime 67  - 

Work  4  or  more  hours  overtime 1.  88 


Appendix  VIII. 


AVERAGE    EARNINGS    PER    HOUR    OF    EACH    CLASS    OF    RAILROAD    EMPLOYEES    FOR    THE 

YEARS   1915,   1916,    AND   1917. 

The  table  next  attached  was  compiled  from  the  original  reports  of  the  roads  on  file 
with  the  Interstate  Commerce  Commission  for  the  year  ended  June  30,  1915,  and  for 
the  year  ended  December  31,  1916.  and  from  the  reports  of  the  companies  to  this 
commission  for  the  year  ended  December  31,  1917.  It  is  arranged  by  territorial 
divisions  and  for  the  United  States  as  a  whole  for  each  year.  From  this  table  may 
be  ascertained  the  extent  of  the  increases  made  by  the  carriers  in  the  wages  of  their 
employees  in  each  district  in  the  past  three  years. 

Hourly  compensation  of  employees  for  the  years  1915,  1916,  and  1917  {expressed  In  cents). 


occupatious. 


Eastern  district.     Southern  district. 


1915     1916     1917  '  1915     1916     1917 


1.  General  officers,  $3,000 

per  annum  and  up- 
ward  277.0 

2.  (ieneral  officers,  below 

S3,000  per  annum 74.3 

3.  Division  officers,  $3,000 

per  annum  and  up- 
ward  129.0 

4.  Division  officers,  below 

$3,000  per  annum 52. 9 

5.  Clerks,  $900  per  annum 

and  upward  (except 

No.  37) 44.7 

6.  Clerks,  below  $900  per 

annum   (except   No. 

37) 23.1 

7.  Messengers  and  attend 

ants 15. 7 

8.  Assistant  engineers  and 

draftsmen 42.4 

9.  M.  W.  and  S.  foremen 

(excluding    Nos.    10  i 
.and  28) 32.6 

10.  Section  foremen j  25. 4 

11.  (ieneral  foremen,  M.  E. 

department 43. 0 

12.  Gang  and  other  fore- 

men, M.   E.  depart- 
ment     33.4 

13.  Machinists !  36.2 

14.  Boilermakers 35.8 

15.  Blacksmiths 35.9 

16.  Masons  and  bricklayers,  j  29.1 

17.  Structural  iron  workers,  i  30.3 

18.  Carpenters 28.7 

19.  Painters  and  upholster- 

ers  '  30.0 

20.  Electricians ;  28.2 

21.  Air-brake  men 25.7 

22.  Car  inspectors 21. 6 

23.  Car  repairers 27. 0 

24.  Other  skilled  laborers...    28.1 

25.  Mechanics'  helpers  and 

apprentices 23. 6 

26.  Section  men 16. 7 

27.  Other  unskilled  laborers    18.7 

28.  Foremen   of  construc- 

tion gangs  and  work 
trains 27.5 


222.0 
62.0 


219.0   230.0 
63.2  1  73.9 


110.0    120.0  [110.0 
51.8     54.0  i  48.2 


45.0 

24.3 
14.2 
36.1 


34.3 
25.9 


43.9     40.1 


24.8 
15.3 


21.4 
12.6 


37.7  I  41.8 


35.7 

28.2 


45.5     48.9 


34.8 
37.9 
37.9 
37.9 
30.6 
31.2 
29.9 

31.4 
28.0 
27.6 
23.2 
29.6 
30.7 

24.6 
18.5 
20.6 


39.2 
43.1 
42.7 
43.3 
33.3 
33.9 
33.1 

35.2 
28.8 
31.7 
27.2 
35.7 
34.6 

29.0 
21.3 
24.1 


29.8     31.9     26.9 


30.9 
21.0 


43.2 


36.7 

40.7 
40.2 
38.  .5 
20.9 
25.2 
25.1 

28.8 
28.4 
27.3 
24.4 
26.9 
26.9 

19.2 
12.5 
15.6 


181.0 
56.9 

108.0 
45.4 

40.7 

21.7 
11.2 
42.0 


30.7 
21.9 


40.8 


37.2 
42.8 
42.5 
40.3 
25.2 
25.8 
26.4 

29.4 
28.4 
28.3 
25.6 
28.0 
29.1 

20.0 
12.9 
15.7 


25.8 


Western  district. 
1915     1916     1917 


180.0 
54.9 


240.0 
45.6 


91.0    114.0 

46.3  i  54.2 

42.4  I  39.2 


22.8 
12.7 
36.3 


29.2 
20.3 


40.0 


24.5 
49.7 
49.8 
46.6 
26.7 
31.3 
30.1 

34.3 
25.1 
35.6 
32.1 
34.6 
34.0 

24.3 
15.2 

18.2 


30.0 


21.6 
14.9 
37.6 


33.9 
22.6 


35.9 
42.4 
42.2 
39.2 
36.3 
40.1 
27.9 

29.8 
29.0 
28.3 
26.0 
25.5 
29.4 

23.2 
14.7 
19.3 


27.7 


207.0 
53.1 

102.0 
50.9 

41.4 

23.0 
15.0 
33.8 


33.7 
22.9 


36.7 
44.7 
44.3 
40.8 
40.2 
38.9 
29.2 

30.8 
30.1 
30.8 
25.7 
27.2 
30.7 

24.4 
16.2 
20.0 


28.2 


United  States. 


1915     1916     1917 


202.0  !252.0 
53. 7     69. 8 


104.0 
53.1 

41.6 

23.6 
16.5 
36.6 


36.3 
25.4 


40.3 


39.0 
49.8 
48.7 
45.7 
34.1 
41.9 
32.4 

34.3 
30.4 
33.2 
30.6 
31.5 
34.5 

28.7 
19.3 
22.8 


30.0 


120.0 
52.3 

41.6 

22.4 
14.9 
40.4 


32.9 
23.3 


42.9 


208.0 
56.8 

112.0 
50.2 


205.0 
56.9 

108.0 
52.1 


42.8       42.8 


23.5 
13.8 
34.9 


33.5 
23.7 


44.8 


34.7  I  35.8 
38.7  I  41.0 
38.6  I  40.9 


37.3 
27.9 
32.1 
27.6 

29.7 
28.5 
26.6 
23.2 
26.5 
28.3 

22.6 
15.0 
18.2 


39.3 
31.5 
32.7 
29.0 

30.9 
28.8 
28.6 
24.7 
28.5 
30.5 

23.8 
16.4 
19.4 


27.5     28.3 


24.1 
15.2 
37.0 


34.4 
25.3 


43.4 


36.2 
46.3 
46.1 
44.6 
32.5 
35.8 
32.2 

34.7 
28.8 
32.7 
28.9 
33.8 
34.5 

28.3 
19.3 
22.4 


30.4 
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Hourly  compensation  of  employees  for  the  years  1915,  1916.  and  1917  (expressed  in  cents) — 

Continued. 


Occupations. 


29.  Other  men  in  construc- 

tion gangs  and  work 
trains 

30.  Traveling   agents   and 

soli'  itors 

31.  Employees  in  outside 

agennes 

32.  Other  traffic  employees  - 

33.  Train  dispatchers  and 

directors 

34.  Telegraphers,  telephon- 

ers,  and  block  opera- 
tors   

35.  Telegraphers  and  tele- 

phoncrs  operating  in- 
terloci.ers 

36.  Le  Vermen  (nontelegra- 

phers) 

37.  Telegrapher-clerks 

38.  Agent-telegraphers 

39.  Station    agents    (non- 

telegraphers)  

40.  Station    masters    and 

assistants 

41.  Station  service  employ- 

ees (e\<  ept  Nos.  5,  6, 
37,  38,  39,  40,  and  66) . . 

42.  Yardmasters 

43.  Yardmaster's  assistants 

(not  yard  clerks) 

44.  Yard     engineers     and 

motormen 

45.  Yard     firemen     and 

helpers 

46.  Yard    conductors    (or 

foremen) 

47.  Yard       h  r  a  k  e  m  e  n 

(switchmen  or  helpers). 

48.  Yard  .switch  tenders 

49.  Other  yard  employees .  - 

50.  Hostlers 

51.  Engine-house  men 

52.  Road  freight  engineers 

and  motormen 

53.  Road    freight    firemen 

and  helpers 

54.  Road  freight  conductors 

55.  Road  freight  brakemen 

and  flagmen 

56.  Road    passenger    engi- 

neers and  motormen . . 

57.  Road  passenger  firemen 

and  helpers 

58.  Road    iiassenger    con- 

du-  tors 

59.  Road    passenger    bag- 

gagemen  

60.  Road  passenger  brake- 

men  and  flagmen 

61.  Other  road  train  em- 

ployees   

62.  Crossing    flagmen   and 

eatemen 

63.  Prawbridge  operators. . . 

64.  Floating       equipment 

employees 

65.  Express    service     em- 

ployees  

66.  Policemen  and  watch- 

men  

67.  Other      transportation 

employees 

68.  All  other  employees 


Eastern  district. 


1915     1916     1917 


17.6 

59.1 

35.8 
37.3 

50.9 
26.4 

29.0 

22.7 
22.7 
21.2 

27.2 

32.3 

19. 8 
39.2 

37.0 

42.3 

26.7 

38.6 

35.5 
18.8 
16.8 
24.5 
18.0 

56.0 

36. 9 

47.6 

32.7 
75.8 
47.0 
64.0 


19.2 

52.1 

34.6 
37.5 

53.8 
28.3 

30.8 

23.6 
24.8 
22.6 

28.8 

35.3 

21.4 
44.3 

41.4 

42.7 

27.1 

38.2 

35.6 
20. 3 
16. 5 
25.0 
20.1 

55.2 

36.1 
45.9 

31.7 

79.1 

49.3 

67.3 


38.1     39.9 
39.1     40.0 


25.5 

11.6 

17.5 

21.2 

18.6 

18.9 

10.9 
20.2 


33. 6 


12.2 
18.6 


22.9 


21.9 


20.1 
19.8 


22.1 

54.0 

32.4 
41.6 

56.9 
30.9 

33.0 

26. 4 
26  9 
24.5 

30.6 

37.6 

23.6 
48.6 

44.1 

52.8 

34.0 

48.7 

43.8 
23.0 
18.8 
30. 1 
23.5 


42.5 
53.4 

37.0 

82.0 

51.0 

70.8 

41.0 

42.3 

35.9 

15.5 
13.1 

24.8 

28.2 

24.7 

13.0 
21.0 


Southern  district. 


1915     1916     1917 


14.9 
57.8 


33. 3 
41.8 


51.3 


13.9 
47.8 


34. 9 
60.7 


51.6 


27.0  j  28.4 
i 

32.7  [  30.3 

17.2  17.5 
24.4  I  35. 6 
22.9  I  24.1 

21.0  I  21.2 

34.4  :  31.3 

14.3  14.9 

38.3  41.9 

31.5  38.8 

43.4  I  44.5 

24.1  ;  25.3 

37.0  I  37.5 

31.1  31. 6 

17.4  17.3 
15. 9  I  13. 5 
24.3  !  25.2 

15.5  15.6 

66. 8  I  66.1 

38.7     38.0 

52.2  51.3 

32.3 
97.4 
52.5 


Western  district. 


1915     1916     1917 


15.6     17.0 
50.2  I  54.4 


27.4 
30.1 


57.1 


48.0 
47.1 


55.6 


31.6     26.2     28.1 


18.7 
48.9 


49-1 
54.7 


58.9 


40.8 

33.9 

29.1 

10.4 
12.8 

19.6 

10.9 

16.2 

18.4 
16.3 


31.4 

96.9 

52.3 

70.2 

41.9 

36.8 

21.2 

10.4 
134 

19.1 

9.3 

16.7 

21.4 
17.5 


32.7 

20.3 

27. 6 
27.4 

22.4 

26.3 

16. 7 

44.7 

42.7 

54.5 

31.5 

45. 9 

37.7 
19. 5 
14.4 
30.1 
18.2 

73. 0 

42.1 
56.4 

34.8 

94.0 

53. 0 

70.8 

43.0 

38.9 

21.3 

■  7.4 
10.0 

22.2 

8.1 

18.6 

13.9 
11.4 


23.5 


26.2 

20.8 
26  0 
23.5 

27.2 

32.1 


21.1 
45.7 


44.2 
6  I  44.2 
0  I  28.1 
5  I  39.6 


36.0  1  36. 5 

19. 

17. 

25. 

17. 


62.6 


18.4 
15.8 
27.8 
18.7 


66. 


0  43.7 
9  j  54.4 

9  !  37.2 

4  |l01.7 

1  66.4 

5  •  75.7 

2  .  39.5 

3  I  41.4 
1  I  30.7 


21.2 
51.2 


40.2 
44.8 


62.3 


United  States. 


1915     1916     191 


16.8  I  18.1 
56.7     49.7 


38.7     40.6 
42.3  I  48.0 


52.8     55.6 


30.6     26.4     28.2 


27.8 

23.0 
28.0 
26.4 

28.8 

30.8 


22.9 
49.6 

48.3 

54.8 

34.9 


28.7 

21.3 
24.1 
22.4 

25.3 


30.2 

22.0 
25. 4 
23.3 

26.5 


30.6     33.9 


18.7 
40.0 


36.8 


20.3 
44.4 


41.7 


42.5  i  43.4 
26.1  I  27.2 


49.0 

38.6 

38.5  ' 

45. 0 

34. 9 

35.3  ! 

20  9 

18.6 

19  7  1 

17.9 

16.7 

15.7 

33  1 

33  2 

29. 3 

21.5 

17.6 

18.8  1 

21.6 


12.2 
18.2 

23.9 

17.8 

23.0 

21.2 
17.3 


74.2 

48.6 
59.9 

41.3 

102.7 

66.4 

78.4 

40.3 

42.8 

33.6 

14.1 
17.9 

32.4 

25.2 

20.3 
19.1 


59.8  I  61.0 

38.2  I  48.0 

49.8  50.0 

33.6  I  33.5 
82.4  I  89.9 
50.6     56.0 

66.9  I  71.0 
36.4     40.2 


38.1 

29. 1 

11.5 
16.8 

21.4 

17.6 

19.1 

20.3 
19.4 


40.1 

28.6 

12.0 
17.3 

23.1 

9.6 

21.4 

20.7 
188 


21.7 
18.1 
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Appendix  IX. 

SOURCES    OF   INFORMATION. 

The  following  list  of  railroads  comprises  those  whose  statistics  furnished  to  this 
■commission  have  been  employed  in  compiling  the  data  concerning: 

(a)  The  number  of  persons  employed  in  December,  1917,  grouped  according  to 
monthly  rates  of  wages. 

(b)  The  average  number  of  persons  employed  and  their  earnings  for  the  year  ended 
December  31,  1917,  grouped  by  the  occupational  classes  established  by  the  Interstate 
Commerce  Commission. 

Returns  from  all  railroads  in  the  list,  except  those  marked  f,  were  included  in  the 
compilation  to  ascertain  the  information  covered  by  paragraph  A. 

Returns  from  all  railroads  in  the  list,  except  those  preceded  by  an  asterisk  (*), 
were  included  in  the  compilation  to  ascertain  the  information  embraced  in  para- 
graph B. 

Certain  railroads  (not  included  in  either  list)  reported  too  late  to  be  included  in 
these  compilations. 

EASTERN   TERRITORY. 


Ann  Arbor  Railroad  Co. 

Atlantic  City  Railroad  Co. 

Atlantic  &  St.  Lawrence  Railroad  Co. 

Baltimore  &  Ohio  Railroad. 

Baltimore  &  Ohio  Chicago  Terminal. 

Boston  &  Maine  Railroad. 

Belt  Railway  Co.  of  Chicago. 

Baltimore,  Chesapeake  &  Atlantic  Rail- 
way Co. 

Buffalo  &  Susquehanna  Railroad  Cor- 
poration. 

Bessemer  &  Lake  Erie  Railroad  Co. 

Buffalo,  Rochester  &  Pittsburgh  Rail- 
way Co. 

Bangor  &  Aroostook  Railroad  Co. 

Cincinnati,  Indiana  &  Western  Railroad 
Co. 

Chicago,  Terre  Haute  &  Southeastern 
Railroad  Co. 

Chicago  Junction  Railroad  Co. 

Chicago  &  Western  Indiana  Railroad  Co. 

Cumberland  Valley  Railroad  Co. 

Central  Vermont  Railway  Co. 

Central  New  England  Railway  Co. 

Chicago,  Indianapolis  &  Louisville  Rail- 
way Co. 

Chicago,  Detroit  &  Canada  Grand  Trunk 
Junction  Railroad  Co. 

Cleveland,  Cincinnati,  Chicago  &  St. 
Louis  Railway  Co. 

Central  Railroad  Co.  of  New  Jersey. 

Chicago  &  Eastern  Illinois  Railroad  Co. 

Cincinnati  Northern  Railroad  Co. 

Canadian  Pacific  Railroad  Co. 

Detroit,  Toledo  &  Ironton  Railroad  Co. 

Detroit  &  Mackinac  Railway  Go. 

Detroit  &  Toledo  Shore  Line  Railroad  Co. 

Detroit,  Grand  Haven  &  Milwaukee  Rail- 
road Co. 

Duluth,  South  Shore  &  Atlantic  Railway 
Co. 

Delaware,  Lackawanna  &  Western  Rail- 
road Co. 

Delaware  &  Hudson  Co. 

Elgin,  Joliet  &  Eastern  Railway  Co. 

Erie  Iiailroad. 

Grand  Trunk  Western  Railway  Co. 

Grand  Rapids  &  Indiana  Railway. 

Hocking  Valley  Railway  Co. 


Indiana  Harbor  Belt  Railroad  Co. 

Illinois  Central  Railroad  Co.  (north  of 
Ohio). 

KanaAvha  &  Michigan  Railway  Co. 

Lake  Erie  &  Western  Railroad  Co. 

Lehigh  &  New  England  Railroad  Co. 

Lehigh  &  Hudson  River  Railway  Co. 

liong  Island  Railroad  Co. 

Lohigh  Valley  Railroad  Co. 

Maine  Central  Railroad  Co. 

Monongahela  Connecting  Railroad  Co. 

*Maryland,  Delaware  &  Virginia  Railway 
Co. 

Monongahela  Railway  Co. 

Mineral  Range  Railroad  Co. 

Michigan  Central  Railroad  Co. 

New  York,  Philadelphia  &  Norfolk  Rail- 
road Co. 

New  York,  Susquehanna  &  Western  Rail- 
road Co. 

New  York,  Ontario  &  Western  Railway 
Co. 

New  York  Central  Railroad  Co. 

New  York,  New  Haven  &  Hartford  Rail- 
road Co. 

New  York,  Chicago  &  St.  Louis  Railroad 
Co. 

Peoria  &  Pekin  Union  Railway  Co. 

Pittsburgh  &  Shawmut  Railroad  Co. 

Pittsburg,  Shawmut  &  Northern  Railroad 
Co. 

Port  Reading  Railroad  Co. 

Pittsburgh  &  West  Virginia  Railroad  Co. 

Pennsylvania  Lines  West. 

Pennsylvania  Railroad  Co. 

Philadelphia  &  Reading  Railway  Co. 

Pittsburgh  &  Lake  Erie  Railroad  Co. 

Pere  Marquette  Railway  Co. 

Rutland  Railroad  Co. 

Staten  Island  Rapid  Transit  Railway  Co. 

Sid  ell  &  Olney  Railroad  Co. 

Toledo,  St.  Louis  &  Western  Railroad 
Co. 

Toledo  &  Ohio  Central  Railway  Co. 

Union  Railroad  Co. 

Ulster  &  Delaware  Railroad  Co. 

"WTieeling  &  Lake  Erie  Railroad  Co. 

Western  Maryland  Railroad  Co. 

Wabash  Railway  Co. 
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SOUTHERN   TERRITORY. 


Atlantic  Coast  line  Railroad. 

Alabama  Great  Southern  Railroad. 

Atlanta,  Birnnngham  &,  Atlantic  Rail- 
way. 

Alabama  &  Vicksburg  Railway. 

Atlanta  ife  West  Point  Railroad  Co. 

Birmingham  Southern  Railroad  Co. 

Ch^  sapeake  &  Ohio  lines. 

C  ntral  of  Georgia  Railway  Co. 

Cincinnati,  New  Orleans  &  Texas  Pacific 
Railway. 

Carolina,  Clinchfield  &  Ohio  Railway. 

Charleston  &  Western  Carolina  Railway. 

Coal  &  Coke  Railway. 

Florida  East  Coast  Railway. 

Georgia  Railroad. 

Georgia  Southern  &  Florida  Railway. 

Gulf,  Mobile  &  North  rn  Railroad. 

Gulf  &  Ship  Island  Railroad. 

Illinois  Central  (south  of  Ohio  River). 


Louisville  &  Nashvill''  Railroad. 

Louisville,  Henderson  &  St.  Louis  Rail- 
way. 

Mobile  tt  Ohio  Railroad. 

Norfolk  &  Westtrn  Railway. 

Nashville,  Chattanooga  &  St.  Louis  Rail- 
way. 

Norfolk  Southern  Railroad. 

New  Orleans  &  Northeastern  Railroad. 

New  Orleans  Great  Northern  Railroad. 

Richmond,  Fredericksburg  &  Potomac 
Railroad . 

Southern  Railway. 

S'  aboard  Air  Line. 

Southern  Railway  Co.  in  Mississippi. 

T'  nnss  >e  C-  ntral  Railroa,d. 

Virginian  Railway. 

W.  st  rn  Railwav  of  Alabama. 

Washington  Southern  Railway  Co. 

Yazoo  &  Mississippi  Valley  Railroad . 


WESTERN   TRRRITORV. 


Arizona  Eastern  Railroad  Co. 
Arizona  &  New  Mexico  Railway. 
Atchison,  Topeka  &  Santa  Fe  Railroad 

Co. 
Bingham  &  Garfi^'ld  Railway  Co. 
Chicago  &  North  W(  stern  Railway  Co. 
Chicago  &  Alton  Railroad  Co. 
Chicago,  iviilwaukee  &  St.  Paul  Railwav 

Co. 
V  Chicago,  Burlington  ife  Quincv  Railroad 

Co. 
Chicago,  Rock  Island  &  Pacific  Railwav 

Co. 
Chicago,  St.  Paul,  Minneapolis  &  Omaha 

Railroad . 
Chicago  Great  Western  Railroad  Co. 
Chicago,  Peoria  &  St.  Louis  Railroad  Co. 
Chicago,  Rock  Island  &  Gulf  Railroad. 
Colorado  &  Southern  Railroad  Co. 
Colorado  &  Wyoming  Railroad  Co. 
Colorado  Midland  Railroad  Co. 
*Copper  River  &  Northwestern  Railroad 

Co. 
Cripple  Creek  &  Colorado  Springs  Rail- 
road. 
DeuA'or  tk  Salt  Lake  Railroad  Co. 
Duluth,  Missabe  &  Northern  Railroad. 
Duluth,  Winnipeg  &  Pacific  Railway  Co. 
Duluth  &  Iron  Range  Railroad  Co, 
Denver  &  Rio  Grande  Railroad  Co. 
El  Paso  &  Southwestern  system. 
*Fort  Worth  ct   Rio  Grande  (in  Frisco 

system). 
Fort  Worth  &  Denver  City  Raihvay  Co. 
Galveston,    llarrisburg    &"  San    Antonio 

Railway  Co. 
*Grand  Canyon  Raihvay  Co.    fin   Santa 

Fe  system). 
Great  Northern  Railway. 
Galveston  Wharf  Co. 
Houston  &  Texas  Central  Railroad  (^o. 
Houston  East  &  West  Texas  Railway  Co. 


International  &  Great  Northern  Railway 
Co. 

Kansas  City  Southern  Railway  Co. 

Kansas  City,  Mexico  &  Orient  Railroad 
Co. 

Kansas  City,  Mexico  &  Orient  Railroad 
of  Texas. 

Kansas  City  Terminal  Railvray  Co. 

*Lake  Charles  &  Northern  Railway  Co. 

Los  Angeles  c^  Salt  Lake  Railroad. 

liOuisiana  &  Arkansas  Raihvay  Co. 

Louisiana  Railway  &  Navigation  Co. 

Midlanel  Valley  Railroad. 

Minneapolis,  St.  Paul  &  Sault  Ste.  Marie 
Raihvay. 

Minneapolis  ct  St.  Louis  Railroad. 

Missouri  Pacific  Railroad. 

Missouri,  Kansas  &  Texas  Railroad. 

Missouri,  Kansas  &  Texas  of  Texas. 

Missouri,  St.  Louis  &  Texas,  &  Steam- 
ship Co. 

Missouri  &  North  Arkansas  Railroad  Co. 

Missouri,  Oklahoma  &  Gulf  Railway. 

Morgan's  Louisiana  ct  Texas  Railroad  & 
Steamship  Co. 

Nevada  Northern  Railway  Co. 

New  Orleans,  Texas  &  Mexico  Railway. 

Northwestern  Pacific  Railway. 

Northern  Pacific  Raihvay. 

tOahu  Railway  &  Land  Co. 

St.  Louis,  San  Francisco  &  Texas  Rail- 
way. 

St.  Louis,  Brownsville  &  Mexico  Rail- 
way. 

St.  Louis-San  Francisco  Railway. 

St.  Louis  Southwestern  Railway. 

Southern  Pacific  Co. 

San  Antonio  &  Aransas  Pass  Raihvay  Co. 

Spokane,  Portland  it  Seattle  Raihvay  C'o. 

Spokane  &  Inland  Empire  Railroad  Co. 

Spokane  International  Raihvay. 

St.  Louis  Merchants  Bridge  Terminal. 
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St.  Louis  &  Southwestern  of  Texas 
St.  Louis  &  Southwestern  system). 

St.  Joseph  &  Grand  Island  Railway. 

Texas  &  Pacific  Railway. 

Texas  &  New  Orleans  Railroad  Co. 

Texarkana  &  Fort  Smith  Railway. 

Toledo,  Peoria  &  Western  Railway. 

Trinity- <fe  Brazos  Valley  Railway. 

Terminal  Railway  Association  of 
Louis. 


(in 


St. 


Union  Pacific  system. 

Vicksburg,  Shreveport  &  Pacific  Rail- 
way Co. 

tWestern  Allegheny  Railroad. 

Western  Pacific  Railroad  Co. 

Wichita  Falls  &  Northwestern  Railway 
Co. 

Wichita  Valley  Railway  Co. 


Appexdix  X. 


SLEEPING   CAR   COMPANIE.S. 


.Statistics  concerning  the  rates  of  wages  and  conditions  of  employment  of  em- 
ployees of  the  Pullman  Co.  were  procured  by  the  commission,  but  it  was  not  found 
feAsible  to  combine  them  with  those  of  the  roads.  The  statistics  are  here  presented 
as  an  indication  of  the  effect  which  the  commission's  plan  of  increases  may  have 
upon  that  company  and  its  employees. 

Number  of  all  employees  of  the  Pullman  Co.,  operating  department,  earning  salaries  as 

shown  below. 


Earnings. 


$30  or  less 

$30.01  toi«35... 
$35.01  to  $40... 
$40.01  to  $45... 
$45.01  to  $.50... 
$.50.01  to  .$.55... 
$55.01  to  $60... 
$60.01  to  $65... 
$65.01  to  $70... 
$70.01  to  $75... 
$75.01  to  .$80... 
$80.01  to-SSo... 
.$85.01  to  $90... 
$90.01  to  .$95... 
.$95.01  to  $100. . 
$100.01  to  $110. 
$110.01  to  $120. 
.$120.01  to  $130. 
$130.01  to  $140. 
$140.01  to  $150. 
$150.01  to  $160. 
$160.01  to  $170. 
$170.01  to  $180. 
$180.01  to  .$190. 
$190.01  to  .$200. 
$200.01  to  $210. 
$210.01  to. $220. 
$220.01  to  $2.30. 
$230.01  to  $240. 
$240.01  to  $250. 


December, 
1915. 


Per  cent 
of  total. 


.745 

966 

,032 

,047 

,154 

,2.50 

,668 

745 

591 

645 

655 

,227 

,205 

960 

403 

277 

60 

95 

32 

26 

1 

8 

17 

1 

22 

3 

1 

12 


19.863 

5.124 

5.474 

10.857 

6.121 

6.630 

8.847 

3.951 

3.135 

3.421 

3.474 

6.508 

6.391 

5.092 

2. 137 

1.469 

.318 

..504 

.170 

.133 

.005 

.042 

.090 

.005 

.117 

.016 

.005 

.004 


.037 


Cumula- 
tive per 
cent. 


19. 863 
24.987 
.30. 461 
41.318 
47.439 
.54.069 
62.916 
66.867 
70.002 
73.423 
76. 897 
83.405 
89. 796 
94. 888 
97.025 
98. 494 
98.812 
99.316 
99. 486 
99. 619 
99. 624 
99. 666 
99. 756 
99. 761 
99. 878 
99. 894 
99. 899 
99.963 
99.963 
100.000 


December, 
1917. 


3,985 

1,049 

1,292 

1,000 

741 

559 

675 

837 

1,721 

619 

1,681 

811 

726 

944 

952 

1,365 

683 

147 


Per  cent 
of  total. 


19.886 

5.235 

6.447 

4.990 

3.698 

2.790 

3.368 

4.177 

8.588 

3.089 

8.389 

4.047 

3.623 

4.711 

4.751 

6.812 

3.408 

.734 

.379 

.344 

.055 

.129 

.050 

.025 

.055 

.050 

.005 

.070 

.010 

.085 


Cumula- 
tive per 
cent. 


19. 886 
25.121 
31.568 
36.558 
40. 256 
43.046 
46.414 
50.591 
59. 179 
62. 268 
70  657 
74.704 
78.327 
83.038 
87. 789 
94.601 
98.009 
98. 743 
99. 122 
99. 466 
99.521 
99.650 
99. 700 
99.725 
99.780 
99. 830 
99. 835 
99.905 
99.915 
100.000 
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Average  number  of  employees  of  the  Pullman  Co.  for  the  years  ending  Dec.  31,  1915 
and  1917,  exclusive  of  shops,  also  showing  the  average  monthly  earnings  of  each  class. 


1915 

1917 

Number. 

Amount. 

Average 

per 
month. 

Number. 

Amount.    . 

Average 

per 
month. 

1.  General    officers,    S3.000    per 

37.0 
4.0 

10.4 

117.0 

724.6 

523.1 

45.0 

298.4 

60.8 

540.8 

644.5 

3.334.8 

2, 223. 3 

6.592  6 

21.7 

$364,000.00 

9,300.00 

35,705.73 

206,127.35 

845,478.80 

370.164.09 

19.686.18 

262.387.94 

78.125.52 

410,360.12 

407.732.19 

1,988,777.15 

2,510,399.99 

2.696.787.92 

17,582.46 

$819. 82 

193.75 

286.10 

146.81 

97.24 
58.97 
36.46 
73. 28 
107.08 
63.23 
52.72 
49.70 
94.09 
.34.09 
67.52 

44.0 
6.0 

28.7 

97.3 

947.8 

429.7 

.51.8 

305.7 

75.1 

632.6 

755.3 

3.704.5 

2.371.9 

7.520.4 

30.0 

$429,100.00 

15,400.00 

97,388.21 

185.634.80 

1,230.181.44 

300.024.54 

25,273.67 

297,069.46 

113. 692. 50 

540. 115- 97 

.563,318.98 

2,613.317.26 

3.214,3.57.47 

3,602,703.71 

24,962.02 

$812. 69 

2.  General  officers  below  S3,000 

213. 89 

3.  Division    officers,    $3,000    per 

282. 78 

4.  Di\ision  officers  below  $3,000 

158. 99 

5.  Clerks,  S900  per  annum  and 

108. 16 

6.  Clerks  below  $900  per  annimi.. 

7.  Messengers  and  attendants 

58.18 
40.66 
80.98 

126. 16 

71.15 

27.  Other  unskilled  laborers 

62.15 
58.79 

112  93 

71.  Porters  and  maids 

72    Rarliers          

39.92 
69.34 

Classification  and  average  number  of  employees,  also  average  earnings  for  the  Pullman  Co. 
Calumet  shops,  month  of  December,  1915  and  1917. 


Classification. 


December,  1915. 


5.  Clerks  $900  per  an- 

num and  upward. 

6.  Clerks   below   $900 

per  annum 

7.  Messengers  and  at- 

tendants   

11.  General  foremen 

12.  Gang     and     other 

foremen 

13.  Machinists 

15.  Blacksmiths 

18.  Carpenters 

19.  Painters    and    up- 

holsterers  

20.  Electricians 

21.  Air-brake  men 

22.  Car  inspectors 

23.  Car  repairers 

24.  Other  skilled  labor- 

ers   

25.  Mechanics,  helpers 

etc 

27.  Other  unskilled  la- 
borers  

66.  Policemen  and 
watchmen 

Total 


Total 
hours. 


Shop 
work- 
ing 
hours. 


2,766 

4,986i  , 

691  J. 

461    . 

I 

10,989^:. 

6, 78841 , 

l,595il. 

5,4.34  I. 

54,046?  , 

10, 734J  , 

2,03Sf 

1,135 

85,059  ^ 

l,791i 
20, 129i 
4.3,746J 

3,019§ 


Vverage 
num- 
ber of 
men. 


4 
29 
6 
23 

234. 
46. 

8. 

4. 
369. 


189. 
13. 


Amount 
earned. 


$1,162.00 

1,308.40 

97.00 
441.66 

4,651.69 

2, 359. 20 

685.41 

1, 624. 00 

19, 523. 65 

4,470.21 

727. 78 

497.53 

29, 754. 00 

473.34 
5, 245. 52 
9, 850. 34 

650.90 


255, 413ij      230J  1, 108. 08  83, 522. 53 


Aver- 
age 
ekm- 
ings. 


$96.83 


32. 33 
220.83 

97.  ,58 
80.11 
99.05 
68.90 

83.26 
95.99 
82. 33 
101.12 
80.63 

60.84 

60.07 

51.90 

49.69 


December,  1917. 


Total 
hours. 


Shop 
work- 
ing 
hours. 


4,978* 


60. 49  3, 288 

752 
439* 

10,  .571jl . 
9,601}!. 
1,810  . 
5,4391  . 

43, 145J  . 
11,099J. 

1,273  . 

l,501i  . 
69,146?:. 

8,690*. 

23,787}. 

38, 258}  j. 
1,500  . 


75.38  235,282} 


230J 


.Vverage 
num- 
ber of 
men. 


21.60 

14.26 

3.26 
1.91 

45. 86 

41.65 

7.85 

23.60 


A  mount 
earned. 


Aver- 
age 
earn- 
ings. 


$2, 11,8.  a3  $98. 06 

805. 61 !  56.49 

128.081  39.29 
480.00  251.31 

5,0.5.8.44110.30 

3,454.671  82.92 

815.19103.85 

1,932.19!  81., 87 


187.1818,234.25'  97.42 

48. 15;  5, 276. 85  109. 59 

5.52       .501.83   90.91 

6.51       6S6. 23  105.41 

299. 99,28, 184. 30|  93.95 

37.70  3,042.85  80.71 
103.20:  7,245.47   70.21 


165.9810,961.72 
6.51       520.68 


66.04 
79.98 


1,020. 75  89, 446. 39j  87.63 


No.  23  includes  truck  and  platform,  body  builders,  inside  finishers,  trimmers,  cabinetmakers,  steam 
fitters,  tinners  and  plumbers,  brass  finishers,  glass. 

For  arri^ing  at  the  average  number  of  employees  for  each  class  the  total  hours  worked  are  divided  by  the 
shop  working  hours.  The  shop  working  hour,s  for  December,  1915,  were  230*  and  while  the  shop  working 
hours  for  December,  1917,  were  but  2192  in  order  to  obtain  a  correct  comparison  the  same  number  of  hours 
(230*)  were  used  for  both  Deqember,  1915^  anil  December,  1917. 
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Chif^iiijication  and  overage  number  of  employees,  also  average  earnings  for  the  Pullman 
Co.,  Wilmington  shops,  month  of  December,  1915  and  1917. 


Classification. 


December,  1915. 


Total 
hours. 


Clerks  $900  per  an- 
num and  upward. 

Clerks  below  $900 
per  annum 

Messengers  and  at- 
tendents 

Assistant  engineers 
and  draftsmen 

General  foremen 

Gang  and  other 
foremen 

Machinists 

Blacksmiths 

Carpenters 

Painters  and  up- 
holsterers  

Electricians 

Air-brake  men 

Car  inspectors 

Car  repairers 

Other  skilled  la- 
borers  

Mechanics, helpers, 
etc 

other  unskilled  la- 
borers   

PoUcemen  and 
watchmen 


Shop 
work- 
ing 
hours. 


2, 182 

3, 6684 

363 

2304 
461" 

S,  292i 

7,824J 

1,6885- 

784' 

42,528J 

10,4141 

579i 

922 

59, 660J 


Total 179,889§ 


2, 076J 

9,970J 

26, 762J 

1,480? 


230J 


Average 
num- 
ber of 
men. 


Amount 
earned. 


1S4. 
45. 

2. 

4. 
258. 


47|  mso. 

91       971. 

57         44. 


SO. 
450. 


97  3,402. 
94i  2,189. 
32  631. 
40       197. 

5113,434. 
181  2,853. 
51  141. 
OOi  365. 
83117,537. 


9.01;      548. 
43. 
116. 
0. 


1,844- 

5,620. 

272. 


780.43  51,536.39 


Aver- 


eam- 

ings. 


December,  1917. 


$100. 
61. 

28. 

80. 
225. 

94. 
64. 
,S6. 
5S. 

72. 
63. 
50. 
91. 
67. 

60. 

42. 

48. 
42. 


66.04 


Total 
hours. 


5, 24&i 
1,732 


Shop  Average 

work-     num-    Amoimt 

ing       ber  of  i  earned, 
hours,    men. 


943i: 

216h' 
433 


Aver- 
age 
earn- 
ings. 


22. 74  $2, 106. 92|$92. 65 
7.51  513.751  68.41 
4.09       171.681  41.98 


10, 051f  I 
6,7.59^ 
1,014  I 

l,189ij 

30,313*1 

8,796|;. 

oOlfi 


48,340 

2, 8281 j 

6, 712j| 

19*,  324^1 

1,197 


145,594i       230i 


.94 
-    1.88 

43.61,  5, 
29.331  2, 

4.401 

5.16 

131.5112, 
38.16   3, 
2.18 


90.00 
525.00 

312. 82 
584. 63 
512.  67 
411.41 

975. 22 
053. 39 
199.  .50 


209.7219,689.88 
,052.59 
,  144. 23 
,058.99 
315.00 


12.27 
29.12 
83. 84 
5.19 


631. 65 


75, 717. 68 


95.74 
279. 26 

121.83 
88. 12 

116.52 
79.73 

98.66 
80.02 
91.51 


93. 89 
85.79 
73.63 
72.27 
60.69 


91.38 


No.  23  includes  truck  and  platform,  body  buUders,  inside  finishers,  trimmers,  cabinetmakers,  steam 
fitters,  tinners  and  plumbers,  brass  finishers  and  glass. 

For  arriving  at  the  average  number  of  employees  for  each  class  the  total  hours  worked  are  divided  by  the 
shop  working  hours.  The  shop  working  hours  for  December,  1915,  were  2304  and  while  the  shop  working 
hours  for  December,  1917,  were  but  2193,  in  order  to  obtain  a  correct  comparison  the  same  number  of  hours 
<230i)  were  used  for  both  December,  1915.  and  December,  1917. 
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Number  of  employees  and  average  rate  per  day  at  all  shops  for  each  month  from  January, 
1916,  to  December,  1917,  both  inclusive. 


Calumet. 


Number 
of  em- 
ployees. 


Average 
per  day. 


Buffalo. 


Number 
of  em- 
ployees. 


Average 
per  day. 


Wilmington. 


Number 
of  em- 
ployees. 


Average 
per  day. 


January 

February . . 
March ...... 

April 

May 

June 

July 

August 

September. 

October 

November. 
December. . 


1916. 


January 

February . . 

March 

April 

May 

June 

July 

August 

September. 

October 

November. 
December. . 


1917. 


1,148 

1,125 

997 

1,0S0 

1,172 

1, 158 

565 

689 

791 

1,155 

1,200 

1,124 


1,022 
1,021 
1.076 
1,052 
1,089 
1,176 
1,119 
1,119 
1,051 
1,096 
1,091 
1,073 


2.97 
3.01 
3.04 
3.07 
3.10 
3.  IS 
3.15 
3.17 
3.13 
3.16 
3.19 


3.18 
3.20 
3.17 
3.20 
3.33 
3.36 
3.41 
3.37 
3.42 
3.40 
3.42 
3.42 


1,320 
1,130 
984 
981 
963 
653 
423 
450 
544 
763 
885 
936 


903 
932 
852 
748 
709 
713 
697 
702 
728 
739 
761 


82.81 
2.81 
2.85 
2.88 
2.93 
3.01 
3.02 
3.07 
3.07 
3.07 
3.07 
3.07 


3.15  ; 

3.17  I 

3.18  I 
3.23  I 
3.31 
3.34 
3.39 
3.44  I 
3.44 
3.47 
3.51  ! 
3.54 


In  2  years  (increase  per  day.  56  cents) 

During  year  1917(increase  per  day,24  cents). 


.73 


818 
876 
895 
843 
835 
795 
473 
458 
594 
749 
826 
865 


825 
847 
810 
731 
754 
747 
698 
667 
655 
695 
667 
672 


$2.61 
2.64 
2.62 
2.67 
2.73 
2.76 
2. 85 
2.81 
2.82 
2.80 
2.82 
2.8.5- 


2.86 
2.89 
2. 88 
3.04 
3.16 
3.15 
3.20 
3.19 
3.26 
3.25 
3.34 
3.57 


.9ti 
.71 


January 

February. . 

March 

April 

May 

June 

July 

August 

September. 

October 

November. 
December. . 


1916. 


January 

February . . 
March..!... 

April 

May 

June 

July 

August 

September. 

October 

November. 
December. . 


1917. 


Richmond. 


^o"?m-'  '  Average 

pioy^.  p«^d^y- 


St.  Louis. 


Ludlow. 


Number     K„f.fr,„^    Number 

of  em-     nerdll       o^®"^' 
ployees.    P®'  °^^-  \  ployees. 


522 
521 
526 
539 
535 
508 
339 
321 
346  j 
419  I 
450  I 
446  1 


453 
449 
422 
413 
418 
432 
428 
417 
407 
416 
423 
427 


In  2  years  (increase  per  day,  56  cents) 

During  year  1917(increase  per  day,24  cents). 


$3.04 
3.06 
3.05 
3.09 
3.07 
3.09 
3.17 
3.16 
3.22 
3.17 
3.17 
3.20 


3.25 
3.29 
3.33 
3.30 
3.32 
3.37 
3.44 
3.45 
3.59 
3.53 
3.62 
3.69 


357 
364 
366 
367 
367 
366 
276 
354 
359 
360 
363 
371 


366 
372 
366 
360 
366 
365 
364 
357 
363 
365 
373 
358 


$2.82 
2.82 
2.78 
2.89 
2.90 
2.91 
3.00 
2.91 
2.94 
2.91 
2.93 
2.86 


2.94 
2.94 
2.96 
3.00 
2.98 
3.10 
3.16 
3.14 
3.25 
3.24 
3.29 
3.25 


128 
134 
136 
137 
135 
137 
131 
135 
124 
136 
141 
140 


129 
139 
139 
142 
143 
145 
142 
143 
146 
149 
150 
150 


Average 
per  day. 


$2.82 
2.81 
2.75 
2.91 
2.89 
2.87 
2.94 
2.85 
2.92 
2.87 
2.87 
2.87 


2.91 
2  94 
2.«7 
2.93 
2.99 
3.10 
3.11 
i.Ob 
3.13 
3.07 
3.18 
3.27 
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Number  of  employees  at  the  Pullman  Co.  repair  shops  and  amount  earned. 


Shops. 

Total 

hours 

worked. 

Pay  roll. 

Bonus. 

Total  pay- 
roll. 

Maxi- 
mum 
work 
hours. 

Number  of 
employees. 

Average 
earnings. 

Monthly 

Total. 

Aver- 
age. 

average. 

Year  ending  Dec. 
31,  1915. 

2,035,720 
1,471,379 
1,382,629 
1,100,050 
824,297 
314,697 

$678,377.87 
463,785.16 
399,063.64 
369,458.11 
259, 607. 09 
97,634.34 

2, 7541 
2,740 
2, 754J 
2, 7201 
2,740J 
2,7541 

8,887 
6,469 
6, 035 
4,860 
3,618 
1,371 

741 
539 
.503 
405 
301 
114 

$915.49 
860. 45 
793. 37 
912. 24 
859. 63 
856.44 

$70  29 

Buffalo 

71  70 

Wilmington 

66  11 

Richmond.. 

76  02 

St.  Louis 

71  64 

Ludlow 

71  37 

Total 

7, 128, 772 

2,267,926.21 

31,240 

2,603 

871.27 

72.61 

Vcar  (tiding  Dec. 
31,  1917. 

Calumet 

2,983,998 
2,118,896 
2,012,992 
1,163,364 
1,004,192 
392, 181 

$1,102,517.06 

S3  4flQ  Q.^ 

1  106  017.01 

9  7F.e, 

12,985 
9,282 
8,768 
5,105 
4,381 
1,717 

1  082 

1    099   90 

85  18 

Buffalo 

785,871.34   4'nsi..=^7 

789,952.91    2!738 
703,528.84!  2,752i 
444,984.23'  2,735 
348,436.17    2,7.50 
133,737.311  2,744| 

'774    rn9n  fii 

85  05 

Wilmington 

Richmond 

St.  Louis 

700, 688. 42 
443,093.98 
346, 242. 20 
132,806.56 

2, 840. 42 

1,890.25 

2,193.97 

930.  75 

731 
425 
365 
143 

962.42 

1,047.02 

954.62 

935. 23 

80.20 
87.25 
79  55 

Ludlow 

77  94 

Total 

9,675,623 

3,511,219.56 

15,436.91 

3,526,656.471 

42,238 

3,520 

1,001.89 

83.50 

Rates  of  pay  of  car-service  employees. 


Rates  of  pay  per  month. 

Regular 
service. 

Certain 

limited 

train 

service. 

Conductors: 

First  6  months 

$77.00 
82.50 
88.00 
93.50 
99.00 
104. 50 
110.00 
112. 50 
115. 00 
117.50 
120.00 
122.  50 
125.00 
70.00 
65.00 
65.00 
75.00-85.00 

75.00 
60.00 
40.00 
30.00 

60.00 
40.00 
30.00 

40.00 
32.25 
35.00 
33.00 

Second  6  months 

Second  vear 

Third,  fourth  and  fifth  vears 

Sixth,  seventh,  eighth,  ninth,  and  tenth  vears 

$110.00 

After  10  years  up  to  15  years ! 

110.00 

After  15  vears  up  to  20  years 

115.50 

After  20  years  up  to  25  years 

118  00 

After  25  years  up  to  30  vears 

120. 50 

After  30  vears  up  to  35  years 

123. 00 

After  35  years  up  to  40  years 

125. 50 

After  40  years  up  to  45  years 

128.00 

After  45  years 

130.  .50 

Train  stenographers 

Stewards 

Barbers 

Private-car  cooks .          • .     . 

Dining-car  cooks: 

First 

Second 

Third 

Fourth 

Kitchen-car  cooks: 

First 

Second 

Third ... 

Waiters:  1 

Private  car ^ 

Dining  car 

Kitchen  car 

Maids,  fixed  rate 

]  Buffet  porters-waiters  receive  porters'  rates  of  salary  and  3  per  cent  commission  on  sales. 
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Rates  of  pay  of  car-service  employees — Continued. 


Initial 
rate. 

After  serving. 

15 
years. 

20 
years. 

25 
years. 

30 
years. 

35 

years. 

40 
years. 

45 
years. 

J'orlers: 

$50.00 
45.00 
45.00 
45.00 
45.00 
45.00 
42.00 
40.00 
35.00 
30.00 
35.00 
1.07A 

$53.00 
48.00 
48.00 
48.00 
48.00 
48.00 
45.00 
42.00 
37.00 
32.00 

$54.00 
49.00 
49.00 
49.00 
49.00 
49.00 
46.00 
43.00 
38.00 
33. 00 

$55. 00 
50.00 
50.00 
50.00 
50.00 
50.00 
47.00 
44.00 
39.00 
34.00 

S56.00 
51.00 
51.00 
51.00 
51.00 
51.00 
48.00 
45.00 
40.00 
35.00 

$57.00 
52.00 
52.00 
52.00 
52.00 
52.00 
49.00 
46.00 
41.00 
36.00 

$58.00 
53.00 
53.00 
53.00 
53.00 
53.00 
50.00 
47.00 
42.00 
37.00 

$59.00 

In  charge  sleeping  car 

54.00 

In  charge  parlor  car 

54.00 

54.00 

54.00 

54. 00 

51.00 

48.00 

43.00 

38.00 

Deadheading  on  passes,  per  day.. 

:::::::::::::::: 

In  addition  to  the  rates  of  pay  above  shown  a  bonus  of  $5  per  month  for  the  6  months  ending  June  30, 
1917,  was  paid  to  every  conductor,  amounting  to  $30  for  each  conductor  who  worked  the  entire  6  months, 
and  for  the  6  months  ending  Dec.  31, 1917,  a  bonus  was  paid  to  each  conductor  of  10  per  cent  on  his  earnings 
during  that  period. 

All  other  car  service  employees  were  paid  bonuses  amounting  to  10  per  cent  of  their  entire  earnings  for 
the  year  1917  in  two  installments,  one  to  cover  the  6  months  ending  June  30,  1917,  and  the  other  for  the 
remaining  6  months. 

All  those  car-service  employees  who  served  with  a  clear  record  during  the  entire  year  1917  received  in 
addition  to  the  foregoing  an  e.Ktra  month's  salary,  or  in  those  cases  where  they  were  unavoidably  absent 
on  account  of  sickness  or  for  other  good  reasons  a  proportion  of  an  extra  month's  salary  based  on  the  number 
of  month's  service  performed  within  that  year. 

COMPARATIVE  FREIGHT  RATES. 

At  the  request  of  the  committee,  the  followmg  memorandum  on 
comparative  freight  rates  and  comparative  capital  per  mile,  United 
States,  United  Kingdom,  France,  and  Germany,  was  furnished  by 
Ml.  Julius  Kriittschnitt,  president  Southern  Pacific  Railroad  Co.: 

The  most  recent  general  comparison  of  railway  statistics  of  the  United  States  with 
those  of  foreign  countries  is  a  bulletin  of  the  Bureau  of  Railway  Economics,  No.  100, 
entitled  ''Comparative  railway  statistics.  United  Stales  and  foreign  countries,  1913.'' 
The  comparisons  in  this  bulletin  are  mostly  of  the  calendar  year  1913  or  the  period 
most  nearly  approaching  that  year,  and  may  be  considered  as  the  last  normal  statistics 
preceding  the  war.  The  statistics  for  the  United  States,  United  Ivingdom.  France, 
and  Germany  quoted  below  from  the  bulletin  were  secured  from  the  official  railway 
reports  of  the  respective  countries,  as  follows: 

United  States:  Twenty-sixth  annual  report  on  the  statistics  of  railways  in  the  United 
States  for  the  year  ended  June  30.  1913.     Interstate  Commerce  Commission. 

United  Kingdom:  Returns  of  the  capital,  traflic,  receipts,  and  working  expenditure, 
etc.,  of  the  railway  companies  of  the  United  Kingdom  for  the  year  1913.  Commercial 
department.  Board  of  Trade. 

France:  Statistique  des  chemins  de  fer  Francais,  au  31  Decembre,  1913.  Interet 
general.     Ministere  des  Travaux  Publics. 

Germany:  Statistik  der  im  Betriebe  befindlichen  Eisenbahnen  Deutschlands, 
Rechnung.sjahi",  1913. 

The  average  receipts  j)cr  ton  in  1913  were  as  follows  for  the  four  countries: 

United  States $1. 068 

United  Kingdom 778 

France 898 

Germany 773 

The  principal  reason  why  the  average  for  the  United  States  is  higher  than  for  the 
other  three  countries  is  that  the  average  haul  per  ton  is  very  much  greater  than  else- 
where. In  the  United  States  the  average  haul  in  1913  was  260  miles,  in  France  77.8 
miles,  and  in  Germany  62  miles.  In  England  the  average  haul  is  estimated  by  W.  M. 
Acwortb,  the  British  economist,  at  from  25  to  30  miles. 
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The  average  vereipts  jier  ton-mile  in  l^l'A  were  as  follows: 

Cents. 

United  States ().  729 

France 1 . 1  fil 

Gennany 1.244 

Here  again  oflicial  returns  are  not  availal)le  for  the  United  Kingdom,  although  Mr. 
Aeworth  estimates  it  at  about  2.3  rents.  Mr.  Edwin  A.  Pratt,  an  English  writer  qu 
railway  subjects,  in  a  book  published  in  1900,  entitled  "'Railways  and  Their  Rates." 
devotes  a  number  of  pages  (fi  to  ]\)  to  the  subject  of  comparative  freight  rates  in  the 
United  Ivingdom  and  the  United  States.  Ke  accepts  without  argument  the  general 
claim  that  railway  rates  on  that  side  of  the  Atlantic  are  substantially  higher  than  they 
are  on  this  side,  and  devotes  his  attention  mainly  to  explaining  why  such  is  the  fact. 
Another  British  writer,  Mr,  (now  Sir)  (Jeorge  Paish,  in  a  book  published  in  1902,  under 
the  title  of  'The  British  Railway  Position,"  makes  a  number  of  com^iarisons  of  the 
efficiency,  earnings  and  expenses,  train  loading,  etc.,  of  .\merican  and  British  rail- 
ways, the  advantage  being  always  with  the  American  roads.  In  respct  to  average 
receipts  per  ton-mile,  Mr.  Paish  presents  a  comparative  table  fp.  ?>(\).  sl.wwing  that  in 
1900  the  average  on  the  Pennsylvania  Railroad  was  about  0.55  cent  per  ton-mile, 
while  on  the  London  &  North-Western  Railway  of  England  it  was  about  2.41  cents. 

Tm'ning  to  a  comparison  of  freight  charges  in  the  United  States,  United  Kingdom, 
France,  and  Germany,  based  on  similar  commodities  hauled  for  corresponding  dis- 
tances, there  have  been  a  number  of  studios  along  that  line.  For  example.  Prof. 
Henry  C.  Adams,  then  in  charge  of  statistics  and  accoimts  of  the  Interstate  Commerce 
Commission,  prepared  in  1905,  at  the  retpiest  of  the  Senate  Committee  on  Interstate 
and  Foreign  Commerce,  a  table  showing  specific  freight  ratos  on  a  number  of  selected 
commodities  in  the  United  States  and  in  Prussia-Hesse.  In  the  case  of  both  countries 
the  points  selected  were  those  between  which  freight  actually  mo^'ed  in  some  quan- 
tity. On  bituminous  coal  for  certain  specific  distances,  from  300  to  GOO  miles,  the 
American  rate  was  from  0.332  to  0.524  cent,  while  the  Prussian  rate  was  0.727  to  0,823 
cent,  the  longer  distances  in  each  case  sliowing  the  lower  rate  per  ton-mile.  On 
woolen  yarns,  for  distances  from  320  to  670  miles,  the  American  rate  was  from  1.48  to 
2.18  cents,  while  the  Prussian  rate  was  from  2.04  to  2.17  cents.  On  cotton  yarns,  for 
distances  of  from  50  to  330  miles,  the  American  rate  was  from  1.13  to  5,0(3  cents,  while 
the  Prussian  rate  was  from  2,40  to  3  cents.  On  coffee,  for  distances  of  from  270  to  330 
miles,  the  American  rate  was  from  0,91  to  1,18  cents,  while  the  Prussian  rate  was  from 
1,75  to  2.03  cents.  On  unmanufactured  tobacco,  for  distances  of  from  370  to  030  miles, 
the  American  rate  was  from  0,87  to  1.73  cents,  while  the  Prussian  rate  was  from  1.72 
to  1.74  cents. 

These  i-ates  were  published  in  a  digest  of  hearings  on  regulation  of  railwa>'  rates. 
Appendix  IX,  Prussian  Railway  Tariffs,  Senate  Document  244,  part  2,  Fifty-ninth 
Congress,  first  session,  pages  22-24. 

The  Bureau  of  Railway  Economics  in  1915  issued  a  comprehensive  statement  of 
comparisons  of  rates  on  certain  commodities  for  specific  distances  in  the  United 
States  and  a  nimiber  of  foreign  countries.  The  material  was  drawn  in  the  first  instance 
from  consular  reports  to  the  United  States  Waterways  Commission  and  most  of  it  was 
carefully  verified  by  the  Governments  of  the  various  countries  affected,  although 
complete  verification  proved  impossible  in  some  cases  on  account  of  the  outbreak  of 
the  war.  The  statement  was  published  as  a  bulletin  entitled  ''Comparison  of  rail- 
way freight  rates  in  the  United  States,  the  principal  countries  of  P^uroj^e,  South 
Australia,  and  South  Africa." 

From  the  foregoing  bidletin  the  following  information  has  been  dra\\'n  with  regard 
to  rate  comparisons  as  between  the  United  States,  United  Kingdom,  France,  and  Ger- 
many. It  will  be  understood  that  the  comparison  in  each  case  is  between  the  United 
States  and  a  particular  country,  and  is  based  on  the  number  of  quotations  and  the 
specific  distances  covered  by  that  comparison.  The  result  is  that  the  American 
averages  very  from  comparison  to  comparison  because  of  the  different  composition  of 
the  rates  which  went  to  make  them  up.  The  point  to  be  emphasized  in  each  case  is, 
the  American  showing  in  each  pan'  of  comparisons. 

The  average  charge  per  ton-mile,  in  cents,  was  as  follows  in  each  case: 


Bituminous  coal. 

United  States 0.  840 

United  Kingdom 943 

United  States 597 

Franc© 832 

United  States 532 

Germany 755 


Iron  ore. 

United  States 57f> 

United  Kingdom 1. 107 

United  States 401 

France 552 

United  States 444 

Germany 580 


1526      EXTENSION   OF   GOVERNMENT   CONTROL  OF   RAILROADS. 


Lumber. 

United  States 1.  691 

United  Kingdom 2.  931 

United  States 1. 026 

France 1.  006 

United  States 

Germany 

Stone. 

United  States 1.  501 

United  Kingdom 2.  737 

United  States 770 

France 823 

Fertilizer. 

United  States 2.  029 

United  Kingdom 2.  271 

United  States 1. 471 

France 1.  546 


Grain. 

United  States 1.  916 

United  Kingdom 2.  568 

United  States 1. 155 

France 1.  315 

United  States 795 

Germany 1.  254 

Logs. 

United  States 1.  538 

United  Kingdom 4.  837 

United  States 959 

Germany 1.  353 

Iron  and  steel  products. 

United  States 963 

France 1. 039 

United  States 1. 006 

Germany 1  ■  330 


COMPARATIVE    CAPITAL   PER   MILE. 

Bulletin  100  of  the  Bureau  of  Railway  Economics  shows  that  the  capital  per  mile  of 
line  in  1913  was  as  follows  in  the  United  States,  United  Kingdom,  France,  and  Ger- 
many: 

United  States $65,  861 

United  Kingdom 274,  027 

France 150,  439 

Germany 120,  049 

If  it  be  argued  that  one  reason  for  the  low  capitalization  per  mile  in  the  United 
States  is  due  to  th(>  fact  that  a  smaller  proportion  of  the  American  lines  are  double 
tracked  than  in  Eiu'ope  or  on  the  Continent,  railway  capital  of  each  country  can  easily 
be  reduced  to  averages  per  mile  of  main  track  (1,  2,  3,  4,  etc.)  and  per  mile  of  all  track 
(main  track,  yard  track,  and  sidings),  the  showing  for  1913  then  will  be  as  follows: 

Capital  per  mile,  191S. 


United 
States. 

United 
Kingdom. 

France 
(1912). 

Germany. 

$65,861 
55,697 
41,480 

$274,027 
159,680 
117,173 

$150,439 
105,904 

$120,049 

Per  mile  of  main  track 

85,620 

58,437 

It  will  be  seen  that  even  when  placed  upon  a  mile  of  main  track  or  mile  of  all  track 
comparison  the  American  railway  capital  is  much  lower  than  that  of  any  of  the  three 
foreign  countries  named.  Such  a  statement  as  the  foregoing  does  not,  of  course,  tell  the 
whole  story,  inasmuch  as  a  mile  of  line  costs  considerably  more  to  build  than  a  mile  of 
additional  track.  When  a  second  track  is  laid  there  is  either  no  additional  cost  for 
right  of  way  or  at  least  the  cost  is  not  proportional  to  the  cost  of  the  original  construc- 
tion. The  same  is  true  of  grading,  filling  in,  ballasting,  track  or  signal  facilities, 
additional  buildings,  etc.  In  other  words,  a  comparison  between  the  United  States 
and  the  other  countries  on  the  basis  of  all  tracks  is  advantageous  to  the  other  coun- 
tries and  disadvantageous  to  the  United  States,  in  so  far  as  the  proportion  of  addi- 
tional tracks  is  greater  abroad  than  here. 
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INFORMATION   FUENISHED   BY   DIRECTOR    GENERAL   HINES   AT 
REQUEST   OF   THE    COMMITTEE. 

February  3,  1919. 
Hon.  Ellison  D.  Smith, 

Chairman  Interstate  Commerce  Committee, 

United  States  Senate,  Washington,  D.  C. 
My  Dear  Senator:  In  response  to  your  letter  of  the  15th  of  January,  transmitting 
seven  questions  on  which  the  Interstate  Commerce  Committee  of  the  Senate  is  de- 
sirous of  obtaining  information,  I  have  the  honor  to  transmit  herewith  a  memorandum 
replying  to  qu<  stions  1,  2,  4,  5,  and  6,  with  appropriate  explanations. 

With  regard  to  question  3,  the  information  was  not  readily  available  from  any 
source,  but  effeirts  have  been  under  way  ever  since  the  receipt  of  your  letter  to  collect 
the  needed  facts,  and  I  expect  to  be  able  to  send  you  an  answer  to  this  question  late 
this  week. 

Question  7  relates  to  information  for  the  entire  12  months  of  1918  ■w'ith  regard  to  the 
previous  six  questions.     This  information  is  not  yet  available,  but  will  be  furnished 
to  your  committee  at  the  very  earliest  possible  moment. 
Very  sincerely,  yours, 

Walker  D.  Hines. 

(The    memorandum    referred    to    by    the    director   general   is    as 
follows :) 

Item  1.  A  list  as  of  date  January  1,  1919,  of  all  officers  anel  employees  of  the  central 
railroad  administration,  under  the  director  general;  anel  of  the  regional  administra- 
tion, under  regional  directors;  other  than  those  on  the  regular  pay  rolls  of  the  various 
railroad  companies  under  Federal  control,  together  with  all  salaries,  wages  and  com- 
pensation; also  office  rentals,  office  expenses,  traveling  expenses,  and  expenses  for 
publications,  posters,  advertising,  and  publicity. 

Answer.  Attached  'hereto  is  statement  giving  the  desired  information,  marked 
"Schedule  No.  1." 

Item  2.  A  comparative  statement  of  operations  for  each  of  the  11  months  of  1918 
anel  also  for  the  11-month  period  from  January  to  November,  inclusive,  as  compared 
with  the  same  11  months  and  period  of  1917,  after  distributing  the  expenses  of  the 
central  aelministration,  and  all  other  expenses  not  already  distributed  in  the  monthly 
statements;  this  statement  to  be  classified  in  conformity  with  the  statistics  kept  under 
the  direction  of  the  Railroad  Administration,  and  especially  showing  the  separate 
3ubdi\dsions  of  the  expense  item  entitled  "Transportation,"  as  follows:  Supervision, 
station  ser\dce,  yard  service,  train  and  locomotive  service,  casualties,  miscellaneous 
transportation  expenses,  joint  facilities  account,  total  of  above  items. 

"Also  divieling  the  revenue  and  expenses  under  the  general  heads  used  by  the 
Interstate  Commerce  Commission  in  its  monthly  statements  entitled  'Summary  of 
monthly  reports  of  large  roads.'  Show  at  the  same  time  what  the  percentage  of 
increase  over  the  previous  year  is  for  each  item,  and  for  the  grand  total." 

Answer.  There  is  attached  hereto,  marked  "Schedule  No.  2"  a  condensed  income 
account  for  the  11  months  ended  November  30,  1918,  compared  with  the  same  period 
in  1917. 

The  expenses,  it  will  be  noted,  have  been  grouped  in  that  statement  according  to  the 
grouping  suggesteel  by  the  committee  in  its  inquiry. 

The  committee  asked  for  similar  data  for  each  of  the  11  months  of  1918  compared 
■\vith  the  same  months  of  the  preceding  year.  Prior  to  Federal  control  it  was  the 
practice  of  the  Interstate  Commerce  Commission  to  require  monthly  reports  of  Class  I 
roaels  only  and  such  reports  contained  only  the  revenues  and  expenses  by  general  ac- 
counts. No  reporting  was  made  to  the  commission  of  the  expenses  by  primary  ac- 
counts, such  as  would  enable  compliance  with  the  committee's  request. 

On  account  of  the  time  necessarily  incident  to  development  of  the  collection  of  the 
proper  statistical  data,  the  Railroad  Administration  commenced  to  collect  reports  show 
ing  the  primary  accounts  in  operating  expenses  only  with  the  August,  1918,  reports. 
For  this  reason  it  is  not  practicable  to  give  the  information  asked  by  the  committee 
anel  in  order  to  secure  this  information  it  would  be  necessary  to  secure  the  information 
from  the  indivielual  roads. 

It  is  thought  that  perhaps  the  11  months'  cumulative  statement  attached  hereto  will 
prove  a  satisfactory  response  to  the  inquiiy.  If  it  does  not,  and  the  committee  feels 
that  it  ought  to  have  the  information  by  months,  the  request  will  be  made  of  the 
individual  railroads  and  the  information  collected  and  tabulated  as  quickly  as  possible. 
It  is  estimated  that  it  will  take  about  one  month's  time  to  prepare  such  information. 
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Item  3.  Furnish  also  the  total  of  the  pay  rolls  for  all  classes  of  service  on  the  rail- 
roads under  the  jurisdiction  of  the  Railroad  Administration  for  the  aforesaid  11  months 
of  1918  separately  and  in  total,  compared  with  the  same  figures  for  1917,  including  in 
the  1918  all  back  pay  disbursed  during  month;  also  showing  each  increase  in  pay,  the 
date  of  the  same,  and  the  percentage  of  the  total  increase,  as  well  as  the  percentage 
of  increase  in  pay  of  the  various  classes  of  men,  particularly  of  different  branches  of 
the  service. 

Also  the  average  number  of  officers,  and  the  average  number  of  employees,  stated 
separately,  in  the  United  States  Railroad  Administration  service  during  the  said  11 
months  of  1918  as  compared  with  the  same  period  of  1917,  showing  the  total  number 
of  employees  in  October  and  November  for  each  year. 

Answer.  It  will  not  be  possible  to  give  precisely  the  information  asked  by  the 
committee,  but  the  information  that  can  be  given  will  be  so  substantially  responsive 
that  it  is  believed  that  it  will  satisfactorily  answer  the  committee's  purpose.  Such 
information  \A-ill  be  ready  by  Thursday  of  this  week. 

Item  4.  Furnish  also  the  total  number  of  crossties  actually  laid  in  all  tracks  in  the 
11  months  of  1918,  compared  with  the  11  months  of  1917,  and  the  same  11  months  of 
1916.  Likewise  the  number  of  tons  of  new  rail  laid  in  the  11  months  of  each  of  said 
years  of  1918,  1917,  and  1916. 

Answer.  The  follo\\'ing  shows  the  information  prepared  in  response  to  the  com- 
mittee's inquh'y: 

Baib  and  ties  used  11  months  1916,  1917,  1918. 

Number  of  ties  bought  and  supplied,  11  months  (Januarv  to  November): 

1916 r .' 90,  855.  732 

1917 88, 417.  204 

1918 77. 387, 746 

Number  of  crossties  actually  laid  in  all  tracks,  11  months  (January-  to 
November  V.  * 

1916 • •- 86.  758.  774 

1917 78. 352, 010 

1918 74, 979, 285 

Tons  new  rail  laid,  11  months  (Januarv  to  November"!: 

1916 : .' 1. 331,  713 

1917 ] , 127, 515 

1918 975, 955 

Tons  new  rail  on  hand  Dec.  31: 

1918 369.  223 

1917 460. 865 

Track  miles  new  rail  laid  and  on  hand  by  weight  per  yard: 


Weights  per 

11  months. 

On  hand 
Dec.  31, 

191S. 

"Weights  per 
yard. 

91 

1916 

11  months 
1917 

On  hand 

yard. 

1916 

1917 

1918 

1918          ^^'^■ 
0.19    

141 

0.76 

11.10 

4.65 

388.42 

6.62 

4.10 

5.60 

«.  54 

465.17 

7.07 

2,470.10 

3.08 

0.19 

16.20 

6.34 

583.31 

.17 

0.  OS 

.33.30 

.35 

4.30.  .S4 

.02 

'"'16.' 70' 

4.10 

96.26 

.12 

.60 

5.  .30 

18.  S6 

60.75 

3.85 

3, 768. 48 

1,212.53 

406.25 

5.00 

134.57 

"'16:66' 

31.64 

0.65 

136 

90 

3,149.42   3,041.36  1  1,218.91 

135 

85 

1,133.16    1,002.10  i      342.71 

130 

,  SO 

428.88       239.77  |      160.89 

125 

:  76 

120. 

52.73         67.05  1        35.98 

110 

.01 

.56. 4:j 

532. 69 

8.59 

1,511.  .52 

2.a3 

.18 

."6:"r 

115.29 

453.66 

1.77 

1,171.66 

.76 

.09 

!  74:::::::::;: 

i  72 

70 

1  67.V  I 

1          4.00 

107 

2.00          8.00  '        27.00 

105 

45.28         11.76           11.98 

101 

7.03 

535. 27 
3.95 

Total 

96 

9,023.43 

7,529.78  i6.578.08 

2,544.41 

93 

1  Russian. 


Item  5.  Giver  the  total  number  of  bad-order  freight  cars  repaird  in  the  11  months 
of  1918  as  compared  with  the  11  months  of  1917,  and  the  average  number  of  freight 
cars  under  or  awaiting  repairs;  the  total  number  of  locomotives  receiving  repairs  in 
each  of  said  years;  also  the  average  number  of  freight  locomotives  under  or  awaiting 
repairs,  the  number  of  freight  cars  in  service,  and  the  number  of  freight  cars  awaiting 
repairs  in  said  years. 
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Answer.  Repairs  to  locomotives  and  cars  combined,  11  months  January  to  Novem- 
ber, 1917-18: 


1917                191S 

Increase. 

30, 342            30. 720 

■t,297              4,609 

14.2                 14.9 

2,358,502       2,431,400 

134,435           138,867 

5.7                  5.7 

175,284  ^        212,058 

378 

Average  number  freight  locomotives  in  or  awaiting  shop 

312 

0.7 

72,898 
4  432 

Total  number  of  loc'omotives  receiving  repairs  requiring  more  than 
24  hours 

36  774 

The  foregoing  gives  all  infomiation  aslvcd  for  by  the  comrm.ttee  except  the  total 
number  of  bad-order  freight  cars  repaired  in  1918  and  1917,  and  complete  information 
is  not  available  as  to  these  items  but  will  l>e  furnished  as  early  as  possible.  We  have 
sent  representatives  to  the  individual  roads  to  obtain  the  necessary  data.  It  has 
not  been  the  custom  to  currently  report  sueli  information  in  all  cases. 

With  regard  to  the  item  showing  total  numlx^r  of  locomotives  receiving  repairs 
recjuiring  more  than  24  hours,  it  is  probable  that  the  figures  shown  for  1917  are  too 
low,  as  a  great  many  of  the  lines  kept  no  record  of  locomotives  receiving  other  than 
classified  repairs,  while  in  some  cases  the  records  have  )>een  destroyed  by  fire.  AVe 
are  unable  to  suggest  what  the  effect  of  these  things  may  be. 

Item  G.  Please  state  whether  any  discretion  is  lodged  with  regional  directors  and 
Federal  managers  to  employ  men  at  current  rates  of  pay  in  their  respective  terri- 
tories, or  are  all  rates  of  pay  fixed  by  the  director  gen_^ral,  and  whether  any  further 
increas'S  in  rati-s  of  pay  are  contemplated  or  now  being  considered  by  the  director 
general . 

Answer.  The  rates  of  pay,  generally  speaking,  are  fixed  in  general  orders  by  the 
director  general. 

As  to  personnel  and  salaries  in  the  organization  of  regional  directors,  regional 
directors  have  authority  to  fixsalaries  up  to  lint  not  including  $.3,000  per  annum  and 
to  select  persons  to  fill  these  positions.  All  salaries  of  $3,000  per  annum  or  over  are 
reported  by  the  regional  directors  to  the  central  administration  at  Washington. 

As  to  positions  where  the  salary  is  $5,000  per  annum  or  over,  the  persons  selected 
and  the  salaries  are  submitted  by  the  regional  directors  to  the  central  administration 
at  Washington.  Federal  managers  haxe  authority  to  pass  upon  promotions  and 
appointments  to  what  are  known  as  official  positions,  and  to  fix  salaries  of  em- 
ployees where  the  salary  is  less  than  $.3,000  per  annum,  except  where  the  employee 
falls  within  one  of  the  classes  covered  l>y  general  wage  orders. 

With  respect  to  salaries  of  $3,000  per  annum  or  over,  paid  employees  under  the 
jurisdiction  of  the  several  Federal  managers,  the  Federal  managers  submit  their 
recommendations  to  the  regional  directors,  who  have  authority  to  pass  finally  upon 
such  matters  in  respect  of  positions  carrying  salaries  up  to  but  not  including  $5,000 
per  annum,  except  where  the  employee  falls  within  one  of  the  classes  covered  by 
general  wage  orders. 

As  to  positions  where  the  salary  is  $5,000  per  annum  or  over,  in  the  organization  of 
the  Federal  managers,  the  persons  selected  and  salaries  paid  are  submitted  by  the 
regional  director,  with  his  recommendations,  to  the  central  administration,  where  they 
are  finally  acted  upon. 

As  to  maintenance  of  way  employees  and  clerks,  maximum  and  minimum  rates  of 
pay  are  fixed  in  general  orders  of  the  director  general,  but  where  inequalities  are  found 
to  exist  the  regional  directors  have  authority  to  make  changes  within  such  maximum 
and  minimum,  in  order  to  abolish  the  inequalities. 

With  respect  to  telegraphers,  exclusive  agents,  and  other  classes  of  employees 
covered  l)y  Supplement  13  to  General  Order  No.  27,  regional  directors  also  have 
authority  to  make  adjustments  where  glaring  inequalities  are  found  to  result  from  the 
application  of  this  order. 

There  are  several  applications  for  increases  in  rates  of  pay  which  are  now  being 
considered  by  the  railroad  administration,  the  principal  ones  being  the  applications 
made  in  behalf  of  train  employees,  of  express  employees,  of  dining-car  and  sleeping- 
car  employees,  and  of  railroad  policemen. 

Item  7.  Same  for  12  months  as  soon  as  it  can  he  furnished. 

Answer.     See  letter. 
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List  of  officers  and  employees  as  of  January  1,  1919. 

Central  administration: 

Number  of  officers  and  employees  at  Washington 1, 193 

Number  of  officers  and  employees  outside  of  Washington  (including  106 
central  administration  traveling  representatives,  supervisors,  and 
inspectors) 227 

Total  officers  and  employees 1,  420 

Total  pay  roll  for  December,  1918 $280,  600 

Regional  administration: 

Number  of  officers  and  employees 1,  079 

Total  pay  roll  for  December,  1918 $252,  500 

Note.— All  figures  are  based  on  pay  roll  for  second  half  of  December,  1918. 

Central  administration — Officers  and  employees  by  divisions,  December,   1918. 


Offi- 
cers. 

Em- 
ployees. 

Offi- 
cers. 

Em- 
ployees. 

7 
2 
3 

6 

31 

5 

9 

0 
173 
20 

88 
526 
162 

61 

Division— Continued . 

Traffic 

18 
2 
3 

1 
2 

124 

Capital  expenditures 

11 

l.abor 

52 

Finance  and  purchases 

Inland  watprwavs        .... 

11 

.\ctuarT 

28 

Public  service  and  accounting. 

Board  of  railroad  wages  and  work- 
ins  conditions 

6              .^9 

Statement  giving  above  information  in  greater  detail  is  being  prepared  and  will  be 
forwarded  to  the  committee  in  a  few  days. 

Statement  showing  fixed  annual  charges  for  office  rentals  as  of  Dec.  -31,  1918. 
CENTRAL  ORGANIZATION. 


Building. 


Location. 


Annual 
rental. 


Railway  Exchange  Building: 

Room  1961 

Rooms  200.S-2009 

Maison  Blanche  Building,  rooms  523,  52.5,  .527 

Union  Arcade  Building,  rooms  903,  90-1,  905,  906 

Miller  Building,  room  4 

Union  Central  Building,  room  625 

Building  at  601  (i  Street 

Building  at  719-721  Thirteenth  Street,  rear  of  the  first  floor  and 
all  of  the  second,  third,  fourth,  fifth,  and  sixth  floors. 

Colorado  Bui'ding,  rooms  811  to  819,  inclusive 

Premier  Building 

Homer  Building,  room  429  (approximately  2,888.88  square  feet) 

Barrister  Building 

Florida  Yulee  Nefl  Building,  second,  third,  and  fourth  floors 


Total . 


St.  Louis,  Mo 

do 

New  Orleans,  La. . 

Pittsburgh,  Pa 

Cincinnati,  Ohio. . 

do 

Washington,  D.  C. 
do 


.do. 
.do. 
.do. 
.do. 
.do. 


$480. 00 

960. 00 

684. 00 

3,444.00 

240. 00 

990. 00 

3,600.00 

16, 680. 00 

2, 700. 00 
16,  .500. 00 

2, 465.  .52 
22,500.00 

3,  750. 00 

74,993.52 
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Statement  showing  fixed  annual  charges  for  office  rentals  as  of  Dec.  31, 1918 — Continued . 

REGIONAL  ORGANIZATION. 


Building. 


Location. 


Annual 
rental. 


Healy  Building: 

Rooms  1203  to  1228,  iuc'usive. 
Rooms  711  to  716,  inclusive... 
Rooms  731  lo  733,  inc  usive... 
Rooms  727  to  729,  inclusive... 


Rooms  1420  to  1431,  inclusive 

Mills  Building,  room  912 

Building  at  50  East  Forty-second  Street,  room  412-14A. 

Union  Central  Bui'ding, "rooms  523,  524,  525 

Prudential  Building: 

Room  342 

Rooms  842  and  844 

American  Trust  Building: 

Rooms  1104,  1105,  1100 

Fidelity  Building,  rooms  906-916 


Total. 


Atlanta,  Ga 

do 

do 

At'anta,  Ga.  ($200permonth 
for  9  rooms). 

At  anta,  Ga 

El  Paso,  Te.\ 

NewYork,  N.  Y 

Cincinnati,  Ohio 


Buffalo,  N.  Y 
do 


Cleve'and,  Ohio. 
Du.uth,  Minn... 


86,  760. 08 

1,620.00 

810. 00 

800. 00 

3,270.00 

360.  00 

4, 250. 00 

1,950.00 

600. 00 
780. 00 

1,440.00 
2,232.00 


24,872. 


SUMMARY. 

Central  organization $74,  993.  52 

Regional  organization 24,  872.  08 

Total 99,  865.  60 

Administration  expenses  to  Dec,  31,  1918. 


Administration  expenses  year  ended 
Dec.  31,  1918. 

Account. 

Central 
organiza- 
tion. 

Regional 
organiza- 
tion. 

Total. 

Office  expenses,  e.xclusive  of  oflfice  rents,  traveling  expeiLses,  expense 
for  po.sters,  and  subscriptions  to  publications 

?366,953.50 
167, 704. 99 

S94, 168. 43 

40  134  40 

S461  121  93 

Traveling  gx  penses 

207, 839. 39 

Expense  of  posters  and  subscriptions  to  publications 

9,402.36  1          396.99 

9, 799. 35 

544,060.85     134,699.82 

1 

678,760.67 

1532       EXTIOXSION    OF   GOVERXMENT    CONTROL   OF   RAILROADS. 

Condensed  income  account,  11  months  ended  N'ov.  JO,  1918  and  1917. 


Item. 


11  months  ended  Nov.  30— 


1918 


1917 


230, 864 


Miles  of  rond  operated 

OPERATING  REVENUES.  i 

Frei -h  t  re  veiiuo I  S3, 116.  701, 667 

Passenger  revenues !        935, 599, 458 

Other  oporatine;  revenues '       357, 128, 404 


230, 597 


Increase  or  decrease. 


Amount.       Per  cent. 


267 


2,  591, 914, 239  I  $524,  787,  428 
743,638,865  I  191,960,593 
321.999,870  |      35,128,531 


Total  operating  revenues 4,409,429,529  j    3, 657, 5.52, 974  |    761,876,556 

OPERATING  EXPENSES. 


20.2 

25.8 
10.9 

20.6 


Maintenance  of  way  and  structures  expenses. 

Maintenance  of  equioment  expenses 

Traffic  expanses ] 


576, 215, 973 

984, 824, 787 

44,876,056 


416,  tt0,531 

620, 896, 186 

58, 924, 326 


159,  775,  442 
363, 928, 601 
1  14, 048, 269 


38.3 

58. 5 

'23.9 


Transportation  expenses: 

Supervision 

Station  service 

Yard  ser\ice 

Train  service 

Miscellaneous  transportation . 

Casuallies 

Joint  facilities 


69, 615, 589 
276, 927, 290 
335,  874, 4.56 
935,422,336 
82,  760,  729 
9-1,610,579 
19, 984, 175 


50,519,837 
202,751,582 
239, 523, 806 
711.680,944 

67, 108, 478 
71,007,976 
14,336,049 


19,  095,  752 
74,176,708 
96, 350,  660 
223,  74!,  392 
15,652,251 
23,632,604 
5,648,126  i 


37.8 
36.6 
40.2 
31.4 
23.3 
33.3 
.39.4 


Total  transportation 1,81.5,22,5,154:    1,356,928,6711    468,296,483  1  33.8 


Miscellaneous  operations 

General  expenses 

Transportation  for  investment . 


36, 085, 126 
100, 035, 845 
2  5,122,652 


30.319,887 
86, 414, 373 
2  7,186,367 


4,  766, 239 
13, 621, 472 
2,063,815 


15.7 

15.  S 
28.7 


Total  operating  expenses 3, 551, 140,  .359  1    2, 562, 737, 606 


988, 402, 783 


INCO^rE  ITEMS. 


38.6 


Net  operating  revenue 

Tax  accruals  (excluding  war  taxes). 

Uncollectible  railway  revenue 

Railway  operating  income 


Equipment  rents— net 

Joint  f  aciUty  rents — net 

Miscellaneous  Federal  income— net 


Net  Federal  income  (including  miscellaneous 

Federal  income) 

Operating  ratio. 


858, 289, 140 

169,372,564 

542,755 

688,373,821 

1,094,815,368 

162,641,886 

582, 218 

931,691,264 

1  236, 526,  228 

6,730,678 

139,463 

1  243, 217, 443 

1  21.  6 

4.1 

16.8 

126.1 

3  16,477,397 

3  18,228,469 

2  3,603,546 

'19,311,811 

■!  17, 317, 178 

3  761,354 

< 2, 834, 414 

^911,281 

*  4, 364, 900 

<14.7 
6  5.3 

667, 271, 611 
80.5 

894, 200, 921 
70.0 

1236,929,410 
10.5 

126.5 
15.0 

1  Decrease. 

2  Credit. 

3  Debit. 

*  Decrease  in  debit  balance. 
^  Increase  in  debit  balance. 

vpl7nP?oo^t'n^-lln?f  °"'  ^^^^^-^^  in«ome  "  is  a  debit  balance  in  one  year  and  a  credit  balance  in  the  other 
year,  per  cent  01  increase  or  decrease  not  computed. 

Compilations  based  on  reports  on  Form  O.  S.  7,  from  class  1  roads,  under  Federal  control 
r.„r,„f *  ^^  ^""^^  income,  including  miscellaneous  Federal  income,"  represents  "Net  operating  revenue" 
Xts  "  '^inlnrf^fn  r^^'l "  r''°."r^'t"^l^'  '^^''-''y  '•^'^■^^"'^ "  Pl"^  or  minus  the  net  balanc^for"  Equipment 
rents    ,     Joint  facility  rents"  and '•miscellaneous  Federal  income"  items,  if  anv 

n^hf^^it!?,  '^  '^''P/.u^^'??  ^Y'**^'"  '^"^'  "  '^'"P  included  under  '■  Miscellaneous  transportation"  expenses 

&2m  797     T^/'-ff.'.^^t^^  linited  states  Kailroad  Administration  for  11  months  ended  Nov.  30, 1918  were 
$2,931,727.    This  amount  was  not  included  in  the  operating  expenses  given  above. 
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Condensed  inrotuc  ti<ri))nit.  hi/  months,  Januarij  lo  November,  inrlnsive.  IDIS  and  1917. 

[Figures  in  italics  are  decreases.] 
JANUARY. 


Item. 

1918 

1917 

Increase  or  decrease. 

Amount. 

Per  cent. 

Jfiles  of  road  operated 

232,845 

231,858 

987 

0.4 

OPKKATING  REVENUE. 

Freight  revenue 

$188,665,129 
66,467,628 
29,950,991 

$211,651,106 
59,418,166 
29, 774, 473 

$22,985,977 

7,049,462 

176,518 

10.9 

Passenger  revenues 

11.9 

0.6 

Total  operating  revenues 

285,083,748 

300,843,745 

16,769,997 

5.;? 

OPERATING  EXPEN.SES. 

Maintenance  of  way  and  structures  expenses . . . 

40,7.55,871 
66,990,814 
4,912,701 
147,066,612 
3,017,622 
8,434,769 
1421,639 

32,043,121 
53,515,909 
5,324,127 
114,&50,.j&5 
2,594,218 
7,799,328 
1636.992 

8, 712, 7.50 
13,474,845 

32,210,027 
423,404 
635,441 
215,353 

27.2 
25.2 

Traffic  expenses 

Transportation  expenses 

28.1 

Miscellaneous  operations 

16.3 

8.2 

33.8 

Total  operating  expenses 

270, 7.56, 750 

215,496,356 

.55,260,394 

25.7 

INCOME   ITEMS. 

Net  operating  revenue 

14,326,998 

85,347,389 

71,020,391 

83.  S 

Tax  accruals  (excluding  war  taxes) 

14,684,639 
42, 773 

13,708,362 
51,485 

976, 277 

8, 712 

7.1 

Uncollectible  railwav  revenue 

16.9 

2  400,414 

71,587,542 

71,987,966 

(=) 

Equipment  rents — net 

<  1,795,-599 
4  1,092,192 

< 3, 338, 030 
U,  009, 986 

5  1,542,431 
6  82, 206 

5  46.2 

Joint  facility  rents — net 

6  8.1 

2  3,288,205 

67,239,526 

70,527,731 

W 

Operating  ratio 

94.97 

71.63 

23.34 

32.5 

FEBRUARY. 


Miles  of  road  operated 

OPERATING  REVENUES. 

Freight  revenue 

Passenger  revenue 

Other  operating  revenues 


232, 887 


Total  oi^erating  revenues 

OPERATING  EXPENSE.S. 

Maintenance  of  way  and  structures  expenses. 

Maintenance  of  eciuipment  expenses 

Traffic  expenses 

Transportation  expenses 

Miscellaneous  operations 

General  expenses 

Trans])ortation  for  investment 


Total  operating  expenses. 

INCOME  ITEMS. 

Net  operating  revenue 


Tax  accruals  (excluding  war  taxes) . 
Uncollectible  railway  revenue 


Railway  operating  income . 


Equipment  rents— net.. 
Joint  facility  rents— net. 


Net  FedcTal  income . 
Operating  ratio 


$198, 508, 874 
62,260,049 
28, 914, 910 


289,683,833 


38, 789, 221 
66,363,966 
4, 570, 160 
140, 170, 736 
2,735,689 
8, 432,  .518 
1  471,390 


29,092,933 


14,630,828 
45, 996 


14,416,109 


<  1,068, 656 

<  1,104, 816 


12,242,637 


231,847 


$185, 1.38, 707 
52,400,863 
27, 822, 827 


1,040 


$13, 370, 167 
9,859,186 
1,092,083 


265,362,397  i   24,321,4.36 


30,231,170 
49, 647, 702 
5, 203. 003 
113,221,798 
2, 489, 963 
7,448,753 
1  447, 092 


260,590,900  |    207,795,297 


57,567,100 


13,664,826 
40,759 


43,861,515 


*  1, 136, 763 
■•1,032,888 


41,691,864 


78.31 


8,558,051 
16, 716, 264 

632, 84S 

26, 948,93s 

245, 726 

983, 765 

24, 298 


52, 795, 603 


28,474,167 


966,002 
5,237 


29,446,406 


5  68,107 

6  71,928 


29,449,227 


11.65 


7.2 
18.8 
3.9 


9.2 


28.3 
33.7 

12.2 
23.8 
9.9 
13.2 

5.4 


25.4 


4-95 


7.1 
12.9 


5  6.0 

6  7.0 


70.6 
14.9 


(Footnotes  on  bottom  of  page  1538.) 
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Condensed  income  account,  by  months,  January  to  November,  inclusive,  1918  and  1917 — 

Continued. 

MARCH. 


1918 

1 
Increase  or  decrease. 

Item. 

Amount. 

Per  cent. 

232,910 

231,673                 1,237 

0.5 

OPERATING  REVENUES. 

$259,588,843 
73,170,336 
33,153,297 

8227,271,167       S32,317,676 
59,031,845         14,138,491 
30,846,855           2,306,442 

14.2 

23.9 

7.  5' 

335,912,476 

317,149,867         48,762,609 

15. 4 

OPERATING  EXPENSES. 

Maintenance  of  way  and  structures  expenses. . . 

43,805,888 
73,849,923 
4,532,054 
150, 166, 420 
2,982,641 
8,565,106 
1  473, 846 

35,358,498           8,447,390 
55,295,596         18,554,327 
5,349,598              817,544 
123,165,005  1       27,001,415 
2,681,219              301,422 
7,782,183  1            782,923 
1603,650  1            129,804 

23.9 
33.6 

15.3 

21.9 

11.2 

10.1 

21.5 

283,428,186 

229,028,449         54,399,737 

23.  r 

INCOME  ITEMS. 

Net  operating  revenue 

82, 484, 290 

88,121,418          5,637,128 

6.4 

Tax  accruals  (excluding  war  taxes) 

15,097,140 

78, 880 

14,179,712  i            917,428 
60,170  !              18,710 

6.5 
31.1 

Railway  operating  income 

67,308,270 

73,881,536           6,673,266 

8.9 

Equipment  rents— net 

Jomt  facility  rents— net 

4  3,074,744 
4  1,058,660 

4  2,380,283  '          6  094,461 
4  1,002,173  1           6  5(5,487 

6  29.2 
6  5.6 

Net  Federal  income 

Operating  ratio 

63,174,866  1          70,499,080  ]        7,334,^14 

10.4 

77.46 

72.21  ;                 .5.2.5  '              7.3 

1 

APRIL. 


Miles  of  road  operated 

OPERATING  REVENUES. 

Freight  revenue 

Passenger  revenues 

Other  operating  revenues 


Total  operating  revenues 

OPERATING  EXPENSES. 

Maintenance  of  way  and  structures  expenses . 

Maintenance  of  equipment  expenses 

Traffic  expenses. 


Transportation  expenses 

Miscellaneous  operations 

General  expenses 

Transportation  for  investment . 

Total  operating  expenses. 

INCOME  ITEMS. 

Net  operating  revenue 


Tax  accruals  (excluding  war  taxes). 
Uncollectible  railway  revenue 


Railway  operating  income . 


Equipment  rents— net . . 
Joint  facility  rents— net . 


Net  Federal  income . 
Operating  ratio 


233,038 


231, 783 


1,255 


0.5 


$263,757,312 
72;  452, 520 
34, 404, 897 

— 

S227.943,184 
60, 363, 082 
31,022,225 

$35, 814, 128 
12,089,438 
3,382,672 

15.7 
20.0 
10.9 

370,614,729 

319,328,491 

51, 286, 238 

16.1 

46, 906, 769 
•      73,1.55,347 
4,232,065 
14.5,474,141 
2, 973, 136 
8, 348, 290 
1  434, 293 

38,651,179 
54, 496, 310 
5, 294, 483 
119,176,186 
2,  743, 159 
7, 786, 276 
1520,927 

8, 255, 590 

18,659,037 

1,062,418 

26,297,955 

229,977 

562,014 

86.634 

21.4 
34.2 
20.1 
22.1 
S.4 
7.2 
16.6 

280,655,455 

227,626,666 

53,028,789 

23.3 

89,959,274 

91,701,825 

1,742,551 

1.9 

15,096,585 
49,011 

14,213,740 
48,010 

882.845 
7,999 

6.2 
16.7 

74,822,678 

77,440,075 

2,617,397 

S.4 

4  2,277,131 
4  1,147,564 

4  1,889,710 
4  1,108,821 

6  387, 421 
6  38, 743 

«20.5 
«3.5 

71, 397, 983 

74,441,544 

3,043,561 

4.1 

75.73 

71.28 

4.45 

6.2 

(Footnotes  on  bottom  of  page  1538.) 
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Condensed  income  account,  by  months,  January  to  November,  inclusive,  1918  and  1917 — 

Continued. 


MAY. 


Item. 

1918 

1917 

Increase  or  decrease. 

Amount. 

Per  cent. 

233,029 

231,801 

1,228 

0.5 

OPERATINr,  REVENUES. 

$262,767,806 
79,184,423 
36, 289, 875 

$251,929,055 
61,288,774 
32,686,459 

.$10,838,751 
17,885,649 
3,613,416 

4.3 

Passenger  revenue       

29.2 

n.  1 

Total  operating  revenues 

378,242,104 

345,904,288 

32, 337, 816 

9.3 

OPERATING  EXPENSES. 

Maintenance  of  vay  and  structure.s,  expenses. . . 

Maintenance  of  eqiupment  expenses 

Traffic  expcT'se.^ 

49,310,046 
74,704,7.53 
4,027,961 
146, 488, 732 
3,111,318 
8,470,987 
1.591,494 

41,060,849 
57, 877, 093 
5,4.53,759 
124,180,9.33 
2,721,831 
7,965,578 
1573,097 

8,249,197 

16,  .827, 660 

1,4£5,798 

22,307,799 

389, 487 

505, 409 

18, S97 

20.1 
29.1 

S6.1 

18.0 

14.3 

(icneral  expenses 

6.3 

3.2 

285,. 522, 303 

238,686,946 

46, 836, 357 

19.6 

INCOME  ITEMS. 

Net  operatini;  revenue 

92,719,801 

107,217,342 

U,  497,541 

IS.  6' 

15,700,971 
39, 889 

14,391,659 
50, 556 

1,309,312 
10,666 

9.1 

Uncollectible  railway  revenue 

21.1 

76,978,941 

92,775,128 

15,796,187 

17.0 

4  2,610,098 

4  812,718 

1  798, 894 
4  1,006,514 

T  3,408,992 
s 163, 796 

5  16.3 

Net  Federal  income  

73, 526, 125 

92, 567, 608 

19,041,383 

20.  e' 

75.49 

69. 00 

6. 49 

9.4 

JUNE. 


Miles  of  road  operated 

OPERATING  REVENUES. 

Freight  revenue 

Passenger  revenues 

Other  operating  revenues 


Total  operating  revenues 

OPERATING  EXPENSES. 

Maintenance  of  way  and  structures  expenses . 

Maintenance  of  equipment  expenses 

Traffic  expenses 

Transportation  expenses 

Miscellaneous  operations 

General  expenses 

Transportation  for  investment 

Total  operating  expenses 

INCOME  ITEMS. 

Net  operating  revenue 


233,014 


$262,427,763 
94,667,475 
36,214,141 


393,309,379 


67,691,061 

106,396,321 

5,473,481 

238,416,885 

4, 164, 830 

13,405,801 

1  452,074 


435,096,305 


Tax  accruals  (excluding  war  taxes). 
Uncollectible  railway  revenue 


Railway  operating  income. 


2  41,786,926 


17,111,004 
61,733 


2  58,959,663 


Equipment  rents — net . . 
Joint  facilitv  rents— net . 


Net  Federal  income . 
Operatir.g  ratio 


4  2,738,702 
4  1,628,361 


2  63,326,726 


110.62 


231,831 


$247,318,427 
68,113,521 
34,237,921 


349,669,869 


41,246,833 
55,599,056 
5,456,985 
122,990,034 
2,803,174 
8,173,739 
1  687,975 


235,581,846 


114,088,023 


15,113,722 
64,383 


98,909,918 


4  2,257,421 
4  1,-533,323 


95,119,174 


67.37 


1,183 


$15,109,336 

26,553,954 

1,976,220 


43,639,510 


26,444,228 

50,797,265 

16,496 

115,426,851 

1,361,656 

5,232,062 

235,901 


199,514,459 


166,874.943 


1,997,282 
2,660 


167,869,681 


« 481,281 
^96,038 

168,446,900 


43.25 


0.5 


6.1 

39.  0> 

5.8 


64.1: 
91.4 
.3 
94.0 
48.6 
64.0 
34.3 


84.8 


(') 


13.2 

4.1 


(») 


^21.8 
«6.&- 


« 


64.2 


(Foot  notes  on  bottom  of  page  1538.) 
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Ponilnifted  income  ncconnt,  by  nionlhs.  January  to  November,  inclusive,  1918  and  1917 — 

Continued. 


JULY. 


Item. 


Miles  of  road  operated 

OPERATING  REVENUES. 


Freight  revenue 

Passenger  revenues 

Other  operating  revenues. 


Total  operating  revenues 

OPERATING  , EXPENSES. 

Maintenance  of  way  and  structures  expenses. 

Maintenance  of  equipment  expenses 

Traffic  expenses 

Transportation  expenses 

Miscellaneous  operations 

General  expenses 

Transportation  for  investment 

Total  operating  expensas 

INCOME  ITEMS. 

Net  operating  re\-enue 


Tax  accruals  (excluding  war  taxes). . 
Uncollectible  railwav  revenue 


Railway  operating  income . 


Equipment  rents — net . . 
Joint  facility  rents— net . 


Net  Federal  income . 
■Operating  ratio 


1918 


232,337 


8327,151,575 
104,403,679 
36,824,550 


468,379,804 


.53,904,452 
82,9.53.281 
3,817.455 
164,127,135 
3, 393,. 576 
9,092,SSS 
1  474,949 


316,813,S38 


151,565,966 


15,803,327 
63,609 


135,699,030 


'  3,578,670 
< 1,432,275 


137,845,425 


67.64 


Increase  or  decrease. 


1917 


231,242 


Amount. 


1,095 


$241,556,482 
73, 739, 148 
33,098,764 


885,595,093 

30,664,531 

3,725,786 


348,394,394  j  119,985,410 


Per  cent. 


40,740,529 
56,068,842 
5,396,  l.)4 
125,116,519 
2,873,1X18 
8,  298,248 
1  683,922 


13,163,923 

26,884.439 

1,578,690 

39,010,616 

.520,568 

794,640 

208,973 


237,809,378 


79,004,460 


110,585,016 


14,898.911 
35, 863 


95,650,242 


^  1,765,404 
<  1,285,218 


92,  .599, 620 


68.26 


40,980,950 


904,416 
27, 746 


40,048,788 


■5,344,074  (8) 

6  147,057  ,  6  11.4 


45, 245, 805 


0.6g 


AUGUST. 


232,866 

232, 202 

664 

0.3 

OPERATING  REVENUES. 

8349,816,570 
113,651,976 
39,291,076 

$250,281,115 
81,923,003 
34,019,483 

$99,535,455 

31,728,973 

5,271,593 

39.8 

38.7 

1.5.5 

502, 759, 622 

366,223,601 

136,536,021 

37.3 

OPERATING    EXPENSES. 

Maintenance  of  way  and  structures  expenses . . . 

56,58.5,861 
115, 747,. 516 
3,517,908 
171,597,296 
3,376,553 
8,590,329 
1  427, 798 

42,393,551 
.59,912.634 
5,609,413 
128,893,684 
2, 968,  .545 
7, 928,  .576 
1  787,662 

14,192,310 

.55,834,882 

2,091,505 

42,703,612 

408,008 

661,7.53 

359,864 

33.5 
93.8 

37.  S 

Transportation  expenses 

33.1 

Miscellaneous  operations            

13.7 

General  expenses    .                    

8.3 

Transportation  for  investment 

45.7 

Total  operating  e.\pen.ses.                

358,987,665 

246,918,741 

112,068,924 

45.4 

INCOME  ITEMS. 

Net  operating  revenue 

143,771,957 

119,304,860 

24,467,097 

20.5 

Tax  accruals  (excluding  of  war  taxes) 

•Uncollectible  railway  revenue 

15,596,969 
51,907 

14,774,9.52 
57,017 

822,017 
5,110 

5.6 
9.0 

Railway  operating  income 

128.123,081 

104,472,891 

23,650,190 

22.7 

Equipment  rents — net 

'  1,013,144 
<  1,586,694 

<  1,617,885 

<  1,468,951 

5  2,631,029 
6  117,743 

(8) 

Joint  facility  rents — net 

«8.0 

127,549,531 

101,386,055 

26,163,476 

25,8 

Operating  ratio 

71.40 

67.42 

3.98 

5.9 

(Foot  notes  on  bottom  of  page  1.538.) 
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Condensed  income  account,  by  months,  January  to  November,  inclusive,  1918  and  1917 — 

Continued. 

SEPTEMBER. 


Item. 


Miles  of  road  operated 

OPERATING  REVENUES. 


Freight  revenue 

Passenger  revenues 

Other  operating  revenues. 


Total  operating  revenues 

OPERATING  EXPENSES. 

Maintenance  of  way  and  structures  expenses . 

Maintenance  of  equipment  expenses 

Traffic  expenses 

Transportation  expenses 

Miscellaneous  operations 

General  expenses 

Transportation  for  investment 

Total  operating  expenses 

INCOME  ITEMS. 

Net  operating  revenue 


Tax  accruals  (excluding  war  taxes). 
Uncollect  il)le  railway  revenue 


Railway  operating  income. 


Equipment  rents — net . . 
Joint  facility  rents — net . 


Net  Federal  income. 
Operating  ratio 


1918 


232, 398 


$341,058,242 
105, 772, 737 
41,304,981 


1917 


232, 709 


488,135,960 


59,962,827 
117,967,295 
3,457,832 
176,977,007 
3,429,153 
9.171,051 
1  360, 275 


117,531,070 


16, 102, 550 
38, 567 


101,389,953 


<  928, 386 
M,  422, 817 


99,038,750 


75.92 


$242, 174, 017 
82, 527, 870 
34,096,610 


358, 798, 497 


40, 658, 262 
58,375,169 
5,393,805 
129, 430, 372 
3,067,763 
8,112,884 
1721,574 


370,604,890  244,316,681 


114,4Sl,816 


Increase  or  decrease. 


Amount. 


898, 884, 225 

23,244,867 

7, 208, 371 


Per  cent. 


129,337,463 


19, 304, 565 

59,  592, 126 

1,936,973 

47, 546, 635 

361,390 

1,058,167 

361,299 


126, 288, 209 


3,049,254 


16, 797, 896 
45,993 


97,637,927 


<  1,509,270 

<  1, 146, 160 


94,982,497 


68.09 


695,346 


3, 752, 026 


6  580, 884 
6  276, 657 


7.83 


OCTOBER. 


Miles  of  road  operated 

232, 624 

232, 953 

529 

0  1 

OPER.\TING  REVENUES, 

Freight  revenue 

$364,345,144 
84,715,185 
40, 271, 930 

.1271,395,058 
77,280,262 
33,868,991 

S92, 950, 086 
7, 434, 923 
6, 402, 939 

34  3 

Passenger  revenues 

9  6 

Other  operating  revenues 

18  9 

Total  operatmg  revenues 

489,332,259 

382,544,311 

106, 787, 948 

27  9 

OPERATING  EXPENSES. 

Maintenance  of  wav  and  structures  expenses... 
.Maintenance  of  equipment  expenses 

63,660,493 
118,801,741 
3, 462, 372 
185, 133,  .534 
.3,  .304, 741 
9, 5SS,  742 
1  579, 057 

40, 490, 983 
6.3,895,847 
5,701,991 
139,351,458 
3,010,315 
8, 409. 243 
1  802;  618 

23, 169, 510 

54, 905, 894 

2,239,619 

45, 782, 076 

294,  426 

1, 179, 499 

223, 561 

57.3 
85  9 

Traffic  ex])ensPs 

39  3 

Transportation  expenses 

32  9 

Miscellaneous  operations  . . 

9  8 

General  expenses 

14  0 

Transportation  for  investment 

28  0 

Total  operating  expenses 

383,372,566 

260,057,219 

12.3,315,347 

47  4 

INCOME  ITEMS. 

Net  operating  revenue 

105, 959, 693 

122,487,002 

16,527,399 

IS  5 

Tax  accruals  (excluding  war  taxes) 

16, 396,  .539 
51,929 

16,621,554 
97, 105 

225,015 
•     45, 176 

1.4 
46.5 

Uncollectible  railway  revenue 

Railway  operating  income 

89,  .511, 225 

105,768,433 

16,267,208 

15.4 

Eqmpment  rents — net..        

'1,249,022 
n,  156, 077 

i  937, 173 
1  130, 782 

5  688, 151 
6  25, 295 

5  35.5 
«  2  2 

Joint  facility  rents — net 

Net  Federal  income 

87,106,126 

102,700,478 

16,594,352 

15  2 

OperatinT  ratio 

78.35 

67.98 

10.37 

15.3 

117900— 19— VOL  1- 


( Footnotes  on  bottom  of  page 
-97 


1538.) 
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Condensed  income  account,  by  months,  January  to  November,  inclusive,  1918  and  1917 — 

Continued. 

NOVEMBER. 


1918 

1917 

Increase  or  decrease. 

Item. 

Amount. 

Per  cent. 

232,554 

232,990 

436 

0.2 

OPERATING  REVENUES. 

$321,800,828 
81,674,106 
36,296,047 

$254,560,948 
70,133,132 
32,579,546 

$67,239,880 
11,540,974 
3,716,501 

26.4 

16.5 

11.4 

439,770,981 

357,273,626 

82,497,355 

23.1 

OPERATING   EXPENSES. 

Maintenance  of  way  and  structures  expenses.. . 

62,442,702 
101,886,188 
3,310,530 
183,473,652 
3,265,945 
9,891,832 
1451,756 

38,707,203 
65,100,019 
5,306,550 
142,138,460 
2,920,115 
8,286,864 
1720,033 

23,735,499 

36,786,169 

1,996,020 

41,335,192 

345,830 

1,604,968 

268,277 

61.3 
56.5 

37. 6 

29.1 

11.8 

19.4 

37.1 

363,819,093 

261,739,178 

102,079,913 

39.0 

INCOme  ITEMS. 

Net  operating  revenue 

75,951.888 

95,534,448 

19,582,560 

20.5 

15,907,573 
32,093 

16,586,098 
33,560 

678,525 
1.467 

4.1 

4.4 

Railway  operating  income 

60,012,222 

78,914,790 

18.902.568 

24.0 

Equipment  rents— net 

Jomt  facility  rents— net 

< 1,626,811 
U,  262, 076 

< 992.910 
<  1,157,132 

5  633,901 

6  104,944 

563.8 

6  9.1 

Net  Federal  income  

57,123,335 

76,764,748 

19.641,41s 

25.6 

82.73 

73.26 

9.47 

12.9 

1  Credit. 

2  Deficit. 

3  When  a  deficit  appears  in  "Net  operating  revenue,"  "Railway  operating  income,"  or  "Net  Federal 
income"  per  cent  of  decrease  not  computed. 

*  Debit. 

6  Decrease  in  debit  balance. 
6  Increase  in  debit  balance. 
'  Decrease  in  credit  balance. 

8  When  "Equipment  rents"  are  a  credit  balance  in  one  year  and  a  debit  balance  in  the  other  year,  per 
cent  of  increase  or  decrease  not  computed. 

Compilations  based  on  "Summary  of  monthly  reports  of  large  roads,"  made  by  the  Interstate  Commerce 
Commission,  covering  approximately  180  Class  I  roads  (roads  having  annual  revehuesin  excess  of  $1,000,000) 
and  15  switcliing  and  terminal  companies. 

The  operating  expenses  for  June,  1918,i  nclude  retroactive  wage  payments  for  months  of  January  to  May. 
The  reported  increases  amounted  to  $133,043,201. 

"Net  Federal  income"  represents  "Net  operating  revenue"  minus  "Railway  tax  accruals"  and  "Un- 
collectible railway  revenues,"  plus  or  minus  the  net  balance  for  "Equipment  "rents"  and  "Joint  facility 
rents." 

Italic  figures  in  column  headed  "Increase  or  decrease,"  for  "Equipment  rents"  or  "Joint  facility 
rents"  indicate  deduction  from  income. 
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March  1,  191!). 
Hon.  Ellison  D.  Smith, 

Chairman  Interstate  Commerce  Committee, 

United  States  Senate^  Washington,  D.  C. 
My  Dear  Senator:  With  further  reference  to  your  letter  of  January  15,  trans- 
mittinp;  seven  questions  on  which  the  Interstate  Commerce  Committee  is  desirous  of 
obtainina;  information,  to  which  I  replied  on  February  3. 

I  now  have  the  honor  to  transmit  herewith  a  memorandum  p;iving  some  additional 
information  in  connection  with  our  pre^^[ous  answer  to  question  1 ;  in  reply  to  ques- 
tions 2,  4,  and  5,  information  for  the  12  months  ended  December  31,  1918,  as  requested 
in  question  7  of  your  letter  of  January  15;  also  the  best  answer  to  question  3  that  cart 
be  furnished  from  the  records  now  available. 

I  believe  that  we  have  now  furnished  you  with  all  the  information  requested  in  your 
letter  of  January  15,  which  is  available  from  our  records. 

If  there  is  anything  further  that  you  desire  in  this  connection,  please  command  me. 
Very  sincerely  yours. 

Walker  D.  Hines. 

(The  memorandum  referred  to  by  the  Director  General  is  as  follows :) 

Item  1.  A  list  as  of  date  January  1,  1919,  of  all  officers  and  employees  of  the  Centrat 
Railroad  Administration,  under  the  Director  General,  and  of  the  regional  adminis- 
tration, under  regional  directors,  other  than  those  on  the  regular  pay  rolls  of  the 
various  railroad  companies  under  Federal  control,  together  with  all  salaries,  wages, 
and  compensation ;  also  office  rentals,  office  expenses,  traveling  expenses,  and  expenses- 
for  publications,  posters,  advertising,  and  publicity. 

Answer.  Attached  hereto  is  a  statement,  marked  schedule  1,  giving  a  list  as  of 
January  1,  1919,  of  all  officers  and  employees  of  the  Central  and  Regional  Railroad 
Administrations,  with  compensation  of  each  position,  supplementing  information 
given  in  our  memorandum  of  February  3. 

Item  2.  A  comparative  statement  of  operations  for  each  of  the  11  months  of  1918,. 
and  also  for  the  11-month  period  from  January  to  November,  inclusive,  as  compared 
with  the  same  11  months  and  period  of  1917,  after  distributing  the  expenses  of  the 
central  administration,  and  all  other  expenses  not  already  distributed  in  the  monthly 
statements;  this  statement  to  be  classified  in  conformity  with  the  statistics  kept 
under  the  direction  of  the  Railroad  Administration,  and  especially  showing  the- 
separate  subdivisions  of  the  expense  item  entitled  "Transportation,"  as  follows: 
Supervision. 
Station  service. 
Yard  service. 

Train  and  locomotive  service. 
Casualties.  • 

Miscellaneous  transportation  expenses. 
Joint  facilities  account. 
Total  of  above  items. 

"Also,  dividing  the  revenue  and  expenses  under  the  general  heads  used  by  the 
Interstate  Commerce  Commission  in  its  monthly  statements  entitled  'Summary  of 
Monthly  Reports  of  Large  Roads,'  show  at  the  same  time  what  the  percentage  of 
increase  over  the  previous  year  is  for  each  item  and  for  the  grand  total.'' 

Answer.  There  is  attached  hereto,  marked  schedule  2,  a  condensed  income  account 
for  the  12  months  ended  November  30,  1918,  compared  with  the  same  period  of  1917, 
in  accordance  with  question  7. 

Item  3.  Furnish  also  the  total  of  the  pay  rolls  for  all  classes  of  service  on  the  rail- 
roads under  the  jurisdiction  of  the  Railroad  Administration  for  the  aforesaid  11 
months  of  1918,  separately  and  in  total,  compared  with  the  same  figures  for  1917, 
including  in  the  1918,  all  back  pay  disbursed  during  month:  also  showing  each 
increase  in  pay,  the  date  of  the  same,  and  the  percentage  of  the  total  increase,  aa 
well  as  the  percentage  of  increase  in  pay  of  the  various  classes  of  men,  particularly 
of  different  branches  of  the  serAice. 

Also  the  average  number  of  officers,  and  the  average  number  of  employees,  stated 
separately,  in  the  United  States  Railroad  Administration  serAdce  during  the  said  11 
months  of  1918,  as  compared  with  the  same  period  of  1917,  showing  the  total  number 
of  employees  in  October  and  November  for  each  year. 

Answer.  At  the  time  our  memorandum  of  February  3  was  written,  information  in 
reply  to  this  item  was  not  available  for  the  11  months.  We  now  have  the  information 
for  both  the  ll--month  and  the  12-month  periods,  but  presume  that  the  statement  for 
the  13  months  is  all  that  is  desired,  so  we  have  not  included  the  statement  for  the  11 
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months  in  order  not  to  make  the  records  unduly  cumbersome.  In  answer  to  question 
3,  the  following  statements  are  appended: 

Schedule  3 A.  "Total  pay  rolls  for  all  classes  of  service  on  the  Class  I  roads  under 
the  jurisdiction  of  the  Railroad  Administration  (roads  having  revenues  in  excess  of 
$1,000,000  per  year)  for  the  12  months  ended  December  31,  1918,  by  months,  compared 
with  the  same  periods  of  1917." 

Schedule  3B.  A  statement  showing,  by  general  operating  expense  accounts  and 
selected  classes  of  service,  the  estimated  increase  in  pay  roll  charges  to  operating 
expenses,  due  to  advance  in  wage  rates  over  those  in  effect  December  31,  1917. 

Schedule  3C.  The  number  of  employees,  by  classes,  in  October  and  December, 
1917,  October,  1918,  and  January,  1919,  for  Class  I  roads  under  Federal  control. 

There  is  also  inclosed,  to  be  used  in  connection  with  schedule  3B,  copies  of  General 
Order  No.  27,  and  all  supplements,  addenda,  and  interpretations. 

As  stated  in  our  memorandum  of  February  3,  in  connection  with  this  item,  it  was 
not  possible  to  give  precisely  the  information  asked  by  the  committee,  but  it  is 
believed  that  the  statements  attached  hereto  will  satisfactorily  answer  the  com- 
mittee's purpose. 

Item  4.  Furnish  also  the  total  number  of  crossties  actually  laid  in  all  tracks  in  the' 
11  months  of  1918,  compared  with  the  11  months  of  1917,  and  the  same  11  months  of 
1916.  Likewise  the  number  of  tons  of  new  rail  laid  in  the  11  months  of  each  of  said 
years  of  1918,  1917,  and  1916. 

Answer.  The  information  for  the  12  months,  as  requested  in  item  7,  is  given  below 

Rails  and  ties  used  calendar  years  1916,  1917,  and  WIS. 

1.  Number  of  ties  bought  and  supplied  calendar  year — 

1916 V : 96,  665,  800 

1 917 93, 177,  208 

1918 82,  871,  551 

2.  Number  of  crossties  actuallv  laid  in  all  tracks  calendar  vear — 

1916 ". \ 90, 140,  016 

1917 81, 154,  529 

1918 78,  958,  224 

3.  Numl)er  of  tons  new  rail  laid  and  track-miles  calendar  vear — 

-iQifi                                                                                       '/tons 1,450,952 

"^ ^ Itrack-miles. .  9,  831 

,0T7                                                                                          /tons..- 1,233,031 

'     Itrack-miles. .  8,  233 

10,0                                                                                          /tons 1,097,277 

^^ \track-miles. .  7,  431 

4.  Number  of  tons  new  rail  on  hand  Dec,  31 — 

1918 369,  223 

1917 460,  865 

5.  Number  of  track-miles  new  rail  on  hand  by  weights  per  yard: 


Weight  per  yard. 


141, 
136. 
135. 
130. 
125. 
120. 
110. 
107. 
105. 


Pounis. 


On  hand 
Dec.31,1918. 


Track  miles. 


10.70 

4.10 

96.26 

.12 

.60 

5.30 

IS.  86 

60.75 


Weight  per  yard. 


101. 
100. 
96. 

Pounds. 

Track  miles. 

535. 27 

3. 95 

93 

91 

90 

1,218.91 

So 

342. 71 

SO 

160. 89 

76 

On  hand 
Dec.  31. 1918. 


On  hand 


Weight  per  yard.    |  D^e"3lT918, 


Pounds. 

75 

74 

72 

70 

67*  (Russian) 

Total.. 


Track  miles. 
35.98 

4.00 
27.00 
11.98 

7.03 


2,544.41 


Item  5.  Give  the  total  number  of  bad-order  freight  cars  repaired  in  the  11  months 
of  1918  as  compared  Avith  the  11  months  of  1917,  and  the  average  number  of  freight 
cars  under  or  awaiting  repairs;  the  total  number  of  locomotives  receiving  repairs  in 
each  of  said  years;  also  the  average  number  of  freight  locomotives  under  or  awaiting 
repairs,  the  number  of  freight  cars  in  service,  and  the  number  of  freight  cars  awaiting 
repairs  in  said  years. 

Answer, 


EXTENSION   OF   GOVEKNMENT   CONTROL   OF   RAILROADS.      1541 

Repairs  to  locomotives  and  cars  combined,  12  months,  January  to  December,  1917-1918. 


1918 


Average  number  of  serviceable  freight  locomotives ■. 

Average  numlier  freight  locomotives  in  or  awaiting  shop 

Per  cent  freight  locomotives  in  or  awaiting  shop. 

Average  mimlicr  freight  cars  in  service 

Average  numlier  freight  cars  in  or  awaiting  shop 

Per  cent  of  freight  cars  in  or  awaiting  shop 

Total  number  of  locomotives  receiving  repairs  requiring  more  than  24  hours 


30,824 

4,624 

15.0 

2,430,786 

138,989 

5.7 

235,522 


30,378 

4,286 

14.8 

2,363,309 

133,252 

5.6 

193,924 


Comparison  of  freight  cars  repaired  by  railroads  render  Federal  control,  1917  and  1918. 


Light. 

Heavy. 

Total. 

(1)  Number  of  freight  cars  repaired  by  133  Class  I  railroads  and  22 
Class  II  railroads,  showing  separation  between  light  and  heavy 
repairs: 

1917 

29,207,081 
27,650,214 

1.941,380 
2,005,926 

31,148,461 
29  656  140 

1918 

Increase,  191S  over  1917 

64,546 

Decrease,  1918  over  1917 



1,556,867 

1,492,321 

(2)  Number  of  freight  cars  repaired  by  6  Class  I  railroads  that  were  unable 
to  give  complete  separation  between  light  and  heavy  repairs: 

1917 1, 112, 966 

1918 1, 154,  085 

Increase,  1918  over  1917 41, 119 

(3)  Total  number  of  freight  cars  repaired  by  161  railroads,  representing 
ownership  of  2,357,208  cars: 

1917 32, 261,  427 

1918 30, 810,  225 

Total  decrease,  1918  over  1917 1,  451,  202 

(a)  Referring  to  item  (1),  showing  decrease  of  1,556,867  light  repairs,  1918  over  1917, 
with  an  increase  of  64,546  heavy  repairs:  The  reduction  in  light  repairs  is  due  to 
reporting  light  running  repairs,  requiring  less  than  one  1-man  hour  to  repair,  in  1917, 
which  were  not  permitted  reported  in  1918. 

(6)  Item  (2)  shows  substantial  increase,  1918  over  1917. 

(c)  Item  (3).  Explanation  for  total  decrease,  1918  over  1917,  is  given  in  paragraph  (a). 
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DIRECTOR  GENERAL— GENERAL  OFFICE. 


No. 

Occupation. 

Annual 
salar.y. 

No. 

Occupation. 

Annual 

salary. 

1 

Assistant  to  Director  General 

Assistant  to  assistant  to  Director 

$10,000 

3.000 

6,000 
5.000 

3,000 
2,500 
3,000 
2,000 
1,900 
1,800 
1.700 
1,600 
l.,W0 
1.200 
1.080 
2,700 
2,400 
2.100 
2,000 
1,800 
1,680 
1,,500 
1,380 
1,320 
1.260 
1.200 
1,140 

5 
3 
2 
2 
2 
2 
2 
2 
1 
1 
5 
1 
3 
1 
2 

1  1 
1 

i  1 
24 
1 
1 
1 
3 
3 
2 
11 
3 
7 
1 

i 

Clerk 

SI, 080 

I 

..  .  do 

1  020 

....  do 

1,000 

I 

Private    secretary    to    Director 

do 

900 

do 

840 

1 

do 

780 

1 

Assistant   private   secretary   to 

.   .  do                                    ... 

720 

do    .             

600 

2 

2,000 

1 

Superintendent  of  telegraph 

do 

1,800 

1 

Stenographers 

1,500 

1 

.  .  do    

do 

1,320 

2 

do  

do 

1,200 

6 

do  

do 

do 

do 

1,080 

6 

do 

1,000 

6 

do 

900 

1 

Chauffeur 

1,000 

5 

. .  .  do    

do 

960 

1 

Clerk     

Laborers 

840 

2 

do 

720 

2 

do 

do.  ...                      

300 

3 

do 

Messenger 

1,200 

5 

do 

do 

900 

1 

do  

do 

840 

4 
2 
6 
1 

18 
2 

do 

do 

720 

do. 

600 

.       do                      

Charwomen 

do 

do 

360 

..  .  do 

312 

do 

180 

do 

ASSISTANT  DIRECTOR  GENERAL. 


Assistant  Director  General 

Assistant  to  Assistant  Director 

General 

do 

Office  assistant 

Secretarv 

do.." 

Accountant 

do 


$25,000 

1 

1 

12, 000 

1 

9, 000 

1 

5,000 

5 

4,000 

3I 

3,000 

1  1 

5,000 

1 

3,000 

2 

Clerk 

do 

do 

Secretary 

Assistant  secretaries. 

Stenographers 

do 

Messenger 

do 


$2, 000 
1,560 
1,200 
2,100 
1,800 
1,500 
1,400 
720 
600 


FINANCE  AND  PURCHASES. 


Assistant  to  director 

do 

Manager,  fire  loss  and  protection. 

Manager,  marine  insurance 

Manager,  forest  product  section. , 

Treasurer 

("ashler 

Accountant 

Inspectors 

do 

do 

do 

do 

Lum  berman 

Clerk 

do 

....do 

do 

....do 


$9, 000 
4,000 
8,400 
7,500 
5,000 

10,000 
3,600 
3,600 
4,000 
3,900 
3,600 
3,500  ! 
2,700  I 
2,700  j 
3,000 
2,400 
2,100  I 
2,000  I 
1,800 


Clerk 

do 

do 

do 

do 

do 

Secretarv 

do.." 

Assistant  secretaries . 
Assistant  secretary. . 
Stenographers ....... 

do 

do 

....do 

do 

Laborers 

Messenger 

....do 

....do 


$1,500 

1,380 

1,320 

1,200 

1,050 

1,000 

2,100 

2,000 

1,800 

1,680 

1,500 

1,400 

1,320 

1,200 

1,000 

840 

840 

600 

480 
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CAPITAL  EXPENDITURES. 


No. 


Occupation. 


Director 

Assistant  to  director 

do 

Accountant 

do 

do 

Secretary  and  assistant . 

Chief  clerk 

Assistant  engineers 

do 

do 


Annual 

salary. 


$25, 000 
10, 600 
8,400 
3,900 
3,000 
2,700 
4,000 
4,000 
4,200 
3,900 
3,600 


No. 


Occupation. 


jCIerk 

do 

do 

do 

do 

do 

Secretaries 

Stenographers . 

do 

do 

Messengers 


Annual 

salary. 


81,920 
1,800 
1,500 
1,380 
1,320 
1,200 
1,800 
1,500 
1,320 
1,200 
840 


DIVISION  OF  OPERATION  (PROPER). 


Director 

Assistant  director 

do 

do 

do 

Assistant  to  director 

Manager,  fuel  conservation 

Manager,  operating  statistics 

Manager,  telegraph 

Assistant  manager,  operating 
statistics 

Assistant  manager,  fuel  conser- 
vation  

Assistant  manager,  safety 

Assistant  to  manager,  fiiel  con- 
servation   

Oeneral  supervisors,  equipment 

Cieneral  supervisor,  car  repairs.. 

Supervisors,  equipment 

Assistant  supervisors,  equip- 
ment   

Supervisors,  safety 

Supervisors,  car  repairs , 

Supervisor,  troop  movement 

Supervisor,  troop  routing , 

Supervisor,  coding 

Assistant  engineer 

Inspector  of  transportation 

Supervisors,  fuel  conservation. . 

Inspector  of  transportation 

Assistant  supervisors,  fuel  con- 
servation   

do 

Inspector 

do 

Statistician 

do 

Secretary  and  assistant 

do 


$25,000 
15,000 
14,000 
12,000 
10,000 
7,500 
9,000 
7,500 
7,500 

4,800 

7,200 
4,500 

6,000 
7,500 
6,000 
4,800 

3,900 
3,000 
4,200 
3,600 
6,000 
3,000 
4,800 
7,500 
4,800 
5,000 

3,900 
3,600 
2,400 
1,800 
4,200 
3,000 
3,900 
3,000 


Chief  clerk 

Office  engineer 

Chief  clerk 

Assistant  chief  clerk. 

Clerk 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

.....do 

do 

do 

do 

Assistant  secretary. . 

Secretary 

do 

Stenographers 

do 

.....do 

do 

do 

do 

do: 

Laborers 

Messengers 

do , 


$4, 500 

4,200 

3,600 

3,600 

3,600 

3,300 

3,000 

2,700 

2,400 

2,100 

2,000 

1,860 

1,800 

1,680 

1,620 

1,500 

1,440 

1,380 

1,320 

1,200 

1,080 

1,020 

960 

900 

840 

720 

2,400 

2,100 

1,800 

1,500 

1,440 

1,400 

1,380 

1,320 

1,200 

960 

840 

600 

480 


DIVISION  OF  OPERATION  (CAR  SERVICE). 


IVl 


Manager 

Assistant  managers. . . 

do 

do 

District  manager 

do 

Assistant  to  manager . 

Assistant 

Special  assistant 

Chief  inspector 

Special  inspector 

Inspectors 

do 


$10,000 
9,000  I 
7,500 
6,500 
5,400 
4,800 
3,600 
3,000 
6,000 
3,300 
3,000 
2,400 
1,800 


Special  representatives . 

Secretary 

do , 

Office  assistants 

do 

do 

Clerks 

do 

do 

do 

do 

do 

do 


$4,000 
3,300 
3,000 
3,600 
3,300 
3,000 
3,000 
2,880 
2,700 
2,400 
2,100 
2,000 
1,920 
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DIVISION  OF  OPERATION  (CAR  SERVICE)— Continued. 


No. 

Occupation. 

Annual 
salary. 

No. 

Occupation. 

Annual 
salary. 

3 

Clerks 

.    SI, 800 

1,620 

1,500 

1,380 

1,320 

1,260 

1,200 

1,080 

1,050  i 

1,020 

1,000 

960 

900  ! 

840 

780 

720 

1,800 

2 

13 

2 

20 

'     1 

12 

1 

6 

1 

5 

2 

3 

1 

2 

2 

1 

2 

Secretaries 

$1,620 

7 

do 

Stenographers 

1,500 

13 

do 

do 

1,440 

1 

do                     

do 

1,320 

2 

do       

do 

1,260 

1 

do    

do 

1,200 

7 

.  .  do    

do 

1,140 

5 

..  .  do 

do 

1,080 

2 

do 

do    

1,050 

11 

'     do 

.  .  do 

1,020 

1 

do 

...do 

1,000 

4 

do 

...  do 

900 

4 

do 

Messenger 

900 

6 

do                   

do 

660 

2 

do       .           

do 

600 

8 

do 

do 

540 

2 

do 

480 

DIVISION   OF  TRAFFIC. 


Director 

Assistant  director 

do 

do 

Manager,  Food  Administration. . 
Manager,  AVar  Industr.v  Board... 
Manager,    inland    traffic,    War 

Department. 
Manager,  Fuel  Adirdnistration. . . 

Manager,  express  and  mail 

Manager,  Navy  Department 

Manager,  Shipping  Board 

Managers,  fuel  oil 

Manager,  inland  traffic,  United 

States  miUtar.v  railroads. 

Manager,  War  Trade  Board 

Assistant 

.do. 


.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


Assistant,  AVar  Department 

do 

Assistant,  Navy  Department 

do .' 

Assistants,  Fuel  Administration. 

do 

Assistant,  Food  Administration. . 

do 

do 

Assistant,  "War  Industries  Board. 


825,000 
15,000 
12,. 500 
7,200 
20,000 
18,  .500 
18,000 

13,200 
12,000 
8,000 
7,200 
6,000 
4,200 

3,000 

7,500 

7,200 

6,000 

4,800 

4,200 

4,000  \ 

3,600 

3,000 

6,000 

3,300  ' 

3,600  i 

3,000 

4.800 

4,200 

5,000 

3.600  ' 

2,400 

5,000  I 


Assistant,  War  Industries  Board. 

General  agent 

do 

do 

do 

do 

do 

do 

Secretary 

do 

Chief  clerk 

do 

Clerks 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

Secretarv 

do.." 

Secretaric-s 

Stenographers 

do 

do 

Laborer 

Messengers 

do 

do 


$3,000 
4,800 
4,500 
4,000 
3.600 
3,300 
2,700 
2,100 
3,000 
2,820 
3,600 
3,300 
3,600 
3,300 
3,000 
2,700 
2,400 
2,100 
2,641 
1,800 
1,320 
1,200 
1,020 
840 
2,400 
2,100 
1,800 
1,500 
1,320 
1,200 
840 
780 
600 
480 


PUBLIC  SERVICE  AND  ACCOUNTING. 


Manager,  accounting 

Manager,  Short  Line  section 

Auditor 

Special  rate  expert.  Short  Line 

section 

Traffic  assi.stants 

Accoimtant 

do 


.do. 
-do. 
.do. 
.do. 
.do. 


$9,000 
8,500 
7,500 

7,200 
6,000 
6,500 
6,000 
4,200 
3,9(X) 
3,600 
3,300 
3,000 


Accountant 

do 

do 

do , 

do 

do 

do 

..  ..do 

Chief  clerk.. 

Clerks 

do 

do , 

ao , 


$2,880 
2,700 
2,500 
2,400 
2,100 
2,000 
1,800 
1,500 
3,900 
2,700 
2,400 
2,200 
2.100 
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PUBLIC  SERVICE  AND  ACCOUNTING— Continued. 


No. 

Occupatiou. 

Annual    ! 
salary,     j 

No. 

Occupation. 

Annual 
salary. 

1 

Clerks 

$2,000  ' 
1,800 
1,720 
1,700 
1,680  1 
1,600 
1,500  I 
1,400  1 
1,320  ! 
1,200 
1,080 
1,020 
1,000  j 
960 

1 

2 

1 
1 
9 
1 
1 
4 
3 
1 
1 
4 
1 

Clerks 

$900 

4 

do 

do 

840 

1 

do 

1,680 

2 

do 

Stenoprapher  and  clerk  .  . 

1  620 

2 

do 

StenoRraphers     .  .        

1,500 

2 

do 

do 

1,440 

16 

do 

do 

1,400 

5 

do 

-do 

1  320 

4 

do 

do 

do 

1,200 

14 

840 

2 

do 

720 

2 

do 

do 

6oa 

1 

do 

..    .do 

480 

2 

do 

DIVISION  OF  LABOR. 


Director '  $25, 000 

Assistant  directors 10, 000 

Assistant 5, 000 

do '  4,000 

Manager,  women's  section 5, 000 

Members  of  boards !  7,500 

Representatives 6, 000 

Secretaries  of  railway  board  of 

adjustment 3, 000 

Secretary 2,  .500 

Chief  clerk 2, 700 

Field  agents i  2, 700 

Reporters 2, 100 


Assistant  reporters. 

Clerks 

do 

do 

do 

Secretaries 

Stenographers 

do , 

do , 

Underclerk 

Messenger 

do 


DIVISION    OF   LAW. 


General  eoimsel 

Assistant  general  coimsel 

Assistant  to  general  counsel 

do 

Assistants 

Manager,  claims  and  property 

protection 

Chief,  secret  service  and  police. . . 
Attorneys 

do.: 

do 

do 

do 

Inspector 

do 

do 

do 


$25,000 

2 

10,000 

1 

7,500 

2 

6,000 

2 

4,000  1 

1 

3 

7,500 

1 

7,500 

2 

7,500 

2 

6,000 

11 

5,000 

1 

3,000 

1 

2,200 

2 

4,000 

4 

3,600 

3 

3,500 

3 

3,000 

Chief  clerks 

Chief  clerk  — 

Clerks 

do 

do 

do 

do 

do 

Secretaries 

Stenographers. 

do 

do 

do 

do 

Messengers 

Inspectors 


ACTUARY  TO   RAILROAD  ADMINISTRATION. 


Actuary 

Assistaiit  actuar.y. 

Correspondent 

do 

do 

do 

Clerk 

do 

do 


SI 

1 

6,000 

1 

4,800 

1 

4,000  \ 

10 

3,000  1 

2 

2,400  j 

3 

2.400  1 

1 

1,800  j 

1 

1,500 

•         1 

Clerk 

do 

do 

Stenographers . 

do 

....do 

....do 

Messenger 
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DIVISION   OF   INLAND   WATERWAYS. 


Occupation. 


Director 

Traffic  manager 

Secretary 

Inspectors 

Cleric 

Stenographer . . . 


Annual 
salary. 


$25, 000 
4,000 
3,000 
3, 600 
2,100 
1,500 


No. 


Occupation. 


Stenographer 

do 

do 

Laborer 

Laborers 


BOARD   OF   RAILROAD  WAGES  AND   WORKING  CONDITIONS. 


Members  of  board . . . . 

Secretary  of  board 

Wage  schedule  expert 

E.xaminers 

Chief  clerk 

Clerk 

Clerks 

Clerk 

Clerks 


0,000 

2 

6,000 

4 

5,000 

1 

6,000 

2 

3,000  ! 

2 

2,700  ! 

5 

2,400  ' 

5 

2, 100  i 

3 

1,800  ' 

1 

Clerks 

do 

Clerk 

Clerks 

do 

Secretaries  to  members. 

Stenographers 

do 

Stenographer 


EASTERN  REGION. 


Regional  director 

Assistant  regional  director 

District  director 

do 

Chairman  budget  committee — 

Traffic  assistant 

Mechanical  assistant 

Resident  traffic  assistant 

Marine  director 

Assistant  mail  and  express 

Terminal  manager 

do 

do 

do 

do 

Staff  fassistant  to  traffic  assistant 

Assistant  to  traffic  assistant 

Supervisor  of  stores 

Transportation  assistant 

Operating  assistant 

do 

Special  agent 

Executive  assistant 

do 

Office  assistant 

do 

do 

Secretary 

Special  assistant 

Assistants 

do 

Transportation  inspector 

do 

do 

do 

Telegraph  and  telephone  engineer 

Engineer 

do 

do 

Supervisor  of  transportation 

Members  subcommittee— l''orest 

products 

Freight  representative 

do 

Inspector 

do 

Statistician 

Accountant 

do 

do 


S50 
35 
35 
30 
25 

2o: 
2o: 

15 
15 
10 


Chartermaster . . 
Tug  dispatcher. 

do 

do 

do 

Secretary 

do.." 

do 

do 

do 

Chief  clerk 

do 


do. 

do. 

do. 

do. 

do. 

Clerk  . . 
do. 


do 

do 

....do 

do 

do 

do 

....do 

do 

do 

do, 

dd 

do 

do 

do 

do 

do 

do 

do 

....do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

Stenographer . 

do 

do 
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EASTERN  REGION— Continued. 


No. 

Occupation. 

Annual 
salary. 

No. 

Occupation. 

Annual 
salary. 

1 

Stenographer 

$1,680 
1,620 
1,500 
1,440 
1,430 
1,400 
1,320 
1,260 
1,200 
1,187 
1,140 
1,100 
1,080 
1,056 
1,050 
1,020 
960 

!          1 
1 
3 

1 

4 
1 
2 

I          2 
i          1 
3 
3 
4 
3 
3 

$960 

4 

do 

do. 

720 

8 

do 

Telegraph  and  telephone  oper- 

2 

do 

1  800 

1 

do 

.     .do 

1  740 

4 

do 

..     .do    . 

I'eso 

5 

do 

do... 

I'lOO 

3 

do 

do. 

l'020 

9 

do 

do 

'96O 

5 

do 

do 

840 

3 

do 

1  100 

2 

do 

Messenger 

'780 

7 

do 

do 

720 

11 

do 

do 

600 

2 

do 

do 

do 

do 

540 

2 

do 

480 

2 

ALLEGHENY  REGION. 


Regional  director 

$50,000 
20,000 
20,000 
20,000 
10,000 
10,000 
10,000 
5,400 
10,000 
5,400 
3,600 
4,800 
3,600 
4,200 
4,200 
4,200 
4,200 
3,000 
4,200 
4,200 
4, 500 
3,900 
3,300 
3,000 
3,600 
4, 500 
5,000 
2,607 
3,000 
1,920 
2,100 
1,800 
3,600 
3,480 

2 
1 
1 
1 
2 
2 
5 
1 
9 
1 
1 
1 
5 
2 
1 
1 
8 
1 
2 
8 
1 
1 
1 
1 
8 
2 
2 
5 
1 
1 
1 
2 
2 

Chief  clerk. . 

$3  000 

Assistant  regional  director 

Traffic  assistant 

do 

2 '400 

do  ... 

1  800 

Operating  assistant 

Clerk  

2' 700 

Mechanical  assistant 

do 

2' 280 

Transportation  assistant 

do 

2'  220 

En.gineering  assistant 

do 

2  100 

Assistant  to  traffic  assistant 

Terminal  mangager 

do 

1,920 

..  ..do. 

1  800 

Assistant  terminal  manager 

Assistant  to  terminal  manager. . . 

Supervisor  operating  division 

do 

Supervisor  freight  service 

Freight  supervisor 

do 

1^740 

do 

1,656 
1  560 

do 

2 

do 

1,500 

do 

1,380 

.....do. 

1  320 

Supervisor  car  repairs 

do... 

l'260 

Supervisor  locomotive  repairs 

Supervisor  train  movement 

Engineer 

do 

l'200 

do 

1  080 

do 

1,060 
1,050 

Chief  of  wage  information 

Inspector  of  yards 

do 

Stenographer  . 

2  220 

Inspector  of  piers 

do. 

1*800 

Freight  service  representative . . . 
Passenger  service  representative . 
Perishable  traffic  agent 

.,...do 

1,680 

do 

1,620 

do 

1,500 

Office  manager 

..     .do.   . 

1  380 

Statistician 

do 

1,320 

do 

do 

1  200 

Secretary 

do 

1  080 

do 

.do 

1  050 

do 

'780 

2 

do 

do 

720 

2 

Chief  clerk 

do 

660 

1 

do 

POCAHONTAS  REGION. 


1  !  Regional  director. 
1  j  Traffic  assistant . . 
1  I  Transportation  assistant. 


Chairman  regional  purchasmg 
committee 

Member  regional  purchasing 
committee 

Secretaries. 


1     Chief  clerk. 

1   do 

1   ...?'do 


$40,000 
17, 500 
10, 800 

10, 000 

7,800 
2,280 
3,100 
3,300 
3,000 

2 
2 
1 
2 

Clerk. 
do. 


.do 

.do 

.do 

.do 

.do 

-do 

.do 

Stenographer . 
.do 
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A  list  as  of  date  Jan.  1,  1919,  of  all  officers  and  employees  of  the  Central  Railroad  Admin- 
istration, under  the  Director  General,  and  of  the  regional  administration,  under  regional 
directors,  other  than  those  on  "^he  regular  pay  rolls  of  the  various  railroad  companies 
under  Federal  control,  together  with  all  salaries,  ivages,  and  compensation — Continued. 

SOUTHERN  REGION. 


No. 

Occupation. 

Annaal 

salar.v. 

No. 

Occupation. 

A.mual 
<;alary. 

Regional  director . . 

$40,000 
15, 000 
10, 000 
7,500 
6,000 
6,000 
3,600 
6,000 
5,000 
2,500 
3,600 
5,100 
3,600 
2,400 
4, 200 
3, 900 
4,200 
3,000 

3,600 
3,000 
2,100 
2,700 
2,100 
1,950 
1,800 
1,620 
4,500 
3,600 
3,000 
2,400 
2,100 
3,600 
2,520 
2,400 

1 

5 
1 
4 

1          I 

Clerk 

$2,280 
2,100 

Traffic  assistant .... 

do 

Operating  assistant    

do 

1,920 

Staff  officer,  meclianical 

do 

1,800 

Staff  officer,  engineering 

do 

1,740 

Staff  officer,  traffic 

do 

1,680 

Assistant  to  traffic  assistant 

Terminal  managers 

1 

do 

1,620 

1 
1 
4 

do 

1,440 

do 

.do 

1,380 

.do 

.do 

1,200 

Assistant  to  terminal  manager. . . 
Staff  officer,  accounting 

8 
2 
1 
1 
2 
1 

.do 

1,080 

..do 

1,000 

Accountant 

.  ...do 

960 

..do..        .             

do 

900 

Engineer 

..  ..do 

720 

Terminal  trainmaster 

Stenographer 

2, 100 

Traveling  representative 

6 
3 
6 
1 
3 

do 

1,800 

do..r. ..'. 

do 

1,620 

Assistant  to  regional  purchasing 
committee 

do 

1,500 

do 

1,440 

Inspector  instructor 

do 

1,380 

do 

2 

1 
1 
1 
1 
3 

? 

3 
1 
2 
1 
3 

do 

1,200 

Secretary 

do 

1,180 

do.." 

do 

1,100 

.do.                  

.do.                         

960 

do 

Telegraph  and  telephone  operator. 

1,734 

....do 

1.540 

Chief  clerk 

.  .do 

1,080 

do 

Chef 

1,319 

do 

do 

1,098 

do 

Porter 

1,269 

do 

do 

1, 098 

Clerk 

Messenger 

720 

do 

do 

600 

2 

do 

! 

NORTHWKSTERX   REGION. 


Regional  director 

Assistant  regional  director 

District  director 

Traffic  assistant 

do 

Traflic  supervisor 

Operating  assistant 

Engineering  assistant 

District  manager 

Car  service  assistant 

Terminal  manager 

do 

do 

do 

Acting  terminal  manager 

.Assistant  to  terminal  manager.. . 

Assistant  to  traffic  assistant 

Engineer 

do 

Engineers 

do 

Assistant  to  district  director ^ 

Joint  export  agent 

Car  agent 

Field  man 

Inspectors 

do 

do 

Correspondent 

Accountant 

do 

Supervisor  of  car  service 

Assistant  supcrvidor  of  car  serWce 

Supervisor  of  transportation 

Assistant  supervisor  of  transpor- 
tation  


$50,000 
20,000 
25,000 
20,000 
8,0(X) 
5,000 
6,000 
6,000 
10,000 
6,000 
10,000 
9,000 
7,000 
5,400 
4,800 
3,600 
3,600 
4,300 
3,600 
3,600 
3,000 
4,200 
4,200 
2,700 
3,600 
2,400 
2,100 
3,000 
2,700 
3,600 
3,300 
4.500 
2.700 
4.500 

3,600 


1  Super\'isor  of  transportation . 

1     Super\'isor 

1  1  freight  house  supervisor. . .. 

1  !  O  nice  assistant 

1  I  Otlice  manager 

3  I  Chief  clerks 

5    do 

1  Cliief  clerk 

2  Cliief  clerks 

1     Secretary 

1    do 

1    do 

1  Clerk 

2    do 

1    do 

1    do 

1    do 

5    do 

2    do 

1    do 

1    do 

1    do 

2   do 

23    do 

8  do 

1    do 

3    do 

3   do 

15   do 

22   do 

5   do 

1    do 

5   do 

17    do 

3    do 

1    do 


EXTENSION   OF   GOVERNMENT   CONTROL   OF  RAILROADS.      1549 


^  list  as  of  date  Jan.  1,  1919,  of  all  offi.cers  and  employees  of  the  Central  Railroad  Admin- 
istration, under  the  Director  General,  and  of  the  regional  administration, under  regional 
directors,  other  than  those  on  the  regular  pay  rolls  of  the  larious  railroad  companies 
under  Federal  control,  together  tvith  all  salaries,  ivages,  and  compensation — Continued. 
NORTHWESTERN  REGION— Continued. 


No. 

Oernpation. 

A^nnual 
salary. 

No. 

Occupation. 

Annual 
salar.v. 

1 

Clerk 

$1,319 

1,200 

1,184 

1,140 

1,099 

1,080 

1,020 

980 

900 

858 

2 
5 
3 

1 
1 
1 
1 
6 
1 
1 

Clerk 

¥780 

33 

do 

do 

720 

4 

do 

do 

660 

1 

do 

.    do    . 

do 

540 

2 

Stenographer 

2,100 

25 

....  do 

. .     .do 

1,200 

3 

do 

do 

1,020 

2 

do 

1,591.20 

8 

do 

Cook 

1,320 

1 

do 

Porter              

1,200 

CENTRAL  WESTERN  REGION. 


Regional  director 

Assistant  regional  director 

District  director 

Traffic  assistant 

Engineering  assistant 

Transportation  assistant 

Mechanical  assistant 

Terminal  manager 

Labor  representative 

Routing  assistant 

Assistant  to  district  director 

Transportation  efficiency 

Assistant  to  traffic  assistant 

Engineers 

Supervisor  of  loss  and  damage . . . 

Inspector  of  transportation 

Traffic  inspector 

Inspector,   telegraph   and   tele- 
phone   

Chief  tie  inspector 

Chief  treatment  inspector 

Treatment  inspectors 

Accountant 

do 

Office  manager 

Chief  clerk 

do 

Chief  clerks 

Chief  clerk 

do 

do 

Secretary 


1150,000 

20,000 

35,000 

20,000 

12.000 

8',  400 

4,000 

3,900 

5,000 

7,500 

5,000 

3,300 

4,200 

3.000 

3;  900 

3,600 

3,300 

2,400 
2,400 
2,400 
1,800 
3,600 
2,400 
4,000 
3,300 
3,000 
2,700 
2,100 
2,000 
1,980 
2,640 


Secretaries 

do 

do 

Clerk 

do 

do 

do 

Clerks 

Clerk 

Clerks 

Clerk 

Clerks 

do 

Clerk 

Clerks 

do 

do 

do 

Clerk 

do 

Clerks 

Stenographer . . 

do 

Stenographers. 

do 

Stenographer . . 

do 

do 

do 

Chef 

Porter 

Cook 


SOUTHWESTERN  REGION. 


Regional  director 

Assistant  regional  director 

District  director 

Traffic  assistant 

Engineering  assistant 

Supervisor  transportation 

Supervisor  car  service 

Supervisor  oil  traffic 

Supervisor  coal  traffic 

Manager,  tie  and  bridge 

Inspectors,  tie  and  bridge 

Assistant  inspectors,  tie  and 
bridge 

Telegraph  and  telephone  engi- 
neer   

Special  investigator 

Office  manager 

Chief  clerks 

do 

Chief  clerk 

do 

Secretary 

Clerk 

Clerks 

do 

Clerk 

Clerks 


$50, 000 

3 

15, 000 

2 

30, 000 

0 

20,000 

1 

12,000 

2 

4,800 

3 

4,200 

1 

4,500 

1 

4,800 

1 

3,600 

1 

2,400 

2 

1 

1,800 

3 

5 

3,600 

1 

0) 

2 

4,200 

3 

3,600 

11 

3,000 

1 

2,400 

1 

2,100 

1 

2,100 

1 

3,000 

1 

2,700 

1 

2,400 

1 

2,280 

1 

2,220 

1 

Clerks 

....do 

....do 

Clerk 

Clerks 

....do 

Clerk 

....do 

....do 

....do 

Clerks 

Stenographer . . 
Stenographers . 

....do 

Stenographer  . 
Stenographers. 

....do 

....do 

Stenographer.. 

....do 

....do 

Messenger 

...do 

Chef 

Porter 

....do 

....do 


1  $7.50  per  day. 
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Recapitulation. 


CENTRAL   ADMINISTRATION. 

Employees. 

Office  of  Director  General 175 

Office  of  Assistant  Director  General 24 

Division  of  flnance  aiid  purchases 94 

Division  of  capital  expenditures 44 

Division  of  operation  (proper) 281 

Division  of  operation  (car  service) 260 

Division  of  traffic 143 

Division  of  public  service  and  accounting 167 

Division  of  labor 

Division  of  law 

Office  of  actuary  to  Railroad  Administration 

Division  of  inland  waterways 

Board  of  railroad  wages  and  working  con- 
ditions  


Total,  central  administration 1, 411 


REGIONAL   ADMINISTRATION. 

Employees. 

Eastern  region 320 

Allegheny  region 126 

Pocahontas  region 24 

Southern  region 126 

Northwestern  region 28ft 

Central  Western  region liz 

Southwestern  region... 91 


Total,  regional  administration 1,085 

Grand  total 2,49f> 


Schedule  2, 

Condensed  income  account,  12  months  ended  Dec.  SI.  1918  and  1917. 


Item. 


Miles  of  road  operated 

OPERATING  REVENUES. 

Freight  revenue 

Passenger  revenue 

Other  operating  revenues 

Total  operating  revenues 

OPERATING  EXPENSES. 

Maintenance  of  way  and  structures  expenses. . 

Maintenance  of  eqiiipment  expenses 

Traffic  expenses 

Transportation  expenses: 

Supervision 

Station  service 

Yard  service 

Train  service 

Miscellaneous  transportation 

Casualties 

J  oint  facilities 

Total  transportation 

Miscellaneous  operations 

General  expenses 

Transportation  for  investment 

Total  operating  expenses 

INCOME  ITEMS. 

Net  operating  revenue 

Tax  accruals  (excluding  war  taxes) 

ITncrolIectible  railway  revenue 

Railway  operating  income 

Equipment  rents — Net 

J  oint  facility  rents — Net 

Miscellaneous  Federal  income — Net 

Net  Federal  income  (including  miscellaneous 

Federal  income) 

Operating  ratio 


12  months  ended  Dec.  31- 


191S 


230, 769 


1917 


230, 608 


Increase  or  decrease. 


Amount. 


101 


$3,422,518,864 

1,027,990,435 

392, 186, 585 


4, 842, 695, 884 


645,080,807 

1,091,927,243 

48, 138, 128 


78, 272, 839 

311,524,168 

370,38:^,523 

1,029,5.")8, 191 

93, 225, 618 
106, 5(i2, 854 

22, 221, 745 


2,011,748,938 


38, 532, 573 
10:J.927,516 
2  6, 040, 083 


3,939,315,122 


$2,811,128,278 
824, 165, 622 
353,533,771 


3,988,827,671 


439, 575,  (i29 
680, 297, 435 
M;  421, 372 


55, 639, 797 
224,084,008 
265, 390, 430 
790,515,022 
73,880,451 
78, 948, 522 
15, 905, 582 


1,504,363,812 


33, 405,  782 
95, 033, 048 
»  8,552,122 


2,808,544,956 


903,380,702   1,180,282,715 


183, 499, 466     179. 9.58. 159 

607,102       602.257 

719,274,194  i    999,632,299 


3  18,723.046 
3  20,  .595, 006 
s 8, 243, 941 


'21,207,505 

3  18, 869, 100 

2  936, 417 


688,200,083 
81.3 


960,492,111 
70.4 


S611,390,586 
203, 824, 813 
38,  ti52, 814 


853, 868, 213 


205, 505, 178 
411,629,808 
1  16, 283, 244 


22, 633. 042 
87,440,1(0 
104, 993, 093 
239,04;J,  169 
19,345,167 
27,614,332 

6,316,  ua 


507,385,126 


5, 126, 791 
14, 894, 468 
2,512,039 


1,130,770,166 


>  276,901,953 


3,541,307 

'  85,155 

»  280, 358, 105 


<  2,484,459 
s  1,725,906 
•7,307,524 


1  272,292.028 
10.9 


Per  cent. 


0.1 


21.7 
24.7 
10.9 


21.4. 


46.  S 

60. 5 

>25.* 


40.7 
39. 0 
39.  .> 
.30.2 
26. 2 
35.0 
39.7 


33.7 


15.3 
15.7 
29.4 


40. » 


123.5 


2.0 
I  12.3 
>28.0 


«  11.7 

'9.1 

•780.4 


>28.S- 
15.  5- 


1  Decrease.  3  Debit.  6  Increase  in  debit  balance. 

2  Credit.  ■■  Decrease  in  debit  balance.  •  Increa.se  in  credit  balance. 

Note.— Tliis  statement  docs  not  include  the  expenses  of  tlie  United  States  Railroad  Administration,, 
which  amounted  to  $3,647,143  for  the  12  months  ended  Dec.  31,  1918. 

Compilations  based  on  reports  on  Form  O.  S.  7,  from  Class  1  roads  under  Federal  control. 

"Net  Federal  income,  including  miscollaiioous  t'edcral  income,"  represents  "Net  operating  revenue" 
minus  "Tax  accruals,"  and  "Uncoiled ihle  railway  revenue"  plu«  or  minus  the  net  balance  for  "Equip- 
ment rents,"  ".Toint  facility  rents,"  and  ".Miscellaneous  Federal  income"  items,  if  any. 

"Transportation  expenses,  water  line,"  are  included  under  "Miscellaneous  transportation"  cxix^nscs^ 


extension  of  government  control  of  railroads.    1551 
>  Schedule  3A. 

Pay-roll  charges  to  operating  expenses  and  all  other  accounts,  Class  I  roads  under  Federal 
control,  calendar  years  1918  and  1917. 


Eastern  region. 

Allegheny  region. 

Month. 

1918 

1917 

Increase  or 
decrease. 

1918 

1917 

Increase  or 
decrease. 

Amount. 

Per 
cent. 

Amount. 

Per 
cent. 

Miles    of   road 
operated 

41,940 

42,105 

U64 

10.4 

15,499 

15,437 

62 

0.4 

Total    pay    roll 
charges: 

January 

February 

March 

April 

$47,504,659 
44,872,609 
48,618,770 
47,212,616 

$38,176,843 
35,672,639 
38,792,004 
39.  833. SOS 

$9,327,816 

9,199,970 

9,826,766 

7, 378, 808 

5, 999, 792 

33,810,065 

20, 975, 489 

28,926,419 

31,581,097 

30,  723, 794 

28,341,580 

28, 640, 723 

24.4 
25.8 
25.3 
18.5 
14.1 
80.5 
49.9 
66.3 
75.2 
69.1 
64.7 
63.9 

$31,501,027 
30,337,532 
32,562,071 
31,263,974 
32,098,382 
40, 477, 836 
44,178,832 
50,822,723 
47,336,314 
49,313,718 
45,158,331 
44,304,287 

$22,816,532 
21,530,270 
23,896,726 
24,534,507 
25,638,518 
25, 567, 343 
25,677,285 
26,712,085 
26,042,481 
27,763,231 
27,310,018 
27, 723, 208 

$8,684,495 

8,807,262 

8,665,345 

6,729,467 

6,4.59,864 

14,910,493 

18,501,547 

24,110,638 

21,293,833 

21,550,487 

17,848,313 

16,581,079 

38.1 
40.9 
36.3 
27.4 

Mav 

48,672,408     42.672.616 

25.2 

75,794,575 
63,024,587 
72,523,428 
73,577,641 
75,212,003 
72,159,914 
73, 439, 858 

41,984,510 
42,049,098 
43,597,009 
41,996,544 
44, 488, 209 
43,818,334 
44,  799, 135 

58  3 

July 

72  1 

August 

September. .. 

October 

November . . . 
December 

90.3 
81.8 
77.6 
65.4 
59.8 

Total 

742,613,068 

497,880,749 

244,732,319 

49.1 

479,355,027 

305,212,204 

174, 142, 823 

57.1 

Pocahontas  region. 

Southern  region. 

Month. 

1918 

1917 

Increase  or 
decrease. 

1918 

1917 

Increase  or 
decrease. 

Amount. 

Per 
cent. 

Amount. 

Per 
cent. 

Miles     of     road 
operated 

5,083 

5,011 

72 

1.4 

37, 766 

37, 715 

51 

0.1 

Total    pay    roll 
charges: 

January 

February 

March 

April 

$4,297,790 
4,251,182 
4,622,675 
4, 520, 944 
4, 692, 291 
8, 374, 391 
6, 038, 969 
6,582,023 
7,034,026 
7, 475, 903 

10,17.5,297 
7,213,351 

.$3,370,709 
3,273,096 
3,627,011 
3,581,411 
3,900,402 
3, 940, 303 
3,974,482 
4,159,036 
4,007,122 
4,263,992 
4, 249, 601 
4,559,255 

$927,081 

978, 086 

995, 664 

939,533 

791,889 

4,4.34,088 

2,064,487 

2,423,587 

3,026,904 

3,211,911 

5,92.5,696 

2, 654, 096 

27.5 
29.9 
27.5 
26.2 
20.3 

112.5 
51.9 
58.3 
75.5 
75.3 

139.4 
58.2 

$19,619,024 
18, 808, 429 
20, 238, 882 
20,020,739 
20,680,210 
28, 198, 128 
33, 520, 224 
31,036,047 
33, 894, 083 
32, 874, 510 
30,828,216 
29,671,040 

$14,992,196 
14,155,235 
15,618,192 
15, 650, 628 
16,516,414 
16, 392, 974 
16,634,140 
18, 848, 922 
17,161,068 
18,092,713 
17,948,818 
17, 885,  707 

$4, 626, 828 

4,653,194 

4,620,690 

4,370,111 

4, 163, 796 

11,805,154 

16,886,084 

12,187,125 

16,733,015 

14,781,797 

12,879,398 

11,785,333 

30.9 
32.9 
29.6 
27.9 

May 

25.2 

June    

72.0 

Julv  

10.2 

.\ugust 

September . . . 

October 

November. .. 
December 

64.7 
97.5 
81.7 
71.8 
65.9 

Total 

75,279,442 

46,906,420 

28,373,022 

60.5 

319,389,532 

199,897,007 

119,492,525 

59.  & 

1  Decrease. 
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Pay-roll  charges  to  operating  expenses  and  all  oth  r  accounts,  Class  Iroadsundir  Federal 
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Northwestern  region. 

Central  Western  region. 

Month. 

1918 

1917 

Increase  or 
decrease. 

! 

Increase  or 
decrease. 

Amount. 

Per 
cent. 

Amount. 

Per 
cent. 

Miles  of  road  op- 
erated  

47,200 

47,058 

142 

0.3 

51,657 

51.509 

148 

0.3 

Total    pay    roll 
charges: 

January 

February 

March 

April 

May 

June 

July 

August 

September... 

October 

November . . . 
December 

Total 

$22,159,883 
20, 826, 242 
22,006,877 
23,015,520 
23,975,735 
38,301,596 
28,672,704 
31,818,761 
35,782,729 
39, 5*3,076 
31,767,576 
32,517,343 

$16,852,970 
16,309,415 
18,405,248 
19,424,278 
20,562,921 
21,039,277 
21,397,733 
22,234,331 
21,597,945 
22,221,594 
21,339,461 
20,376,855 

35,306,913 
4,516,827 
3,601,629 
3,591,242 
3,412,814 
17,262,319 
7,274,971 
9,584,430 
14,184,784 
17,361,482 
10,428,115 
12,140,488 

31.5 
27.7 
19.6 
18.5 
16.6 
82.1 
34.0 
43.1 
65.7 
78.1 
48.8 
59.6 

1                  ! 

S27,312,942  '$21,351,427     $5,961,515 
25,628,882     20,186,300       5,442,582 
27,699,301     22,:30S,7S5       5,390,516 
27,158,807     23,152,457       4,906,350 
27,955,666     23,792,605       4,163,061 
45,596,594     25,334,331     20,262,263 
36,373,939     24,495,104     11,878,835 
39,935,751     25,223,967  |  14,711,784 
44,082,147     24,644,792     19,437,355 
40,787,028  i  25,823,889  ,  14,963,139 
38,756,343     26,165,934  ,  12,590,409 
39,683,754     28,135,872  ;  11,547,882 

27.9 
27.0 
24.2 
17.3 
17.5 
"80.0 
48.5 
58.3 
78.9 
57.9 
48.1 
41.1 

350,428,042   241,762,028   108,666,014  j  44.9  J420,971,154   290,615,463   130,355,691 

44.9 

Southwestern  region. 

Grand  total,  all  regions. 

Month. 

1918 

1917 

Increase  or 
decrease. 

1918 

1917 

Incresae  or 
decrease. 

Amoimt. 

Per 

cent. 

Amount. 

Per 
cent. 

Miles  of  road 
operated 

31,906 

32,077 

J 170 

•0.5 

231,052 

230,911 

141 

0.1 

Total  pay  roll 

charges: 

January. . . 

February . 

March..!.. 

April 

May 

June 

July 

August 

September 
October... 
November 
December. 

$13,375,652 
12,913,976 
14,014,521 
13,694,725 
14,088,424 
21,8.89,517 
16,978,737 
19,876,683 
20,241,305 
18,784,008 
19, 146, 197 
20,045,492 

$10,579,320 

9,808,232 
l»,/65,539 
11,224,019 
11,491,439 
10,933,155 
11,215,6S3 
11,762,574 
11,536,004 
12,157,905 
12, 258, 229 
12,640,165 

$2,796,332 
3,005,744 
3,248,9«;2 
2,470,706 
2, 596, 985 

10,956,362 
5,763,054 
8,114,109 
8,705,301 
6,626,103 
6,Ss7,96S 
7,405,327 

26.4 
30.3 
30.2 
22.0 
22.6 
100.2 
51.4 
69.0 
75.5 
54.5 
56.2 
58.6 

$165,770,977 
157,6.38,852 
169,763,097 
166,887,325 
172, 163, 116 
25S,  632, 6.37 
228,787,992 
252,596,016 
261,948,245 
264,ft30,246 
247,991,874 
246,875,125 

$128,139,997 
121,0.35,187 
1.33,413,505 
137,401,108 
144,574,915 
145,191,893 
145,443,525 
152,537,924 
146  985,956 
154,811,533 
153,090,395 
156,120,197 

$.37,630,980 
36,603,665 
36,349,-592 
29,486,217 
27, 5.88  201 
113,440,744 
8.3,344,467 
100,058,092 
114,962,2,89 
109,218,713 
94,901,479 
90,754,928 

29.4 
30.2 
27.2 
21.5 
19.1 
78.1 
57.3 
65.6 
7.8.2 
70.6 
62.1 
58.1 

Total.... 

205,049,237 

136,472,264 

68,576,973 

50.2 

2,593,085,502 

1,718,746,135 

874,339,367 

50.9 

1  Decrease. 

Note  that  this  statement  includes  pay  roll  charges  for  other  purposes,  e.  g.,  for  construction,  as  well  as 
for  operating  expenses. 

Note  al.'^o  that  the  statement  does  not  reflect  the  amount  of  increase  in  pay  rolls  due  to  increases  in  the 
rates  of  pay,  but  has  to  include,  without  .segregation,  all  influences  (e.  g.,  number  of  employees,  amount 
of  overtime,  .state  of  experience  of  employees,  etc.),  making  for  a  difference  in  total  pay  roll  in  1918  as 
compared  with  1917. 

Tieginuing  with  the  month  of  April,  figures  for  1917  contain  back  pay  retroactive  to  Jan.  1,  under  the 
Adamson  Act. 

From  June  to  November,  inclusive,  figures  for  1918  contain  retroactive  wage  payments  due  to  General 
Order  No.  27  and  its  supplements. 

Although  changes  were  made  during  December,  1918,  in  the  grouping  of  roads  by  regions,  the  Decem- 
.ber  figures  on  this  statement  are  made  up  on  the  basis  of  the  same  grouping  as  was"  in  effect  Nov.  30. 
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Estimated  increase  in  pay-roll  charges  to  operating  expenses  due  to  advance  in  wage  rates 
over  those  in  effect  Dec.  31,  1917,  as  authorized  by  General  Order  No.  27,  supplements 
thereto,  and  collateral  increases  made  necessary  thereby  (does  not  include  supplements 
12  and  13,  promulgated  December,  1918),  for  the  year  ended  Dec.  31,  191S,  all  class  1 
roads. 


Estimated 

pay  roll 

charges, 

excluding 

increases. 

Estimated  increases  charged  to  1918  operating 
expenses. 

Per  cent 
total 

Operatins  expense 
account. 

General 
Order  No. 
27  and  Sup- 
plement 4. 

Supple- 
ments 
7  and  8. 

Collateral 
increases. 

Total 
estimated 
increase. 

over 
rates  of 
Decem- 
ber, 1917. 

Maintenance  of  way  and 
structures .' 

$321,791,000 

433,594,000 

24,508,000 

$53,634,000 

192, 125, 000 

2, 870, 000 

$30,072,000 

5,485,000 

619,000 

$12,584,000 

4,288.000 

131,000 

$96,290,000 

201, 898, 000 

3,620,000 

29.9 

Maintenance  of  equipment. 
Traffic  expenses 

46.6 
14.8 

Transportation: 

Superintendence     and 
train  dispatching 

Station  forces,  includ- 
ing telegraph  and  sig- 
nal operation 

53, 874, 000 

232,455,000 
29, 929, 000 

99,704,000 

56,055,000 

164,004,000 
173,404,000 

75, 162, 000 

87, 893, 000 

7,806,000 

41,301,000 
5, 125, 000 

29,852,000 

15,651,000 

36,724,000 
50,417,000 

20,675,000 

22,010,000 

1,701,000 

12,968,000 
2,021,000 

377,000 

34,000 

85,000 
98,000 

5,113,000 

5,141,000 

1,514,000 

2,979,000 
1,342,000 

198,000 

43,000 

154,000 
94,000 

1,199,000 

1,712,000 

11,021,000 

57,248,000 
8,488,000 

30,427,000 

15,728,000 

36,963,000 
50,609,000 

26,987,000 

28,863,000 

20.5 
24.6 

Yardmasters  and  clerks. 

Yard  conductors,  brake- 
men,     and     switch 
tenders... 

28.4 
30.5 

Yard   enginemen  and 
motormen 

Train  enginemen  and 
motormen 

28.1 
22.5 

Trainmen 

29.2 

Enginehousemen,  yard 
and  road 

35.9 

All   other  transporta- 
tion accounts.. 

32.8 

Total  transportation . 

972,480,000 

229,561,000 

27,538,000 

9,235,000 

266,334,000 

27.4 

General  expenses 

70,420,000 

10,464,000 

4.091,000 

855,000 

15, 410, 000 

21.9 

Total  all   operating 
expenses 

1,822,793,000 

488,654,000 

67,805,000  1  27.093.000 

583,552.000 

32.0 

Schedule  3B. 
GENERAL  ORDER  NO.  27— WAGES  OF  RAILROAD  EMPLOYEES. 

LTxiTED  States  Railroad  Administration, 

Washington,  May  25,  1918. 

Preamble. 


In  promulgating  this  order  I  wish  to  acknowledge  the  patriotic  service  so  unselfishly- 
Tendered  by  the  Railroad  Wage  Commission,  cqnsisting  of  Messrs.  Franklin  K.  Lane, 
Charles  C.  McChord,  J.  Harry  Co\'iiigton,  and  William  R.  Wilcox,  in  connection  with 
the  important  question  of  wages  and  hours  of  service  of  railroad  employees  which  I 
referred  to  them  by  my  general  order  No.  5,  dated  January  18,  1918. 

This  commission  took  hold  of  the  task  with  great  energy  and  devotion  and  has  dealt 
with  the  entire  subject  in  a  thoroughly  sympathetic  spirit. 

Manifestly  in  a  matter  of  such  magnitude  and  complexity  it  is  impossible  to  find  any 
general  basis  or  formula  which  would  correct  every  inequality  and  give  satisfaction  to 
every  interest  involved.  But  the  commission  has  made  an  earnest  effort  to  do  justice 
to  all  concerned.  I  have  felt  obliged,  however,  to  depart  from  its  recommendations 
in  some  particulars. 

With  respect  to  hours  of  ser\dce  the  commission  says: 

"Manifestly,  therefore,  at  this  time,  when  men  must  be  constantly  taken  from  the 
railroads,  as  from  all  other  industries,  to  fill  the  growing  needs  of  the  Nation's  Army, 
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hours  of  labor  can  not  be  shortened  and  thereby  a  greater  number  of  men  be  required  for 
railroad  work.  The  Nation  can  not,  in  good  faith," call  upon  the  farmers  and  the  miners 
to  work  as  never  before  and  press  themselves  to  unusual  tasks,  and  at  the  same  time  so 
shorten  the  hours  of  railroad  men  as  to  call  from  the  farm  and  mine  additional  and 
imskilled  men  to  rim  the  railroads.  While  the  commission  is  strongly  disposed  to  a 
standard  day,  in  so  far  as  the  nature  of  the  service  will  permit  it,  its  firm  judgment 
consequently  is  that  the  existing  horn's  of  service  in  effect  on  the  railroads  should  be 
maintained  for  the  period  of  the  war. 

"  But  with  this  we  earnestly  urge  that  a  most  exhaustive  study  be  made  of  this 
matter  of  hours  of  ser\  ice,  not  with  a  xdew  to  the  adoption  of  some  arbitrary  and  imi- 
versal  policy  which  shall  have  no  regard  to  the  kind  of  work  done,  or  to  the  effect  upon 
the  railroad  service,  but  with  these  very  considerations  in  mind.  And  we  have  gone 
into  this  matter  far  enough  to  justify  to  ourselves  the  belief  that  by  the  steady  appli- 
cation of  such  sympathetic  consideration,  the  railroad  ser\dce  may  be  improved,  and 
at  the  same  time  fuller  opportunity  be  given  for  lifting  a  burden  that  falls  dispropor- 
tionately upon  some  of  the  less  favored  of  the  railroad  workers." 

The  commission  also  reached  the  conclusion  that  as  to  overtime  "'the  existing  rules 
and  conditions  of  payment  should  not  be  disturbed  during  the  period  of  the  war." 
The  commission  has  pointed  out  that  this  is  not  the  time  for  any  experiments  which 
might  lessen  the  tons  of  freight  hauled  and  the  number  of  passengers  carried  when 
the  urgent  and  serious  necessities  of  the  war  compel  sacrifices  from  all,  and  that  the 
adoption  of  any  plan  which  would  prevent  the  Government  from  working  its  men 
as  long  as  they  have  been  in  the  habit  of  working  under  private  employers  would  be 
to  take  adAantage  of  the  grave  war  necessities  of  the  Government  and  to  embarrass 
it  in  carrying  forward  essential  operations  of  the  war  at  a  time  when  the  need  of  serAdce 
was  never  greater  and  the  ability  to  call  in  outside  men  is  serioulsy  impaii'ed. 

There  has  never  been  a  time  when  the  public  interest  demanded  more  urgently 
the  devotion  and  unselfish  service  of  all  classes  of  railroad  employees.  I  agree  ^\-ith 
the  commission  that  it  is  not  practicable  at  this  time,  when  the  war  is  calling  upon 
every  class  of  loyal  citizens  for  service  and  sacrifices,  to  reduce  the  actual  hours  of 
labor  to  eight  in  every  line  of  railroad  work. 

Nevertheless  I  am  convinced  that  no  further  inquiry  is  needed  to  demonstrate 
that  the  principle  of  the  basic  eight-hour  day  is  reasonable  and  just  and  that  all  further 
contentions  about  it  should  be  set  at  rest  by  a  recognition  of  that  princ-iple  as  a  part 
of  this  decision. 

Recognition  of  the  principle  of  the  basic  eight-hour  day  in  railroad  service  is, 
therefore,  hereby  made. 

The  question  aiises  as  to  what  further  steps  can  and  ought  jiistly  to  be  taken  to 
strengthen  the  application  of  that  principle,  and  when.  This  question  must  be 
solved  in  the  light  of  the  varied  conditions  of  railroad  employment  and  will  have  to 
be  studied  in  detail  by  the  Board  of  Railroad  Wages  and  Working  Conditions  herein 
and  hereby  created  and  in  the  light  of  what  is  reasonably  practicable  under  war 
conditions. 

No  problem  so  vast  and  intricate  as  that  of  doing  practical  justice  to  the  2,000.000 
railroad  employees  of  the  country  can  be  regarded  as  completely  settled  and  disposed 
of  by  any  one  decision  or  order:  therefore  the  Board  of  Railroad  Wages  and  \\'orking 
Conditions  is  hereby  established  and  will  take  up  as  presented  aiiy  phases  of  the 
general  problem  relating  to  any  class  of  employees  or  any  part  of  a  class  of  employees 
which  may  justly  call  for  further  consideration. 

It  is  my  earnest  hope  that  railroad  oflicials  and  railroad  employees  will  realize 
that  theu'  relations  under  Federal  control  are  not  based  upon  the  old  conditions  of 
private  management.  Dissensions  and  disappointments  should  be  forgotten,  and 
all  should  now  remember  that  they  are  not  only  serving  their  country  in  the  opera- 
tion of  the  railroads,  but  that  upon  the  character,  quality,  and  loyalty  of  that  service 
depends  in  large  measure  our  success  in  this  war. 

It  is  an  insi:)iring  task — this  task  of  putting  upon  a  more  just  and  equitable  basis 
the  wages  and  working  conditions  of  loyal  workers  in  railroad  service — and  I  confi- 
dently expect  the  patriotic  support  and  assistance  of  every  railroad  ollicial  and  every 
railroad  employee  in  performing  that  task  with  credit  to  each  other  and  wth  honor 
to  their  country. 
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Order. 

Respecting  the  wages,  hours,  and  other  conditions  of  employment  of  the  employees 
of  the  railroads  hereinafter  mentioned, 
It  is  hereby  ordered: 

ARTICLE   I. — RAILROADS   AFFECTED. 

This  order  shall  apply  to  the  employees  of  the  following  railroads: 


Alabama  &  Vicksburg  Ry.  Co. 

Alabama  Great  Southern  R.  R.  Co. 

Ann  Arbor  R.  R.  Co. 

Arizona  &  New  Mexico  Ry.  Co. 

Arizona  Eastern  R.  R.  Co. 

Atchison,  Topeka  &  Santa  Fe  Ry.  Co. 

Atlanta  &  West  Point  R.  R.  Co. 

Atlanta,  Birmingham  &  Atlantic  Ry.  Co. 

Atlantic  Coast  Line  R.  R.  Co. 

Atlantic  &  St.  Lawrence  R.  R.  Co. 

Atlantic  Citv  R.  R.  Co. 

Baltimore  &  Ohio  R.  R.  Co. 

Bangor  &  Aroostook  R.  R.  Co. 

Bessemer  &  Lake  Erie  R.  R.  Co. 

Boston  &  Maine  R.  R. 

Buffalo  &  Suscjuehanna  R.  R.  Corpora- 
tion. 

Buffalo,  Rochester  &  Pittsburgh  Ry.  Co. 

Carolina,  Clinchfield  &  Ohio  Hy. 

Central  of  Georgia  Ry.  Co. 

Central  New  England  Ry.  Co. 

Central  R.  R.  Co.  of  New  Jersey. 

Central  Vermont  Ry.  Co. 

Charleston  &  Western  Carolina  Ry.  Co. 

Chesapeake  &  Ohio  Rv.  Co. 

Chicago  &  Alton  R.  R.  Co. 

Chicago  &  Eastern  Illinois  R.  R.  Co. 

Chicago  &  Erie  R.  R.  Co. 

Chicago  &  Northwestern  Ry.  Co. 

Chicago,  Burlington  &  Quincy  R.  R.  Co. 

Chicago  Great  Western  R.  R.  Co. 

Chicago,  Detroit  &  Canada  Grand  Trunk 
Jimction  R.  R.  Co. 

Chicago,  Indianapolis  &  Louisville  Rv. 
Co." 

Chicago,  Milwaukee  &  St.  Paul  Ry.  Co. 

Chicago,  Peoria  &  St.  Louis  R.  R.  Co. 

Chicago,  Rock  Island  &  Gulf  Ry.  Co. 

Chicago,  Rock  Island  &  Pacific  Ry.  Co. 

Chicago,  St.  Paul,  Minneapolis  &  Omaha 
Ry.  Co. 

Chicago,  Terre  Haute  &  Southeastern  Ry. 

.Co- 
Cincinnati,  Indianapolis  &  Western  R.  R. 

Co. 
Cincinnati,  New  Orleans  &  Texas  Pacific 

Ry.  Co. 
Cincinnati  Northern  R.  R.  Co. 
Cleveland,    Cincinnati,    Chicago    &    St. 

Louis  Ry.  Co. 
Coal  &  Coke  Ry.  Co. 
Colorado  &  Southern  Ry.  Co. 
Cumberland  Valley  R.  R.  Co. 
Delaware  &  Hudson  Co. 
Delaware,  Lackawanna  &  Western  R.  R. 

Co.  ^ 
Denver  &  Rio  Grande  R.  R.  Co. 
Detroit  &  Mackinac  Ry.  Co. 


Detroit  &  Toledo  Shore  Line  R.  R.  Co. 
Detroit,  Grand  Haven  &  Milwaukee  Ry. 

Co. 
Detroit,  Toledo  &  Ironton  R.  R.  Co. 
Duluth  &  Iron  Range  R.  -R.  Co. 
Duluth,  Missabe  &  Northern  Ry.  Co. 
Duluth,  South  Shore  &  Atlantic  Ry.  Co. 
Elgin.  Joliet  &  Eastern  Rj-.  Co. 
El  Paso  &  Southwestern  Co. 
Erie  R.  R.  Co. 
Florida  Fast  Coast  Ry.  Co. 
Fort  Smith  &  Western  R.  R.  Co. 
Fort  Worth  &  Denver  City  Rv.  Co. 
Fort  Worth  &  Rio  Grande  Ry.  Co. 
Galveston,  Harrisburg  &  San  Antonio  Ry. 

Co. 
Georgia  R.  R.  Lessee  Organization. 
Georgia  Southern  &  Florida  Ry.  Co. 
Grand  Rapids  &  Indiana  Ry.  Co. 
Grand  Trunk  Western  Ry.  Co. 
Great  Northern  Ry.  Co. 
Gulf  &  Ship  Island  R.  R.  Co. 
Gulf,  Colorado  &  Fanta  Fe  Rv.  Co. 
Gulf,  Mobile  &  Northern  R.  R. 
Hocking  Valley  Rv.  Co. 
Houston  &  Texas  Central  R.  R.  Co. 
Houston  Fast  &  West  Texas  R.  R.  Co. 
Hudson  &  Manhattan  R.  R. 
Illinois  Central  R.  R..  Co. 
International  &  Great  Northern  Ry.  Co. 
Kanawha  &  Michigan  Ry.  Co. 
Kansas  City  Southern  Ry.  Co. 
Lake  Frie  &  Western  R.  R.  Co. 
Lehigh  &  Hudson  River  Ry.  Co. 
Lehieh  &  New  England  R.  R.  Co. 
Lehigh  Valley  R.  R.  Co. 
Lone:  Island  R.  R.  Co. 
Los  Angeles  &  Salt  Lake  R.  R.  Co. 
Louisiana  &  Arkansas  Ry.  Co. 
Louisiana  Ry.  &  Na^dg•ation  Co. 
Louisiana  Western  R.  R.  Co. 
Louisville  &  Nashville  R.  R.  Co. 
Louisville,  Henderson  &  St.  Louis  Ry.  Co. 
Maine  Central  R.  R.  Co. 
Midland  Valley  R.  R.  Co. 
Michigan  Central  R.  R.  Co. 
]\linneapolis  &  St.  Louis  R.  R.  Co. 
Minneapolis,  St.  Paul  &  S.  Ste.  Marie  Ry. 

Co. 
Missouri,  Kansas  &  Texas  Ry.  Co. 
Missouri,    Kansas   &   Texas   Ry.    Co.    of 

Texas. 
Missouri  Pacific  R.  R.  Co. 
Mobile  &  Ohio  R.  R.  Co. 
Monongahela  Ry.'Co. 
Morgan's,  Louisiana  &  Texas  R.  R.  &  S. 

S.  Co. 
Nashville,  Chattanooga  &  St.  Louis  Ry. 
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New  Orleans  &  Northeastern  R.  R.  Co. 
New  Orleans.  Texas  &  Mexico  R.  R.  Co. 
New  York  Central  R.  R.  Co. 
New  York,  Chicago  &  St.  Louis  R.  R.  Co. 
New  York,  New  Haven  &  Hartford  R.  R. 

Co. 
New  York,  Ontario  &  Western  Rv.  Co. 
New  York,  Philadelphia  &  Norfolk  R.  R. 

Co. 
New  York,  Susquehanna  &  Western  R.  R. 

Co. 
Norfolk  &  Western  Rv.  Co. 
Norfolk  Southern  R.  R.  Co. 
Northern  Pacific  Ry.  Co. 
Northwestern  Pacific  R.  R.  Co! 
Oregon  Short  Line  R.  R.  Co. 
Oregon-Washington  R.  Pt.  &  Navigation 

Co. 
Panhandle  &  Santa  Fe  Ry.  Co. 
Pennsylvania  Co. 
Pennsylvania  R.  R.  Co. 
Pere  Marquette  R.  R.  Co. 
Philadelphia  &  Reading  Ry.  Co. 
I'hiladelphia.    Baltimore    &   Washington 

R.  R.  Co. 
Pittsburgh  &  Lake  Erie  R.  R.  Co. 
Pittsburgh  &  Shawmut  R.  R.  Co. 
Pittsburgh  &  West  Virginia  Ry.  Co. 
Pittsburgh,    Cincinnati,    Chicago    &    St. 

Louis  R.  R.  Co. 
Port  Reading  R.  R.  Co. 
Richmond,    Fredericksburg   &    Potomac 

R.  R.  Co. 
Rutland  R.  R.  Co. 
Seaboard  Aii-  Line  Ry.  Co. 
San  Antonio  &  Aransas  Pass  Ry.  Co. 
Southern  Pacific  Co. 


Southern  Ry.  Co. 

Southern  Ry.  Co.  in  Mississippi. 

Spokane,  International  Ry.  Co. 

Spokane,  Portland  &  Seattle  Ry.  Co. 

Staten  Island  Rapid  Transit  Ry.  Co. 

St.  Joseph  &  Grand  Island  Ry.  Co. 

St.  Louis,  Brownsville  &  Mexico  Ry.  Co. 

St.  Louis-San  Francisco  Ry.  Co. 

St.  Louis,  San  Francisco  &  Texas  Ry.  Co. 

St.  Louis  Southwestern  Ry.  Co. 

St.  Louis  Southwestern  Ry.  Co.  of  Texas. 

Tennessee  Central  R.  R.  Co. 

Texarkana  &  Fort  Smith  Ry.  Co. 

Texas  &  New  Orleans  R.  R.  Co. 

Texas  &  Pacific  Rv.  Co. 

Toledo  &  Ohio  Central  Ry.  Co.' 

Toledo,  Peoria  &  Western  Ry.  Co. 

Toledo,  St.  Louis  &  Western  R.  R.  Co. 

Ulster  &  Delaware  R.  R.  Co. 

Union  Pacific  R.  R.  Co. 

Utah  Ry.  Co. 

Vicksbing.  Shreveport  &  Pacific  Ry.  Co. 

Vii'ginian  Rv.  Co. 

Wabash  Ry.'  Co. 

Washington  Southern  Ry.  Co. 

West  Jersey  <fe  Seashore  R.  R.  Co. 

Western  Marvland  Rv.  Co. 

Western  Pacific  R.  R.  Co. 

Western  Ry.  of  Alabama. 

^Mieeling  &  Lake  Erie  R.  R.  Co. 

Wichita  Falls  &  Northwestern  Ry.  Co. 

Wichita  Valley  Ry.  Co. 

Yazoo  &  Mississippi  Valley  R.  R.  Co. 

And  all  terminal,  union  station,  and 
s\\'itching  companies,  all  or  a  majority  of 
whose  stock  is  owned  by  railroads  named 
above. 


Such  other  railroads  as  may  be  retained  in  Federal  control  on  July  1,  1918,  will  be 
added  to  the  foregoing  list  by  order  of  the  Director  (leneral. 

The  Pullman  Co.,  whose 'status  is  now  being  considered,  will  also  be  added  by 
order  to  the  foregoing  list,  if  decision  shall  be  reached  to  retain  it  in  Federal  control. 
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Article  II.— Rates  of  wages  and  methods  of  computation. 

Increases  in  wages,  effective  as  hereinafter  provided,  January  1,  1918,  are  hereby 
established  as  follows: 

Section  A. — Rates  of  wages  of  railroad  employees  paid  upon  a  montlihj  basis. 


1 


To    the    monthly 

rate    of    pay    of  Add  the 

men  receiving  in  per  cent 

December,    1915,  named 
the    a  m  o  u  n  t  s  I    in  this 

named    in    this  column 
column. 


Under  $46  (except 
as  provided  in 
par.  13,  p.  22).... 

$46.01  toS47 

$47.01  io$4S 

$48.01  to  $49 

S49.01  to$50 

$50.01  to  $51 

$51.01  to  $52 

$52.01  to  $53 

$53.01  to  S54 

$54.01  10  $55 

$55.01  to  $56 

$56.01  to  $57 

$57.01  to  $58 

$58.01  to  $59 

$59.01  to  $60 

$60.01  to  $61 

$61.01  to  $62 

$62.01  to  $63 

$63.01  to  $64 

$64.01  to  $65 

$65,011  o  $66 

$66.01  to  $67 

$67.01  to  S68 

$68.01  to  $69 

$69.01  to  $70 

$70.01  to  $71 

$71.01  to  $72 

S72.01  to  $73 

$73.01  toS74 

$74.01  to  $75 

$75.01  to  $76 

$76.01  to  $77 

$77.01  to  $78 

$78.01  to  $79 

$79.01  to  380 

$80.01  to  $81 

$81.01  to  $82 

S82.01to$83 

$83.01  to  $84 

$84.01  to  $85 

885.01  to  $86 

$86.01  to  $87 

$87.01  to  $88 

$88.01  to  $89 

$80.01  to  $90 

$90.01  to  $91 

$91.01  to  $92 

$92.01  to  $93 

$93.01  to  $94 

994.01  to  $95 

$95.01  to  $96 

$96.01  to  $97 

$97.01  to  $98 

$98.01  to  $99 

$99.01  to  $100 

$100.01  to  $101 

$101.01  10  $102 

$102.01  to  $103 

$103.01  to  $104 

$104.01  to  $105 

$105.01  to  $106 


43 

43 

43 

43 

42. 35 

41.73 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

41 

40. 87 

40.44 

40 

40 

40 

40 

39.36 

38.74 

38. 13 

37.53 

36.95 

.36  38 

35. 82 

35.27 

34.74 

34.22 

33  70 

33. 20 

32.71 

32.23 

31.75 

31.29 

30.84 

30.39 

29.96 

29.53 

29.11 


Equiva- 
lent to 

amount 
named 
in  this 

column. 


$20. 09 
20.21 
20.64 
21.07 
21.50 
21.60 
21.70 
21.73 
22.14 
22.55 
22.96 
23.  27 
23^78 
24.19 
24.60 
25. 01 
25.  42 
25.83 
26.24 
26.65 
27.06 
27.47 
27. 88 
28.29 
28.70 
29.11 
29.52 
29  93 
30.34 
30.75 
31.16 
31.57 
31.98 
32  .39 
32.70 
32. 75 
32.80 
33.20 
33. 60 
34.00 
.33.85 
33.70 
33. 55 
33.40 
33. 25 
33.10 
32.95 
32.  80 
32. 65 
32. 50 
32.. 35 
32.20 
32. 05 
31.90 
31.75 
31.60 
31.45 
31.30 
31.15 
31.00 
30.85 


MaV-ins; 

new  rate 

per 

month 
as  shown 

in  this 
column. 


$67.21 

68.64 

70.07 

71.50 

72.60 

73.70 

74.73 

76.14 

77. 55 

78. 96 

80. 37 

81.78 

83.19 

84.60 

86.01 

87.42 

88.  S3 

90.24 

91.65 

93. 06 

94.47 

95.88 

97.29 

98.70 

100.11 

101.. 52 

102.93 

104.34 

105. 75 

107.16 

108.. 57 

109.98 

111. .39 

112.70 

113.75 

114.80 

116.20 

117.60 

119.00 

119.85 

120. 70 

121.55 

122.40 

123.25 

124.10 

124.95 

125. SO 

126.65 

127. 50 

128.35 

129.20 

1.30.05 

1.30. 90 

131.75 

1.32.60 

133. 45 

124.30 

135.15 

136.00 

136.85 


1 

To  the  monthly 
rate  of  pay  of 
men  receiving  in 
December,  1915, 
the  amounts 
named  in  this 
coUtmn. 


Add  the 
per  cent 
named 
in  this 
column . 


$106.01 
$107.01 
$108.01 
$109.01 
8110.01 
$111.01 
$112.01 
$113.01 
$114.01 
$115.01 
$116.01 
$117.01 
$118.01 
$119.01 
$120.01 
S121.01 
$122.01 
$123.01 
$124.01 
$125.01 
$126.01 
$127.01 
$128.01 
$129.01 
$130.01 
$131.01 
$132.01 
$133.01 
$134.01 
$135.01 
$136.01 
$137.01 
$138.01 
$1.39.01 
$140.01 
$141.01 
$142.01 
$143.01 
$144.01 
$145.01 
$146.01 
$147.01 
$148.01 
$149.01 
$150.01 
$151.01 
$1."2.01 
$153.01 
$154.01 
$155.01 
$156.01 
$157.01 
$128.01 
$159.01 
$160.01 
$161.01 
$162.01 
$163.01 
.$164.01 
$165.01 
$166.01 
!  $167.01 
$168.01 


to  $197 

to  $108 

to  $109 

toSllO 

to$lll 

to  $112 

to  $113 

1o$114 

to  $115 

to  $116 

to$117 

to  $118 

to  $119 

to  $120 

to  $121 

to  $122 

to  $123 

to  $124 

to  $125 

to  $126 

to  $127 

to  $128 

to  $129 

to  $130 

to  $131 

to  $132 

to  $133 

to  $134 

to  $1.35 

to  .$136 

to  $137 

to  $138 

to  $139 

to  .5140 

to  $141 

to  $142 

to  $143 

to  $144 

to  $145 

to  .$146 

to  8147 

to  $148 

to  $149 

to  $150 

to  $151 

to  $152 

to  $153 

to  .$1.54 

to  $155 

to  $156 

to  .$157 

to  $158 

to  $1.59 

to  $160 

to  $161 

to  $162 

to  $163 

to  .$164 

to  $165 

to  $166 

to  $167 

to  $168 

to  $169 


Equiva- 
lent to 

amount 
named 
in  this 

coliunn. 


$30. 70 
30.55 
30. 40 
30. 25 
30.10 
29.95 
29.80 
29.65 
29.50 
29.35 
29.20 
29.05 
28.90 
28.75 
28.60 
28.45 
28.30 
28.15 
28.00 


85 
70 
55 
40 
25 
10 
26.95 
26.80 
26.65 
26.-50 
26.35 
26.20 
26.05 
25.90 
25.75 
25.60 
25.45 
25.30 
25.15 
25.00 
24.85 
24.70 
24.55 
24.40 
24.25 
24.10 
23.95 
23.80 
23.65 
23. 50 
23.35 
23.20 
23.05 
22.  ?0 
22.  75 
22.60 
22.45 
22.30 
22.15 
22.00 
21.8.5 
21.70 
21. 55 
21.40 


Makinc; 

new  rate 

per 

month 
as  shown 

in  this 
column. 


Coluir-;is  2  and  3  in  the  above  table  are  explanatory  of  the  method  of  arrivine  at  the  "new  rates"  includes 
in  column  4.  The  roads  will  substitute  for  the  ''old  rates"  of  December,  1915,  scheduled  in  column  1,  the 
"new  rates"  listed  ui  column  4 
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Section  A. — Rates  of  wages  of  railroad  employees  paid  upon  a  monthly  basis — Contd. 


1 

2 

3 

4 

1 

2 

3 

4 

To    the    monthlv" 

Equiva- 
lent to 

amount 
named 
in  this 

cohimn. 

Making 

To    the    monthlv 

_ 

Maying 

rate    of    pay    of 

Add  the 

new  rate 

rate    of    pay    of 

Add  the 

new  rate 

men  receivins  in 

per  cent 

per 

men  receiving  in 

per  cent 

amount 
named 
in  tills 

cohimn. 

per 

December,    1915, 

named 

month 

December,    1915, 

named 

month 

the    amounts 

in  this 

as  shown 

the    amounts 

in  this 

as  shown 

named    in    this 
column. 

column. 

in  this 
cohimn. 

named    in    this 
cohimn. 

cohimn. 

in  this 
column. 

S1C9.01  to  S170 

12.50 

$21. 25 

$191. 25 

$210.01  to  .$211 

7.16 

$15. 10 

$226. 10 

$170.01  to  $171 

12.34 

21.10 

192. 10 

i  $211.01  to  .$212 

7.05 

14.95 

226. 95 

S171.01  toS172 

12.18 

20.95 

192. 95 

$212.01  to  $213 

6.95 

14.80 

227.80 

«172.01  toS173 

12.02 

20.80 

193.  80 

$213.01  to  $214 

6.85 

14.65 

228.65 

§173.01  to.'»174 

11.87 

20.65 

194.  65 

$214.01  to  $215 

6.74 

14.50 

229.  50 

S174.01 to  $175 

11.71 

20.50 

195. 50 

$21.5.01  to  $216 

6.64 

14.35 

230. 35 

S173.01  to  $176 

11.56 

20.35 

196. 35 

$216.01  to  $217 

6.54 

14.20 

231.20 

S176.01  to  $177 

11.41 

20.20 

197.20 

$217.01  to  $218 

6.445 

14.05 

232.05 

S177.01toS178 

11.26 

29.05 

198. 05 

$218.01  to  $219 

6.35 

13.90 

232.90 

S178.01 to  $179 

11.12 

19.90 

198. 90 

$219.01  to  $220 

6.25 

13.75 

233. 75 

S179.01  to  $180 

10.97 

19.75 

199.  75 

$220.01  to  $221 

6.15 

13.60 

234.60 

$180.01  TO  $181 

10.83 

19.60 

200. 60 

$221.01  to  $222 

6.06 

13.45 

235.45 

$181.01  to  $182 

10.69 

19.45 

201.45 

$222.01  iO$223 

5.96 

13.30 

236. 30 

$182.01  to  $183 

10.55 

19.30 

202. 30 

$223.01  to  $224 

5.87 

13.15 

237. 15 

$183.01  to  $184 

10.41 

19.15 

203. 15 

$224.01  to  $225 

5.78 

13.00 

238.00 

$184.01  to  $185 

10.27 

19.00 

204. 00 

$225.01  to  $226 

5.69 

12.85 

238.85 

$185.01  to  $186 

10.14 

18.85 

204.85 

$226.91  to  $227 

5.595 

12.70 

239.  70 

$186.01  to  $187 

10.00 

18.70 

205. 70 

$227.01  to  $228 

6.50 

12.55 

240. 55 

$187.01 10  $188 

9.87 

18.55 

206.55 

$228.01  to  $229 

5.415 

12.40 

241. 40 

$is;8.01to$]89 

9.74 

18.40 

207.40 

$229.01  to  $230 

5.33 

12.25 

242. 25 

$189.01  TO  $190 

9.61 

18.25 

208. 25 

$230.01  to  $231 

5.24 

12.10 

243. 10 

$190.01  to  $191 

9.48 

18.10 

209. 10 

$231.01  to  $232 

5Ao 

11.95 

243. 95 

$191.01  to  $192 

9.35 

17.95 

209.95 

$232.01  to  $233.....*. 

5.065 

11.80 

244. 89 

$192.01  to  $193 

9.22 

17.80 

210.80 

$233.01  to  $234 

4.98 

11.65 

245. 65 

$193.01  to  $194 

9.10 

17.65 

211.65 

$234.01  to  $235 

4.89 

11.50 

246. 50 

$194.01  to  $195 

8.97 

17.50 

212.50 

8235.01  to.?236 

4.81 

11.35 

247. 35 

$195.01  to  $196 

8.85 

17.35 

213.35 

$236.01  to  $237 

4.73 

11.20 

248. 20 

$196.01  to  $197 

8.73 

17.20 

214. 20 

$237.01  to  $238 

4.64 

11.05 

249. 05 

$197.91  to  $198 

8.61 

17.05 

215.05 

.$2.38.01  to  $239 

4.56 

10.90 

249. 90 

$198.01  to  $199 

8.49 
8.375 

16.90 
16.75 

215.90 
216. 75 

$239.01  to  $240 

10.00 
9.00 

2.50. 00 

$199.01  to  $200 

$240.01  to  $241 

2.iO  00 

$200.01  to  $201 

8.26 
8.14 

16.60 
16.45 

217.60 
218.45 

S241.01  to  S242 

8.00 
7.00 

2.')0. 00 

$201.01  to  $202 

$242.01.0  $243 

250. 00 

$202.01  to  $203 

8.03 
7.92 
7.80 
7.69 
7.58 
7.48 
7.37 
7.26 

16.30 
16.15 
16.00 
15.85 
15.70 
15.55 
15.40 
15.25 

219.30 
220. 15 
221.00 
221.85 
222. 70 
223. 55 
224.40 
225.25 

S243.01 to  $244 

6.00 
5.00 
4.00 
3.00 
2.00 
1.00 
.00 

2-50. 00 

-$203.01  to  $20,4 

$244.01  to  «245 

250. 00 

$204.01  to  $205 

8245  01  to  $246 

250. 00 

$205.01  to  $206 

$246.01  to  S247 

■ 

2.50. 00 

$206.01  to  S207 

$247  01  toS24S 

250.00 

$207.01  to  $208 

$248  01  to^'249 

250. 00 

$208.01  to  $209 

$249  01  to. ^250 

250.00 

$209.01  to  $210 

Cokimns  2  and  3  in  the  above  table  are  explanatory  of  the  method  of  arriving  at  the  "new  rates"  included 
in  column  4.    The  roads  will  substitute  for  the  "old  rates"  of  December,  1915,  scheduled  in  column  1,  the 

•"new  rates"  listed  in  column  4. 


METHOD    OF   APPLYING   INCREASES   TO   MONTHLY   RATES. 

(1)  The  employee  who  holds  the  same  position  to-day  that  he  did  the  last  day  of 
December,  1915,  and  who  then  received  $75  a  month  and  has  received  no  increase 
since,  will  receive  an  additional  wage  of  $30.75  per  month.  If  he  has  received  an  in- 
crease in  these  two  years  of  $10  per  month,  the  recommended  increase  of  his  wage  will 
be  cut  down  by  that  much,  making  his  net  advance  $20.75. 

^2)  Employee  A  occupied  the  same  position  in  1915  and  in  1918:  Salary,  1915, 
$150  per  month;  1918,  $175  per  month. 

Basis  of  increase  on  salaries  of  $150  per  month  is  16.17  per  cent,  or  $24.25  per  month. 
New  salary,  $174.25;  present  salary,  $175.    Present  salarv  undisturbed. 

(3)  Employee  B  in  1915  received  $100,  and  on  the  same  desk  in  1918  received  $112.50 
per  month.  Basis  of  increase  on  $100,  31.75  per  cent,  or  $31.75.  New  salary,  $131.75. 
Present  salary,  $112.50.  Employee  B  is  entitled  to  receive  back  pay  from  January  1, 
at  the  rate  of  $19.25  (the  difference  between  $131.75  and  $112.50),  and  to  receive 
monthly,  hereafter,  $131.75  instead  of  $112.50.  Back  pay  due  January  1  to  May  31, 
$96.25. 

(4)  Employee  in  December,  1915,  received  $100  per  month,  entitles  him,  with  this 
increase,  to  $131.75.  His  salary  had  been  raised  for  same  position  on  January  1,  1918, 
to  $135.  He  is  not,  therefore,  entitled  to  any  advance  or  back  pay.  Present  salary 
undisturbed. 
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Section  B. — Rates  of  icages  of  railroad  employees  paid  upon  daily  basis. 


Old  rate 

New  rate 

Old  rate 

New  rate 

Old  rate 

New  rate 

Old  rate 

New  rate 

per  day. 

per  day. 

per  day. 

per  day. 

per  day. 

per  day. 

per  day. 

per  day. 

$0.75 

$1.52 

$2.50 

$3.53 

$4.25 

$5.40 

$5.95 

$6.  85 

.80 

1.57 

2.55 

3.60 

4.30 

5.45 

'    6.00 

6.90 

.85 

1.62 

2.60 

3.67 

4.35 

5.49 

6.05 

6.94 

.90 

1.67 

2.65 

3.74 

4.4(1 

5.53 

6.10 

6.98 

.95 

1.72 

2.70 

3.81 

4.45 

5.58 

6.15 

7.02 

1.00 

1.77 

2.75 

3.88 

4.50 

5.62 

6.20 

7.06 

1.05 

1.82 

2.80 

3.95 

4.55 

5.66 

6.25 

7.11 

1.10 

1.87 

2.85 

4.02 

4.60 

5.71 

6.30 

7.15 

1.15 

1.92 

2.90 

4.09 

4.65 

5.75 

6.35 

7.19 

1.20 

1.97 

2.95 

4.16 

4.70 

5.79 

6.40 

7.23 

1.25 

2.02 

3.00 

4.23 

4.75 

5.83 

6.45 

7.28 

1.30 

2.07 

3.05 

4.30 

4.  SO 

5.88 

6.50 

7.32 

1.35 

2.12 

3.10 

4.36 

4.85 

5.92 

6.55 

7.36 

1.40 

2.17 

3.15 

4.41 

4.90 

5.96 

6.60 

7.41 

1.45 

2.22 

3.20 

4.48 

4.95 

6.00 

6.65 

7.45 

1.50 

2.27 

3.25 

4.55 

5.00 

6.05 

6.70 

7.49 

1.55 

2. 32 

3.30 

4.50 

5.05 

6.09 

6.75 

7.53 

1.60 

2.37 

3.35 

4.65 

5.10 

6.13 

6.80 

7.58 

1.65 

2.42 

3.40 

4.70 

5.15 

6.17 

6.85 

7.62 

1.70 

2.47 

3.45 

4.72 

5.20 

6.21 

6.90 

7.66 

1.75 

2.52 

3.50 

4.77 

5.25 

6.26 

6.95 

7.70 

1.80 

2.57 

3.55 

4.81 

5.30 

6.30 

7.00 

7.75 

1.85 

2.65 

3.60 

4.85 

5.35 

6.34 

7.05 

7.79 

1.90 

2.72 

3.65 

4.90 

5.40 

6.38 

7.10 

7.83 

1.95 

2.77 

3.70 

4.94 

5.45 

6.43 

7.15 

7.88 

2.00 

2.83 

3.75 

4.98 

5.50 

6.47 

7.20 

7.91 

2.05 

2.S9 

3.80 

5.03 

5.55 

6.. 51 

7.25 

7.96 

2.10 

2.96 

3.85 

5.07 

5.60 

6.55 

7.30 

8.00 

2.15 

3.03 

3.90 

5.11 

5.65 

6.60 

7.35 

8.04 

2.20 

3.10 

3.95 

5.15 

5.70 

6.64 

7.40 

8.08 

2.25 

3.17 

4.00 

5.20 

5.75 

6.68 

7.45 

8.13 

2.30 

3.24 

4.05 

5.24 

5.80 

6.73 

7.50 

8.17 

2.35 

3.31 

4.10 

5.28 

5.85 

6.77 

7.55 

8.21 

2.40 

3.38 

4.15 

5.32 

5.90 

6.81 

7.60 

8.25 

2.45 

3.45 

4.20 

5.36 

"Old  rates"  are  those  of  December,  1915. 

For  common  labor  paid  by  the  day,  the  scale  of  new  rates  per  day  shown  shall  apply, 
with  the  provision,  however,  that  as  a  minimum  20  cents  per  8-hour  day,  22J  cents 
per  9-hour  day,  25  cents  per  10-hour  day,  27-|  cents  per  11-hour  day,  and  30  cents  per 
12-hour  day  will  be  added  to  the  rates  paid  per  day  as  of  December  31,  1917. 

(1)  Employee,  December,  1915,  $3: 

Increased  to  new  rate  of  $4.23  per  day $109.  98 

Jan.  1, 1918,  his  pay  was  raised  for  same  work  to  $3.50  per  day,  equal  per  month 

to 91.  00 

Difference  in  pay: 

1  month 18.  98 

5  months 94.  90 

An  8-hour  26-day  month  both  years. 

Worked  62  hours  overtime,  at  new  1918  rate 52.  9$    $32.  80 

Was  paid  62  hours  overtime  at 37.  50      23.  25        9.  55 

Total  back  pay  due  Jan.  1  to  May  31,  1918 104.  45 

(2)  Employee  C  was  employed  in  1918,  but  not  in  1915.  Rate  of  pay  on  the  district 
where  he  is  employed  in  1918,  in  1915  was  $1.10  per  day.  The  1918  rate  of  pay  is,  on 
the  same  district,  $1.50  per  day.  The  new  rate  is  $1.87  per  day.  He  will,  therefore,  be 
entitled  to  receive  from  January  1,  1918,  to  May  31,  1918,  37  cents  per  day  additional 
for  each  day  he  worked  in  that  period. 
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Section  C. — Rates  of  wages  of  railroad  employees  paid  upon  hourly  basis. 
[Rates  of  p;ay  in  cents  per  hour.  ] 


Old  rate 

New  rate 

Old  rate 

New  rate 

Old  rate 

New  rate 

Old  rate 

New  rate 

per  hour.' 

per  hour. 

per  hour." 

per  hour. 

per  hour.i 

per  hour. 

per  hour.i 

per  hour. 

10 

19.75 

38 

53.75 

66 

78.50 

94 

102.50 

10.5 

20.25 

38.5 

54. 25 

66.5 

79.00  1 

94.5 

102. 75 

11 

20.75 

39 

54.75 

67 

79.50 

95 

103.  25 

11.5 

21.25 

39.5 

55.50 

67.5 

79.75 

95.5 

103.  75 

12 

21.75 

40 

56.00 

■       68 

80. 25 

96 

104.25 

12.5 

22.25 

40.5 

56.75 

68.5 

80.75 

96.5 

104. 50 

13 

22.75 

41 

57.25 

69 

81.25 

97 

105. 00 

13.5 

23.25 

41.5 

57.75 

69.5 

81.50  1 

97.5 

105. 50 

14 

23.75 

42 

58. 25 

70 

82.00  , 

98 

106.00 

14.5 

24.25 

42.5 

58.50 

70.5 

82.50 

98.5 

106.  25 

15 

24.75 

43 

59.00 

71 

83.00 

99 

106. 75 

15.5 

25.25 

43.5 

59.50 

71.5 

83.25 

99.5 

107.  25 

16 

25.75 

44 

60.00 

72 

8.3.75 

100 

107.50 

16.5 

26.25 

44.5 

60.25 

72.5 

84. 25  , 

100.5 

108.00 

17 

26.75 

45 

60.75 

73 

84.50 

101 

108.  25 

17.5 

27.25 

45.5 

61.25 

73.5 

85.00 

101.5 

lOS.  75 

18 

27.75 

46 

61.50 

74 

85.50 

102 

109.  25 

18.5 

28.25 

46.5 

62.00 

74.5 

86.00  1 

102.5 

109.  75 

19 

28.75 

47 

62.50 

75 

86.25 

103 

110.00 

19.5 

29.25 

47.5 

63.00 

75.5 

86.75 

103.  5 

110.50 

20 

29.75 

48 

63.25 

76 

87.00 

104 

111.00 

20.5 

30.25 

48.5 

63.75 

76.5 

87.50 

104.5 

111.25 

21 

30.75 

49 

64.25 

77 

88.00 

105 

111.75 

21.5 

31.25 

49.5 

64.75 

77.5 

88.25 

105.5 

112.  25 

22 

31.75 

50 

65.00 

78 

88.75 

106 

112.  75 

22.5 

32.25 

50.5 

65. 25 

78.5 

89.25 

106.5 

113.00 

23 

33.00 

51 

65.75 

79 

89.75 

107 

113.50 

23.5 

33.75 

51.5 

66.25 

79.5 

90.00 

107.5 

114.00 

24 

34.50 

52 

66.50 

80 

90.50 

108 

114.25 

24.5 

35.00 

52.5 

67.00 

80.5 

91.00 

108. 5 

114.  75 

25 

35.50 

53 

67.50 

81 

91.50 

109 

115.  25 

25.5 

36.00 

53.5 

68.00 

81.5 

91.75 

109.5 

115.  75 

26 

36.75 

54 

68.25 

82 

92.25 

110 

116.00 

26.5 

37.50 

54.5 

68.75 

82.5 

92.75 

110.5 

116.50 

27 

38.25 

55 

69.25 

83 

93.00 

111 

117.00 

27.5 

39.00 

55.5 

69.75 

83.5 

93.50 

111.5 

117.25 

28 

39.50 

56 

70.00 

84 

94.00 

112 

117.75 

28.5 

40.25 

56.5 

70.50 

84.5 

94.50 

112.5 

118.  25 

29 

41.00 

57 

71.00 

85 

94. 75 

113 

118.50 

29.5 

41.75 

57.5 

71.50 

85.5 

95.25 

113.5 

119.00 

30 

42.50 

58 

71.75 

86 

95.75 

114 

119  50 

30.5 

43.00 

58.5 

72.25 

86.5 

96.00 

114.5 

119. 75 

31 

43.75 

59 

72.75 

87 

96.50 

115 

120  00 

31.5 

44.50 

59.5 

73.00 

87.5 

97.00 

115.5 

12O0O 

32 

45.25 

60 

73.50 

88 

97.25 

116 

120.00 

32.5 

46.00 

60.5 

74.00 

88.5 

97.75 

116.5 

120.00 

33 

46.75 

61 

74.50 

89 

98.25 

117 

120.00 

33.5 

47.25 

61.5 

74.75 

89.5 

98.50 

117.5 

120.00 

34 

48.00 

62 

75.25 

90 

99.00 

118 

120  00 

34.5 

48.75 

62.5 

75. 75 

90.5 

99.50 

118.5 

120  00 

35 

49.50 

63 

76.00 

91 

99.75 

119 

120.00 

35.5 

50.25 

63.5 

76.50 

91.5 

100.  25 

119.5 

120  OO 

36 

51.00 

64 

76.75 

92 

100.75 

120 

12O00 

36.5 

51.50 

64.5 

77.25 

92.5 

101.  25 

37 

52.25 

65 

77.75 

93 

101.50 

37.5 

53.00 

65.5 

78.25 

93.5 

102.00 

1 

1 "  Old  rates  "  are  those  of  Dec,  1915. 

^Vllile  it  is  expected  that  the  board  of  railroad  wages  and  working  conditions  here- 
inafter created  shall  give  consideration  to  all  questions  of  inequality  as  between 
individuals  and  classes  of  employees  throughout,  sufficient  information  is  available 
to  justify  certain  conclusions  with  respect  to  the  mechanical  crafts,  and  in  the  case 
of  machinists,  boilermakers,  blacksmiths,  and  other  shop  mechanics  who  have  been 
receiving  the  same  hourly  rates,  the  increases  named  in  this  Order  shall  apply,  with 
a  minimum  wage  of  55  cents  per  hour. 

It  is  recognized  that  this  may  still  leave  among  shop  employees  certain  inequalities 
as  to  individual  employees,  to  which  the  board  of  railroad  wages  and  working  con- 
ditions will  give  prompt  consideration. 

For  common  labor  paid  by  the  hour,  the  scale  named  herein  shall  applv,  with 
the  provision,  however,  that  as  a  minimum,  2^  cents  per  hour  will  be  added  to  the 
rates  paid  per  hour,  as  of  December  31,  1917. 
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METHOD   OF   APPLYING   INCREASES   TO   HOURLY   RATES. 

(1)  Machinist  worked  in  January,  1918,  8  hours  per  day,  27  days,  total  216  hours 
straight  time. 

The  "rate  of  pay  for  this  position  in  December,  1915,  was  34  cents  per  hour; 
new  rate  under  this  order  48  cents  per  hour,  but  with  minimum  rate  of 
55  cents  per  hour  as  herein  ordered,  will  receive $118.  80 

In  January,  1918,  his  rate  of  pay  was  37^  cents  per  hour,  for  216  hours,  equals . .       81.  00 

Difference  one  month 37.  80 

On  basis  of  working  same  amount  straight  time  each  month  for  five'  months 

(Jan.  1  to  May  31) 189.  00 

Also  worked  in  same  period  90  hours  overtime  at  time  and  one-half, 

new  55-cent  minimum  rate,  or  82  J  cents,  equals 174.  25 

Was  paid  56 j  cents  (time  and  one-half) 50.  63 

■ 23.  62 

Balance  due  January  1  to  May  31,  1918 212.  62 

(2)  Machinist  worked  in  January,  1918,  10  hours  per  day,  26  days,  total  260  hours 
straight  time. 

The  rate  of  pay  for  this  position  in  1915  was  34  cents  per  hour;. new  rate  under 
this  order,  48  cents  per  hour,  but  with  minimum  rate  of  55  cents  per  hour 
as  herein  ordered  will  receive .?143.  00 

In  January,  1918,  his  rate  of  pay  was  37^  cents  per  hour;  260  hours  equals  . .       97.  50 

Difference  1  month 45.  50 

On  basis  of  working  same  amount  of  straight  time  eajch  month  for  5  months 

(Jan.  1  to  May  31) 227.  50; 

Also  worked  in  same  period  90  hours  overtime  at  pro  rata  rate,  new 

55-cent  minimimi  rate,  equals $49.  50 

Was  paid  at  37i-cent  rate  pro  rata  overtime  or 33.  75 

15. 75. 

Balance  due  January  1  to  May  31,  1918 243.  25-. 

(3)  Machinist  D  was  employed  in  the  same  shop  in  December,  1915,  and  in  1918 
on  the  same  class  of  work.  His  hourly  rate  in  December,  1915,  was  35  cents  for  9 
hours,  26  days  a  month.  He  was  paid  for  overtime  and  Sunday  work  at  time  and  one- 
half.  On  January  1,  1918,  his  hours  were  reduced  to  8  and  his  rate  increased  to  40 
cents.  The  new  hourly  rate  applicable  to  his  1915  rate,  viz,  49^  cents,  being  less 
than  the  minimum  of  55  cents,  his  new  rate  ^vill  be  55  cents  per  hour.  In  1918,  from 
January  1  to  May  31,  he  worked  234  hours  per  month  or  an  average  of  one  hour  over- 
time daily  on  the  1918  schedule.  This  for  five  months  gives  him  130  hours  overtime. 
He  has  been  paid  as  follows : 

1,040  hours  straight  time,  at  40  cents $416.  00 

130  hours  overtime,  at  60  cents 78.  00 

Total 494.  00> 

His  back  pay  will  be  computed  as  follows: 

1,040  hours  straight  time,  at  55  cents 572.  00' 

130  hours  overtime,  at  82^  cents 107.  25 

Total 679.  25 

Deduct  paj^ment  at  1918  rates 494.  00- 

Back  pay  due 185.  25 

And  his  future  rate  per  hour  will  be  55  cents. 

(4)  In  the  case  of  employee  E,  who  was  employed  in  a  shop  where  the  rate  for  his 
position  was  35  cents  per  hour  for  8  hours'  work  in  1915,  with  time  and  one-half  for 
overtime,  but  in  the  same  position  and  same  shop  with  the  same  hours  in  1918  his 
rate  is  45  cents  per  hour;  his  earnings  in  1915  in  the  standard  208-hour  month  would 
be  $72.80  per  month,  and  he  would  be  entitled  to  the  new  hourly  rate  of  49h  centS' 
per  hour.  His  straight  time  and  overtime  earnings  and  back  pay  would  be  computed 
in  exactly  the  same  manner  as  machinist  D.  The  principles  illustrated  will  apply 
to  all  men  paid  by  the  hour,  whatever  their  occupation  may  be. 
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SECTION  D. — RATES  OF  WAGES  OF  RAILROAD  EMPLOYEES  PAID  UPON  PIECEWORK  BASIS — 
METHOD   OF   APPLYING   INCREASES   TO   PIECE    RATES. 

(1)  The  pieceworker  shall  receive  for  each  hour  worked  the  same  increase  per 
hour  as  is  awarded  to  the  hourly  worker  engaged  in  similar  employment  in  the  same 
shop. 

(2)  If  the  hourly  rate  has  been  increased  since  1915  to  an  amount  greater  than  the 
increase  herein  fixed,  then  the  higher  rate  shall  prevail. 

(3)  Where  there  was  no  piece  rate  for  an  item  or  operation  in  the  piece-rate  schedule 
of  1915,  adjust  the  current  price  by  such  an  amount  as  a  similar  item  or  operation  has 
been  increased  or  decreased  since  December  31,  1915,  or  as  near  such  a  plan  as 
practicable. 

(4 )  It  is  understood  that  the  application  of  this  order  shall  not,  in  any  case,  operate 
to  reduce  current  earnings. 

(5)  When  a  pieceworker  works  overtime  or  undertime,  he  shall  receive  that  propor- 
tion of  the  increase  provided  in  the  schedule  which  the  time  actually  worked  bears 
to  the  normal  time  in  the  position. 

(6)  Overtime  is  not  to  be  considered  solely  as  the  number  of  hours  employed  in 
excess  of  the  normal  hours  per  month  in  the  position,  but  rather  the  time  employed 
in  excess  of  the  normal  hours  per  day. 

(7)  Employee  F  was  employed  under  a  piecework  schedule  in  a  shop  where  the 
basic  hourly  rate  was  35  cents  for  eight  hours,  with  time  and  one-half  for  overtime. 
This  rate  under  the  plan  illustrated  above  will  be  increased  to  49^  cents  per  hour. 
Difference,  14J  cents. 

Re'j;ardless  of  the  schedule  of  piece  rates  under  which  he  is  paid,  under  this  order 
F  will  be  entitled  to  receive  14^  cents  per  hour  in  addition  to  his  piecework  earn- 
ings for  every  hour  worked  in  1918  unless  the  hourly  rate  shall  in  the  interim  have 
been  raised  and  a  proportionate  increase  made  in  the  piecework  schedule. 

For  example:  Assume  that  F  made  $90  in  December,  1915,  at  his  piecework.  At 
the  hourly  rate  he  would  have  earned  only  $72.80,  and  liis  hourly  rate  must  therefore 
be  increased  to  49^  cents. 

If,  in  January,  1918,  he  has  attained  suflicient  sldll  to  earn  $100  on  the  same  piece- 
work schedule,  he  will  he  entitled  to  receive,  nevertheless,  14A-  cents  per  hour  for 
each  hour  of  straight  time  worked,  and  for  each  hour  of  overtime,  21J  cents  addi- 
tional (if  time  and  one-half  for  overtime  is  in  effect). 

Assume  that  in  the  five  months,  January  1  to  ^Fay  31,  F  has  worked  1,040  hours 
straight  time  and  130  hours  overtime,  and  has  at  his  piecework  schedule  earned  $500. 
He  will  be  entitled,  nevertheless,  to  receive  as  back  pay  the  following  amount: 

1,040  hours,  at  14^  cents  per  hour $150.  80 

130  hours,  at  21|  cents  per  hour 28.  28 

179.  08 

But,  if  in  January,  1918,  the  basic  hourly  rate  had  been  increased  to  50  cents,  and 
this  increase  had  been  correspondingly  expressed  in  his  piecework  schedule,  he  would 
be  entitled  to  no  Ijack  pay.  If,  on  the  other  hand,  the  hourly  rate  had  been  in- 
creased from  35  cents  in  1915  to  45  cents  on  January  1,  1 918,  and  tliis  increase  had  been 
expressed  in  a  corresponding  increase  in  the  })iecework  schedule,  then  F  would  be 
entitled  to  receive  back  pay  at  4h  cents  per  hour  for  straight  time  and  (if  cents  per 
hour  overtime. 

If  the  practice  in  the  shop,  however,  had  been  to  pay  pro  rata  for  overtime,  then 
the  rate  for  such  overtime  since  January  1,  1918,  would  be  pro  rata  at  4^  cents,  or 
14^  cents  per  hour,  according  to  whether  piece  rates  had  been  or  had  not  been  in- 
creased. 

(8)  Employee's  December,  1915,  rate  was  38^  cents;  which  rate  in  this  order  for 
eight  hours  per  day  entitles  him  to  54^  cents  per  hour.  His  basic  rate  had,  by  Jan- 
uary 1,  1918,  been  raised  to  42^  cents  per  hour.  Piecework  rates  had  not'  been 
raised  in  the  interval.  This  man  earned  in  208  hours  $100.  He  is  entitled  to  a  raise 
of  11|  cents  per  hour. 

llf  cents X208: 

1  month $24.  44 

5  months 122.  20 


EXTENSION   OF   GOVERNMENT   CONTROL   OF   RAILROADS.      1563 


SECTION    E. — RATES   OF  WAGES   OF  RAILROAD   EMPLOYEES   PAID   UPON   MILEAGE   BASIS. 

The  following  rates  will  apply  "per  day,"  or  its  established  equivalent  in  "miles" 


Passenger  engineers. 

Passenger  engineers. 

Passenger  engineers. 

Passenger 

engineers. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

$4.10 

$4.56 

S4.53 

$5.04 

84.95 

$5.51 

$5.55 

$6.17 

4.15 

4.62 

4.55 

5.06 

5.00 

5.56 

5.65 

6.29 

4.20 

4.67 

4.60 

5.12 

5.05 

5.62 

5.90 

6.56 

4.2.5 

4.73 

4.65 

5.17 

5.13 

5.71 

6.00 

6.68 

4.30 

4. 78 

4.70 

5.23 

5.15 

5.73 

6.05 

6.73 

4.35 

4.84 

4.75 

5.28 

5.28 

5.87 

6.25 

6.95 

4.40 

4.90 

4.7,8 

5.32 

5.35 

5.95 

6.30 

7.01 

4.45 

4.95 

4.80 

5.34 

5.40 

6.01 

6.50 

7.23 

4.50 

5.01 

4.90 

5.45 

5.53 

6.15 

7.00 

7.79 

Passenger  firemen. 

Passenger  firemen. 

Passenger  firemen. 

Passenger  firem*n. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

$1.91 

$2.46 

$2.60 

83.35 

$2.84 

83. 66 

$3.30 

$4.25 

2.25 

2.90 

2.62 

3.37 

2.85 

3.67 

3.35 

4.31 

2.33 

3.00 

2.65 

3.41 

2.90 

3.73 

3.40 

4.38 

2.34 

3.01 

2.69 

3.46 

2.95 

3.80 

3.45 

4.44 

2.40 

3.09 

2.70 

3.48 

'       3.00 

3.86 

3.60 

4.64 

2.42 

3.12 

2.75 

3.54 

3.05 

3.93 

3.75 

4.83 

2.45 

3.15 

2.76 

3.55 

3.10 

3.99 

4.00 

5.15 

2.50 

3.22 

2.78 

3.58 

3.15 

4.06 

4.15 

5.34 

2.51 

3.23 

2.80 

3.61 

3.20 

4.12 

4.25 

5.47 

2.55 

3.28 

Passenger 

■conductors. 

Passenger  conductors. 

Passenger  conductors. 

Passenger  conductors. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

$2.50 
2.60 

$2.89 
3.00 

$2.68 
2.75 

$3.10 
3.18 

$2.90 

•  $3.35 

$3.47 

$4.01 

Passenger  baggagemen. 

Passenger  baggagemen. 

Passenger  baggagemen. 

Passenger  baggagemen. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

$1.40 
1.45 

81.94 
2.00 

$1.49 
1.54 

$2.06 
2.13 

$1.61 
1.65 

$2. 23 
2.28 

$1.70 
2.00 

$2.35 
2.77 

Passenger  trainmen. 

Passenger  trainmen. 

Passenger  trainmen. 

Passenger  trainmen. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

$1.35 
1.43 
1.46 

$1.88 
1.99 
2.04 

$1.47 
1.49 

$2.05 
2.08 

$1.50 
1.55 

$2.09 
2.16 

$1.60 
1.87 

$2.23 
2.61 

1564      EXTENSION   OF   GOVERNMENT   CONTROL   OF   RAILROADS. 


Freight  engineers. 

Freight  engineers. 

Freight  engineers. 

Freight  engineers. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

$4.25 

$4.91 

$5.05 

$5.83 

S5.40 

S6.24 

$5.90 

$6.81 

4.50 

5.20 

5.06 

5.84 

5.43 

6.27 

5.95 

6.87 

4.70 

5.43 

5.10 

5.89 

5.45 

6.29 

5.995 

6.925 

4.75 

5.49 

5.13 

5  93 

5.50 

6.35 

6.00 

6.93 

4.80 

5.54 

5.145 

5.95 

5.55 

6.41 

6.10 

7.05 

4.85 

5.60 

5.15 

5  95 

5.555 

6.415 

6.25 

7.22 

4. 86 

5.61 

5.17 

5  97 

5.60 

6.47 

6.50 

7.51 

4.87 

5.62 

5.20 

6.01 

5.61 

6.48 

6.75 

7.80 

4.88 

5.64 

5.25 

6.06 

5.65 

6.53 

6.80 

7.85 

4.89 

5.65 

5. 28 

6.10 

5.665 

6.545 

6.85 

7.91 

4.90 

5.66 

5.30 

6.12 

5.70 

6.58 

6.90 

7.97 

4.95 

5.72 

5.33 

6.16 

0.  to 

6.64 

6.95 

8.03 

4.97 

5.74 

5.35 

6.  IS 

5.83 

6. 73 

7.00 

8.09 

5.00 

5.78 

5.39 

6.23 

5.85 

6.76 

7.25 

8.37 

Freight  firemen. 

Freight  firemen. 

Freight 

firemen. 

Freight  firemen. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

$2.25 

$3.02 

$2.93 

S3. 93 

S3. 23 

84.34 

$3.75 

85.03 

2.36 

3.17 

2  95 

3.96 

3. 245 

4.355 

3.80 

5.10 

2.45 

3. 29 

3.00 

4.03 

3.25 

4.36 

3.90 

5.24 

2.47 

3.32 

3.01 

4.04 

3.30 

4.43 

3.905 

5.245 

2.50 

3.36 

3.03 

4.07 

3. 35 

4.50 

3.95 

5.30 

2.56 

3.44 

3.04 

4.08 

3.40 

4.56 

4.00 

5.37 

2.59 

3.48 

3.05 

4.09 

3. 45 

4.63 

4.05 

5.44 

2.60 

3.49 

3.07 

4.12 

3.465 

4.65 

4.10 

5.50 

2.70 

3.62 

3.10 

4.16 

3  50 

4.70 

4.125 

5.535 

2.75 

3.69 

3. 13 

4.20 

3.55 

4.77 

4.18 

5.61 

2.78 

3.73 

3. 15 

4. 23 

3.57 

4.79 

4.25 

5.71 

2.81 

3.77 

3. 16 

4.24 

3.60 

4.83 

4.30 

5.77 

2.85 

3.83 

3.19 

4-28 

3.63 

4.87 

4.50 

6.04 

2.87 

3.85 

3.20 

4.30 

3.65 

4.90 

4.55 

6.11 

2.90 

3.89 

3.22 

4.32 

3.70 

4.97 

Freight  conductors. 

Freight  conductors. 

Freight  conductors. 

j     Freight  conductors. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

82.31 

$2.78 

84.24 

85.11  ' 

$4.54 

$5.47 

$4.88 

$5.88 

2.90 

3. 49 

4.25 

5. 12 : 

4.55 

5.48 

4.96 

5.9S 

3. 46 

4.17 

4.27 

5. 15 

4.63 

5.58 

i               5.04 

6.07 

3.63 

4.37 

4.38 

5. 28 

4.64 

5. 59 

1               5.08 

6. 12 

3.85 

4.64 

4.40 

5. 30 

4.66 

5.62 

5.10 

6.15 

3.90 

4.70 

4.42 

5.33 

4.74 

5. 71 

5. 14 

6.19 

3. 975 

4.79 

4.43 

5.34 

4.77 

5.75 

5.21 

6. 28 

4.00 

4.82 

4.48 

5.40 

4.80 

5.78 

5. 67 

6. 83. 

4.00 

4.94 

4.50 

5.42 

4.83 

5. 82 

5. 69 

6.86 

4.13 

4.98 

4.51 

5.43  1 

4.84 

5.83 

6.12 

7.37 

4.165 

5.02 
5.04 

4.52 

5.45 

4.86 

5.86 

6.45 

7.77 

4.18 

4.53 

5.46  1 

4.87 

5.87 

i               7.09 

8..->4 

Freight  brakemen  and 

Freight  brakemen  and 

Freight  brakemen  and 

Freight  brakemen  and 

flagmen. 

flagmen. 

flagmen. 

flagmen. 

Old. 

New. 

Old. 

New. 

Old. 

New. 

1       Old. 

New. 

$1.60 

82.23 

$2.70 

83.77 

83.02 

84.21 

$3.  48 

$4.8*. 

1.89 

2.64 

2.72 

3.79 

3.10 

4.32 

3.60 

5.02. 

1.93 

2.69 

2.75 

3.84 

3.13 

4.37 

3.62 

5.05 

2.14 

2.99 

2.78 

3  88 

3.14 

4.38 

3.66 

5.  n 

2.25 

3.14 

2.80 

3.91 

3.15 

4.39 

3.707 

5.17 

2.33 

3.25 

2.82 

3.93 

3.20 

4.46 

3.71 

5.  IS 

2.40 

3.35 

2.83 

3.95 

3.21 

4.48 

3.93 

5.  48 

2.42 

3.38 

2.85 

3.98 

3.25 

4.53 

4.24 

5.91 

2.48 

3.46 

2.88 

4.02 

3.29 

4.59 

4.26 

5.94 

2.60 

3.63 

2.95 

4.12 

3.33 

4.65 

4.62 

6.44 

2.62 

3.65 

2.98 

4.16 

3.41 

4.76 

4.96 

6.92 

2.65 

3.70 

2.99 

4.17 

3.46 

4.83 

5.37 

7.49 

2.67 

3.72 

3. 00                  4. 19 

EXTENSIO"JNr   OF   GOVERNMENT   CONTROL   OF   RAILROADS.      1565 

"Old"  rates  are  those  of  December,  1915. 

If  there  were  mileage  rates  in  effect  in  December,  1915,  which  are  not  included  in 
the  above  tables,  they  shall  be  increased  in  accordance  with  the  following  percentages: 

Per  cent- 

Road  passenger  engineers  and  motormen llj 

Road  passenger  firemen  and  helpers 28| 

Road  passenger  conductors 15^ 

Road  passenger  baggagemen 38| 

Road  passenger  brakemen  and  flagmen 39^ 

Road  freight  engineers  and  motormen 15 J 

Road  freight  firemen  and  helpers 34^ 

Road  freight  conductors 20^ 

Road  freight  brakemen  and  flagmen 39| 

METHOD    OF   APPLYING   INCREASES   TO   MILEAGE   BASIS. 

(1)  Rates  for  overtime  as  now  in  effect,  whether  providing  for  pro  rata  basis  or  in 
excess  thereof,  shall  be  increased  by  same  percentage  as  straight  time  rates. 

(2)  Miles  run,  in  excess  of  the  established  equivalent  of  a  day  (or  of  a  month  where 
such  basis  prevails)  shall  be  paid  for  pro  rata. 

(3)  If  any  increase  has  been  made  in  the  mileage  rates  of  employees  paid  on  that 
basis  in  December,  1915,  it  will  be  understood  that  the  per  cent  of  increase  allowed 
by  this  order  is  inclusive  of  such  interim  increases  and  that  the  new  rate  is  computed 
from  the  base  rates  of  December,  1915. 

(4)  Example  (1):  Engineer  G,  passenger  service,  received  $4.25  per  day  of  100  miles 
in  10  hours  in  December,  1915.  According  to  this  plan,  although  in  1918  this  rate  was 
$4.25  per  hundred  miles  in  8  hours,  the  rate  will  be  increased  11|  per  cent  to  $4.73  per 
100  miles  ($4.7281  equalized  as  §4.73).  He  will  be  entitled  to  back  pay  for  every  100 
miles  run  at  the  rate  of  48  cents  per  100  miles. 

Example  (2): 

Conducter  through  freight: 

2,950  miles  at  4  cents,  at  new  rate,  would  entitle  him  to  4.82  cents,  or. . .  $142. 19 
He  was  paid 118.  00 

Leaving  to  be  paidi 24. 19 

He  made  26  hours  and  10  minutes  overtime,  equivalent,  on  basis  of 
122  miles  per  hour,  to  327  miles,  which,  at  the  increased  rate  of 

4.82  cents  per  mile,  entitles  him  to $15.  76 

Was  paid,  at  4  cents  per  mile 13.  OS 

A  difference  of 2.  68 

One  month 26.  87 

Five  months 134.  35 

This  principle  will  apply  to  all  employees  of  the  train  and  engine  service  who  are 
paid  on  the  mileage  basis.  There  are  some  railroads  in  the  United  States  upon  which 
men  in  the  train  and  engine  ser-\dce  are  paid  on  a  monthly  wage.  Such  employees 
■\Aill  be  entitled  to  the  increased  rates  named  in  article  2,  section  A. 

(5)  Since  the  application  of  the  increases  hereby  granted  will  tend  in  individual 
cases  to  give  increases  greater  than  is  appropriate  or  necessary  to  those  train  and  engine 
men  who  make  abnormal  amounts  of  mileage  and  who,  therefore,  make  already  ab- 
normally high  monthly  earnings,  the  ofhcials  of  each  railroad  shall  take  up  with  the 
respective  committees  of  train  and  engine  men  the  limitation  of  mileage  made  per 
month  by  employees  paid  upon  a  mileage  basis,  so  as  to  prevent  employees  now  making 
such  abnormal  mileage  })rofiting  by  the  wage  increases  herein  fixed  greatly  in  excess 
of  employees  habitually  making  a  normal  amount  of  mileage.  It  shall  be  understood 
that  any  such  limitation  of  mileage  so  arrived  at  shall  not  preclude  the  officials  of  a 
railroad  from  requiring  a  train  or  engine  man  to  make  mileage  in  excess  of  this  limi- 
tation when  the  necessities  of  the  service  requii'e  it.  The  oliicials  of  each  railroad 
will  report  to  the  Regional  Director  such  arrangements  agreed  upon  and  any  cases 
of  failure  to  reach  such  agreements. 


1566      EXTENSION   OF   GOVEKNMENT   CONTROL   OF   RAILROADS* 

SECTION    F. — GENERAL   RULES   FOR   APPLICATION    OF   WAGE   INCREASES. 

(1)  In  the  application  of  the  scale  the  wage  runs  with  the  place.  If  in  the  past 
two  years  an  employee  has  been  promoted,  his  new  wage  is  based  upon  the  rate  of 
increase  applicable  to  the  new  schedule  governing  the  position  to  which  he  has  been 
promoted. 

(2)  In  applying  these  percentages  to  the  hourly,  daily,  monthly,  or  mileage  rates 
for  December,  1915,  in  order  to  determine  the  rates  to  be  applied,  beginning  Januaiy 
1,  1918,  each  decimal  h-action  over  1  per  cent  shall  be  equalized  as  follows: 

Less  than  one-fourth  of  1  per  cent,  as  one-fourth  of  1  per  cent. 

Over  one-fourth  of  1  per  cent,  but  less  than  one-half  of  1  per  cent,  as  one-half  of  1 
per  cent. 

Over  one-half  of  1  per  cent,  but  less  than  three-fourths  of  1  per  cent,  as  three-fourths 
of  1  per  cent. 

Over  three-fourths  of  1  per  cent,  as  1  per  cent. 

(3)  These  increases  are  to  be  applied  to  the  rates  of  wages  in  effect  on  December  31, 
1915.     They  do  not  represent  a  net  increase  at  this  time. 

(4)  As  to  the  employee  who  may  have  been  promoted  since  December  31,  1915,  his 
increase  will  be  based  upon  the  rate  of  his  present  position  as  of  December  31,  1915. 

(5)  As  to  the  employee  who  has  been  reduced  in  position,  his  increase  will  be  based 
upon  the  rate  of  his  present  position  as  of  December  31,  1915. 

(G)  The  new  rates  named  herein,  where  they  are  higher  than  the  rates  in  effect  on 
January  1,  1918,  will  be  applied  to  the  occupants  of  positions  that  carried  the  rates  in 
December,  1915. 

(7)  In  those  cases  where  increases  have  been  made  by  the  railroads  since  December 
31,  1915,  in  excess  of  the  amounts  herein  ordered,  present  wages  shall  apply,  for  in  na 
instance  shall  the  application  hereof  operate  to  reduce  present  rates  of  pay. 

(8)  Reductions  in  hours  between  December  31,  1915,  and  January  1,  1918,  are  not 
to  be  regarded  as  increases  in  pay. 

(9)  The  wage  increases  provided  for  herein  shall  be  effective  as  of  January  1,  1918,. 
and  are  to  be  paid  according  to  the  time  served  to  all  who  were  then  in  the  railroad 
serxdce  or  who  have  come  into  such  ser\ace  since  and  remained  therein.  The  proper 
ratable  amount  shall  also  be  paid  to  those  who  have  been  for  any  reason  since  January 
1,  1918,  dismissed  from  the  ser^dce,  but  shall  not  be  paid  to  those  who  have  left  it 
voluntarily.  Men  who  have  left  the  railroads  to  enter  the  Army  or  Navy  shall  be 
entitled  to  the  pro  rata  increases  accruing  on  their  wages  up  to  the  time  they  left,  and 
the  same  rule  shall  apply  to  those  who  have  passed  from  one  branch  of  the  railroad 
service  or  from  one  road  to  another. 

(10)  This  order  applies  to  foremen,  chief  clerks,  and  others  employed  in  a  super- 
visory capacity,  as  well  as  to  their  subordinates. 

(11)  This  order  shall  be  construed  to  apply  to  employees  of  railroads  operating 
ferries,  tugboats,  lighters,  barges,  and  any  other  floating  equipment  opi'rated  as  termi- 
nal or  transfer  facilities,  but  shall  not  be  construed  as  applying  to  railroad  employees 
on  cargo  and  passenger  carrying  equipment  on  lakes,  rivers,  or  in  coastwise  or  ocean 
traffic. 

(12)  The  pro^^sions  of  this  order  will  not  apply  in  casi>s  where  amounts  less  than  $30 
per  month  are  paid  to  indi\dduals  for  s])ecial  service  which  takes  only  a  portion  of 
their  time  from  outside  employment  or  business. 

(13)  Office  boys  messengers  chore  boys,  and  similar  positions  filled  by  employees 
who  are  under  18  years  of  age  will  receive  the  following  increase  per  month: 

Twenty  dollars  increase  per  month  where  December,  1915.  rate  was  from  $30  to  $45 
per  month. 

Fifteen  dollars  increase  per  month  where  December.  1915,  rate  was  from  $20  to  $30 
er  month. 

Ten  dollars  increase  per  month  where  December,  1915.  rate  was  less  than  $20  per 
month. 

Article  III. — Kules  governing  conditions  of  employment. 

SECTION    (a). — the    basic    EIGHT-HOUR   DAY. 

The  principle  of  the  basic  8-hour  day  is  hereby  recognized.  UTiere  employees 
are  paid  upon  a  daily  or  monthly  basis,  the  new  compensation  herein  established  will 
apply  to  the  number  of  hours  which  have  heretofore  constituted  the  actual  day's  work. 
For  example,  where  an  actual  day's  work  has  been  10  hours,  the  new  compensation 
will  cover  the  8  basic  hours  and  2  hours  overtime.  Additional  overtime  will  Ite  paid 
pro  rata. 
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METHOD    OF   APPLYING    BASIC   8-HOUR-DAY   RULES. 

(1)  Position  which  in  December,  1915,  paid  $2  per  9-hour  day: 
Old  rate,  $2  per  day. 

New  rate,  $2.51  for  S-hoiir  basic  day. 

Overtime,  31.4  cents  per  hour. 

New  rate,  $2.83  for  9-hour  service;  83  cents  increase. 

(2)  Position  which  in  December,  1915,  paid' $2.40  per  10-hour  day: 
Old  rate,  $2.40  per  day. 

New  rate,  $2.70  for  8-hour  basic  day. 

Overtime,  $0.68 — 2  hours,  at  34  cents  per  hour. 

New  rate,  $3.38  for  10-hour  service;  98  cents  increase. 

(3)  Position  which  in  December,  1915,  paid  $75  per  month,  working  10  hours  per  day 

for  26  working  days: 
Old  rate,  $75  per  month. 
New  rate,  $84.60  per  month  basic  8-hour  day. 
Overtime,  $21.15 — 52  hours,  at  40.67  cents  per  hour. 
New  rate.  $105.75  for  same  service;  increase,  $30.75. 

(4)  Position  which  in  December,  1915,  paid  $100  per  month,  working  11  hours  per 

dav  for  31  working  days. 
Old  rate,  $100  per  month. 
New  rate,  $95.82  per  month  basic  8-hour  day. 
Overtime,  $35.93—93  hours,  at  38.64  cents  per  hour. 
New  rate,  $131.75  for  same  service;  increase,  $31.75. 

SECTION    (b). — RATES    OF   PAY   FOR    OVERTIME. 

This  order  shall  not  affect  any  existing  agreements  or  practices  for  the  payment  of 
higher  rates  of  pay  for  time  worked  in  excess  of  any  standard  day.  Time  worked  in 
excess  of  the  basic  8-hour  day  hereby  established  ^vill.  when  there  is  no  existing 
agreement  or  practice  more  favorable  to  the  em,ployee,  be  paid  on  a  pro  rata  basis,  as 
indicated  in  section  (a)  of  this  article. 

SECTION    (c). — NO   REDUCTION    IN   TOTAL   INCREASE. 

Pending  consideration  by  the  board  of  railroad  wages  and  working  conditions  here- 
inafter provided  for,  no  reduction  in  the  actual  hours  constituting  a  day's  work  shall 
operate  to  deprive  any  employee,  paid  by  the  day  or  month,  of  the  total  increase  in 
pay  granted  him  by  this  order. 

Article  IV. — Payments  for  bach  time. 

Each  railroad  will,  in  payments  made  to  employees  on  and  after  June  1,  1918, 
include  these  increases  therein. 

As  promptly  as  possible  the  amount  due  in  back  pay  from  January  1,  1918,  in 
accordance  with  the  provision  of  this  order,  will  be  computed  and  payment  made 
to  employees  separately  from  the  regular  monthly  payments,  so  that  employees  will 
know  the  exact  amount  of  these  back  paj^ments.  ' 

Recognizing  the  clerical  work  necessary  to  make  these  computations  for  back  pay 
and  the  probable  delay  before  the  entire  period  can  be  covered,  each  month,  begin- 
ning with  January,  shall  be  computed  as  soon  as  practicable  and,  as  soon  as  com- 
pleted, payment  shall  be  made. 

Article  V. — Employment  of  women. 

When  women  are  employed  their  working  conditions  must  be  healthful  and  fitted 
to  theii'  needs.  The  laws  enacted  for  the  government  of  their  employment  must  be 
observed,  and  their  pay,  when  they  do  the  same  class  of  work  as  men,  shall  be  the 
same  as  that  of  men. 

Article  VI. — Colored  firemen,  trainmen,  and  switchmen. 

Effective  June  1,  1918,  colored  men  employed  as  firemen,  trainmen,  and  switch- 
men shall  be  paid  the  same  rates  of  wages  as  are  paid  white  men  in  the  same  capacities. 

Back  pay  for  period  January  1,  1918,  to  May  31,  1918,  will  be  based  only  upon  the 
increases  provided  in  Article  II  of  this  order  for  such  positions.  Back  payments  will 
not  apply  to  the  further  increased  rate  made  effective  by  this  article. 


1568      EXTENSION   OF   GOVERNMENT   CONTROL   OF   RAILROADS. 

Article  VII. — Board  of  railroad  wages  and  working  conditions. 

There  is  hereby  created  a  board  of  railroad  wages  and  working  conditions,  which 
shall  consist  of  the  following  members:  J.  J.  Dermody,  F.  F.  Gaines,  C.  E.  Lindsey, 
W.  E.  Morse,  G.  H.  Sines,  A.  O.  Wharton. 

This  board  shall  at  once  establish  an  office  at  Washington,  D.  C,  and  meet  for 
organization  and  elect  a  chairman  and  vice  chairman,  one  of  whom  whall  preside 
at  meetings  of  the  board. 

It  shall  be  the  duty  of  the  board  to  hear  and  investigate  matters  presented  by  rail- 
road employees  or  their  representatives  affecting — ■ 

(1)  Inequalities  as  to  wages  and  working  conditions  whether  as  to  individual  em- 
ployees or  classes  of  employees. 

(2)  Conditions  arising  from  competition  with  employees  in  other  industries. 

(3)  Rules  and  working  conditions  for  the  several  classes  of  employees,  either  for 
the  country  as  a  whole  or  for  different  parts  of  the  country. 

The  board  shall  also  hear  and  investigate  other  matters  affecting  wages  and  con- 
ditions of  employment  referred  to  by  the  director  general. 

This  board  shall  be  solely  an  advisory  body  and  shall  suV)mit  its  recommendations 
to  the  director  general  for  his  determination. 

Article  VIII. — Interpretations  of  this  order. 

Railway  l:)oard  of  adjiistment  No.  1  is  authorized  by  article,  9  of  General  Order  No. 
13  to  perform  the  following  duty: 

"Wages  and  hours,  when  fixed  by  the  director  general,  shall  be  incorporated  into 
existing  agreements  on  the  several  railroads  and  should  differences  arise  between 
the  management  and  the  employees  of  any  of  the  railroads  as  to  such  incorporation, 
■such  questions  of  difference  shall  be  decided  by  the  railway  board  of  adjustment 
No.  1,  when  properly  presented,  subject  to  always  review  l)y  the  director  general." 

In  addition  to  the  foregoing,  other  questions  arising  as  to  the  intent  or  application 
of  this  order  in  respect  to  the  classes  of  employees  Avithin  the  scope  of  railway  board 
of  adjustment  No.  1  shall  be  submitted  to  such  board,  which  board  shall  investigate 
and  report  its  recommendations  to  the  director  general. 

Similar  authority  may  be  conferred  on  any  additional  railway  board  of  adjustment 
hereafter  created. 

Decisions  shall  not  be  rendered  by  suCh  boards  until  alter  approval  by  the  director 
general. 

Prior  to  the  creation  of  additional  railway  boards  of  adjustment  to  deal  with  questions 
as  to  the  intent  or  application  of  this  order  as  it  affects  any  other  class  of  employees, 
"Such  questions,  with  resp^^ct  to  such  employees,  shall  be  presented  to  the  Director  of 
the  Division  of  Labor,  United  States  Railroad  Administration,  Washington,  D.  C. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Interpretation'  No.  1  of  General  Order  No.  27. 

The  following  recommendation  of  railroad  board  of  adjustment  No.  1,  in  the  matter 
of  construction  of  General  Order  No.  27,  relating  to  the  bases  of  pay  for  yard  engineers, 
yard  firemen,  yard  conductors  or  foremen,  and  yarrl  brakemen  or  helpers,  is  appi'oved 
and  will  be  observed  in  the  application  of  rates  of  pay  under  said  order: 

"Referring  to  your  letti^r  of  this  date  transmitting  a  communication  from  the  chief 
executives  of  the  four  organizations,  asking  for  a  construction  of  General  Orders  No.  27, 
in  so  far  as  this  order  reflate  s  to  the  bases  of  pay  for  yard  engineers,  yard  firemen,  yard 
conductors  or  for(>men,  and  yard  brakemen  or  helpers. 

"As  these  four  classes  of  employee  s  had  a  guaranteed  minimum  day's  pay,  irrespec- 
tive of  how  expressed  in  schedules,  it  is  the  judgment  of  this  board  that  the  increases 
granted  by  General  Order  No.  27  should  be  applied  to  such  employee  s  upon  the 
guaranteed  minimum  day's  pay  of  Dece'ml^er,  1915,  in  view  of  paragraph  8,  section 
F,  article  2,  of  that  order,  which  rc^ads  as  follows: '  Reductions  in  hours  betwee>n  Decem- 
ber 31,  1915,  and  January  1,  1918,  are  not  to  be  regarde-d  as  increases  in  pay.' 

"The  increases  for  these  classes  of  employees  should,  then^fore,  be  computed  upon 
the  table  given  in  section  B  of  article  2  of  General  Order  No.  27,  and  it  is  recommended 
that  it  be  so  ordered." 

W.  G.  McAnoo, 
Director  General  of  liailroads. 
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Interpretation  No.  2  op  General  Order  Number  27. 

The  following  bases  will  be  observed  in  the  application  of  rates  of  pay  under  General 
Order  No.  27: 

All  persons  employed  in  any  capacity,  and  receiving  less  than  $250  per  month  in 
salary,  will  receive  the  increases  named  in  the  Director  General's  General  Order 
No.  27,  unless  specifically  excluded  therein. 

PASSENGER   SERVICE. 

All  conductors,  baggagemen,  flagmen,  and  brakemen  paid  on  the  mileage  basis 
and  performing  more  than  the  minimum  daily  mileage  will  be  paid  under  the  pro- 
visions of  section  E,  article  2. 

All  conductors,  assistant  conductors,  ticket  collectors,  baggagemen,  flagmen,  and 
brakemen  paid  under  the  monthly  guarantee  of  the  eastern  and  southeastern  terri- 
tory, will  be  paid  under  the  provisions  of  section  A,  article  2,  and  the  daily  rate  will 
be  one-thirtieth  of  the  monthly  rate. 

All  conductors,  baggagemen,  flagmen,  and  brakemen  paid  on  the  monthly  basis 
will  be  paid  under  the  provisions  of  section  A,  article  2. 

LOCAL    FREIGHT    SERVICE. 

All  conductors,  engineers,  firemen,  flagmen,  and  brakemen  paid  on  the  mileage 
basis  will  be  paid  under  the  provisions  of  section  E,  article  2. 

Local  freight  conductors,  engineers,  firemen,  flagmen,  and  brakemen  paid  on  the 
monthly  basis  ■will  be  paid  under  the  provisions  of  section  A,  article  2. 

THROUGH   FREIGHT   SERVICE. 

Conductors,  engineers,  firemen,  flagmen,  and  brakemen  paid  on  the  mileage  basis 
will  be  paid  under  the  provisions  of  section  E,  article  2. 

Conductors,  engineers,  firemen,  flagmen,  and  brakemen  paid  on  the  monthly  basis 
will  be  paid  under  the  provisions  of  section  A,  article  2. 

WORK   TRAINS. 

Conductors,  engineers,  firemen,  flagmen,  and  brakemen  paid  on  the  mileage  basis 
will  be  paid  under  the  provisions  of  section  E,  article  2. 

Conductors,  engineers,  firemen,  flagmen,  and  brakemen  paid  on  the  monthly  basis 
will  be  paid  under  the  provisions  of  section  A,  article  2. 

SPECIFIED   TRIP   RATES. 

In  passenger,  through  freight  or  local  freight,  the  increases  in  trip  rates  shall  take 
the  percentages  applicable  to  each  class  of  ser\'ice  respectively. 

SPECIAL  ALLOWANCES. 

All  arbitrary  or  special  allowances,  previously  paid  on  the  hourly  basis,  will  be 
paid  at  the  new  hourly  rate. 

Arbitraries  or  special  allowances,  previously  paid  on  the  basis  of  mileage,  will  be 
paid  on  the  new  mileage  rates. 

If  the  schedule  amount  bears  no  relation  to  miles  or  houi's,  such  arbitrary  or  special 
allowances  will  be  increased  in  accordance  with  the  percentage  shown  under  section 
E,  article  2. 

Engines  which  have  come  into  the  service  since  1915,  on  which  rates  have  been 
applied — for  the  purpose  of  computation  under  General  Order  No.  27,  consider  such 
rates  as  being  applicable  December  31,  1915,  and  apply  appropriate  increases  from 
January  1,  1918. 

The  negotiated  rate  since  the  arbitration  of  the  engineers  and  firemen  in  the  East 
and  West,  for  transfer  servdce — for  example,  the  $4.50  rate  for  engineers  and  the  $3 
rate  for  firemen  in  the  western  territory  shall  be  increased  under  section  B  of  article  2. 
Where  through  freight  rates  apply  to  transfer  service,  the  increases  under  section  E, 
article  2,  will  apply. 

Where  the  guaranteed  daily  minimum  is  an  arbitrary  rate,  and  is  not  based  on 
hours  or  miles,  engineers  and  firemen  will  be  paid  the  rate  under  the  provisions  of 
section  B,  article  2.  Where  the  guaranteed  minimum  is  based  on  mileage,  engineers 
and  firemen  shall  be  paid  the  rate  under  the  provisions  of  section  E,  article  2. 
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HOSTLERS. 


The  rates  in  section  B,  article  2,  shall  apply  to  hostlers,  based  upon  rates  in  effect 
December,  1915. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 


Interpretation  No.  3  to  General  Order  No.  27,  and  to  Supplement  No.  4, 
Addenda  Nos.  1  and  2,  Interpretation  No.  1  and  Amendment  No.  1  Thereto. 

method  or  applying  increases  to  piece  workers. 

Article  I. 

•  (o)  The  increases  provided  for  in  General  Order  No.  27,  apply  to  each  hour  worked 
and  not  to  piecework  prices  per  item  or  operation 

(b)  Overtime  hours,  prior  to  August  1,  1918,  vriW  be  paid  for  at  the  rate  in  effect  as 
of  December  31,  1917,  and  up  to  and  including  July  31,  1918:  from  August  1,  1918, 
at  the  rate  of  one  and  one-half  times  the  average  straight  time  hourly  piecework 
earnings  for  the  current  pay  period,  provided  that  the  straight  time  piecework  earn- 
ings plus  one-half  additional,  equals  the  guaranteed  minimum  at  the  hourly  rate  of 
one  and  one-half  time. 

(c)  Any  increase  in  wages  due  to  increased  rates  of  compensation  granted  between 
January  1,  1916,  and  December  31,  1917,  shall  be  deducted  from  the  amount  of 
increase  provided  for  in  General  Order  No.  27,  but  in  no  case  shall  such  deduction 
operate  to  reduce  earnings  based  on  rates  in  effect  as  of  December  31,  1917. 

(d)  In  the  absence  of  established  standard  hourly  rates  for  any  one  or  more  of  the 
seven  classifications  designated  in  Supplement  No.  4,  the  going  rate  in  each  craft  in 
accordance  with  the  classification  existing  prior  to  the  application  of  Supplement 
No.  4  for  mechanics  or  helpers  at  each  point  on  each  of  the  several  railroads,  shall 
be  used  as  the  base  rate  to  which  will  be  added  the  increases  provided  for  in  section  C, 
Article  II,  General  Order  No.  27. 

(e)  Example  1. — Assume  that  in  yard  B,  75  wood  freight  car  builders  or  repairers 
are  employed,  the  base  hourly  rates  in  December,  1915,  were  15,  at  32  cents  per  hour; 
31,  at  33  cents  per  hour;  17.  at  34i  cents  per  hour;  12,  at  36  cents  per  hour. 

Thirty-three  cents  thus  becomes  the  going  rate  for  the  basis  of  computing  the 
hourly  increase  for  all  wood  freight  car  builders  or  repairers  in  yard  B.  General 
Order  No.  27,  Article  II,  section  C,  using  the  going  rate  of  33  cents,  establishes  a 
rate  of  46.75  or  13.75  cents  increase  over  the  December,  1915,  hourly  rate.  Between 
January  1,  1916,  and  December  31.  1917,  increases  amounting  to  9  cents  per  hour 
had  been  put  into  effect.  The  net  increase  established  by  (ienral  (^rder  No.  27  is 
therefore  4.75  cents  per  hour  to  hourly  workers,  and  represents  the  total  increase 
per  hour  to  pieceworkers  of  the  same  class  in  yard  B.  The  same  method  of  procedure 
will  apply  to  each  of  the  respective  groups  of  employees,  such  as  upholsterers,  coach 
carpenters,  cabinetmakers,  passenger  or  freight  steel  car  body  builders  or  repairers, 
truck  builders  or  repab'ers,  coach  painters,  locomotive  painters,  locomotive  carpen- 
ters, molders,  coremakers,  electricians,  signal  men  and  signal  maintainors,  tinners, 
pipe  fitters,  coppersmiths,  sheet-metal  workers,  and  all  classified  and  used  as  helpers. 

(/)  Where  piecework  rates  or  pieceworkers  received  no  increase  between  January 
1,  1916,  and  December  31,  1917,  it  is  evident  that  the  average  earning  rate  was  suffi- 
ciently in  excess  of  the  hourly  rate  to  cover  any  increases  that  may  have  been  granted 
hourly  workers.  In  determining  the  increase  to  such  pieceworkers,  they  shall 
receive  the  same  increase  per  hour  as  accrues  to  the  hourly  worker  under  General 
Order  No.  27,  illustrated  herein  by  example  1.  paragi-aph  (c). 

{())  The  application  of  increa.ses  to  machinists,  boilermakers  and  blacksmiths, 
who  are  on  the  piecework  basis,  shall  be  as  above  outlined  (see  example  2),  except 
where  the  establishment  of  the  minimum  rate  of  55  cents  per  hour  is  less  than  the 
increase  provided  for  in  section  C,  Article  II,  General  Order  No.  27,  in  which  case 
the  greater  increase  will  apply.     (See  example  3.) 

(h)  Example  2. — In  December,  1915,  machinists  in  shop  C  were  paid  a  going  rate 
of  35  cents  per  hour.  Section  C,  Article  II,  General  Order  No.  27,  establisnes  a  rate 
of  49.50  cents  per  hour.  This  would  automatically  go  to  the  minimum  rate  of  55 
cents  per  hour,  or  20  cents  increase  over  the  December,  1915.  hourly  rate.  Between 
January  1,  1916,  and  December  31,  1917,  increases  amounting  to  9  cents  per  hour 
had  been  put  into  effect.     The  net  increase  established  by  General  Order  No.  27 
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is  therefore  11  cents  per  hour  to  hourly  workers  and  represents  the  total  increase  per 
hour  to  the  machinists  on  piecework  in  shop  C. 

(i)  Example  S. — In  December,  1915,  machinists  in  shop  D  were  paid  a  goins:  rate 
of  42  cents  per  hour.  The  new  rate  provided  for  in  section  0,  Article  II,  of  General 
Order  No.  27,  is  58.25  cents  per  hour,  making  an  increase  of  16.25  cents  per  hour  over 
the  December,  1915.  hourly  rate.  Between  January  1, 1916,  and  December.  81  1917, 
increases  amounting  to  9  cents  per  hour  had  been  put  into  effect.  The  net  increases 
established  by  General  Order  No.  27  is  therefore  7.25  cents  per  hour  to  hourly  work- 
ers, and  represents  the  total  increase  per  hour  to  the  machinists  on  piecework  in 
shop  D. 

(j)  If  the  increase  for  pieceworkers  under  General  Order  No.  27.  added  to  their  aver- 
age hourly  straight-time  piecework  earnings,  by  pay  period,  do  not  equal  the  minimum 
hourly  rates  established  for  hourly  workers  of  the  same  class,  the  back  pay  due  such 
pieceworkers,  by  pay  periods.  January  1,  1918,  to  July  31.  1918.  inclusive,  will  be 
computed  on  the  basis  of  the  minimum  hourly  rates  applicable  to  the  respective 
classes,  as  per  Supplement  No.  4. 

(Z-)  Example  4- — Pieceworker  E,  guaranteed  a  58-cent  minimum  hourly  rate  by 
Supplement  4,  worked  208  straight-time  hours  in  March,  191S;  his  average  piecework 
earnings  for  this  pay  period  were  55  cents  per  hour,  including  the  increase  under 
General  Order  No.  27.  Pieceworker  E  therefore  receives  the  minimum  rate  of  58 
cents  per  hour  for  the  March  pay  period. 

(I)  Example  5. — Pieceworker  F,  guaranteed  a  5S-cent  minimum  hourly  rate  by 
Supplement  4,  worked  208  straight-time  hours  in  March.  1918:  his  average  piecework 
earnings  for  this  pay  period  equals  60  cents  per  hour,  including  the  increase  under 
General  Order  No.  27.  Pieceworker  F.  having  exceeded  the  minimum  rate  of  58 
cents  per  hour  for  the  March  pay  period,  receives  back  pay  at  the  60-cent  rate. 

(m)  Example  6. — Pieceworker  G,  guaranteed  a  58-cent  minimum  hourly  rate  by 
Supplement  4,  worked  a  total  of  268  hours  in  August,  1918,  divided  as  follows:  50 
straight-time  hours  on  hourly  work  at  58-cent  rate,  158  straight-time  hours  on  piece- 
work, average  earnings  per  hour  65  cents,  20  hours  overtime  on  hourly  work  at  the 
rate  of  one  and  one-half  time,  or  58  plus  29,  equaling  87  cents  per  hour,  and  40  hour's 
overtime  on  piecework,  or  65  plus  32.50,  ecjualing  97.50  cents  per  hour  (as  per  Art. 
II,  sec.  A),  the  total  earnings  for  the  August  pay  period  are  as  follows: 

50  hom-s,  at  58  cents  per  hoiu" $29. 00 

158  hours,  at  65  cents  per  hour 102.  70 

20  hours,  at  87  cents  per  hour 17.  40 

40  hours,  at  97.50  cents  per  hour 39. 00 

Total 188. 10 

GENERAL   APPLICATION    OF  INCREASES   SUPPLEMENT   4   TO   GENERAL   ORDER  27. 

Article  II. 

ia)  The  increases  provided  for  in  Supplement  No.  4  to  General  Order  No.  27  apply 
only  to  hourly,  daily,  weekly,  or  monthly  rates,  with  the  proviso  that  in  no  case 
shall  a  piece  worker  be  compensated  for  service  rendered  from  January  1,  1918,  to 
July  31,  1918,  or  thereafter,  at  a  less  rate  per  hour,  for  each  straight  time  hour  worked, 
than  the  minimum  rate  established  for  the  hourly  worker  as  per  the  respective  classi- 
fications. Effective  August  1,  1918,  the  one  and  one-half  time  rate  for  overtime 
applies  to  piece  workers  as  well  as  to  hourly  rated  employees. 

(6)  Increases  provided  for  in  General  Order  No.  27  for  hourly,  daily,  weekly  and 
monthly  paid  employees,  were  canceled  with  the  issuance  of  Supplement  No.  4, 
and  in  no  manner  refer  to  or  affect  the  increases  provided  for  in  Supplement  No.  4 
to  General  Order  No.  27. 

(c)  The  hours  of  ser\dce  and  overtime  provisions  of  Supplement  4,  Article  IV, 
section  2,  do  not  apply  to  supervisory  forces  on  monthly  salary,  referred  to  in  Supple- 
ment 4,  Article  III,  section  5. 

{d)  Monthly  supervisory  forces  specified  in  Supplement  4,  Article  III,  section  5, 
assigned  to  inspect  new  equipment  under  construction  by  contract,  shall  receive  the 
salary  increase  of  ?40  per  month. 

(e)  Excepting  salaried  supervisory  forces  and  coach  cleaners,  employees  coming 
within  the  classifications  specified  in  Supplement  No.  4  to  General  Order  No.  27, 
shall  be  paid  for  overtime  as  provided  in  section  2,  Article  IV,  of  Supplement  No.  4. 

(f)  Employees  voluntarily  leaving  the  service. — The  amount  accruing  under  the  pro- 
visions of  Supplement  4  to  General  Order  No.  27  will  not  accrue  to  those  employees 
who  left  the  sei^vice  voluntarily  to  accept  or  secure  employment  at  some  other  point 
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on  the  same  railroad  or  on  another  railroad,  or  elsewhere,  because  remainiuo;  in  the 
service  at  the  point  employed,  unless  transferred,  was  the  consideration  upon  which 
the  promise  to  make  the  increases  effective  as  of  January  1,  1918,  was  based. 

Article  III. 

RATES    BASED    UPON    YEARS    OP    EXPERIENCE. 
[Sup.  No.  4,  Art.  II,  sees.  2,  2-A  and  2-B.] 

(a)  Employees  performing  work  recognized  as  mechanics'  work  in  the  respective 
trades,  who  by  agreement  with  duly  authorized  committees  representing  the  craft 
or  crafts,  have  had  their  rates  leveled  up  to  that  of  the  mechanic,  shall  receive  the 
mechanics'  rate  as  per  Article  II,  sections  1  and  1-A;  otherwise  Article  II,  sections  2, 
2-A  and  2-B  will  apply.  The  j^eriod  of  experience  on  mechanics'  work,  in  the  trade 
employed,  shall  be  cumulative. 

Example  7. — Employee  H  worked:  12  months  on  machinists'  work  for  railroad  C, 
6  months  on  machinists'  work  in  navy  yards  D,  12  months  on  machinists'  work  in 
manufacturing  plant  E,  18  months  on  machinists'  work  for  railroad  by  whom  now 
employed.     Total,  4  years.     Such  employees  should  be  paid  the  machinists'  rate. 

(b)  Nothing  in  the  above  section  shall  be  construed  to  mean  that  mechanics  of  the 
respective  trades  who  have  qualified  as  such  in  other  industries,  shall  be  paid  less 
than  the  minimum  rates  specified  in  Article  II,  sections  1  and  1-A  of  Supplement 
No.  4,  upon  entering  railroad  service. 

Article  IV. 

EXPENSE   ALLOWANCE. 

[Sees.  4  and  5,  Art.  IV,  Sup.  No.  4  to  General  Order  No.  27.] 

The  allowance  for  expenses  provided  for  in  section  4,  Supplement  No.  4  to  General 
Order  No.  27,  is  the  same  as  shown  in  section  5,  and  is  at  the  rate  of  .$2  per  day  for  three 
meals  and  lodging — 50  cents  per  meal,  50  cents  for  lodging.  It  is  not  intended  to  make 
this  feature  retroactiAe  prior  to  August  1,  1918. 

Article  V. 

supervisory  forces. 

[See.  1,  Art.  Ill,  Sup.  4  to  General  Order  27.] 

This  section  applies  to  minor  supervisory  forces  who  are  held  responsible  for  the 
work  of  their  gang,  have  been  so  recognized,  and  who  shall  receive  5  cents  per  hour 
in  excess  of  the  minimum  hourly  rate  established  for  the  craft. 

Article  VI. 

WHEEL   SHOP   employees. 
[General  Order  27,  Sup.  4,  Art.  I,  sees.  1  and  1-B.] 

(o)  Employees  boring  and  turning  wheels,  and  turning  axles  in  wheel  shop,  are 
classified  as  machinists  by  section  1,  Article  I.  of  Supplement  No.  4  to  General  Order 
No.  27. 

{b)  Employees  pressing  on  and  off  wheels  are  classified  as  machinists'  helpers  by 
fectionl-B,  Article  1  of  Supplement  No.  4  to  General  Order  No.  27,  and  receive  an 
increase  of  13  cents  per  hour  over  rate  in  effect  January  1,  1918,  prior  to  application 
of  General  Order  No.  27,  with  a  minimum  guaranteed  rate  of  45  cents  per  hour. 

Article  VII. 

FLUE    WORK. 
[Sup.  No.  4,  Art.  I,  sees.  2  and  2-B.l 

(a)  Flue  work,  boiler  department,  includes  flue  welders  under  ])oiler  foremen. 
(6)  Heat«rs  and  helpers  assisting  welders  shall  be  classed  as  boilermaker  helpei"S. 
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Article  VIII. 

RIVET    HEATERS. 

(a)  Include  rivet  heaters  in  Supplement  No..  4,  Article  I,  section  2-B.  Rivet 
heatei's  under  18  years  of  age  shall  be  paid  25  cents  per  hour  until  they  reach  the  age  of 
18,  and  thereafter  helpers'  rates. 

(h)  Rivet  heaters  in  Supplement  No.  4.  Article  I,  section  6-B,  under  18  years  of 
age  shall  be  paid  25  cents  per  hour  until  they  reach  the  age  of  18,  and  thereafter  helpers' 
rates. 

Article  IX. 

ELECTRICAL   WORKERS. 

[Sup.  No.  4,  Art.  I,  sees.  5  and  5-A.] 

It  is  not  necessary  for  an  electrical  worker  to  be  competent  to  perform  all  items  of 
work  specified.  Employees  skHled  in  any  of  this  work  shall  be  paid  the  rate  estab- 
lished for  the  respective  class. 

Article  X. 

MATERIAL   CARRIERS   AND   HELPERS. 

(fl)  Material  carriers  in  Supplement  No.  4,  Article  I,  section  6-B,  applies  only  to 
employees  regularly  engaged  in  selecting  and  distributing  material  to  mechanics  in 
car  department. 

(6)  Laborers  shall  not  be  classified  as  helpers  in  the  seven  basic  trades,  unless  they 
actually  perform  work  recognized  as  helpers'  work. 

Article  XL 

LOCOMOTIVE    CRANE    OPERATORS. 

[Sec.  6,  Art.  I,  Sup.  No.  4  to  General  Order  No.  27.] 

Locomotive  crane  operators,  when  employed  in  the  car  and  locomotive  shop  yards, 
shall  be  considered  under  the  same  classification  as  "wrecking  derrick  engineer"  in 
section  6,  Article  I,  Supplement  No.  4  to  General  Order  No.  27,  and  receive  13  cents 
per  hour  over  the  rate  in  effect  January  1,  1918,  prior  to  the  application  of  General 
Order  No.  27,  with  a  guaranteed  minimum  of  58  cents  per  hour.  (WTiere  employed  in 
other  departments  they  shall  be  considered  under  the  same  classification  as  pile  driver, 
ditching  and  hoisting  engineers,  in  Article  I,  section  b  of  Supplement  No.  8  to  General 
Order  No.  27.) 

Article  XII. 

DERRICK   engineer. 

[Sec.  6,  Art.  I,  Sup.  No.  4  to  General  Order  No.  27.] 

' '  Wrecking  derrick  engineers  "  covers  the  engineer  operating  a  power  driven  crane 
employed  principally  for  clearing  up  wrecks. 

Article  XIII. 

holders   AND   helpers — CUPOLA   TENDERS. 
[Sup.  No.  4,  Art.  I,  sees.  7  and  7-B.] 

(a)  A  cupola  tender  is  interpreted  to  be  one  who  supervises  the  cupola  and  pre- 
scribes the  charge,  the  fuel  to  be  used  and  drawing  the  melt. 

(6)  Cupola  tender  helpers  shall  receive  an  increase  of  13  cents  per  hour  over  rates 
in  effect  as  of  January  1,  1918,  prior  to  the  application  of  General  Order  No.  27,  with 
a  guaranteed  minimum  rate  of  45  cents  per  hour. 

(c)  Employees  in  charge  of  brass  melting  in  foundry  shall  receive  not  less  than  the 
molder's  minimum  rate,  and  helpers  the  same  as  helpers  in  section  (6)  of  this  article. 
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Article  XIV. 

These  interpretations  shall  apply  to  all  addenda,  amendments,  and  interpretations 
to  Supplement  No.  4  to  General  Order  No.  27,  from  their  respective  effective  dates. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Interpretation  No.  4  to  General  Order  No.  27. 

Employee' s  claim. — That  he  was  in  the  employ  of  the  railroad  from  a  date  prior  to 
January  1,  1918,  up  to  6  a.  m.,  June  1,  1918. 

Eviployef  s  claim. — That  employee's  tour  of  duty  was  from  6  p.  m.  of  one  day  until 
6  a.  m.  the  next,  and  that  the  last  "day"  on  which  the  employee  worked  was  May 
31,  1918,  although  his  hours  extended  to  6  a.  m.,  June  1,  1918;  that  the  employee  left 
the  service  voluntarily. 

Decision. — Employee  having  been  in  the  service  on  May  25,  1918,  the  date  of  the 
issuance  of  General  Order  No.  27,  is  entitled  to  back  pay  for  serAiccs  rendered  from 
January  1,  1918,  to  the  date  he  left  the  service. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 


Interpretation  No.  5  to  General  Order  No.  27. 

Employee's  claim. — On  and  prior  to  December  .31,  1915,  employee  occupied  position 
as  agent  at  a  certain  salary.  In  July,  1917,  his  position  was  changed  at  the  same 
salary  and  continued  until  June,  1918.  Employee  claims  the  increase  afforded  by 
General  Order  No.  27  upon  his  salary  as  of  December  31,  1915. 

Employer' s  claim. — The  position  occupied  by  the  cmployi^e  on  May  25,  1918,  was 
at  a  lower  salary  on  December  31,  1915,  than  was  paid  to  the  position  occupied  by 
the  employee  on  May  25,  1918;  therefore,  the  increase  afforded  by  General  Order 
No.  27  should  be  based  upon  the  salary  of  the  position  and  not  upon  the  salary  of  the 
man. 

Demion.— General  Order  No.  27,  Article  II,  section  F,  paragraph  1,  explicitly 
provides  that  the  wage  runs  with  the  place.  Therefore,  the  increase  should  be  applied 
to  the  salary  which  the  position  paid  on  December  31,  1915. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 


Interpretation  No.  6  to  General  Order  No.  27. 

Position  of  employee. — A  station  agent  on  a  certain  railroad  has  been  paid  a  salary  of 
$20  per  month,  and  it  is  claimed  by  this  cmjiloyee  that  article  2,  section  F,  paragraph 
12,  of  General  Order  No.  27,  does  not  apply  to  his  case,  in  that  the  service  he  renders 
is  not  special  service,  as  he  is  performing  all  work  of  an  agent,  and  is  subject  to  call 
the  entire  elay,  performing  work  as  it  transpires. 

Position  of  the  company. — The  company  claims  that  the  employee  in  question 
devotes  only  a  portion  of  his  time  to  the  service  of  the  company  in  the  capacity  of 
station  agent  without  telegraph  service,  and  that  he  is  engaged  in  business  in  the 
town  in  which  employed,  and  that  he  is  not  (>ntitl('d  to  an  increase  in  wages  under 
article  2,  S(>ction  F,  paragi'aph  12,  of  General  Order  No.  27. 

The  question  for  interpretation  is.  In  view  of  the  fact  that  the  claimant  performs 
all  of  the  work  required  at  the  station  employed  and  is  only  paid  $20  per  month,  is  he 
entitleel  to  an  increase  under  General  Oreler  No.  27? 

Decision.- — The  claimant  is  performing  special  service,  and  is  excluded  from  increase 
in  wages  by  article  2,  paragraph  12,  section  F,  of  General  Order  No.  27,  and  paragraph 
(a),  article  4,  supplement  11,  of  General  Oreler  No.  27,  which  reads  as  follows: 

"The  pro\dsions  of  this  order  will  not  apply  in  cases  where  amounts  less  than  $30 
per  month  are  paid  to  individuals  for  special  service  which  only  takes  a  portion  of 
their  time  from  outside  emplovment  or  business." 

W.  G.  McAnoo, 
Director  General  of  Railroads. 
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Interpretation  No.  7  to  General  Order  No.  27. 

Claim  of  employee. — Prior  to  March  1,  1918,  the  claimant  was  employed  as  assistant 
passenger  and  ticket  assent  at  a  salary  of  $80  per  month.  His  duties  consisted  of  selling 
tickets,  solicitins:  passenger  business,  and  acting  as  telegraph  operator. 

On  March  1,  1918,  the  position  of  assistant  being  closed,  the  employee  claims  that 
he  was  officially  checked  in  as  city  passenger  and  ticket  agent  by  the  company's 
traveling  auditor,  increasing  his  duties  due  to  the  fact  that  he  had  to  handle  both 
positions. 

The  employee  claims  that  he  understood  from  telephone  conversation  with  the 
assistant  passenger  agent  that  he  would  be  checked  in  temporarily,  as  it  had  not  been 
definitely  decided  who  would  be  appointed  to  the  position.  The  employee  served 
in  this  capacity  from  March  1,  1918,  until  May  1,  1918,  at  which  time  consolidation 
of  certain  ticket  offices  made  it  necessary  for  him  to  go  to  the  consolidated  ticket 
offices. 

The  claim  of  the  employee  is  that  he  did  not  receive  the  salary  of  the  city  passenger 
ticket  agent,  which  was  $120  per  month,  which  rate,  under  General  Order  No.  27, 
would  have  been  advanced  to  $131.75,  and  that  he  was  only  paid  his  salary  that  he 
was  receiving  as  assistant. 

He  further  claims  that  if  he  had  been  paid  the  salary  of  the  city  passenger  ticket 
agent  for  the  time  served  in  that  capacity  he  would  have  been  transferred  to  the  con- 
solidated ticket  office  at  the  same  rate,  as  this  was  the  practice  followed  in  transferring 
other  employees  to  the  consolidated  ticket  offices. 

In  other  words,  the  employee  claims  that  his  present  rate  of  pay  should  be  $131.75 
per  month  instead  of  $112.70,  which  rate  was  applied  in  accordance  with  General 
Order  No.  27  to  the  position  which  formerly  paid  $80  per  month. 

Claim  of  company. — The  railroad  company  claims  that  the  employee  was  assigned 
to  the  position  of  city  passenger  and  ticket  agent  temporarily,  and  that  they  did  not 
consider  that  he  was  entitled  to  an  increase  based  upon  the  rate  formerly  paid  this 
position. 

The  question  for  interpretation  is.  In  view  of  the  fact  that  the  employee  was  per- 
forming the  work  of  city  passenger  and  ticket  agent  and  not  receiving  the  rate  applied 
to  this  position,  should  his  rate  under  the  provisions  of  General  Order  No.  27  be  based 
on  the  rate  formerly  paid  to  the  position  he  was  filling? 

Decision. — The  claimant  was  from  March  1,  1918,  until  the  date  of  the  consolidation 
of  the  ticket  offices.  May  1,  1918,  in  charge  of  the  office  and  performed  the  duties  of 
city  ticket  agent,  and  is  therefore  entitled  to  the  rate  paid  that  position  plus  increase 
in  accordance  with  the  provisions  of  General  Order  No.  27. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Interpretation  No.  8  to  General  Order  No.  27. 

As  there  seems  to  have  been  a  misunderstanding  on  some  railroads  as  to  the  applica- 
tion of  General  Order  No.  27,  the  said  order  is  hereby  interpreted  to  apply  to  all 
persons  in  the  employment  of  the  railroads  earning  less  than  $250  per  month  in  De- 
cember, 1915.  Where  such  persons  have  not  been  granted  the  increases  provided 
for  in  General  Order  No.  27,  such  increases  will  be  made  applicable  retroactive  to 
January  1,  1918,  and  until  superseded  by  supplements  thereto. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Interpretation  No.  9  to  General  Order  No.  27  Supplements  and  Interpre- 
tations Affected. 

Question.  If  an  employee  covered  by  the  provisions  of  General  Order  No.  27  and 
subsequent  wage  orders  issued  by  the  director  general  in  connection  therewith,  whose 
salary  is  $250  or  less  per  month,  is  required  to  work  overtime,  and  in  a  given  month 
his  total  wage,  including  overtime,  amounts  to  more  than  $250,  is  it  the  intention  to 
restrict  his  earnings  per  month  to  $250? 

Decision.  Overtime  is  not  to  be  considered  as  salary. 

Walker  D.  Hines, 
_  Director  General  of  Railroads. 
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Interpretation  No.  10  to  General  Order  No.  27  Amendments,  Addenda,  and 
Interpretation  Affected. 

statement. 

Article  V.  General  Order  No.  27: 

"When  women  are  employed,  their  working  conditions  must  be  healthful  and 
fitted  to  their  needs.  The  laws  enacted  for  the  government  of  their  employment 
must  be  observed  and  their  pay,  when  they  do  the  same  class  of  work  as  men,  shall  be 
the  same  as  that  of  men." 

And  all  subsequent  wage  orders  issued  in  connection  therewith  expressly  stipulate 
that  women,  when  they  do  the  same  class  of  work  as  men.  shall  receive  the  same. pay 
as  that  of  men. 

Question.  Should  women  employed  and  assigned  to  perform  the  same  class  of  work 
as  men,  although  the  work  has  been  rearranged  so  as  to  be  healthful  and  fitted  to 
their  needs,  receive  the  same  rate  of  pay  as  that  of  men? 

Decision.  Yes. 

Walker  D.  Hines. 
Director  General  of  Railroads. 

Interpretation  No.  11  to  General  Order  No.  27  and  Interpretation  No.  7  to 
Supplement  No.  4  Amendments,  Addenda,  and  Interpretations  Affected. 

statement. 

Many  questions  have  arisen  as  to  the  paj'ment  of  back  pay  due  under  section  F. 
paragraph  (9),  Article  II  of  General  Order  No.  27.  reading: 

"The  wage  increases  provided  for  herein  shall  be  effective  as  of  January  1.  1918, 
and  are  to  be  paid  according  to  the  time  served  to  all  who  were  then  in  the  rail- 
road service  or  who  have  come  into  such  service  since  and  rema  ned  therein.  The 
proper  ratable  amount  shall  also  be  paid  to  those  who  have  been  for  any  reason  since 
January  1.  1918,  dismissed  from  the  ser\dce.  but  shall  not  be  paid  to  those  who  have 
left  it  voluntarily.  Men  who  have  left  the  railroads  to  enter  the  Army  or  Navy  shall 
be  entitled  to  the  pro  rata  increases  accruing  on  their  wages  up  to  the  time  they  left, 
and  the  same  rule  shall  apply  to  those  who  have  passed  from  one  branch  of  the  rail- 
road service  or  from  one  road  to  another." 

And  sections  1  and  1-A,  Article  IV.  Supplement  No.  4  to  General  Order  No.  27, 
reading: 

"Section  1.  Each  railroad  will  in  payments  to  employees  on  and  after  July  1, 
1918.  include  these  increases  therein. 

"  Sec  1-A.  The  increases  in  wages  and  the  rates  established  herein  shall  be  effec- 
tive as  of  January  1.  1918.  and  are  to  be  paid  according  to  the  time  served  to  all  who 
were  then  in  the  railroad  service,  or  who  have  come  into  such  service  since  and 
remained  therein.  A  proper  ratable  amount  shall  also  be  paid  to  those  who  for  any 
reason  since  January  1.  1918.  have  been  dismissed  from  the  serAace.  but  shall  not  be 
paid  to  those  who  left  it  voluntarily.  Men  who  have  left  the  railroad  service  to  enter 
the  military  service  of  the  Army  or  Navy  shall  be  entitled  to  the  pro  rata  increase 
accruing  on  their  wages  up  to  the  time  they  left,  and  the  same  rule  shall  apply  to 
those  who  have  been  transferred  from  one  branch  of  the  railroad  service,  or  from  one 
road  to  another." 

Question  1.  Should  an  employee  who  left  the  railroad  serv-ice  prior  to  the  issuance 
of  general  order  No.  27  or  supplement  No.  4,  to  enter  or  enlist  in  the  United  States 
Army  or  Navy,  or  in  the  Army  or  ^avy  of  our  associates  in  the  war,  be  entitled  to 
back  pay? 

Decision.  Yes;  upon  satisfactory  proof. 

Question  2.  What  is  meant  by  the  word  "passed"  as  used  in  section  F,  paragraph 
(9),  Article  II  of  general  order  No.  27,  and  the  word  "transferred"  as  used  in  section 
1-A,  Article  IV  of  supplement  No.  4  to  general  order  No.  27? 

Decision.  "Passed"  or  "transferred"  shall  apply  to  employees  who  were  passed 
or  transferred  to  another  department,  or  from  one  division  to  another,  or  from  one 
railroad  to  another,  by  the  officers  of  the  railroad,  or  where  such  transfer  was  arranged 
by  the  officers  of  the  organizations  of  which  the  employees  were  members. 

Question  3.  Should  an  employee  who  resigned  voluntarily  on  account  of  physical 
inability  to  continue  in  the  service  be  entitled  to  back  pay? 

Decision.  Yes;  upon  satisfactory  proof. 
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Question  4.  Should  an  employee  granted  a  leave  of  absence  by  the  duly  authorized 
officer  of  the  railroad  and  engaging  in  other  than  railroad  service  during  such  leave, 
except  organization  committee  •work,  be  entitled  to  back  pay? 

Decision.  No. 

Question  5.  Should  an  employee  who  resigned  voluntarily  after  12.01  a.  m.,  May 
25,  191S,  the  date  of  issuance  of  general  order  No.  27,  be  entitled  to  back  pay  accruing 
under  this  order? 

Decision.  Yes. 

Question  6.  Should  an  employee  who  resigned  voluntarily  prior  to  12.01  a.  m., 
July  1,  1918  (the  date  on  which  the  increases  provided  for  in  supplement  No.  4  of 
general  order  No.  27,  were  included  in  payments  due  employees  coming  under  the 
provisions  thereof),  be  entitled  to  back  pay  accruing  under  supplement  No.  4? 

Decision.  No. 

Question  7.  Should  an  employee  who  resigned  voluntarily  after  12.01  a.  m.,  July 
1,  1918  (the  date  on  which  the  increases  provided  for  in  supplement  No.  4  to  general 
order  No.  27  were  included  in  payments  due  employees  coming  under  the  provisions 
thereof),  be  entitled  to  back  pay  accruing  under  supplement  No.  4? 

Decision.  Yes. 

Question  8.  Should  an  employee  who  resigned  voluntarily  to  accept  or  secure 
employment  at  some  other  point  on  the  same  road,  or  on  another  road,  or  elsewhere, 
be  entitled  to  back  pay? 

Decision.  No;  because  remaining  in  the  service  at  the  point  employed,  except  as 
herein  defined,  was  the  consideration  upon  which  the  promise  to  make  the  increase 
effective  as  of  January  1,  1918,  was  based. 

Walker  D.  Hines, 
Director  General  of  Railroads, 

Supplement  No.  1  to  General  Order  No.  27. 

The  following  will  be  added  as  general  rules  to  section  F,  Article  II: 
"(14)  For  positions  created  since  December,  1915,  the  salaries  will  be  readjusted 
so  as  to  conform  to  the  basis  established  in  General  Order  No.  27,  for  positions  of 
similar  scope  or  responsibility. 

"(15)  Where  wages  were  increased  through  arbitration  or  other  general  negotia- 
tions, which  cases  were  definitely  closed  out  prior  to  December  1,  1915,  but  which 
for  any  reason  were  not  put  into  effect  until  after  January  1,  1916,  the  increases  fixed 
by  General  Order  No.  27  will  be  applied  to  such  basis  of  wages  as  if  they  were  in 
effect  in  December,  1915." 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Supplement  No.  2  to  General  Order  No.  27. 

The  terms  and  conditions  of  the  above  order  will  apply  to  the  Pullman  Co.  operat- 
ing department,  except  that  on  account  of  the  peculiar  character  of  the  employment 
of  conductors,  porters,  and  maids,  in  that  provision  is  made  for  rest  and  sleep  while 
actually  on  duty,  it  is  impracticable  to  apply  a  basic  eight  hour  day  to  such  service. 
It  is  therefore  ordered  that  with  respect  to  conductors, porters,  and  maids,  the  increases 
shall  be  upon  the  basis  shown  in  section  A  of  article  2  relatiA^e  to  "monthly  wages"; 
but  article  3  relative  to  basic  eight  hour  day  will  not  be  applicable  thereto. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 


1578      EXTENSION   OF   GOVERNMENT   CONTROL   OF   RAILROADS. 


Supplement  No.  3  to  General  Order  No.  27. 

The  following  railroads  are  hereby  added  to  and  made  a  part  of  Article  I  of  General 
Order  No.  27: 


A. 

Abilene  &  Southern. 
Ahnapee  &  Western  Ry. 
Akron  &  Barberton  Belt  R.  R. 
Akron,  Union  Passenger  Depot  Co. 
Albany  Railroad  Bridge  Co. 
Allegheny  Terminal  Co. 
Allentown  Terminal  R.  R. 
Alton  &  Southern  Ry. 
Arkansas  Central  R.  R.  Co. 
Arkansas  &  Memphis  Ry.  Bridge  &  Ter- 
minal Co. 
Arkansas  Western  Railway  Co. 
Arminius  Branch. 
Asheville  &  Craggy  Mountain  Ry. 
Asheville  &  Southern  Ry. 
Ashland  Coal  &  Iron  Ry. 
Atchison  &  Eastern  Bridge  Co. 
Atchison  Union  Depot  &  R.  R.  Co. 
Atlantic  &  Yadkin  Ry. 

B. 

Batimore  &  Ohio  Chicago  Terminal  R.R. 

Baltimore  &  Sparrows  Point  R.  R. 

Baring  Cross  Bridge  Co. 

Barre  &  Chelsea  R.  R. 

Bath  &  Hammondsport  R.  R. 

Battle  Creek  &  Stmgis  R.  R. 

Bay  City  Belt  Line  R.  R. 

Bay  City  Terminal  Co. 

Beaumont  &  Great  Northern  R.  R. 

Beaumont,  Sour  Lake  &  Western. 

Beaumont  Wharf  &  Terminal  Co. 

Bellingham  &  Northern  Ry. 

Belt  Ry.  of  Chicago. 

Bethel  Granite  Ry. 

Big  Fork  &  International  Falls  Ry. 

Blue  Ridge  Ry. 

Boon\'ille,  St.  Louis  &  Southern  Ry. 

Boston  Terminal  Co. 

Bowling  Green  R.  R. 

Brandon,  Devil's  Lake  &  Southern  Ry. 

Brooklyn  Eastern  District  Terminal  R.  R. 

Brownwood  North  &  South  Ry.  Co. 

Buffalo  Creek  R.  R. 

Buffalo  Union  Terminal  R.  R. 

Butte,  Anaconda  &  Pacific  Ry.  Co. 

C. 

Cairo  &  Thebes  R.  R. 

Calumet  Western  Ry. 

Camas  Prairie  R.  R. 

Canada  Southern  Bridge  Co. 

Canada  Southern  R.  R. 

Carolina  &  Northwestern  Ry. 

Carolina  &  Tennessee  Southern  Ry.  • 

Centralia  Eastern  R.  R. 

Central  Indiana. 

Central  Terminal  Ry. 


Central  LTnion  Depot  of  Cincinnati,  Ohio. 
Cherry  Tree  &  Dixon^alle  R.  R. 
Chesapeake  &  Ohio  Northern  Ry. 
Chesapeake  &  Ohio  Ry.  of  Ind. 
Chicago  Heights  Terminal  Transfer  R.  R. 
Chicago  Junction  Ry. 
Chicago,    Kalamazoo   &   Saginaw  R.    R. 

(controlled  by  M.  C.  &  N.  Y.  C.  R.  R.). 
Chicago,    Kalamazoo  &   Saginaw  R.   R. 

(operated  by  Grand  Trunk  R.  R.). 
Chicago  &  Kalamazoo  Terminal  Ry. 
Chicago,  Milwaukee  &  Gary  R.  R. 
Chicago  River  &  Indiana. 
Chicago  LTnion  Station  Co. 
Chicago  &  Western  Indiana  R.  R. 
Cincinnati,     Bumside     &     Cumberland 

River  Ry. 
Cincinnati  &  Dayton  R.  R. 
The  Cincinnati  Inter-Terminal  R.  R. 
Cincinnati,  Lebanon  &  Northern  Ry. 
Cincinnati,  Saginaw  &  Mackinaw  R.  R. 
Coal  River  Rv. 

Coeur  D'Alene  &  Pend  OreUle  Ry. 
Colorado  Springs  &  Cripple  Creek  Dist. 

Ry. 
Columbiis,  Findlay  &  Northern  R.  R. 
Connecticut  River  R.  R. 
Connecting  Terminal  R.  R. 
Copper  Range  Railroad. 
The  CoAdngton  &  Cincinnati  Elevated  R. 

R.  &  Transfer  &  Bridge  Co. 
Cumberland  &  Pennsylvania  R.  R. 
Cumberland  Ry. 

D. 

Dallas  Terminal  Ry.  &  Union  Depot  Co. 

Danville  &  Western  Ry. 

Davenport,  Rock  Island  &  Northwestern 

Ry.  Co. 
Dayton  &  Union  R.  R. 
Dayton  Union  Rv. 
Deep  Creek  R.  R. 
Delta  Southern  Ry. 
Denison  &  Pacific  Suburban  Ry.  Co. 
Denver  Union  Terminal  Ry. 
Des  Moines  LTnion  Ry. 
Des  Moines  Western  Ry. 
Detroit,  Bay  City  &  Western  Ry. 
Detroit  &  Huron  Ry. 
Detroit  Manufacturers  R.  R. 
Detroit  River  Tunnel  Co. 
Detroit  Terminal  Ry.  &  Transportation 

Co. 
Detroit  Terminal  R.  R. 
Detroit,  Toledo  &  Milwaukee  R.  R. 
Direct  Navigation  Co. 
Dover  &  Rockawav  R.  R. 
Duluth  &  Superior  Bridge  R.  R. 
Duluth  Terminal  R.  K. 
Duluth  Union  Depot  &  Transfer  Co. 
Dunleith  &  Dubuque  Bridge  Co. 
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E. 


Easton  &  Western  R.  R. 

E.  St.  Louis  Belt  R.  R. 

E;  St.  Louis  &  Carondelet  Ry. 

E.  St.  Louis  Connecting;  Ry. 

E.  St.  Louis  National  Stock  Yards  Co. 

E.  St.  Louis. 
E.  St.  Louis  &  Suburban. 
Edgewater  Connecting  Ry. 
Edgewater  Terminal  R.  R. 
Elk  Horn  &  Beaver  Valley  Ry. 
Englewood  Connecting  Ry. 
Ensley  Southern  Ry. 
Erie  terminals  R.  R.  Co. 
Escanaba  &  Lake  Superior  R.  R. 
Evansville  &  Indianapolis  R.  R. 


F. 


Farmer's  Grain  &  Shipping  Co.'sR.  R. 

Fort  Dodge,  Des  Moines  &  Soiithern  R.  R. 

Fort  Smith  Suburban  R.  R. 

Fort  Smith  &  Van  Buren  R.  R. 

Fort  Street  Union  Depot  Co. 

Fort  Worth  Belt  R.  R. 

Fort  Worth  Union  Passenger  Station  Co. 


G. 


Galatin  Valley  R.  R. 

Galveston,  Houston  &  Henderson  R.  R. 

Gauley  &  Meadow  River  Ry. 

Gilmore  &  Pittsburg  R.  R. 

Grand  Canyon  Ry.  Co. 

Grand  Rapids  Terminal  Co. 

Grand  Trunk  Junction  Ry. 

Grand  Trunk  Milwaukee  Car  Ferry  Co. 

Granite  City  &  Madison  Belt  Line  R.  R. 

Gray's  Point  Terminal  Ry. 

Great  Falls  &  Teton  County  Ry. 

Great  Northern  Terminal  Co. 

Green  Bay  &  Western  R.  R. 

Greenwich  &  Johnson  villa  R.  R. 


H. 


Hamilton  Belt  Ry. 

Hannibal  Union  Depot  Co. 

Harriman  &  Northeastern  R.  R. 

Hartwell  Railway. 

Hawkinsville  &  Florida  Southern  Ry. 

Helena  Terminal. 

Hibernia  Mine  R.  R. 

High    Point,    Randleman,    Asheboro    & 

Southern  R.  R. 
Houston  Belt  &  Terminal  Ry. 
Houston  &  Brazos  Valley  Ry. 
Houston  &  Shreveport  R.  R. 
Huntingdon  &  Broad  Top  Mountain  R.  R. 


I. 


Iberia  &  Vermillion  R.  R. 
Illinois  Terminal  R.  R. 
Illinoib  Transfer  R.  R. 
Indiana  Harbor  Belt  R.  R.  ■ 
Indianapolis  &  Frankfort  R.  R. 


Indianapolis  Union  Ry. 
Interstate  Car  Transfer  Co. 
Interstate  R.  R.  Co. 
Iowa  &  St.  Louis  Ry. 
Iowa  Transfer  Ry. 
Island  Creek  R.  R. 


Jay  Street  Terminal. 

Joliet  &  Northern  Indiana  R. 

Joplin  Union  Depot  Co. 


R. 


K-anawha  Bridge  &  Terminal  Co. 
Kanawha  &  West  Virginia  Ry. 
Kankakee  &  Seneca  R.  R. 
Kansas  City,  Clinton  &  Springfield  Ry. 

Co. 
Kansas  City  Connecting  R.  R. 
Kansas  City,  Shreveport  &  Gulf  Terminal 

Ry. 
Kansas  City   Stock   Yards  Co.- — Kansas 

City,  Mo. 
Kansas  City  Terminal  Co. 
Kansas  Southwestern  Ry.  Co. 
Keeneys  Creek  R.  R. 
Kentucky  &  Indiana  Terminal  R.  R. 
Keokuk  &  Des  Moines  Ry. 
Keokuk  &  Hamilton  Bridge  Co. 
Keokuk  Union  Depot  Co. 
Kewaunee,  Green  Bay  &  Western  R.  R. 
Kiowa,  Hardtner  &  Pacific  R.  R. 


LackaM'anna  &  Montrose  R.  R. 

Lake  Charles  &  Northern  R.  R. 

Lake  Erie  &  Eastern  R.  R. 

Lake  Erie  &  Pittsburgh  Ry. 

Lake  Superior  &  Ishpeming  Ry. 

Lake  Superior  Terminal  Ry. 

Lake  Superior  Terminal  &  Transfer  Ry. 

Co. 
Lansing  Manufacturers  R.  R. 
Lansing  Transit  Co. 
Lawrenceville  Branch  R.  R. 
Leavenworth  Depot  &  R.  R.  Co. 
Leavenworth  Terminal  Ry.  &  Bridge  Co. 
Lehigh  &  Susquehanna  R.  R. 
Lewiston  &  Auburn  R.  R. 
Lima  Belt  Ry. 
Litchfield  &  Madison  Ry. 
Little  Kanawha  R.  R. 
Little  Rock  Junction  Ry. 
Logan  &  Southern  Ry. 
Lorain,  Ashland  &  Southern  R.  R. 
Lorain  &  West  Virginia  Ry. 
Louisiana  Southern  Ry. 
Louisville  Bridge  Co. 
Louis\'ille  &  Jeffersonville  Bridge  Co. 


M. 


Mackinac  Transportation  Co. 
Macon,  Dublin  &  Savannah  R.  R. 
Manistique  &  Lake  Superior  R.  R. 
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Marquette  &  Bessemer  Dock  ct  Xav.  Co. 
Maumee  Connectine  Ry. 
MajT^'ood  &  Sus^ar  Creek  Ry. 
Memphis  Union  Station  Co! 
Mifhitran  Air  Line. 
Milwaukee  Terminal  Ry. 
Minneapolis  Belt  Line  Co. 
Minneapolis  &  Eastern  Ry. 
Minneapolis  Western  Ry. 
Minnesota  &  International  Ry. 
Minnesota  Northwestern  Electric  Ry. 
Minnesota  Transfer  Ry. 
Mississippi  Central  R.  R. 
Missouri  &  Illinois  Brid.2;e  &  Belt  R.  R. 
Missouri  Pacific  Corporation  in  Illinois. 
Missouri  Pacific  Corporation  in  Nebraska. 
Missoiun  Valley  &  Blair  Ry.  &  Bridge  Co. 
^Montana  Eeastem  Rv. 
Montpelier  &  Wells  River  R.  R. 
Morenci  Southern  Ry. 
Morris  Terminal  Ry. 
Muncie  Belt  Ry. 


N. 


Narragansett  Pier  R.  R. 

Natchez  &  Louisiana  Ry.  Transfer  Co. 

Natchez  &  Southern  Ry. 

New  Iberia  &  Northern  R.  R.  Co. 

New  Jersey  &  New  York  R.  R. 

New  Orleans  Great  Northern. 

New  River,  Holston  &  Western  R.  R. 

New  York  Connecting  R.  R. 

New  York  Dock  Co.  R.  R. 

New  York  &  Long  Branch  R.  R. 

New  Westminster  Southern  Ry. 

Norfolk  &  Portsmouth  Belt  Line  R.  R. 

Norfolk  Terminal  Ry. 

Northern  Alabama  Ry. 

Northern  Maine  Seaport  R.  R. 

Northern  Ohio  R.  R. 

Northern  Pacific  Terminal  Co.  of  Oregon. 

Norway  Branch  R.  R. 

NorthwesteiTi  Terminal  R\-. 


O. 


Ogdcn  Mine  R.  R. 

Ogden  Union  Rv.  &  Depot  Co. 

Oklahoma  Belt  Ry. 

Oklahoma  City  Junction  Ry. 

Ontonagon  R.R. 

Orange  liranch  (Southern  Rv.). 

Orange  &  Northwestern  R.  R. 

Oregon  Electric  Ry. 

Oregon  Tnmk  Ry. 


Pacific  Coast  R.  R. 
Paris  &  (Jreat  Northern  R.  R.  Co. 
Pennsylvania  Terminal  Ry. 
Peoria  &  Bureau  \'allev  R.  R. 
Peoria  &.  Pekin  Union  Ry. 
Peoria  Railway  Terminal  Co. 
Philadelphia  Belt  Line. 
Pierre  &  Port  Pierre  Bridge  Ry. 


Pierre,  Rapid  City  &  Northwestern  Ry, 
Pine  Bluff,  Arkansas  River  R.  R. 
Piney  River  &  Paint  Creek  Ry. 
Piqua  &  Troy  Branch  R.  R. 
Pittsbiu-gh,    Chartiers   &    Youghiogheny 

Ry. 
Pittsburgh,  Ohio  Valley  &  Cincinnati  Rv, 
Pond  Fork  Ry. 

Pontiac,  Oxford  &  Northern  Rv. 
Port  Huron  Southern  Ry. 
Portland  Terminal  Co. 
Port  Townsend  &  Puget  Sound  Ry. 
Poteau  ^'allev  R.  R. 
Pueblo  Union  Depot  &  R.  R.  Cp. 
Puget  Sound  &  Willapa  Harbor  Ry. 

Q. 

Quanah,  Acme  &  Pacific  Ry.  Co. 
Quincy,  Omaha  &  Kansas  City  R.  R. 

R. 

Railway  Transfer  Co. 

Rio  Grande,  El  Paso  &  Santa  Fe  R.  R. 

Rio  Grande  Junction  Ry. 

Rio  Grande  Southern. 

Rio  Grande  Southwestern. 

Riverside,  Rialto  &  Pacific  Ry. 

Rock  Island,  Arkansas  &  Louisiana  R.  R. 

Rock  Island  &  Dardanelle  R.  R. 

Rock  Island-Frisco  Terminal  Ry. 

Rock  Island  Memphis  Terminal. 

Rock  Island,  Stuttgart  &  Southern  Ry. 

Rosljm  Connecting  R.  R. 

Roswell  R.  R. 


St.  Charles  Air  Line. 

St.  Clair  &  Western  R.  R. 

St.  Johnsbury  &  Lake  Champlain  R.  R. 

St.  Joseph  Belt  Ry. 

St.  Joseph  &  Central  Branch  Ry. 

St.  Joseph,  South  Bend  &  Southern  R.  R. 

St.  Joseph  Terminal  R.  R. 

St.  Joseph  L'nion  Depot  Co. 

St.  Louis-Belleville  Electric  Ry. 

St.  Louis  Belt  <k  Terminal  Ry. 

St.  Louis  Bridge  Co. 

St.  Louis  Merchants  Bridge  Terminal  Ry. 

St.  Louis  National  Stock  Yards  Co. 

St.  Louis  &  O' Fallon  Ry. 

St.  Louis  Terminal  Ry. 

St.  Louis  Transfer  Ry. 

St.  Louis,  Tn^y  &  Eastern  R.  R. 

Sainte  Marie  l'nion  Depot  Co. 

St.  Paul  Bridge  &  Terminal  Ry. 

St.  Paul  &  Kansas  City  Short  Line  R.  R. 

St.  Paul  Union  Depot  Co. 

Salt  Lake  City  Union  Depot  &  R.  R.  Co. 

San  Antonio  Belt  &  Terminal  R.  R. 

San  Antonio,  Uvalde  It  Gulf  R.  R. 

Sandy  Vallev  &   Elkhorn  &   Long  Fork 

R.  R. 
Sandy  Vallev  &  Elkhorn  Ry. 
Sapulpa  &  Oil  Field  R.  R. 
Sault  Ste.  Marie  Bridge  Co. 
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Seattle,  Port  An2;ele3  &  Western  Ry. 

Sharpsville  R.  R. 

Shrevepurt  liridge  &  Terminal  Co. 

:8ievern  &  Knoxville  R.  R. 

Sioux  City  Bri(l<j;e  Co. 

Sioux  City  Terminal  Ry. 

South  Cliicao;o  &  Southern  R.  R. 

South  Dayt)n  R.  R. 

Southern  lllin  lis  &  ]\lissouri  Bridge  Co. 

Southern  Pacific  Electric  Ry. 

State  I'niversity  R.  R. 

Stock  Yards  Terminal  Ry.  Co.  of  St.  Paul. 

Sullivan  County  R.  R. 

Sulphur  Mines  R.  R. 

Sunday  Creek  R.  R. 

Sunset  Ry. 

Sweet  City  Bridge  Co. 

Sweet  City  Terminal  Ry. 

Svlvania  Central  Ry. 


T. 


Tacoma  Eastern  R.  R. 

Tallulah  Falls  Ry. 

Tennessee  &  Carolina  Southern  Ry. 

Terminal  R.  R.  Association  of  St.  Louis. 

Terminal  R.  R.  of  East  St.  Louis. 

Terminal  R.  R.  of  St.  Louis. 

Texas  Mexican  Ry. 

Texas  Midland  R.  R. 

Tidewater  S;)uthern  Ry. 

Toledo,  Saginaw  &  Muskegon  Rv. 

Toledo  Terminal  R.  R. 

Trans-Mississippi  Terminal  R.  R. 

Troy  Union  R.  R. 

Tug  River  &  Kentucky  R.  R. 

Tunnel  R.  R.  of  St.  Louis. 

Tylerdale  Connecting  R.  R. 


U. 


Union  Depot  Co.  of  Columbus. 
Union  Depot  Co.  of  St.  Louis  (The) 
Union  Freight  R.  R. 
Union  Rv. 


Union  Ry.  &  Transit  (Jo.  (of  Illinois). 
Union  R.  R.  of  Baltimore. 
Union  R.  R.  (Pennsylvania). 
Union  Stock  Yards  Co.  of  Omaha. 
Union  Terminal  Co.  of  Dallas,  Tex. 

V. 

Van  Buren  I5riJge  C). 
Vermont  Valley  R.  R. 
Virginia  Air  lane  Ry. 
Virginia-Car;  )1  ina  R\- . 

W. 

Washington  Terminal  R.  R. 
AVaterloo,  Cedar  Rai)ids  &  Northern  Ry. 
Waupaca-Green  Bay  Ry. 
Weatherford,    Mineral    Wells    &    North- 
western Ry. 
Wellston  &  Jackson  Belt  R.  R. 
West  Side  Belt  R.  R. 
West  Tulsa  Belt  Ry. 
Wheeling  Terminal  Rv 
White  &  Black  River  Vallev  R.  R. 
White  Oak  Ry. 
Wichita  Union  Terminal  Ry. 
Wiggins  Ferry  Co. 
Wilkes-Barre  &  Scranton  R.  R. 
Williamsm  tfe  Pond  Creek  R.  R. 
Winona  Bridge  Ry.  Co. 
Winston-Salem  South  Bound  Rv. 
Wood  River  Branch  R.  R. 
Wyoming  ct  Northwestern  Ry. 

Y. 

Yadkin  R.  R. 

York  Harbor  &.  Beach  R.  R. 

Z. 

Zanesville  Belt  l*c  Terminal  R.  R. 
Zanesville  cfe  Western  Ry. 
Zanesville  Terminal  R.  R. 

W.   G.   McAdoo, 
Director  General  of  Railroads. 


Supplement  No  4  to  General  Order  No.  27. 

In  the  matter  of  wages,  hours,  and  other  conditions  of  employment  of  employees 
in  the  mechanical  departments  (specified  herein)  of  the  railroads  under  Federal  con- 
trol, it  is  hereby  ordered: 

ARTICLE   I.    classification   OP   EMPLOYEES. 

Section  1.  Machinists. — Employees  skilled  in  the  laying  out,  fitting,  adjusting, 
shaping,  boring,  slotting,  milling,  and  grinding  of  metals  used  in  building,  assembling, 
maintaining,  dismantling,  and  installing  locomotives  and  engines  (operated  by  steam 
or  other  power),  pumps,  cranes,  hoists,  elevators,  pneumatic  and  hydraulic  tools  and 
machinery,  scale  building,  shafting,  and  other  shop  machinery;  ratchet  and  other 
skilled  drilling  and  reaming,  tool  and  die  making,  tool  grinding  and  machine  grind- 
ing, axle,  wheel  and  tire  turning  and  boring;  engine  inspecting;  air  equipment, 
lubricator  and  injector  work;  removing,  replacing,  grinding,  bolting  and  breaking  of 
all  joinis  on  superheaters,  oxy-acetylene,  thermit  and  electric  welding  on  work  gen- 
erally recognized  as  machinists'  work;  the  operation  of  all  machines  used  in  such 
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work,  including  drill  presses  and  bolt  threaders  using  a  facing,  boring,  or  turning  head 
or  milling  apparatus,  and  all  other  work  generally  recognized  as  machinists'  work. 

1-A.  Mnckinist  apprentices. — Include  regular  and  helper  apprentices  in  connection 
with  the  above  work. 

1-B.  Machinist  helpers. — Employees  assigned  to  help  machinists  and  apprentices. 
Operators  on  all  drill  presses  and  bolt  threaders  not  equipped  with  a  facing,  boring, 
or  turning  head  or  milling  apparatus,  bolt  pointing  and  centering  machines,  wheel 
presses,  bolt  threaders,  nut  tappers  and  facers;  cranesmen  helpers,  tool-room  attend- 
ants, machinery  oilers,  box  packers  and  oilers;  the  applying  of  couplings  between 
engines  and  tenders,  locomotive  tender  and  draft  rigging  work,  except  when  per- 
formed Ijy  carmen. 

Sec.  2.  Boilermakers. — ^Employees  skilled  in  laying  out,  cutting  apart,  building 
or  repairing  boilers,  tanks  and  drums,  inspecting,  patching,  riveting,  chipping, 
caulking,  flanging  and  flue  work;  building,  repairing,  removing,  and  applying  steel 
cabs  and  running  boards;  laying  out  and  fitting  up  any  sheet-iron  or  sheet-steel 
work  made  of  16  guage  or  heavier,  including  fronts  and  doors;  grate  and  grate  rigging, 
ash  pans,  front  and  netting  and  diaphragm  work;  engine  tender  steel  underframe  and 
steel  tender  truck  frames,  except  where  other  mechanics  perform  this  work;  removing 
and  applying  all  stay  bolts,  radials,  flexible  caps,  sleeves,  crown  bolts,  stay  rods  and 
bracers  in  boilers,  tanks,  and  drums,  applying  and  removing  arch  pipes;  operating 
punches  and  shears  for  shaping  and  forming,  pneumtic  stay  bolt  breakers,  air  rams 
and  hammers;  bull,  jam,  and  yoke  riveters;  boilermakers'  work  in  connection  with 
the  building  and  repairing  of  steam  shovels,  derricks,  booms,  housings,  circles,  and 
coal  buggies;  eyebeam,  channel-iron,  angle-iron,  and  tee-iron  work;  all  drilling,  cut- 
ting, and  tapping,  and  operating  rolls  in  connection  with  boilermakers'  work;  oxy- 
acetylene,  thermit,  and  electric  welding  on  work  generally  recognized  as  boiler- 
makers work;  and  all  other  work  generally  recognized  as  boilermakers'  work. 

2-A.  Boilermaker  apprentices. — Include  regular  and  helper  apprentices  in  connec- 
tion with  the  above. 

2-B.  Boilermaker  helpers.  Employees  assigned  to  help  boilermakers  and  their 
apprentices.  Operators  of  drill  presses  and  bolt  cutters  in  the  boiler  shop,  punch 
and  shear  operators  (cutting  only  bar  stock  and  scrap). 

Sec.  3.  Blacksmiths. — Employees  skilled  in  weldmg,  forging,  shaping,  and  bend- 
ing of  metal;  tool  dressing  and  tempering;  spring  making,  tempering,  and  repaiiing; 
potashing,  case,  and  bichloride  hardening;  flue  welding  under  blacksmith  foreman; 
operating  furnaces,  bulldozers,  forging  machines,  drop-forging  machines,  bolt  machines, 
and  Bradley  hammers;  hammersmiths,  drop  hammermen,  trimmers,  rolling-mill 
operators;  operating  punches  and  shears  doing  shaping  and  forming  in  connection 
with  blacksmiths'  work;  oxy-acetylene,  thermit,  and  electric  welding  on  work  gen- 
erally recognized  as  blacksmiths'  work,  and  all  other  work  generally  recognized  as 
blacksmiths'  work. 

3-A.  Blacksmith  apprentices. — Include  regular  and  helper  apprentices  in  connec- 
tion with  the  above. 

3-B.  Blacksmith  helpers. — Employees  assigned  to  helping  blacksmiths  and  appren- 
tices; heaters,  hammer  operators,  machine  helpers,  drill-press  and  bolt-cutter  opera- 
tors, punch  and  shear  operators  (cutting  only  bar  stock  and  scrap),  in  connection 
with  blacksmiths'  work. 

Sec.  4.  Sheet-metal  ivorkers. — Sheet-metal  workers  shall  include  tinners,  copper- 
smiths, and  pipe  fitters  employed  in  shop  yards  and  buildings  and  on  passenger 
coaches  and  engines  of  all  kinds,"  skilled  in  the  building,  erecting,  assembling,  install- 
ing, dismantling,  and  maintaining  parts  made  of  sheet  copper,  brass,  tin,  zinc,  white 
metal,  lead,  and  black  planished  and  pickled  iron  of  less  than  16  gauge,  including 
brazing,  soldering,  tinning,  leading,  and  babbitting;  the  bending,  fitting,  cutting, 
threading,  brazing,  connecting,  and  disconnecting  of  air,  water,  gas,  oil,  and  steam 
pipes;  the  operation  of  babbitt  fires  and  pipe-threading  machines;  oxy-acetylene, 
thermit,  and  electric  welding  on  work  generally  recognized  as  sheet-metal  workers' 
work;  and  all  other  work  generally  recognized  as  sheet-metal  workers'  work. 

4-A.  Sheet-metal  ivorker  apprentices. — Include  regular  and  helper  apprentices  in 
connection  with  the  above. 

4-B.  Sheet  metal  loorker  helpers. — Employees  regularly  assigned  as  helpers  to  assist 
sheet  metal  workers  and  apprentices. 

Sec.  5.  Electrical  ivorkers,  first  class. — Employees  skilled  in  repairing,  rebuilding, 
installing,  inspecting,  and  maintaining  the  electric  wiring  of  generators,  switchboards, 
motors  and  control,  rheostats  and  control,  static  and  rotary  transformers,  motor  gener- 
ators, electric  headlights  and  headlight  generators;  electric  welding  machines,  storage 
batteries,  and  axle  lighting  equipment;  pole  lines  and  supports  for  service  wires  and 
cables,  catenary  and  monorail  conductors  and  feed  wires,  overhead  and  underground ; 
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winding  armatures,  fields,  magnet  coils,  rotors,  stators,  transformers,  and  starting 
compensators;  all  outside  and  inside  wiring  in  shops,  yards,  and  on  steam  and  electric 
locomotives,  passenger  train  and  motor  cars,  and  include  wiremen,  armature  winders, 
switchboard  operators,  generator  attendants,  motor  attendants,  substation  attendants, 
electric  crane  operators  for  cranes  of  40  tons  capacity  or  ov(>r;  cable  splicers,  linemen 
and  groundmen,  signalmen,  and  signal  maintainers,  where  handling  wires  and  appa- 
ratus carr^ang  240  volts  or  over,  or  in  dense  traffic  zones,  and  all  other  work  properly 
recognized  as  first-class  electrical  workers'  work. 

5-A.  Electrical  workers,  second  class. — Operators  of  electric  cranes  of  less  than  40 
tons  capacity;  linemen  and  groundmen,  signalmen  and  signal  maintainers,  where 
handling  wires  and  apparatus  carrying  less  than  240  volts,  and  in  normal  traffic  zones, 
and  all  other  work  properly  recognized  as  second-class  electrical  workers'  work. 

5-B.  Electrical  worker  apprentices. — ^Include  regular  and  helper  apprentices  in  con- 
nection with  the  above. 

5-C.  Electrical  loorker  helpers. — Employees  regularly  assigned  as  helpers  to  assist 
electrical  workers  and  apprentices,  including  electric  lamp  trimmers  who  do  no 
mechanical  work. 

Sec.  6.  Carmen. — Employees  skilled  in  the  building,  maintaining,  dismantling, 
painting,  upholstering,  and  inspecting  of  all  passenger  and  freight  train  cars,  both 
wood  and  steel;  planing  mill,  cabinet  and  bench  carpenter  work,  pattern  and  flask 
making,  and  all  other  carpenter  work  in  shop  and  yards;  carmen's  work  in  building 
and  repahing  motor  cars,  lever  cars,  hand  cars,  and  station  trucks;  building,  repairing, 
removing,  and  applying  locomotive  cabs,  pilots,  pilot  beams,  running  boards,  foot  and 
headlight  boards,  tender  frames  and  trucks;  pipe  and  inspection  work  in  connection 
with  air-brake  equipment  on  freight  cars;  applying  patented  metal  roofing;  repairing 
steam-heat  hose  for  locomotives  and  cars;  operating  punches  and  shears  doing  shaping 
and  forming,  hand  forges  and  heating  torches,  in  connection  with  carmen's  work; 
painting,  varnishing,  siu-facing,  lettering,  decorating,  cutting  of  stencils  and  removing 
paint;  all  other  work  generally  recognized  as  painters'  work  imder  the  super\'ision  of 
the  locomotive  and  car  departments;  joint  car  inspectors,  car  inspectors,  safety  appli- 
ance, and  train-car  repairers,  wrecking  derrick  engineers,  and  wheel-record  keepers; 
oxy-acetylene,  thermit,  and  electric  welding  on  work  generally  recognized  as  carmen's 
work,  and  all  other  work  generally  recognized  as  carmen's  work. 

6-A.  Carmen  apprentices. — Include  regular  and  helper- apprentices  in  connection 
with  the  above. 

6-B.  Carmen  helpers. — Employees  regularly  assigned  to  help  carmen  and  appren- 
tices; car  oilers  and  packers,  material  carriers,  and  rivet  heaters;  operators  of  bolt 
threaders,  nut  tappers,  drill  presses,  and  punch  and  shear  operators  (cutting  only  bar 
stock  and  scrap). 

Sec.  7.  Holders. — Include  molders,  cupola  tenders,  and  core  makers. 

7-A.  Holder  apprentices.— InchxdiQ  regular  and  helper  apprentices  in  connection 
with  the  above. 

7-B.  Holder  helpers. — Employees  regularly  assigned  to  help  molders,  cupola  tenders, 
core  makers  and  their  apprentices. 

ARTICLE   II.- — RATES   AND   METHOD   OF   APPLICATION. 

Section  I.  For  the  above  classes  of  employees  (except  carmen,  second-class  elec- 
trical workers,  and  all  apprentices  and  helpers),  who  have  had  four  or  more  years' 
experience  and  who  were  on  January  I,  I9I8,  receiving  less  than  55  cents  per  hour, 
establish  basic  minimum  rate  of  55  cents  per  hour,  and  to  this  basic  minimum  rate 
and  all  other  hourly  rates  of  55  cents  per  hour  and  above,  in  effect  as  of  January  1, 
1918,  add  13  cents  per  hour,  establishing  a  minimum  rate  of  68  cents  per  hour. 

Sec.  I-A.  For  carmen  and  second-class  electrical  workers  who  have  had  four  or 
more  year's  experience  and  who  were  on  January  1,  1918,  receiving  less  than  45  cents 
per  hour,  establish  a  basic  minimum  rate  of  45  cents  per  hour,  and  to  this  minimum 
basic  rate  and  all  other  hourly  rates  of  45  cents  and  above,  in  effect  as  of  January  I, 
1918,  add  13  cents  per  hour,  establishijig  a  minimum  rate  of  58  cents  per  hour. 

Sec  1-B.  Rates  of  compensation  exceeding  the  minimum  rates  established  herein 
to  be  preserved;  the  entering  of  employees  in  the  service  or  the  changing  of  their 
classification  or  work  shall  not  operate  to  establish  a  less  favorable  rate  or  condition  of 
employment  than  herein  established. 

Sec.  I-C.  The  Director  General  recognizes  that  the  minimum  rates  established  here- 
in may  be  exceeded  in  the  case  of  men  of  exceptional  skill,  who  are  doing  special  liigh- 
grade  work,  which  has  heretofore  emjoyed  a  differential.  Such  cases  would  include 
pattern  makers,  passenger  car  repair  men,  oxy-acetylene,  thermit,  and  electric  welding 
in  car  repair  work,  etc..  and  should  be  presented  to  the  board  of  railroad  wages 
and  working  conditions  for  recommendation  as  provided  in  General  Order  No.  17. 
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Sec.  2.  The  above  classes  of  employees  (except  carmen,  second-dag's  electrical 
workers  and  all  apprentices  and  helpers)  who  have  had  less  than  four  years'  experience 
in  the  work  of  their  trade  will  be  paid  as  follows: 

(a)  One  year's  experience  or  less,  50  cents  per  hour. 

(6)  Over  one  year  and  under  two  years'  experience,  53  cents  per  hour. 

(c)  Over  two  years'  and  under  three  years'  experience,  57  cents  per  hour. 

(d)  Over  three  years'  and  under  four  years'  experience,  62  cents  per  hour. 

Sec.  2-A.  Carmen  and  second-class  electrical  workers  who  have  had  less  than  four 
years'  experience  in  the  work  of  their  trade  A^dll  be  paid  as  follows: 

(a)  One  year's  experience  or  less,  48^  cents  per  hour. 

(b)  Over  one  year  and  under  two  years'  experience,  SOi  cents  per  hour. 

(c)  Over  two  years'  and  under  three  years'  experience,  52J  cents  per  hour. 

(d)  Over  three  years'  and  under  four  years'  experience,  544  cents  per  hour. 

Sec.  2-B.  At  the  expiration  of  the  four-year  period  the  employees  mentioned  in 
section  2  and  section  2-A  shall  receive  the  respective  minimum  of  their  craft. 

ARTICLE  in. 

Section  1.  Regular  apprentices  between  the  ages  of  16  and  21,  engaging  to  serve  a 
four-year  apprenticeship,  shall  be  paid  as  follows:  Starting-out  rate  and  for  the  first 
six  months,  25  cents  per  hour,  with  an  increase  of  2^  cents  per  hour  for  each  six  months 
thereafter  up  to  and  including  the  first  three  years;  5  cents  per  hour  increase  for  the 
first  six  months  of  the  fourth  year  and  7h  cents  per  hour  for  the  last  six  months  of  the 
fourth  year. 

Sec.  1-A.  If  retained  in  the  service  after  the  expiration  of  their  apprenticeship, 
apprentices  in  the  respective  trades  shall  receive  not  less  than  the  minimum  rate 
established  for  their  craft. 

Sec.  2.  Helpers  in  the  basic  trades  herein  specified  will  be  paid  45  cents  per  hour. 

Sec  3.  Helper  apprentices  will  receive  the  minimum  helper  rate  for  the  first  six 
months,  with  an  increase  of  2  cents  per  hour  for  every  six  months  thereafter  until 
they  have  served  three  years. 

Sec  3 -A.  Fifty  per  cent  of  the  apprentices  may  consist  of  helpers  who  have  had 
not  less  than  two  consecutive  years'  experience  in  their  respective  trades  in  the  shop 
on  the  division  where  advanced.  In  the  machinist,  sheet  metal  worker,  electric  and 
molder  trades  the  age  limit  for  advancement  will  be  25  years;  in  the  boilermaker, 
blacksmith,  and  carmen  trades  30  years. 

Sec  4.  In  the  locomotive  and  car  departments  gang  foremen  or  leaders  and  all  men 
in  minor  supervisory  capacity  and  paid  on  an  hourly  basis  will  receive  5  cents  per 
hour  al)ove  the  rates  pro\dded  for  their  respective  crafts. 

Sec  5.  The  supervisory  forces  of  the  locomotive  and  car  departments,  paid  on  a 
monthly  basis  and  exercising  supervision  over  the  skilled  crafts,  Avill  be  paid  an 
increase  of  $40  per  month  in  addition  to  the  monthly  rate  as  of  January  1.  1918,  with 
a  minimum  of  $155  per  month  and  a  maximum  of  $250  per  month. 

ARTICLE   IV.    GENERAL   APPLICATION. 

Section  1.  Each  raUroad  will  in  payments  to  employees  on  and  after  July  1,  1918, 
include  these  increases  therein. 

Sec  1-A.  The  increases  in  wages  and  the  rates  established  herein  shall  be  effective 
as  of  January  1,  1918,  and  are  to  be  paid  according  to  the  time  served  to  all  who  were 
then  in  the  railroad  service,  or  who  have  come  into  such  ser^•ice  since,  and  remained 
therein.  A  proper  ratable  amount  shall  also  be  paid  to  those  who  for  any  reason  since 
January  1,  1918,  have  been  dismissed  from  the  service,  but  shall  not  be  paid  to  those 
who  have  left  it  voluntarily.  Men  who  have  left  the  railroad  service  to  enter  the 
military  service  of  the  Army  or  Navy  shall  be  entitled  to  the  pro  rata  increase  accruing 
on  their  wages  up  to  the  time  they  left,  and  the  same  rule  shall  apply  to  those  who 
have  been  transferred  from  one  branch  of  the  railroad  service,  or  from  one  road,  to 
another. 

Sec  2.  The  hourly  rates  named  herein  are  for  5n  eight-hour  day,  and  one  and  one- 
half  time  will  be  paid  for  all  overtime,  including  Sundays  and  the  following  holidays: 
New  Year's  Day,  Washington's  Birthday,  Decoration  Day,  Fourth  of  July,  Labor 
Day,  Thanksgiving,  and  Christmas. 

Sec  3.  While  the  specific  rates  per  hour  named  herein  will  be  retroactive  to  Janu- 
ary 1,  1918,  the  special  overtime  pro\Tsions  establisfied  in  section  2  of  this  article  will 
be  effective  as  of  August  1,  1918,  with  the  pro\T.sion  that  in  computing  overtime  to 
determine  back  pay  to  January  1,  1918,  overtime  will  be  paid  at  a  pro  rata  rate  for  all 
overtime  worked  in  excess  of  the  hours  constituting  the  recognized  day  or  night  shift, 
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except  where  higher  overtime  rate  1)asis  exists,  or  has  l^een  applied,  in  which  event 
the  more  favorable  condition  shall  be  the  basis  of  computing  back  pay  accruing  from 
this  order. 

Sec.  4.  Employees,  except  monthly  salaried  employees,  coming  within  the  scope 
of  this  order,  sent  out  on  the  road  for  emergency  service,  shall  receive  continuous 
time  from  the  time  called  until  their  return  as  follows:  Overtime  rates  for  all  over- 
time hours  whether  working,  waiting,  or  traveling,  and  straight  time  for  the  recog- 
nized straight  time  hours  at  home  stations,  whether  working,  waiting,  or  traveling, 
except  that  after  the  first  24  hours,  if  the  work  is  completed  or  they  are  relieved  for  5 
hours  or  more,  such  time  shall  not  be  paid  for,  provided  that  in  no  case  shall  an  em- 
ployee be  paid  for  less  than  8  hours  on  week  days  and  8  hours  at  one  and  one-half 
time  for  Sundays  and  holidays  for  each  calendar  day.  Where  meals  and  lodging  are 
not  provided  by  the  railroad  an  allowance  will  be  made  for  each  meal  or  lodging. 
Employees  will  receive  allowance  for  expenses  not  later  than  the  time  when  they  are 
paid  for  the  service  rendered. 

Sec.  5.  Employees  specified  herein  when  sent  irdm.  home  point  to  temporarily  fill 
vacancy  or  perform  work  at  outside  division  points,  will  be  paid  straight  time  and 
overtime  rates  as  per  shop  rules,  including  going  and  return  trip,  in  addition  to  which 
they  will  be  paid  pro  rata  at  the  rate  of  $2  per  day  for  meals  and  lodging. 

Sec.  6.  Carmen  stationed  at  points  requiiing  only  one  employee  on  day  shift  or 
night  shift,  or  day  and  night  shifts,  shall  be  paid  eight  hours  at  not  less  than  the  hourly 
rate  provided  herein. 

Sec  7.  Mechanics  now  regularly  assigned  to  perform  road  work  and  paid  on  a 
monthly  basis  shall  be  paid  for  eight  hoiu-s  at  not  less  than  the  hourly  rate  provided 
herein. 

Sec.  8.  Employees  In  a  piecework  basis  shall  receive  not  less  than  the  minimum 
rate  per  hour  awarded  to  the  hourly  workers,  including  time  and  one-half  for  over- 
time, as  hereinbefore  provided;  otherwise  piecework  rates  provided  in  General 
Order  No.  27  shall  apply. 

Sec.  9.  The  application  of  this  order  shall  not,  in  any  case,  operate  to  establish  a 
less  favorable  wage  rate  than  in  effect  January  1,  1918. 

ARTICLE    V. payments    FOR    BACK   TIME. 

Section  1.  As  promptly  as  possible  the  amount  due  in  back  pay  from  January  1, 
1918,  in  accordance  with  the  provisions  of  this  order,  ^vill  be  computed  and  payment 
made  to  the  employees,  separately  from  the  regular  monthly  payments,  so  that  em- 
ployees will  know  the  exact  amount  of  these  back  payments. 

Sec  2.  Recognizing  the  clerical  work  necessary  to  make  these  computations  for 
back  pay,  and  the  probable  delay  before  the  entire  period  can  be  covered,  each  month, 
beginning  with  January,  shall  be  computed  as  soon  as  practicable,  and,  as  soon  as 
completed,  payments  will  be  made. 

ARTICLE   VI. — interpretation    OF   THIS    ORDER. 

Section  1.  Railway  board  of  adjustment  No.  2  is  authorized  by  Article  IX  of 
General  Order  No.  27  to  perform  the  follo\\dng  duty: 

"Wages  and  hours,  when  fixed  by  the  director  general,  shall  be  incorporated  into 
existing  agreements  on  the  several  railroads,  and  should  differences  arise  between 
the  managements  and  the  employees  of  any  of  the  railroads  as  to  such  incorporation, 
such  questions  of  difference  shall  be  decided  by  the  railway  board  of  adjustment  No. 
2  when  properly  presented,  subject  always  to  review  bythe  director  general." 

Sec  2.  In  addition  to  the  foregoing  other  questions  arising  as  to  the  intent  or  appli- 
cation of  this  order  in  respect  to  the  classes  of  employees  within  the  scope  of  railway 
board  of  adjustment  No.  2  shall  be  submitted  to  such  board,  which  board  shall  inves- 
tigate and  report  its  recommendations  to  the  director  general. 

Sec.  3.  All  rates  applied  under  this  order  shall  be  filed  by  the  regional  directors 
with  the  board  of  railroad  wages  and  working  conditions. 

Sec  4.  The  rates,  increases,  and  other  conditions  of  employment  herein  established 
for  the  classes  of  employees  herein  specified  shall  supersede  the  rates,  increases,  and 
other  conditions  established  by  General  Order  27,  except  as  provided  in  section  8, 
Article  IV. 

In  reaching  the  conclusions  upon  which  this  order  is  based,  I  have  been  keenly 
conscious  not  alone  of  the  interests  of  the  large  number  of  railway  employees  who  are 
greatly  benefited  thereby,  but  also  of  my  solemn  duty  to  the  American  people  to  see 
to  it  that  the  trust  the^'-  have  committed  to  me  is  discharged  faithfully,  with  justice 
to  them  as  well  as  to  the  railroad  employees  concerned.  No  right  decision  can  be 
made  which  considers  only  the  demands  and  interests  of  any  class  of  men  apart  from 
the  paramount  interest  of  the  public  and  the  supreme  necessity  of  winning  this  war. 
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Now  that  the  decision  has  been  made,  the  American  people,  whose  servants  we  are, 
expect  every  railroad  employee  to  devote  himself  with  new  energy  to  his  work,  and 
by  faithful  and  efficient  service,  to  justify  the  large  increases  of  pay  and  the  improve- 
ment in  working  conditions  hereby  granted.  The  American  people  have  a  right  to 
expect  this  and  they  will  be  content  with  nothing  less. 

It  is  of  the  utmost  importance  that  motive  power  and  cars  shall  be  kept  in  repair 
and  that  the  output  of  railroad  shops  thorughout  the  country  will  be  greatly  increased 
in  the  future.  Unless  this  is  done,  the  railroads  can  not  efficiently  perform  the  in- 
creased duties  imposed  upon  them  by  the  war,  and  the  fighting  power  of  our  armies  in 
France  and  our  navies  on  the  high  seas  will  be  seriously  impaired. 

I  am  proud  of  the  loyal  service  the  great  body  of  railroad  men  throughout  the  country 
have  rendered  to  their  Government  since  the  railroads  have  come  under  Federal  con- 
trol. It  is  a  genuine  pleasure  to  make  this  acknowledgment,  but  I  should  not  fail  to 
say  at  the  same  time  that  there  are  instances  where  agitations  and  disturbances  in  some 
of  the  locomotive  and  car  shops  have  been  extremely  hurtful  to  the  country.  The  loyal 
and  patriotic  employees,  who  constitute  the  great  majority  of  the  army  of  railroad 
workers,  have  not  yielded,  be  it  said  to  their  credit  and  honor,  to  these  disturbances. 
But  the  few  who  have,  have  done  their  country  a  grievous  injury  by  impairing  the 
efficiency  and  reducing  the  output  of  the  shops  where  these  disturbances  have  occurred. 

The  loyal  and  patriotic  employees  can  render  a  new  and  powerful  service  to  their 
country  by  using  their  influence  to  expose  any  who  may  become  slackers  in  their 
work,  by  cooperating  with  their  officers  in  the  enforcement  of  discipline,  and  by  in- 
creasing to  the  utmost  limit  of  their  capacity,  the  output  of  locomotives  and  cars 
which  are  so  essential  to  the  efficient  operation  of  the  railroads  of  the  country  and  to 
the  success  of  our  armies  in  the  field.  I  know  I  can  count  on  the  patriotism  and  devo- 
tion to  duty  of  every  true  American  engaged  in  the  railway  ser\dce  of  the  United 
States. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Addendum  to  Supplement  No.  4  to  General  Order  No.  27. 

Effective  September  1,  1918,  superseding  General  Order  No.  27,  and  in  lieu  thereof, 
as  to  the  employees  herein  named,  the  following  rates  of  pay  and  rules  for  coach 
cleaners  are  hereby  ordered: 

article   I.    RATES    OF   PAY. 

(a)  For  coacl}  cleaners  who  were  on  January  1,  1918,  prior  to  the  application  of 
General  Order  No.  27,  receiiang  less  than  16  cents  per  hour,  establish  a  basic  mini- 
mum rate  of  16  cents  per  hour,  and  to  this  basic  minimum  rate  and  all  hourly  rates 
of  16  cents  and  above,  add  12  cents  per  hour,  establishing  a  minimum  rate  of  28  cents 
per  hour,  provided  that  the  maximum  shall  not  exceed  40  cents  per  hour. 

(b)  All  coach  cleaners  shall  be  paid  on  the  hourly  basis. 

ARTICLE    II.    PRESERVATION    OF   RATES. 

(a)  The  minimum  rates  and  all  rates  in  excess  thereof,  as  herein  established,  and 
higher  rates  which  have  been  authorized  since  January  1,  1918,  except  by  General 
Order  No.  27,  shall  be  preserved. 

{b)  Coach  cleaners  temporarily  or  permanently  assigned  to  higher-rated  positions 
shall  receive  the  higher  rates  while  occupying  such  positions;  coach  cleaners  tem- 
porarily assigned  to  lower-rated  positions  shall  not  have  their  rates  reduced. 

ARTICLE    III.    HOURS    OF   SERVICE. 

Eight  consecutive  hours,  exclusive  of  the  meal  period,  shall  constitute  a  day's 
work. 

ARTICLE    IV.    OVERTIME. 

(a)  \Miere  there  is  no  existing  agreement  or  practice  more  favorable  to  the  em- 
ployees, overtime  will  be  computed  for  the  ninth  and  tenth  hour  of  continuous  serv- 
ice, pro  rata  on  the  actual  minute  basis,  and  thereafter  at  the  rate  of  time  and  one- 
half  time.  Even  hours  will  be  paid  for  at  the  end  of  each  pay  period ;  fractions  thereof 
will  be  carried  forward. 

(6)  Coach  cleaners  will  not  be  required  to  suspend  work  during  regular  hours  to 
absorb  overtime. 
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ARTICLE    V.    APPLICATION. 


The  rates  of  pay  and  rules  herein  established  shall  be  incorporated  into  existing 
agreements  on  the  several  railroads. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 


Addendum  No.  2  to  Supplement  Xo.  4  to  General  Order  No.  27. 

Effective  September  1,  1918,  and  as  provided  for  in  section  1-C  of  Article  II  of 
supplement  No.  4  to  General  Order  No.  27,  the  following  rates  of  compensation  for 
certain  classes  of  employees  specified  herein  in  the  respective  shop  crafts  who  have 
heretofore  received  a  rate  in  excess  of  the  established  minimum  rate  and  rates  of  com- 
pensation for  classes  of  employees  named  in  sections  5  and  6  of  this  order  which  were 
not  included  in  supplement  No.  4  are  hereby  ordered. 

Article  I. 

boiler  makers. 

Section  1 .  For  flangers  and  layers  out,  establish  a  rate  of  2\  cents  per  hour  above 
the  minimum  rate  established  for  boiler  makers  at  point  employed. 

blacksmiths. 

Sec  2.  For  hammersmiths  working  out  of  heavy  furnaces  and  frame  fire  black- 
smiths establish  a  rate  of  2\  cents  per  hour  above  the  minimum  rate  established  for 
blacksmiths  at  point  employed. 

CARMEN. 

Sec  3.  For  cabinetmakers,  coach  and  locomotive  carpenters,  upholsterers,  planing- 
mill  men,  millwrights,  pattern  makers,  passenger  train  steel  car  body  builders  and 
repairers,  air  brake  rack  men,  coach  and  locomotive  painters  employed  to  perform 
varnishing,  surfacing,  lettering,  or  decorating:  silver  and  nickel  platers  and  buffers; 
oxy-acetylene,  thermit,  and  electric  welders,  on  work  generally  recognized  as  carmens' 
work,  who  were  on  January  1,  1918,  receiving  less  than  55  cents  per  hour,  establish  a 
basic  minimum  rate  of  55  cents  per  hour,  and  to  this  basic  minimum  rate  and  all  other 
hourly  rates  of  55  cents  per  hour  and  above  in  effect  as  of  January  1,  1918,  add  13  cents 
per  hour,  establishing  a  minimum  rate  of  68  cents  per  hour. 

FREIGHT  train    STEEL   CAR   BUILDERS   AND    REPAIRERS. 

Sec  4.  For  freight  train  steel  car  body  builders  and  repairers  who  on  January  1, 
1918,  were  receiving  less  than  50  cents  per  hour,  establish  a  basic  minimum  rate  of  50 
cents  per  hour  and  to  this  basic  minimum  rate  and  all  other  hourly  rates  of  50  cents 
per  hour  and  above  in  effect  as  of  January  1,  1918,  add  13  cents  per  hour,  establishing 
a  minimum  rate  of  63  cents  per  hour. 

CAR-DEPARTMENT    EMPLOYEES. 

Sec  5.  Include  stock  keepers  (car  department)  as  carmen  helpers,  with  the  rate 
established  for  helpers  of  shop  crafts. 

GENERAL. 

Sec  6.  For  piecework  inspectors  and  routers,  apply  section  4,  Article  III,  of  supple- 
ment No.  4  to  General  Order  No.  27. 

miscellaneous. 

Sec  7.  On  some  of  the  railroads  and  at  certain  main  shop  points  of  certain  other 
railroads,  boilermakers,  classified  and  performing  the  work  of  boiler  inspectors,  and 
those  of  the  shop  crafts  designated  in  supplement  No.  4  to  General  Order  No.  27, 
engagpd  in  operating  oxy-acetylene,  thermit,  and  electric  welding  appliances,  re- 
ceived a  rate  in  excess  of  the  recognized  standard  or  going  rate  of  the  mechanics;  where 
this  practice  was  in  effect  establish  a  rate  of  2^  cents  per  hour  above  the  minimum 
rate  established  for  the  mechanic  in  supplement  No.  4  to  General  Order  No.  27. 
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APPLICATION. 

Sec.  8.  The  application  of  this  order  shall  not  in  any  case  operate  to  establish  a 
less  favorable  rate  or  condition  than  pro\T.ded  for  in  supplement  No.  4  to  General 
Order  No.  27. 

Sec.  9.  For  application  of  the  provisions  of  this  order  see  Articles  IV,  V,  and  VI, 
supplement  No.  4  to  General  Order  No.  27,  excepting  therefrom  such  provisions  as 
relate  to  its  effective  date. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 


Interpretation  No.  1  to  Addendum  No.  2  to  Supplement  No.  4  to  Gener  a 

Order  No.  27. 

Position  of  employees. — It  is  claimed  by  employees  that  the  freight  train  cars 
operated  by  the  railroad  on  which  they  are  employed  consist  of  about  80  per  cent 
steel  underframe  cars  and  that  prior  to  November  12,  1918,  all  car  men  had  to  cut 
rivets  on  these  underframes,  and  therefore  claim  that  it  consists  of  steel  work. 

Since  November  12,  1918,  the  work  has  been  separated:  car  carpenters  jack,  remove, 
and  replace  thes3  underframes,  and  steel  men  cut  and  drive  rivets  and  straight(»n 
steel,  and  it  is,  therefore,  claimed  that  all  such  car  men  are  entitled  to  the  rate  of  63 
cents  per  hour,  as  provided  in  addendum  No.  2  to  supplement  No.  4  to  General  Order 
No.  27. 

Position  of  the  management. — The  management  takes  the  position  that  the  freight 
train  steel  car  repairer  for  whom  a  rate  of  63  cents  per  hour  is  provided  in  Article  I, 
section  4,  addendum  2  to  supplement  4  to  General  Order  No.  27  is  one  who  performs 
steel  work  only,  such  as  cutting  out  and  replacing  rivets,  removing,  straightening, 
and  replacing  metal  parts. 

Decision. — The  rate  of  63  cents  per  hour  as  provided  in  Article  I,  section  4,  addendum 
2  to  supplement  4  to  General  Ord(>r  No.  27  shall  be  paid  to  emploj'ees  performing  steel 
underframe  work,  such  as  cutting,  driving,  and  replacing  rivets,  straightening,  and 
replacing  metal  parts,  including  jacking,  removing,  and  replacing  of  steel  under- 
frames in  connection  with  repairs  to  same. 

Walker  D.  Hikes, 
Director  General  of  Railroads. 


Interpretation  No.  2  to  Addendum  No.  2  to  Supplement  No.  4  to  General 

Order  No.  27. 

Question. — Does  the  frame  fire  referred  to  in  section  2,  addendum  No.  2  to  supple- 
ment No.  4  to  General  Ord^r  No.  27,  include  the  fire  where  they  handle  car  frames, 
or  does  it  refer  to  locomotive  frames  only? 

Decision. — ^Section  2,  addendum  No.  2,  supplement  No.  4  to  General  Order  No.  27, 
applies  to  locomotive  frame  fires  only. 

Walker  D.  Hines, 
Director  General  of  Railroads. 


Amendment  No.  1  to  Supplement  No.  4  to  General  Order  No.  27. 

To  remove  certain  inequities  resulting  from  the  application  of  section  2,  Article 
III,  of  Supplement  No.  4  to  General  Order  No.  27,  and  as  a  substitute  therefor,  it 
is  hereby  ordered,  effective  September  1,  1918: 

compensation  for  helpers — shop  crafts. 

For  helpers  in  the  basic  trades  specified  in  supplement  No.  4  to  General  Order 
No.  27,  who,  on  January  1,  1918,  were  receiving  less  than  32  cents  per  hour,  establish 
a  basic  minimum  rate  of  32  cents  per  hour;  to  this  basic  minimum  rate,  and  all  hourly 
rates  of  32  cents  per  hour  and  above  in  effect  as  of  January  1,  1918,  add  13  cents  per 
hour,  establishing  a  minimum  rate  of  45  cents  per  hour. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 


EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS.      1589 

Interpretation  No.   1  to  Supplement  No.  4  to  General  Order  No.  27  and 
Addendum  No.  2  Thereto. 

Employees  in  any  department,  performing  the  classes  of  work  specified  in  Sup- 
plement No.  4  to  General  Order  No.  27  and  addendum  No.  2  thereto,  shall  receive 
the  rates  of  pay  and  be  governed  by  the  conditions  of  employment  provided  for 
therein. 

If  their  present  pay-roll  classification  does  not  conform,  they  shall  be  given  correct 
classification. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Interpretation  No.  2  to  Supplement  No.  4  to  General  Order  No.  27. 

Question. — (a)  Does  supplement  No.  4,  its  amendments,  addenda,  and^nterpreta- 
tions,  to  General  Order  No.  27.  apply  to  mechanics  and  helpers  engaged  in  the  con- 
struction, maintenance,  and  repair  of  electric,  electric-pneumatic,  electric-mechanical, 
and  mechanical  interlocking  and  signaling  systems? 

ih)  Machinists,  electricians,  blacksmiths,  pipe  fitters,  etc.,  and  their  respective 
helpers  are  employed  on  the  work  above  specified.     How  shall  they  be  classified? 

Decision. — Apply  interpretation  No.  1  to  supplement  No.  4,  issued  under  date  of 
September  Ifi,  1918,  reading  as  follows: 

"Employees  in  any  department  performing  the  classes  of  woi'k  specified  in  supple- 
ment No.  4  to  General  Order  No.  27  and  addendum  No.  2  thereto,  shall  receive  the 
rates  of  pay  and  be  governed  by  the  conditions  of  employment  provided  for  therein, 

"If  their  present  pay-roll  classification  does  not  conform,  they  shall  be  given  correct 
classification." 

The  classification  of  a  composite  mechanic  shall  be  based  upon  the  preponderating 
class  of  work  performed,  and  the  rate  of  pay  shall  not  be  less  than  the  minimum  hourly 
rate  of  highest  rated  craft  represented  in  the  crafts  of  which  he  is  the  composite. 

Example  (a). — A  mechanic  performs  work  coming  under  the  classification  of  ma- 
chinist, sheet-metal  worker,  first  and  second  class  electrical  worker,  the  preponderating 
amount  of  work  is  that  of  a  second-class  electrical  worker.  He  shall  be  classified  as 
an  electrician  and  paid  not  less  than  68  cents  per  hour. 

Example  (b). — A  mechanic  performs  work  coming  under  the  classification  of  ma- 
chinist, sheet-metal  worker,  first  and  second  class  electrical  worker,  the  preponderating 
amount  of  work  is  that  of  a  machinist.  He  shall  be  classified  as  a  machinist  and  paid 
not  less  than  68  cents  per  hour. 

This  decision  shall  not  be  construed — 

(1)  To  supersede,  alter,  or  amend  the  lines  of  demarcation  as  recognized  by  the  crafts 
who  respectively  perform  the  work  enumerated  in  supplement  No.  4,  its  addenda  and 
interpretations,  to  General  Order  No.  27; 

(2)  To  extend  the  practice  of  using  a  mechanic  to  perform  the  work  of  two  or  more 
crafts. 

WTienever  investigation  develops  that  the  work  herein  referred  to  can  be  arranged 
so  as  to  assign  mechanics  to  perform  the  work  of  one  craft,  such  assignment  shall  be 
made. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Interpretation  No.  4  to  Supplement  No.  4  to  General  Order  No.  27. 

Question.  Dockets  OT-21,  OT-22,  OT-42,  OT-53  and  NV-67,  issued  by  railway 
board  of  adjustment  No.  2,  establish  the  principle  "that  employees  performing  the 
work  (or  mechanics  employed  to  perform  the  work)  outlined  in  sections  1,  2,  3,  4  and 
5  of  Article  I,  supplement  4  to  General  Order  No.  27,  who  have  heretofore  received 
the  minimum  rate  of  wages  in  their  respective  classifications,  shall  now  be  paid  the 
established  minimum  rate  of  pay."  What  date  should  be  used  to  determine  when 
the  graduated  rates  provided  in  sections  2  and  2-a,  Article  II,  supplement  4,  to 
General  Ordel*  No.  27,  may  be  applied,  that  is  January  1,  1918,  effective  date  of  the 
supplement,  or  July  25,  1918,  the  date  of  issue? 

Decision.  Section  1-A,  Article  IV,  Supplement  4  to  General  Order  No.  27  provides 
for  the  rates  named  in  supplement  4  to  become  effective  January  1,  1918.  This  pro- 
vision also  is  repeated  in  Section  3.  Article  IV,  supplement  4,  to  General  Order  No.  27, 
therefore,  the  graduated  rates  pro\'ided  in  sections  2  and  2-a,  are  effective  January  1, 
1918. 

Walker  D.  Hines, 
Director  General  of  Railroads. 
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Interpretation  No.  5  to  Supplement  No  4  to  General  Order  No.  27.     Amend- 
ments, Addenda,  and  Interpretations  Affected. 

Question.  How  should  women  be  classified  and  paid  when  assigned,  either  tem- 
porarily or  permanently,  to  perform  the  same  class  of  work  as  men  coming  imder  the 
provisions  of  supplement  No.  4,  its  amendments,  addenda,  and  interpretations,  to 
General  Order  No.  27? 

Decision.  They  shall  be  given  the  same  pay  roll  classification  and  rate  of  pay  as 
that  of  men.  while  on  such  assignment. 

Walker  D.  Hines, 
Director  General  of  Railroads. 


Interpretation  No.  6  to  Supplement  No.  4  to  General  Order  No.  27. 

statement. 

Regarding  classification  and  rates  of  pay  for  passenger  train  car  platform  and  truck 
work^  Out  of  79  available  system  agi'eements,  negotiated  by  the  Brotherhood  of 
Railway  Carmen,  the  following  facts  are  developed. 

Platform  vork. — Twenty-one  agreements,  or  26.58  per  cent,  have  a  classification 
and  rate  for  platform  men;  of  this  number  10  specify  a  rate  in  excess  of  that  estab- 
lished for  freight  car  carpenters.  7  specify  a  rate  in  excess  of  that  established  for  freight 
car  repairmen,  2  specify  the  same  rate  as  that  of  freight  car  carpenters,  one  specifies 
a  rate  of  1  cent  less  than  coach  carpenters,  and  one  agi'eement  specifies  the  coach 
carpenter  rate  at  one  main  shop  point,  and  freight  carpenter  rate  at  two  other  points. 

lifty-eight  agreements,  or  73.43  per  cent,  pay  the  coach  carpenter  rate. 

Coach  truck  vork. — Thirty-five  agreements,  or  44.3  per  cent,  have  a  classification  and 
rate  for  coach  truckmen;  of  this  number  8  specify  a  rate  in  excess  of  that  established 
for  freight  car  carpenters,  9  specify  a  rate  in  excess  of  that  established  for  freight  car 
repairmen.  8  specify  a  rate  in  excess  of  that  paid  freight  truckmen  and  one  specifies 
the  same  rate  as  that  paid  the  coach  carpenter — no  information  being  furnished  as  to 
the  rate  established  in  9  agi'eements. 

Forty-four  agreements,  or  55,7  per  cent  have  no  such  classification  as  coach  truck- 
men, the  work  being  performed  by  carpenters  and  repairmen,  where  the  practice 
under  the  piecework  system,  is  for  these  mechanics  to  perform  all  car  work  from  the 
rails  to  and  including  the  roof.  exce])ting  soldered  sheet  metal  rooting. 

Question.  What  is  the  proper  classification  and  rate  of  pay  for  the  employees  build- 
ing and  or  repairing  passenger  train  car  platforms  and  or  trucks? 

Decision.  They  shall  be  classified  and  paid  as  per  section  3  of  Article  I,  addendum 
2  to  supplement  No.  4  to  General  Order  No.  27. 

Walker  D.  Hines. 
Director  General  of  Railroads. 


Interpretation  No.  8  to  Supplement  No.  4,  Interpretation  and  Addenda 
Thereof,  to  General  Order  No.  27. 

Question. — To  what  classes  of  employees  of  other  departments  does  supplement 
No.  4,  its  interpretation  No.  1,  and  its  addendum  No.  2  apply? 

Decision.— Supplement  No.  4,  interpretation  No.  1,  and  addendum  No.  2  are  to  be 
applied  only  to  those  employees  who  come  strictly  within  the  classifications  of  work 
in  the  seven  crafts  embraced  therein,  namely,  machinists,  boiler  makers,  blacksmiths, 
sheet-metal  workers,  electricians,  carmen,  and  molders,  with  their  helpers  and 
apprentices. 

It  is  not  the  intention  of  this  supplement,  or  interpretation  No.  1  thereof,  or  adden- 
dum No.  2  thereto,  to  include  employees  of  merely  similar  occupations  or  name, 
unless  they  have  qualified  for  and  are  engaged  in  the  work  as  classified  in  said  sup- 
plement No.  4. 

Walker  D.  Hines. 
Director  General  of  Railroads. 
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Supplement  No.  5  to  General  Order  No.  27. 

Effective  August  1,  1918,  the  wages,  hours,  and  other  conditions  of  employment  of 
employees  of  the  operating  department  of  the  Pullman  Co.  will  be  the  same  as  those 
fixed  in  supplement  No.  4  to  General  Order  No.  27  for  corresponding  classes  of  rail- 
road employees,  but  none  of  the  provisions  named  therein  will  be  retroactive  prior 
to  August  r,  1918. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Supplement  No.  6  to  General  Order  No.  27. 

In  General  Order  No.  27  and  supplements  thereto,  and  in  certain  memoranda  of 
understanding  creating  railway  boards  of  adjiistment  put  in  effect  by  General  Orders 
No.  13  and  No.  29,  methods  have  been  provided  for  interpretation  of  wage  orders 
issued  by  the  Director  General  upon  recommendations  of  such  boards  and  the  division 
of  labor,  "subject  always  to  review  by  the  Director  General."  For  the  purpose  of 
affording  prompt  interpretations  of  all  wage  orders  issued  by  the  Director  General, 
the  duties  and  authority  of  the  board  of  railroad  wages  and  working  conditions  are 
hereby  extended  to  include  investigations  and  recommendations  to  the  Director 
General  of  interpretations  of  all  such  wage  orders,  when  requested  to  do  so  by  the 
director  of  the  division  of  labor. 

It  should  be  understood  by  railroad  employees  that  it  is  impracticable  to  give  inter- 
pretation on  ex  parte  statement,  to  the  thousands  who  request  information  as  to  the 
manner  in  which  wage  orders  should  be  applied  in  individual  cases.  Operating 
officials  of  the  railroads  are  required  to  place  wage  orders  in  effect  fairly  and  equitably, 
and  should  differences  of  opinion  arise  necessitating  a  formal  interpretation,  the 
matter  will  be  disposed  of  in  the  following  manner: 

When  a  wage  order  is  placed  in  effect  in  a  manner  with  which  an  employee,  or  the 
employee's  committee  disagrees,  a  joint  statement  quoting  the  language  of  the  wage 
order,  and  including  the  contentions  of  employees  and  the  contentions  of  officials, 
signed  by  the  representatives  of  the  employees  and  the  officials,  will  be  transmitted 
to  the  director  of  labor,  who  \vill  record  and  transmit  same  to  the  board  of  railroad 
wages  and  working  conditions,  which  ■will  promptly  investigate  and  make  recom- 
mendation to  the  Director  General.  Upon  the  receipt  of  interpretation  from  the 
Director  General,  the  director  of  labor  will  transmit  such  interpretation  to  the  Rail- 
way Boards  of  Adjustment  for  their  information  and  guidance,  in  the  application  of 
such  interpretation  to  existing  conditions,  or  to  question  arising  from  the  incorporation 
of  the  order  as  so  interpreted  into  existing  agreements  on  all  railroads  under  Federal 
control.  As  occasion  demands,  all  interpretations  will  be  printed  and  given  general 
publicity,  for  the  purpose  of  communicating  the  information  to  all  concerned,  and 
thus  avoiding  the  necessity  of  duplication  of  interpretations. 

On  and  after  September  1,  1918,  any  disagreement  between  the  employees  and  the 
officials,  over  the  application  of  any  wage  order,  will  be  submitted  to  the  director 
of  labor,  as  outlined  above,  but  in  order  promptly  to  dispose  of  all  requests  for  inter- 
pretations previously  presented  to  the  division  of  labor,  or  to  the  boards  of  adjust- 
ment, such  requests  will  be  immediately  recorded  and  transmitted  to  the  board  of 
railroad  wages  and  working  conditions  by  the  director  of  labor. 

Nothing  herein  contained  revokes  authority  granted  to  the  division  of  labor  of 
Railway  Boards  of  Adjustment  in  determining  disputes  arising  in  connection  with  the 
application  of  interpretations  of  wage  orders  to  existing  conditions,  or  in  connection 
with  the  incorporation  of  such  interpretations  into  existing  agreements. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Supplement  No.  6-A  to  General  Order  No.  27. 

Supplement  No.  6  to  General  Order  No.  27  is  hereby  amended  by  adding  thereto 
the  following: 

Where  differences  of  opinion  arise  necessitating  a  formal  interpretation  of  any  wage 
order  issued  by  the  Director  General  and  where  the  question  involved  is  of  general 
application  and  covers  a  large  number  of  railroads,  application  for  such  interpretation 
may  be  made  either  by  a  regional  director  or  by  the  chief  executive  of  the  railroad 
organization  representing  the  class  of  employees  involved  or  the  chairman  of  any 


1592      EXTENSION   OF   GOVERNMENT   CONTROL   OF   RAILROADS. 

railway  board  of  adjustment  or  the  director  of  the  division  of  labor.  Such  application 
shall  be  sent  to  the  office  of  the  director  of  labor  and  he  will  record  and  transmit  it  to 
the  Board  of  Railroad  Wages  and  Working  Conditions,  which  will  promptly  investigate 
and  make  recommendation  to  the  Director  General.  Upon  the  receipt  of  interpre- 
tation from  the  Director  General,  the  director  of  labor  will  send  such  interpretation 
to  the  railway  boards  of  adjustment  for  their  information  and  guidance. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 


Supplement  No.  7  to  General  Order  No.  27. 

Effective  September  1,  1918,  superseding  General  Order  No.  27,  and  in  lieu  thereof, 
as  to  employees  herein  named,  the  following  rates  of  pay  and  rules  for  overtime  and 
working  conditions  for  all  clerical  forces  in  all  departments,  and  for  certain  employees 
in  stations,  storage  or  terminal  warehouses,  docks,  storehouses,  shops,  and  yards,  upon 
railroads  under  Federal  control,  are  hereby  ordered: 

Article  I. 

RATES    OF  PAY. 

(a)  For  all  employees  who  devote  a  majority  of  their  time  to  clerical  work  of  any 
description,  including  train  announcers,  gatemen,  checkers,  baggage  and  parcel  room 
employees,  train  and  engine  crew  callers,  and  the  operators  of  all  office  or  station 
equipment  devices  (excepting  such  as  come  within  the  scope  of  existing  agreements 
or  those  hereafter  negotiated  with  the  railroad  telegraphers),  establish  a  basic  mini- 
mum rate  of  $62.50  per  month;  and  to  this  basic  minimum  rate  and  all  rates  of  $62.50 
and  above,  in  effect  as  of  January  1,  1918,  prior  to  the  application  of  General  Order 
No.  27,  add  $25  per  month,  establishing  a  minimum  rate  of  $87.50  per  month. 

(6)  This  order  shall  apply  to  chief  clerks,  foremen,  subforemen,  and  other  similar 
supervisory  forces  of  employees  herein  provided  for, 

(c)  For  office  boys,  messengers,  chore  boys,  and  other  employees  iinder  18  years  of 
age  filling  similar  positions,  and  station  attendants,  establish  a  basic  minimum  rate 
of  $20  per  month,  and  to  this  basic  minimum  rate  and  all  rates  of  $20  per  month  and 
above  in  effect  as  of  January  1,  1918,  prior  to  the  application  of  General  Order  No. 
27,  add  $25  per  month,  establishing  a  minimum  rate  of  $45  per  month. 

(d)  For  all  other  employees  not  otherwise  classified,  such  as  janitors,  elevator  and 
telephone  switchboard  operators,  office,  station,  and  warehouse  watchmen,  establish 
a  basic  minimum  rate  of  $45  per  month,  and  to  this  basic  minimum  rate  and  all  rates 
of  $45  per  month  and  above  in  effect  as  of  January  1 ,  1918,  prior  to  the  application 
of  General  Order  No.  27,  add  $25  per  month,  establishing  a  minimum  rate  of  $70  per 
month . 

(e)  The  same  increases  provided  for  in  sections  (a),  (b),  (c),  and  ((/)  of  this  article 
shall  apply  to  employees  named  therein  paid  on  any  other  basis. 

(/)  The  wages  for  new  positions  shall  be  in  conformity  with  the  wage  for  positions 
of  similar  kind  or  class  where  created. 

Article  II. 

STATIONARY   ENGINEERS    (STEAM),    FIREMEN,   AND   POWER-HOUSE    OILERS. 

(a)  For  all  stationary  engineers  (steam)  establish  a  basic  minimum  rate  of  $85  per 
month,  and  to  this  basic  minimum  rate  and  all  rates  of  $85  and  above  in  effect  as  of 
January  1,  1918,  prior  to  the  application  of  General  Order  No.  27,  add  $25  per  month, 
establishing  a  minimum  rate  of  $110  per  month. 

(b)  This  order  shall  apply  to  chief  stationary  engineers. 

(c)  For  all  stationary  firemen  and  power-house  oilers  establish  a  basic  minimum 
rate  of  $65  per  month,  and  to  this  basic  minimum  rate  and  all  rates  of  $65  and  above 
in  effect  as  of  January  1,  1918,  prior  to  the  application  of  General  Order  No.  27,  add 
$25  per  month,  establishing  a  minimum  rate  of  $90  per  month. 
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Article  III. 

LOCOMOTIVE    BOILER   WASHERS. 

For  all  locomotive  boiler  washers  who  were  on  January  1,  1918,  prior  to  the  appli- 
cation of  General  Order  No.  27,  receiving  less  than  26  cents  per  hour,  establish  a  basic 
minimum  rate  of  26  cents  per  hour,  and  to  this  ba.sic  minimum  rate  and  all  hourly 
rates  of  26  cents  and  above,  add  12  cents  per  hour,  establisbinir  a  minimum  rate  of 
38  cents  per  hour,  provided  that  the  maximum  shall  not  exceed  50  cents  per  hour. 

Article  IV. 

'       POWER   transfer    and    TURNTABLE    OPERATIONS. 

For  all  operators  of  power-driven  transfer  and  turntables  who  were  on  January  1, 
1918,  prior  to  the  application  of  General  Order  No.  27,  receiving  less  than  21  cents  per 
hour,  establisli  a  basic  minimum  rate  of  21  cents  per  hour,  and  to  this  basic  minimum 
rate,  and  all  hourly  rates  of  21  cents  and  above,  add  12  cents  per  hour,  establishing  a 
minimum  rate  of  33  cents  per  hour,  provided  that  the  maximum  shall  not  exceed  45 
cents  per  hour. 

Article  V. 

SHOP,    ROUNDHOUSE,    STATION,    STOREHOUSE,    AND   WAREHOUSE    EMPLOYEES    (EXCEPT 
EMPLOYEES    PROVIDED    FOR   IN    HARBOR   AWARDS). 

(fl)  For  all  laborers  employed  in  and  around  shops,  roundhouses,  stations,  store- 
houses, and  warehouses  (except  employees  provided  for  in  harbor  awards),  such  as 
engine  watchmen  and  wipers,  fire  builders,  ash-pit  men,  boiler  washer  helpers,  flue 
borers,  truckers,  stowers,  shippers,  coal  passers,  coal-chute  men,  etc.,  who  were  on 
January  1,  1918,  prior  to  the  application  of  General  Order  No.  27,  receiving  less  than 
19  cents  per  hour,  establish  a  basic  minimum  rate  of  19  cents  per  hour,  and  to  this  basic 
minimum  rate,  and  all  hourly  rates  of  19  cents  and  above,  add  12  cents  per  hour, 
establishing  a  minimum  rate  of  31  cents  per  hour,  provided  that  the  maximum  shall 
not  exceed  43  cents  per  hour. 

(6)  For  all  common  labor  in  the  departments  herein  referred  to  and  not  otherwise 
provided  for,  who  were  on  January  1,  1918,  prior  to  the  application  of  General  Order 
No.  27,  receiving  less  than  16  cents  per  hour,  establish  a  basic  minimum  rate  of  16  cents 
per  hour,  and  to  this  basic  minirrum  rate  and  all  hourly  rates  of  16  cents  and  above, 
add  12  cents  per  hoirr,  establishing  a  minimum  rate  of  28  cents  per  hour,  provided 
that  the  minimum  shall  not  exceed  40  cents  per  hour. 

Article  VI. 

MONTHLY,    WEEKLY,    OR    DAILY   RATES. 

For  all  monthly,  weekly,  or  daily  rated  employees  in  the  departments  herein 
referred  to  and  not  otherwise  provided  for,  increase  the  rates  in  effect  as  of  January  1, 
1918,  prior  to  the  application  of  General  Order  No.  27,  on  the  basis  of  $25  per  month. 

Article  VII. 

MAXIMUM   MONTHLY   WAGE. 

No  part  of  the  increases  provided  for  in  this  order  shall  apply  to  establish  a  salary 
in  excess  of  $250  per  month. 

Article  VIII, 

preservation  OF  rates. 

(a)  The  minimum  rates,  and  all  rates  in  excess  thereof,  as  herein  established,  and 
higher  rates  which  have  been  authorized  since  January  1,  1918,  except  by  General 
Order  No.  27,  shall  be  preserved. 

(b)  Employees  temporarily  or  permanently  assigned  to  higher-rated  positions  shall 
receive  the  higher  rates  while  occupying  such  positions;  employees  temporarily 
assigned  to  lower-rated  positions  shall  not  have  their  rates  reduced. 
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Article  IX. 

EXCEPTION. 

The  provisions  of  this  order  will  not  apply  in  cases  where  amounts  less  than  $30 
per  month  are  paid  to  individuals  for  special  service  which  only  takes  a  portion  of 
their  time  from  outside  employment  or  business. 

Article  X. 

HOURS    OF   SERVICE. 

Eight  consecutive  hours,  exclusive  of  the  meal  period,  shall  constitute  a  day's  work. 

Article  XI. 

OVERTIME    AND    CALLS. 

(a)  "WTiere  there  is  no  existing  agreement  or  practice  more  favorable  to  the  employ- 
ees, overtime  shall  be  computed  for  the  ninth  and  tenth  hour  of  continuous  service, 
pro  rata  on  the  actual  minute  basis,  and  thereafter  at  the  rate  of  time  and  one-half 
time.  Even  hours  will  be  paid  for  at  the  end  of  each  pay  period;  fractions  thereof 
will  be  carried  forward. 

(b)  When  notified  or  called  to  work,  outside  of  established  hours,  employees  will 
be  paid  a  minimum  allowance  of  three  hours. 

(c)  Employees  \Arill  not  be  required  to  suspend  work  during  regular  hours  to  absorb 
overtime. 

Article  XII. 

PROMOTION    AND    SENIORITY. 

(a)  Promotions  shall  be  leased  on  ability,  merit,  and  seniority;  ability  and  merit 
being  sufficient,  seniority  shall  prevail,  except,  however,  that  this  provision  shall 
not  apply  to  the  personal  office  forces  of  such  officers  as  superintendent,  train  master, 
division  engineer,  master  mechanic,  general  freight  or  passenger  agent,  or  their 
superiors  in  rank  and  executive  officers.  The  management  shall  be  the  judge,  sub- 
ject to  an  appeal,  as  provided  in  Article  XIII. 

(b)  Seniority  will  be  restricted  to  each  classified  department  of  the  general  and 
other  offices  and  of  each  superintendent's  or  master  mechanic's  division. 

(c)  Seniority  rights  of  employees  referred  to  herein,  to  (1)  new  position,  (2)  vacancies 
will  be  governed  by  paragraphs  (o)  and  (b)  of  this  article. 

(d)  Employees  declining  promotion  shall  not  lose  their  seniority. 

(e)  Employees  accepting  promotion  will  be  allowed  30  days  in  which  to  qualify, 
and  failing,  will  be  returned  to  former  position  without  loss  of  seniority. 

(f)  New"  positions  or  vacancies  will  be  promptly  bulletined  for  a  period  of  five 
days  in  the  departments  where  they  occur.  Employees  desiring  such  positions  will 
file  their  applications  with  the  designated  official  within  that  time,  and  an  appoint- 
ment will  be  made  within  10  days  thereafter.  Such  position  or  vacancy  may  be 
filled  temporarily  pending  an  assignment.  The  name  of  the  appointee  will  imme- 
diately thereafter  l)e  posted  where  the  position  or  vacancy  was  l)ulletined. 

ig)  In  reducing  forces,  seniority  shall  govern.  \Mien  forces  are  increased,  em- 
ployees will  be  returned  to  the  service  and  positions  formerly  occupied  in  the  order 
of  their  seniority.  Employees  desiring  to  avail  themselves  of  this  rule  must  file 
their  names  and  addresses  with  the  proper  official.  Employees  failing  to  report  for 
duty  or  give  satisfactory  reason  for  not  doing  so  within  seven  days  from  date  of  notifi- 
cation will  be  considered  out  of  the  service. 

(h)  A  seniority  roster  of  all  employees  in  each  classified  department,  who  have 
been  in  the  service  six  months  or  more,  showing  name,  date  of  entering  the  serxace, 
and  the  date  of  each  promotion  or  change,  will  be  posted  in  a  place  accesible  to  those 
affected. 

(x)  The  roster  will  be  revised  and  posted  in  January  of  each  year,  and  shall  be  open 
to  correction  for  a  period  of  60  days  from  date  of  posting,  on  presentation  of  proof  of 
error  by  an  employee  or  his  representative.  The  duly  accredited  representative  of 
the  employee  shall  be  furnished  with  a  copy  of  roster  upon  written  request. 
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Article  XIII. 

DISCIPLINE    AND    GRIEVANCES. 


(a)  \n  employee  disciplined,  or  who  considers  himse  f  unjustly  treated,  shall  ha^e 
a  fdrai^d  Impartial  hearing,  provided  written  request  is  presented  to  his  immediate 
tuperiOTwithFn  five  days  ofthe  date  of  the  advice  of  discipline,  and  the  heanng  shall 

^n' dt;;^n".?iTbf  SiS^^  seven  days  after  the  completion  of  hearing 

If  an  appellS  taken,  it  must  be  filed  mth  the  next  higher  ofticia  and  a  copy  furnished 
he  offickf  whose  decision  is  appealed  within  five  days  aft^r  date  of  decision^  The 
hearCg  atrdecTsion  on  the  appeal  shall  be  governed  by  the  time  limits  of  the  pre- 

"^""fcf  AtThi'^hearing  or  on  the  appeal,  the  employee  may  be  assisted  by  a  committee 
of  emplovees   or  by  one  or  more  duly  accredited  representatives. 

wTThe  ri4t  of  appeal  by  employees  or  representatives,  in  regular  order  of  suc- 
ce  don  aSdfe   he  manner  prescribed  up  to  and  inclusive  of  the  highest  offi^^^^^  desig- 
nated bv  the  railroad,  to  whom  appeals  may  be  made,  is  hereby  established.     _ 
If  An  SoyeeoA  request  will  be  given  a  letter,  stating  the  cause  of  discipline^ 
1  transcripTofTfdence  tlken  at  the  investigation  or  on  the  appeal  ^vlll  be  furnished 

''Yfrfit:Cli:^^r^^^^^^^  the  employee  ..re  not  sustanied 

the  i-ecordshaU  be  cleared  of  the  charge;  if  suspended  or  dismissed,  the  employee  shall 
hp  returned  to  former  position  and  paid  for  all  time  lost  j  .        +    „„„„. 

rof  Committees  of  employees  shall  be  granted  leave.of  absence  and  free  transpor- 
tatfonfrtTeadTustm'ent  of  differences  between  the  railroad  and  the  employees. 


Article  XIV. 

RULES    FOR    application    OF   THIS    ORDER. 


Article  XV. 

INTERPRETATION    OF   THIS    ORDER, 


nroDprlv  Dresented,  sub  ect  always  to  review  by  the  Director  ueneiai 
^TgreeVentrorVctices,  except'as  changed  by  this  order,  -m^-^^^ff;;*^^^ 

Director  General  of  Railroads. 

INTERPRETATION  No.  1  TO  SUPPLEMENT  No.  7  TO  GENERAL  OrDER  No.  27. 
OVERTIME   MONTHLY,    WEEKLY,    OR   DAILY   PAID    EMPLOYEES. 

Article  I    Eight  consecutive  hours,  exclusive  of  the  meal  period  constituting  a 
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method  to  be  vised  in  establishing  the  straight  time  hourly  rate  as  the  basis  of  payment 
for  overtime  service: 

Example  (a).  Employees  -working  30  days  per  month  at  a  wage  amounting  to  $60 
per  month  on  January  1.  1918.  prior  to  the  application  of  General  Order  No.  27.  would 
on  September  1.  1918  under  supplement  No.  7,  Article  I — (a)  automatically  advance 
to  the  basic  rate  of  $62.50  per  month,  plus  $25  increase,  establishing  the  rate  of  $87.50 
or  $1,050  per  year.  In  computing  the  pro  rata  rate  per  hour  for  overtime  pay  for 
monthly,  weekly,  or  daily  paid  employees,  take  the  number  of  working  days  con- 
stituting a  calendar  year,  multiplying  by  eight  and  divide  the  annual  salary  by 
the  total  hours,  exclusive  of  overtime  and  disregarding  time  absent  on  vacations, 
sick  leave,  holidays  or  for  any  other  causes.  In  determining  the  hourly  rate,  frac- 
tions leFS  than  one-fourth  of  1  cent  shall  be  as  one-fourth  of  1  cent;  over  one-fourth 
and  under  one-half,  as  one-half,  over  one-half  and  under  three-fourths,  as  three-fourths, 
over  three-fourths,  as  1  cent. 

Example  (6).  Yearly  wage.  $1.050h-2  880  hours=36.45.  or  36.5  cents  per  hour. 

Example  (c).  Yearly  wage.  $1,200-1-2.880  hours=41.66   or  41.75  cents  per  hour. 

Exqjnple  (d).  Yearly  wage,  $1,300-^2.880  hours=45.14,  or  45.25  cents  per  hour. 

Example  (e).  Yearlv  wage.  $1,500-^2.880  hours=52.1,  or  52.25  cents  per  hour. 

Example  (/).  Yearly  wage.  $1.800h-2,880  hours=62.5  cents  per  hour. 

Note.— It  is  to  be  understood  that  2,880  hours  is  illustrative  only;  the  hours  per  year  will  vary  as  the 
assigned  work  days  per  year  vary. 

Art.  II.  On  February  21.  1918.  the  Director  General  issued  General  Order  No.  8, 
paragraph  3  thereof  reading  as  follows: 

"The  broad  question  of  wages  and  hours  will  be  passed  upon  and  reported  to  the 
Director  General  as  promptly  as  possible  by  the  present  railroad  wage  commission, 
pending  a  disposition  of  these  matters  by  the  Director  General,  all  requests  of  em- 
ployees involving  revisions  of  schedules  or  general  changes  in  conditions  affecting 
wages  and  hours  will  be  held  in  abeyance  by  both  the  managers  and  employees. 
Wages,  when  determined  upon,  will  be  made  retroactive  to  January  1,  1918.  and 
adjusted  accordingly.  Matters  of  controversy  arising  under  interpretations  of  existing 
wage  agi'eements  and  other  matters  not  relating  to  wages  and  hours  will  take  their 
usual  course,  and  in  the  event  of  inability  to  reach  a  settlement,  will  be  referred  to  the 
Director  General." 

If  employees  coming  within  the  scope  of  supplement  No.  7  to  General  Order  No.  27, 
were  paid  a  ptinitive  rate  for  overtime  after  the  regular  day's  work.  Sundays  and  for 
holidays  prior  to  February  21.  1918,  the  same  conditions  should  apply  on  the  eight- 
hour  basis.  Any  punitive  overtime  rate  established  for  employees  under  this  inter- 
pretation since  February  21,  1918.  except  as  established  by  the  Director  General,  is 
unauthorized  and  can  not  be  recognized. 

Example  (a).  Employees  working  10  hours  per  day  January  1.  1918,  prior  to  the 
application  of  General  Order  No.  27,  and  who  were,  prior  to  February  21,  1918,  paid 
at  the  rate  of  time  and  one-half  for  overtime,  should  be  paid  as  follows: 

8  a.  m.  to  12  noon 4  hours'  work 

12  noon  to  1  p.  m 1  1  hour  for  meal  excluded 

1  p.  m.  to  5  p.  m 4  hours'  work 

5  p.  m.  to  7  p.  m 2  hours  at  rate  of  time  and  one-half  time 

Elapsed  time 11  hours 

Time  for  meal 1  hour  deducted 

Overtime 2  hours 

Total  time  to  be  paid  for 11  hours 

Example  (b).  Overtime  commences  immediately  following  the  eighth  consecutive 
hour  of  continuous  service,  after  deducting  the  meal  period.  On  the  basis  of  pro  rata 
time  for  the  ninth  and  tenth  hour. 

8  a.  m.  to  12  noon 4  hours 

12  noon  to  1  p.  m 1  hour  for  meal  excluded 

1  p.  m.  to  5  p.  m 4  hours'  work 

5  p.  m.  to  7  p.  m 2  hours'  overtime,  pro  rata  rate 

7  p.  m.  to  9  p.  m 2  hours'  overtime,  1^  times  pro  rata  rate 

Elapsed  time 13  hours 

Time  for  meal 1  hoiu:  deducted 

Continuous  service 12  hours 

Total  time  to  be  paid  for 13  hours 
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Example  (c).  Employees  working  straight,  through  eight  consecutive  hours. 

6  a.  m.  to  2  p.  m 8  hours'  work 

2  p.  m.  to  4  p.  m 2  hours'  overtime,  pro  rata  rate 

4  p.  m.  to  6  p.  m 2  hours'  overtime,  1^  times  pro  rata  rate 

Elapsed  time 12  hours 

Continuous  service 12  hours 

Total  time  to  be  paid  for 13  hours 

HOURLY   RATES. 

Art.  III.  The  employees  coming  under  the  provisions  of  Article  III,  IV  and  V  of 
supplement  No.  7  to  General  Order  No.  27.  who  were  on  January  1,  1918,  prior  to  the 
application  of  General  Order  No.  27,  paid  on  a  basis  of  10  hours  or  more  to  constitute 
a  day,  for  whom  hourly  rates  have  been  established,  as  per  the  above  specified  articles, 
shall,  on  and  after  September  1,  1918,  the  effective  date  of  supplement  No.  7,  receive 
one-eighth  of  the  wages  received  for  10  hours  on  January  1,  1918.  prior  to  the  appli- 
cation of  General  Order  No.  27,  as  their  basic  hourly  rate,  to  which  shall  be  added 
12  cents  per  hour,  provided  the  hourly  rate  thus  obtained  shall  not  exceed  the  maxi- 
mum rate  specified  in  the  respective  articles. 

Example  (a).  Employees  coming  under  the  provisions  of  Articles  III,  IV  and  V  of 
supplement  No.  7,  to  General  Order  No.  27,  on  a  10-hour  basis,  rate  $2.50  per  day; 
one-eighth  of  250  equals  31.25  cents  per  hour,  adding  the  increase  of  12  cents  pro- 
duces a  rate  of  43.25  cents  under  Articles  III  and  IV.  Under  Article  V — (a),  the 
rate  would  revert  to  the  maximum  of  43  cents;  under  Article  V — (6),  the  rate  would 
revert  to  the  maximum  of  40  cents. 

Note.— To  determinp  the  hourly  rate  to  be  paid  employees  on  the  hourly  basis  and  for  whom  10  hours 
or  more  were  the  established  hours  of  service,  use  the  method  and  example  (a)  of  above  Article  III;  for 
classes  specified  in  Supplement  No.  7,  Articles  III,  IV  and  V,  working  less  than  ID  hours,  and  over  8  hours, 
one-eighth  of  the  wage  received  for  the  number  of  hours  recognized  as  a  day's  work. 

PAY   FOR   CALLS. 

Art.  IV.  Employees  who  are  notified  or  called  to  work  outside  the  eight  consecutive 
hours,  exclusive  of  the  meal  period  and  continuous  ser\ice,  constituting  their  regular 
assignment,  shall  be  paid  a  minimum  allowance  of  three  hours  for  two  hours'  work  or 
less;  if  held  over  two  hours,  time  and  one-half  will  be  paid,  computed  on  the  minute 
basis. 

Example  (a). — 

8  a.  m.  to  12  noon 4    hours'  work 

12  noon  to  1  p.  m 1    hour  for  meal  excluded 

1  p.  m.  to  5  p.  m 4    hours'  work 

6  p.  m.  to  7.30  p.  m 1|  hours'  overtime,  1^  times  pro  rata  rate 

Elapsed  time 11§  hours 

Time  for  meal 1    hour 

Break  in  continuous  service 1     hour 

Time  for  call 3    hours,  minimum  guarantee 

Total  time  to  be  paid  for 11  hours 

Art.  V.  Exclusive  of  employees  whose  regular  assignment  includes  Sundays  and  or 
holidays,  employees  notified  or  called  to  work  on  Sundays  and  or  holidays,  will  be 
paid  not  less  than  the  minimum  allowance  of  three  hours,  and  where  no  existing 
agreement  or  practice  is  more  favorable,  such  employees  will  be  paid  as  per  examples 
(6)  and  (c)  of  Article  II. 

Art.  VI.  Payment  of  overtime  at  a  rate  in  excess  of  pro  rata  will  be  computed  from 
and  added  to  the  pro  rata  rate. 

Art.  VII.  Unless  acceptable  to  a  majority  of  employees  in  a  department  or  sub- 
division thereof,  the  meal  period  shall  not  be  less  than  30  minutes  or  more  than  1  hour. 

Art.  VIII.  Where  unjustifiable  inequalities  develop  or  exist  in  the  rates  of  pay 
for  relatively  the  same  ser\dce  and  responsibility,  as  between  employees  of  the  same 
class  within  the  respective  groups,  as  specified  in  supplement  No.  7  to  General  Order 
No  27,  the  regional  directors  are  hereby  authorized  to  establish  uniform  rates  of  pay 
by  zones  or  districts  throughout  their  respective  regions,  under  the  following 
conditions: 

(a)  The  maximum  rates  established  by  supplement  No.  7  to  General  Order  No.  27 
must  not  be  exceeded. 
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(6)  Rates  established  by  supplement  No.  7  to  General  Order  No.  27  must  not  be 
reduced. 

(c)  The  specified  differentials  in  the  established  maximum  rates  for  hourly  workers 
to  be  preserved. 

(d)  All  rates  herein  provided  for  shall  be  filed  by  the  regional  directors  with  the 
Board  of  Railroad  ^^'■age8  and  Working  Conditions. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 


Interpretation  No.  2  to  Supplement  No.  7  to  General  Order  No.  27. 

Question.  Shall  employees  coming  imder  the  provisions  of  paragraph  (a),  Article 
V,  supplement  No.  7  to  General  Order  No.  27,  paid  on  a  tonnage  or  piecework  basis 
and  earning  in  excess  of  43  cents  per  hour  (the  maximum  rate  established)  receive 
any  portion  of  the  increase  proAdded  for,  if  thereby  such  increase  would  establish 
a  rate  in  excess  of  43  cents  per  hour? 

Decision.  Paragraph  (2),  Article  V,  of  supplement  No.  7  to  General  Order  No.  27, 
specifically  states:  "  Provided  that  the  maximum  shall  not  exceed  43  cents  per  hour." 
Employees  paid  on  a  tonnage  or  piecework  basis  whose  average  hourly  earnings,  per 
day  period,  equal  43  or  more  cents  per  hour  are  therefore  not  entitles  to  any  portion 
of  the  increase,  but  are  guaranteed  not  less  than  43  cents  per  hour. 

The  provisions  of  paragraph  (2),  Article  VIII,  supplement  No.  7,  to  General  Order 
No.  27,  protects  higher  rates  and  is  to  be  observed. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Interpretation  No.  3  to  Supplement  No.  7  to  General  Order  No.  27. 

Question.  Do  freight-house  laborers,  formerly  paid  a  monthly,  weekly,  or  daily 
rate,  come  under  the  provisions  of  Article  V  or  Article  VI  of  supplement  No.  7  to 
General  Order  No.  27? 

Decision.  Article  V  of  supplement  No.  7  to  General  Order  No.  27,  requires  that  for 
all  laborers  employed  in  and  aroimd  shops,  roundhouses,  storehouses,  and  ware- 
houses, etc.,  there  shall  be  established  a  minimum  and  maximum  rate  per  hour. 

Ajticle  VI  of  supplement  No.  7  to  General  Order  No.  27  provides  for  all  monthly, 
weekly,  or  daily  rated  employees,  not  otherwise  proAaded  for,  a  certain  increase 
per  month. 

Therefore  laborers  in  a  freighthouse  come  Avithin  the  proA'isions  of  Article  V  in 
connection  with  Article  III  of  interpretation  No.  1  and  interpretation  No.  2  to  sup- 
plement No.  7  to  General  Order  No.  27,  and  their  rates  of  pay  are  to  be  adjusted 
accordingly. 

Walker  D.  Hines, 
Director  General  of  Railroads. 


Interpretation  No.  4  to  Supplement  No.  7  to  General  Order  No.  27. 

Question.  Should  an  employee  operating  a  multigraph  machine  be  paid  in  accord- 
ance with  the  provisions  of  Article  I,  paragraph  A,  supplement  No.  7  to  General 
Order  No.  27,  which  covers  "Operators  of  all  office  or  station  equipment  devices?" 

Decision.  A  "multigraph"  is  an  office  eqiiipnu'iit  device,  and  the  operator  thereof 
is  entitled  to  the  rate  specified  in  Article  I,  i)aragraph  A,  sui)plement  No.  7  to  General 
Order  No.  27. 

Walker  I).  Hines, 
Director  General  of  Railroads. 

Interpretation  No.  b  to  Supplement  No.  7  to  General  Order  No.  27. 

Question.  Shall  overtime  be  paid  to  employees  covered  by  supplement  No.  7  after 
the  expiration  of  the  hoin-s  (usually  four)  customarily  worked  on  Saturdays? 

Decision.  Supplement  No.  7,  Article  X,  provides  that  "(>ight  consecutive  hours, 
exclusive  of  the  meal  period,  shall  constitute  a  day's  work.""  Article  XI,  section  A, 
"where  there  is  no  existing  agreement  or  practice  more  favoralile  to  the  employees, 
overtime  shall  be  computed  for  the  ninth  and  tenth  hour  of  continuous  service,  pro 
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rata  on  the  actual  minute  basis,  and  thereafter  at  the  rate  of  time  and  one-half  time. 
Even  hours  will  he  paid  for  at  the  end  of  each  pay  period;  fractions  thereof  will  be 
carried  forward." 

Therefore  overtime  does  not  commence  until  after  eight  hours  of  continuous  service 
(exclusive  of  meal  period),  from  the  assigned  starting  time. 

Walker  D.  Hines, 
Director  General  of  Railroads. 

Interpretation  No.  6  to  Supplement  No.  7  to  General  Order  No.  27. 

Qu'estion.  Does  section  1-B,  article  1,  supplement  4  to  General  Order  No.  27  apply 
to  steam  power-house  oilers,  or  do  they  come  under  section  C,  Article  II,  supplement 
7  to  General  Order  No.  27? 

Decision.  Section  C,  Article  II,  supplement  7  to  General  Order  No.  27. 

Walker  D.  Hines, 
Director  General  of  Railroads. 

Interpretation  No.  7  to  Supplement  No.  7  to  General  Order  No.  27. 


From  about  9p.m.  Saturdays  until  about  3  a.  m.  Sundays,  a  large  volume  of  news- 
papers are  handled  at  a  certain  station,  and  it  is  necessary  to  have  an  extra  force  of 
from  30  to  40  men  to  handle  those  papers.  Some  of  the  men  used  for  this  purpose  are 
regularly  employed  during  the  day  in  the  baggage  room,  others  are  not  employed  by 
the  railroads  in  any  other  capacity. 

This  submission  covers  the  regular  baggage  room  employees  only.  The  time  that 
most  of  these  men  are  engaged  in  this  work  is  approximately  six  hours.  January  1, 
prior  to  the  application  of  General  Order  No.  27,  the  rate  of  pay  was  $3.29  for  this 
Saturday  night  assignment  while  in  December,  1915,  the  rate  was  $2.75,  and  under 
General  Order  No.  27  the  rate  was  made  $3.88. 

contention  or  employees. 

We  contend  that  the  $3.29  rate  should  be  increased  on  the  basis  of  $25  per  month  as 
provided  for  in  Article  No.  6  of  supplement  No.  7  to  General  Order  No.  27. 

contention  of  management. 

That  no  further  increase  is  justified  under  supplement  No.  7;  in  fact  it  is  question- 
able that  if  under  General  Order  No.  27,  Article  2,  section  5,  rule  12,  there  was  justifica- 
tion for  making  the  the  rate  $3.88. 

A  few  baggage-room  employees  are  used  because  of  their  familiarity  with  location 
of  stations,  etc.,  but  there  is  no  good  reason  why  outsiders  (part  time  empfoyees)  can 
not  be  educated  to  handle  all  thtse  papers  without  assistance  of  men  from  baggage 
room  and  then  there  would  he  no  question  as  to  rate  as  such  men  would  receive  h  88 
than  $30  per  month. 

Again  the  increase  of  supplement  No.  7  as  applied  is  to  eight  hours  work;  these 
men  work  but  six  hours  and  sliould  not  receive  the  full  amount  of  increase  the  same 
as  if  they  worked  eight  hours. 

decision. 

The  work  performed  by  the  regular  baggage-room  employees  above  r,  furred  to 
constitutes  a  call  and  shall  be  paid  accordingly.  See  Section  B  and  C  of  Article  XI, 
in  conjunction  with  Article  IV  of  interpretation  No.  1  of  supplement  No.  7,  General 
Order  No.  27. 

Walker  D.  Hines, 
Director  General  of  Railroads. 
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Supplement  No.  8  to  General  Order  No.  27. 

Effective  September  1,  1918.  superseding  General  Order  27,  and  in  lieu  thereof,  as 
to  the  employees  herein  named,  the  follo\ving  rates  of  pay  and  rules  for  overtime  and 
working  conditions  for  all  employees  in  the  maintenance  of  way  department  (except 
mechanics  and  helpers  where  provided  for  in  supplement  No.  4,  General  Order  No. 
27,  and  clerical  forces),  upon  railroads  under  Federal  control  are  hereby  ordered: 

Article  I. 

RATES    OF   PAY. 

(a)  For  all  building,  bridge,  painter,  signal  and  construction,  mason  and  concrete, 
water  supply,  maintainer,  and  plumber  foremen,  establish  a  basic  minimum  rate  of 
$90  per  month,  and  to  this  basic  minimum  rate  and  all  rates  of  S90  per  month  and 
above,  in  effect  as  of  January  1,  1918,  prior  to  the  application  of  General  Order  No.  27, 
add  $25  per  month,  establishing  a  minimum  rate  of  $115  per  month. 

(6)  For  all  asssistant  building,  bridge,  painter,  signal  and  construction,  mason  and 
concrete,  water  supply,  maintainer,  and  plumber  foremen,  and  for  coal  wharf,  coal 
chute,  and  fence  gang  foremen;  pile  driver,  ditching  and  hoisting  engineers,  and  bridge 
inspectors,  establish  a  basic  minimum  rate  of  $80  per  month,  and  to  this  basic  minimum 
rate  and  all  rates  of  $80  per  month  and  above,  in  effect  as  of  January  1,  1918,  prior  to 
the  application  of  General  Order  No.  27,  add  $25  per  month,  establishing  a  minimum 
rate  of  $105  per  month. 

(c)  Fdr  all  track  foremen,  establish  a  basic  minimum  rate  of  $75  per  month,  and  to 
this  basic  minimum  rate  and  all  rates  of  $75  per  month  and  above,  in  effect  as  of 
January  1,  1918,  prior  to  the  application  of  General  Order  No.  27,  add  $25  per  month, 
establishing  a  minimum  rate  of  $100  per  month. 

(d)  Rates  of  pay  for  all  assistant  track  foremen  will  be  5  cents  per  hour  in  excess 
of  the  rate  paid  laborers  whom  they  supervise. 

(e)  For  all  mechanics  in  the  maintenance  of  way  and  bridge  and  building  depart- 
ments, where  not  provided  for  in  supplement  No.  4  to  General  Order  No.  27,  who  were 
on  January  1, 1918,  prior  to  the  application  of  General  Order  No.  27,  receiving  less  than 
40  cents  per  hour,  establish  a  basic  minimum  rate  of  40  cents  per  hour,  and  to  this 
basic  minimum  rate  and  all  rates  of  40  cents  per  hour  and  above  add  13  cents  per  hour, 
establishing  a  minimum  rate  of  53  cents  per  hour. 

(/)  For  helpers  to  all  mechanics  in  the  maintenance  of  way  and  bridge  and  building 
departments,  where  not  provided  for  in  supplement  No.  4  to  General  Order  No.  27, 
who  were  on  January  1, 1918,  prior  to  the  application  of  General  Order  No.  27,  recei^'ing 
less  than  30  cents  per  hour,  establish  a  basic  minimum  rate  of  30  cents  per  hour,  and 
to  this  basic  minimum  rate  and  all  hourly  rates  of  30  cents  per  hour  and  above  add 
13  cents  per  hour,  establishing  a  minimum  rate  of  43  cents  per  hour. 

(g)  For  track  laborers  and  all  other  classes  of  maintenance-of-way  labor  not  herein 
named,  who  on  January  1,  1918,  prior  to  the  application  of  General  Order  No.  27, 
were  receiving  less  than  16  cents  per  hour,  establish  a  basic  minimum  rate  of  16  cents 
per  hour,  and  to  this  basic  minimum  rate  and  all  hourly  rates  of  16  cents  per  hour 
and  above  add  12  cents  per  hour,  establishing  a  minimum  rate  of  28  cents  per  hour, 
provided  that  the  maximum  shall  not  exceed  40  cents  per  hour. 

(h)  For  drawbridge  tenders  and  assistants,  pile  driver,  ditching  and  hoisting  firemen, 
pumper  engineers  and  pumpers,  crossing  watchmen  or  flagmen,  lamp  lighters  and 
tenders,  add  to  the  rate  in  effect  as  of  January  1,  1918,  prior  to  the  application  of 
General  Order  No.  27,  $25  per  month. 

(i)  The  wages  for  new  positions  shall  be  in  conformity  with  the  wages  for  positions 
of  similar  kind  or  class  in  department  where  created. 

Article  II. 

MONTHLY,    WEEKLY,    OR   DAILY    RATES. 

For  all  monthly,  weekly,  or  daily  rated  employees  in  the  department  herein 
referred  to,  and  not  otherwise  provided  for,  increase  the  rates  in  effect  as  of  January 
1, 1918,  prior  to  the  application  of  General  Order  No.  27  on  the  basis  of  $25  per  month. 

Article  III. 

MAXIMUM   MONTHLY   RATE. 

No  part  of  the  increases  herein  specified  shall  be  applied  to  establish  a  salary  in 
excess  of  $250  per  month. 
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Article  IV. 

PRESERVATION    OF   RATES. 

■(a)  The  minimum  rates,  and  all  rates  in  excess  thereof,  as  herein  established,  and 
higher  rates  which  have  been  authorized  since  January  1,  1918,  except  by  General 
Order  No.  27,  shall  be  preserved. 

(b)  Employees  temporarily  or  permanently  assigned  to  higher  rated  positions  shall 
receive  the  higher  rates  while  occupying  such  positions;  employees  temporarily 
assigned  to  lower  rated  positions  shall  not  have  their  rates  reduced. 

Article  V. 

I  exception. 

The  provisions  of  this  order  will  not  apply  in  cases  where  amounts  less  than  $30 
per  month  are  paid  to  individuals  for  special  service  which  only  takes  a  portion  of 
their  time  from  outside  employment  or  business. 

Article  VI. 

HOURS   OF   SERVICE. 

Eight  consecutive  hours,  exclusive  of  the  meal  period,  shall  constitute  a  day's  work. 

Article  VII. 

OVERTIME    AND   CALLS. 

(a)  Where  there  is  no  existing  agreement  -or  practice  more  favorable  to  the  em- 
ployees, overtime  shall  be  computed  for  the  ninth  and  tenth  hour  of  continuous 
service,  pro  rata  on  the  actual  minute  basis,  and  thereafter  at  the  rate  of  time  and 
one-half  time.  Even  hours  will  be  paid  for  at  the  end  of  each  pay  period ;  fractions 
thereof  will  be  carried  forward. 

(b)  When  notified  or  called  to  work,  outside  of  established  hours,  employees  will 
be  paid  a  minimum  allowance  of  three  hours. 

(c)  Employees  will  not  be  required  to  suspend  work  during  regular  hours  to  absorb 
overtime. 

Article  VIII. 

PROMOTION   AND   SENIORITY   RIGHTS. 

(a)  Promotions  shall  be  based  on  ability,  merit,  and  seniority.  Ability  and  merit 
being  sufficient,  seniority  shall  prevail.  The  management  shall  be  the  judge,  subject 
to  an  appeal  as  provided'for  in  Article  IX. 

(6)  The  seniority  rights  of  laborers,  as  such,  will  be  restricted  to  their  gangs,  except 
where  gang  is  abolished  they  may  displace  laborers  in  other  gangs  who  are  junior  in 
service. 

(c)  Except  as  provided  for  in  section  (b)  of  this  article,  the  seniority  rights  of  em- 
ployees referred  to  herein,  to  (1)  new  positions,  (2)  vacancies,  will  be  governed  by  sec- 
tion (a)  of  this  article,  and  will  be  restricted  to  the  maintenance  division  upon  which 
employed. 

(d)  Employees  declining  promotion  shall  not  lose  their  seniority. 

(e)  Employees  accepting  promotion  will  be  allowed  30  days  in  which  to  qualify, 
and  failing,  will  be  returned  to  former  position  without  loss  of  seniority. 

(/)  New  positions  or  vacancies  will  be  promptly  bulletined  for  a  period  of  5  days  at 
the  tool  house  or  in  the  department  where  they  occur.  Employees  desiring  such 
positions  will  file  their  applications  with  the  designated  official  within  that  time,  and 
the  appointment  will  be  made  within  10  days  thereafter.  Such  position  or  vacancy 
may  be  filled  temporarily  pending  assignment.  The  name  of  the  appointee  will 
immediately  thereafter  be  posted  where  the  position  or  vacancy  was  bulletined . 

(g)  In  reducing  forces,  seniority  shall  govern;  foremen  will  displace  other  foremen 
who  are  their  junior  in  service  before  displacing  laborers.  When  forces  are  increased, 
employees  will  be  returned  to  the  service  and  positions  formerly  occupied  in  the 
order  of  their  seniority.  Employees  desiring  to  avail  themselves  of  this  rule  must  file 
their  names  and  addresses  with  the  proper  official.  Employees  failing  to  report  for 
duty  or  to  give  satisfactory  reason  for  not  doing  so  within  seven  days  from  date  of 
notifii^ation  will  be  considered  out  of  the  service. 

(h)  Employees  furloughed  for  six  months  or  less  will  retain  their  seniority. 

(i)  A  seniority  roster  of  all  employees  in  each  classified  department,  showing  name, 
date  of  entering  the  service,  and  date  of  promotion,  will  be  posted  in  a  conspicuous 
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accessible  place  in  each  roadmaster's  or  supervisor's  office.  The  names  of  laborers  who 
have  been  in  the  service  at  least  six  months  prior  to  date  roster  is  posted  or  revised 
will  be  shown,  with  their  relative  standing  and  the  date  they  entered  the  service. 

(j)  The  roster  will  be  revised  and  posted  in  January  of  each  year,  and  shall  be  open 
to  correction  for  a  period  of  60  days  after  date  posted  on  presentation  of  proof  of  error 
by  an  employee  or  representative.  A  copy  will  be  furnished  to  each  foreman  or  duly 
accredited  representative  upon  request. 

Article  IX. 

DISCIPLINE    AND    GRIEVANCES. 

(a)  An  employee  disciplined,  or  who  considers  himself  unjustly  treated,  shall  have 
a  fair  and  impartial  hearing,  provided  written  request  is  presented  to  his  immediate 
superior  within  five  days  of  date  of  advice  of  discipline,  and  the  hearing  shall  be 
granted  within  five  days  thereafter. 

(b)  A  decision  will  be  rendered  within  seven  days  after  completion  of  hearing.  If 
an  appeal  is  taken,  it  must  be  filed  with  the  next  higher  official  and  a  copy  furnished 
the  official  whose  decision  is  appealed  within  five  days  after  date  of  decision.  The 
hearing  and  decision  on  the  appeal  shall  be  governed  by  the  time  limits  of  the  preced- 
ing section . 

(c)  At  the  hearing,  or  on  the  appeal,  the  employee  may  be  assisted  by  a  committee 
of  employees,  or  by  one  or  more  duly  accredited  representatives. 

(d)  The  right  of  appeal  by  employees  or  representatives,  in  regular  order  of  succes- 
sion and  in  the  manner  prescribed,  up  to  and  inclusive  of  the  highest  official  designated 
by  the  railroad  to  whom  appeals  may  be  made,  is  hereby  established. 

'(e)  An  employee  on  request  will  be  given  a  letter  stating  the  cause  of  discipline.  A 
transcript  of  the  evidence  taken  at  the  investigation  or  on  the  appeal  will  be  furnished 
on  request  to  the  employee  or  representative. 

(/ )  If  the  final  decision  decrees  that  charges  against  employee  were  not  sustained, 
the  record  shall  lie  cleared  of  the  charge;  if  suspended  or  dismissed  the  employee  shall 
be  returned  to  former  position  and  paid  for  all  time  lost. 

(g)  Committees  of  employees  shall  l)e  granted  leave  of  absence  and  free  transporta- 
tion for  the  adjustment  of  differences  between  the  railroad  and  the  employees. 

Article  X. 

GENERAL   RULES. 

(a)  For  main  line,  branch  line,  and  yard  section  men.  the  day's  work  will  start  and 
end  at  point  designated  to  report  for  duty  at  their  respective  sections  or  yards. 

(6)  Employees  taken  from  their  regular  assignment  or  outfit,  to  work  temporarily 
elsewhere,  will  be  furnished  with  board  and  lodging  at  the  railroad's  expense. 

(c)  Unless  they  so  desire,  except  in  emergency,  employees  shall  not  be  transferred 
from  one  division  to  another. 

Article  XI. 

'  RULES   FOR   APPLICATION    OF   THIS    ORDER. 

(a)  It  is  not  the  intention  of  this  order  to  change  the  number  of  days  per  month 
for  monthly  paid  employees.  The  increases  per  month  provided  for  herein  shall 
apply  to  the  same  number  of  days  })er  month  which  were  worked  as  of  January  1.  1918. 

(6)  The  pay  of  female  employees  for  the  same  class  of  work,  shall  be  the  same  as 
that  of  men,  and  their  working  conditions  must  be  healthful  and  fitted  to  their  needs. 
The  laws  enacted  for  tlie  government  of  their  employment  must  be  observed. 

Article  XII. 

INTERPRETATION    OF  THIS    ORDER. 

The  rates  of  pay  and  rules  herein  established  shall  be  incorporated  into  existing 
agreements  and  into  agreements  which  may  be  reached  in  the  future,  on  the  several 
railroads;  and  should  differences  arise  between  the  management  and  the  employees 
of  any  of  the  railroads  as  to  such  incorporation,  intent,  or  application  of  tliis  order  prior 
to  the  creation  of  additional  railway  boards  of  adjustment,  such  questions  of  difference 
shall  be  referred  to  tlie  Director  of  the  Division  of  Labor  for  decision,  when  i)roperly 
presented,  subject  always  to  review  by  the  Director  General. 

Agreements  or  practices,  except  as  changed  by  this  order,  remain  in  effect. 

W.  G.  McAdoo. 
Director  General  of  Railroads. 
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Interpretation  No.  1  to  Supplement  No.  8  to  General  Order  No.  27. 
overtime  monthly,  weekly,  or  daily  paid  employees. 

Article  I.  Eight  consecutive  hours,  exclusive  of  the  meal  period,  constituting  a 
day's  work  from  the  effective  date  of  supplement  No.  8  to  General  Order  No.  27,  the 
increases  provided  for  therein  and  applicable  to  monthly,  weekly,  and  daily  paid 
employees,  specified  in  Article  I,  paragraphs  (a),  (6).  (c),  and  (h),  and  Article  II  of 
supplement  No.  8,  are  based  upon  the  recognized  number  of  working  days  constituting 
a  calendar  year  (including  Sundays  and  or  holidays  where  they  have  been  considered 
a  part  of  the  employee's  assignment),  and  the  rates  of  pay  in  effect  January  1 ,  1918, 
prior  to  the  application  of  General  Order  No.  27,  exclusive  of  overtime.  The  following 
examples  illustrate  the  method  to  be  used  in  establishing  the  striaght  time  hourly 
rate  as  the  basis  of  payment  for  overtime  service: 

ftxample  (a).  Elmployees  working  30  days  per  month  on  the  monthly,  weekly,  or 
daily  basis,  at  a  wage  amounting  to  185  per  month  on  January  1,  1918,  prior  to  the 
application  of  General  Order  No.  27,  would  on  September  1,  1918.  under  supplement 
No.  8,  Article  I — (a),  automatically  advance  to  the  basic  rate  of  $90  per  month,  plus 
$25  increase,  estal)lishing  the  rate  of  $115,  or  $1,380  per  year.  In  computing  the 
pro  rata  rate  per  hour  for  overtime  pay  for  monthly,  weekly,  or  daily  paid  employees, 
take  the  number  of  working  days  constituting  a  calendar  year,  multiply  by  eight  and 
divide  the  annual  salary  liy  the  total  hours,  exclusive  of  overtime  and  disregarding 
time  absent  on  vacations,  sick  leave,  holidays,  or  for  any  other  cause.  In  determining 
the  hourly  rate,  fractions  less  than  one-fourth  of  1  cent  shall  be  as  one-fourth  of  1 
cent;  over  one-fourth  and  under  one-half,  as  one-half  cent;  over  one-half  and  under 
three-fourths,  as  three-fourths;  over  three-fourths,  as  1  cent. 

Example  (6).  Yearly  wage  $1,380^-2,880  hours=40.97,  or  41  cents  per  hour 
Example  (c).  Yearlv  wage  $1,500-^2,880  liours=52.1,  or  52.25  cents  per  hour 
Example  (d).  Yearly  wage  $l,800-r-2,880  hours=G2.5  cents  per  hour 
Example  (e).  Yearly  wage  $2,]00-f-2,880  hours=72.91,  or  73  cents  per  hour 
Example  (/).  Yearly  wage  $2,400-^-2,880  liours=83.33,  or  83.5  cents  per  hour 

Note. — It  is  to  be  understood  that  2,8SJ  hours  is  ilhistrative  only:  the  hours  ppr  year  will  vary  as  the 
assigned  work  days  in  a  year  vary. 

Art.  II.  On  February  21,  1918,  the  Director  General  issued  General  Order  No.  8, 
paragraph  3  thereof  reading  as  follows: 

"The  broad  question  of  wages  and  hours  will  be  passed  upon  and  reported  to  the 
Director  General  as  promptly  as  possible  liy  the  present  railroad  wage  commission. 
Pending  a  disposition  of  these  matters  by  the  Director  General,  all  requests  of  em- 
ployees involving  revision  of  schedules  of  general  changes  in  conditions  affecting 
wages  and  hours  will  be  held  in  abeyance  by  both  the  managers  and  employees. 
Wages,  when  determined  upon,  will  be  made  retroactive  to  January  1,  1918,  and 
adjusted  accordingly.  Matters  of  controversy  arising  under  interpretations  of  existing 
wage  agreements  and  other  matters  not  relating  to  wages  and  hours  will  take  their 
usual  course  and  in  the  event  of  inal^ility  to  reach  a  settlement  M'ill  be  referred  to  the 
Director  General." 

If  employees  coming  within  the  scope  of  Supplement  No.  8  to  General  Order  No.  27, 
were  paid  a  punitive  rate  for  overtime  after  the  regular  day's  work,  Sundays  and  or 
holidays  prior  to  February  21,  1918,  the  same  conditions  should  apply  on  the  eight- 
hour  basis.  Any  punitive  overtime  rate  established  for  employees  under  this  inter- 
pretation since  Fe'oruary  21,  1918,  except  as  established  by  the  Director  General,  is 
unauthorized  and  can  nqt  be  recognized- 

Example  (a).  Employees  working  10  hours  per  day  January  1,  1918,  prior  to  the 
application  of  General  Order  No.  27,  and  who  were,  prior  to  February  21,  1918,  paid 
at  the  rate  of  time  and  one-half  time  for  overtime,  should  be  paid  as  follows: 

8  a.  m.  to  12  noon 4  hours'  work 

12  noon  to  1  p.  m 1  hour  for  meal  excluded 

1  p.  m.  to  5  p.  m 4  hours'  work 

5  p.  m.  to  7  p.  m 2  hours  at  rate  of  time  and  one-half  time 

Elapsed  time 11  hours 

Time  for  meal 1  hour  deducted 

Overtime 2  hours 

Total  time  to  be  paid  for 11  hours 
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Example  (b).  Overtime  commences  immediately  following  the  eighth  consecutive 
hour  of  continuous  service,  after  deducting  the  meal  period.  On  the  basis  of  pro 
rata  time  for  the  ninth  and  tenth  hour. 

8  a.  m.  to  12  noon 4  hours'  work 

12  noon  to  1  p.  m 1  hour  for  meal  excluded 

1  p.  m.  to  5  p.  m 4  hours'  work 

5  p.  m.  to  7  p.  m 2  hours'  overtime,  pro  rata  rate 

7  p.  m.  to  9  p.  m 2  hours'  overtime,  1^  times  pro  rata  rate 

Elapsed  time 13  hours 

Time  for  meal 1  hour  deducted 

Continuous  service 12  hours 

Total  time  to  be  paid  for 13  hours 

Example  (c).  Employees  working  straight  through  eight  consecutive  hours: 

6  a .  m .  to  2  p.  m 8  hours'  work. 

2  p.  m.  to  4  p.  m 2  hours'  overtime,  pro  rata  rate. 

4  p.  m.  to  6  p.  m 2  hours'  overtime,  1;^  times  pro  rata  rate. 

Elapsed  time 12  hours. 

Continuous  service 12  hours. 

Total  time  to  be  paid  for 13  hours. 

HOURLY    R.\TE.S. 

Art.  III.  The  employees  coming  imder  the  provisions  of  paragraphs  (e),  (f),  and 
(g)  of  Article  I  of  supplement  No.  8  to  General  Order  No.  27,  who  were,  on  January 
1,  1918,  prior  to  the  application  of  General  Order  No.  27.  paid  on  a  basis  of  10  hours 
or  more  to  constitute  a  day,  for  whom  hourly  rates  have  been  established,  as  per  the 
above-specified  paragraphs,  shall,  on  and  after  September  1,  1918,  the  effective  date 
of  supplement  No.  8,  receive  one-eighth  of  the  wages  received  for  10  hours  on  Jan- 
uary 1,  1918,  prior  to  the  application  of  General  Order  No.  27,  as  their  basic  hourly 
rate,  to  which  shall  be  added  13  rents  per  hour  for  the  employees  coming  under  the 
provisions  of  paragraphs  (e)  and  (/),  observing  the  minimum  rate;  and  12  cents  per 
hour  for  the  employees  coming  imder  the  provisions  of  paragraph  (<j),  provided  the 
hourly  rate  thus  obtained  shall  not  exceed  the  maximum  rate  of  40  cents  per  hoiu-. 

Example  («).  Emploj^ees  coming  under  the  provisions  of  Article  I — (e),  on  a  10- 
hour  basis,  rate  $3.75  per  day;  one-eighth  of  .375  equals  46.87,  or  47  cents  per  hour; 
adding  the  increase  of  13  cents  per  hour  produces  a  rate  of  60  cents  per  hour. 

The  same  method  of  procediue  w"ill  apply  to  the  employees  coming  under  the  pro- 
visions of  Article  I— (/). 

Example  (b).  Employees  coming  under  the  provisions  of  Article  I — [g),  on  a  10- 
hour  basis,  rate  $2.35  per  day;  one-eighth  of  235  equals  29.37,  or  29.5  cents  per  hour; 
adding  the  increase  of  12  cents  per  hour  produces  a  rate  of  41.5  cents  per  hour,  the  rate 
would  revert  to  the  maximum  of  40  cents. 

Note.— To  determine  the  hourly  rate  to  be  paid  employees  on  the  hourly  basi.s  and  for  whom  10  hours 
or  more  were  theestabiislied  hours  of  service,  use  the  method  and  examples  (it)  and  (6)  of  above  .\rticle  III, 
for  tjoth  class:>.s  vvorkine;  less  than  10  nours,  and  over  8  :iours,  one-eighth  of  the  wages  received  for  t  he  num- 
ber of  hours  recognized  as  a  day's  work. 

PAY   FOR   C.\LLS. 

Art.  IV.  Employees  who  are  notified  or  called  to  work  ouitside  the  eight  consecu- 
tive hours,  exclusive  of  the  meal  period  and  continuous  serWce,  constituting  their 
regular  assignment,  shall  be  paid  a  minimum  allowance  of  three  hours  for  two  hours 
work  or  less;  if  held  over  two  hours,  time  and  one-half  time  w411  be  paid,  computed 
on  the  mintite  basis.  * 

Example  (n) 

8  a.  m.  to  12  noon 4    hours' work. 

12  noon  to  1  p.  m 1     hour  for  meal  excluded. 

1  p.  m.  to  5  p.  m 4    hours' work. 

6  p.  m.  to  7.  30  p.  m 1^  hours'  overtime,  1^  times  pro  rata  rate. 

Elapsed  time II J  hours. 

Time  for  meal 1     hour. 

Break  in  continuous  service I    hour. 

Time  for  call 3    hours,  minimum  guaranty. 

Total  time  to  be  paid  for II     hours. 
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Art.  V.  Exclusive  of  employees  whose  regular  assignment  includes  Sundays  and 
or  holidays,  employees  notified  or  called  to  work  on  Sundays  and  or  holidays  will  be 
paid  not  less  than  the  minimum  allowance  of  three  hoiu-s,  and  where  no  existing 
agreement  or  practice  is  more  favorable,  such  employees  will  be  paid  as  per  examples 
(a)  and  (b)  of  Article  II. 

Art.  VI.  Payment  of  overtime  at  a  rate  in  excess  of  pro  rata  wdll  be  computed  from 
and  added  to  tiae  pro  rata  rate. 

Art.  VII.  Unless  acceptable  to  a  majority  of  employees  in  a  department  or  sub- 
diNTision  thereof,  the  meal  period  shall  not  be  less  than  30  minutes  nor  more  than  one 
hour. 

Art.  VIII.  Where  unjustifiable  inequalities  develop  or  exist  in  the  rates  of  pay  for 
relatively  the  same  service  and  responsibility,  as  between  employees  of  the  same 
class  within  the  respective  groups,  as  specified  in  supplement  No.  8  to  General  Order 
No.  27,  the  regional  directors  are  hereby  authorized  to  establish  uniform  rates  of  pay 
by  zones  or  districts  throughout  their  respective  regions,  imder  the  following  con- 
ditions: 

(a)  The  maximimi  rates  established  by  supplement  No.  8  to  General  Order  No.  27 
must  not  be  exceeded  (note  exception  in  (d)  following). 

(b)  Rates  established  by  supplement  No.  8  to  General  Order  No.  27  must  not  be 
reduced. 

(c)  The  specified  differentials  in  the  established  maximum  rates  for  hourly  workers, 
to  be  preserved. 

(d)  Where  differentials  in  wage  rates  existed  for  common  labor  in  favor  of  timnel 
gangs  and  timnel  and  elevated  common  labor,  such  differentials  should  be  main- 
tained, but  in  no  case  extended  to  create  a  greater  differential  than  heretofore  existed. 

(e)  All  rates  herein  pro\ided  for  shall  be  filed  by  the  Regional  Directors  with  the 
Board  of  Railroad  Wages  and  Working  Conditions. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Interpretation  No.  2  to  Supplement  No.  8  to  General  Order  No.  27. 

Question.  Is  it  intended  that  house  and  bridge  carpenters  in  the  maintenance  of 
way  ser\ice  shall  receive  the  rates  of  pay  and  be  governed  by  the  conditions  specified 
in  Article  I,  section  6,  of  supplement  No.  4  to  General  Order  ISTo.  27,  under  the  heading 
of  Carmen? 

Decision.  House  and  bridge  carpenters  in  the  maintenance  of  way  service  come 
under  the  provision  of  supplement  No.  8  to  General  Order  No.  27,  and  their  rates  of 
pay  are  established  as  per  paragraph  (e),  Article  I  of  supplement  8. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Supplement  No.  9  to  General  Order  No.  27. 

In  addition  to  the  duties  heretofore  conferred  upon  the  Board  of  Railroad  Wages 
and  Working  Conditions  it  shall  be  the  duty  of  the  board  to  hear  and  investigate 
matters  presented  by  officers  and  employees'^  of  the  American  Railway  Express  Co. 
or  their  representatives  affecting:  (1)  Inequalities  as  to  wages  and  working  conditions 
whether  as  to  individual  employees  or  classes  of  employees.  (2)  Conditions  arising 
from  competition  with  employees  in  other  industries.  (3)  Rules  and  working  con- 
ditions for  the  several  clases  of  employees,  either  for  the  country  as  a  whole  or  for 
different  parts  of  the  country. 

The  board  in  the  performance  of  these  duties  shall,  as  in  the  case  of  railroad  em- 
ployees, be  solely  an  advisory  body  and  shall  submit  its  recommendations  to  the 
Director  General  for  his  determination. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 
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Supplement  No.  10  to  General  Order  No.  27. 

Effective  October  1,  1918,  for  positions  held  by  telegraphers,  telephone  operators 
(except  switchboard  operators),  agent-telegraphers,  agent-telephoners,  towermen, 
levermen,  tower  and  train  directors,  block  operators  and  staffmen,  the  following 
rates  of  pay,  rules  for  overtime,  and  working  conditions  upon  railroads  under 
Federal  control,  are  hereby  ordered,  superseding  General  Order  No.  27  and  in 
lieu  thereof. 

Article  1. 

(o)  All  employees  herein  specified  shall  be  paid  on  the  hourly  basis. 

(b)  To  determine  the  hourly  rate  for  positions  held  by  monthly  paid  employees, 
other  than  those  provided  for  in  paragraph  («),  Article  VIII,  multij)ly  by  12  the 
regular  monthly  rate  in  effect  as  of  January  1,  1918,  prior  to  the  application  of  General 
Order  No.  27  (exclusive  of  all  compensation  for  extra  services'!  and  di"vide  by  the 
number  of  regularly  assigned  working  days  for  the  year  1918;  then  divide  the  daily 
rate  thus  obtained  by  the  regularly  assigned  or  established  number  of  hours  con- 
stituting a  day's  work,  exclusive  of  ithe  meal  hour. 

(c)  To  determine  the  hourly  rate  for  positions  held  by  weekly  paid  employees, 
other  than  those  provided  for  in  paragraph  (a),  Article  VIII,  multiply  by  52  the 
regular  weekly  rate  in  effect  as  of  January  1,  1918,  prior  to  the  application  of  General 
Order  No.  27  (exclusive  of  all  compensation  for  extra  serAdces),  and  divide  by  the 
number  of  regularly  assigned  working  days  for  the  year  1918;  then  diAnde  the  daily 
rate  thus  obtained  by  the  regularly  assigned  or  established  number  of  hours  con- 
stituting a  day's  work,  exclusive  of  the  meal  hour. 

(d)  To  determine  the  hourly  rate  for  positions  held  liy  dailv  paid  employees,  other 
than  those  provided  for  in  paragraph  (a),  Article  VIII,  di\ide  the  regular  daily  rate 
in  effect  as  of  January  1,  1918,  prior  to  the  application  of  General  Order  No.  27 
(exclusive  of  all  compensation  for  extra  services)  by  the  regularly  assigned  or  estab- 
lished number  of  hours  constituting  a  day's  work,  exclusive  of  the  meal  hour. 

(e)  Where  there  are  no  regularly  assigned  or  established  daily  hours,  for  the  pur- 
pose of  computing  the  hourly  rate,  10  hours  shall  be  used  as  the  divisor. 

(/)  In  determining  the  hourly  rate,  fractions  less  than  one-fourth  of  1  cent  shall  be 
as  one-fourth  of  1  cent;  over  one-fourth  and  under  one-half,  as  one-half  cent;  over 
one-half  and  under  three-fourths,  as  three-fourths  of  1  cent;  over  three-fourths,  as 
1  cent. 

method    of    OBT.UNING    hourly    rate    as    of   .TANUARY   1,    1918 — EXAMPLES. 

Monthly. 

I.  $100X12=11,200,  divided  by  307  day8=$3.9087,  divided  by  8  equals  48.86  cents. 
Hourly  rate  49  cents. 

II.  $100X12=$!, 200,  di\ided  by  312  days=$3.8461,  diA-ided  by  9  equals  42.73  cents. 
Hourly  rate  42.75  cents. 

III.'  $100X12=$!, 200,  divided  by  365  days=$3.2876,  divided  by  10  equals  32.88 
cents.     Hourly  rate  3.'}  cents. 

WeeHij. 

IV.  $20X52  equals  $1,040,  divided  by  312  days  equals  $3.3333,  dixided  by  8  equal 
41.66  cents.     Hourly  rate  41.75  cents. 

V.  $20X52  equals  $1,040,  divided  by  365  days  equals  $2.8493,  divided  by  10  equals 
28.49  cents.     Hourly  rate  28.5  cents. 

Daily. 

VI.  $3  per  day  divided  by  8  equals  37.50  cents.  Hourly  rate  37.5  cents.  $3  per 
day  divided  by  9  equals  33.33  cents.  Hourly  rate  33.5  cents.  $3  per  day  divided  by 
10  equals  30  cents.     Hourly  rate  30  cents. 

Article  II. 

RATES    OF   PAY. 

For  positions  held  by  telegraphers,  telephone  operators  (except  switchboard  opera- 
tors), agent- telegraphers,  agent-telephoners,  towermen,  levermen,  tower  and  train 
directors,  tilock  operators  and  staffmen,  who  were  on  January  1,  1918,  prior  to  the 
application  of  General  Order  No.  27,  receiving  less  than  35  cents  per  hour,  establish  a 
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basic  minimum  rate  of  35  cents  per  hour,  and  to  this  basic  minimum  rate  and  all 
hourly  rates  of  35  cents  and  above,  add  13  cents  per  hour,  establishing  a  l>asic  minimum 
rate  of  48  cents  per  hour. 

Article  III. 

PRESERVATION    OF   RATES   AND   CLASSIFICATION. 

(a)  The  minimum  rates  and  all  rates  in  excess  thereof,  as  herein  established,  and 
higher  rates  which  have  been  authorized  since  January  1,  1918,  except  by  General 
Order  No.  27,  shall  be  preserved. 

(b)  The  entering  of  employees  in  the  positions  occupied  in  the  service  or  changing 
their  classification  or  work  shall  not  operate  to  establish  a  less  favorable  rate  of  pay 
or  condition  of  employment  than  is  herein  established. 

(c)  Where  existing  pay-roll  classification  does  not  conform  to  Article  II,  employees 
performing  service  in  the  classes  specified  therein,  shall  be  classified  in  accordance 
therewith. 

Article  IV. 

EXCEPTION.  # 

The  provision  of  this  order  will  not  apply  in  any  case  where  amounts  less  than  |30 
per  month  are  paid  to  individuals  for  special  service  which  only  takes  a  portion  of 
their  time  from  outside  employment  or  business. 

Article  V. 

HOURS    OF   SERVICE — OVERTIME    AND   CALLS. 

(a)  Eight  consecutive  hours,  exclusive  of  the  meal  hour,  shall  constitute  a  day's 
work,  except  that  where  two  or  more  shifts  are  worked,  eight  consecutive  hours  with 
no  allowance  for  meals  shall  constitute  a  day's  work. 

(b)  Overtime  shall  be  computed  at  the  rate  of  time  and  one-half  time.  Even  hours 
shall  be  paid  for  at  the  end  of  each  pay  period,  fractions  thereof  will  be  carried  forward. 

(c)  When  notified  or  called  to  work  outside  of  established  hours,  employees  will  be 
paid  a  minimum  allowance  of  two  hours  at  overtime  rate. 

(d)  Employees  will  not  be  required  to  suspend  work  during  regular  hours  or  to 
absorb  overtime. 

Article  VI, 

UNITED   «^TATES   MAIL. 

When  the  carrying  of  United  States  mail  and  parcel  post  by  the  employees  herein 
specified  becomes  unduly  burdensome  or  interferes  with  the  proper  operation  of 
trains,  they  will  be  relieved  from  such  work. 

Article  VII. 

DISCIPLINE    AND   GRIEVANCES, 

(a)  An  employee  disciplined  or  who  considers  himself  unjustly  treated,  shall  have 
a  fair  and  impartial  hearing,  provided  written  request  is  presented  to  his  immediate 
superior  within  five  days  of  the  date  of  the  advice  of  discipline,  and  the  hearing  shall 
be  granted  within  five  days  thereafter. 

(6)  A  decision  will  be  rendered  within  seven  days  after  completion  of  hearing.  If 
an  appeal  is  taken,  it  must  be  filed  with  the  next  higher  official  and  a  copy  furnished 
the  official  whose  decision  is  appealed  within  five  days  after  date  of  decision.  The 
hearing  and  decision  on  the  appeal  shall  be  governed  by  the  time  limits  of  the  preced- 
ing section. 

(c)  At  the  hearing,  or  on  the  appeal,  the  employees  may  be  assisted  by  a  committee 
of  employees,  or  by  one  or  more  duly  accredited  representatives. 

(d)  The  right  of  appeal  by  employees  or  representatives,  in  regular  order  of  succes- 
sion and  in  the  manner  prescribed  up  to  and  inclusive  of  the  highest  official  designated 
by  the  railroad  to  whom  appeals  may  be  made  is  hereby  established. 

\e)  An  employee  on  request  will  be  given  a  letter  stating  the  cause  of  discipline.  A 
transcript  of  the  evidence  taken  at  the  investigation  or  on  the  appeal  will  be  furnished 
on  request  to  the  employee  or  representative. 
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'  (/)  If  the  final  decision  decrees  that  charges  against  the  employee  were  not  sustained, 
the  record  shall  be  cleared  of  the  charge;  if  suspended  or  dismissed  the  employee  will 
be  returned  to  former  position  and  paid  for  all  time  lost. 

(g)  Committees  of  employees  shall  be  granted  leave  of  absence  and  free  transporta- 
tion for  the  adjustment  of  differences  between  the  railroad  and  the  employees. 

Article  VIII. 

RULES    FOR   APPLICATION    OF   THIS    ORDER. 

(a)  The  foregoing  basis  will  not  be  applied  to  positions  where  the  compensation 
as  of  January  1,  1918,  was  upon  a  commission  basis,  or  upon  a  combination  of  salary  and 
commission  (not  including  express  or  outside  commissions).  The  board  of  railroad 
wages  and  working  conditions  will  consider  and  make  individual  recommendations 
as  to  the  correct  salary  for  such  positions  when  presented  to  it  in  the  manner  prescribed 
in  supplements  No.  6  and  No.  6-A  to  General  Order  No.  27. 

(6)  The  pay  for  female  employees,  for  the  same  class  of  work,  shall  be  the  same  aa 
that  of  men,  and  their  working  conditions  must  be  healthful  and  fitted  to  theii-  needs. 
The  laws  enacted.for  the  government  of  their  employment  must  be  observed. 

(c)  Vacations  with  pay  are  abolished,  effective  January  1,  1919. 

Article  IX. 

INTERPRETATION    OP  THIS    ORDER. 

The  rates  of  pay  and  rules  herein  established  shall  be  incorporated  into  existing 
agreements  and  into  agreements  which  may  be  reached  in  the  future,  on  the  several 
railroads;  and  should  differences  arise  between  the  management  and  the  employees 
of  any  of  the  railroads  as  to  such  incorporation,  intent,  or  application  of  this  order  prior 
to  the  creation  of  additional  railway  boards  of  adjustment,  such  question  of  differences 
shall  be  referred  to  the  Director  of  the  Division  of  Labor  for  decision,  when  properly 
presented,  subject  always  to  review  by  the  Director  General. 

Agreements  or  practices,  except  as  changed  by  this  order,  remain  in  effect. 

W.  G.  McAdqo, 
Director  General  of  Railroads. 


Supplement  No.  11  to  General  Order  No.  27. 

Effective  October  1,  1918,  superseding  General  Order  No.  27,  and  in  lieu  thereof  as 
to  the  employees  herein  named,  the  following  rates  of  pay,  rules  for  overtime,  and 
working  conditions  upon  railroads  under  Federal  control  are  hereby  ordered: 

Article  I. 

RATES   OF   PAY. 

For  agents,  except  as  provided  for  in  Article  IV,  whose  regular  a!=!signment  does  not 
require  the  sending  or  recei^^ng  of  railroad  train  orders  or  messages  by  telephone  or 
telegraph,  establish  a  basic  minimum  rate  of  870  per  month,  and  to  this  basic  minimum 
rate  and  all  rates  of  $70  and  above,  in  effect  as  of  January  1,  1918.  prior  to  the  applica- 
tion of  General  Order  No.  27,  add  $25  per  month,  establishing  a  minimum  rate  of  $95 
per  month. 

Article  II. 

MAXIMUM   monthly    WAGE. 

No  part  of  the  increases  provided  for  in  this  order  shall  be  applied  to  establish  a 
salary  in  excess  of  $250  per  month. 

Article  III. 

PRESERVATION   OF   RATES. 

(«)  The  minimum  rates  and  all  rates  in  excess  thereof  as  herein  established,  and 
higher  rates  which  have  been  authorized  since  January  1,  1918,  except  by  General 
Order  No.  27,  shall  be  preserved. 
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(b)  Employees  temporarily  or  permanently  assigned  to  higher  rated  positions  shall 
receive  the  higher  rates  while  occupying  such  positions;  employees  temporarily 
assigned  to  lower  rated  positions  shall  not  have  their  rates  reduced. 

Article  IV. 

EXCEPTIONS, 

(a)  The  provisions  of  this  order  will  not  apply  in  cases  where  amounts  less  than 
$30  per  month  are  paid  to  individuals  for  special  service  which  only  takes  a  portion 
of  their  time  from  outside  employment  or  business. 

(6)  For  agents  (except  those  provided  for  in  Article  I  and  in  section  A,  Article  IV) 
whose  compensation  as  of  January  1,  1918,  was  upon  a  commission  basis,  or  upon  a 
combination  of  salary  and  commission  (not  including  express  or  outside  commissions) 
and  for  agents  at  the  smaller  stations  where  the  salary  as  of  January  1,  1918,  prior  to 
the  application  of  General  Order  No.  27,  was  $50  per  month  or  less,  add  $25  per  month 
to  the  rates  in  effect  January  1,  1918,  prior  to  the  application  of  General  Order  No.  27 

Article  V. 

HOURS   OF   service. 

Eight  consecutive  hours  exclusive  of  the  meal  period  shall  constitute  a  day's 
work. 

Article  VI. 

overtime  and  calls. 

(a)  Where  there  is  no  existing  agreement  or  practice  more  favorable  to  the  em- 
ployees, overtime  shall  be  computed  for  the  ninth  and  tenth  hour  of  continuous 
service  pro  rata  on  the  actual  basis,  and  thereafter  at  the  rate  of  time  and  one-half 
time.  Even  hours  Avill  be  paid  for  at  the  end  of  each  pay  period.  Fractions  thereof 
will  be  carried  forward. 

(6)  Employees  who  are  notified  or  called  to  work  outside  the  eight  consecutive 
hours,  exclusive  of  the  meal  period  and  continuous  service,  constituting  their  regular 
assignment,  shall  be  paid  a  minimum  allowance  of  tliree  hours  for  two  hours'  work 
or  less;  if  held  over  two  hours,  time  and  one-half  time  will  be  paid,  computed  on  the 
minute  basis. 

(c)  Exclusive  of  employees  whose  regular  assignment  includes  Sundays  and  or 
holidays,  employees  notified  or  called  to  work  on  Sundays  and/or  holidays,  will  be 
paid  not  less  than  the  minimum  allowance  of  three  hours,  and  where  no  existing 
agreement  or  practice  is  more  favorable,  such  employees  will  be  paid  at  their  regular 
rates. 

(d)  Employees  will  not  be  required  to  suspend  work  during  regular  hours  to  absorb 
overtime. 

Article  VII. 

discipline  and  grievances, 

(a)  An  employee  disciplined  or  who  considers  himself  unjustly  treated,  shall  have 
a  fair  and  impartial  hearing,  provided  written  request  is  presented  to  his  immediate 
superior  within  five  days  of  the  date  of  the  advice  of  discipline,  and  the  hearing  shall 
be  granted  within  five  days  thereafter. 

(6)  A  decision  will  be  rendered  within  seven  days  after  completion  of  hearing.  If 
an  appeal  is  taken,  it  must  be  filed  with  the  next  higher  official  and  a  copy  furnished 
the  official  whose  decision  is  appealed  within  five  days  after  date  of  decision.  The 
hearing  and  decision  on  the  appeal  shall  be  governed  by  the  time  limits  of  the  pre- 
ceding section. 

(c)  At  the  hearing,  or  on  the  appeal,  the  employees  may  be  assisted  by  a  committee 
of  employees,  or  by  one  or  more  duly  accredited  representatives. 

(d)  The  right  of  appeal  by  employees  or  representatives,  in  regular  order  of  suc- 
cession and  in  the  manner  prescribed,  up  to  and  inclusive  of  the  highest  official 
designated  by  the  railroad  to  whom  appeals  may  be  made  is  hereby  established. 

(e)  An  employee  on  request  will  be  given  a  letter  stating  the  cause  of  discipline. 
A  transcript  of  the  evidence  taken  at  the  investigation  or  on  the  appeal  will  be  fur- 
nished on  request  to  the  employee  or  representative. 
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(/)  If  the  final  decision'jdecrees  that  charges  against  employee  were  not  sustained, 
the  record  shall  be  cleared  of  the  charge;  if  suspended  or  dismissed  the  employee 
mil  be  returned  to  former  position  and  paid  for  all  time  lost. 

(g)  Committees  of  employees  shall  be  granted  leave  of  absence  and  free  transporta- 
tion for  the  adjustment  of  differences  between  the  railroad  and  the  employees. 

Article  VI IT. 

RULES   FOR   APPLICATION    OF  THIS    ORDER. 

(a)  It  is  not  the  intention  of|this  order  to  change  the  number  of  days  per  month 
for  monthly  paid  employees.  The  increases  per  month  provided  for  herein  shall 
apply  to  the  same  number  of  days  per  month  which  were  worked  as  of  January  1,  1918. 

(b)  The  pay  of  female  employees,  for  the  same  class  of  work,  shall  be  the  same  as 
that  of  men,  and  their  working  conditions  must  be  healthful  and  fitted  to  their  needs. 
The  laws  enacted  for  the  government  of  their  employment  must  be  observed. 

Article  IX. 

INTERPRETATION    OF   THIS   ORDER. 

The  rates  of  pay  and  rules  herein  established  shall  be  incorporated  into  existing 
agreements  and  into  agreements  which  may  be  reached  in  the  future,  on  the  several 
railroads;  and  should  differences  arise  between  the  management  and  the  employees 
of  any  of  the  railroads  as  to  such  incorporation,  intent,  or  application  of  this  order, 
prior  to  the  creation  of  additional  railway  boards  of  adjustment,  such  questions  of 
differences  shall  be  referred  to  the  Director  of  the  Division  of  Labor  for  decision, 
when  properly  presented,  subject  always  to  review  by  the  Director  General. 

Agreements  or  practices,  except  as  changed  by  this  order,  remain  in  effect. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Supplement  No.  12  to  General  Order  No.  27. 

To  carry  out  the  intent  of  Article  VI,  of  General  Order  No.  27,  and  retroactive  to 
June  1,  1918,  it  is  ordered: 

1.  Employees  in  a  passenger  train  crew,  except  conductor,  collector  and  baggage- 
master,  qualified  and  regularly  required  to  perform  the  following  essential  duties, 
will  be  designated  as  passenger  brakemen  or  flagmen  and  paid  accordingly: 

(a)  Inspect  cars  and  test  signal  and  brake  apparatus  for  the  safety  of  train  move- 
ment. ■ 
(6)  Use  hand  and  lamp  signals  for  the  protection  and  movement  of  trains. 

(c)  Open  and  close  switches. 

{d)  Couple  and  uncouple  cars  and  engines  and  the  hose  amd  chain  attachments 
thereof. 

(e)  Compare  watches  when  required  by  rule. 

2.  Where  white  brakemen  are  not  employed,  the  compensation  and  overtime  rule 
for  colored  brakemen  shall  be  the  same,  for  both  passenger  and  freight  service,  as  for 
the  same  positions  on  the  minimum  paid  contiguous  road. 

3.  This  order  shall  not  curtail  the  duties  of  employees  heretofore  classed  as  "'train 
porters." 

4.  This  order  shall  not  infringe  upon  the  seniority  rights  of  white  trainmen. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 


Supplement  No.  13  to  General  Order  No.  27. 

superseding  supplements  nos.  10  and  11  to  general  order  no.  27. 

Effective  October  1,  1918,  for  positions  held  by  telegraphers,  telephone  operators 
(except  swithcboard  operators),  agents,  agent-telegraphers,  agent-telephcmers,  tower- 
men,  levermen,  tower  and  train  directors,  l)lock  operators,  and  staffmen,  the  following 
rates  of  pay,  rules  for  overtime,  and  working  conditicms  upon  railroads  under  Federal 
control  are  hereby  ordered,  superseding  General  Order  No.  27,  its  supplements  Nos, 
10  and  11,  and  in  lieu  thereof. 
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Article  I. 

(a)  All  employees  herein  specified  shall  be  paid  on  the  hourly  basis  except  those 
pro\dded  for  in  Article  IV. 

(b)  To  determine  the  hourly  basis  for  positions  held  by  monthly  paid  employees, 
multiply  by  12  the  regular  monthly  rate  in  effect  as  of  January  1,  1918,  prior  to  the 
application  of  General  Order  No.  27  (exclusive  of  all  compensation  for  extra  services), 
divide  by  306  (number  of  working  days  for  the  year),  and  apply  provisions  of  section 
(e)  of  this  article. 

(c)  To  determine  the  hourly  rate  for  positions  held  by  weekly  paid  employees, 
multiply  by  52  the  regular  weekly  rate  m  effect  as  of  January  1,  1918,  prior  to  the 
application  of  General  Order  No.  27  (exclusive  of  all  compensation  for  extra  services), 
divide  by  306  (number  of  working  days  for  the  year),  and  apply  provisions  of  section 
(e)  of  this  article. 

(d)  To  determine  the  hourly  rate  of  positions  held  by  daily  paid  employees,  mul- 
tiply the  daily  rate  in  effect  as  of  January  1,  1918,  prior  to  the  application  of  General 
Order  No.  27  (exclusive  of  all  compensation  for  extra  services),  by  365,  divide  the 
result  by  306  (number  of  working  days  for  the  year),  and  apply  provisions  of  section 
(e)  of  this  article. 

(e)  Employees  who  were  on  January  1,  1918,  prior  to  the  application  of  General 
Order  No.  27,  paid  on  a  basis  of  10  hours  or  more  to  constitute  a  day's  work,  shall 
receive  one-eighth  of  the  wages  received  for  10  hours  on  January  1,  1918,  prior  to  the 
application  of  General  Order  No.  27,  as  their  basic  hourly  rate;  employees  working 
less  than  10  hours  and  over  8  hours  shall  receive  one-eighth  of  the  wages  received  for 
the  number  of  hours  recognized  as  a  day's  work. 

(/)  Where  there  are  no  regularly  assigned  or  established  daily  hours  for  the  purpose 
of  computing  the  hourly  rate,  daily  hours  shall  be  regarded  as  10,  one-eighth  of  which 
will  be  the  hourly  rate. 

(g)  In  determining  the  hourly  rate,  fractions  less  than  one-fourth  of  1  cent  shall 
be  as  one-fourth  of  1  cent;  over  one-fourth  and  under  one-half,  as  one-half  cent;  over 
one-half  and  under  three-fourths,  as  three-fourths  of  1  cent;  over  three-fourths,  as 
1  cent. 

Article  II. 

RATES   OF   PAY. 

For  positions  held  by  telegraphers,  telephone  operators  (except  switchboard  oper- 
ators), agents  (except  as  provided  in  Article  IV),  agent  telegraphers,  agent  telephoners, 
towermen,  levermen,  tower  and  train  directors,  block  operators  and  staffmen,  to  the 
rates  in  effect  on  January  1,  1918,  prior  to  the  application  of  General  Order  No.  27 
add  13  cents  per  hour  and  2  cents  per  hour  additional  in  lieu  of  vacations  (applicable 
to  all  roads  irrespective  of  present  practice).  Where  this  increase  fails  to  establish  a 
rate  of  48  cents  per  hour,  establish  a  minimum  rate  of  48  cents  per  hour. 

Article  III. 

PRESERVATION    OF   RATES   AND   CLASSIFICATION. 

(a)  The  minimum  rates  and  all  rates  in  excess  thereof,  as  herein  established,  and 
higher  rates  which  have  been  authorized  since  January  1,  1918,  shall  be  preserved. 

(b)  The  entering  of  employees  in  the  positions  occupied  in  the  service  or  changing 
their  classification  or  work  shall  not  operate  to  establish  a  less  favorable  rate  of  pay  or 
condition  of  employment  than  is  herein  established. 

(c)  \\1iere  existing  pay  roll  classification  does  not  conform  to  Article  II,  employees 
performing  service  in  the  classes  specified  therein  shall  be  classified  in  accordance 
therewith. 

Article  IV. 

EXCEPTIONS. 

The  pro\'isions  of  this  order  will  not  apply: 

(a)  To  cases  where  salaries  less  than  $30  per  month  are  paid  to  individuals  for  special 
service  which  only  takes  a  portion  of  their  time  from  outside  employment  or  business. 

(b)  To  agents  whose  compensation  as  of  January^  1,  1918,  was  upon  a  commission 
basis,  '^r  upon  a  combination  of  salary  and  commissions  (not  including  express  or  out- 
side commissions). 

(c)  To  agents  whose  duties  are  supervisory  and  who  do  not  perform  routine  office 
work,  nor  the  small  nontelegraph  stations  (except  where  they  are  now  included  in 
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agreements),  which,  on  account  of  the  varying  character  and  extent  of  their  work  and 
responsibilities,  can  not  be  intelligently  treated  as  a  class. 

The  Federal  manager  on  each  railroad  is  hereby  instructed  to  consider  the  indi- 
vidual cases  of  the  smaller  nontelegraph  stations,  or  stations  paid  on  a  commission 
basis  or  on  a  combination  of  salary  and  commission,  both  as  to  compensation  and 
working  conditioUvS,  with  committees  of  employees,  and  where  agreement  can  be 
reached  are  authorized  to  put  the  same  into  effect. 

In  case  of  disagreement,  either  as  to  compensation  and  of  working  conditions,  or 
as  to  whether  a  station  comes  properly  under  the  terms  of  this  article,  the  exact  points 
of  such  disagreement  shall  be  reported  to  the  board  of  railroad  wages  and  working 
conditions  through  the  regional  director  for  consideration  and  recommendation  to  me. 

Article  V. 

HOURS    OF   SERVICE — OVERTIME    AND   CALLS. 

(o)  Eight  consecutive  hours,  exclusive  of  the  meal  hour,  shall  constitute  a  day's 
work,  except  that  where  two  or  more  shifts  are  worked,  eight  consecutive  hours  with 
no  allowance  for  meals  shall  constitute  a  day's  work. 

(6)  Overtime  shall  be  computed  at  the  rate  of  time  and  one-half  time.  Even  hours 
shall  be  paid  for  at  the  end  of  each  pay  period,  fractions  thereof  ViiW  be  carried  forward. 

(c)  When  notified  or  called  to  wo)rk  outside  of  established  hours,  employees  will  be 
paid  a  minimum  allowance  of  two  hours  at  overtime  rate. 

(d)  Employees  will  not  be  required  to  suspend  work  during  regular  hours  or  to 
absorb  overtime. 

Article  VI. 

UNITED   STATES   MAIL. 

When  the  carrying  of  United  States  mail  and  parcel  post  by  the  employees  herein 
specified  becomes  unduly  burdensome  or  interferes  with  the  proper  operation  of 
trains,  they  will  be  relieved  from  such  work. 

Article  VII. 

DISCIPLINE   AND    GRIEVANCES. 

(a)  An  employee  disciplined,  or  who  considers  himself  unjustly  treated,  shall  have 
a  fair  and  impartial  hearing,  provided  written  request  is  presented  to  his  immediate 
superior  within  five  days  of  the  date  of  the  advice  of  discipline,  and  the  hearing  shall 
be  granted  within  five  days  thereafter. 

(b)  A  decision  ^vill  be  rendered  within  seven  days  after  completion  of  hearin^^.  If 
an  appeal  is  taken,  it  must  be  filed  with  the  next  higher  official  and  a  copy  furnished 
the  official  whose  decision  is  appealed  within  five  days  after  date  of  decision.  The 
hearing  and  decision  on  the  appeal  shall  be  governed  by  the  time  limits  of  the  pre- 
ceding section. 

(c)  At  the  hearing,  or  on  the  appeal,  the  employees  may  be  assisted  by  a  com- 
mittee of  employees,  or  by  one  or  more  duly  accredited  representatives. 

((•/)  The  right  of  appeal  by  employees  or  representatives,  in  regular  order  of  succession 
and  in  the  manner  prescribed,  up  to  and  inclusive  of  the  highest  official  designated  by 
the  railroad  to  whom  appeals  may  be  made  is  hereby  established. 

(e)  An  employee  on  request  will  be  given  a  letter  stating  the  cause  of  discipline. 
A  transcript  of  the  evidence  taken  at  the  investigation  or  on  the  appeal  vrill  be 
furnished  on  request  to  the  employee  or  representative. 

(/)  If  the  final  decision  decrees  that  charges  against  the  employee  were  not  sustained, 
the  record  shall  be  cleared  of  the  charge;  if  suspended  or  dismissed,  the  employee  will 
be  returned  to  former  position  and  paid  for  all  time  lost. 

(g)  Committees  of  employees  shall  be  granted  leave  of  absence  and  free  transpt)r- 
tation  for  the  adjustment  of  differences  between  the  railroad  and  the  employees. 

(h)  Where  the  time  limits  in  discipline  and  grievance  rules  now  in  effect  are  more 
extensive  they  may  be  preserved. 
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Article  VIIL 

rules  for  application  of  this  order. 

(«)  The  pay  for  female  emplnyees.  for  the  same  class  of  work,  shall  be  the  same  as 
that  of  men,  and  their  workmg  conditions  must  be  healthful  and  fitted  to  their  needs. 
The  laws  enacted  for  the  government  of  their  employment  must  be  observed. 

(b)  If  the  o])eration  of  this  order  creates  either  unreasonably  low  or  excessively 
high  rates  for  service,  indi^'idual  cases  and  circumstances  considered,  it  will  be  the 
duty  of  tlie  board  of  railroad  wages  and  working  conditions  to  investigate,  on  com- 
plaint, and  recommend  equitable  ti'eatment  therefor. 

(c)  Vacations  with  pay  are  abolished,  effective  January  1,  1919. 

Article  IX. 

INTERPRETATION    OP   THIS    ORDER. 

The  rates  of  pay  and  rules  herein  established  shall  be  incorporated  into  existing 
agreements  and  into  agreements  which  may  be  reached  in  tlie  future,  on  the  several 
railroads;  and  should  differences  arise  between  the  management  and  the  employees 
of  any  of  the  railroads  as  to  such  incorporations,  intent  or  application  of  this  order, 
such  question  of  differences  shall  be  referred  through  the  Director  of  the  Division  of 
Labor  as  prescribed  in  supplements  6  and  Ga  to  General  Order  No.  27  for  decision, 
subject  always  to  review  by  the  Director  General. 

Agreements  or  practices,  except  as  changed  by  this  order,  remain  in  effect. 

In  reaching  the  conclusions  upon  which  this  order  is  based,  1  have  given  special 
consideration  to  the  problem  presented  of  work  on  Sundays  and  holidays.  1  am  in 
full  sympathy,  as  every  reasonable  man  must  be,  with  tlie  natural  desire  of  the  em- 
ployees to  be  released  from  Sunday  ajid  holiday  labor  as  far  as  possible.  Not  only 
are  employees  the  better  for  such  periods  of  rest  and  recreation,  but  they  naturally 
prefer  for  that  purpose  Sundays  and  holidays,  because  all  the  habits  of  our  people 
are  so  adjusted  that  rest  and  recreation  are  more  feasible  and  satisfactory  on  those 
days  than  on  other  days. 

I  am  satisfied  that  in  the  past  there  has  been  a  great  deal  of  unnecessary  work  on 
Sundays  and  holidays,  and  that  methods  can  and  must  be  adopted  to  confine  such 
work  in  the  future  to  what  is  necessary.  At  the  same  time  we  must  face  the  fact 
that  the  entire  public  expects  the  railroads  to  be  operated  on  Simdays  and  holidays, 
as  well  as  on  other  days;  hence  it  is  impossible  to  adopt  any  plan  which  will  eliminate 
Sunday  and  holiday  labor. 

Tliis  order  which  I  am  promulgating  will,  in  itself,  go  far  toward  eliminating  Sun- 
day and  holiday  work  wherever  practicable  and  toward  reducing  such  work,  where 
it  can  not  be  eliminated,  to  the  fewest  number  of  hours.  This  will  result  from  the 
fact  that  hereafter  all  such  work  will  be  paid  on  an  hourly  basis  instead  of  on  a  monthly 
basis,  as  has  been  true  in  the  past  to  a  considerable  extent.  Therefore,  the  employ- 
ing officer  will  realize  that  he  must  pay  additionally  for  every  hour  of  Sunday  and 
holiday  work,  and  Ms  anxiety  to  prevent  unnecessary  expense  will  be  a  strong  induce- 
ment to  eliminate  unnecessary  work  on  those  days.  I  regard  tliis  as  a  great  step 
forward,  and  I  believe  I  am  justified  in  expecting  that  it  will  bring  about  a  marked 
reduction  in  Sunday  and  holiday  work  of  an  avoidable  character. 

I  propose  to  supplement  this  action  by  definite  orders  that  a  special  study  must 
be  made  for  the  purpose  of  eliminating  Sunday  and  holiday  work  wherever  practi- 
cable and,  where  it  can  not  be  eliminated,  of  minimizing  it  to  the  fewest  number 
of  hours.  I  l)elieve  the  special  effort  which  will  conseciuently  be  made  in  this  direc- 
tion will,  coupled  with  the  strong  inducement  arising  from  the  new  basis  of  payment, 
bring  about  an  early  and  substantial  reform  in  this  important  matter. 

Employees  who  "have  heretofore  had  to  work  on  Sundays  and  holidays  will  get, 
through  this  order,  a  direct  compensation  for  that  condition  by  reason  of  the  fact  that 
their  hourly  rates  of  pay  in  the  future  wili  be,  to  a  large  extent,  substantially  increased, 
as,  from  an  examination  of  Article  I,  it  will  be  seen  that  in  determining  the  hourly 
wage  a  divisor  of  306  days  has  been  used,  which  will  in  a  large  measure  compensate 
for  punitive  Sunday  and  holiday  overtime. 

It  has  not  been  practicable  to  adopt  a  plan  for  paying  a  punitive  overtime  rate  for 
time  worked  on  Sundays  and  holidays.  The  object  for  such  punitive  allowances  is 
to  impose  a  penalty  or  punishment  for  the  work  to  which  the  allowances  attach.  In 
the  nature  of  things  it  is  unjustifiable  to  impose  such  punishment  in  respect  of  work 
which  can  not  be  avoided.     Such  punitive  allowance  is  not  necessary  to  cause  the 


1614      EXTENSION   OF   GOVERNMENT   CONTROL   OF   RAILROADS. 

elimination  of  such  work  or  its  reduction  to  a  minimum,  because  that  result  can  and 
will  be  brought  about  by  the  adoption  of  the  hourly  rates  and  special  instructions 
which  will  be  issued  to  reduce  Sunday  and  holiday  work  where  practicable. 

W.  G.  McAdoo, 
Director  General  of  Railroads. 

Interpretation  No.  1  to  Supplement  No.  13  to  General  Order  No.  27. 

Question.  Supplement  No.  10  to  General  Order  No.  27,  issued  under  date  of  Novem- 
ber 16,  superseding  General  Order  No.  27,  effective  October  1,  1918.  Should  back  pay 
be  adjusted  for  employees  who  left  the  service  prior  to  November  16,  1918? 

Decision.  Employees  leaving  the  service  between  October  1,  1918,  and  December 
28,  1918.  should  properly  have  back  pay  accruing  between  those  dates  adjusted  to 
comply  with  the  requirements  of  Supplement  No.  13. 

Walker  D.  Hines, 
Director  General  of  Railroads. 

Interpret.^tion  No.  3  to  Addendum  No.  2  to  Supplement  No.  4  to  General 

Order  No.  27. 

Question.  On  what  date  do  the  increases  provided  for  in  addendum  No.  2  to  sup- 
plement No.  4  to  General  Order  No.  27  become  effective? 
Decision.  September  1.  1918. 

Walker  D.  Hines, 
Director  General  of  Railro  il^. 

Number  of  employees  by  classes;  totals  for  class  1  roads  xoider  Federal  control,  October,  '  '77, 
December,  1917:  October,  1918;  and  January,  1919. 

[Compiled  by  operating  statistics  section,  division  of  operation.] 


Item. 


Miles  of  road  operated 

1.  General  olFicers,  $3,000  per  annum 

and  upward 

2.  General  ollicers,  below  $3,000  per 

annum 

3.  Division  olTlccrs,  $.3,000  per  annum 

and  upward 

4.  Division  oflicers  below  $3,000  per 

annum 

5.  Clerks,  $900  per  annum  and  up- 

ward  

6.  Clerks  below  .?900  per  annum 

7.  Messengers  and  attendants 

8.  -Assistant  engineers  and  draftsmen. 

9.  M.  \V.  and  S.  foremen 

10.  Section  foremen 

11.  General  foremen — M.   E.  depart- 

ment  

12.  Gang  and  other  foremen — M.  E. 

department 

13.  Machinists 

14.  noilermakcrs 

1.5.  Blacksmiths 

16.  Masons  and  bricklayers 

1 7.  Structural  iron  workers 

18.  Carpenters 

19.  Painters  and  upholsterers 

20.  Electricians 

21.  Air-brake  men 

22.  Car  inspectors 

23.  Car  repairers 

24.  Other  skilled  laborers 


Octo- 
ber, 
1917 


Decem- 
ber, 
1917. 


4,221 


9,381 

92, 734 
9.5, 424 

8,404 
11,272 

8,056 
39, 702 

1,611 

18,094 

41,439 

13,053 

8,119 

1,565 

861 

52, 286 

11,330 

9,621 

5, 8.55 

20,036 

67, 451 

54, 297 


4,219 


3,369  3,191 

1,353  1,738 

9,415 


108, 325 
86,368 

9,836 
10,828 

7,748 
39,333 

1,679 

18,419 

42,991 

13,482 

8,419 

1,322 

897 

50,818 

9,904 

9,835 

5,850 

20, 775 

66, 440 

55, 320 


Octo- 
ber, 
1918. 


Janu- 
ary, 
1919. 


228,757 

4,043 

2,698 

2,467 

9,122 

196,616 
12,446 

9,430 
10, 185 

8,503 
40, 630 

1,625 

19,662 

49,919 

15,862 

9,100 

1,650 

764 

54, 550 

11,761 

10,911 

6,272 

22, 077 

77, 8.59 

57,947 


4,365 

2,508 

3,747 

8, 729 

205,634 
8,880 
9,799 

10, 765 
7,726 

39,706 

1,614 

21,412 

54,078 

16,914 

9,934 

1,347 

646 

55,714 

11,031 

11,917 

7,360 

24,908 

81,801 

57, 344 


Comparison  of  January, 
1919,  with  December, 
1917. 


In- 
crease. 


De- 
crease. 


146 


2,009 


97,309 


373 


2,993 
11,087 
3,432 
1,515 
25 


4,896 
1,127 
2,082 
1,510 
4,133 
15,361 
2,024 


683 


77,488 

37 

63 

.    22 


65 


251 


Per 
cent. 


3.5 

121.4 

115.6 

1  7.3 

89.8 
189.7 
>  0.4 
10.6 
10.3 
0.9 

'3.9 

16.2 
25.8 
25.5 
18.0 

1.9 
128.0 

9.6 
11.4 
21.2 
25.8 
19.9 
23.1 

3.7 


'  Percentage  of  decrease. 
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Number  of  employees  by  classes;  totals  for  class  1  roads  under  Federal  control,  October,  1917; 
December,  1917;  October,  1918;  and  January,  1919 — Continued. 


Item. 


Mechanics'  helpers  and  appren- 
tices   

Section  men 

Other  unskilled  laborers 

Foremen  of  construction  gangs  and 
work  trains 

Other  men  in  construction  gangs 
and  work  trains 

Traveling  agents  and  solicitors 

Employees  in  outside  agencies 

Other  traffic  employees 

Train  dispatchers  and  directors . . . 

Telegraphers,  telephone  and  block 
operators 

Telegraphers,  telephone  operating 
interlockers 

Levermen  (nontelegraphers) 

Telegrapher-clerks 

Agent-telegraphers 

Station  agents  (nontelegraphers) . . 

Station  masters  and  assistants 

Station  service  employees 

Yardmasters 

Yardmasters'  assistants 

Yard  engineers  and  motormen 

Yard  firemen  and  helpers 

Yard  conductors  (or  foremen) 

Yard  brakemen  (switchmen  or 
helpers ) 

Yard  switch  tenders 

Other  yard  employees 

Hostlers 

Enginehouse  men 

Road  freight  engineers  and  motor- 
men  

Road  freight  firemen  ani  helpers.. 

Road  freight  conducto;  ^ 

Road  freight  brakemen  and  flag- 
men  

Road  passenger  engineers  and 
motormen 

Road  passenger  firemen  and  help- 
ers  

Road  passenger  conductors 

Road  passenger  baggagemen 

Road  passenger  brakemen  and 
flagmen 

Other  road  train  employees 

Crossing  flagmen  and  gatemen 

Drawbridge  operators 

Floating  equipment  employees 

Express  service  emploj'ces 

Policemen  and  watchmen 

Other  transportation  employees. . . 

AU  other  employees 


87,715 
227, 164 
107, 495 

2,660 

35, 028 

5,765 

1,734 

649 

5,144 

20,  755 

7,592 

3,412 

10, 993 

19, 069 

14, 385 

587 

117,954 

3,794 

2,674 

20,120 

20, 896 

20, 073 

52, 092 
4,872 
3,936 
7,973 

55, 660 

34,517 
37, 348 
27, 709 

69,  718 

13, 082 

12, 787 
10,457 
5,415 

14,633 
3,550 

15,895 

1,331 

8,584 

1 

12,130 
5,780 

20, 453 


Total 1,  733, 115 


92,027  I  99,618 
212,955  ]  270,879 
104,180  I     116,025 


2,245 

28, 625 

5,238 

1,348 

466 

5,197 


7,597 

3,472 

11,278 

19,162 

14,331 

610 

110,011 

3,832 

3,092 

20, 306 

20, 804 

20, 404 

50, 871 
4,837 
3,637 
8,576 

60, 318 

33,026 
35, 560 
26,278 

65, 020 

12, 890 

12, 4.52 
10,559 
5,502 

14, 290 
3,700 

15,512 

1,264 

7,999 

8 

12, 323 
5,601 

18,174 


2,875 

33, 708 

1,219 

1,107 

596 

5,561 


20,955  I   21,552 


7,648 

3,475 

11,271 

19, 001 

14,317 

618 

110,308 

3,965 

3,466 

21,282 

21,712 

21,055 

53, 820 
5,304 
4,662 
9,162 

63, 790 

34, 818 
38, 035 
27,  785 

69,018 


11,991 
10,148 
5,364 

14,140 
3,611 

17,081 

1,388 

8,061 

6 

13, 795 
6,244 

18,147 


Janu- 
ary, 
1919. 


109,951 

247,474 
121,986 

2, 163 

30, 120 

1,237 

974 

400 

5,438 

21,911 

7,814 

3,959 

11,480 

18, 823 

14,068 

690 

101,202 

4,429 

3,569 

19, 729 

20, 630 

19, 864 

51,682 
5,581 
4,557 
9,883 

71,135 

32, 044 
34, 375 
25, 232 

62, 925 

11,831 

11,652 
10,002 
5,323 

13, 606 
3,654 

20, 669 

1,451 

7,820 

15 

10,616 
5,779 

17,908 


Comparison  of  January, 
1919,  with  December, 
1917. 


In- 
crease. 


1,703,684    1,855,911    1,843,530   139,846 


17,924 
24, 519 
17,806 


241 


217 

487 
202 


80 


597 

477 


811 

744 

920 

1,307 

10,817 


5,157 

187 


7 
'i78' 


De- 
crease. 


4,001 
374 


339 
263 


577 
174 
540 


982 
1,185 
1,046 

2,095 

1,059 

800 
557 
179 


Per 
cent. 


19.5 
16.2 
17.1 

13.7 

5.2 

1  76.4 

127.8 

114.2 

4.6 

4.6 

2.9 
14.0 

1.8 
11.8 
11.8 
13.1 
18.0 
15.6 
15.4 
12.8 
10.8 
1  2.6 


1.6 

15.4 
25.3 
15.2 
17.9 


13.0 
13.3 
14.0 


16.4 
1  5.3 
13.3 


684  1  4. 8 

46  11.2 

'.  33.2 

14.8 

179  ,  12.2 

I  87.5 

1, 707  1  13. 9 

3. 2 

"266"  1K5 

8. 2 


1  Percentage  of  decrease. 
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Number  of  employees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  1918,  Jan.  16, 

1919. 
[Compiled  by  Operating  Statistics  Section,  Division  of  Operation.] 


Railroad. 


Total,  New  England  district. 

Total,  central  district 

Total,  Oliio-Indiana  district. 


Miles  of 
road 
Octo- 
ber, 
1918. 


Grand  total,  eastern  region . 


Total,  Allegheny  Rei;ion 

Total,  Pocahontas  Resrior 

Total.  Southern  Region , 

Total,  Northwestern  Re^ioi  — 
Total,  Central  Western  Region. 
Total,  Southwestern  Region 


Grand  total,  all  regions. 


EASTERN  REGION. 

New  England  district. 

Bangor  &  Aroostook 

Boston  &  Albany 

Boston  &  Maine 

Central  New  England 

Central  Vermont 

Grand  Trunk  in  New  England 

Maine  Central 

New  York,  New  Haven  &  Hartford.. 
Rutland 

Total,  New  England  district . . . 

Central  diHrict. 

Ann  Arbor 

Butfilo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson 

Delaware,  Lackawanna  &  Western.. 

Detroit  &  Mackinac 

Detroit  &  Toledo  Shore  Line 

Erie  (ln?luding  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

Lehigh  &  New  Ent'land 

Lehigh  Valley 

Michigan  Central 

Monongahela , 

New  York  Central 

New  York,  Chicaso  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York.  Susquehanna  &  Western 

Pere  Marquette 

Pittsburgh  &  Lake  Erie 

Pittsburgh  &  Shawmut 

Pittsburgh  &  West  Virginia 

Ulster  &  Delaware 

Wabash 

Total,  central  district 

Ohio-Indiana,  dintrict. 

Chicago,  Indianapolis  &  Louisville... 
Cincinnati,  Indianapolis  &  Western.. 

Cincinnati  Nortiiern 

Cleveland,    Cincinnati,  Chicago    & 

St.  Louis 

Detroit ,  Toledo  &  Ironton 

Hocking  Valley 

Kanawha  &  Michigan 

Lake  Erie  &  Western 

Toledo  &  Ohio  Central 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie 

Total,  Ohio-Indiana  district . . . 

Grand  total,  eastern  region. . . . 


8,159 

21,352 

6, 825 


36, 336 


19, 744 
5,076 
37,287 
47.191 
51,490 
31,633 


228, 757 


8,159 


294 
585 
903 
996 
353 
62 

2, 259 

97 

222 

1,436 

1,862 
lOS 

5,685 
523 
568 
136 

2,233 

225 

94 

63 

129 

2,519 


General  officers  $3,000  per 
annum  and  upward. 


Octo- 
ber, 
1917. 


184 
735 
155 


1.074 


599 
142 
622 
607 
702 
475 


4, 221 


184 


21,352 


657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 


6,825 


36.336 


6 

31 

48 

63 

3 

3 

101 

9 

8 

61 

44 

6 

196 

24 

16 

1 

33 

23 

6 

7 

5 

41 


49 


1.55 


1,074 


De- 
cem- 
ber, 
1917. 


192 
724 
152 


1,068 


622 
135 
582 
581 
740 
491 


4,219 


192 


4 
25 
30 
61 

6 

3 
98 
11 

8 
62 
48 

6 

290 

25 

17 

1 
36 
24 

6 
10 

6 
37 


724 


152 


1,068 


Octo- 
ber, 
1918. 


211 
710 
157 


1,078 


557 
142 
585 
571 
675 
435 


Jan- 
uary, 
1919. 


225 
760 
175 


1.160 


4,043 


103 
12 

6 
50 
44 

6 

186 

27 

17 

1 
39 
22 


627 
140 
623 
622 

701 
489 


4,365 


122 
11 

8 
51 
53 

7 
194 
27 
18 

1 
48 
22 


710 


157 


1,078 


175 


1,160 


General  officers  below  $3,000 
per  annum. 


Octo- 
ber, 
1917. 


101 
146 
164 


721 


340 
102 
664 
397 
581 
564 


3,369 


De- 
cem- 
ber, 
1917. 


96 
451 
156 


703 


334 

77 
581 
360 
539 
594 


3,191 


446 


96 


5 
22 
37 
36 

9 

4 
119 

6 
16 
19 
35 

3 
20 
13 

9 


164 


156 


130 


112 


703 


577 


540 
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Railroad. 


ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 
west) 

Bessemer  &  Lake  Erie 

Buffalo  &  Susquehanna 

<'entral  of  New  Jersey 

Cumberland  Valley 

Orand  Rapids  &  Indiana 

Lon<j  Island 

New  York,  Philadelphia  &  Norfolk.. 

Pennsylvania  (eistern  lines) 

I'ennsvl  rania  (western  lines,  includ- 
ing i'..C.  C.  &  St.  L.) 

Philadelphia  &  Reading 

Western  Maryland 

■West  .Jersey  k  Seashore 

Total.  Allegheny  Region 

POCAHONTAS  REGION. 

Chesapeake     &     Ohio     (including 

C.  &  O.  of  Ind.) 

Norfolk  it  Western 

Virginian 

Total,  Pocahontas  Region 

SOUTHERN  REGION. 

Alabama  &  Vicksburg , 

Alabama  (ireat  Southern 

Atlanta  &  West  Point 

Atlanta,  Birmingham  &  Atlantic — 

Atlantic  Coast  T4ne 

Carolina,  Clmchfield  &  Ohio , 

Central  Georgia 

Charleston  &  Western  Carolina , 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  East  Coast 

Georgia 

Georgia,  Southern  &  Florida , 

Gulf  &  Ship  Island , 

Gulf,  Mobile  &  Northern 

IllinoisCentrali  including  Y.&  M.V.) 

Louisville  &  Nashville 

Louisville,  Henderson  &  St.  Louis.. 

Mississippi  Central , 

Mobile  &  Ohio 

Nashville,  Chattanooga  &  St.  Louis. 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Fredericksburgh  &  Po- 
tomac (including  Washington 
Southern) 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 

Total,  Southern  Region 

117900— 19— VOL  1 


Miles  of 
road 
Octo- 
ber, 
1918. 


General  officers  $3,000  per 
annum  and  upward. 


Octo- 
ber, 
1917. 


b,  142 
225 
297 
616 
■  164 
.i70 
398 
122 

5,342 

4,141 

1,629 

70S 

360 


19, 744 


2,499 

2,088 
489 


141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 

765 

329 

402 

307 

404 

6,164 

4,997 

200 

164 

987 

1,248 

196 

285 

897 


123 

3,563 

6,983 

278 

293 


37, 287 


l.'il 

18 

6 

36 

11 

7 

25 

1 

154 

137 
34 
19 


599 


De- 
cem- 
ber, 
1917. 


155 
18 
6 
36 
11 


139 
36 
19 


Octo- 
ber, 
1918. 


Jan- 
uary, 
1919. 


2 

6 
11 
48 
13 
34 

3 

5 
23 

6  I 

6 

7 

12 

116 

55 

3 

5 
17 
29 

1 

5 
13 


131 


622 


12 
102 

51 
4 
3 

13 

21 
1 
5 

15 


46 
143 


582 


138 

22 

8 

23 


27 

1 

136 

119 
49 
16 


557 


162 

2,S 

8 

26 

10 

9 

29 

1 

155 

127 
55 
17 


627 


General  officers  below  $3,000 
per  annum. 


Octo- 
ber, 
1917. 


11.^) 
16 
5 
14 

17 


De- 
cem- 
ber, 
1917. 


340 


142 


111 
13 
4 
18 
19 
3 
1 
1 
62 

49 
29 
24 


140 


102 


77 


21 
2 
6 
4 

10 
112 
57 
6 
10 
13 
22 


9 

58 
125 


585 


1 

1 

3 

16 

43 

14 

36 

3 

7 
24 
5 
6 
4 

10 
109 
62 
6 
10 
13 
27 


2 
17  I 


59 
142 


16 
3. 
24 
10 
18 
11 
14 
11 

4 
40 
10 
15 

9 

9 
183 
31 
10 
13 
13 
28 

1 
13 
14 


18 


623 


664 


184 
32 

9 
12 

7 
23 

1 
13 
11 


584 


Octo- 
ber, 
1918. 


120 
12 


13 
5 

46 
7 

13 
7 

5 
17 

17 

12 

3 

7 

186 

24 
7 
2 
4 

21 


540 


-102 
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Miles  of 
road 
Octo- 
berj 
1918. 

General  officers  $3,000  per 
annum  and  upward. 

General  officers  below 
per  annum. 

83,000 

Railroad. 

Octo- 
ber, 
1917. 

De- 
cem- 
ber, 
1917. 

Octo- 
ber, 
1918. 

Jan- 
uary, 
1919. 

Octo- 
ber, 
1917. 

De- 
cem- 
ber, 
1917. 

Octo- 
ber, 
1918. 

Jan- 
uary, 
1919. 

NORTHWESTERN  REGION. 

ChicaElo  &  North  Western 

8,090 

1,946 

10,306 

1,749 
285 
411 
601 
808 

8,258 

101 

.  1, 647 

4,243 
6,571 

2,069 
556 

91 
24 
102 

32 
9 
12 
10 
13 
116 
1 
17 

40 
92 

39 
19 

89 
27 
102 

28 
9 
11 
10 
13 
108 
2 
17 

32 
92 

27 
15 

76 
27 
114 

26 
•       9 
...... 

11 
91 

1 
16 

47 
98 

27 
18 

94 
20 
113 

30 
11 

6 

10 

16 

131 

1 
17 

30 
98 

26 
19 

59 
33 
65 

29 
3 
2 

13 
6 

66 
4 

14 

23 
65 

9 
6 

51 
16 

68 

40 
4 
1 

13 
4 

56 
4 

14 

31 
40 

10 

8 

56 
20 

77 

27 

1 

-....„ 

3 
49 

3 
14 

28 
54 

6 

8 

53 

Chicago  Great  Western 

26 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.   Paul,  Minneapolis  & 

53 
18 

Buluth  &  Iron  Range 

Duluth,  Missabe  &  Northern 

Duluth  South  Shore  &  Atlantic 

Elgin,  Joliet  &  Eastern 

1 

8 
1 

Great  Northern 

49 

Mineral  Range '...:. 

1 

Minneapolis  &  St  Louis 

12 

Minneapolis,  St.  Paul  &  Sault  Ste. 
Marie 

30 

Northern  Par  iflc 

34 

Oregon- Washington  Railroad  &  Nav- 
igation Co 

6 

Spokane,  Portland  &  Seattle 

7 

Total,  Northwestern  Region... 

47, 191 

607 

581 

571 

622 

397 

360 

356 

299 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern 

378 
9,439 
1,051 
1,131 
9, 628 

247 

8,005 

374 
1,100 
2,652 

255 
1,082 
1,168 

507 
2,345 
7,051 

248 

3,872 
1,011 

7 
140 
22 
20 
113 
5 

91 
12 
17 
37 

7 
21 
23 

9 
28 
75 

6 

55 
14 

8 
149 
27 
19 
112 
5 

105 
12 
18 
39 

5 
21 
23 

9 
32 
83 

6 

52 
15 

9 

129 
28 
28 

107 

7 
132 
35 
27 
118 

5 
63 
37 
26 
66 

9 

129 
10 
13 
33 
14 
15 
19 

5 
17 
29 

6 

71 
14 

5 

70 
24 
28 
71 

9 

109 

9 
15 
29 

7 

17 
20 

5 
20 
27 

5 

58 
11 

2 
61 
27 
19 
75 

4 

Atchison,  Topeka  &  Santa  Fe 

Chicago  &  Alton 

47 
21 

Chicago  &  Eastern  Illinois 

16 

Chicago,  Burlington  &  Quincy 

Chicago,  Peoria  &  St   Louis 

73 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.  I.  &  ('..) 

Chicago,  Terre  Haute  &  Southeastern 

88 

9 
15 
38 

2 
18 
20 

9 
31 
68 

5 

60 
11 

88 

8 

19 

45 

2 

18 

20 

10 

36 

69 

5 

54 
11 

121 

4 

14 
26 

4 

12 
15 

5 
18 
20 

6 

40 
10 

135 

2 
17 

Denver  &  Rio  <  Jrande 

19 

Denver  &  Salt  Lake 

6 

El  Paso  &  Southwestern 

14 

Los  Angeles  &  Salt  Lake 

16 

Northwestern  Parific . . 

4 

Oregon  Short  Lnic    ... 

19 

Southern  Parific  (Paific  System)... 
Toledo,  Peoria  &  AVcstern 

21 

2 

Lnion  Pacific  (including  St.  J.  &  G. 

I.) 

Western  Pacific 

41 
9 

Total,  Central  Western  Region . 

51,490 

702 

740 

675 

704 

581 

539 

479 

466 

SOUTHWESTERN  REGION. 

I-'ort  Worth  Sz  Denver  City 

354 

235 

920 

1,937 

887 

232 

1,160 

737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

6 
6 

'""is" 

2 

8 
6 
13 

IS 
2 

4 
2 

"""26" 
6 

8 
3 
8 
20 
3 

12 
6 

6" 

25 
6 
13 

15 

28 
10 
15 
9 
14 
35 
108 
61 
39 

9 

6 

21 

6 

15 

10 

15 
10 
21 
31 
133 
65 
25 

8 
1 

Y 

7" 

9 
5 

Gulf  Coast  Lines 

8 

Gulf,  Colorado  &  Santa  Fe 

7 

Houston  i^-  Texas  Central 

Houston  East  &  West  Texas 

25 
7 

20 

11 

33 
3 

37 
22 
76 
17 
70 

20 

7 

26 
3 
8 
4 

36 
23 
88 
19 
72 

16 

4 

29 

6 

4 

2 

33 

•    24 

89 

15 

62 

21 

4 

33 
6 
5 
2 
42 
28 
70 
17 
78 

tern 

20 
2 
2 
2 

10 

25 
56 
65 
39 

3 

Kansas  City  Southern  (including  T. 

&  F.  S.) 

T4)uisiana  &  Arkansas 

15 

2 

Midland  Vallcv 

2 

Missouri  &  North  Arl-ansas 

3 

Missouri,  Kansas  &  Texas 

IS 

Missouri,  Kansas*  Texas  of  Texas.. 
Missouri  Pa(  iflc 

21 
107 

San  Antonio  <t  Aransas  Pass . . . ." 

St.  Louis-San  Franc  isco 

38 
10 

1 

St.  Louis  Southwestern 

34 
19 

47 

32 
21 
43 

25 
10 
45 

23 
11 

57 

23 
14 
97 

21 

9 

105 

11 

6 
79 

12 

St.  T-ouis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  Lines) 

5 

68 
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Miles  of 
road 
Octo- 
ber, 
1918. 

General  officers  $3,000  per 
annum  and  upward. 

General  officers  below  ?3,000 
per  annum. 

Railroad. 

Octo- 
ber, 
1917. 

De- 
cem- 
ber, 
1917. 

Octo- 
ber, 
1918. 

Jan- 
uary, 
1919. 

Octo- 
ber, 
1917. 

De- 
cem- 
ber, 
1917. 

Octo- 
ber, 
1918. 

Jan- 
uary, 
1919. 

SOUTHWESTERN  EEGION— COntd. 

Texas  Pacific 

1,947 
171 
329 
257 

39 
1 
2 

39 
1 
1 
1 

38 

48 

20 
2 
4 
2 

20 
2 
4 
3 

13 

2 
3 

1 

7 

Vicksburg,  Shreveport  &  Pacific 

2 

Wichita  Falls  &  Northwestern 

Wichita  Valley 

1 

1 
1 

2 

2 

Total,  Southwestern  Region . . . 

31, 633 

475 

491 

435 

489 

564 

594 

356 

379 

<  ;rand  total,  all  regions 

228, 757 

4,221 

4,219 

4,043 

4,365 

3,369 

3,191 

2,698 

2,508 

8,159 

21,352 

6, 825 

63 

244 

18 

76 
248 
21 

130 

430' 

89 

182 
738 
106 

427 

1,584 

280 

410 

1,722 

285 

370 

1,590 

246 

331 

Total,  Central  district 

1,565 

221 

Grand  total,  Eastern  Region... 

36.336 

325 

345 

649 

1,026 

2,291 

2,417 

2,206 

2, 117 

19, 744 
5,076 
37,287 
47, 191 
51,490 
31,633 

314 
35 
215 
144 
214 
106 

352 
60 
264 
324 
251 
142 

590 
113 

265 
297 
358 
195 

762 
132 
555 
529 
450 
293 

2,018 
275 

1,563 
1,105 
1,441 

688 

1,901 
240 
1,682 
1,002 
1,433 
740 

2,025 
245 
1,512 
1,018 
1,410 
706 

1,921 

Total.  Po'.ahontas  Region 

216. 

Total,  Southern  Region 

1  458 

Total,  Northwestern  Region 

968 

Totat,  Central  Western  Region 

1,426 
623 

Grand  total,  all  regions 

228,757 

1,353 

1,738 

2,467 

3,747 

9,381  1  9,415 

9,122 

8,729 

EASTERN  REGION. 

Bangor  &  Aroostook 

632 

394 

2,4.84 

301 

536 

172 

1,217 

2,008 

415 

2 
6 
11 

2 
6 
11 

4 

17 

21 

2 

5 

1 

7 

73 

4 
20 
32 
4 
5 
2 
11 
104 

10 

34 

128 

14 

7 

4 

36 

185 

9 

10 

49 

163 

9 

4 

3 

36 

127 

9 

S 

31 

137 

6 

5 

9 

27 

138 

9 

10 

Boston  &  Albany 

30 

138 

Central  New  England 

7 

Central  Vermont           

2 

2 

6 

Grand  Trunk  in  New  England 

12 

11 
31 

11 

44 

24 

New  York,  New  Haven  &  Hartford 
Rutland 

95 
9 

Total,  New  England  district.. . 

8,159 

C3 

76 

130 

182 

427 

410 

370 

331 

Central  district. 

294 
585 
903 
996 
353 
62 

2,259 

97 

222 

1,4.36 

1,862 
108 

5,  685 
523 
5(i8 
136 

2.233 

225 

94 

63 

129 

2,519 

3 

30 
23 
60 

1 
14 
44 
93 
97 

9 
68 
93 
99 
3 
5 
271 

15 
43 
90 
97 



6 
245 

12 

Buflalo,  Rochester  &  Pittsburgh....  .• 

Delaware  &  Hudson 

Delaware,  Lackawanna  &  Western. . 

14 
10 

28 
3 

12 

5 

29 

10 

17 

41 

3 

39 

75 

71 

3 

Detroit  &  Toledo  Short  Line 

1 
150 

5 
227 

4 

Erie  f  including  Chicago  &  Erie) 

Lehigh  it  Hudson  River 

Lehigh  &  New  England 

20 

20 

44 

298 

15 
149 
111 

4  1 
520  1 
44  ' 
30  1 
13 
65 
44 

1 

14 

117 

120 

5 

551 

41 

29 

13 

122 

49 

2 

20 
95 
97 

7 
572 
30 
30 

9 
60 
40 

6 

5 

19 

11 
24 

12 
25 

55 
33 

63 
48 

71 

Michigan  Central 

Monongahela 

79 
9 

101 
11 
3 
2 

4 

106 
7 
3 
2 
14 

154 
25 
3 
2 
6 
4 

241 

20 

6 

26' 
0 
2 
4 
2 

60 

475 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western 

29 
27 
12 

188 

Pittsburgh  &  Lake  Erie 

Pittsburgh  &  Sha^xnnut       

46 

4 

Pittsburgh  &  West  Virginia 

Ulster  &  Delaware 

1 

2 

30 

6 

2 
106 

2 
119 

13 

13 

123 

98 

Total  Central  district          .  . . 

21,352 

244 

248 

430 

738 

1.584 

1,722 

1,590 

1  565 

1620      EXTENSION   OF   GOVERNMENT   CONTROL  OF   RAILROADS. 

Number  of  employees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  1918,  Jan.  16, 
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Miles  of 
road 
Octo- 
ber, 
1918. 

General  officers  $3,000  per 
annum  and  upward. 

General  officers  below 
per  annum. 

$3,000 

Railroad. 

Octo- 
ber, 
1917. 

De- 
cem- 
ber, 
1917. 

Octo- 
ber, 
1918. 

Jan- 
uary, 
1919. 

Octo- 
ber, 
1917. 

De- 
cem- 
.ber. 
1917. 

Octo- 
ber, 
1918. 

Jan- 
uary, 
1919. 

EASTERN  REGION— continued. 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louisville... 

657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

1 

3 
2 
2 

37 

7 
8 

8 
2 

4 

37 
2 

10 
3 

16 
11 
6 

7 

14 
14 

8 

125 
17 
16 

7 

18 
24 

7 
30 

17 
12 

7 

125 
17 
17 

7 
18 
28 

7 
30 

19 
11 

9 

126 
6 

10 
7 

16 

16 
4 

22 

9 
10 

(j 

Cleveland,  Cincinnati,  Chicago  &  St. 

15 


16 
1 

115 

Detroit,  Toledo  &  Ironton  

14 

Hocking  Vallev        

10 

Kanawha  &  Michigan 

4 

Lake  Erie  &  Western    

3 

3 

9 

8 
6 
7 

10 

Toledo  &  Ohio  Central 

17 

Toledo,  St.  Louis  &  W^estern 

4 

Wheeling  &  Lake  Erie 

22 

Total,  Ohio-Indiana  district. . . 

6,825 

18 

21 

89 

106 

280 

285 

246 

221 

Grand  total.  Eastern  Region.. . 

36,336 

325 

345 

649 

1,026 

1,291 

2,417 

2,206 

2,117 

ALLEGHENY   REGION. 

Baltimore  &  Ohio(  lines  east  and  west) 

5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

708 

360 

53 
3 

55 
6 

"'is' 

99 
3 
3 

17 

175 
14 
3 
23 

489 

21 

5 

64 

2 

25 

39 

15 

841 

347 
106 
42 
22 

499 

17 

5 

63 

2 

24 

43 

14 

700 

351 
118 
42 
23 

508 

18 

3 

67 

2 

21 

34 

17 

857 

304 
126 
44 
24 

454 

2 

Central  of  New  Jersev 

61 

Cumberland  Vallev 

2 

4 

4 

5 

126 

76 

18 

f. 

7 

4 

2 

5 

161 

76 
15 

(i 
7 

8 

16 

8 

267 

135 
22 

6 

7 

10 

16 

8 

320 

149 

26 

13 

5 

19 

34 

Ne  .V  York,  Philadelphia  &  Norfolk.. 

Pennsylvania  (eastern  lines) 

Pennsylvania  (western  lines,  includ- 
ing P.  C.  C.  &  St.  L.) 

16 

857 

301 

125 

Western  Maryland 

27 

16 

Total.  -Vllegheny  Region 

19,744 

314 

352 

590 

762 

2,018 

1,901 

2,025 

1,921 

pocahonta;  region. 

Chesapeake  &  Ohio  (including  C.  & 
O.  of  Ind.) J 

2,499 

2,088 

489 

16 
17 
2 

24 
35 

1 

45 
57 
11 

74 
45 
13 

132 
117 
26 

118 
94 
28 

147 
75 
23 

01 

Norfolk  &  Western 

92 

33 

Total,  Pocahontas  Region 

5, 076 

35 

60 

113 

132 

275 

240 

245 

216 

SOUTHERN  REGION. 

Alabama  &  Vicksburg 

141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 

765 

329 

402 

307 

404 

6,164 

4,997 

200 

164 

987 

1,248 

196 

285 

3 
5 
2 
3 
31 
1 
5 

2 
1 
1 

'""36' 
3 
11 

2 

1 
4 
3 
72 

1 
6 

i' 

2 

1 
56 

2 
18 

1 

10 
8 
2 
2 

8 

12 

3 

35 

220 

11  1 

59 

4 

48 
12 
11 
9 
4 

11  1 
239 
253 
6 

8 
13 
13 
35 
187 
5 
150 
3 

23 

11 

11 

21 

5 

12 

227 

326 

9 

4 
17 

7 

15 

174 

5 
62 

5 

28 
13 
8 
11 
2 
10 
245 
276 
5 

4 

Alabama  Great  Southern 

12 

Atlanta  &  West  Point 

11 

Atlanta,  Birmingham  &  Atlantic 

Atlantic  Coast  Line 

23 
153 

Carolina,  Clinchfield  &  Ohio 

4 

Central  of  Georgia 

145 

Charleston  &  Western  Carolina 

4 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

6 
3 
1 

3 
5 
1 

2 
3 
1 

16 

Florida  East  Coast 

7 

Georgia 

Georgia,  Southern  &  Florida 

20 

Gulf  &  Ship  Island 

5 

Gulf,  Mobile  &  Northern 

Illinois  Central  (including  Y.  &  M.V.). 
Louisville  &  Nashville 

1 
28 
44 

1 
33 
71 

1 
35 
42 

1 

76 

196 

2 

12 
204 
235 

Louisville,  Henderson  &  St.  Louis. . . 

Mississippi  Central 

Mobile  &  Ohio. 

7 

12 

2 

9 
13 
3 

2 
15 
3 

26 

17 

7 

56 
39 
11  , 

4  1 

60 
50 
11 

1 

52 
48 
11 

1 

57 

Nashville,  Chattanooga  &  St.  Louis. . 

New  <  )rleans  &  Northeastern 

New  Orleans  Great  Northern 

58 
6 

1 

EXTENSION   OF   GOVERNMENT   CONTROL   OF  RAILROADS.      1621 


Number  of  employees,  by  classes, 


Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  1918,  Jan.  16, 
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* 

Miles  of 
road 
Octo- 
ber, 
1918. 

General  officers  $3,000  per 
annum  and  upward. 

General  officers  below  S3,000 
per  annum. 

Railroad. 

Octo- 
ber, 
1917. 

De- 
cem- 
ber, 
1917. 

Octo- 
ber, 
1918. 

Jan- 
uary, 
1919. 

Octo- 
ber, 
1917. 

De- 
cem- 
ber, 
1917. 

Octo- 
ber, 
1918. 

Jan- 
uary, 
1919. 

SOUTHERN  REGION— continued. 
Norfolk  Southern.         

897 

123 

3,563 

6,983 

278 

293 

3 

3 

7 

6 

17 

2 

86 

381 

13 

9 

18 

'""'9i" 

373 

11 

8 

25 

2 

84 

386 

8 

8 

17 

Richmond.  Fredericksburgh  &  Poto- 
mac (including  Washington  South- 

Seaboard  Air  Line 

7 
49 
2 

7 

55 

6 

7 

52 

3 

3 

7 

108 

6 

91 

Southern      

336 

11 

12 

Total,  Southern  Region 

37,287 

215 

264 

265 

555 

1,563 

1,682 

1,512 

1,458 

NORTHWESTERN  REGION. 

Chicago  &  North  Western 

8,090 

1,946 

10, 306 

1,749 
285 
411 
601 
808 

8, 258 
101 

1,647 

4,243 
6,571 

2,069 
556 

23 

4 

30 

5 

24 

8 

43 

6 

40 
4 
41 

11 

4 
10 

83 

4 

75 

11 

5 

9 

1 

21 

96 

214 

53 
203 

33 

6 
10 

4 

24 

248 

1 

27 

60 
150 

58 
14 

209 

49 

289 

45 
5 
7 
4 

21 

210 

1 

11 

56 
23 

59 
13 

223 

52 

208 

39 
4 
7 
5 

20 

215 

2 

30 

69 

82 

49 
13 

176 

Chicago  Great  Western      

39 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.   Paul,  Minneapolis  & 

319 

47 

Duluth  &  Iron  Range           

4 

Duluth,  Missabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 

3 

1 
6 

Elgin,  Joilet  &  Eastern 

4 

28 

10 
24 

10 
43 

10 

Great  Northern 

210 

1 

Minneapolis  &  St.  Louis 

2 

7 
22 

14 
5 

2 

14 
175 

13 
2 

4 

14 
94 

19 
3 

7 

20 
173 

21 
3 

31 

Minneapolis,  St.  Paul  &  Sault  Ste. 
Marie 

52 

Northern  Pacific 

17 

Oregon- Washington  Railroad  &  Nav- 

54 

Spokane,  Portland  &  Seattle 

1 

Total,  Northwestern  Region. . . 

47, 191 

144 

324 

297 

529 

1,105 

1,002 

1,018 

968 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern 

378 
9,439 
1,051 
1,134 
9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 

3,872 
1,011 

3 
47 

4 

6 

38 

3 

57 
1 
6 

49 

3 

70 
10 

7 
48 

1 

25 

1 

6 
24 

5 
91 

7 
10 
59 

1 

23 

3 

9 
26 

6 

181 

47 

54 

252 

4 

265 

18 
21 
53 

9 
30 
27 
21 
43 
229 

2 

163 
16 

8 
196 
39 
53 
251 
2 

243 

13 
20 
63 
12 
29 
29 
19 
49 
224 
6 

159 
18 

7 
183 

50 

65 

267 

3 

257 

12 
25 

55 
10 
33 

28 
22 
48 
188 
2 

138 
17 

3 

Atchinson,  Topeka  &  Santa  Fe 

Chicago  &  Alton 

153 

48 

Chicago  &  Eastern  Illinois 

63 

Chicago,  Biu-lington  &  Quincy 

Chicago,  Peoria  &  St.  Louis 

246 
2 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.  I.  &  G  ) 

22 

21 

269 

Chicago,    Terre    Haute    &    South- 
eastern   

6 

Colorado  &  Southern 

5 
10 

7 
11 

14 

Denver  &  Rio  Grande 

60 

Denver  &  Salt  Lake 

12 

El  Paso  &  Southwestern 

2 
3 
2 
7 
46 

2 
3 
2 

7 
56 

7 

6 

2 

13 

"    102 

8 

8 

4 

25 

112 

26 

Los  Angeles  &  Salt  Lake 

25 

Northwestern  Pacific 

19 

Oregon  Short  Line 

Southern  I'aciflc  (Pacific  System). . . 
Toledo,  Peoria  &  Western           

37 

180 

8 

Union  Pacific  (including  St.  J.  & 

G.I.) 

Western  Pacific 

17 
2 

24 
2 

28 
5 

47 
12 

239 
16 

Total,  Central  Western  Region. 

51, 490 

214 

251 

35S 

450 

1,441 

1,433 

1,410 

1,426 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  City 

354 
235 
920 

1,937 
887 
232 

1,160 

737 

-t 

2 

2 

2 
2 
9 

17 
6 
3 

10 

1 

16 
5 

■■"26" 

14 

5 

35 

18 

18 
3 
11 
29 
19 
3 
35 

11 

19 

5 

...... 

44 

6 

23 

10 

27 

Fort  Worth  &  Rio  Grande 

3 

Gulf  Coast  Lines 

"ii" 

2 
1 
5 

1 
16 
8 
1 
5 

""ie" 

1 

2 
10 

3 

11 

Gulf,  Colorado  &  Santa  Fe 

20 

Houston  &  Texas  Central 

S 

Houston  East  &  West  Texas 

Interna uonal  &  Great  Northern 

Kansas  City,  Me.xico  &  Orient  Sys- 
tem   

4 
20 

11 

1622       EXTEN'SIOX    OF    GOVERNMEXT    CONTROL   OF   RAILROADS. 

Number  of  employees,  by  classes.  Oct.  16.  1917.  Dec.  16.  1917.  Oct.  16..  1918,  Jan.  16, 
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Railroad. 


SOUTHWESTERN  REGION— COatd. 

Kansas  City  Soutliem  (including  T. 

&  F.  S.) 

Louisiana  &  Arkansas 

Midland  Valley 

Missouri  &  North  Arkansas 

Missouri,  Kansas  &  Texas 

Missouri,  Kansas  &  Texas  of  Texas. 

Missouri  Faciflc 

San  Antonio  &  Aransas  I'ass 

St.  Louis-San  Francisco 

St.  Louis-San  Francisco  &  Texas . . . 

St.  Louis  Southwestern 

St.  Louis  Southwestern  of  Texas — 

Southern  Pacific  (Sunset  Lines) 

Texas  Pacific 

Vicksburg,  Shreveport  &  Pacific — 

Wichita  Falls  &  Northwestern 

Wichita  Valley 


Total,  Southwestern  Region.. 
Grand  total,  all  regions 


Miles  of 
road 
Octo- 
ber, 
1918. 


riencral  officers  ?3,000  per 
annum  and  upward. 


837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 


Octo- 
ber, 
1917. 


re- 

cem- 
ber, 
1917. 


Octo- 
ber. 
191S. 


4 

2 

2 

9 

11 

4 

3 

18 

20 

25 

27 

1 

1 

31,633 


228,757 


Jan- 
uary, 
1919. 


General  officers  below  J3.000 
per  annum. 


Octo- 
ber, 
1917. 


re- 
cem- 
bc, 
1917. 


23 

5 

4 

4 

50 

32  I 

170  : 

12  i 

103 

2 
17 
29 
67 
46  I 

3  ; 

1  t 

1 


24 

5 

4 

2 

50 

35 

196 

15 

124 

2 

22 

24 

51 

46 

3 

7 

1 


195 


293 


688 


Octo-  Jan- 
ber,  uarv, 
1918.     1919. 


26 

4 

7 

10 

49 

45 

179 

15 

117 


706 


1,353  I  1,738     2,467     3,747     9,381  ;  9,415     9,122 


24 
3 

4 
8 
46 
35 
170 
18 
90 


18 

18 

40 

32 

3 

8 

2 

623 

,729 


Clerks 

UP" 

rapL 

,  SPon  per  annum  and 
ard      (except     teleg- 
er  clcrk.«). 

Cleri-s  1  clow  *P00  per  nn- 
num  (except  telegrapher 
derkO. 

Total,  New  England  district 

Total  Central  district 

8,159 

21,352 

6,825 

5,116 
14,265 
2,631 

6,479'  11,387 
16,084   33,477 
3,019     6,843 

12,239 

35, 104 

6,725 

6,777 
17, 860 
3,701 

5.060 
17,060 
3,409 

882 

1, 151 

200 

418 
732 

Total,  Ohio-Indiana  district 

200 

Grand  total,  Eastern  Region. . 

36,336 

22,012 

25,582    51,707 

54,068 

28,3.38 

25, 529 

2,233 

1,350 

19,744 
5,0T6 
37,287 
47, 191 
51,490 
31,633 

19,181 
2, 164 
12,210 
10,491 
17,510 
9, 166 

24,009|  47,481 
2,  S,i5|     4. 980 
13,3961  20,032 
12,687    20,623 
19,4n4l  29,578 
10,332    16,215 

50, 1.56 
5,202 
27,148 
21,606 
30, 187 
17.267 

22,433 
2.201 
12.404 
10, 496 
12, 1.55 
7,397 

18,803 
1,725 

12, 033 
9,254 

12, 149 
6,875 

1,248 
202 
1,931 
1,592 
1,873 
1,367 

601 

100 

1,478 

2,955 

Total,  Central  Western  Region 

1.586 
810 

Grand  total,  all  regions 

228, 757 

92,734 

108,325 

1%,616 

205, 634 

95,424 

86.368 

12,446 

8,880 

EASTERN  REGION. 

New  England  district. 

Bangor  ct  Aroostook 

Boston  &  Albany 

Boston  A;  Maine 

6.32 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

40 

432 

1,3.31 

92 

41 

19 

191 

2,928 

42 

39 

662 

2,549 

102 

47 

20 

188 

2,830 

42 

174 

1,171 

3,429 

185 

242 

130 

642 

5, 231 

183 

191 

1,204 

3,995 

178 

302 

175 

685 

5,324 

185 

115 
629 

2,025 
107 
217 
46 
357 

3,112 
169 

118 
428 

1.161 
106 
210 
47 
382 

2,439 
169 

13 
31 
413 
6 
32 
14 

'""'36 
91 

9 

Grand  Trunk  in  New  England 

3 

New  York,  New  Haven  &  Hartford  . 
R  utland 

354 
19 

266 
19 

Total,  New  England  district... 

8,l59 

5,116 

6,479 

11,387 

12,239 

6,777 

5,060 

882 

418 

Centra!  diKtricl. 
Ann  Arbor 

294 

903 
996 
353 

62 
2,2.59 

97 

65 

332 

(i7S 

1,089 

29 

63 

1,397 

18 

32 

372 

758 

1,270 

29 

36 

1,.563 

22 

174 

700 

1,439 

2,548 

,57 

59 

4,674 

73 

173 

853 

1,544 

3,076 

?! 

4,822 
75 

119 

460 

1,050 

1,451 

28 

47 

3,371 

49 

89 

466 

857 

1.329 

4 

139 

49 

216 

S 

Buffalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson.  . 

22 
35 

Delaware,  lyackawanna  &  Western.. . 

203 

Detroit  &  Toledo  Sbort  Line 

Erie  (including  Chicago  &  Erie) 

I>ehigh  &  Hudson  River 

74 

3,288 
50 

363 

137 
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.  1919 — Continued. 


Miles 
of  road 
Octo- 
ber, 
1918. 

Clerks,  $900  per  annum  and 
upward     (except     teleg- 
rapher clerks). 

Clerks  below  $900  per  an- 
num (except  telegrapher 
clerks). 

Octo- 
ber, 
1917. 

Decem- 
ber, 
1917. 

Octo- 
ber, 
1918. 

Janu- 
ary, 
1919. 

Octo- 

•  l^er, 

1917. 

Dererr  - 
1 1 1 , 
1917. 

Octo- 
ber, 
1918. 

Janu- 
ary, 
1919. 

EASTERN  REGION— continued. 
Central  dis/rict— Continued. 

222 
1,436 
1,862 

108 
5,685 

523 

568 

136 
2, 233 

225 
94 
63 

129 
2,519 

68 

948 

1,339 

76 

4,754 

622 

143 

5 

735 

761 

22 

41 

15 

1,065 

64 

927 

1,445 

77 

5,921 

708 

155 

5 

778 

740 

27 

46 

14 

1,095 

160 

2,618 

3,010 

164 

10, 979 

1,096 

345 

30 

1,684 

1,182 

57 

93 

47 

2,288 

158 

2,693 

2,984 

179 

11,, 378 

1,123 

385 

34 

1,780 

1,242 

59 

99 

50 

2,298 

102 

1,486 

1,455 

62 

4,970 

447 

205 

28 

811 

389 

28 

47 

38 

1,217 

103 

1,638 

1,454 

66 

4,613 

411 

227 

29 

688 

367 

31 

46 

38 

1,196 

3 

56 
111 

4 

51 

Michigan  Central 

123 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western. 

13 
22 

1 

37 

7 

5 

17 
108 

i 

34 

Pittsburgh  &  Lake  Erie ...           

5 

Pittsburgh  &  Shawmut 

1 

3 

6 

102 

Total,  Central  district 

21  352 

14,265 

16,084 

33,477 

35, 104 

17, 860 

17,060 

1,151 

732 

Ohio-Indiana  district. 

("hicago,  Indian-^polis  &  Louisville. . . 
Cincinnati,  Indianapolis  &  Western. . 

657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

162 
61 
13 

1,287 
75 

219 
67 

169 

174 
88 

316 

173 
76 
12 

1,487 
65 

308 
69 

204 

187 
86 

352 

426 
170 
35 

3,354 
181 
502 
260 
492 
465 
266 
692 

447 
181 
42 

3,353 
156 

247 
110 
21 

1,774 
93 

276 
109 
24 

1,532 
106 
168 
95 
279 
236 
206 
378 

26 
4 

37 
8 

Cleveland^    Cincinnati,    Chicago    & 
St.  Louis..                    

6b 
8 
15 
11 
22 
16 
26 
7 

51 

17 

466         261 
255|          87 

15 

11 

Lake  Erie  &  Western 

491 
480 
204 
650 

301 
244 
209 
354 

23 

Toledo  &  Ohio  Central 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie 

25 
13 

Total,  Ohio-Indiana  district... 

6,825 

2,631 

3,019 

6,843 

6,725 

3,701 

3,409 

200 

200 

Grand  total,  Eastern  Region . . . 

36,336 

22,012 

25,582 

51,707 

54,068 

28,338 

25, 529 

2,233 

1,350 

ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 
west)         

5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1, 629 

708 

360 

2,434 

301 

47 

713 

84 

170 

308 

102 

8,950 

4,619 

1,153 

169 

131 

3,199 

300 

49 

856 

85 

216 

300 

81 

11,563 

5,512 

1,527 

180 

140 

7,741 

466 

79 

1,677 

241 

395 

833 

267 

21, 527 

10,271 

3,082 

531 

371 

8,398 

478 

84 

1,682 

235 

402 

974 

272 

22,966 

10, 532 

3, 178 

586 

369 

4,855 

74 

28 

907 

181 

225 

527 

177 

8,283 

4,943 

1,651 

419 

163 

3,986 

73 

32 

778 

175 

178 

479 

136 

6,842 

4,154 

1,338 

470 

162 

533 
6 
5 
79 
16 
3 
120 
2 
308 

215 

5 

Buffalo  &  Susquehanna 

75 

10 

9 

New  York,  Philadelphia  &  Norfolk.. 

1 
132 

Pennsylvania  (western  lines,  includ- 
ing P.,  C.^  C.  &  St.L.) 

i68 
8 

i46 

8 

19,744 

19, 181 

24,009 

47,481 

50, 156 

22,433 

18, 803 

1,248 

601 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 
O.  of  Ind.) 

2,499 

2,088 

489 

825 

1,183 

156 

976 

1,692 

187 

2,184 

2,504 

292 

2,402 

2,490 

310 

1,301 

811 

89 

1,069 

577 

79 

162 
30 
10 

65 

23 

12 

Total,  Pocahontas  Region 

5,076 

2,164 

2, 855     4, 980 

5,202 

2,201 

1,725 

202 

100 
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Railroad. 


SOUTHERN  REGION. 

Alabama  &  Vicksburg 

Alabama  Great  Southern 

Atlanta  &  West  Point 

Atlanta,  Birmingham  &  Atlantic... 

Atlantic  Coast  Line 

Carolina,  Clinchfield  &  Ohio 

Central  of  Georgia 

Charleston  &  Western  Carolina 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  East  Coast 

Georgia 

Georgia,  Southern  &  Florida 

Gulf  &  Ship  Island 

Gulf,  Mobile  &  Northern 

Illinois  Central  (including  Y.  &  M.  V.) 

Louisville  &  Nashville 

Louisville,  Henderson  &  St.  Louis... 

Mississippi  Central 

Mobile  &  Ohio 

Nashville,  Chattanooga  &  St.  Louis.. 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Fredericksburgh  &  Po- 
tomac (including  Washington 
Southern) 

Seaboard  .\ir  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 

Total,  Southern  Region 

NORTHWESTERN  REGION. 

Chicago  &  North  AVestem 

Chicago  Great  Western 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.    Paul,   Minneapolis  & 

Omaha 

Duluth  &  Iron  Range 

Duluth,  Missabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 

Elgin,  Joliet  &  Eastern 

Great  Northern 

Mineral  Range 

Minneapolis  &  St.  Louis 

Minneapolis,  St.  Paul  &  Sault  Ste. 

Marie 

Northern  Pacific 

Oregon- Washington      Railroad      & 

Navigation  Co 

Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region... 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern 

Atchison,  Topeka  &  Santa  Fe 

Chicago  &  Alton 

Chicago  &  Eastern  Illinois 

Chicago,  Burlington  &  Quincy 

Chicago,  Peoria  &  St.  Louis 

Chicago,  Rock  Island  &  Pacific  (in- 

chidingC,  R.  I.  &  G) 

Cli  icago,  Terre  Haute  &  Southeastern 

Colorado  &  Southern 

Denver  &  Rio  Grande 

Denver  d-  Salt  Lake 

El  Paso  <k  Southwestern 


Miles 
of  road 
Octo- 
ber, 
1918. 


141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 
6, 164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 


123 

3, 563 

6,983 

278 

293 


Clerks,  $900  per  annum  and 
upward  (except  teleg- 
rapher clerks). 


Octo- 
ber, 
1917. 


37,287 


8,090 

1,946 

10,306 

1,749 
285 
411 
601 
808 

8, 258 
101 

1,647 

4,243 

6,571 

2,069 
556 


47,191 


378 
9,439 
1,031 
1,131 

9, 628 
247 

8,005 
374 

1,100 

2,652 
255 

1,028 


120 

44 

123 

135 

949 

85 

502 

54 

258 

186 

162 

89 

72 

57 

2,911 

1,678 

36 

15 

437 

694 

52 

45 

130 


2,253 
34 
44 


12,210 


Decem- 
ber, 
1917. 


123 
107 
158 

96 

1,289 

123 

645 

46 

322 

259 

163 

89 

78 

64 

3,109 

1,899 

54 

34 

464 

707 

190 

50 

161 


172 

812 

2,091 

38 

53 


Octo- 
ber, 
1918. 


157 
98 
207 
304 
2,336 
151 
901 
125 

537 
288 
300 
158 

93 

146 

5,653 

4,090 

90 
126 
834 
972 
360 

76 
356 


285 

1,954 

.5,232 

82 

121 


Janu- 
ary, 
1919. 


170 
169 
251 
305 

2,427 
162 

1,030 
139 

813 
322 

278 

178 

101 

148 

5,839 

4,320 

92 

110 

835 

1,055 

279 

77 

375 


297 

1,805 

5,380 

80 

111 


Clerks  below  $900  per  an- 
num (except  telegrapher 
clerks). 


Octo- 
ber, 
1917. 


92 

31 
133 
102 
757 
107 
380 

76 

403 

87 

130 

91 

61 

70 

2,715 

2,048 

63 

32 

390 

428 

270 

36 

217 


207 

926 

2,436 

53 

63 


13,396  '26,032  127,148  |12,404 


1,550     1,995 

357         750 

1,849     2,221 


442 
144 

147 

64 

539 

1,815 

181 

573 
1,645 

916 
262 


10, 491 


215 

3,473 

369 

606 

1,897 

57 

2,406 

62 

279 

615 

31 

348 


482 

110 

153 

63 

537 

1,927 

7 


682 
2,208 

1,066 
278 


12,687 


4,279 

708 

4,293 

1,041 
199 
196 
20t) 
673 

2,871 

34 

459 


611 
3,319 


4,417 

322 

4,118 


2,942 

521 

2,168 


1,088 

529 

178 

45 

150 

38 

193 

146 

670 

124 

3,120 

1,113 

25 

26 

523 

295 

1,400 
3,577 


791 
1,395 


1,348     1,427  1      294 
386  i      398  69 


20,623    21,60()    10,496 


229 

245 

130 

4,732 

5,862 

5,998 

368 

954 

979 

6(0 

1,274 

1,176 

2,236 

4,282 

4,839 

96 

75 

43 

2,497 

4,351 

4,242 

64 

133 

140 

313 

486 

423 

630 

966 

993 

41 

55 

52 

342 

427 

432 

48 

2,480 

499 

569 

3,320 

107 

2,061 

73 

186 

265 

13 

45 


Decem-l  Octo- 
ber, I  ber, 
1917.      1918. 


93 

51 
138 

70 
938 

63 
332 

54 

444 
59 

122, 
79 
86 
78 
2,741 
1,863 
52 
61 

394 

284 
97 
37 

221 


185 

856 

2,525 

49 

61 


120 

2 

6 

51 

3 

15 

462 

209 

2 

20 

80 

81 

12 

10 

62 


110 

191 

234 

7 

2 


12,033  1,931 


2,597  '      495 

116    176 

2,289  i  1,527 

45 


49 

15 

136 

121 

1,031 

26 

275 

682 
1,058 

299 
74 


3 

18 

37 

193 

3 
54 

847 
81 

89 

17 


9,254  3,592 


47 

2,189 

493 

486 

3,832 

82 

1,880 
69 
149 
251 

8 
46 


52 

38 

637 

7 

378 
10 
35 
13 
4 
13 
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Krtilroiul. 


CENTRAL  WESTERN  REGION— COntd. 

Los  Angeles  &  Salt  Lake 

Northwestern  Pacific 

Oregon  Short  Line 

Southern  Pacific  (Pacific  System) . . , 

Toledo,  Peoria  &  Western , 

Union   Pacific  (including  St.  J.   & 

G.L) 

Western  Pacific 

Total,  Central  Western  Region. 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  City 

Fort  Worth  &  Rio  Grande 

Gulf  Coast  Lines 

Gulf,  Colorado  &  Santa  Fe 

Houston  &  Texas  Central , 

Houston  East  &  AVest  Texas 

International  &  Great  Northern 

Kansas  City,  Mexico  &  Orient  Sys- 
tem  

Kansas  City  Southern  (including  T. 

&S.  F.) 

Louisiana  &  Arkansas , 

Midland  Valley 

Missouri  &  North  Arkansas , 

Missouri ,  Kansas  &  Texas .'. 

Missouri,  Kansas  &  Texas  of  Texas. . 

Missouri  Pacific 

San  Antonio  &  Aransas  Pass , 

St.  Louis-San  Francisco , 

St.  Louis-San  Francisco  &  Texas 

St.  Louis  Southwestern 

St.  Louis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  Lines) 

Texas  Pacific 

Vicksburg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern , 

Wichita  Valley 

Total,  Southwestern  Region... 

Grand  tot£  1,  all  regions 


Total,  New  F.ngland  district 

Total,  Central  district 

Total,  Ohio-Indiana  district 

Grand  total,  Eastern  Region 

Total,  Allegheny  Region 

Total,  Pocahontas  Region 

Total,  Southern  Region 

Total,  Northwestern  Region 

Total,  Central  Western  Region 

Total,  Sou  thwestern  Region 

Grand  total,  all  regions 

EASTERN  REGION. 

New  England  districl. 

Bango^  &  Aroostook 

Boston  &  Alhany 

Boston  &  Maine 

Central  New  England :... 

Central  Vermont 


Miles 
of  road 
Ofto- 
ber, 
1918. 


1,108 

507 

2,345 

7,051 

248 

3,872 
1,011 


Clerks,  $900  per  annum  and 
upward  (except  teleg- 
rapher clerks). 


Octo- 
ber, 
1917. 


347 

109 

774 

3,442 

24 

2,172 
284 


51,490   17,510 


354 
235 
920 

1,937 
887 
232 

1,160 

737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 


196 
72 


31,633     9,166 


567 

146 

12 

410 

71 

379 
36 
58 
30 

580 

456 
2,143 

131 

1,382 

14 

322 

234 
1,103 

749 
35 
32 


228,757   92,734 


8,159 
21,352 
6, 825 


36,336 


19, 744 
5,076 
37,287 
47,191 
51,490 
31,633 


228, 757 


632 
394 
2,484 
301 
536 


Decem- 
ber, 
1917 


Octo- 
ber, 
1918. 


358 

105 

710 

3,379 

27 

2,393 
278 


19, 464 


448 

151 

956 

,227 

65 


Janu- 
ary, 
19i9. 


442 

168 

990 

5,359 


3, 355     3, 426 
266         266 


29,578   30,18' 


210 
87 
184 
699 
135 
11 
417 

43 

487 

38 

58 

34 

618 

594 

2,304 

142 

1,721 

14 

335 

278 

1,077 

768 

23 

49 

6 


10,332 


108,325 


296 
84 


233 

41 

354 

112 

703 

73 

165 

64 

1,245 

1,133 

4,123 

246 

2,447 

15 

436 

335 

1,800 

1,301 

52 

54 

23 


16,215 


196, 616 


354 
44 
245 
823 
238 
39 
667 

97 

781 

72 

121 

73 

1,165 

1,144 

3,823 

272 

3,070 

18 

464 

340 

1,998 

1,317 

36 

43 

23 


17, 267 


Clerks  below  S900  per  an- 
num (except  telegrapher 
clerks'). 


Octo- 
ber, 
1917. 


104 
29 

190 

1,132 

43 

933 

58 


12,155 


128 
42 


477 
87 
17 

266 

70 

225 

36 

56 

34 

549 

518 

1,818 

156 

1,269 

4 

275 

160 

692 

465 

18 

33 

2 


7,397 


205,634  95,424   86,368 


Decem- 
ber, 
1917. 


115 
33 

174 

1,214 

63 

956 
62 


12,149 


123 
30 
87 

372 

108 
21 

259 

60 

211 

34 

56 

31 

541 

492 

1,060 

182 

969 

5 

231 

161 

703 

489 

20 

29 

1 


Octo- 
ber, 
191.S. 


12 
5 

60 

198 

5 

109 

7 


1,873 


6,875 


70 


51 
236 

35 
631 


Janu 
ary, 
1919. 


14 
5 

14 

171 

5 

46 
2 


54 
38 

219 
49 

178 


35 


20 


1,369  !      810 


12,446 


Messengers  and  attendants. 


226 
1,177 
•    142 


1,545 


2,410 
217 

1,4.53 
697 

1,411 
671 


8,404 


266         232 

1,094  !  1,591 

164  i      221 


1,524  1  2,044 


2, 685 
226 

1,469 
825 

1,381 

1,726 


2,848 
214 

1,454 
796 

1,348 
726 


315 

1,481 

203 


1,999 


3,045 
254 

1,599 
928 

1,336 
638 


9,836  i  9,430 


9,799 


Assistant  enginesrs  and 
draftsmen. 


620 

1,907 

230 


2,757 


2,262 
280 
1,241 
1,982 
1,956 


11,272 


7 

56 

128 

23 

17 


664 

1,822 

247 


711 

1,888 
243 


2,733  2  ,842 


2,177  ,  2,159 

274  I  227 

1,135  I  1,036 

1,775  I  1,720 

1,834  I  1,398 

900  I  803 


10,828  10,185 


179 
17 
15 


6 

66 

251 


748 

1,987 

241 


2,976 


2,363 
235 
1,088 
1,446 
1,6.57 
1,000 


10, 765 


4 

87 

288 

14 

9 
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Railroad. 

Miles 

of  road 

October, 

1918. 

Messengers  and  attendants. 

Assistant  engineers  and 
draftsmen. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec., 
1917. 

Oct., 
1918. 

Jan., 
1919. 

EASTERN  REGION— continued. 

Netc  England  district— Continued. 

Grand  Trunk  in  New  England 

172 
1,217 
2,008 

415 

""is" 

102 
5 

6 

15 

124 

5 

2 

15 

113 

4 

9 

15 

165 

4 

1 

31 

352 

5 

""29 

346 

5 

2 

25 

336 

5 

2 

25 

3 

New  York,  New  Haven  &  Hartford. 
Rutland 

Total,  New  England  district.. . 

8,159 

226 

266 

232 

315 

620 

664 

711 

748 

Central  district. 
Ann  Arbor 

294 
585 
903 
996 
353 
62 

2,259 

97 

222 

1,436 

1,862 
108 

5,685 
623 
568 
136 

2,233 

225 

94 

63 

129 

2,519 

1 
30 
75 
52 

1 
37 
79 
47 

2 
44 
100 
63 

3 
42 
104 
62 

3 

60 
98 
123 

1 

""45' 

87 
86 

1 

3 

54 
63 

94 

1 

4 

Buffalo,  Rochester  &  Pittsbiu-gh 

20 
69 

Delaware,  Lackawanna  &  Western.. 
Detroit  &  Mackinac 

92 

Detroit  &  Toledo  Short  Line 

3 

118 

4 

6 

98 

64 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

123 
5 
5 

82 
46 

107 

6 

5 

90 

49 

180 
4 

7 
88 
64 

214 
2 

23 
134 
107 

21 
895 

49 

20 

1      226 

2 

22 

116 

106 

26 

891 

29 

17 

268 

1          1 

99 
119 

18 
949 

24 

10 

345 
2 

Lehigh  &  New  England 

3 

Lehigh  Vallev . . . . : 

92 

Michigan  Central 

128 

Monongahela 

26 

New  York  Central 

537 
21 

8 

454 
13 
10 

853 
11 
10 

656 
18 
13 

960 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susqueharma  &  Western. 

30 
11 

Pere  Marquette 

60 

27 

2 

62 

20 

2 

98 
16 
2 

1 

iis 

19 
2 

1 

20 

8i 
4 
13 

1 
35 

33 
70' 
4 
13 

4} 

31 
63 

2 
11 

1 
72 

36 

Pittsburgh  &  Lake  Erie 

78 

Pittsburgh  &  Shawmut 

Pittsburgh  <<:  West  Virginia 

13 

Ulster  &  Delaware 

1 

Wabash 

103 

112 

98 

103 

72 

Total,  Central  district 

21,352 

1,177 

1,094 

1,591 

1,481 

1,907 

1,822 

1,888 

1,987 

Ohio-Indiana  district. 

Chicago,  Indianapolis  A  Louisville... 
Cincinnati,  Indianapolis  &  Western  . 
(Cincinnati  Northern 

657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

14 
6 

14 
6 

16 
16 

16 
11 

I 

2 

115 
10 
21 

6 
17 
10 

6 
29 

7 
7 
2 

122 

8 
23 
13 
17 
11 

7 
30 

6 
5 
3 

131 

5 
23 

6 
19 
26 

1 
18 

3 
5 
3 

Cleveland,  Cincinnati,  Chicago  &  St. 
Louis 

57 
3 

21 
6 

18 
4 
3 

10 

72 
1 

18 

7 

21 
4 
3 

18 

91 
3 

25 
7 

25 
3 
2 

33 

81 
1 

25 
7 

24 
3 
2 

33 

128 

Detroit,  Toledo  &  Ironton 

12 

Hocking  Vallev      

18 

Kanawha  &  Michigan 

13 

Lake  Erie  &  Western 

Toledo  it  Ohio  Central 

20 
12 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie 

8 
19 

Total,  Ohio-Indiana  district . . . 

6,825 

142 

164 

221 

203 

230 

247 

243 

241 

Grand  total,  Eastern  Region... 

36,336 

1,545 

1,524 

2,044 

1,999 

2,757 

2,733 

2,842 

2,976 

ALLEGHENY   REGION. 

Baltimore  ife  Ohio  (lines  east  and. 

west) 

Bessemer  &  Lake  Erie 

Buffalo  &  Susquehanna 

5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

708 

360 

426 
50 
2 
41 
16 
17 
14 
20 
1,258 

433 

114 

15 

4 

436 
56 
3 

38 
18 
16 
15 
21 
1,506 

441 

102 

19 

14 

452 
83 
3 
41 
17 

15  1 
18 
1,52'* 

532 
111 

10  ; 

21  , 

477 
71 
8 
48 
15 
18 
15 
18 
1,733 

500 

112 

14 

16 

411 

27 

5 

113 

10 

20 

61 

4 

942 

443 

164 

55 

7 

414 

38 

5 

115 

11 

21 

59 

5 

857 

435 

152 

53 

12 

355 

25 

4 

117 

15 

12 

50 

3 

925 

430 
148 
65 
10 

467 

23 

4 

Central  of  New  Jersey 

127 

Cumberland  Valley. ." 

13 

Grand  Rapids  &  Indiana 

15 

Long  Island 

54 

New  York,  Philadelphia  &  Norfolk..; 
Pennsylvania  (eastern  lines) 

6 

96& 

Pennsylvania  (western  lines,  includ- 
ing P.  C.  C.  &  St.  L.) 

453 

Philadelphia  &  Reading 

156 

Western  Maryland 

63 

West  Jersey  <v  Seashore 

13 

Total,  Allegheny  Region 

1 

19,744 

2,410 

2,685 

2,848  1 

3,045 

2,262 

2,177 

2,159 

3,363 

EXTENSIOK   OF   GOVER^TMENT   CONTROL   OF   RAILROADS.      1627 

Ninnhrrofemploi/ees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  191S,  Jan.  16, 

1919— Continued. 


Miles 

of  road 

October, 

1918. 

Messengers  and  attendants. 

Assistant  engineers  and 
draftsmen. 

Railroad. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919, 

Oct., 
1917. 

Dec, 
1917. 

Oct., 

1918. 

.Tan., 
1919. 

POCAHONTAS  RF(3I0X. 

t'hesapcake  A  Ohio  (including  C.  it 
0  of  Ind  )     .             

2,499 

21,088 
489 

63 

150 

4 

38 
176 
12 

47 
160 

7 

50 

195 

9 

98 
142 
40 

109 
134 
31 

70 
128 
29 

71 

Norfolk  A:  Western 

125 

39 

Total.  Poeohontas  Region 

5, 076 

217 

226 

214 

254 

280 

274 

227 

235 

SOUTHERN  REGION. 

141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 

765 

329 

402 

307 

404 

6,164 

4,997 

200 

164 

987 

1,248 

196 

285 

897 

123 
3,563 
6,983 

278 
293 

15 

7 

19 

28 

151 

5 

98 

13 

29 

42 

15 

6 

4 

7 

219 

175 

6 

1 

80 

55 

26 

4 

13 

26 

108 

291 

2 

8 

18 

9 

24 

27 

172 

10 

140 

8 

47 

36 

11 

6 

4 

5 

157 

125 

12 

3 

66 

53 

38 

3 

10 

31 

101 

344 

3 

6 

9 
8 
12 
34 
198 
5 
107 
11 

23 

27 

16 

9 

4 

3 

1.58 

176 

8 

2 

95 

61 

12 

4 

18 

38 

87 

322 

3 

4 

17 
13 
21 
16 

213 
14 

151 
14 

49 
14 
15 

8 
14 

5 

1.56 

173 

15 

2 
85 
52 
35 

4 
19 

41 

99 

347 

3 

4 

5 
28 

7 

1 
65 
11 
53 

1 

43 

14 

1 

3 

5 

2 

353 

138 

2 

1 

10 

69 

4' 

3 

7 

88 

326 

5 
30 

4 

1 

60 

10 

55 

1 

43 
10 
1 
2 
6 
2 
367 
146 
2 
1 

14 

65 

1 

2 

2 

6 

15 

283 

1 

20 
7 
4 

46 
4 

26 
1 

27 

6 

1 

2 

2 

2 

3?8 

1.57 

2 

1 

10 

45 

1 

1 

4 

6 

77 

253 

1 

2 

23 

Atlanta  ct  West  Point 

5 

Atlanta,  Birmingham  &  Atlantic 

6 
40 

Carolina,  Chnf^hfield  &  Ohio 

6 

37 

Charleston  &  Western  Carolina 

Cininnati,  New  Orleans  &  Texas 
Paific 

1 
51 

Florida  East  Coast 

9 

1 

2 

Oulf  &  Ship  Island 

2 

(kilf  Mobile  &  Northern 

3 

Illinois  CcntraUin- lading  Y.  &M.V.) 

336 
143 

I  ouisville,  Henderson  &  St.  louis.. 

2 
1 

Mobile  &  Ohio 

8 

New  Orleans  &  Northeastern 

New  Orleans  < ircat  Northern 

Norfolk  Southern 

49 

1 
2 
4 

Richmond,  Fredericksburgh  &  Poto- 
mac (including  Washington  South- 
ern).  - . 

8 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

78 
267 

1 

2 

Total,  Southern  Region 

37,287 

1,453 

1,469 

1,454 

1,599 

1,241 

1,135 

1,036 

1,088 

NORTHWESTERN  REGION. 

8,090 
1,946 
10, 306 

1,749 
285 
411 
601 
808 

8,258 
101 

1,647 

4,243 
6,  .571 

2,069 
556 

142 
13 

88 

29 

15 

5 

10 

38 

149 

1 

3 

34 

127 

35 

8 

164 

6 

142 

40 

9 

5 

10 

42 

175 

1 

3 

21 
163 

38 
6 

1.55 

11 

130 

33 
15 
2 
7 
38 
192 

169 

10 

262 

27 
7 
2 
8 

37 
179 

331 
23 

398 

42 
26 
43 
8 
32 
298 

291 

22 
417 

44 
21 
58 
8 
30 
287 

278 
22 
403 

40 
23 
18 
6 
28 
363 

290 

22 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,    St.    Paul,   Minneapolis   & 
Omaha 

374 

36 
24 

Duluth,  Missabe  &  Northern 

Buluth,  South  Shore  &  Atlantic 

19 
6 

28 

"reat  Northern 

228 

2 

28 
143 

32 
8 

2 

18 
164 

36 

7 

24 

166 
456 

104 
31 

16 

65 
388 

100 
28 

19 

ISO 
246 

64 
30 

19 

Minneapolis,  St.  Paul  &  Sault  Ste. 

66 

229 

Oregon-Washington  Railroad  &  Nav- 

79 

Spokane,  Portland  &  Seattle 

26 

Total,  Northwestern  Region... 

47, 191 

697 

825 

796 

928 

1,982 

1,775 

1,720 

1,446 

CENTRAL  WESTERN  REGION. 

387 
9,439 
1,051 
1,131 

18 
345 

17 

29 

16' 

329 

18 

37 

19 

349 

16 

42 

9 

389 

17 

36 

9 

465 

26 

43 

11 

430 
30 
45 

3 

352 

26 

37 

4 

Atchison.  Topcka  &  Santa  Fe 

Chicaeo  v  Alton 

Chicago  &  Eastern  Illinois 

351 
30 
36 

1628      EXTENSION   OF   GOVERNMENT   CONTROL   OF   RAILROADS. 

Number  of  employees,  by  classes,  Oct.  16,  1917,  Dec.  16.  1917.  Oct.  16,  1918,  Jan.  16. 

1919— Contmued. 


Railroad. 


CENTRAL  WESTERN  REGION— COntd. 

ChicafCo,  Burlington  &  Quincy 

Ciiicaw,  Peoria  &  St.  Louis 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.I  &  0.) 

Chicago,  Terre  Haute  &  Southeastern 

Colorado  &  Southern 

Denver  &  Rio  ( xrande 

Denver  &  Salt  Lake 

El  Paso  &  Southwestern 

Los  Angeles  &  Salt  Lake 

Northwestern  Pacific 

Oregon  Short  Line 

Southern  Pacific  (Pa'^ific  System) .  -  - 

Toledo,  Peoria  &  Western 

Union  Pacific  ( including  St .  J .  &  G .  I ) . 
"Western  Pacific 

Total,  Central  "Western  Region . 

SOUTHWESTERN  REGION. 


Fort  Worth  &  Denver  City 

Fort  Worth  &  Rio  Grande 

Gulf  Coast  Lines 

Gulf,  Colorado  &  Santa  Fe 

Houston  &  Texas  Central 

Houston  East  &  West  Texas 

International  &  Great  Northern 

Kansas  City,  Mexico  &  Orient  Sys- 
tem   

Kansas  Citv  Southern  (including 
T.  &  F.  S.) 

Louisiana  &  Arkansas  .■ 

Midland  Valley 

Missouri  ik  North  Arkansas 

Missouri,  Kansas  &  Texas 

Missouri,  Kansas  &  Texas  of  Texas.. 

Missouri  Pacific 

San  Antonio  c<c  Aransas  Pass 

St.  Louis-San  Francisco 

St.  Louis-San  Francisco  &  Texas 

St.  Louis  Southwestern 

St.  Louis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  T^nes) 

Te  \as  Pa-ific 

Vicksburir,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

Wichita  Vallev 


Miles 

of  road 

October, 

1918. 


9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 
3,872 
1,011 


Messengers  and  attendants. 


Oct., 
1917. 


51,490 


354 
235 
920 

1,937 
887 
232 

1,160 

737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

960 

815 

2,545 

1,947 

171 

329 

257 


Total,  Southwestern  Region  - 
Grand  total,  all  regions 


31,633 


228,757 


228 
1 

173 

3 

27 

82 

4 

24 

20 

6 

40 

227 

3 

153 

11 


Dec.,  i  Oct.,     Jan., 
1917.  !   1918.      1919. 


247 
2 

164 
4 

30 

82 

1 

24 

21 

7 

55 

173 

6 

158 

7 


203 


1,381 


26 
71 
155 

4 
82 


671 


8,404 


14 

3 

39 

4 

6 

1 

37 

49 

160 

5 

1,136 


9,836 


185 

5 

27 

77 

3 

25 

16 

7 

50 

176 

3 

138 

7 


1,348 


1 
33 
60 
210 
2 
66 


10 

13 

108 

57 

11 

3 

2 


170 
8 

27 

73 

1 

21 

15 

7 

50 

140 

8 

133 

7 


1,336 


42 
4 
1 
1 

24 

46 

120 

4 

73 


10 
35 
123 
57 
10 
4 
2 


Assistant  engineers  and 
draftsmen. 


Oct., 
1917. 


Dec., 
1917. 


459 
1 

166 
2 
22 
41 
13 
13 
34 
20 

107 

217 
1 

266 
51 


380 


169 
1 

29 

32 

1 

16 

33 

20 

107 

254 

1 

227 

48 


1,956     1,834 


96 


46 
1 
5 
2 

68 
83 
187 
9 
139 


6 
105 


64 

1 

5 

2 

75 

75 

294 

12 

101 


Oct., 
1918. 


115 

7 

158 

1 

35 

57 


12 

24 
20 
98 

194 
2 

232 
24 


1,398 


1 

3 

3 

93 

39 

218 

14 

164 


Jan., 
1919. 


348 


143 
2 
33 

58 


11 
26 
23 
96 

214 
2 

262 
18 


1,657 


30 


64 

1 

24 

4 

91 

34 

345 

18 

177 


803  I  1,000 
10,185  |l0,76o 


EXTENSION   OF   6OVERKMENT   CONTROL   OF  RAILROADS.      1629 

Number  of  employees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  1918,  Jan.  16, 

1919— Continued. 


Railroad. 


Total  New  England  district. 

Total,  Central  district 

Total,  Ohio-Indiana  district . 


Grand  total.  Eastern  region.. 


Total,  Allegheny  Region 

Total,  Pocahontas  Region 

Total,  Southern  Region 

Total,  Northwestern  Region 

Total,  Central  Western  Region. 
Total,  Southwestern  Region 


Grand  total,  all  regions. 

EASTERN  REGION. 

Netv  England  district. 


Miles  of 
road 

October, 
1918. 


8,159 
21,352 
6,825 


36, 336 


Bangor  &  Aroostook 

Boston  &  Albany 

Boston  &  Maine 

Central  New  England 

Central  Vermont 

Grand  Trunk  in  New  England 

Maine  Central 

New  York,  New  Haven  &  Hartford 
Rutland 


Total,  New  England  district.. 
Central  district 

Ann  Arbor 

Buffalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson 

Delaware,  Lackawanna  &  Western. 

Detroit  &  Mackinac 

Detroit  &  Toledo  Short  Line 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

Lehigh  &  New  England 

Lehigh  Valley 

Michigan  Central 

Monongahela 

New  York  Central 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western 

Pere  Marquette 

Pittsburgh  &  Lake  Erie 

Pittsburgh  &  Shawmut 

Pittsburgh  &  West  Virginia 

Ulster  &  Delaware 

Wabash 

Total,  Central  district 

Ohio-Indiana  district. 

Chicago,  Indianapolis  <fc  Louisville.. 
Cincinnati,  Indianapolis  &  Western. 

Cincinnati  Northern 

Cleveland,  Cincinnati,  Chicago  &  St. 

Louis 

Detroit,  Toledo  &  Ironton 

Hpcking  Valley 

Kanawha  &  Michigan 

Lake  Erie  &  Western 

Toledo  &  Ohio  Central 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie 

Total,  Ohio-Indiana  district . . . 

Grand  total,  Eastern  Region... 


19, 744 
5,076 
37,  287 
47, 191 
51, 490 
31,  633 


M.  W.  &  S.  foremen.i 


Oct., 
1917. 


511 

1,131 

228 


1, 870     1, 


1,224 

186 

994 

1,340 

1,622 

820 


Dec,     Oct., 
1917.      1918. 


460 

1,151 

237 


228,  757     8, 056 


632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 


8,159 


294 
585 
903 
996 
353 
62 

2,259 

97 

222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 
225 
94 
63 
129 

2,519 


21,352 


657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 


6,825 


21 
26 

131 

17 

11 

9 

34 

250 
12 


11 

48 

49 

89 

3 

2 

159 

4 


4 

373 

30 

24 

5 

43 

24 

5 

1 

3 

65 


1,131 


15 

22 

2 

108 
9 


1,176 

149 

943 

1,311 

1,582 

739 


7,748 


15 

29 

114 

10 

11 

4 

32 

240 

5 


460 


508 

1,251 

255 


2,014 


1,331 

197 

994 

1,503 

1,  658 

806 


8,503 


13 
31 

140 

15 

14 

9 

32 

243 
11 


Jan., 
1919. 


413 

1,165 

222 


1,219 

144 

976 

1,238 

1,595 

754 


Section  foiemen. 


Oct., 
1917. 


1,591 
4,801 
1,296 


508 


42 

48 

79 

2 

2 

176 

4 

8 

95 

93 

4 

400 

24 

26 

6 

54 

24 


228 


1,870 


19 
18 
2 

107 
10 
9 
8 
18 
15 
12 
19 


39 

52 

106 

1 

3 

191 

4 

7 

77 

113 

4 

453 

31 

27 

4 

41 

24 

4 

3 

3 

55 


1,251 


237 


1,848 


24 

18 
2 

114 
12 
10 
9 
14 
17 
12 
23 


2,014 


6 

19 

118 

11 

13 

8 

35 

198 

5 


413 


42 

48 

86 

2 

1 

172 

5 

120 

106 

4 

373 

23 

25 

5 

52 

28 

4 

4 

3 

55 


1,165 


222 


5,396 

917 

6,002 

7,204 
7,898 
4,597 


39,  702 


117 

100 

445 

64 

86 

47 

175 

477 


1,591 


38 

210 

254 

282 

54 

14 

511 

24 

23 

372 

398 

21 

1,534 

117 

119 

27 

236 

96 

18 

17 

27 

409 


4,801 


112 
50 
34 

500 
61 
86 
41 

118 


112 


Dec., 
1917. 


1,591 
4,826 
1,280 


7,697 


5,109 
789 
5,893 
7,238 
7,911 
4,696 


Oct., 
1918. 


1,584 
4,991 
1,354 


7,929 


39, 333 


118 

101 

445 
72 
86 
46 

175 

468 
80 


1,591 


38 

144 

233 

280 

54 

13 

514 

24 

23 

387 

516 

21 

1,514 

115 

121 

41 

224 

95 

18 

14 

27 

410 


4,826 


114 
50 
34 

464 
74 
87 
39 

119 
94 
91 

114 


5,589 
905 
6,227 
7,356 
7,996 
4,628 


40,630  39,706 


117 

120 

442 

65 

87 

44 

177 

452 

80 


38 

143 

217 

290 

55 

14 

495 

25 

22 

413 

506 

21 

1,671 

119 

117 

27 

235 

96 

20 

12 

27 

428 


1, 296  1,  280 


1,800     7,688  I  7,697 


119 
50 
35 


90 
42 

119 
92 
90 

118 


1,354 


7,929 


'  M.  W.  &  S.  foremen  '  exclude  section  foremen  and  foremen  of  construction  gangs  and  work  trains. 


1630      EXTENSION   OF   GOVERNMENT   CONTROL   OF   RAILROADS. 

Number  of  employees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  1918.  Jan.  16, 

1919— Continued. 


Railroad. 


ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 
west) 

Bessemer  &  Lake  Erie 

Buffalo  &  Susquehanna 

Central  of  New  Jersey 

Cumberland  Valley 

Grand  Rapids  &  Indiana 

Long  Island 

New  York,  Philadelphia  &  Norfolk.. 

Pennsylvania  (eastern  lines) 

Pennsylvania  (western  lines,  includ- 
ing P.  C.  C.  &  St.  L.) 

Philadelphia  &  Reading 

Western  Maryland 

West  Jersey  &  Seashore 

Total,  Allegheny  Region 

POCAHONTAS  REGION. 

Chesapeake     &     Ohio     (including 

C.  &  O.of  Ind.) 

Norfolk  &  Western 

Virginian 

Total,  Pocahontas  Region 

SOUTHERN  REGION. 

Alabama  &  Vicksburg 

Alabama  Great  Southern 

Atlanta  &  West  Point 

Atlanta,  Birminghaia  &  Atlantic 

Atlantic  Coast  Line 

Carolina,  Olinchfield  &  Ohio 

Central  of  Georgia 

Ch  vr  leston  &  Western  Carolina 

Cincinnati,  New  OrJeans  &  Texas 
Pacific 

Florida  East  Coast 

Georgia 

Georgia.  Southern  &  Florida 

Gulf  &  Ship  Island 

Gulf,  Mobile  &  Northern 

Illinois  Central  (Including  Y.  &  M.  V) 

Louisville  A:  Nashville 

Louisnllp,  Henderson  &  St.  Louis — 

Mississippi  Central 

Mobile  &  Ohio 

Nashville, Chattanooga  &  St.  Louis.. 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Fredericksburgh  &  Po- 
tomac (including  Washington 
Southern) 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 

Total,  Southern  Region 

NORTHWESTERN  REGION. 

Chicago  &  North  Western 

Chicago  G  reat  Western 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.  Paul,   Minneapolis  & 

Omaha 

Duluth  &  Iron  Range 

Duluth,  Missabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 

Elgin,  Joliet  &  Eastern 

Great  Northern 


Miles  of 
road 

October, 
1918. 


5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

708 

360 


19,744 


2,499 

2,088 


M.  W.  &  S.  foremen. 


Oct., 
1917. 


191 

18 

4 

50 

16 

8 

39 

12 

489 

314 
48 
17 
18 


1,224 


Dec, 
1917. 


187 

19 

3 

47 

12 

8 

40 

22 

436 

312 
49 
21 
20 


1,176 


57 
122 

7 


31 

112 

6 


5,076 


186 


141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 
6,164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 


123 

3,563 

6,983 

278 

293 


37,287 


8,090 

1,946 

10,306 

1,749 
285 
411 
601 
808 

8,258 


17 
5 
12 

87 
7 

38 
6 

16 

29 

6 

14 

5 

9 

244 

148 

9 

1 

31 

3,1 

11 

5 

10 


9 

73 

155 

4 

6 


149 


29 

5 

12 

6 

9 

243 

131 

3 


994 


273 

51 

287 

83 
13 
15 
10 
16 
224 


10 

55 

152 

4 

5 


943 


Oct., 
1918. 


236 

19 

5 

51 

12 

9 

38 

17 

550 

315 

54 

3 

22 


1,331 


103 
25 


197 


1 

25 

4 

11 

5 

11 

256 

152 

6 


Jan., 
1919. 


237 

18 

3 

50 

14 

8 

21 

18 

477 

299 

49 

6 

19 


1,219 


144 


30 
41 
11 
4 


26 
5 
12 
7 
11 
231 
131 
4 


10 

71 

157 

3 

8 


994 


266 

88 

307 

61 
12 
13 
10 
18 
145 


11 

61 

161 

4 

8 


976 


Section  foremen. 


Oct., 
1917. 


Dec,     Oct., 
1917.     1918. 


1,155 
52 
45 
175 
28 
90 
110 
31 
1,898 

1,266 
295 
157 
94 


5,396 


420 
415 

82 


26 
52 
28 
78 

630 
47 

244 
40 

79 
80 
42 
56 
38 
43 
1,316 

876 
36 
15 

174 

169 
40 
29 

110 


33 

481 

1,144 

42 

48 


6,002 


301 

314 

60 

26 

351 

257 

73 

47 

12 

10 

15 

12 

9 

9 

16 

16 

285 

197 

1,546 

188 

1,384 

280 
48 
36 

117 
84 


1,107 

57 

42 

173 

28 

88 

109 

31 

1,658 

1,272 
290 
159 
95 


5,109 


290 
412 


26 
57 
28 
72 

619 
51 

243 
40 

79 

84 

43 

59 

37 

40 

1,297 

799 

35 

19 

167 

174 

45 

30 


32 
449 

,182 
42 
46 


5,893 


1,544 

181 

1,454 

314 

47 
38 
116 
77 
1,235 


1,235 
62 
42 
161 
28 
90 
110 
40 
1,953 

1,330 
280 
159 
99 


5,589 


419 
398 

88 


905 


25 
63 
47 
78 

615 
51 

256 
45 

100 
79 
44 
59 
38 
46 
1,333 

950 
36 
19 

170 

188 
46 
48 
98 


15 

492 

1,1^3 

42 
51 


6,227 


1,556 

185 

1,449 

312 
50 
36 

114 

81 

1 .  -Jfil 
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Number  of  employees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  1918,  Jan.  16, 

1919— Continued. 


Miles  of 
road 

October, 
1918. 

M. 

W.  &  S 

.  foremen. 

Section  foremen. 

Railroad. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

NORTHWESTERN   REGION— COntd. 

Mineral  Range... 

101 
1,647 

4,243 
6,571 

2,069 
556 

1 
28 

78 
187 

55 
19 

2 
26 

66 
234 

49 
14 

1 
27 

83 
216 

33 

21 

1 
29 

59 
207 

35 
19 

28 
252 

582 
1,092 

245 

87 

28 
253 

587 
1,030 

243 
91 

23 

254 

625 
1,090 

229 
91 

23 

-Minneapolis  &  St.  Louis 

246 

.Minneapolis,  St.  Paul  &  Sault  Ste. 
Marie 

588 

Northern  Pacific 

1,048 

Oregon-Washington  Railroad  &  Nav- 
igation Co 

238 

Spokane,  Portland  &  Seattle 

90 

Total,  Northwestern  Region. . . 

47,191 

378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 
3,872 
1,011 

1,340 

1,311 

1,503 

1,238 

7,204 

7,238 

7,356 

7,173 

CENTRAL  WESTERN  REGION. 

.\rizona  Eastern 

10 

316 

33 

60 

257 

7 

205 

7 

18 

49 

5 

20 

22 

18 

63 

260 

8 

249 

15 

10 

326 

30 

45 

266 

6 

187 

6 

15 

50 

3 

18 
21 
20 
67 

254 
10 

221 
27 

8 

346 

39 

43 

251 

7 

210 
7 
18 
49 
6 
17 
33 
23 
59 

296 
10 

209 
27 

12 

326 

32 

33 

246 
7 

199 

6 

8 

49 

6 

17 

39 

23 

56 

258 

10 

242 

26 

34 

1,509 

233 

219 

1,511 

43 

1,280 

70 
181 
377 

38 
123 
128 

74 
254 
969 

39 
689 
127 

33 

1,475 

223 

212 

1,559 

43 

1,280 

70 
179 
362 

39 
120 
127 

68 
274 
995 

39 
676 
137 

1 

1,475 

214 

233 

1,564 

41 

1,282 

71 
185 
374 

49 
118 
138 

68 

283 

1,070 

39 
661 
130 

37 

Atchison,  ToneV-a  &  Santa  Fe 

Chicago  &  Alton 

1,497 
213 

Chicago  &  Eastern  Illinois 

238 

Chicago,  Burlington  &  Quincy 

Chicago,  Peoria  &  St.  Louis 

1,563 
41 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.I.  &  G.) 

1,273 
69 
154 

Chicago, Terre  Haute  &  Southeastern. 
Colorado  &  Southern 

Dienver  &  Rio  Grande 

378 

Denver  &  Salt  Lake 

45 

El  Paso  &  Southwestern... 

119 

Los  Angeles  &  Salt  Lake 

135 

Northwestern  Pacific 

64 

280 

Southern  Pacific  (Pacific  System).. . 
Toledo,  Peoria  &  Western 

1,056 
39 

LTnion  Pacific  (including  St.  J.  &  G.I.) 
Western  Pacific 

746 
139 

Total, Central  Western  Region. 

51,490 

1,622 

1,582 

1,658 

1,595 

7,898 

7,911 

7,996 

8,086 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  Citv 

354 
235 
920 

1,937 
887 
232 

1,160 
737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 

10 
3 

""57' 

8 

2 

25 

5 

17 

3 

8 

9 

122 

37 

211 

14 

148 

3 

19 

17 

51 

39 

4 

3 

5 

11 
3 
13 

55 
7 
4 

25 
9 

17 

3 

7 

7 

71 

28 

194 

15 

135 

3 

19 

16 

46 

41 

5 

4 

1 

15 
4 

""51' 
3 

'     "14' 
9 

66 

4 

7 

8 

68 

43 

204 

15 

143 

3 

29 

14 

52 

42 

6 

4 

2 

9 

3 

23 

47 

7 

4 

16 

11 

30 

4 

8 

7 

50 

31 

203 

18 

131 

3 

21 

14 

53 

44 

7 

6 

4 

73 
29 

"'366' 
123 
25 
165 

84 

148 

40 

50 

47 

331 

335 

1,199 

92 

808 

13 

101 

118 

300 

214 

32 

42 

28 

75 

29 

78 

294 

119 

24 

162 

85 

151 

40 

53 

47 

346 

239 

1,175 

107 

792 

10 

104 

119 

317 

228 

32 

42 

28 

76 
23 

'285' 
127 
24 
165 

87 

104 

40 

52 

48 

332 

278 

1,203 

89 

839 

10 

108 

119 

300 

217 

33 

42 

27 

76 

Fort  Worth  &  Rio  Grande... 

22 

Gulf  Coast  Lines 

71 

Gulf,  Colorado  &  Santa  Fe 

286 

Houston  &  Texas  Central 

85 

Houstnn  East  &  West  Texas 

International  &  Great  Northern 

Kansas  Citv,  Mexico  &  Orient  System 
Kansas  Citv  Southern  (including  T. 

&F.S.) 

Louisiana  &  Arkansas 

24 

166 

85 

154 
40 

Mid'and  Vallev 

54 

Missouri  it  North  Arkansas 

51 

Missouri,  Kansas  &  Texas 

337 

Missouri,  Kansas  &  Texas  of  Texas. . 

201 
1,178 

San  .\ntonio  &  Aransas  Pass 

St.  Loius-San  Francisco 

108 
822 

St.  Louis-San  Francisco' &  Texas 

St.  I^ouis  Southwestern.. 

10 
108 

St.  Louis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  Lines) 

Texas,  Pacific 

122 
320 
231 

Vi^ksburg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

33 
43 

28 

Total,  Southwestern  Region . . . 

31,633 

820 

739 

806 

754  j 

4,597 

4,696 

4,628 

4,655 

Grand  total,  all  regions 

228,757 

8,056 

7,748 

8,503 

7,726  ' 

\ 

39,702 

39,333 

40,630 

39, 706 
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Railroad. 


Total,  New  England  district . 

Total,  Central  district 

Total,  Ohio- Indiana  district . 


Grand  total.  Eastern  Region. 


Total, 
Total, 
Total, 
Total, 
Total, 
Total, 


Allegheny  Region 

Pocahontas  Region 

vSouthern  Region 

Northwestern  Region. . . 
Central  Western  Region . 
Southwestern  Region . . . 


Miles  of 

road 
October, 

191S. 


Grand  total,  all  regions 

EASTERN  REGION. 

New  England  district. 

Bangor  &  Aroostook 

Boston  &  Albany 

Boston  &  Maine 

Central  New  England 

Central  Vermont 

Grand  Trunk  in  New  England 

Maine  Central 

New  York,  New  Haven  &  Hartford 
Rutland 

Total,  New  England  district.. 

Central  district. 


Ann  Arbor 

Buffalo,  Rochester  <fc  Pittsburgh 

Delaware  &  Hudson 

Delaware,  T>acka wanna  &  Western. 

Detroit  &  Mackinac 

Detroit  &  Toledo  Short  lane 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

Lehigh  &  New  England 

Lehigh  Valley 

Michigan  Central 

Monongahela 

New  York  Central 

New  York,  Chicago  &  St.  Louis. . . . , 

New  York,  Ontario  A  Western 

New  York,  Susquehamia  &  Western 

Pere  Marquette 

Pittsburgh  &  T>ake  Erie 

Pittsburg  &  Shawmut 

Pittsburgh  &  West  Virginia 

Lister  &  Delaware ' 

Wabash 


Total,  Central  district 

Ohio-Indiana  di.^trict. 

Chicago,  Indianapolis  &  Louisville... 
Cincinnati,  Indianapolis  &  Western.. 

Cincinnati  Northern 

Cleveland,    Cincinnati,    Chicago    & 

St.  Louis 

Detroit,  Toledo  &  Ironton 

Hocking  Valley 

Kanawlia  &  Michigan 

Lake  Erie  it  Western 

Toledo  &  Ohio  Central 

Toledo,  St.  l/ouis  &  Western •. 

Wheeling  &  Lake  Erie 


Total,  Ohio-Indiana  district . . 
Grand  total,  Eastern  Region 


8, 159  63 

21,352         264 

6, 825  33 


General  foremen,  M.  E. 
department. 


Oct., 
1917. 


36,336         360 


19,744  ! 
5,076  j 
37,287 
47,191 
51,490  ! 
31,633  I 


270 
28 
260 
301 
276 
116 


228,757     1,611 


632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 


8,159 


294 
585 
903 
996 
353 
62 

2, 259 

97 

222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 

225 

94 

63 

129 

2,519 


657 
296 
251 

2, 396 
433 
350 
177 
844 
430 
444 
547 


6,825 


36,336 


Dec. 
1917. 


67 

265 

48 


275 
34 
211 
324 
328 
127 


1,679 


Oct., 
1918. 


71 

300 

35 


406 


221 
34 
217 
265 
336 
146 


1,625 


63 


102 
3 
2 
1 


10 


21,352  j      264 


360 


Jan., 
1919. 


54 

332 

34 


420 


247 
27 
196 
218 
368 
138 


Gane  and  other  foremen, 
M.  E.  department. 


Oct., 
1917. 


Dec, 
1917. 


845        788 

2,670  j  2,663 

566         603 


4,081  1  4,054 


4,803 
603 
1,889 
2,116 
3,227 
1,375 


4,911 
638 
1,974 
2,092 
3,325 
1,425 


Oct., 
1918. 


844 

3,025 

636 


4,505 


5,320 
682 
2, 085 
2,294 
3,305 
1,471 


1,614    18,094    18,419   19,662   21,412 


54 


18 

24 

18 

16 

107 

130 

3 

3 

2 

2 

1 

1 

9 

10 

9 

11 

300 


48 


380 


35 


406 


157 

2 

2 

1 

10 

10 

2 

1 

1 

10 


23 

47 
239 
23 
40 
15 
42 
395 
21 


845 


22 
44 

238 
12 
29 
12 
43 

368 
20 


788 


17 

109 

213 

138 

9 

3 

400 

6 

14 

205 

174 

7 

855 

60 

43 

24 

114 

87 

4 

6 
12 

170  j 


20 

93 

226 

135 

9 

2 

405 

7 

14 

212 

176 

7 

832 

62 

40 

23 

112 

88 

4 

7 

12 

177 


23 
43 

242 
23 
26 
15 
48 

404 
20 


844 


332  1  2,670     2,663 


34 


41 
28 
11 

228 
10 
54 
14 
42 
44 
25 


566 


420     4,0S1 


53 
24 
12 

232 
10 
55 
14 
42 
46 
25 
90 


603 


4,054 


23 

84 

240 

158 

6 

3 

375 

8 

14 

242 

217 

7 

987 

65 

47 

25 

135 

200 

7 

10 

11 

161 


3,025 


54 


238 
20 
50 
15 
48 
54 
27 
93 


636 


4,505 
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1919— Continned. 


Railroad. 


ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 
west) 

Bessemer  &  Lake  Erie 

Buftalo  &  Susquehanna 

Central  of  New  Jersey 

Cumberland  Valley 

Grand  Rapids  &  Indiana 

Long  Island 

New  York,  Philadelphia  &  Norfolk. . 

Pennsylvania  (eastern  lines) 

Pennsvlvania  (western  lines,  includ- 
ing P.,  C,  C.  &St.  L.) 

Philadelphia  &  Reading 

Western  Maryland 

West  Jersey  &  Seashore 

Total,  Allegheny  Region 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 

O.oflnd.) 

Norfolk  &  Western 

Mrginian 


Miles  of 

road 
October, 

1918. 


Total,  Pocahontas  Region . 


SOUTHERN  REGION. 


Alabama  &  Vicksburg 

Alabama  Great  Souihem 

Atlanta  &  West  Point 

Atlanta,  Birmingham  &  Atlantic 

Atlantic  Coast  Line 

Carolina,  Clinchfield  &  Oliio 

Central  of  Georgia 1 

Charleston  &  Western  Carolina 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  Fast  Coast 

Georgia 

Georgia  Southern  &  Florida 

Gulf  &  Sliip  Island 

Gulf,  Mobile  tt  Northern 

Illinois  Central  (including  Y.  &  M.V.) 

Louisville  &  Nashville 

Louisville,  Henderson  &  St.  Louis... 

Mississippi  Central 

Mobile  &  Oliio 

Nashville,  Chattanooga  &  St.  Louis.. 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Fredericksburgh  <fe  Po- 
tomac (including  Washington 
Southern) 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 


5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 
1,629 

708 
360 


19, 744 


2,499 

2,088 

489 


5,076 


141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 
6,164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 


123 

3.563 

6.983 

278 

293 


37,287 


Total  Southern  region 

NORTHWESTERN  REGION. 


Chicago  &  North  Western 8, 090 

Chicago  Great  Western 1, 946 

Chicago,  Milwaukee  &  St.  Paul 10, 306 

Chicago,   St.   Paul,   Minneapolis   & 

Omaha 

Duluth  &  Iron  Range 

Duluth,  Missabe  &  Northern 

"Ouluth  South  Shore  &  Atlantic 

Elgm.  Johet  &  Eastern 


1,749 
285 
411 
601 


General  foremen,  M.  E. 
department. 


Oct., 
1917. 


270 


28 


Dec, 
1917. 


275 


Oct., 
1918. 


Jan., 
1919. 


221 


103 
25 
22 

13 
2 
2 
1 

2 


34 


27 


217 


196 


Gang  and  other  foremen, 
M.  E.  department. 


Oct., 
1917. 


652 
49 
18 

181 
24 
31 
75 
17 
2,449 

1,036 

138 

122 

11 


4,803 


256 

317 

30 


603 


1 

16 

14 

22 

156 

2 
76 
12 

58 

26 

17 

14 

9 

17 

507 

298 

10 

10 

104 

44 

23 

4 

16 


28 
138 
252 

7 


514 

81 

461 


Dec, 
1917. 


718 
49 
17 

164 
23 
31 
77 
18 
2,505 

1,037 

138 

123 

11 


4,911 


266 

342 

30 


638 


2 
19 
15 
19 
176 
12 


82 

26 

17 

17 

6 

17 

521 

309 

11 

6 

104 

43 

28 

7 

22 


29 

115 

257 

6 

16 


1,974 


529 

84 


Oct., 
1918. 


749 
47 
17 

192 
20 
32 
67 
26 
2,720 

1,167 

141 

131 

11 


5,320 


262 

390 

30 


682 


3 
20 
15 
23 
171 

5 
80 
10 


23 

17 

17 

9 

21 

519 

303 

10 

8 

110 

52 

32 

6 

21 


35 

148 

289 

7 

33 


2,085 


556 

81 

543 

87 
25 
31 
27 
71 
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Railroad. 

Miles  of 

road 
October, 

1918. 

General  foremen,  M.  E. 
department. 

Gang  and  other  foremen, 
M.  E.  department. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918, 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan,, 
1919. 

NOKTHWESTERN  REGION — COIltd. 

8.258 

101 

1,647 

4,243 
6,571 

2,069 
556 

100 
2 
3 

41 
6 

12 
2 

73 
2 
3 

29 
31 

12 

4 

106 
2 
3 

42 
6 

9 
2 

43 
2 
3 

30 
38 

13 

4 

283 

7 

63 

139 
273 

60 
19 

283 
7 
61 

138 
205 

71 
17 

287 

6 

40 

153 
286 

85 
16 

344 

7 

72 

Minneapolis,  Sr.  Paul  &  Sault  Ste. 

139 

212 

Oregon-Washington  Railroad  &  Nav- 

72 

Spokane  Portland  &  Seattle 

18 

Total,  Northwestern  Region. . . 

47, 191 

301 

324 

265 

218 

2,116 

2,092 

2,294 

2,332 

CENTRAL  WESTERN  REGION. 

378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 

3,872 
1,011 

2 
70 

6 
14 
33 

3 

44 
1 
3 

10 

2 
127 
4 
8 
36 
3 

44 
1 
3 

11 

2 
129 
3 
9 
33 
3 

43 

3' 

11 

2 
148 
4 
8 
35 
3 

50 
8 
4 

11 

23 
658 

96 
106 
565 

10 

396 
21 
55 

142 
11 
34 
42 
18 
S3 

714 
7 

230 
18 

16 

651 
109 
106 
574 
10 

470 
26 
57 

144 
12 
32 
43 
15 
75 

720 
8 

242 
15 

32 
689 
107 
127 
473 

12 

462 
27 
59 

153 
13 
34 
45 
17 
99 

680 
8 

242 
26 

19 

Acchison,  Topeka  &  Santa  Fe 

775 
113 

Cliicago  &  E  astern  Illinois 

153 

Cliicago,  Burlington  &  Quincy 

Chicago   Peoria  &  St.  Lonis 

711 
11 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.  1.  &  G.) 

491 

Chicago,  Terre  Haute  &  Southeastern. 
Colorado  &  Southern  

36 
55 

Denver  &  Rio  Grande     

159 

Penver  &  Salt  Lake     

14 

9 
1 
2 
6 
39 
11 

20 
2 

10 
1 
1 
3 

38 
12 

22 
2 

9 
1 
2 
2 
52 
8 

24 

2 

10 
1 

3' 

43 

8 

28 
2 

33 

48 

20 

93 

Southern  Pacific  (Pacific  System). . . 
Toledo,  Peoria  &  Western 

763 
3 

Union  Pacific  (including  St.  J.   & 

G.I.) 

Western  Pacific 

291 
22 

Total,  Central  Western  Region 

51,490 

276 

328 

336 

368 

3,227 

3,325 

3,305 

3,810 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Penver  City 

354 

235 
920 

1,937 
887 
232 

1,160 

737 

837 

302 

366 

356 

1,737 

1,796 

7, 108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 

2 
1 

7' 

10 

2 
1 
2 
10 
3 

2 

1 

7' 

21 

2 

1 
2 
7 
2 

38 
5 

16 

2 

36 

11 

55 
11 

7 

6 

115 

68 

3/1 

18 

243 

12 

34 

38 

121 

81 

8 

6 

3S 
0 
22 
79 
12 
3 
38 

11 

46 
14 
10 
6 

119 
80 

369 
18 

250 
13 
38 
28 

128 

81 

12 

5 

36 
4 

"""88' 

8 

4 

42 

13 

52 
14 

9" 

121 
78 

395 
30 

271 
10 
41 
30 

129 

76 

12 

6 

2 

39 

Fort  Worth  &  Rio  Grande 

4 

Gulf  Coast  Lines...        

22 

Gulf,  Colorado  &  Santa  Fe 

91 

Houston  &  Texas  Central 

19 

Houston  East  &  West  Texas          .  . 

1 

International  &  Great  Northern 

Kansas    City,     Mexico    &    Orient 

6 

1 

7 
2 
2 
2 

4 
3 
40 
1 
9 
1 
1 
1 
4 
9 
2 

6 

3 

8 
2 
2 
3 
4 
3 

40 
2 

10 

J 

1 

4 

10 
2 

5 

3 

5 
2 
2 
2 

15 
7 

36 
1 
9 

2' 

1 

12 
9 
2 

5 
3 

7 

I 

3 

8 

10 

41 

2 

14 

1 

2 

1 

10 
10 
2 

47 
20 

Kansas  City  Southern  (including  T. 

&  f;s.)." 

57 
15 

Midland  Vallev 

10 

Missouri  &  North  Arkansas 

6 

Missouri,  Kansas  &  Texas 

143 

Missouri,  Kansas  &  Texas  of  Texas.. 
Missouri  Pacific 

99 
381 

San  Antonio  &  Aransas  Pass 

St.  Louis-San  Francisco 

25 
295 

St.  Louis-San  f'rancisco  &  Texas 

St.  Louis  Southwestern 

10 
37 

St.  Louis  Southwestern  of  Texas 

Southern  i'acilic  (Sunset  Lines) 

Texas  Pacific 

29 
143 

76 

Vicksburg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

'\ 

Wichita  Vallev 

1 

1 

2 

1 

Total,  Southwestern  Region . . . 

31, 633 

116 

127 

146 

138 

1,375 

1,425 

1.471 

1,587 

Grand  total,  all  regions 

228,757 

1,611 

1,679 

1,625 

1,614 

18,094 

18,419 

19,662 

21,412 

EXTENSION   OF   GOVERNMENT   CONTROL   OF   RAILROADS.      1635 

Number  of  employees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  1918,  Jan.  16, 

i9J9— Continued. 


Miles  of 
road 
Oct., 
1918. 

Machinists. 

Boilermakers. 

Railroad. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 

1917. 

Dec., 
:  1917. 

Oct., 
1918. 

■  Jan., 

1919. 

1 

Total,  New  England  district 

8,159 

21,352 

6.825 

2.246 
7,397 
1,146 

2,303 
7,540 
1,171 

2,421 

8,708 
1,529 

2,626 
8,915 

1,483 

609 
2,361 

488 

598 
2,301 

'      480 

581 

2,663 

603 

679 

Total,  Central  district; 

i  2,802' 

Total,  Ohio-Indiana  district 

'      613 

Grand  total,  Eastern  Region... 

36.336 

10,789 

11,014 

12,658 

13, 024 

3,458 

;  3,379 

3,847 

4,094t 

Total,  Allephenv  Region 

19,744 
5,076 
37, 287 
47,191 
51.490 
31,633 

9, 6.50 
1,496 
4,429 
5,807 
6. 407 
2,861 

10, 259 
1.506 
4.478 
5.615 
6.890 
3.229 

12,323 
1.770 
5,160 
6,()S0 
8,415 
3,513 

14, 559 
1,788 
5,526 
6. 30(1 
9,111 
3.770 

2,675 
349 
1,391 
1,679 
2, 262 
1,239 

2,809 
355 
1,411 
1,742 
2,425 
1  1.361 

3,415 

1      401 

1,628 

2  099 

i  3,020 

'  1,452 

3,93S. 

Total,  locahontas  Region 

Total,  Poi]tl!:irn  Roeion... 

41f> 

1,752 

Total,  Northwestern  Region  

1,970 

Total,  Central  Western  Region 

Total,  Southwestern  Region 

''  3.183 
1,56S 

1 

Grand  total,  all  regions 

228,757 

41.439, 

42,991 

49, 919 

54,078 

13, 053 

113,482 

I 

j  15, 862 

16.91+ 

EASTERN  REGION. 

JV(W  England  district. 
Bangor  A:  Aroostook 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

46 
229 
801 

24 
109 

31 

77 
865 

64 

37 
249 
818 

26 
135 

30 

88 
857 

63 

35 
224 
802 
42 
91 
34 
84 
1,053 
56 

4» 
284 
915 

43 
118 

35 

107 

1,023 

53 

13 
34 

225 
12 
33 
10 
27 

238 
17 

1 

11 

1        36 

230 

!        13 

48 

9 
27 

1      207 
!       17 

12 

53 

220 

1 

31 

8 

19 

222 

15 

12' 

Boston  i  Albany 

64 

Boston  A' Maine 

26». 

Central  Xe^^■  England 

13 

Central  \>rmont 

34 

Grand  Trunk  in  New  England 

Maine  Central 

8- 
29 

New  York,  New  Haven  &  Hartford. . 
Rutland 

235 
16 

Total,  New  England  district... 

8,159 

2,246 

2,303 

2,421 

2,626 

609 

1      598 

581 

67» 

Central  district. 
Ann  Arl  lor 

294 
5.S5 
903 
996 
353 
62 

2,259 
97 
222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 
225 
94 
63 
129 

2,519 

41 

181 

465 

514 

19 

21 

1,534 

21 

46 

1,064 

399 

14 

1,719 

152 

132 

44 

245 

223 

18 

25 

12 

608 

36 

199 

387 

519 

20 

21 

1,680 

16 

54 

1,101 

408 

11 

1.750 

167 

127 

44 

230 

230 

IS 

21 

8 

493 

47 

240 

526 

690 

21 

18 

1,869 

19 

55 

1,047 

416 

18 

2,119 

197 

134 

56 

380 

244 

26 

25 

7 

554 

33 

2f-5 

490 

712 

24 

5 

1,819 

21 

47 

1,078 

433 

15 

2,286 

214 

140 

77 

391 

259 

26 

21 

8 

551 

11 

68 

135 

151 

3 

7 

359 

8 

14 

292 

142 

5 

658 

79 

41 

14 

116 

52 

4 

15 

5 

182 

11 

58 

107 

135 

1         3 

6 

386 

6 

14 

294 

142 

5 

622 

84 

37 

13 

113 

52 

5 

18 

4 

186 

16 

60 

131 

164 

4 

6 

476 

6 

14 

310 

1S5 

9 

759 

82 

44 

11 

167 

69 

6 

14 

2 

178 

24 

Buffalo,  Rochester  &  Pittsburgh 

72 
151 

Delaware,  I-ackawanna  &  Western.. 
Detroit  &  Mackinac 

184 
9 

Detroit  &  Toledo  Short  Line 

2 

Erie  (including  Chicago  &  Erie) 

Lehieh  &  Hudson  River 

473 

8 

Leliigh  &  New  England 

15 

Lehigh  Vallev 

310 

Michigan  Central 

128 

Monongahela 

10 

New  York  Central 

798 

New  York,  Cliicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  "^'ork,  Susquehanna  &  Western. 
Pere  Marcniette 

87 

40 

19 

188 

Pittsburgh  &  Lake  Erie 

73 

Pittsburgh  &  Shawmut 

7 

Pittsburgh  &  West  Virginia 

13 

Ulster  ct  Lelaware 

5< 

Wabash 

188. 

Total,  Central  district  

21,352 

7,397 

7,540 

8, 708 

8.915 

2,361 

2,301 

2,663 

2.802^ 

Ohio- Indiana-district. 

Chicago,  Indianapolis  &  I  ouisville... 
Cincinnati,  Indianaplois  &  Western.. 
Cincinnati  Northern 

657 
296 
251 

2,396 
4,33 
3,50 
177 
814 
430 
444 
547 

120 
40 
23 

481 
46 

100 
13 
64 
86 
47 

126 

115 

45 
25 

485 
31 

102 
33 
64 
88 
47 

136 

170 
50 
26 

592 
55 

124 
37 

104 

100 
64 

207 

1.50 
55 
32 

576 
48 

124 
35 

110 
88 
64 

201 

65 
17 
18 

136 
26 
37 
18 
39 
50 
34 
48 

64 
17 
17 

136 
21 
40 
20 
39 
51 
34 
41 

74 
20 
17 

205 
25 
51 
17 
54 
55 
33 
52 

64 
23 
21 

Cleveland,    Cincinnati,    Cliicago    & 
St.  Louis 

194 

Detroit,  Toledo  &  Ironton 

26 

Hocking  Valley 

53 

15 

T^ake  ICric  <t  Western 

65 

Toledo  <fc  Ohio  Central 

53 

Toledo,  St.  Loms  &  Western 

33 
66 

Tdffil,  Ohio-Indiana  district . . . 

6, 825 

1.146 

1,171  1 

1.529 

1.483 

488 

480 

603 

613 

Grand  total,  Eastern  Region... 

36  336 

10,789 

11.014  j 

12,658 

13,024 

3,458 

3,379 

3,847 

4,094 

1636       EXTENSION   OF   GOVERNMENT   CONTROL   OF  RAILROADS. 

Number  of  employees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  1918,  Jan.  16, 

1919— Continned. 


Railroad. 


Miles  of 
road 
Oct., 
1918. 


Machinists. 


Oct.,  !  Dec, 
1917.  I  1917. 


Oct., 
1918. 


Jan., 
1919. 


Boilermakers. 


Oct., 
1917. 


Dec, 
1917. 


Oof., 
1918. 


ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 
west) 

Bessemer  &  Lake  Erie 

Buffalo  &  Susquehanna , 

Central  of  New  Jersey 

Cumberland  Valley 

•Grand  Rapids  &  Indiana , 

Long  Island 

New  York,  Philadelphia  &  Norfolk. . 

Pennsylvania  (eastern  lines) 

Pennsylvania  (western  lines,  includ- 
ing P.  C.  C.  &  St.L.) 

Philadelphia  &  Reading , 

"Western  Maryland 

West  Jersey  &  Seashore 

Total,  Allegheny  Region 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 

O.of  Ind.) , 

Norfolk  &  Western , 

Virginian , 

Total,  Pocahontas  Region 

SOUTHERN  REGION. 

Alabama  &  Vicksburg 

Alabama  Great  Southern 

Atlanta  &  West  Pomt 

Atlanta,  Birmingham  &  Atlantic. . . 

Atlantic  Coast  Line 

Carohna,  Clinchfield  &  Ohio 

Central  of  Georgia 

Charleston  &  Western  Carolina 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  East  Coast 

Georgia 

Georgia,  Southern  &  Florida 

Gulf  &  Ship  Island 

Gulf,  Mobile  &  Northern 

Illinois  Central  (including  Y.  &  M. 
V.) 

Louisville  &  Nashville 

Louisville,  Henderson  &  St.  Louis.. 

Mississippi  Central 

Mobile  &  Ohio 

Nashville,  Chattanooga  &  St.  Louis. 

New  Orleans  &  Northeastern 

New  Orleans  (Jreat  Northern 

Norfolk  Southern 

Richmond,  Fredericksburgh  &  Po- 
tomac (including  Washington 
Southern ) 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 

Total,  Southern  Region 

NORTHWESTERN  REGION. 

Chicago  A:  Nortli  Western 

Chicago  G  reat  Western 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.    Paul,   Minneapolis  & 

Omaha 

Duluth  &  Iron  Range 

Duluth,  Missabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 

Elgin,  Joliet  &  Eastern 


5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

708 

360 


19, 744 


2,499 

2,088 
489 


5. 076 


141 
312 
225 
640 

4, 497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 

0, 164 
4,907 
200 
164 
987 
1,248 
196 
285 
897 


123 
3,5(3 
6,983 

278 
293 


37,287 


8,090 

1,940 

10,306 

1,749 
285 
411 
Ml 
SOS 


116 
19 
366 
31 
69 
83 
27 
4,222 

1,649 

851 

225 

12 


9,650 


679 
709 
108 


1,496 


3 
60 
29 
50 

335 
53 

143 
17 

231 
48 
38 
27 
16 


788 

707 

9 

14 

193 

167 

79 

15 

21 


71 

391 

863 

9 

24 


4,429 


1,137 

147 

1,706 


51 
53 
28 
115 


2,022 
117 
20 
374 
38 
61 
76 
28 
4,734 

1,697 

851 

229 

12 


2,208 

90 

32 

392 

47 

82 

123 

10 

5,659 

2,411 

966 

292 

U 


2,569 

144 

31 

458 

60 

59 

163 

30 

6,891 


969 

293 

12 


751 
34 

7 
103 
9 
24 
23 
10 
839 

551 

243 

76 

5 


769 

35 

9 

110 
12 
23 
23 
11 

932 

560 

247 

73 

5 


33 
14 
110 
11 
20 
30 
11 
1,182 

763 
244 
102 

7 


10,259  il2.323  14,559 


2,675 


2,809 


3,415 


669 
727 
110 


4 
76 
34 
38 

336 
50 

147 
17 

211 
39 
38 
35 
17 
26 

749 

729 

9 

13 

182 

167 

81 

12 

42 


73 
405 


4,478 


1,084 

322 

1,595 

139 

48 
(lO 
28 
105 


635 

1,019 

116 


558 

1,097 

133 


1,770  1,788 


34 

53 
358 

63 
176 

21 

251 
70 
42 
40 
11 
27 


983 
10 
10 
153 
201 
80 
18 
43 


86 

432 

1,000 

7 

29 


5,160 


1,094 

326 

1,824 

265 
53 
51 
27 

133 


5 
89 
33 
44 

450 
69 

169 
23 


68 
45 
39 
11 
27 

859 

,093 

11 

9 

169 

244 

93 

16 

40 


95 

423 

1,086 

12 

35 


5,526 


1,133 

110 

1,968 

265 
57 
47 
31 

162 


195 
126 
28 


197 
125 
33 


349 


355 


1 
18 

5 
14 
111 
11 
40 

7 

58 
24 

7 
7 
3 


207 

299 

3 

2 

67 

55 

21 

5 


29 
113 

256 
4 


1 
27 

6 

12 

113 

11 

42 

7 

52 
18 

7 
11 

2 


216 

305 

4 

3 

67 

56 

21 

2 

12 


32 

113 

251 

3 


1,391 


1,411 


354 

47 
560 

91 
14 
15 
12 
40 


361 
101 
458 

195 
16 
11 
12 
35 


213 

152 
36 


1 
25 
6 
15 
131 
16 
37 


292 

391 

5 

3 

52 
58 
21 
5 
13 


24 

111 

277 

4 

10 


1,028 


342 
107 

668 

114 
21 
12 
9 
65 
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Number  of  employees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  1918,  Jan.  16, 

Jf  9^9— Continued. 


Railroad. 


NORTHWESTERN  REGION— -COntd. 

Great  Northern 

Mineral  Range , 

Minneapolis  &  St.  Louis 

Minneapolis,  St.  Paul  &  Saulte  Ste. 

Marie , 

Northern  Pacific , 

Oregon-Washington     Railroad      & 

Navigation  Co 

Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region... 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern 

Atchison,  Topeka  &  Santa  Fe 

Chicago  &  Alton 

Chicago  &  Eastern  Illinois 

Chicago,  Burlington  &  Qmncy 

Chicago,  Peoria  &  St.  Louis. 

Chicago,  Rock  Island  &  Pacific  (in- 
cludingC,  R.  I  &  G.) 

Chicago,  Terra  Haute  &  Southeast- 
em 

Colorado  &  Southern 

Denver  &  Rio  Grande 

Denver  &  Salt  Lake 

El  Paso  &  Southwestern 

Los  Angeles  &  Salt  Lake 

Northwestern  Pacific 

Oregon  Short  Line 

Southern  Pacific  ( Pacific  System). . . 

Toledo,  Peoria  ct  Western ." 

Union  Pacific  (including  St.  J.  & 
G.I.) 

Western  Pacific 

Total,  Central  Western  Region. 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  City 

Fort  Worth  &  Rio  Grande 

Gulf  Coast  Lines 

Gulf,  Colorado  &  Santa  Fe 

Houston  cK:  Te.xas  Central 

Houston  East  &  West  Texas 

International  c<i  Great  Northern 

Kansas  City,  Me.xico  &  Orient  Sys- 
tem   

Kansas  City  Southern  (including 
T.  &  F.  S.) 

Louisiana  &  Arkansas 

Midland  Valley 

Missouri  &  North  Arkansas 

Missouri,  Kansas  &  Texas 

Missouri,  Kansas  &  Texas  of  Texas.. 

Missouri  Pacific 

San  Antonio  &  A  ransas  Pass 

St.  Louis-San  Francisco 

St.  Louis-San  Francisco  &  Texas 

St.  Louis  South  western 

St.  Louis  Southwestern  of  Texas 

Southern  l^aciflc  (Sunset  Lines) 

Texas  Pacific 

Vickshurg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

Wichita  Valley 

Total,  Southwestern  Region... 
Grand  total,  all  regions 


Miles  of 
road 
Oct., 
1918. 


9,258 
101 

1,647 

4,243 
6,571 

2,069 
556 


47,191 


378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 

3,872 
1,011 


51.490 


354 
235 
920 

1,937 
887 
232 

1,160 

737 

837 

302 

366 

350 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 


31,633 


Machinists. 


Oct., 
1917. 


936 

6 
148 


302 
683 


171 
35 


5,807 


33 

1,192 

223 

238 

1,253 

26 

1,052 

50 

104 

409 

41 

55 

96 

20 

93 

878 

14 

596 
34 


6,407 


40 


101 

34 

1 

137 

30 


22 

14 

254 

190 

819 

32 

477 

37 

52 

51 

167 

S48 

27 

3 

2 


Dec,  Oct., 
1917.  1918. 


795 

7 

141 


304 
813 


141 
33 


5,615 


50 

1,348 

213 

226 

1,289 

28 

1,073 

48 
116 
417 

53 

65 
117 

20 
243 
918 

15 

612 
39 


6,890 


46 
10 
62 

108 

23 

1 

133 

29 


20 

14 

261 

170 

778 

64 

782 

41 

47 

47 

182 

254 

26 

4 

2 


2,861  3,229 


903 
147 


319 
701 


195 
36 


6,080 


36 
2,002 
299 
224 
1,341 
35 

1,111 

46 

156 

447 

42 

92 

156 

26 

96 

1,548 

19 

,  703 
36 


8,415 


177 

70 

4 

120 


129 
12 
20 

7 

274 

198 

804 

65 

566 

35 

96 

52 

476 

268 

24 

3 

4 


3,513 


228,757  41,439  42,991  49,919  54,078  13,053  13,482  15,862 


Jan., 
1919. 


1,009 

8 

156 

377 
713 

223 
41 


41 

2,223 

302 

244 

1,448 

33 

1,121 

56 
155 
452 

43 
102 
140 

26 

267 

1,675 

11 

702 
70 


9,111 


57 
10 
49 

185 
66 
2 

137 


142 

10 

21 

12 

245 

205 

868 

63 

714 

35 

73 

51 

504 

239 

25 

2 

4 


3,770 


Boiler  makers. 


Oct.,  Dec, 
1917.  1917. 


113 
223 


1,679 


103 

4 

61 


107 
214 


1,742 


16 
382 

54 
110 
337 

20 

449 

24 
32 

15S 

7 

13 

75 

7 

90 

261 
11 

195 
21 


37 

10 

1 

67 

32 

48 

3 

8 

6 

138 

69 

351 

10 

211 

13 

18 

19 

37 

117 

10 

5 

1 


1,239 


11 
476 

97 
121 
357 

21 


24 

34 

165 

9 

13 

76 

8 

120 

239 

10 

189 
19 


2,425 


Oct., 
1918. 


272 
4 

56 


125 
225 


2,099 


21 
711 
107 

90 
405 

19 

489 

14 
39 

169 
11 
23 
77 
7 
42 

544 


229 
16 


3,020 


53 
4 

12 
9 

139 
78 

354 
10 

291 
12 
19 
17 
44 

103 
10 


62 

2 

5 

7 

111 

94 

351 

20 

221 

12 

13 

33 

168 

132 

9 

3 

3 


1,361  I  1,452 


1,.563 


16,914 


1638       EXTENSION   OF   GOVERNMENT   CONTROL   OE   RAILROADS. 


Number  of  employees,  by  classes,  Oct.  16, 

1919~Q 


1917,  Dec.  16,  1917,  Oct.  16,  1918,  Jan.  16, 
ontinued. 


Miles 

of 
road 
Octo- 
ber, 
1918. 

Blacksmiths 

Masons  and  bricklayers. 

Structural  iron- 
workers. 

Railroad. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec., 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec., 
1917. 

56 

Oct., 
1918. 

Jan., 
1919. 

Total,   New   England 

8,159 
21,352 

6,825 

423 
1,268 

275 

444 
1,.315 

238 

439 
1,396 

264 

441 
1,470 

258 

138 
323 

26 

168 
280 

6 

244 
329 

39 

128 
273 

32 

70 

487 

4 

65 

63 

Total,  Central  district.. 
Total,    Ohio  -  Indiana 

428     416 
48    

278 
41 

Grand  total,  East- 
ern Region 

36,336 

1,966 

1,997 

2,099 

2,169 

487 

454 

612 

433 

561 

532 

481 

382 

Total,   Allegheny  Re- 

19, 744 
h,  076 
37,287 
47, 191 
51,490 
31, 633 

1,914 
280 
1,012 
1,207 
1,073 
667 

1,927 

277 

997 

1,283 

1,217 

721 

2,194 
287 
1,073 
1,360 
1,351 
736 

2,512 
291 
1,104 
1,653 
1,420 
785 

480 
99 

135 
74 

166 

124 

469 
54 
89 

126 
69 
61 

494 
75 
103 
111 
158 
97 

433 
75 
87 

116 
72 

131 

23 

25       27 

27 

Toial,  Pocahontas  Re- 

Total,    Southern    Re- 

61 
80 
102 
34 

141       48 
85     139 

51 

Total,     Northwestern 

117 

Total,  Central  Western 

83 
31 

36 
33 

54 

Total,     Southwestern 
Region 

15 

Grand  total,  all 
regions 

228. 757 

8,119 

8,419 

9,100 

9,934 

1,565 

1,322 

1,650 

1,347 

861 

897 

764 

646 

E.\?TERN  REGION, 

Af?<'  England  district. 

"Bangor  &  Aroostook... 

Boston  &  A  Ibany 

"^Boston  &  Maine 

•Tentral  New  England. . 

632 
394 
2.484 
301 
536 

172 
1,217 

2.008 
415 

10 
33 

157 
6 
17 

8 
22 

157 
13 

6 

33 

171 

4 

1 

8 
23 

185 
13 

10 

39 

1,52 

6 

18 

9 
24 

168 
13 

12 

44 

152 

6 

19 

9 
28 

158 
13 

3 
38 

"49' 

5 
42 

5 
59 

31 
39 

28 
28 

29 
36 

30 
33 

1 

1 

1 
18 

177 

1 

1 
17 

45 

Orand  Trunk  in  New 

lo 

84 

13 

105 

Uew  York,  New  Ha- 

Total,  New  Eng- 
land district... 

8, 1.59 

423 

444 

439 

441 

138 

168 

244 

128 

70 

56 

65 

63 

294 

585 
903 

996 
353 

62 

2, 2.^9 

97 

222 
1,436 
1,862 

108 
5,685 

523 

.'>68 

136 
2.233 

225 

94 

63 

129 

2, 519 

7 

51 

78 

109 

7 

2 

177 

6 

6 
126 

81 

1 

350 

24 

29 

6 

68 

29 

2 

7 

2 

100 

9 

32 

80 

105 

7 

2 

195 

6 

6 

134 

80 

1 

392 

27 

27 

6 
65 

33 

5 

7 

2 

94 

7 

34 
89 

107 

2 

244 

6 

6 
141 
76 

2 
385 

29 

27 

65 

35 

4 

5 

2 

116 

9 

37 
97 

114 

7 

1 

236 

6 

6 

166 

77 

1 

429 

27 

31 

8 
65 

35 

7 

6 

2 

103 

Buffalo,  Rochester  & 

21 
16 

4 
3 

24 
IS 

5 

6 
20 

8 

9 
15 

9 

Delaware  &  Hudson. . . 
"Oelawaie,  Lackawan- 
na &  Western 

15 
52 

15 
61 

8 
8 

42 

Detroit  &  Toledo  Short 
Line                

!Eric  cinrluding  Chica- 
go &  Erie) 

46 

33 

24 

18 

87 

53 

39 

79 

I-ehigh     &     Hudson 
River 

liehigh   &  New  Eng- 

"Lebigh  Valley 

22 
20 

1 
174 

1 

6 

2 

4 

31 
16 

1 
129 

2 

6 

2 
6 

38 
14 

1 
185 

2 

7 

5 
3 

37 
11 

1 
159 

2 

6 

2 

1 

n 

'Michigan  Central 

12 

18 

10 

21 

Jiew  York  Central 

?Jew  York,  Chicago  & 
f  St   l,ouis 

321 

291 

298 

122 

New  York,  Ontario  & 

New    York,    Susque- 
hanna &  Western 

33 

Tere  \farqucrte 

Pittsburgh     &     Lake 
Erie 

Pittsburgh    &    Shaw- 



'Pittsbnrgh     &     West 

1 
2 

1 
1 

12 

4 

2 
1 

W  abash 

Total,     Central 
district 

21,  .3,52 

1.268 

1,315 

1,396 

1,470 

323 

280 

329 

273 

487 

428 

416 

278 
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Number  of  employees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  1918,  Jan.  16, 

1919— Continued. 


Railroad. 

Miles 

of 
road 
Octo- 
ber, 
1918. 

Blacksmiths 

Masons  and  bricklayers. 

Structural  iron- 
workers. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

'Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

EASTERN  REGION— con. 

Ohio-Indiana  dislricl. 

Chicago,  Indianapolis 
&  I.ouisvillc 

657 

296 
2.')1 

2,396 

433 
350 
177 

844 
430 

444 

547 

23 

7 

7 

116 

12 
23 
11 
15 
22 

15 

24 

23 

23 

22 

9 

7 

85 

10 

27 
10 
19 

24 

14 
31 

1 
1 

1 

6 
24 

Cincinnati,  Indianap- 
olis &  Western 

1 
7         13 

23 

4 

Cincinnati  Northern. . . 

6 

84 

6 

88 

Cleveland,  Cincinnati, 
Chicago  &  St.  Lonis.. 

1 

1 

2 

2 

Detroit,''Toledo  &  Iroi.- 
ton 

10         10 

H  ooking  Valley 

Kanawha  &  Michigan.. 

23 
10 
15 

22 

15 
23 

23 
10 
22 
26 

14 
29 

3 

19 

1 

3 
...... 

2 

4 

1 

3 

48 

41 

Lake  Erie  &  Western.. 

4 

Toledo  &  Ohio  Central. 

Toledo,    St.    Louis   & 
VVesrern 

Wheeling  &  Lake  Erie. 

Total,  Ohio-Indi- 
ana district 

6,825 

275 

238 

264 

258 

26 

6 

■39 

32 

4 

48 

41 

Grand     total, 
Eastern  Region 

36,336 

1,966 

1,997 

2.099 

2,169 

487 

454 

612 

433 

561 

532 

481 

382 

.VLLEGHENT   REGION. 

Baltimore      &      Ohio 

(lines east  and  west). 

5, 142 
225 

297 
646 
164 

570 
39S 

122 

5,342 

4,141 

1,629 
708 
360 

316 
23 

9 
72 
11 

11 
17 

4 

873 

348 

190 

37 

3 

322 
21 

9 
61 
10 

11 

18 

4 
895 

343 

189 

41 

3 

380 
19 

9 

72 
9 

15 
15 

4 

1,026 

399 

196 

48 
2 

421 
20 

8 
74 
14 

13 

28 

5 
1,217 

473 

198 

38 

3 

75 
1 

73 

66 

54 

Bessemer  &  Lake  Erie. 

3 

3 

4 

5 

Buffalo     &     Susque- 

Central  of  New  Jersey. . 
Cumberland  Valley 

14 
4 

15 

4 

11 

4 

13 

4 

16 

18 

18 

18 

Crand  Rapids  &  Indi- 

2 

4 

238 

90 

44 

6 

4 

252 

77 
31 

2 

4 

234 

100 
64 

5 

4 

4 

5 

4 

New  York,   Philadel- 
phia &  Norfolk 

Pennsylvania  (eastern 

250 

68 

28 
4 
7 

Pennsylvania  (western 
C.,C,  &  St.  L.) 

Philadelphia  &  Read- 

8 

7 

9 

Total,  Allegheny 
Region j  . 

19, 744 

1,914 

1,927 

2,194 

2,512 

480 

469 

494 

433 

23 

25 

27 

27 

POC.\nONT-A.S  REGION. 

Chesapeake    &    Ohio 
(including  C.  &  0. 
of  Ind  )         

2,499 

2. 088 

489 

141 

122 
17 

131 
120 
26 

131 

139 

17 

117 
143 
31 

14 

85 

6 

48 

18 
57 

22 
53 

Norfolk  &  Western. .  . 

Total,  Pocahon- 
tas Region 

5,076 

280 

277 

287 

291 

99 

54 

75 

75 

SOUTHERN  REGION. 

Alabama  &  Vicksburg. 
Alabama  Great  South- 

141 

312 
225 

640 
4,497 

291 
1,918 

341 

337 

765 

1 

16 

7 

7 
72 

8 
35 

3 

45 

7 

1 

15 
8 

7 
74 

8 
34 

3 

43 

8 

1 

17 
8 

9 

85 

6 
34 

5 

48 
13 

1 

19 
9 

6 
94 

6 
35 

4 

47 
15 

1 

1 

1 

1 

Atlanta  &  West  Point 

Atlanta,  Birmingham 
&  \tlantic 

1 
17 

.1 
30 

8 
30 

Atlantic  Coast  Line... 

Carolina,  Clinchfield  & 

Ohio              

13 

14 

12 

16 

27 

Central  of  Georgia 

CharlePton  &  Western 

2 

4 

4 

5 

12 

10 

9 

6 

Cinciimati,    New    Or- 

1 


17 

Florida  East  Coast 
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Miles 

of 
road 
Octo- 
ber, 
1918. 

Blacksmiths, 

Masons  and  bricklayers. 

Structural  iron- 
workers. 

Oct., 

igri7. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
19ia. 

SOUTHERN  REGION— 

continued. 

329 

402 
307 

404 

6,164 
4,997 

200 
164 

987 

1,248 
196 

285 

897 

123 

3,563 

6,983 

278 

293 

6 

6 
5 

7 

189 
227 

4 

2 

33 

28 

20 

4 
.      5 

15 

107 

144 

4 

5 

6 

6 
4 

8 

181 
223 

3 
2 

37 

31 

19 

3 
12 

14 

85 

153 

4 

5 

8 

7 
5 

6 

201 
237 

3 

2 

33 

39 

23 

4 
13 

20 

89 

149 

3 

5 

8 

7 
4 

5 

207 
238 

3 

2 

34 

38 

19 

4 
15 

20 

97 

1,57 

3 

7 

1 
7 

Georgia,    Southern   & 

Gulf  &  Ship  Island.... 
Gulf,  Mobile  &  North- 

Illinois  Central  (includ- 
ing Y.  &  M.  V.) 

Louisville  &  Nash\ille. 
Louisville,  Henderson 

54 

22 

18 
11 

17 
29 

24 

11 

20 

20 
95 

1 

IS 

Mississippi  Central 

Mobile  &  Ohio 

Nashville,  Chattanooga 
&  St   Louis 

10 

4 

7 
9 

1 

1 

6 

7 
6 
1 

New  Orleans  &  North- 

1 

New    Orleans    Great 

Norfolk  Southern. . 

burgh    &    Potomac 
(includmg  Washing- 
ton Southern) 

Seaboard  Air  I-ine 

Southern 

Southern  in  Mississippi 

Tennessee  Central 

7 
12 

5 
15 

9 
15 

6 
12 

Total,  Southern 

37,287 

1,012 

997 

1,073 

1,104 

135 

89 

103 

87 

61 

141 

48 

51 

NORTHWESTERN 
REGION. 

Chicago  &  North  West- 

8,090 
1,946 

10,300 

1,749 
285 

411 

001 

808 

8,258 

101 

1,647 

4,243 
6,571 

2,069 
556 

214 
41^ 

381 

54 
16 

16 

9 

28 

153 

5 

27 

63 
153 

40 

7 

167 
46 

486 

74 
16 

16 

9 

29 

118 

5 

29 

67 
169 

43 
9 

183 
50 

485 

58 
16 

16 

8 

38 

184 

5 

27 

69 
167 

46 

8 

224 
36 

774 

56 
13 

16 

8 

43 

179 

5 

29 

62 
156 

42 
10 

40 

19 

3 
2 

1 

50 
6 

35 

28 
2 

2 

24 
6 

51 

4 
1 

9 

35 

43 

41 

83 

24 

Chicago  Great  Western 

Chicago,  Milwaukee  & 

St.  Paul 

68 

1 
1 

2 

29 
6 

36 

7 

33 
10 

86 

Chicago.  St.  Paul,  Min- 
neapolis &  Omaha. . . 
Duluth  it  Iron  Range. . 
Duluth,     Missabe     & 

7 

Duluth,  South  Shore 

Elgin,  Joliet  &  Eastern 
Great  Northern 

4 

1 

2 

2 

....:.!....:. 

Minneapolis     &      St, 

Minneapolis,  St.  Paul 
&  Sault  Ste.  Marie... 

Northern  Pacific 

0  r  e  g  0  n-Washington 
Railroad  &  Naviga- 

2 
3 

1 
1 

14 

4 
3 

2 

1 

13 

Spokane,  Portland  & 
Seattle 

Total,     North- 
western Region 

47,191 

1,207 

1,283 

1,360 

1,653 

74 

126 

111 

116 

80 

85 

139 

117 

CENTRAL  WESTERN 
REGION. 

378 

9,433 
1,051 

1,131 

9, 628 

247 

)    8,005 

6 

158 
42 

53 

205 

7 

138 

6 

■  181 
42 

56 

213 

5 

140 

5 

225 

45 

64 
209 

7 

163 

4 

241 
47 

60 

235 

6 

164 

Atchison,    Topeka    & 
Santa  Fe 

12 
5 

10 
8 

15 

7 

15 
4 

8 

11 

15 

5 

Chicago  &.  Alton 

Chicago  &  Eastern  Illi- 

....1 

Chieago,  Burlington  & 
Quincy 

11 

14 

19 

19  I    20 

8 

9 

Chicago,  Peoria  &  St. 

Chicago,  Rock  Island 
&  Pacific  (including 
C,   R,  I.  &  G,) 

3 

7 

6 

8 

15 

12 

10 

1 
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Miles 

of 
road 
Octo- 
ber, 
1918. 

Blacksmiths. 

Masons  and  bricklayers. 

Structural  iron- 
workers. 

Railroad. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., '  Oct., 
1919.  ,  1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

CENTRAL  WESTERN 

REGION— contd. 

Chicago,  Terre  Haute 
&  Southeastern 

374 
1,100 
2,652 

255 

1,028 

1,168 

507 

2,345 

7,051 

248 

3,872 
1,011 

6 
21 
3 

6 

12 

21 
8 
27 

247 

4 

96 
13 

6 
21 
73 

9 

13 

28 
8 
26 

271 

4 

103 
12 

7 

22 
74 
12 

16 

25 

7 
22 

321 

6 

108 
13 

1 
10           1 

Colorado  &  Southern.. 

19 

78 

Denver  &  Rio  Grande. 

1 

2 

1 

Denver  &  Salt  Lake... 

13  1        1 

El  Paso  &  Southwest- 
em 

17 
23 

. 

Los    Angeles    &    Salt 
Lake 

1 

1 

1 

1 

Northwestern  Pacific. . 

7  1        1 
23  i        4 

337         10 

5  '         1 

Oregon  Short  Line 

Southern  Pacific  (Pa- 
cific Svstem) 

4 
8 

4 
12 

2 

16 

14 

14 

3 

7 

Toledo,  Peoria  &  West- 
em  

Union  Pacific  (includ- 
ing St.  J.  &  G.  I.)... 
Western  Pacific 

113 
18 

39 

15 

18 

7 

45 

38 

8 

10 
10 

Total,      Central 
Western     Re- 
gion   

51,490 

1,073 

1,217 

1,351 

1,420 

166 

69 

158 

72 

102 

S3 

36 

54 

SOUTHWESTERN 
REGION. 

Fort  Worth  &  Denver 
Citv 

354 

235 
920 

1,937 
887 
232 

1,160 

737 

S37 
302 
366 

356 

1,737 

1,796 
7,108 

724 

4,778 

134 
969 

815 

2,545 
1,947 

171 

329 
257 

10 

1 

13 
10 

1 

25 

4 

23 
3 

4 

3 

60 

39 
195 

6 

103 

6 
21 

14 

75 
41 

9 

1 

2 

15 

20 
9 

1 
36 

4 

25 
4 
3 

4 

45 

39 
195 

9 

128 

6 
19 

12 

84 
43 

8 

9 
2 

18 

8 

12 

2 

14 

21 
9 

1 

Fort  ■  Worth    &    Rio 
Grande 

Gulf  Coast  Lines 

Gulf,  Colorado  &  Santa 
Fe 

1 
3 

9 

1 

Houston  &  Texas  Cen- 
tral  

1 

Houston  East  &  West 
Texas 

International  &  Great 

26 

9 

24 
4 
5 

4 

45 

49 
184 

9 

112 

5 
22 

15 

112 
53 

9 

30 

5 

29 
4 

Kansas  City,   Mexico 

Kansas  Citv  Southern 
(including  T.  &  F.  S.) 

1 

3 

6 

4 

43 

53 

Missouri  &  North  Ar- 

Missouri,    Kansas    & 
Texas  . 

17 

i.e; 

12 

Missouri,     Kansas    & 

3 

1 

1 
43 

Missouri  Pacific 

San  Antonio  &  Aran- 
sas Pass 

179           3 

9  ' 

150        113 

4 

1 

17  1     16 

21 

15 

St.    Louis-San    Fran- 

90 

123 

St.    Louis-San    Fran- 
cisco &  Texas... 

5 
23 

16 

124 
40 

7 

..   .. 

St.  Louis  Southwestern 
of  Texas 

Southern  Pacific  (Sim- 
set  Lines) 

3 

2 

2 

4 

Vicksburg,  Shreveport 
&  Pacific  .             .  . 

Wichita  Falls  &  North- 

Wichita  Vallev 

1 

12 



Total,       South- 
■;■  estem  Region 

31,633 

667 

721 

736 

785  1     124 

61 

97 

131 

34 

31 

33 

15 

Grand  total,  all 
regions 

228,757 

8,119 

8,419 

9,100 

9,934   1,565 

1,322 

1,650 

1,347 

861 

897 

764 

646 
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Railroads. 


Total,  New  Eneland  district 8, 159 

Total,  Central  district 21, 352 

Total,  Ohio-Indiana  district 6, 825 

Grant  total.  Eastern  Region ...  36, 336 

Total,  Allegheny  Region 19,  744 

Total ,  Pocahontas  Region 5, 076 

Total,  Southern  ReL>ion 37, 287 

Total,  Northwestern  Region 47, 191 

Total.  Central  AVestern  Region 51, 490 

Total,  Southwestern  Region 31, 633 

Grand  total,  all  regions 228, 7.57 

EASTERN  REGION. 

New  England  district. 

Bangor  &  Aroostoot I  632 

Boston  &  Albany j  394 

Boston  &  Maine 2, 484 


Miles  of 
road 

October 
1918. 


Central  New  England 

Central  Vermont , 

Grand  Trunk  in  New  England 

Maine  Central , 

New  York,  New  Haven  &  Hartford 
Rutland 


Total,  New  England  district.. 
Central  district. 

.Vnn  Arbor 

BulTalo,  Rochester  <t  Pittsburgh 

Delaware  &  Hudson 

Delaware,  I-ackawanna  &  Western. 

Detroit  &  Mackinac 

Detroit  &  Toledo  Short  Line 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

I-ehigh  &  New  England 

Lehigh  Valley 

Michigan  Central 

Monongahela 

Mew  York  Central 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western 

Pere  Marciuetto 

Pittsburgh  &  Lake  Erie 

Pittsl  lurgh  &  Shawmut 

Pittsburgh  &  West  Virginia 

Ulster  &  Delaware 

Wabash 

Total,  Central  district 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  I^ouisville.. 
Cincinnati,  Indianapolis  &  Western. 

Cincinnati  Northern 

Cleveland,  Cincinnati,  Chicago  &  St. 

Louis 

Detroit,  Toledo  &  Ironton 

Hocking  Valley 

Kanawha  &  Michigan 

Lake  Eric  &  Western 

Toledo  &  Ohio  Central 

Toledo,  St.  Louis  &  Western , 

Wheeling  &  Lake  Erie 

Total,  Ohio-Indiana  district . . 

Grand  total,  Eastern  Region... 


301 
536 
172 
1,217 
2,008 
415 


8,159 


294 
585 
903 
996 
353 
62 

2,2.59 

97 

222 

1,436 

1,862 
IDS 

5, 6S5 
523 
568 
136 

2,233 

225 

94 

a3 

129 
2,. 519 


21,3.52 


657 
296 
251 

2,396 
433 
350 
177 
.S44 
430 
444 
547 


6, 825 


Carpenters. 


Oct., 
1917. 


1,797 
5,872 
1,323 


8, 992 


8,174 
1,444 
8,144 
9,410 
10,207 
5, 915 


52,286 


24 

71 

493 

45 

68 

32 

146 

840 


Dec, 
1917. 


1,710 
5,953 
1,156 


8,819 


i0,818 


27 

96 

429 

47 

64 

33 

1.53 

810 

51 


Oct., 
1918. 


1,926 
5,809 
1,295 


Jan., 
1919. 


1,822 
5, 732 
1,000 


9,030 


8, 199 
1,509 
7,844 
9,680 
12,111 
6,177 


1,797  1,710 


1,323 


36,3,36  8,992 


27 

26 

70 

223 

247 

243 

503 

487 

33 

34 

12 

15 

1,0.56 

1,121 

8 

7 

38 

47 

675 

640 

414 

403 

14 

14 

1,737 

1,617 

274 

270 

108 

109 

30 

35 

163 

205 

127 

114 

6 

/ 

14 

15 

1 

1 

315 

320 

5,9.53 


55 

67 

74 

47 

18 

24 

505 

382 

99 

76 

170 

123 

46 

44 

77 

67 

64 

93 

73 

72 

142 

161 

1,1,56 


8,819 


14, 550 


17 

130 

502 

45 

81 

50 

146 

892 

63 


1,926 


29 

203 

242 

404 

37 

9 

1,103 

7 

46 

695 

441 

14 

1,553 

226 

122 

5 

127 

111 

9 

30 

6 

390 


5,809 


,149 
43 
18 

457 
49 

171 
49 
85 
78 
87 

109 


8,554 


8.3S5 
1,302 
8,169 
10,573 
12,. 540 
6,191 


.55,714 


25 

132 

604 

55 

73 

54 

1.54 

6.54 

n 


Painters  and  upholsterers. 


Oct., 
1917. 


829 

1,596 

279 


2,704 


2,371 
323 
1,727 
1.489 
1,753 
963 


11,330 


26 

43 

204 

2 

21 

7 

.59 

440 

27 


1,822 


26 
190 
213 
482 

33 

10 

890 

7 

40 
713 
512 

16 

1,566 

230 

111 

30 
125 
103 

U 

37 

382 


829 


10 

46 

84 

260 

7 

4 

109 

6 

12 

134 

85 

7 

478 

51 

37 

4 

61 

59 


125 


Dec., 
1917. 


Oct., 
1918. 


604         828 

1,431     1,616 

214         308 


2,249  I  2,752 


2,056 
264 
1.464 
1,376 
1,591 
904 


9,904 


15 

29 

132 


2,318 
338 
1,624 
1,733 
1,996 
1,000 


16 
10 
39 
337 
26 


10 

43 

78 

158 


118 

5 

12 

110 

70 

5 

503 

30 

40 

4 

.59 

53 

3 

7 

6 

109 


>,732  1,596  1,431 


65 
37 
18 

324 
56 
80 
51 
68 
80 
78 

143 


23 


127 
5 
28 
12 
13 
21 
14 
24 


1,295  1.000 


9,030  8,  ,5,54 


279 


214 


2,704  I  2,249 


11,761 


29 
52 

195 
24 
16 
11 
52 

431 
18 


14 

54 

78 

227 

4 

3 

156 

5 

11 

191 

81 

6 

491 

32 

38 

1 

35 

53 

10 

12 

2 

112 


1,616 


Jan., 
1919. 


530 

1,377 

224 


2,131 


2,498 
274 
1,625 
1,558 
1,940 
1,005 


11,030 


15 
42 
131 


122 
11 
23 
IS 
17 
23 
17 
22 


308 


15 
11 
38 
260 
18 


530 


14 

46 

84 

148 

6 

2 

149 

5 

11 

140 

83 

6 

423 

22 

34 

5 

32 

55 

4 


95 
1,377 


90 
3 
19 
9 
12 
17 
11 
31 


2,131 
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Railroads. 


ALLEGHENY  REGIOX. 

Baltimore  &  Ohio  (lines  east  and 

west) 

Bessemer  &  Lake  Erie 

Buffalo  &  Susquehanna 

Central  of  New  Jersey 

■  Cumherland  Valley. 

Grand  Rapids  &  Indiana 

Long  Island 

New  York,  Philadelphia  &  Norfolk. . 

Pennsjivania  (eastern  lines) 

Pennsvlvania  (wastern  lines,  includ- 
ing P.  C.C.  &  St.  L.) 

Philadelphia  &  Reading 

Western  Maryland 

^^'est  Jersey  &  Seashore 

Total,  Alle'Aeny  Region 

POCAHONTAS  REGION. 

-Chesapeake  &  Ohio  (including  C.  & 

O.  of  Ind.) •.... 

J^Torfolk  &  Western 

Virginian 

Total,  Pocahontas  Region 

SOUTHERN  REGION. 

Alabama  <b  Vicksburg 

Alabama  Great  Southern 

Atlanta  &  West  Point 

Atlanta,  Birmingham  &  Atlantic 

Atlantic  Coast  Line 

Carolina,  Clinchfield  &  Ohio 

Central  of  Georgia 

Charleston  &  Western  Carolina 

■Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  East  Coast 

Georgia 

Georgia,  Southern  &  Florida 

Gulf  &  Ship  Island 

Gulf,  Mobile  &  Northern 

Illinois  Central  (including  Y.  &  M.V.) 

Louisville  &  Nashville 

Louisville,  Henderson  &  St.  Louis... 

Mississippi  Central 

Mobile  &  Ohio 

Nashville,  Chattanooga  &  St.  Louis.. 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Fredericksburgh  &  Po- 
tomac (including  Wasliington 
Southern) 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

■  Tennessee  Central 

Total,  Southern  R  egion 

NORTHWESTERN  REGION. 

Chicago  &  North  Western 

Chicago  Great  Western 

Chicago,  Milwaukee  &  St.  Paul 

•Chicago,   St.    Paul,   Minneapolis   & 

Omaha 

Duluth  &  Iron  R  ange 

Duluth.  Missabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 

Elgin,  JoUet  &  Eastern 

Great  Northern 

Mineral  Range 


Miles  of 

road 
October, 

1918. 


Carpenters. 


Oct., 
1917. 


5,142 
22.5 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

70S 

360 


19, 744 


2,499 

2,088 
489 


5, 076 


141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 
6, 164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 


123 

3,563 

6,983 

278 

293 


37,287 


8,090 

1,946 

10, 306 

1,749 
285 
411 

001 

808 

8, 258 

101 


1,822 
154 
20 
297 
23 
69 
174 
82 
3,238 

1,605 
466 
174 
50 


8,174 


788 
590 
66 


1,444 


Dec, 
1917. 


1,660 

121 

16 

309 

24 

57 

169 

57 

2,648 

1,632 
471 
179 
42 


7,385 


440 
596 

54 


1,090 


42 
55 
34 
10 

350 
59 

311 
47 

116 

57 

57 

46 

27 

62 

2,708 

1,627 

50 

11 

78 

561 

100 

27 

63 


40 

292 

1,236 

17 

61 


8,144 


1,068 

265 

3,359 

320 
51 
88 
56 
189 
1,151 
10 


30 
57 
32 
14 

203 
63 

345 
46 

111 

49 

58 

22 

15 

70 

2,438 

1,052 

21 

7 

63 

.509 

91 

15 

79 


36 

280 

1,026 

21 

70 


6,823 


1,015 

310 

3,448 

250 
56 
102 
55 
153 
1,139 
6 


Oct., 
1918. 


2,030 

100 

15 

346 

28 

86 

185 

79 

2,804 

1,791 
447 
250 
38 


,199 


687 
717 
105 


1,509 


13 

5 

348 

10 

331 


58 

121 

74 

44 

17 

80 

2,510 

1,537 

33 

7 

79 

563 

97 

21 

107 


40 

295 

,182 

4 

96 


7,844 


932 

311 

3,993 

415 
33 
82 
36 
151 
1,100 
7 


Jan., 
1919. 


2,054 

112 

15 

358 

32 

79 

205 

61 

3,112 

1,623 

428 

265 

41 


8,385 


Painters  and  upholsterers. 


Oct., 
J917. 


312 

56 

6 

HI 
14 
11 
61 
11 


464 

200 

35 

24 


2,371 


Dec, 

1917. 


2.54 
37 
3 

89 
12 
17 
63 
8 
954 

389 
182 
37 
11 


2,056 


569 
625 
108 


111 
178 
34 


1,302 


45 
128 
31 

16 

247 

25 

471 

74 

109 

60 

68 

32 

27 

81 

2,359 

1,367 

31 

6 

70 

684 

133 

19 

85 


41 

427 

1,411 

3 

119 


8,169 


70 
12 

51 
42 

9 
17 
12 

5 
456 
420 

5 

3 
53 
84 
34 
10 
13 


9 
52 
200 
3 
6 


160 
20 


1,727 


18 
11 

4 
111 

2 
63 
11 

55 
31 


5 

316 

330 

3 

6 

37 

83 

22 

3 

14 


10 
59 
229 
3 
6 


948 

215 

4,735 

349 
36 
81 
42 

140  , 
1,102 
7  I 


233 

30 

415 

47 
17 
35 
9 
36 
229 


220 

31 

399 

49 
15 
26 
9 
21 
224 


Oct., 
1918. 


348 

34 

5 

106 

12 

19 

71 

10 

1,020 

439 

187 
48 
19 


2,318 


114 
197 
27 


15 
11 
11 
.122 
2 


46 

20 

16 

19 

7 

4 

391 

410 

6 

5 

49 

75 

23 

5 

15 


11 

64 

231 

3 

2 


281 

3S 

669 

58 
17 
24 
9 
19 
209 
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Railroads. 


NORTHWESTERN   REGION— Contd. 

Minneapolis  &  St.  Louis 

Minneapolis,  St.  Paul  &  Sault  Ste. 
Marie 

Northern  Pacific 

Oregon- Washington  Railroad  &  Nav- 
igation Co 

Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region. . . 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern 

Atchison,  Topeka  &  Santa  Fe 

Chicago  &  Alton 

Chicago  &  Eastern  Illinois 

Chicago,  Burlington  &  Quincy 

Chicago,  Peoria  &  St.  Louis 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C.,R.  I.  &  G.) 

Chicago,  Terre  Haute  &  Southeastern 

Colora,do  &  Southern 

Denver  &  Rio  Grande 

Denver  &  Salt  Lake 

El  Paso  &  Southwestern 

Los  Angeles  &  Salt  Lake 

Northwestern  Pacific 

Oregon  Short  Line 

Southern  Pacific  (Pacific  System). . . 

Toledo,  Peoria  &  Western 

Union  Pacific  (including  St.  J.&  G.  I.) 
Western  Pacific 

Total,  Central  Western  Region 

SOUTHWESTERN  REGION. 


Fort  Worth  &  Denver  City 

Fort  Worth  &  Rio  Grande 

Gulf  Coast  Lines 

Gulf,  Colorado  &  Santa  Fe 

Houston  &  Texas  Central 

Houston  East  &  West  Texas 

International  &  Great  Northern 

Kansas  City,  Mexico  &  Orient  System 
Kansas  City  Southern  (including  T. 

&  F.  S.) 

Louisiana  &  Arkansas 

Midland  Valley 

Missouri  &  North  Arkansas 

Missouri,  Kansas  &  Texas 

Missouri,  Kansas  &  Texas  of  Texas.. 

Missouri  Pacific 

San  Antonio  <fc  Aransas  Pass 

St .  I^ouis-San  Francisco 

St.  Louis-San  Francisco  &  Texas.... 

St.  Louis  Southewstem 

St.  Lotiis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  Lmes) 

Texas  Pacific 

\'icksburg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

Wichita  Valley 


Miles  of 

road 
October, 

1918. 


1,647 

4,243 
6,571 

2,069 
556 


Carpenters. 


Oct., 
1917. 


47,191 


378 
9,439 
1,051 
1,131 
9,628 

247 

8.005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 
3,872 
1,011 


51,490 


354 
235 
920 

1,937 
887 
232 

\,  160 
737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 


227 


495 
1,656 


343 
132 


9,410 


37 

2,217 

338 

135 

1,870 

73 

1,877 
46 
60 

368 
29 
76 
51 
95 

283 

1,513 

54 

931 

230 


10,207  11,531 


Dec, 
1917. 


165 

511 
1,450 

324 
146 


9,130 


58 

2,352 

331 

133 

1,899 


2,240 

36 

83 

367 

28 

108 

41 

86 

362 

1,889 

44 

1,230 

176 


106 
27 


330 
66 
26 

124 

58 

246 

21 

66 

19 

251 

201 

1,774 

50 

907 

20 

334 

125 

505 

569 

61 

22 

17 


31,633 


5,915 


6,040 


6,177 


Total,  Southwestern  Region.. 

Grand  total,  all  regions 228,757  52,286  50,818  54,550  55,714 


111 
20 

126 

337 
61 
13 

137 
73 

238 
17 
33 
25 

516 

144 

1,673 

49 

890 
19 

340 
82 

494 

540 
72 
14 
16 


Oct., 
1918. 


159 

528 


314 
135 


Jan., 
1919. 


48 

2,769 

348 

174 

1,935 

71 

2,241 

32 

100 

394 

46 

75 

79 

56 

319 

2,261 

37 

1,020 

181 


12,111 


119 
22 


370 

34 

12 

134 

175 

241 

12 

46 

59 

418 

182 

1,654 

199 

908 

32 

319 

136 

551 

472 

56 

10 

16 


181 

575 
1,658 

340 
104 


10, 573 


Painters  and  upholsterers. 


Oct., 
1917. 


36 


244 


73 

3,081 

346 

158 

1,800 

67 

2,293 

32 

49 

429 

41 

81 

78 

71 

320 

2,367 

23 

1,027 

204 


12,540 


132 
21 
68 

319 
59 
16 

149 

108 

258 

27 

52 

51 

479 

1,54 

,773 

174 

659 

26 

451 

164 

521 

453 

51 

14 

12 


309 
46 
66 

219 

7 

320 

6 

17 

58 

4 

15 

30 

23 

82 

329 

7 

199 

10 


Dec, 
1917. 


28 


210 


1,376 


4 
285 
43 
57 
185 
14 

277 

3 

16 

65 

4 

13 

27 

15 

45 

335 

5 

188 

10 


Oct., 
1918. 


97 
228 


1,733 


1,753  I  1,591 


10 
106 

29 
215 

19 

145 

5 

51 

13 
104 

49 

13 
1 


963 


11,330 


15 
1 
19 
41 
17 
9 
31 
5 

34 

4 

11 

7 

124 

28 

203 

13 

124 

3 

40 

9 

103 

51 

12 


904 


6 

336 

64 

44 

236 

4 


28 
66 
3 
20 
24 
23 
73 

408 
9 

204 
16 


1,996 


52 
12 
4 
40 
12 

32 
5 
6 
10 
92 
24 

295 
22 

144 
6 
44 
10 

103 
38 
21 


1,000 


11,761 


11,031 
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Railroads. 


Miles  of 
road  Oc- 
tober, 
1918. 


Electricians. 


Oct., 
1917. 


Dec, 
1917. 


Oct., 
1918. 


Jan., 
1919. 


Air-brake  men. 


Oct., 
1917. 


Dec, 
1917. 


Oct., 
1918. 


Jan., 

1919. 


Total,  New  England  district... i      8,159 

Total,  Central  district :    21, 352 

Total.  Ohio-Indiana  district I      6,825 


Grand  total,  Eastern  Region . .     36, 336 


583 

1,808 

184 


469 

1,863 

181 


610 

2,181 

256 


684 

2,418 

190 


121 

1,363 

132 


126 

1,263 

121 


140 

1,320 

135 


162 

1,491 

149 


2,575 


2,513     3,047 


3,292 


1,616 


1, 595 


1,802 


Total,  Allegheny  Region i    19,744 

-      •   -       ■       •      •  ■■  5^076 

37, 287 
47, 191 
51, 490 
31,633 


Total,  Pocnhontas  Region. 

Total,  Southern  Region 

Total,  Northwestern  Region  — 
Total,  Central  Western  Region. 
Total,  Southwestern  Region... 


Grand  total,  all  regions . 


EASTERN  REGION. 

^,''cw  England  district. 

Bangor  &  Aroostook 

Boston  &  Albany 

Boston  &  Maine 

Central  New  England 

Central  Vermont 

Grand  Trunk  in  New  England 

Maine  Central 

New  York,  New  Haven  &  Hartford 
Rutland 

Total,  New  England  district. 

Central  district. 


Ann  Arbor 

BuiTalo,  Rochester  &  Pittsburgh. . . 

Delaware  &  Hudson 

Delaware,  Lackawanna  &  Western. . 

Detroit  &  Mackinac 

Detroit  &  Toledo  Short  Line 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

Lehigh  &  New  England , 

Lehigh  Valley 

Michigan  Central 

Monongahela 

New  York  Central 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western , 

New  York,  Susquehanna  &  Western 

Pere  Marquette 

Pittsburgh  &  Lake  Erie 

Pittsburgh  &  Sha^mut 

Pittsburgh  &  West  Virginia 

Ulster  &  Delaware 

Wabash 


Total,  Central  district 

Ohin-lndiana  district. 

Chucago,  Indianapolis  &  Louisville.. 
Cincinnati,  Indianapolis  &  Western. 

Cincinnati  Northern 

Cleveland,  Cincinnati,  Chicago  &  St. 

Louis 

Detroit,  Toledo  &  Ironton 

Hocking  Valley 

Kanawha  &  Michigan 

Lake  Erie  &  Western 

Toledo  &  OhioOntral 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie 


Total,  Ohio-Indiana  district . . 
Grand  total,  Eastern  Region.. 


2.208 

475 

860 

1,261 

1,720 

522 


228, 757 


9,621 


632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 


4 
31 
46 

7 
52 

1 

54 

385 

3 


8,159 


583 


2,309 

457 

851 

1,354 

1,795 

556 


9,835 


4 
26 
43 
11 

7 

4 

52 
319 

3 


469 


294 
585 
903 
996 
353 
62 

2,259 
97 
222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 

225 

94 

63 

129 

2,519 


21,352 


657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

6,825 


6 

63 

43 

129 

6 

1 

238 

10 

9 

157 

61 

8 

775 

14 

50 

19 

82 

38 


79 
3 
9 
1 

19 
4 
1 

14 

184 


36,336     2,575 


5 

59 

29 

88 

3 

1 

241 

13 

10 

264 

64 

8 

767 

14 

47 

20 

64 

42 

6 

6 

7 

105 


1,863 


181 


2, 745 
539 
1,031 
1,828 
1,923 
559 


10,911 


11,917 


5 
76 
43 

8 
44 

1 
53 
376 

4 


59 

67 

28 

8 

4 

81 

428 

3 


1,528 
298 
572 
685 
798 
358 


1,527 
333 
555 
658 
838 
429 


1, 504 
367 
615 
883 
913 
395 


1,820 

434 

680 

1, 1.59 

1,038 

427 


5,855 


5.850 


6,272 


7,360 


610 


684 


126 


140 


427 

11 

17 

184 

86 

11 

936 

16 

59 

3 

68 

41 

1 

9 

5 

103 


62 

38 

118 

3 

1 

428 

11 

17 

339 

108 

15 

947 

18 

48 

20 

72 

43 

2 

7 

5 

110 


2,181 


2,418 


256 


2,513     3,047 


190 


3,292 


2 

40 

72 

132 

3 

1 

209 

2 

7 

176 

98 

2 

496 

21 

15 

10 

19 

41 

1 

2 

1 

13 


3 

19 

75 

135 

3 

1 

214 

2 

7 

171 

96 

3 

418 

24 

14 

7 

17 

31 

1 

1 

1 

20 


4 

24 

104 

146 

1 

1 

234 

2 

10 

206 

96 

3 

383 

24 

15 

10 

4 

30 

1 

2 

1 

19 


1,263  I  1,320 


4 

23 

84 

183 

1 

1 

288 

2 

9 

210 

122 

3 

446 

25 

18 

3 

7 

36 

1 

2 

1 

22 

1,491 


10 

11 

4 

4 

20 

15 

132 

121 

135 


1,616  1,510  i  1,595 


149 
1,802 
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Number  of  employees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  1918,  Jan.  16, 
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Railroads. 


Miles  of 
road  Oc- 
tober, 
1918. 


Electricians. 


Oct., 
1917. 


Dec,     Oct., 
1917.  I  1918. 


Jan., 
1919. 


Air-brake  men. 


Oct., 
1917. 


Dec, 

Oct., 

1917. 

1918. 

151 

145 

21 

20 

1 

1 

87 

95 

4 

2 

2 

2 

8 

4 

ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and  west) 

Bessemer  Si  Lake  Erie 

Buffalo  &  Susquehanna 

Central  ot  New  Jersey 

Cumberland  Valley 

Grand  Rapids  &  Indiana 

Long  Island 

New  York,  Philadelphia  &  Norfolk.. 

Pennsylvania  (eastern  lines) 

Penr.sVlvania  (western  lines,  includ- 
ing P.,  ('..  C.  &  St.  L.) 

Philadelphia  &  Reading 

Western  Maryland 

West  Jersey  &  Seashore 

Total,  Allegheny  Region 

rOCOHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 

O.oflnd.) 

Norfolk  &  Western 

Virginian 


5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 
1,629 

708 
360 


217 

5 

1 

37 

1 

9 

111 

1 

1,217 

419 
60 
39 
91 


244  !  325 

23  •  26 

1  I 

32  34 

1  2 
9  13 

114  129 

2  2 
l,20i!  I  1,343 

459  '  481 

69  81 

41  i  58 

112  85 


401 
34 


210 
17 


46 

2 

~  13 

130 

3 

1,250 

586 

100 

72 

108 


19,744  I  2,208  2,309  ;  2,579  2,745  i  1,528 


2,499 

2,088 

489 


SOUTHERN  REGION. 


Alabama  &  Vicksburg 

Alabama  Great  Southern 

Atlanta  &  West  Point 

Atlanta,  Rirmingham  &  Atlantic 

Atlantic  Coast  Line 

Carolina,  Clinchfield  &  Ohio 

Central  of  Georgia 

Charleston  &  Western  Carolina 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  East  Coast 

Georgia 

Georgia,  Southern  &  Florida 

Gulf  &  Ship  Island 

Gulf,  Mollle  &  Northern 

Illinois  ("entralfinduding  Y.  &M.V.). 

Louisville  &  Nashville 

Louisville,  Hcnder.son  &  St.  Louis.. 

Mississiiipi  Central 

Mobile  &  Ohio 

Nashville,  Chattanooga  &  St.  Louis. 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Kredericksburgh  &  Po- 
tomac (including  Washington 
Southern) 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 


Total,  Southern  Region. 


NORTHWESTERN  REGION. 


Chicago  &  North  Western 

Chicago  Great  Western 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.    Paul,   Minneapolis   & 

Omaha 

Duhith  &  Iron  Range 

Duluth,  Missale  &  Northern 

Duhith,  South  Shore  &  Atlantic 

Elgin,  .loliet  &  Ea.stern 

Great  Northern 

Mineral  Range 


141 
312 

225 

WO 
4,497 

291 
1,918 

341 

337 
765 
329 
402 
307 
404 
6,164 
4,997 
200 
164 
«87 
1,243 
193 
285 
897 


123 

3,563 

6,983 

278 

293 


37,287 


8,090 

1,946 

10, 30C 

1,740 
2S-'S 
411 

roi 

808 

8,258 

101 


145 

303 

27 


128 

310 

19 


Total,  Pocohontas  Region 5,076        475!      457 


294 

365 

1 

1 

n 

55 
6 
1 

12 


SCO 


305 

246 

1 

1 

10 

66 

6 

1 

14 


391 

43 

320  I 

I 

12 

16  I 
28 
2 
24 
119 


357 

62 

428 

19 
14 
16 
2 
19 
107 


148 

287 

28 


463 


81 
6 
1 
6 
1 
586 

486 

91 

42 

1 


604 


571 


519  516  I  623- 

84  104  I  115 

44  42  j  61 

2  2  2 


1,527     1,504     1,820 


145 

377 

17 


5.39 


353 

305 

1 

1 

7 

44 

17 

1 

16 


1,069 


381 

57 

283 

11 
11 
30 
2 
20 
194 


334 

308 

1 

1 

9 

59 

8 

1 

16 


1,031 


399 

44 

883 

22 
10 
12 
2 
21 
160 


97 

191 

10 


107 

223 

3 


298 


333 


1 

1 

5 

29 

12 

19 

1 

33 
1 
2 
3 
1 
1 
146 

79 
1 
1 

23 

43 
1 
3 
3 


8 

35 

116 

1 

3 


1 
1 
7 

33 
8 

24 
2 

29 

1 

2 

3 

1 

1 

1.50 

48 

1 

1 

19 

45 

"18 


572 


152 

13 

257 

14 

9 
15 


8 

31 

112 

1 


146 

9 

2.55 

12 
10 
16 


100 

263 

4 


367 


2 
1 
3 

35 
6 

24 
2 

27 
1 
2 
3 
1 
1 
1.53 

79 
1 
1 

21 

53 
6 


7 

39 

134 

1 

4 


615 


199 

U 

381 

10 
1 

31 
2 

19 

70 
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Number  of  employees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  1918,  Jan.  16, 

1919— Continued. 


Railroads. 


Miles  of 
road  Oc- 
tober, 
1918. 


XORTHWESTERN  REGION— COntd. 

Minneapolis  &  St.  Louis 

Minneapolis,  St.  Paul  &  Sault  Ste. 

Marie 

Northern  Pacific 

Oregon-Washington     Railroad     & 

Navigation  Co 

Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region... 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern 

Atchison,  Topcka  &  Santa  Fe 

Chicago  &  Alton 

Chicago  &  Eastern  Illinois 

Chicago,  Burlington  &  Quincy 

Chicago,  Peoria  &  St.  Louis..". 

Cliicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.  I.  &  Or.) 

Chicago, Terre  Haute  &  Southeastern. 

Colorado  &  Southern 

Denver  &  Rio  Grande 

Denver  &  Salt  Lake 

El  Paso  &  Southwestern 

Los  Angeles  &  Salt  Lake 

Northwestern  Pacific 

Oregon  Short  Line 

Southern  Pacific  C Pacific  System). .. 

Toledo,  Peoria  &  Western 

Union  Pacific  (including  St.  J.  &  G.  I.) 
Western  Pacific 

Total,  Central  Western  Region. 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  City 

Fort  Worth  &  Rio  Grande 

Gulf  Coast  Lines 

Gulf,  Colorado  &  Santa  Fe 

Houston  &  Texas  Central 

Houston  East  &  West  Texas 

International  &  Great  Northern 

Kansas  City, Mexico  &  Orient  System 
Kansas  City  Southern  (including  T. 

&  F.  S.) 

Louisiana  &  Arkansas 

Midland  Valley 

Missouri  &  North  Arkansas 

Missouri,  Kansas  &  Texas 

Missouri,  Kansas  &  Texas  of  Texas.. 

Missouri  Pacific 

San  Antonio  &  .^.ransas  Pass 

St.  Louis-San  Francisco 

St.  Louis-San  Francisco  &  Texas 

St.  Louis  Southwestern 

St.  Louis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  Lines) 

Texas  I'acific 

Vicksburg,  Shrcveport  &  Pacific 

Wichita  Falls  &  Northwestern 

Wichita  Valley 

Total,  Southwestern  Region. . . 

Grand  total,  all  regions 


1,647 

4,243 
6,571 

2, 009 
556 


47, 191 


378 
9,439 
1,051 
1,131 

9,628 
247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 
3,872 
1,011 


51, 490 


■  354 
235 
920 

1,9.37 
887 
232 

1, 160 
737 

837 

302 

366 

356 

1, 737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,  .545 

1,947 

171 

329 

257 


31,633 


228, 757 


Electricians. 


Oct., 
1917. 


26 
170 


1,261 


4 

343 
78 
17 

155 


163 
17 
11 
39 
2 
24 
9 

16 

58 

367 

1 

400 

16 


1,720 


26 

14 

1 

6 

2 

13 
2 
2 

4 
41 
146 
115 
2 
68 


522 


9,621 


Dec,  Oct., 
1917.  I  1918. 


53 
175 


28 
105 


1,354  I  1,203 


4 
393 


32 
172 


180 

10 

12 

42 

4 

36 

7 

17 

53 

363 

1 

356 

20 


1,795 


10 
2 

10 
1 

82 
89 
114 
2 
93 


556 


9,835 


5 

510 

77 

39 

163 

2 

194 
20 
14 
25 
5 
31 
13 
22 
41 

402 
1 

350 
29 


1,943 


1 

49 

100 

159 

2 

92 

7 

3 

3 

87 

7 


607 


10,911 


Jan., 
1919. 


53 
111 


4 

423 

77 

40 

191 

1 


Air-brake  men. 


Oct., 
1917. 


Dec, 
1917. 


685 


176 
29 
49 

118 
2 


263 

121 

16 

10 

10 

12 

32 

51 

2 

9 

47 

5 

8 

5 

19 

2 

42 

27 

349 

114 

389 

65 

10 

4 

1,923 


1 

50 

54 

163 

3 

70 

1 

4 

3 

99 

7 


559 


798 


3.58 


5, 855 


658 


2 

187 
34 
48 

102 
2 

117 

10 

11 

57 

18 

5 

7 

2 

33 

124 

1 

75 

3 


838 


15 

4 

18 

2 

2 

1 

18 

33 

104 

fi 

57 

1 

4 

7 

65 
20 


429 


5,850 


Oct., 
1918. 


1 

208 

34 

37 

93 

2 

126 
10 
12 
60 
20 
15 

6 

2 
38 
102 

1 
81 

5 


395 


6,272 
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Railroad. 


Total,  New  England  district 

Total,  Central  district 

Total,  Ohio-Indiana  district 

Grand  total,  Eastern  Region  .. 

Total,  Allegheny  Region 

Total,  Tor-ahontas  Region 

Total,  Southern  Region 

Total,  Northwestern  Region 

Total,  <  'entral  Western  Region 

■  Total,  Southwestern  Region 

Grand  total,  all  regions 

EASTERN  REGION.- 

Neio  England  district. 

Bangor  &  Aroostook 

Boston  &  Albany 

Boston  &  Nf aine 

Central  New  England 

Central  ^'ermont 

Grand  Trunk  in  New  England 

Maine  Centra'   

New  York,  Na  v  Haven  &  Hartford. . 
Rutland 

Total,  Now  England  district... 

Central  district. 

Ann  Arbor 

Buflfalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson 

Delaware,  T^acka wanna  &  Western.. 

Detroit  &  Mackinac 

Detroit  &  Toledo  Short  Line 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

Lehigh  A  New  p:ngland 

I  ehigh  Valley 

Michigan  Central 

Monongahela 

New  York  ( 'entral 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western 

Pere  Mariiuette 

Pittsl)urgli  \'  Lake  Erie 

Pittsliurgh  &  Shawinut 

I'ittsburgh  &  West  \'irginia , 

Ulster  &  Delaware , 

'  Wabash 

Total,  Central  district , 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louisville. . 
Cincinnati,  Indianapolis  &  Western  . 

Cincinnati  Northern , 

Cleveland,  Cincinnati,  Chicago  &  St. 

Ivouis 

Detroit,  Toledo  it  Ironton 

Hocking  ^'alley 

Kanawha  &  .Michigan 

Lake  Erie  A:  Western 

•  Toledo  &  Ohio  Central , 

•  Toledo,  St.  Louis  &  Western 

\ Wheeling  &  Lake  Erie 

Total,  Ohio- Indiana  district 

,  Grand  total,  Extern  R^on . . . 


Miles  of 
road 
Oct., 
1918. 


8,159 

21,352 

6,825 


36, 336 


19, 744 
5,076 
37, 287 
47, 191 
51,490 
31,633 


Car  Inspectors. 


Oct., 
1917. 


944 

3,845 

910 


5,699 


4,975 
475 
2,376 
2,199 
2,819 
1,493 


228,757  !20,036 


632 
394 

2,484 
301 
536 
172 
1,217 
2,008 
415 


8,159 


294 
585 
903 
996 
353 
62 

2,259 

97 

222 

1,4.36 

1,862 
108 

5,685 
523 
568 
136 

2,233 

225 

94 

a3 

129 

2,519 


21,352 


657 
296 
251 

2,396 
433 
350 

177 
844 
430 
444 
547 


6,825 


36,336 


20 

123 

198 

24 

31 

14 

94 

416 

24 


20, 775 


20 
121 
196 
23 
31 
13 
94 
398 
23 


944 


17 

129 

177 

214 

9 

9 

475 

12 

31 

298 

289 

8 

1,377 

113 

55 

15 

174 

158 

5 

7 

5 

268 


3,845 


29 
15 

344 
42 
75 
22 
56 
94 
47 

108 


Dec.,   Oct. 
1917.   1918. 


919 

3,694 

923 


5,536 


5,605 
593 
2,380 
2,225 
2,891 
1,545 


22,077  24,908  67,451 


919 


18 

148 

171 

217 

9 

7 

466 

11 

32 

302 

291 

8 

1,221 

116 

52 

16 

174 

162 

8 

8 

6 

251 


3,694 


79 
31 
17 

34U 
41 
&) 
25 
5fi 
91 
47 

111 


923 
5,536 


993 

4,083 

967 


6,043 


5,979 
555 
2,530 
2,290 
3,134 
1,546 


Jan., 
1919. 


1,102 

4,660 

928 


6,690 


6,726 
872 
2,714 
2,819 
3,470 
1,617 


Car  repairers. 


Oct., 
1917. 


2,869 
9,860 
2.089 


14,818  15,346 


Dec, 
1917. 


2,930 
10,397 
2,019 


12,648  112,563 
3,175  I  3,028 

10,197  9,S61 

12,342  ill,  835 
9,682  9,522  111, 926 
4.589  4,285  4,646 


Oct., 
1918. 


3,066 
12, 288 
2,631 


17,985 


15,962 
3,442 
11,004 
12,894 


16 

120 

174 

25 

36 

12 

120 

463 

27 


993 


18 

146 

221 

249 

7 

9 

519 

11 

26 

341 

373 

9 

1,440 

120 

43 

16 

32 

193 

1 

12 

4 

293 


4,083 


94 
29 
15 

334 
33 
95 
47 
60 
95 
43 

122 


967 
6,043 


15 

117 

255 

23 

26 

12 

144 

483 

27 


1,102 


22 

160 

216 

297 

9 

9 

560 

10 

24 

369 

393 

18 

1,757 

141 

47 

8 

91 

•218 

3 

12 

4 

292 


4,660 


62 
30 
15 

356 
30 
90 
37 
56 
86 
40 

116 


928 


6,660 


66, 440 


99 

193  206 

1,312  1,344 

89  1  89 


93 
36 
160 
790 
97 


96 

36 

160 

778 

124 


2,930 


68 

165 

643 

514 

34 

18 

925 

28 

14 

696 

546 

8 

4,1.52 

2.51 

1.32 

26 

.513 

546 

13 

18 

8 

542 


9,860 


172 
60 
42 

901 
101 
149 
140 

118 
115 
1.39 
152 


2,< 


14,818 


.50 

108 

618 

545 

41 

11 

1,021 

27 

16 

765 

607 

6 

4,382 

252 

135 

26 

527 

592 

16 

21 

8 

623 


77,859 


106 
195 
1,337 
146 
38 
53 
285 
794 
112 


3,066 


10,397 


72 
40 

916 
88 
130 
134 
118 
116 
139 
178 


2,019 


15, 346 


71 

144 

743 

772 

40 

15 

1,398 

34 

33 

1,041 

904 

22 

4,91B 

261 

163 

19 

753 

290 

16 

43 

12 

599 


12,288 


190 
75 
48 


Jan.. 
1919. 


3,014 
13,314 
2,445 


18,773 


16,259 
3,607 
11,054 
15, 777 
11,688 
4,643 


81,801 


111 

224 

1,242 

171 

62 

49 

283 

783 

89 


3,014 


55 

245 

766 

829 

37 

11 

1,371 

33 

33 

1,063 

1,094 

21 

5,337 

284 

178 

28 

751 

649 

12 

46 

13 

458 


13,314 


121 
60 
45 


1,248  I  1,216 
77  I  93 
152, 
189  ! 

156  i 

157  I 
141  1 


139 
190 
143 
156 
101 
181 


2,631  2,445 


17,985  18,773 
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Railroad. 


Miles  of 
road 
Oct., 
1918. 


Car  inspectors. 


Oct., 
1917. 


Dec, 
1917. 


Oct., 
1918. 


Jan., 
1919. 


Car  repairers. 


Oct.,    Dec, 
1917.      1917. 


Oct., 
1918. 


ALLEGHENY  REGION. 

Baltimore  &  Ohio  (Unes  east  and 
west) 

Bessemer  &  Lake  Erie 

BufYalo  &  Susquehanna 

Central  of  New  Jersey 

Cumberland  Valley 

Grand  Rapids  &  Indiana 

Long  Island 

New  York,  Philadelphia  &  Norfolk. . 

Pennsylvania  (eastern  lines) 

Penns\lvania  (western lines, includ- 
ing P.  C.C.  &St.L.) 

Philadelphia  &  Reading 

Western  Maryland 

West  Jersey  &  Seashore 

Total,  Allegheny  Region 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 

O.  oflnd.) : 

Norfolk  &  Western 

Virginian 

Total,  Pocahontas  Region 

SOUTHERN  REGION. 

Alabama  &  Vicksburg 

Alabama  Great  Southern 

Atlanta  A  West  Point 

Atlanta,  IMrmingham  &  Atlantic 

Atlantic  Coast  Line 

Carolina,  Clinchfield  &  Ohio 

Central  of  Georgia 

Charleston  &  Western  Carolina 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  East  Coast 

Georgia 

Georgia,  Southern  &  Florida 

Gulf  &  Ship  Island 

Gulf,  Mobile  &  Northern 

IllinoisCentral  (including  Y.  &  M.  V.) 

Louisville  c^-  Nashville 

Louisville,  Henderson  &  St.  Louis... 

Mississippi  Central 

Mobile  &  Ohio 

Nashville,  Chattanooga  &  St.  Louis. . 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Fredericksbru-gh  &  Poto- 
mac (including  Washington  South- 
ern)   

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi , 

Tennessee  Central 

Total,  Southern  Region 

NORTHWESTERN  REGION. 

Chicago  &  North  Western 

Chicago  Great  Western 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.   Paul,   Minneapolis  & 

Omaha 

Duluth  &  Iron  Range 

Duluth,  Missabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 

Elgin,  Joliet  &  Eastern 

Great  Northern 

117900— 19— VOL  1 


5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

708 

360 


782 
91 
12 

195 
16 
44 
71 
19 
2,195 

993 

448 
77 
32 


846 
89 
11 
200 
20 
42 
75 
20 
2,745 

1,002 

441 

80 

34 


970 
75 
13 

207 
17 
40 
78 
22 
2,958 

981 
481 
93 
44 


1,000 
81 
14 
230 
24 
42 
92 
23 

3,385 

1,091 
612 


2,027 

340 

81 

486 

30 

40 

51 

22 

5,561 

2,582 

1,230 

191 

7 


2,101 

303 

79 

525 

29 

30 

56 

33 

5,403 

2,581 

1,222 

193 


2,735 

226 

86 

677 

46 

44 

57 

22 

6,129 

4,259 

1,318 

346 

17 


19,744 


4,975 


5,605 


5,979 


6,726 


12,648 


12,563 


15,962 


2,499 

2,088 

489 


165 
266 

44 


154 

401 

38 


151 

372 

32 


164 

663 

45 


1,136 

1,921 

118 


1,122 

1,840 

66 


1,195 

2,117 

130 


5,076 


475 


593 


872 


3,175 


3,028 


3,442 


141 
312 

225 

640 
4,497 

291 
1,918 

341 

337 

765 

329 

402 

307 

404 

6,164 

4,997 

200 

164 

987 

1,248 

196 

285 

897 


123 

3, 563 

6,983 

278 

293 


34 
14 
22 
273 
10 
58 
13 

96 
52 
37 
12 

8 

10 

425 

368 

8 

3 
79 
91 
62 

8 
14 


60 
184 
409 

12 


7 

25 

14 

25 

258 

8 
74 
12 

94 
60 
39 

8 
4 

10 

422 

378 

8 

3 

77 

97 

69 

9 

27 


65 
184 
383 

12 


45 
11 
22 
289 
10 
67 
2 

120 
56 
66 
22 
16 
11 
439 
384 
7 


9 
45 
11 
21 
325 
11 


94 

53 

62 

9 

7 

11 

505 

438 

6 


87 
194 
422 
12 
10 


95 
113 
52 


74 

187 

464 

11 

10 


9 
•30 

24 

47 
747 

54 
279 

55 

210 
130 
93 
20 

68 

57 

2,037 

2,870 

23 

23 

513 

102 

194 

77 

81 


139 

577 

1,701 

17 

20 


12 
44 
19 
66 

709 
59 

163 
49 

213 

101 

92 

55 

53 

43 

1,937 

2,944 

25 

24 

454 

93 

157 

60 

93 


123 

532 

1,706 

16 

19 


13 

44 

20 
114 
872 

76 
135 

45 

262 

123 

91 

17 

54 

44 

2,471 

2,920 

17 

24 

490 

144 

239 

93 

131 


161 

604 

1,760 

19 

21 


37, 287 


2,376 


2,380 


2,530 


2,714 


10,197 


9,861 


11,004 


8,090 
1,946 
10,306 

1,749 
285 
411 
601 

808 
8,258 

104 


683 

58 

439 

131 

15 
31 
20 
128 
192 


670 
111 
451 

124 
14 
17 
19 
135 
123 


675 
102 
561 

134 
2 
22 
23 
132 
113 


695 

47 

1,004 

135 
9 

16 
23 

137 
178 


2,281 

432 

2,674 

438 
132 
123 


2,335 


2, 450 

391 

1,962 

446 
105 
113 
95 
925 
2,309 


2,842 

427 

2,572 

392 

144 

120 

97 

1,018 

1,638 
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Railroad. 


Miles  of 
road 
Oct., 
1918. 


NORTHWESTERN  REGION— COntd. 

Mineral  Range 

Minneapolis  &  St.  Louis 

Minneapolis,  St.  Paul  &  Sault  Ste. 

Marie 

Northern  Pacific 

Oregon-Washington     Railroad      <fc 

Navigation  Co 

Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region. . . 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern 

Atchison,  Topeka  &  Santa  Fe 

Chicago  &  Alton 

Chicago  &  Eastern  Illinois 

Chicago,  Burlington  &  Quincy 

Chicago ,  Peoria  &  St.  Louis 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.  I.  &  G.) 

Chicago, Terre  Haute  &  Southeastern. 

Colorado  &  Southern 

Denver  &  Rio  Grande 

Denver  &  Salt  Lake 

El  Paso  &  Southwestern 

Los  Angeles  &  Salt  Lake 

Northwestern  Pacific 

Oregon  Short  Line 

Southern  Pacific  (Pacific  System) 

Toledo,  Peoria  &  Western 

Union  Pacific{includingSt.J. &  G.I.). 
Western  Pacific 

Total  Central  Western  Region . 

SOUTinVESTERN  REGION. 

Fort  Worth  &  Denver  City 

Fort  Worth  &  Rio  Grande 

Gulf  Coast  Lines 

Gulf,  Colorado  &  Santa  Fe 

Houston  &  Texas  Central 

Houston,  East  &  West  Texas 

International  ^k  Great  Northern 

Kansas  City,  Mexico  &  Orient  System 
Kansas  City  Southern  (including  T 

&  F.  S.) 

Louisiana  &  Arkansas 

Midland  \'alley 

Missouri  &  North  Arkansas 

Missouri,  Kansas  it  Texas 

Missouri,  Kansas  A:  Te.xas  of  Texas. . 

Missouri  Pacific 

San  Antonio  &  Arkansas  Pass 

St.  Louis-San  Francisco 

St.  Louls-San  Francisco  &  Texas. . . 

St.  Louis  Southwestern 

St.  Louis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  Lines) 

Texas  Pacific 

Vicksburg,  Shrevej)ort  &  Pacific 

Wichita  Falls  &  Northwestern 

Wicliita  Valley 

Total  Southwestern  Region.. . 

Grand  total,  all  regions 


101 
1,647 

4,243 
6,571 

2,069 
•  556 


47, 191 


378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 
3,872 
1,011 


51,490 


354 
235 
920 

1,937 
887 
232 

1,160 
737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 


Car  inspectors. 


Oct., 
1917. 


160 
195 


2,199 


599 

65 

126 

394 

17 

357 
39 
88 

146 
11 
54 
32 
2.5 
82 

521 
14 

215 
25 


2,819 


Dec, 
1917. 


158 
264 


59 


2,225 


9 

577 

73 

107 

403 

7 

351 
35 
90 

159 
19 
4.5 
37 
25 
76 

637 
16 

203 
22 


2,891 


31,633 


228,757 


72 
45 
6 
70 
15 

64 

11 

14 

6  I 

115  ; 

120  ! 

367  I 

20  I 
230  < 

9  i 
26 
29  ' 
112 
107 
13 
3 
2 


67 

7 

9 

4 

116 

151 

372 

24 

217 

9 

27 

31 

118 

112 

11 

6 

2 


1,493  I  1,545 


20,036  ,20,775 


Oct., 
1918. 


165 
207 


2,290 


Jan., 
1919. 


180 
218 


11 


2,819 


9 
593 
109 
117 
501 
15 

384 
49 
83 

193 
13 
75 
43 
19 
75 

590 
7 

234 
25 


740 
106 
151 
555 
19 

402 
37 

88 

178 

21 

88 

58 

19 

106 

596 

255 
36 


3,134  3,470 


65 
36 
5 

74 
10 

77 

12 

13 

4 

147 

115 

374 

33 

220 

10 

29 

28 

132 

106 

7 

7 

2 


28 
11 
24 
60 
30 
4 

70 
11 

83 

6 

15 

4 

151 

142 

428 

30 

210 

10 

40 

26 

115 

103 

11 

4 

1 


Car  repairers. 


Oct., 
1917. 


46 
184 


Dec, 
1917. 


39 
237 


718    713 
1,631  1,816 


239 
38 


12,342 


14 

1,059 

242 

685 

2,684 

37 

1,803 
100 
138 
612 

46 
127 
115 

14 
165 
841 

42 
893 

65 


203 
31 


11,835 


9,682 


124 

50 

1 

218 


173 

32 

34 

20 

643 

370 

1,241 

73 

52.5 

19 

237 

103 

415 

183 

63 

17 


1,546     1,617  I  4,583 


22,077  24,908  67,451 


18 

1,143 

284 

599 

2,770 

25 

1,138 

92 
165 
645 

55 
138 
146 

16 

249 

1,008 

33 
938 

60 


9,522 


40 

5 

85 

126 

37 

1 

177 

3 

162 
20 
14 
33 

338 

283 

1,195 

27 

723 
16 

190 
91 

481 

178 
54 


Oct., 
1918. 


42 
260 


764 
2,268 


258 
52 


12,894 


23 

1,292 

280 

750 

3,224 

35 


147 
160 
802 

47 
249 
147 

21 

398 

1,018 

18 
1,176 

51 


11,926 


182 

28 

2 

169 


212 

35 

7 

39 

292 

336 

1,499 


698 
32 

209 
85 

535 

164 

51 

8 


4,285  I  4,646 


66,440  77,859 
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Railroad. 

Miles  of 
road 
Oct., 
1918. 

Other  Skilled  laborers.       '     ^^''^^^^reSl" 

and 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917, 

Dec, 
1917. 

Oct., 
1918. 

Jan. , 
1919. 

8,159 
21,352 
6,825 

2,493 
8, 434 
1,726 

2,4.50 

8,718 
1,709 

2,410 
8,320 
1,9.86 

2,436 

3.666 

3,643 
14,000 
2,257 

4,239 
14,528 
2,716 

4,295- 

Total,  Central  district 

8,  .587   13,261 
1,807  1  2,127 

1.5,617 

2,739 

Grand  total.  Eastern  Region... 

36,336 

12,6.53 

12,877 

12,716 

12,830   19,054 

19,900 

21,483 

22,651 

19, 744 
5,076 
37,287 
47,191 
,51,490 
31,633 

14,555 
1,808 
6,436 
6, 588 
8, 751 
3,506 

15,488 
1,764 
6,419 
6,503 
8,8.57 
3,412 

14,679 
1,707 
6,517 
9,99s 
9,239 
3,091 

14,649   17,964 
1,706     2,449 
7,576  111,681 
7,300  11,487 
9,975    17,638 
3,308  1  7,442 

18,183 
2,494 
12,375 
11,497 
19,3.^9 
8,219 

21,858 
2,963 
12,817 
13,042 
18,900 
8,555 

25, 835 

3,120 

Total,  Southern  Region 

14, 091 

15, 15a 

Total,  Central  Western  Region 

19,959 
9,142 

<  irand  total,  all  regions 

228, 757 

54, 297 

,55,320 

57, 947 

57,344   .87,715 

92,027 

99,618 

109,951 

EA.STERN  REGION. 

Kcic  England  district. 
Bangor  &  Aroostook 

632 

394 

2,484 

301 

536 

172 

1,217 

2;  008 

415 

30 

196 

597 

32 

40 

19 

43 

1,481 

55 

29 

271 

567 

10 

77 

27 

43 

1,353 

73 

36 

202 

571 

34 

40 

17 

36 

1,431 

43 

25 

230 

623 

20 

78 

38 

47 

1,336 

39 

40 
347 
944 

69 
139 

58 

117 

1,884 

68 

45 

354 

1,020 

47 

136 

76 

130 

1,760 

75 

51 

360 

1,049 

62 

213 

87 

125 

2,172 

120 

79 

Boston  &  Alhanv 

414 

Boston  &  Maine 

1, 193 

Central  New  England 

68 

Central  Vermont 

171 

Grand  Trunk  in  New  England 

Maine  Central 

93. 
158 

New  York,  New  Haven  &  Hartford.. 
Rutland 

1,99» 
12& 

Total,  New  England  district... 

8,159 

2,493 

2,450 

2,410 

2,436 

3,666 

3,643 

4,239 

4,295 

Central  district. 
Ann  Arlior 

294 
585 
903 
996 
353 
62 

2,259 

97 

222 

1,436 

1,862 
108 

5,6.85 
523 
568 
136 

2,233 

225 

94 

63 

129 

2,519 

19 

225 

490 

739 

13 

4 

1,315 

14 

25 

626 

701 

9 

3, 159 

90 

93 

■     35 

286 

1.56 

8 

23 

27 

377 

26 

190 

487 

934 

9 

6 

1,289 

17 

23 

570 

735 

10 

3,272 

91 

94 

37 

280 

163 

19 

22 

27 

417 

23 

202 

480 

762 

5 

5 

1,251 

15 

31 

610 

766 

14 

3, 008 

95 

72 

57 

238 

216 

12 

31 

12 

415 

10 

241 

502 

854 

7 

8 

1,260 

16 

30 

733 

824 

11 

2,974 

100 

87 

25 

233 

230 

22 

12 

18 

390 

45 

368 

828 

948 

34 

19 

2,922 

50 

70 

1,192 

705 

17 

3,144 

313 

2.59 

86 

792 

426 

30 

63 

14 

936 

46 

383 

821 

902 

38 

19 

2,998 

58 

63 

1,434 

755 

10 

3,403 

343 

264 

95 

756 

478 

19 

62 

17 

1,036 

54 

321 

950 

1,106 

33 

33 

2,766 

70 

69 

1,385 

823 

30 

3,625 

362 

261 

183 

687 

573 

32 

51 

18 

1,096 

55 

BufTalo.  Rochester  &  Pittsburgh 

425 
956 

Delaware,  Lackawanna  &  Western.. 
Detroit  &  Mackinac 

1,24» 
44 

Detroit  <t  Toledo  Short  Line 

IS 

Erie  (including  Chicago  &  Erie) 

Lehiah  &  Hudson  River 

2,750 
6i 

Lehieh  &  New  England 

63 

Lehigh  Vallev 

1,839» 

Michiean  Central .... 

957 

Mononrahela 

32 

3,985 

New  York.  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western. 
Pere  Marquette 

370 
30» 

82 
754 

Pittsburgh  <fc  Lake  Erie 

518 

27 

61 

Ulster  &  Delaware 

34i 

Wabash 

1,032: 

Total,  Central  district 

21,352 

8,434 

8,718 

8,320 

8,587 

13,261 

14,000 

14,  .528 

15,617 

Ohi'i-Indiana  di'strict. 

Chicago,  Indianapolis  &  Louisville.  . 
Cincinnati,  Indianapolis  &  Western.. 

657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

.59 
13 

924 

1.56 
51 
18 

772 

205 
60 
22 

806 

75 
55 
20 

783 

235 
68 
64 

661 
124 
241 
79 
157 
153 
188 
157 

286 
76 

87 

678 
98 
253 
86 
1.57 
184 
188 
164 

381 
76 

89 

767 
104 
243 
108 
176 
226 
221 
325 

346; 

78 
92- 

Cleveland,    Cincinnati,   Chicago    & 

74& 

Detroit,  Toledo  &  Ironton 

29  ,        39 

28           33 
211         266 

.54           71 
195         121 

83 

Hockin;;  Vallev 

145 
48 

105 
97 
85 

144 

160 
57 

105 

106 
84 

161 

273 

127 

226 

Toledo  &  Ohio  Central 

120 
102 
183 

124 
97 
162 

216 

Toledo,  St.  Louis  <i:  Western 

220 

332 

Total,  Ohio-Indiana  district . . . 

6,825 

1,726 

1,709 

1.9,S6 

1,807 

2,127 

2, 257 

2,716 

2, 739 

Grand  total.  Eastern  Region... 

36,336 

12,6.53 

12,  .877 

12,716    12,830 

19, 054 

19,900 

21,4.''3 

22, 651 
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Railroad. 


Miles  of 
road 
Oct., 
1918. 


Other  skilled  laborers. 


Oct..  '  Dec, 
1917.      1917. 


Oct., 
1918. 


Jan., 
1919. 


Mechanics'  helpers  and 
apprentices. 


Oct.. 
1917. 


Dec.     Oct.. 
1917.  i   191S. 


ALLEGHEXY  REGION. 

Baltimore  &  Ohio  (lines  east  and 

west) .5,142 

"Bessemer  &  Lake  Erie 225 

BulTalo  &  Susquehanna 29^ 

Central  of  Xew  Jersey j  646 

Cumberland  Valley I  164 

Grand  Rapids  &  Indiana 570 

Loni:  Island 398 

Xe-.v  York,  Philadelphia  &  Norfolk. .  122 

Peiinsvivauia  (eastern lines"! 5, 342 

Penns .Ivania  (vestern lines, includ- 
ing P.,  C.  C.  &  St.  L.) 4,141 

Pniladelnhia  &  Jleading ]  1.629 

"Western  Maryland :  70S 

"West  Jersev  &  Seashore '  360 


2,721 

102 

16 

477 

67 

69 

363 

37 

6,804 

2,67.5 

922 

211 

91 


2,898 

105 

IS 

3S.5 

69 

69 

371 

28 

7,610 


2,961 

74 

15 

450 

60 

76 

278 

38 

6,563 


2,768  i  2,778 
892  j  1.031 
1.54  227 
121         128 


2,898 

98 

15 

398 

69 

77 

376 

40 

6,399 

2,786 

1,062 

315 

116 


4,131 

205 

46 

582 

67 

105 

320 

43 

7,009 

3,883 

1,128 

423 

32 


4,424 

232 

47 

614 

61 

90 

381 

70 

6,489 


,975 
179 
68 
741 
88 
97 
485 
50 
,400 


4.201     4,604 

1.128  i  1,.574 

425  I      558 

21  39 


Total.  Alleshenv  Region I    19.744 


14,5.55    15,4S8    14,679    14,649    17,964 


18,183  |21.85S 


POCAHONT.\S  REGION. 

Chesapeake  &  Ohio  (including  C.  & 

O.o.Ind.1 

Norfolk  &  Western 

Virginian 

Total,  Pocahontas  Redon 

SOUTHERN  REGION.  I 

Alabama  &  Vicksburg i 

Alabama  Great  Southern ' 

Atlanta  i-  West  1  'oint ' 

Atlanta,  Birmingham  &  Atlantic i 

Atlantic  Coast  Line I 

Carolina,  Clinchfield  &  Ohio I 

Central  of  Georda 

Charleston  &  Western  Carolina \ 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  East  Coast 

Georgia 

Georgia,  Southern  &  Florida 

Gulf  &  Ship  Island 

Gulf,  Mobile  ct  Northern 

IllinoisCentral( including  Y.  &M.V.) 

Louisville  it  Nashville 

Louisville,  Henderson  &  St.  Louis... 

Mississippi  Central 

Mobile  i^;  <  'hio 

Nashville,  Chattanooga  &  St.  Louis. . 

New  (  rleans  <t  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Fredericksburgh  &  Po- 
tomac (including  Washington 
Southern) 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 


2,499 

2.088 
489 


730    643    739 
996  1,037    865 

82  '    84    103 


595  1,258 

1,000  I  1,017 

111    174 


1,237  1,277 

1,0S6  1,4.54 

171  :   232 


1,808  1,764  i  1,707  1,706  2,449 


2,494  2,963  I  3.120 


141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 
6,1&J 
4,997 
200 
164 
987 
1,248 
196 
285 
897 


123 

3,563 

6,983 

278 

293 


1 
57 
31 
39 

451 
81 

146 
12 

130 

67 

44 

48 

9 

17 

2,020 

1,069 

24 

14 

128 

344 

43 

8 

55 


74 

315 

1,188 

3 

18 


1 
40 
33 
32 

586 
52 

173 
12 

116 

109 

47 

52 

6 

13 

2,090 

1,097 

26 

2 

117 

335 

79 

14 

82 


73 

291 

918 

7 

16 


2 

40  I 
30  I 
64  I 

494 
21  I 

204  j 
20 

144 

78 

52 

50 

9 

17 

1,957 

1,031 

14 

4 

141 

471 

48 

11 

83 


2 

40 
29 
36 

762 
54 

181 
21 

181 

159 

56 

47 

18 

19 

2,174 

1,120 

21 

3 

118 

555 

51 

26 

96 


7 
131 
116 
161 
793 
108 
387 
46 

321 

156 

38 

89 

47 

61 

2,810 

2,440 

22 

IS 

462 

252 

155 

44 

43 


8 
134 

124 
174 
744 
103 
434 
40 

356 

153 

38 

84 

36 

62 

3,339 

2,471 

25 

23 

460 

256 

162 

32 

81 


148 
107 
330 
1,004 
151 
482 
53 

443 

170 

95 

92 

39 

65 

2,928 

2,313 

25 

19 

458 

322 

189 

40 

111 


64  74  129  '  132  154 

392  404  ,  893  :  943  982 

1,052  1,296  1,875  !  1,S82  2,016 

11  8  ;  27  28  I        20 

13  25  50  51  :        53 


Total,  Southern  Region ;    37, 287 


6,436     6,419     6,517  I  7,576   11,681 


NORTHWESTERN  REGION 

Chicago  &  North  Western 

Chicago  Great  Western 

Chicago,  Milwaukee  it  St.  Paul 

Chicago,   St.   Paul,   Minneapolis  & 

Omaha 

Duluth  &  Iron  Range 

Duluth,  Mlsabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 

Elgin,  .loliet  &  Eastern 

Great  N  orthem 


8,090 

1,946 

10,306 

1,749 
285 
411 
601 

808 
8,258 


1,564 

258 

1,882 

222 
34 

143 
34 

146 


1,501  I 

198 
1,916 

231  I 

47  I 
134  I 

48  I 
145  ; 


1,012    929 


1,549 

1,378 

256 

192 

2,794 

3,018 

215 

238  , 

31 

31 

119 

113 

44 

76 

260 

177 

3,241 

897 

2,006 

49S 

3,725 

424 
119 
134 
63 
429 
1,791 


12,375    12,817  114,091 


2,230 

488 

3,245 

440 
110 
135 
63 

4as 

1,963 


2,493 

3,501 

481 

577 

4,263 

5,729 

355 

461 

134 

138 

117 

139 

71 

79 

486 

470 

2,241 

3,388 

EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS.      1653 

Number  of  employees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16.  1918,  Jan.  16, 
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Railroad. 


NORTHWESTERN  REGION— COUtd. 

Mineral  Range 

Minneapolis  &  St.  Louis 

Minneapolis,  St.  Paul  &  Sault  Ste. 

Marie 

Northern  Pacific 

Oregon-Washington     Railroad     & 

Navigation  Co 

Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region. . . 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern 

Atchison,  Topeka  &  Santa  Fe 

Chicago  &  .\lton 

Chicago  &  Eastern  Illinois 

CMcago,  Burlington  &  Quincy 

Chicago,  Peoria  &  St.  Louis 

Chicago,  Rock  Island  &  Pacific  (in- 

cludingC,  R.I.  &  G.) 

Chicago,  Terre  Haute  &  Southeastern 

Colorado  &  Southern 

Denver  &  Rio  Grande 

Denver  &     Salt  Lake 

El  Paso  &  Southwestern 

Los  Angeles  &  Salt  Lake 

Northwestern  Pacific 

Oregon  Short  Line 

Southern  Pacific  (Pacific  System) 

Toledo,  Peoria  &  "Western 

Union  Pacific  (including  St.  J.   & 

G.I.) 

Western  Pacific 

Total,  Central  Western  Region 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  City 

Fort  Worth  &  Rio  Grande 

Gulf  Coast  Lines 

Gulf,  Colorado  &  Santa  Fe 

Houston  &  Texas  Central 

Houston  East  <fe  West  Texas 

International  &  Great  Northern 

Kansas    City,    Mexico    &    Orient 

System 

Kansas  City  Southern  (including  T. 

&  F.  S.) 

Louisiana  &  Arkansas 

Midland  Valley 

Missouri  &  North  Arkansas 

Missouri,  Kansas  &  Texas 

Missouri,  Kansas  &  Texas  of  Texas.. 

Missouri  Pacific 

San  Antonio  &  Aransas  Pass 

St.  Louis-San  Francisco 

St.  Louis-San  Francisco  &  Texas 

St.  Louis  Southwestern 

St.  Louis  Southwestern  of  Texas 

Southern  I'acific  (Sunset  Lines) 

Texas  Pacific 

Vicksburg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

Wichita  Valley 

Total,  Southwestern  Region . . . 

Grand  total,  all  regions 


Miles  of 
road 
Oct., 
1918. 


101 
1,647 

4,243 
6,571 

2,069 
556 


Other  skilled  laborers. 


Oct., 
1917. 


5 
114 


227 
697 


189 
61 


47,191  I  6,588 


Dec, 
1917. 


5 
125 


201 
734 


226 
63 


6,503 


Oct., 
191S. 


4 
133 


236 

785 


273 

58 


Jan., 
1919. 


13 
117 


121 

759 


300 
50 


9,998     7,300 


378  ■ 
9,439  I 
1,051  I 
1,131  ! 
9,628  I 

247 

8,005  I 

374 
1,100 
2,652 

255  I 
1,028  I 
1,168  1 
507  I 
2,345  1 
7,051  I 

248  I 

I 

3,872  ; 
1,011 


30 

1,109 

293 

280 

1,571 

43 


51,490  i  8,751 


22 

1,237 

219 

295 

1,603 

23 


1,387 

1,399 

40 

39 

129 

109 

206 

204 

19 

18 

79 

84 

76 

97 

32 

37 

276 

266 

2,109 

2,154 

10 

9 

1,033 

1,010 

29 

32 

21 

1,414 

268 

280 

1,571 

34 

1,516 

51 

129 

243 

36 

104 

74 

30 

250 

1,962 

7 

1,151 


8, 857     9, 239 


354 
235 
920 

1,937 
887 
232 

1,160 

737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 


60 

1 

103 


23 


18 

24 

542 

248 

647 

111 

601 

19 

90 

56 

591 

95 

10 

2 


70 

79 

18 

12 

80 

86 

75 

37 

23 

93 

100 

7 
307 
164 
585 
130 
869 

18 
.  97 

50 
557 

97 

10 
2 


105 
7 

12 

14 
347 
178 
669 

91 
724 

18 
126 

53 
306 
109 

16 


12 


31,633     3,506  I  3,412  ]  3,091 


228,757  |54,297   55,320  '57,947 


23 

1,572 

249 

340 

1,682 

24 

1,489 

33 

116 

225 

31 

115 

86 

37 

318 

2,412 

7 

1,159 
57 


9,975 


78 

10 

132 

76 

48 

5 

109 


144 
8 

11 

18 
425 
185 
605 

72 
667 

18 
112 

46 
413 


Mechanics'  helpers  and 
apprentices. 


Oct., 
1917. 


25 
213 


402 
1,112 


468 
78 


Dec, 
1917. 


33 
210 


415 
1,274 


403 

80 


11,487  111,497 


78 

4,436 

445 

461 

2,232 

65 

2,069 

92 

166 

609 

52 

288 

211 

124 

606 

3,954 

40 

1,534 
176 


17, 638 


157 
12 


502 
133 


100 

250 

23 

42 

31 

609 

356 

1,691 

107 

925 

75 

185 

125 

1,237 

579 

44 


3,308     7,442 


57,344  ,87,715 


45 

4, 686 

560 

452 

2,284 

69 

2,076 
101 
177 
762 
80 
347 
336 
135 
370 

4,725 
40 

1,922 
192 


19, 359 


184 

14 

191 

508 

85 


81 

247 

29 

57 

39 

629 

346 

1,721 

119 

1,369 

86 

167 

121 

1,336 

562 

76 

2 

3 


Oct., 
1918. 


35 

252 

431 
1,297 

269 
117 

13,042 


100 

3,672 

579 

446 

2, 280 

70 

2,159 

82 

289 

900 

75 

330 

409 

147 

777 

4,390 

29 

1,984 
182 


18,900 


118 
15 


374 
7 
5 

250 


293 
29 
63 

28 


2,357 

115 

1,093 

94 

168 
161 

1,478 

592 

59 

9 

7 


8,219  I  8,555 


92,027   99,618 


9,142 


109,951 


1654      EXTENSION   OF   GOVERNMENT   CONTROL.   OF   RAILROADS. 
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Miles 
of  road 
October, 

1918. 

Section  men. 

Other  unskilled  laborers. 

Railroad. 

Oct.. 
1917. 

Dec, 
1917. 

Oct.. 
1918. 

Jan., 
1919. 

Oct.. 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Total,  New  England  district 

8,159 

21,352 

6,825 

6,890 

29,251 

6,689 

7,142 

28,294 

6,436 

8,431 

31,852 

8, 152 

7,386 

26, 743 

5,838 

4,744 
15,464 
2,352 

4,368 

15,998 

1,723 

4  737 

4  S4S 

Total,  Central  District 

15  77316,487 

2,860  2,932 

Grand  total,  Eastern  Region. . 

36,336 

42, 830 

41,872 

48,435 

39,967 

22,  .560 

22,089 

23,370  23,767 

Total,  AUeglienv  Region 

19,744 
5,076 
37, 287 
47,191 
.51,490 
31,6.33 

35,370 
8,442 
37,587 
33,077 
43, 108 
26,750 

33,013 
5.213 
33,963 
25, 292 
43,844 
29, 758 

43, 913 
9,097 
45,285 
.37,  .577 
54.118 
32,4.54 

42,072 
7,343 
44,405 
29,372 
50, 25S 
34,057 

21,201 

4,888 
17,934 
12,735 
17,842 
10,335 

21,894 
.5,178 
16,046 
10. 824 
IS, 043 
10,106 

23,803  26.340 
4  840   5  958 

Total  Pocahontas  Resion 

Total,  Southern  Region 

20,18219,309 
11,927  14, 7S3 

Total,  Xorthwestern  Rceion  

Total,  Central  Western  ReEfion 

Total  Southwestern  Rcion . .      .     . 

20, 094  20, 854 
11,809,10.975 

Orand  total,  all  regions. . 

228,757 

227,164 

212,955 

270,879 

247,474 

107,495 

104, 180 

116,025121,986 

EASTEEN  REGION. 

TVVzr  England  dixtrict. 
Bangor  <t  Aroostook 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

264 
641 

1,793 
261 
245 
234 
648 

2.490 
314 

370 
695 

2,008 
312 
235 
198 
661 

2,423 
240 

387 

719 

2,421 

487 
429 
225 
781 
2,602 
380 

400 
592 

1,996 
350 
236 
353 
704 

2,540 
215 

93 

384 

1,537 

122 

75 

40 

175 

2.260 

58 

81 

367 

1,424 

16 

.55 

65 

178 

2,069 

113 

108 

128 

'Boston  &  Albany 

4091      433 

1,530   1,511 
58        39 

Central  New  England 

Central  Vermont 

83        63 

Grand  Trunk  in  New  England 

Maine  Central 

51        59 
189       161 

New  York,  New  Haven  <fe  Hartford. . 
Rutland 

2,1.551  1,859 
154         95 

Total,  New  England  district... 

8,159 

6,890 

7,142 

8,431 

7,386 

4,744 

4,368 

4,737:  4,348 

Central  district. 

294 
585 
903 
996 
353 
62 

2,259 
97 
222 

1,436 

1,862 
108 

5,6M 
523 
568 
136 

2,233 

225 

94 

63 

129 

2,519 

212 
521 

1,273 

1,853 
84 
74 

5,132 
90 
191 

2,676 

2, 175 
140 

8, 861 
701 
695 
183 

1,115 

781 

145 

160 

92 

2,097 

201 

525 

1,300 

1,431 

77 

46 

4,202 

90 

173 

2,892 

2,431 

94 

8,640 

1,169 

730 

215 

1,026 

718 

128 

170 

92 

1,944 

222 

658 

1..378 

1,807 

95 

72 

3,731 

96 

174 

2,961 

2,248 

74 

10, 715 

l,08t> 

911 

38 

1,291 

939 

130 

68 

130 

3, 028 

232 

856 

1,658 

1,4.52 

87 

bl 

2, 1.56 

79 

156 

2,451 

2,309 

216 

9,071 

1,003 

645 

170 

1,068 

849 

122 

58 

99 

1,945 

639 

861 

1,404 

93 

1 

2,814 

87 

37 

715 

995 

30 

5,477 

150 

2.53 

36 

529 

354 

16 

65 

20 

818 

56 

680 

866 

1,408 

77 

"2,"86i 

66 

26 

677 

1,159 

22 

5,810 

151 

239 

48 

489 

447 

20 

51 

23 

824 

74         77 

■RutTalo.  Rochester  &  Pittsburgh 

Delaware  A-  Hudson 

779       4.57 
1,074    1,120 

Delaware,  I-ackawanna  <t  Western. . 
Detroit  &  Mackinac 

1,578    1,622 

47i        54 

Detroit  d-  Toledo  Short  Line 

1  ...... 

Erie  (including  Chmago  &  Erie) 

l,ehlsrh  <^-  Hudson  River 

2,508;  2,255 
59         46 

Leiiieh  &  New  England 

46         46 

Dehigh  Vallcv 

974    1,019 

892.  1,088 

15         42 

New  York  Central 

New  York,  Chicaso  <l-  St.  T/Ouis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western. 
Perp  Nfarciuctte 

5,437,  6,277 

234       181 

218       215 

2I        49 

419I      517 

Pitlsljiirih  <^-  Lake  Erie 

515 

64 

48 

8 

781 

600 

Pittsburgh  &  Shawmut 

39 

Pittsl)urgh  A:  West  Virginia 

63 

Ulster  &  Delaware 

14 

Wabash 

706 

Total,  Central  district 

21,352 

657 
296 
251 

2,396 
433 
3.5(1 
177 
844 
430 
444 
547 

29,251 

525 
172 
122 

2,694 
211 
501 
1        265 
!        434 
522 
552 
691 

28,294 

31,852 

580 
186 
134 

3,129 
329 
4S1 
384 
698 
534 
776 
921 

26,743 

288 
114 
87 

2,400 
335 
298 
222 
511 
386 
362 
835 

15,464 

15,998 

63 
70 
33 

514 
44 
245 
116 
113 
128 
143 
254 

1.5,773 

16, 487 

Ohio-Indiana  dlHrict. 

Chicago,  Indianapolis  *  T,ouis\ille.. 
Cincinnati,  Indianapolis  &  Western. 

Cincinnati  Northern 

Cleveland,  Cincinnati,  Chicago  &  St. 
Louis 

.513 
119 

91 

2,608 
321 
387 
283 
433 
530 
449 
672 

164 
127 
46 

1,022 

56 

243 

j        121 

!        105 

;          90 

150 

228 

203 
108 
47 

1,341 
29 
286 
137 
97 
179 
147 
28(> 

264 
82 
45 

1,320 

Detroit,  Toledo  &  Ironton 

57 

Hocking  Vallev 

264 

Kana wh  a  X-  Nftchigan 

134 

Lake  Erie  it  Western 

119 

Toledo  it  Ohio  Central 

lh9 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie 

175 
303 

Total,  Ohio-Indiana  district . . . 

6,825 

6,689 

6,436 

8, 152 

5,838 

:    2,352 

1,723 

2,860 

2,932 

Grand  total,  Eastern  Region.. 

36,336 

42,830 

41,872 

48,435 

39,967|  22,560 

22,089 

23,370 

23,767 
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Railroad. 


ALLEGHENY  EEGION. 

Baltimore  &  Ohio  (lines  east  and 

west) 

Bessemer  &  Lake  Erie 

Buffalo  &  Susquehanna , 

Central  of  New  Jersey , 

Cumberland  Valley , 

Grand  Rapids  &  Indiana , 

Long  Island , 

New  York,  Philadelphia  &  Norfolk.. 

Pennsylvania  (eastern  lines) 

Pemisvlvania  (western  lines,  includ- 
ing P.,C.,C.  &  St.  L.) 

Philadelphia  ik  Reading 

Western  Maryland 

West  Jersey  &  Seashore 

Total,  Allegheny  Region 

POCAHONTAS  REGION. 

Chesapeake     &     Ohio     (including 

C.  &  O.oflnd.) 

Norfolk  &  Western 

Virginian 

Total,  Pocahotnas  Region 

SOUTHERN  REGION. 

Alabama  &  Vicksburg 

Alabama  Great  Southern , 

Atlanta  &  West  Point , 

Atlanta,  Birmingham  &  Atlantic — 

Atlantic  Coast  Line 

Carolina,  Clinchfield  &  Ohio 

Central  of  Georgia 

Charleston  &  Western  Carolina , 

Cincinnati,  New  Orleans  &  Texas 
Pacific , 

Florida  East  Coast 

Georgia 

Georgia,  Southern  &  Florida 

Gulf  &  Ship  Island 

Gulf,  Mobi .e  &  Northern , 

Illinois  Central(including  Y.  &  M.  V.), 

Louisville  &  Nashville 

Loius\'ille,  Henderson  &  St.  Louis.. 

Mississippi  Central 

Mobile  &  Ohio.. 

Nashville,  Chattauooga  &  St.  Louis 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Fredericksburgh  &  Po- 
tomac (including  Washington 
Southern) 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennassee  Central 

Total,  Southern  Region 

NORTHWESTERN  REGION. 

Chicago  &  North  Western 

Chicago  Great  Western 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.    Paul,   Minneapolis   & 

Omaha 

Duluth  i-  Iron  Range 

Duluth,  Missabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 


Miles 
of  road 
October, 

1918. 


Section  men. 


Oct.. 
1917. 


5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

70S 

360 


19,744 


2,499 

2,088 

489 


5,076 


141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 

765 

329 

402 

307 

404 

6.164 

4,997 

200 

164 

987 

1,248 

196 

285 


123 

3,563 

6,983 

278 

293 


37, 287 


8,090 

1,946 

10, 306 

1,749 
285 
411 
601 


6,721 
402 
170 
814 
297 
292 
479 
266 
16,493 

5,718 
2,041 

875 
802 


35, 370 


3,993 

3,911 

538 


8,442 


142 
379 
207 
327 

2,506 
227 

1,427 
139 

539 

539 

220 

241 

109 

197 

9,448 

7,457 

279 

172 

1,164 

1,434 

431 

138 

360 


313 

3,242 

5,621 

153 

176 


Dec. 
1917. 


5,822 
508 
148 
765 
308 
265 
560 
222 
14.524 


Oct., 
1918. 


10, 574 
573 
192 
695 
353 
387 
727 
286 

16,9bl 


6, 249  8, 800 

2,015  2,02b 

902  1,376 

725  963 


33,013 


Jan.. 
1919. 


8,996 
443 
164 
904 
354 
260 
712 
209 

17,373 

8, 395 

2,132 

1,131 

999 


Other  unskilled  laborers. 


43,9131  42.072 


1,703 

3,338 

172 


5,213 


95 
279 
222 
251 

2,512 
226 

1,695 
135 

641 
412 
244 
240 
175 
234 
8,544 
5,664 
223 
173 
972 
1,523 
442 
136 
416 


247 

2,323 

5,622 

171 

146: 


3, 815 

4,520 

762 


9,097 


3,294 

3,666 

383 


7,343 


Oct.. 
1917. 


6,075 

261 

39 

563 

69 

106 

283 

106 

8, 149 

3,516 

1,567 

396 

71 


Dec. 

1917. 


5,978 
251 

38 
693 
68 
83 
401 
87 
8,708 

3,630 

1,651 

253 

53 


21,201   21,894 


1,391 

3,404 

93 


126 
396 
314 
527 

3,405 
352 

1, 578 
212 

795 
454 
255 
563 
229 
187 
12, 741 

7,613 
227 
132 
872 

1,960 
390 
197 
575 


289 

3,925 

6, 358 

144 

469 


37,587]  33,9631  45,285 


160 
360 
260 
651 

3,214 
508 

1,978 
226 

785 

534 

351 

318 

250 

195 

10, 400 

6,996 

283 

139 

1,043 

2,380 

441 

227 

415 


19 
175 

64 

204 

1,681 

120 

703 

75 

436 
334 

140 

118 

SO 

78 

4,402 

2,720 

20 

50 

690 

736 

356 

52 

90 


350  203  198 

4, 064  2, 218  912 

7, 194'  2, 080  2, 569 

203]  63  45 

480  57  i  74 


1,207 

3,  .535 

436 


5,178 


20 
164 

67 

162 

1,597 

194 

950 

83 

473 

232 

140 

142 

90 

67 

3,660 

2,353 

44 

60 

680 

743 

162 

32 

133 


44,405  17,934'  16,046 


7, 278  4, 574 

1,513  ' — 

5, 874j  5, 750 

1, 152  793 

313  184 

209;  138 

372i  295 


8, 021  5, 552 

1, 599  837 

6, 977|  6, 540 

1, 536!  795 

334j  160 

184!  114 

366i  236 


1,861 

444 

2,9041 


1,702 

432 

2,500 


835  539 

144  105 

430  237 

98!  79 


Oct.. 
1918. 


5, 727 

188 

66 

588 

51 

109 

320 

1.55 

10, 435 

4,155 

1,338 

591 

80 


23, 803 


1,530 

3,107 

203 


24 
155 
103 
285 
1,911 
199 
804 

53 

501 

231 

241 

194 

40 

76 

4,962 

2,94^ 

20 

98 

604 

715 

387 

20 

158 


190 

1,993 

3,151 

57 

63 


20,182 


1,921 

399 

2,592 

787 
96 

254 
76 


Jan.. 
1919. 


6,091 

237 

58 

726 

60 

121 

434 

152 

11,883 

4,436 

1,542 

545 

55 


26,340 


1,496 

4,127 

335 


5, 958 


26 
91 
73 

208 
2,098 

175 

1,084 

76 

553 

230 

177 

156 

86 

83 

3,760 

3,068 

38 

54 

671 

765 

522 

38 

148 


237 

1,517 

3,182 

57 

136 


19, 309 


2,304 

299 

5,030 

517 
76 

143 
21 
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Railroad. 


Miles 
of  road 
October. 

1918. 


Section  men. 


Oct., 
1917. 


Dec, 
1917. 


Oct., 
1918. 


Jan., 
1919. 


Other  unskilled  laborers. 


Oct., 
1917. 


Dec, 
1917. 


Oct.. 
1918. 


Jan., 
1919. 


NORTHWESTERN  REGION— COntd. 

Elgin,  Joliet  &  Eastern 

Great  Northern 

Mineral  Range 

Minneapolis  &  St.  Louis 

Minneapolis,  St.  Paul  &  Sault  Ste. 
Marie 

Northern  Pacific 

Oregon-Wasliington  Railroad  &  Nav- 
igation Co 

Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region. . . 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern 

Atchison,  Topeka  &  Santa  Fe 

Chicago  <^'  Alton 

Chicago  &  Eastern  Illinois 

Chicago,  Burlington  &  Quincy 

Chicago,  Peoria  &  St.  Louis 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C.,R.  I.  &  G.) 

Chicago,TerreHaute  &  Southeastern. 

Colorado  &  Southern 

Denver  &  Rio  Grande 

Denver  &  Salt  Lake 

El  Paso  &  Southwestern 

Los  Angeles  &  Salt  Lake 

Northwastern  Pacific 

Oregon  Short  Line 

Southern  Pacific  (Pacific  system) 

Toledo,  Peoria  &  Western 

Union  Pacific  (including  St.  J-&  G.I.). . 
Western  Pacific 

Total,  Central  Western  Region. 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  City 

Fort  Worth  &  Rio  Grande 

Gulf  Coast  Lines 

Gulf,  Colorado  &  Santa  Fe 

Houston  &  Texas  Central 

Hoston  East  <k  West  Texas 

International  &  Great  Northern 

Kansas  City,  Mexico  &  Orient  system. 
Kansas  City  Soutliern  (including  T. 

&  F.  S.): 

Louisiana  &  Arkansas 

Midland  Valley 

Missouri  &  North  Arkansas 

Missouri,  Kansas  &  Texas 

Missouri,  Kansas  &  Texas  of  Texas.. 

Missouri  Pacific 

San  Antonio  &  Aransas  Pass 

St.  Louis-San  Francisco 

St.  Louis-San  Francisco  &  Texas 

St.  Louis  Southwestern 

St.  Louis  Southwestern  of  Texas 

Southern  Pacific  (Siuiset  Lines) 

Texas  Pacific 

Vicksburg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

Wicliita  Valley 

Total,  Southwestern  Region... 

Grand  total,  all  regions 


795 

8, 258;  5, 254 

1011  97 

1, 647i  928 

4,243  1,428 

6,57lj  6,424 

2, 069!  1, 180 

556;  260 


597 

3,511 

127 

491 

1,376 
4,315 

1,906 
247 


613 
6,568 

86 
987 

1,528 
6,829 

1,524 

425 


588 

4,628 

61 

452 

1,552 
5,243 

2,100 
514 


354 

2,960 

21 

294 

707 
1,083 

412 

188 


400 

2,034 

27 

237 

619 
1,373 

416 
124 


270 

2,843 

17 

267 

764 
1,162 

301 
178 


326 

2,915 

17 

265 

658 
1,529 

438 
245 


47,191    33,0771  25,292 


37, 577 


29, 372 


12, 735 


10,824  11,927  14,783 


378 
9,439 
1,051 
1,131 
9, 62S 

24 

8,005 

374 
1,100 
2,652 

255 
1, 028 
1, 168 

507 
2,345 
7,051 

248 
3,872 
1,011 


232' 

9,  773 
1,862 

1,  iss! 

6, 802i 
ISO, 

6,337 
332 
579 

1,332 
137 
862 
541 
199 

1,258 

5,898 
130 

5,044 
422 


446  297 

10,278]  11,739 

1,390  1,951 

1,029{  1,940 

5,378;  9,178 

152:  217 


5,931 
220 
735 

1,429 
174 
958 
833 
218 

1,471 

7,881 
95 

4, 591 
635 


8,610 

362 

1,032 

1,905 

318 

880 

687 

224 

1,338 

7,621 

123 

5,119 

677 


524 

10, 860 

1,024 

1,096 

5,734 

139 

7,026 
236 
535 

1,253 
210 

1,103 

1, 004 
413 

2,125 

10, 793 

87 

5, 1.30 
906 


S3 

3, 
722 
690 

2,285 
22 

3,013 

96 

255 

657 

36 

308 

201 

10? 

427 

2,348 

46 

2,236 

617 


72 

3,756 

440 

608 

2,748 

25 

2,782 

114 

232 

641 

87 

289 

249 

99 

497 

2,700 

36 

2,449 

219 


641 

802 

3,086 

28 

3,596 
150 
354 
766 
108 
331 
274 
124 
488 

2,976 
32 

2,262 
319 


43 

3,907 
634 
749 

2,952 
23 

3,171 
141 
214 

1,163 
77 
321 
317 
109 
485 

3,532 
16 

2,801 
199 


51,490   43,108;  43,844!  54,118   50,258|  17,842:  18,043   20,094  20,854 


354 
235 
920' 

1, 937! 
887i 
232 

1,160 
737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

131 

969 

815 

2, 545 

1, 947 

17ll 

329i 

257! 


275 
78 


2, 297! 
726, 
1861 

1, 100 
180! 

551 

172 

204 

194 

1.832 

1,216 

6,577 

410 

.5,285 

32 

459 

444 

2,223 

1,786 

121 

284 

109 


294 

84 
1,549 
2,566 

861 : 

150 
1,116; 

215 

534 

178' 

360! 

161' 

2,969 

1,697 

6,253 

494, 

3,825! 

45' 

584 

681 

2,852! 

1,804 

156 

195 

135 


375 
103 


1,921 

1,037 

24 

1,119 


840 

222! 

512! 

329 

2, 7301 

2,163 

7, 180 

3731 

5,440! 

43 

765 

719| 

3,595 

1, 903 

261 

168i 

I23I 


376 

142 

ia3 

27 

1,251 

2,002 

459 

1,025 

175 

LW 

4 

1,063 

317 

316 

88 

1,026 

265 

261 

23 

3.54 

57 

477 

82 

2, 591 

1,670 

1,701 

738 

7,0.53 

2,707 

351 

148 

5, 522 

1,326 

50 

68 

1,112 
800; 
3. 805 
1,877 
365 
292 
126 


31,633   26,750l  29,758   32,454[  34,057    10,335    10,106    11,809 


314 
181 
646 


176 

47 

249 

368 

125 

17 

310 

96 

2.54 

24 

93 

65 

1,520 

819 

2,3,54 

186 

1,387 

55 

315 

157 

573 

778 

61 

64 

13 


402 
25 


346 
186 
23 
349 
126 

367 

69 

85 

43 

1,577 

851 

3,319 

212 

1,189 

6' 

393 

202 

9&t 

812 

SO 

77 

16 


228, 757,227, 164  212,  955  270, 879  247, 474  107, 495  104, 180  116, 025 


376 
27 
184 
329 
132 
25 
316 
121 

401 

51 

120 

80 

1,002 

836 

3,176 

145 

1,112 

74 

638 

195 

848 

764 

57 

51 

15 


10, 975 


121,986 
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Railroad. 

Miles  of 
road, 
Oct., 
1918. 

Foremen  of  construction 
gangs  and  work  trains. 

Other  men  in  construction 
gangs  and  work  trains. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan.,. 
1919. 

Total,  New  England  district 

8,159 

21,362 

6,825 

221 
436 
54 

198 
549 
50 

267 
473 
42 

178 

380 

50 

3,079 

6,569 

979 

2,780 
5,614 

3,455 
6. 586 

2,415. 

Total,  Central  district 

5,411 

Total,  Ohio-Indiana  district 

686  1     '702 

1,090- 

Grand  total.  Eastern  Region... 

36,336 

711 

797 

782 

608 

10, 627 

9,080  i 10, 743 

8,916 

19,744 
5,076 
37, 287 
47, 191 
51,490 
31,633 

471 
130 
498 
472 
117 
261 

496 
85 

407 

208 
93 

159 

419 
73 

713 

476 
88 

324 

434 
68 

643 

206 
62 

142 

6,922 
1,884 
6,371 
4,868 
1,489 
2,867 

7,224  1  6,990 
1,126  i  1,052 
4,227     5,132 
3,022  :  6,292 
1,333     1,320 
2,613  ;  2,179 

7,957 

1,222 

Total,  Southern  Region -.. 

4  710" 

Total,  Northwestern  Region 

3,443- 

963 

2,909 

Total,  Central  Western  Region 

Total,  Southwestern  Region. 

Grand  total,  all  regions 

228,757 

2,660 

2,245 

2,875 

2,163 

35,028 

28,625  ^33,708 

30,120 

EASTERN  REGION. 

New  England  district . 
Bangor  &  Aroostcok 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

3 

18 
58 

39 
211 
694 

Boston  &  Albany 

23 
55 

14 
53 

12 
63 

266 
691 

223 
562 

226 

Boston  ct  Maine .        

587 

Central  New  England 

Central  Verniont 

3 

1 

2 

3 

10 

22 

Grand  Trunk  in  New  England 

Maine  Central 

17 

122 

1 

17 

112 

1 

18 

166 

2 

15 
87 

1 

273 

1,827 

19 

234 

1,736 

15 

275 

2,198 

16 

185 

New  York,  New  Haven  &  Hartford . 

1,408- 
9 

Total,  New  England  district... 

8,159 

221 

198 

267 

178 

3,079 

2,780 

3,455 

2,415. 

Central  district. 
Ann  Arbor 

294 
585 
903 
996 
3.53 
62 

2,259 

97 

222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 

225 

94 

63 

129 

2,519 

Buffalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson 

13 

8 
34 

4 

29 

14 

34 

1 

25 

15 

32 

2 

13 

12 

32 

1 

88 

94 

400 

16 

54 
195 
364 

30 

159 

297 

329 

37 

6a 

310- 

Delaware,  Lackawanna  &  Western. . 
Detroit  &  Mackinac 

347 
16 

Detroit  &  Toledo  Short  Line 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

60 

59 

64 

37 

1,078 

1,035 

1,044 

303 

I.iehigh  &  New  England 

4 
8 
60 
6 
142 
8 

5 
39 
47 

5 
219 

8 

5 
10 
40 

5 
142 

8 

4 
39 
59 

5 
100 

8 

69 

1,440 

471 

28 
1,338 

59 

90 

654 

478 

4 

1,405 

83 

78 

1,217 

531 

4 

1,579 

27 

55 

810 

Michigan  Central . . 

610 

Monongahela 

59 

New  York  Central 

1  711 

New  York,  Chicago  &  St.  Lnuis 

New  York,  Ontario  &  Western 

53 

New  York,  Susquehanna  &  Western. 

3 

18 

65 

1 

2 

8 
76 

1 

53 
11 

56 

8' 

57 

101 

229 

1,145 

6 

68 

127 

1,009 

6 

Pere  Marquette 

119 
1,089 

72 

Pittsburgh  &  Lake  Erie .... 

949 

Pittsburgh  &  Shawmut 

Pittsburgh  &  West  Virginia 

4 

4 

69 

56 

Ulster  &  Delaware 

Wabash 

2 

2 

1 

1 

7 

12 

7 

Total,  Central  district 

21,352  ■ 

436 

549 

473 

380 

6,569 

5,614 

6,586 

5,411 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louis^ille.. . 
Cincinnati,  Indianapolis  &  Western.. 
Cincinnati  Northern 

657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

I 

4 
3 

2 

1 

1 
2 

52 
40 

59 
29 

47 
13 

18 
22 

Cleveland,  Cincinnati,  Chicago  &  St. 
Louis 

16 
4 
11 

15 

17 

26 

127 

75 

174 

181 

330 

80& 

Detriot,  Toledo  &  Ironton 

Hocking  Vallev 

13 

18 

1 
1 

19 

142 

214 
21 
62 

''10 

Kanawha  &  Michigan 

Lake  Erie  &  Western 

6 

5 

2 

390 

176 

40 

Toledo  &  Ohio  Central 

Toledo,  St.  Louis  &  Western 

;;;:::::;:;:::i 

11 

10  1 

2    

121 

99 

15  1 

Total,  Ohio-Indiana  district. . . 

6,825 

54 

50  1 

42 

50 

979 

686 

702     1,090 

Grand  total,  Eastern  Region.. . 

36,336 

711 ; 

797  1 

782 

608 

10,627  1 

9,080 

10,743     8,916 
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Railroad. 


ALLEGHENY  BEGION. 

Baltimore  &  Ohio  (lines  east  and 
west) 

Bessemer  &  Lake  Erie 

Buffalo  &  Susquehanna 

Central  of  New  Jersey 

Cumberland  Valley. ." 

Grand  Rapids  &  Indiana 

Long  Island 

New  York,  Philadelphia  &  Norfolk. 

Pennsylvania  (eastern  lines) 

Pennsylvania  (western  lines,  includ- 
ing P.  C.  C.  &  St.  L.) 

Philadelphia  &  Reading 

Western  Maryland 

West  Jersey  &  Seashore 

Total,  Allegheny  Region 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 

O.oflnd.) 

Norfolk  &  Western 

Virginian 

Total,  Pocahr^ntas  Region 

SOUTHERN  REGION. 

Alabama  &  Vicksburc 

Alabama  Great  Southern 

Atlanta  ct  West  Point 

Atlanta,  Birmingliam  &  Atlantic 

Atlantic  Coast  Line 

Carolina,  Clinchficld  &  Oliio 

Central  of  Georgia 

Charleston  &  Western  Carolina 

Cincinnati,  New  Orleans  &  Texas 
Pacilic 

Florida  Es-st  Coast 

<3eorgia 

Georgia,  Southern  iV  Florida 

Gulf  ^-  ^hip  Island , 

Gulf,  Mol;ile  A-  Northern 

Illinois  Central  (including  Y.  &  M. 
V.) 

Louisville  &  Na.sh\ille , 

Louisville,  Henderson  &  St.  Louis... 

Mississii)pi  Central , 

Mobile  A  Ohio 

Nashville, Chattanoosra  &  St.  Louis., 

New  Orleans  t^-  Northeastern 

New  Orleans  Great  Northern , 

Norfolk  Southern , 

Richmond,  Fredericksburgh  &  Po- 
tomac (including  Washington 
Southern) , 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 

Total,  Southern  Region 

NORTHWESTERN   REGION. 

■Chicago  &  North  Western 

Chicago  Great  Western 

■Chicago,  Milwaukee  &  St.  Paul 

Chicago,    St.    Paul,    Minneapolis   & 

Omaha 

lluluth  A'  Iron  Range 

Puluth,  Missabe  &  Northern 

Puluth,  South  Shore  &  Atlantic 


Foremen  of  construction 

Other  men  in  construction 

Miles  of 

gangs  and  work  trains. 

gangs  and  work  trains. 

road, 
Oct., 

1918. 

Oct., 

Dec, 

Oct., 

Jan., 

Oct., 

Dec, 

Oct., 

Jan., 

1917. 

1917. 

191& 

1919. 

1917. 

1917. 

1918. 

1919. 

5,142 

59 

72 

27 

20 

435 

527 

260 

338 

225 

26 

20 

12 

13 

660 

581 

297 

467 

297 
646 

53 

57 

50 

52 

1,041 

1,493 

907  i  1.177 

164 

1 

1 

2 

3 

25 

33 

34 

62 

570 

2 

1 

2 

1 

29 

13 

64 

13 

398 

36 

41 

41 

38 

419 

395 

498 

466 

122 

9 

10 

9 

4 

81 

48 

136 

26 

5,342 

64 

90 

58 

130 

2,177 

2,148 

1,568 

2,656 

4,141 

119 

106 

126 

91 

1,021 

836 

2,088 

1,423 

1,629 

92 

88 

83 

75 

935 

1,048 

1,051 

1,260 

708 

10 

10 

9 

7 

99 

102 

87 

69 

360 

19,744 

471 

496 

419 

434 

6,922 

7,224 

6,990 

7,957 

2,499 

18 

0 

5 

2 

148 

62 

38 

2 

2,088 

96 

76 

60 

55 

1,598 

1,020 

923  ;      819 

489 

16 

7 

8 

11 

138 

44 

91 

401 

5,076 

130 

85 

73 

68 

1,884 

1,126 

1,052 

1,222 

141 
312 

7 
209 

13 
216 

I 
4  1          8 

18 

15 

11 

10 

75 

141 

225 

3 

4 

1 

2 

32 

42 

101 

52 

640 
4,497 

15 

13 

9 

10 

270 

320 

145 

238 

291 

11 

17 

153 

33 

147 

91 

1,918 

.1 

11 

11 

17 

84 

205 

77 

311 

341 

3 

2 

1 

1 

29 

20 

5 

17 

337 

15 

24 

55 

24 

61 

172 

263 

231 

765 

18 

16 

15 

14 

160 

129 

139 

182 

329 

2 

2 

3 

2 

43 

36 

42 

43 

402 

1 

3 

4 

3 

6 

37 

69 

40 

307 
404 

1 
4 

2 

2 

2 

25 

46 

52 

58 

6,164 

72 

67 

58 

73 

986 

646 

891 

650 

4,997 

23 

20 

31 

33 

112 

165 

299 

406 

200 

3 

a 

2 

55 

6 

34 

6 

164 

1 

1 

1 

24 

26 

21 

987 

0 

4 

6 

4 

66 

27 

63 

49 

1,248 

27 

28 

28 

24 

267 

252 

235 

327 

196 
285 

4 
3 

40 
22 

7 

8 

io 

23 

897 
123 

3 
2 

3 
2 

14 

30 

35 

2 

2 

20 

41 

42 

3,563 

64 

48 

288 

269 

1.198 

623 

1,054 

454 

6,983 

196 

138 

157 

137 

2,502 

1,195 

1,347     1,308 

278 
293 

1 

1 1 

37,287 

498 

407 

713 

643 

6,371 

4,227 

5,132     4,710 

8.090 

81 

34 

119 

62 

1,466 

842 

2,816 

1,189 

1,946 
10,306 

292 

104 

233 

66 

1,944 

1,279 

2,096 

1,305 

1,749 
285 

1 
3 

5 

2 

5 

107 

82           89 

39 

411 

30 

28 

31 

26 

526 

411         418 

320 

601 

7 

3 

6 

1 

64 

17 

37  1 

9 
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Railroad. 

Miles  of 
road, 
Oct., 
1918. 

Foremen  of  construction 
gangs  and  work  trains. 

Other  men  in  construction 
gangs  and  work  trains. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
,1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

KORTHWESTERN  REGION— COntd. 

808 

8,258 

101 

1,647; 

4,243 
6,571 

2,069 
556 

Great  Northern 

32 
2 

7 

10 
4 

2 

22 
1 
2 

■■■■-■ 

1 

60 

24 

379 

12 

121 

184 
51 

14 

m 

5 
20 

3 
114 

6 

544 

29i 

Mineral  Range 

Minneapolis  &  St.  Louis    

6 
14 

2 

5 

'"'is' 

85 
194 

13 

68 

Minneapolis,  St.  Paul  &  Sault  Ste. 
Marie 

4 

Northern  Pacific 

218 

Oregon  -  Wasliington    Railroad    & 
Navigation  Co  .  .          

Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region... 

47, 191 

472 

208 

476 

206 

4,868 

3,022 

6,292 

3,443 

CENTR,\L  WESTERN  REGION. 

378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 

3,872 
1,011 

2 

30 

Atcliison,  Topeka  &  Santa  Fe 

8 

9 

182 

10 

207 

Cliicago  &  Eastern  Illinois 

16 
31 

8 
22 

4 
24 

"u 

62 
467 

49 
324 

46 
335 

Chicago,  Burlington  &  Quincy 

134 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.  I.  &  G.) 

5 

4 

7 

12 

118 

98 

175 

219 

Chicago,  Terre  Haute  &  Southeastern 
Colorado  &  Southern 

4 
32 

2 
19 

4 
34 

1 
12 

79 
530 

59 
300 

60 
501 

26 

186 

3 

1 

40 
13 

Los  Angeles  &  Salt  Lake 

10 

14 

1 

-    i38 

187 

9 

7 
10 

3 
9 

1 

4 

1 
4 

19 

46 

5 
84 

Southern  Pacific  (Pacific  System). . . 



55 

32 

Union  Pacific  (including  St.  J.  &  G. 
I.) 



4 

6 

8 

45 

85 

117 

Western  Pacific 

33 

Total,  Central  Western  Region 

51,490 

117 

93 

88 

62 

1,489 

1.333 

1,320 

963 

SOUTHWESTERN  REGION. 

Forth  Worth  &  Denver  City    . 

354 
235 
920 

1,937 
887 
232 

1,160 

737 

837 
302 
366 

Forth  Worth  &  Rio  Grande 

■Gulf  Coast  Lines. . . 

Gulf,  Colorado  &  Santa  Fe 

7 

Houston  Fast  &  West  Texas 

1 
14 

4 

International  &  Great  Northern 

Xansas  City,  Mexico  &  Orient  Sys- 

11 

12 

12 

433 

453 

311 

465 

Kansas   City,    Southern   (including 
T.  &  F.  S.)       

22 

21 

31 

25 

225 

203 

315 

464 

Midland  Valley.. 

1 

4 

Missouri  &  North  Arkansas 

356 
1,737 

Missouri,  Kansas  &  Texas 

15 

14 

8 
76 

13 
162 

57 

9 

6 

56 

24 

262 

1,524 

30 

266 

1,114 

209 
146 
738 

178 

Missouri,  Kansas  &  Texas  of  Texas . . 
Missouri  Pacific 

1,796  1        17 
7,108  1      168 

200 
942 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 

St.  Louis-San  Francisco 

2 

3 

2 

2 

22 

25 

22 

18 

St.  Louis-San  Francisco  &  Texas 

St.  Louis  Southwestern. 

17 

8 

13 
5 

7 

17 

17 
6 

19 
7 
3 

307 
65 

255 
69 
198 

i97 
114 

118 

404 

St.  Louis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  Lines) 

Texas  Pacific                         

187 
47 

Vicksburg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

9 

Wichita  Valley                      

Total,  Southwestern  Region . . . 

31,633 

261 

159 

324 

142 

2,867 

2,613 

2,179 

2,909 

Grand  total,  all  regions 

228,757 

2,060 

2,245 

2,875 

2,163 

35,028 

28,625 

33,708   30,120 
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Railroad. 

Miles 
of  road, 
October, 

1918. 

Traveling  agents  and  solici- 
tors. 

Employees  in  outside  agen^- 
cies. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct.. 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan.. 
1919. 

Total,  New  England  district 

8,159 

21,352 

6,825 

109 
737 
261 

95 
746 
255 

41 
213 

83 

57 

190 

80 

49 

361 

43 

20 
180 
44 

15 
197 
29 

14 

Total,  Central  district 

191 

Total,  Ohio-Indiana  district 

33 

Grand  total.  Eastern  Region... 

36, 336 

1,107 

1,096 

337 

327 

453 

244 

241 

238 

Total,  Allegheny  Region. . . 

19,744 
5,076 
37, 287 
47,191 
51,490 
31,633 

769 

85 

1,100 

888 
1,090 

726 

643 
85 
965 
827 
924 
698 

151 
22 
236 
177 
201 
95 

136 
26 
262 
268 
153 
65 

190 
67 
385 
291 
210 
138 

195 
52 
353 
119 
189 
196 

183 
13 
420 
110 
101 
39 

136 

Total,  Pocahontas  Region 

10 

Total,  Southern  Region 

372 

Total.  Northwestern  Region 

106 

Total,  Central  Western  Region 

68 
44 

Grand  total ,  all  regions 

228,  757 

5,765 

5,238 

1,219 

1,237 

1,734 

1,348 

1,107 

974 

EASTERN  REGION. 

New  England  district. 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

1 

17 
46 

1 

18 
34 

Boston  &  All)anv. . .                   

2 
14 

2 

8 

7 

Boston  &  Maine .                          

11 

28 

Central  Vermont 

13 

11 

4 

3 

15 

8 

6 

7 

Grand  Trunk  in  New  England ...  . 

Mainf^  Central ... 

5 

25 

2 

5 
24 
2 

2 
23 

1 

2 
23 

1 

1 

11 

6 

New  York,  New  Haven  &  Hartford. . 
Rutland 

4 
6 

1 

Total.  New  England  djstnet.. . 

8,159 

109 

95 

41 

57 

49 

20 

15 

14 

Central  district. 
Ann  Arbor 

294 
585 
903 
996 
353 
62 

2,259 

97 

222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 

225 

94 

63 

129 

2,519 

14 
14 

28 
81 

14 
13 
28 
SO 

4 
7 

Buffalo,  Rochester  &  Pittsburgh 

8 

2 

4 

2 

5 

6 

4 

4 

3 

72 

3 

89 

2 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

10 

22 

17 

24 

32 

Lehigh  Vallev 

100 
35 

94 
35 

25 
49 

25 
39 

2 
12 

9 
75 

"m 

9 

Michigan  Central 

13& 

New  York  Central 

153 

49 

7 

147 
49 

8 

28 

29 

1 

i 

24 

1 

265 

6 

79 

New  York,  Chicago  &  St  Louis 

New  York,  Ontario  &  Western 

8 

8 

New  York,  Susquehanna  &  Western. 
Pero  Marquette 

2i 

4 

25 

4 

15 
2 

24 
2 

47 
3 

47 
3 

13 

12 

Pittsl)un;h  &  Lake  Erie     . 

2 

2 



Wal)asli 

154 

155 

38 

38 

1 

Total,  Central  district 

21,352 

737 

746 

213 

190 

361 

180 

197 

191 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louisville. . . 
Cincinnati.  Indianapolis  &  Western. . 
Cincinnati  Xorthcrn 

657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

37 
13 
6 

122 
5 

15 
1 

14 
5 

33 

10 

36 
15 
6 

118 

0 

13 
1 

12 
5 

34 
9 

10 
5 
2 

59 

8 
5 

2 

Cleveland,  Cincinnati,  Chicago  <fc  St. 
Louis 

62 

16 

16 

5 

5 

Detroit,  Toledo  &  Ironton.. 

Hockint;  Vallev 

4 

3 

6 

8 

22 

22 

Kanawha  A  Michigan. 

Lake  Erie  it  Western 

Toledo  &  Ohio  Central 

3 

2 

7 
14 

8 
12 

2 

4 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie 

1 

Total,  Ohio-Indiana  district... 

6,825 

261 

255 

83 

80 

43 

44 

29  1 

33 

36,336 

1,107 

1.096 

337 

327 

453 

244 

241 

238 
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Railroad. 

Miles 
of  road, 
October, 

1918. 

Traveling  agents  and  solici- 
tors. 

Employees  in  outside  agen- 
cies. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 

1917. 

Oct., 
1918. 

Jan., 
1919. 

ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 

5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

708 

263 
2 

254 
3 

2 

2 

125 

128 

99 

103 

2            3 

30 
2 
9 

3' 

166 

223 

40 
30 

6 
2 
9 
4 

■■"87' 

212 

35 
30 

1 

9             9 

3 

2 

1 

Grand  Rapids  &  liidiana 

1 

2 

77 

42 
14 

1 
1 

4 
82 

18 
14 

2 

4 

6 

28 

8 

11 

3 

2 

3 

3 

New  York.  Philadelphia  &  Norfolk. . 

'"'11' 

7 
9 
3 

4 
69 

4 
3 

4 
23 

Pennsvlvania  (western  lines,  includ- 
ing P.  C.  C.  &  St.  L.) 

Philadelphia  &  Reading 

3 

360  i          1 

2 

2 

Total ,  Allegheny  Region 

POCAHONTAS  REGION. 

-Chesapeake  &  Ohio  (including  C.  & 
0.  of  Ind.) 



19,744  1      769 

643 

151 

136 

190  1      195  1      183 

136 

! 

2,499          27 

2,088  1        53 

489  :          5 

28 

52 

5 

1 
20 

1 

8 
18 

i 
32  i        17 
34           35 

8 
5 

5 

5 

1 

Total,  Pocahontas  Region 

.SOUTHERN  REGION. 

5,076  1        85 

85 

22 

26 

67 

52 

13 

10 

141 
312 

13 

13 

Atlanta  &  'West  Point            

225 

640 

4,497 

21 
20 
66 

44 

60 

8 

18 

15 

20 
74 
43 
59 

1 

Atlanta,  Birmingham  &  Atlanta 

14 
29 

2 
24 

5 

6 
42 

2 
24 

i 

38 

1 

53 

46 

29 

39 

Carolina  Clinchfielrl  &  Ohio 

291 
1,918 

59 

42 

37 

341 

337 
765 

Cincinnati,  New  Orleans  &  Texas 

10 
4 
19 
10 

riorida  East  Coast 

329  !        31 

4 
11 

3 

3 

402           12 

307  '          1 

404  i          4 

6,164  ;       166 

4, 997         139 

10 

1 

6 

144 

108 

7 

2 

26 

71 

Gulf  &  Ship  Island              

Gulf,  Mobile  <fe  Northern   

"'"2i' 

82 

2 
23 
85 

1 
96 
82 

1 

'"'56' 

105 

1 

2 

50 
117 

Illinois  f'entraKinchi  ding  Y.&M.V.) 

25 
•   102 

200 
164 
987 
1,248 
196 
285 

6 

4? 
70 
3 

9 

3 

4 

3 

Nashville,  Chattanooga  &  St.  Louis.. 

4             4 

58 

29 

i 

16 

9' 

26 

7 

897  1         15 

123             2 
.3,553  ;       104 
6,983  1      330 

278             1 

5 

2 

5 

1 

1 

Richmond,  Fredicksburgh  &  Poto- 
mac ( including  Washington  South- 

101 
242 

43 

42 

54 

59 

118 

136 

293 

12 

6 

5 

3 

Total,  Southern  Region 

37,287 

1,100 

965 

236 

262 

385 

353 

420 

372 

NORTHWESTERN  REGION. 

8,090  1      1£6 
1,946  1        97 
10,306         135 

1,749  1        39 

111 

26 
173 

16 

19 
'"'12' 

24 
96 
75 

119 
72 
10 

26 
24 
35 

26 
55 
15 

6 

69 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,    St.   Paul,   Minneapolis   & 

20 

285  i          1 

1 
3 
2 

411 
601 

3 
2 

4 

4 
4 

Elgin,  Joliet  &  Eastern 

808  1          4 
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Railroad. 

Miles 
of  road, 
October, 

1918. 

Traveling  agents  and  solici- 
tors. 

Employees  in  outside  agen- 
cies. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

NORTHWESTERN  REGION— COntd. 

8,258 

101 

1,647 

4,243 
6,571 

2,069 
556 

148 

152 

26 

34 

42 

88 
129 

41 
4 

37 

88 
136 

40 
40 

12 

83 
14 

9 
2 

10 

1 

2 

1 

Minneapolis,  St.  Paul  &  Sault  Ste. 

18 

8 
3 

74 

1 

8 

18 

1 
8 

9 
4 

r 

Oregon-Washington      Railroad      & 

4; 

Total,  Northwestern  Region . . . 

47, 191 

888 

827 

177 

268 

291 

119 

110 

lOf 

CENTRAL  WESTERN  REGION. 

378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 
3,872 
1,011 

6 

147 

88 

23 

182 

15 

205 

4 
11 

42 

1 

28 

55 

1 

14 

71 

1 

166 

30 

6 
98 
86 
23 
192 
14 

86 

4 
10 
41 

3 

87 

3 
52 

Atchison,  Topeka  &  Santa  Fe 

Chicago  &  \lton                              .  . 

59 
14 
3 
42 

43 
14 

2 
36 

25 

3 

Chicago  it  Eastern  Illinois 

io 

2 
5 

13 

10 
4 
6 

6 

1 

6 

35 

8 
2 

5 

Chicago,  Burlington  &  Quincy 

2 

Chicago,'  Rock  Island  &  Pacific  (in- 
cluding C  ,  R  I   &  G.) 

37 

5 

5 

Chicago,  Terre  Haute  &  Southeast- 

3 

3 

6 
32 

29 

32' 

Denver  &  Salt  Lake                     .  

27 

55 

1 

10 

74 

1 

164 

32 

2 

1 

3 

3 

1 

1 

1 
2 
12 

1 
3 
21 

1 

4 

37 



1 
16 
38 

24 
6 

23 

Southern  Pacific  (I'acific System) 

1 

Union  i'acific  'including  St.  .T.  &  G.  I.) 

26 

24 

7 

8 

1 

1 

Total,  Central  Western  Region . 

51,490 

1,090 

924 

201 

153 

210 

189 

101 

68- 

SOUTHWESTERN  REGION. 

Fort  Worth  &.  Denver  Citv 

354 
235 
920 

10 
5 

8 

1 

18 

32 

7 

Fort  Worth  &  Rio  Grande 

6 

35 

4 

Gulf  ( "olorado  &  Santa  Fe 

1,9.37  1        34 
887           10 

4 

4 

4 

8 

2 

34 

1 

1 

Houston  East  <fc  West  Texas 

232 

1, 160 

737 

837 

362 

366 

356 

1,737 

1, 796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 

31,633 

2 

9 

27 

41 

6 
4 
9 
76 
48 
213 
4 
78 

2 

9 

27 

.. 

2 

2 
36 

o 

Kansas    Citv    Southern    (.including 
T  &  F  S  ) 

41 
8 
4 
5 

76 

31 

178 

5 

77 

1 
1 

1 

2 

2 

1 
14 

1 
22 

14 

1 

1' 

15 
11 

8 

18 

6 
5 

4 
17 

5. 

3 

26 

14 

22- 

St.  Louis  Southwestern    

59 
22 
23 
45 

58 
44 
24 
43 

1 

1 

17 
24 
13 
17 

15 
39 
13 
16 

1 
6 
2 
7 

1 

4 

Southern  Pacific  (Sunset  Lines) 

5 
4 
2 

5 
4 
2 

7 

Vicksl)urg,  Shreveport  &  Pacitic 

1 

Wichita  Vallev 

11 

Total,  Southwestern  Region . . . 

726 

698 

95 

65 

138 

196 

39 

44" 

228, 757 

5,765 

5,238 

1,219 

1,237 

1,734 

1,348 

1,107 

974- 

EXTENSION   OF   GOVERNMENT  CONTROL  OF  RAILROADS.      166S 
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Railroad. 

Miles 

of  road 

October, 

1918. 

Other  traffic  employees. 

Train  dispatchers  and 
directors. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Total,  New  England  district 

8,159 
21,352 
6,825 

144 
67 

7 

37 
61 

8 

141 

196 

2 

21 

120 

2 

297 
719 
172 

255 
743 
163 

288 
796 
181 

301 

Total,  Central  district 

789 

Total,  Ohio-Indiana  district 

171 

Grand  total,  Eastern  Region... 

36,336 

218 

106 

339 

143 

1,188 

1,181 

1,265 

1,261 

19,744 
5,076 
37,287 
47, 191 
51,490 
31,633 

39 
3 
145 
121 
63 
60 

33 
6 
131 
79 
40 
71 

26 
5 
98 
48 
50 
30 

51 
6 
77 
44 
39 
40 

927 
142 
759 
689 
968 
471 

943 
129 
725 
741 
995 
503 

1,043 
124 
781 
790 

1,020 
538 

1,039' 

Total,  Pocahontas  Region 

124 

Total,  Southern  Region 

753; 

Total,  Northwestern  Region 

763- 

Total,  Central  Western  Region 

Total,  Southwestern  Region 

960 
53» 

Grand  total,  all  regions 

228,757 

649 

466 

596 

400 

5, 144 

5,197 

5,561 

5.438 

EASTERN  REGION. 

New  England  district. 
Bangor  &  Aroostook 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

1 

5 

133 

1 
5 

28 

1 

4 
134 

5' 

15 

11 
11 
101 
7 
10 
29 
19 
100 
9 

10 
11 

79 
9 
10 

"'"24" 

103 

9 

13 
20 
90 

8 
11 

6 
26 
104 
10 

12- 

Boston  &  Albany 

20 

Boston  <k  Maine 

92 

Central  New  England 

8- 

Central  Vermont 

2 

2 

13 

Grand  Trunk  in  New  England 

Maine  Central 

7 

1 

1 

1 

31 

New  York,  New  Haven  &  Hartford . . 
Rutland 

3 

1 

108 
10' 

Total,  New  England  district... 

8,159 

144 

37 

141 

21 

297 

255 

288 

301 

Central  district. 
Ann  Arbor 

294 
585 
903 
996 
353 
62 

2,259 
97 
222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 
225 
94 
63 
129 

2,519 

6 

25 

46 

38 

4 

3 

85 

19 

8 

46 

57 

4 

230 

27 

14 

10 

37 

9 

4 

4 

5 

38 

6 
24 
41 
36 
4 
3 

95 

19 

8 

56 

57 

4 

231 

29 

16 

14 

37 

8 

4 

4 

5 

42 

7 

24 

46 

40 

5 

3 

100 

19 

8 

65 

60 

7 

248 

28 

18 

10 

38 

15 

5 

4 

6 

40 

T 

Buffalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson 

1 
4 
2 

23. 

4 

1 
9 

'"'ii' 

42: 

Delaware,  Eackawanna  &  Western.. 
Detroit  &  Mackinac          

40 
4 

Detroit  &  Toledo  Short  Line 

3- 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River.. 

17 

10 

11 

96 
19 

Lehigh  &  New  England       



9 

Lehigh  Valley 

4 

3 

3 

2 

68- 

Michigan  Central 

52 

Monongahela     

6 

New  York  Central 

2 

9 

146 

106 

252 

New  York,  Chicago  &  St.  Louis 

32 

New  York,  Ontario  &  Western 

16 

New  York,  Susquehanna  &  Western. 

13 

Pere  Marquette 

36 

1 

34 
1 

25 

1 

i' 

38 

Pittsburgh  &  Lake  Erie 

13 

Pittsburgh  &  Shawmut 

5 

Pittsburgh  &  West  Virginia 

3 

Ulster  &  Delaware 

6 

Wabash 

42 

Total,  Central  district 

21,352 

67 

61 

196 

120 

719 

743 

796 

789' 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louisville... 
Cincinnati,  Indianapolis  &  Western.. 
Cincinnati  Northern  

657 
296 
251 

2,396 
433 
3.50 
177 
844 
430 
444 
.547 

11 

7 
4 

66 
8 

15 
7 

17 

11 
9 

17 

11 
6 
4 

62 
8 

15 
7 

18 

11 
9 

12 

13 
6 
4 

70 
7 

20 
10 
18 
11 
9 
13 

12 

1 

1 

6 

4 

Cleveland,  Cincinnati,  Chicago  &  St. 

Louis 

Detroit,  Toledo  &  Ironton 

6 

6 

2 

2 

67 

8 

Hocking  Vallev 

13 

Kanawha  &  Micliigan 

7 

Lake  Erie  &  Western 

17 

Toledo  &  Ohio  Central 

12 

Toledo,  St.  Louis  &  Western 

1 

10 

W  heeling  &  Lake  E  rie . 

15 

Total,  Ohio-Indiana  district . . . 

6,825 

7 

8 

2 

2 

172 

163 

181 

171 

Grand  total,  Ea.stern  Region... 

36,336 

218 

106 

339 

143 

1,188 

1.161 

1,265 

1,261 

1664      EXTENSION"   OF   GOVERNMENT   CONTROL   OF   RAILROADS. 
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Railroad. 

Miles 

of  road 

October, 

1918. 

Other  traflSc  employees. 

Train  dispatchers  and 
directors. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

1 
Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

ALLEGHENY  REGION. 

Baltimore  &   Ohio  (lines  east  and 

5.142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 
1,629 

708 
360 

11 

11 

176 
10 
7 

28 
6 
14 
4 
4 
186 

186 
75 
12 
14 

177 
11 
7 
27 
7 

14 

13 

5 

404 

178 
75 
12 
13 

207 

10 

8 

30 

7 

16 

15 

5 

447 

183 
78 
23 
14 

206 

10 

8 

1 

30 

j 

9 

■Grand  Rapids  &  Indiana 

6 

3 

6 

3 

14 

16 

New  York,  Plailadelphia  &  Norfolk.. 

1 
13 

4 

6 

12 
4 

9 
11 

9 
39 

459 

Pennsylvania  (western  lines,  includ- 
ing P.  C.  C.  &  St.  L.) 

Philadelphia  &  Reading 

177 
77 

Western  Maryland 

3 

3 

14 

13 

Total,  Allegheny  Region 

19,744 

2,499 

2,088 

489 

39 

13 

26 

51 

927 

943 

1.043 

1,039 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 
0.  of  Ind.) 

3' 

3 
3 

4 
1 

6 

84 
41 
17 

73 
39 
17 

68 
37 
19 

72 

Norfolk  &  Western 

38 

Virginian 

14 

1 

Total,  Pocahontas  Region 

5,078 

3 

6 

5 

6 

142 

129 

124 

124 

SOUTHERN  REGION. 

Alabama  &  Vicksbiirg. 

141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 

765 
329 
402 
307 
404 

6, 164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 

123 

3,  .563 

6,983 

278 

293 

3 

8 
4 
9 

74 

4 

23 

4 

26 
8 
4 
4 
3 
6 

127 

137 

3 

3 

22 

33 

10 

4 

36 

14 

66 

117 

3 

4 

3 
8 
8 
8 
100 
4 

17 
4 

12 
16 
4 

5" 

6 

105 

135 

4 

3 

22 

32 

5 

4 

15 

12 

(V3 

123 

3 

4 

4 
8 
6 
9 

95 
8 

25 
4 

12 
13 

7 
5 
2 
7 

131 

139 

4 

5 

22 

39 

12 

4 

10 

14 
52 
132 
3 
4 

4 

Alabama  Great  Southern 

1 

1 

6 

23 

10 

2 

...... 

6 
2 

1 

8 

Atlanta  &  West  Point 

5 
18 
7 
6 
4 

6 
18 

7 
2 
2 

8 

Atlanta,  liirininsham  &  Atlantic 

Atlantic  Coast  I.Lne 

9 
111 

Carolma,  (iinchneld  &  Ohio 

10 

Central  (if  GedrKia. . .          

19 

Charleston  t^-  "Western  Carolina 

4 

Cincinnati,  New  Orleans  &  Texas 
l^acific 

1 
2 
3 

12 

Florida  East  Coast 

11 

Georgia 

4 

8 

Georgia,  Southern  &  Florida 

5 

Gulf  &  Ship  Island 

2 
2 

14 
10 

7 
2 

14 
9 

2 
2 

4 

11 

2 
2 

5 
9 

3 

Gulf,  Mobile  &  Northern 

8 

Illinois    Central    (mcluding    Y.    & 
M.  V.) ! 

109 

Louisville  i^-  Nashville 

12i 

Louisville,  Tfenderson  &  St.  Louis.. 

4 

Mississiiipi  Central 

Mobile  &  Ohio 

24 

Nashville,  Chattiinooga  &  St.  Louis.. 
New  Orleans  &  Northeastern 

9 

5 



3 


34 
12 

New  Orleans  Great  Northern 

2 



4 

Norfolk  Sout  hem 

15 

Richmond,   Fredericksburgh  &  Po- 
tomac    (mcluding     Washington 
Southern) 

■ 

14 

Seaboard  Air  Line 

9 
51 

11 

48 

5 
32 

2 
23 

46 

Southern 

Southern  in  Mississippi 

136 
3 

Temiessee  Central 

4 

Total,  Southern  Region 

37,287 

145 

131 

98 

77 

759 

1 

725 

781 

753 

NORTHWESTERN  REGION. 

Chicago  &  North  Western 

8,090 

1,946 

10,306 

1,-49 
285 
411 
601 

5 

1 
15 

1 

3 

1 

31 

1 

3 

1 
4 

1 

6 
1 

8 

1 

1.50 
24 
154 

1 

149 
26 
164 

26 
5 

8 

149 
25 

171 ; 

27 
5  i 
3 

8  i 

158 

Chicago  Great  Western 

18 

Chicago,  Milwaukee  \  St.  Paul 

Chicago,   St.    Paul,   Tyfiimeapohs  & 
Omaha 

IW 

28 

Puluth  it  Iron  Range 

4 

Duluth,  Mis.sabe  <t  Northern 

Duluth,  South  Shore  ct  Atlantic 

8 
5 

8 
5 

8 
2 

9 

1 

9 

EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS.      1665 
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Railroad. 

Miles 

of  road 

October, 

1918. 

Other  traffic 

employees. 

Train 

dispatchers 
directors. 

and 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

NORTHWESTERN  REGION— COntd. 

808 
8,258 

101 
1,647 

4,243 
6,571 

2, 069 
556 

' 

8 

111 

3 

19 

47 
120 

24 
7 

8 

127 

3 

19 

48 
122 

24 

7 

8 

146 

3 

22 

56 
134 

26 

7 

8 

Oreat  Northern 

19 

16 

5 

8 

141 

3 

22 

Minneapolis,  St.  Paul  &  Sault  Ste. 
Marie..                  

1 
64 

1 
11 

2 

14 

8 

2 

9' 

2 

50 

123 

Oregon-Washington  Railroad  &  Nav- 

23 

jSpokane  Portland  &  Seattle 

7 

Total,  Northwestern  Region. . . 

47, 191 

121 

79 

48 

44 

689 

741 

790 

763 

CENTRAL  WESTERN  REGION. 

378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 

1,100 

2,652 

255 

6 
178 
23 
28 
178 
6 

131 

5 
23 
39 

5 
11 
13 

8 
32 
184 

4 

78 
15 

6 

166 

24 

27 

185 

11 

123 

6 

20 

42 

7 

11 

13 

7 

31 

222 

81 
13 

6 
231 

26 

27 

163 

6 

148 
6 
22 
45 
7 
13 
13 
7 

31 

174 

5 

76 
14 

6 

Atchison.  Topeka  &  Santa  Fe 

28 

22 

21 

21 

181 
25 

27 

Chicago,  Burlington  &  Quincy 

16 

2 

1 

2 

16P 
6 

Chicago,  Rock  Island  &  Pacific  (in- 
chidingC,  R.  I.  &  G.) 

7 

4 

4 

3 

129 

Chicago,  Terra  Haute  &  Southeastern 

7 

Colorado  &  Southern 

2 

2 

1 

1 

15 

Denver  &  Rio  Grande 

43 

8 

1,028 
1,168 

507 
2,345 
7,051 

248 

3,872 
1,011 

1 

6 

1 
6 

1 

8 

1 

6 

14 

13 

Northwestern  Pacific 

7 

Oregon  Short  Line 

2 
1 

2 
1 

""is" 

1 
4 

32 

Southern  Pacific  (Pacific  System)... 
Toledo  Peoria  &  Western  .        .  

186 

Union  Pacific  (including  St.  J.  & 

1 

74 

19 

Total,  Central  Western  Region. 

51,490 

63 

40 

50 

39 

968 

995 

1,020 

960 

SOUTHWE.STERN  REGION. 

Port  Worth  &  Denver  City 

354 
235 
920 

1,937 
887 
232 

1,160 

737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,  .545 

1,947 

171 

329 

257 

1 

6 
4 

6 
4 
8 
26 
16 
3 
15 

8 

21 

4 

4 

4 

36 

20 

105 

10 

91 

6 
4 

'"'28' 
15 

5 
20 

8 

22 

5 

8 

4 

24 

44 

113 

5 

114 

6 

Fort  Worth  &  Rio  Grande 

4 

"Gulf  Coast  Lines                               

9 

<iulf ,  Colorado  &  Santa  Fe 

4 

4 

1 

1 

27 
17 
3 
15 

7 

21 

4 

4 

6 

25 

26 

98 

6 

82 

31 

13 

Houston  East  &  West  Texas 

3 

International  &  Great  Northern.  .  . 

1 
1 
4 

1 

20 

Kansas  City,  Me.xieo  &  Orient  Sys- 

7 

Kansas    City   Southern    (including 
T.&  F.  S.) 

1 

1 

1 

22 
4 

Midland  Valley 

10 

Missouri  &  North  Arkansas 

1 
9 
3 
5 
4 
16 

4 

Missouri,  Kansas  &  Texas 

9 

8 
3 

7 
28 

3 

3' 

2 
12 

3 
6 
2 
3 
10 

46 

Missouri,  Kansas  &  Texas  of  Texas.. 

23 
113 

San  Antonio  &  Aransas  Pass 

10 
99 

St  Louis  San  Francisco  <fc  Texas 

St.  Louis  Southwestern 

2 
6' 

3 
3 

8 

12 
10 
40 
53 
3 

13 
8 
39 
53 
3 
4 
2 

9 
9 

35 

53 

4 

3 

8 

St.  Louis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  Lines) 

7 

7 

9 
31 

Texas  Pacific                           

3 

3 

55 

Vieksburg,  Shreveport  Sc  Pacific 

Wichita  Falls  &  Northwestern 

4 

::::::;:::::: 

3 

Wichita  Valley                        

1 

1 

2 

4 

] 

Total,  Southwestern  Region . . . 

31,0.33 

60 

71 

30 

40 

471 

503 

538 

538 

Grand  total,  all  regions 

228,7.56 

619 

406 

596 

400 

! 

5,144 

5,197 

5,561 

5,43? 
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Railroad. 

Miles  of 
road 
Oct., 
1918. 

Telegraph,  telephone,  and 
block  operators. 

Telegraphers  and  telephoners 
operating  interlockers. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

1 

Total,  New  Enfjland  district 

8, 1.59 
21.352 
6,825 

557 

2,780 

694 

649 

2,591 

685 

635 

2,801 

668 

699 

2,798 

642 

654 

1,404 

444 

654 
1.461 

439 

1 

691 

1,395 

451 

1 

1      710 

Total,  Central  district 

1  1  431 

Total,  Ohio-Indiana  district 

'     '462 

Grand  total,  Eastern  Region... 

36,336 

4,031 

3,925 

j  4,104 

4,139 

2, 502 

2,545 

2,537 

1  2,603 

Total,  Allegheny  Region 

19, 744 
5,076 
37, 287 
47,191 
51,490 
31,633 

5,421 
8.52 
2, 251 
2,566 
4,141 
1,493 

5,665 
731 
2,221 
2,945 
4,154 
1,314 

5, 9.59 
666 
2,453 
2,685 
4,061 
1,624 

5,917 
747 
2,516 
3,066 
4,104 
1,422 

3,  .307 
249 
497 
504 
430 
103 

3,291 
210 
512 
503 
457 
79 

3,335 
244 

499 
455 

481 
97 

3  337 

Total ,  Pocaliont as  Region 

'243 

Total,  Southern  Region 

681 

Total,  Northwestern  Region  

451 

Total,  Central  Western  Region 

437 
62 

Grand  total,  all  regions 

228, 757 

20,755 

20,955 

21,552 

21,911 

7,592 

7,597 

7,648 

7,814 

EASTERN  REGION. 

Ncio  England  district. 
Bangor  &  Aroostook 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

3 

50 

164 

27 

45 

2 

66 

194 

6 

3 

50 

207 

35 

46 

39 

74 

189 

6 

1 

45 

209 

19 

43 

30 

88 

194 

6 

4 
49 
223 
28 
45 
39 
114 
191 

1 

78 

141 

6 

1 

83 

136 

6 

"",89' 

171 

11 

13 

Boston  &  Albany 

80 

161 

Central  New  England 

7 

Central  Vermont 

Grand  Trunk  in  New  England 

3' 

425 



3 

3 

411 

2 

3 

415 

2 

s 

New  York,  New  Haven  &  Hartford. 
Rutland 

444 
2 

Total,  Now  England  district... 

8,159 

557 

649 

635 

699 

654 

645 

691 

710 

Central  district. 
Ann  Arbor 

294 
585 
903 
996 
353 
62 

2, 259 

97 

222 

1,436 

1,862 
108 

5,685 
523 
508 
136 

2,233 
225 
94 
63 
129 

2,519' 

4 

128 

45 

95 

3 

10 

475 

1 

12 

191 

272 

1 

126 

50 

95 

3 

12 

406 

1 

12 

151 

267 

4 

127 

39 

106 

4 

12 

521 

1 

15 
231 
255 

3 
122 

51 

109 

3 

6 

474 

1 

20 

161 

266 

48 

1,021 

208 

23 

11 

6 
60 
127 

11 

6 

63 

126 

11 

7 
58 
127 

12 

Buffalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson 

9 
61 

Delaware,  Lackawanna  &  Western.. 
Detroit  &  Mackinac 

131 

Detroit  &  Toledo  Short  Line 

3 

205 

7 

3 

267 

7 

3 

205 

5 

3 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

196 
5 

Lehigh  &  New  England 

Lehigh  Valley 

93 
53 

83 
54 

85 
53 

71 

56 

Monongahela 

New  York  Central 

1,014 
192 
14 
41 
121 
23 
3 
10 

968 
191 
22 
41 
98 
22 
3 
10 

1,002 
160 
20 
50 
108 
17 
2 
14 

716 

3 

26 

715 

3 

23 

704 

3 

26 

734 

New  York,  Chicago  <fc  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western 
Pere  Marquette 

3 
24 

130 

24 

3 

14 

8 
41 

6 
38 

6 
51 

15 

Pittsburgh  &  Lake  Erie 

53 

Pittsburgh  &  West  Virginia 

3 

3 

3 

3 

Ulster  &  Delaware 

Wabash 

126 

112 

113 

111 

42 

53 

48 

55 

Total,  Central  district 

21,3.52 

2,780 

2,591 

2,801 

2,798 

1,404 

1,461 

1,395 

1,431 

Ohio-Indiana  diitrict. 

Chicago.  Indianapolis  &  Louisville... 
Cincinnali,  Indianapolis  Si  Western. 
Cincinnat  i  Nortliern 

657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

22 
35 

22 
32 

22 
32 

25 
33 

8 
3 
2 

378 
25 
6 

S 
3 
2 

371 

22 

6 

9 
3 
2 

376 
24 
6 
9 
2 
9 
11 

9 
3 
2 

Cleveland,  Cincinnati,  Chicago  &  St. 
Louis 

343 
2 
27 
12 
43 
72 
60 
78 

331 
3 
29 
13 
44 
72 
63 
76 

343 
3 
25 
4 
26 
72 
59 
82 

300 
4 
25 
16 
25 
72 
62 
80 

399 

Detroit,  Toledo  &  Ironton 

19 

Hocking  Valley 

6 

Kanawha  &  Michigan 

Lake  Erie  &  Western 

2 

9 

.    11 

8 
9 
10 

4 

Toledo  it  Ohio  Central 

9 

Toledo,  St.  Louis  &  Western 

Wheeling  it  I^ake  Erie 

11 

Total,  Ohio-Indiana  district . .  • 

6,825 

694 

685 

668 

642 

444 

439 

451 

462 

Grand  total,  Eastern  Region.. 

36,336 

4,031 

3,925 

4,104 

4,139 

2,502  1 

=1 

2,545 

2,537 

2,603 

EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS.      1667 
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Railroad. 

Miles  of 
road 
Oct., 
1918. 

Telegraph,  telephon 
block  operators 

e,  and 

Telegraphers  and  telephoners 
operating  interlockers. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

ALLEGHENY  REGION. 

Baltimore  &   Ohio  (lines  east  and 
west )       

5,142 
22.5 
297 
646 
164 
570 
39.S 
122 

5,342 

4,141 

1,629 

70S 

360 

720 
72 
12 

3(; 

25 
74 
9C, 
30 
2,320 

1,457 
394 
150 
35 

717 
73 
13 
36 
31 
73 
74 
37 
2,5.59 

1,483 
373 
151 
45 

702 
86 
12 
40 
18 
99 

117 

38 

2,681 

1,592 

376 

148 

50 

775 

76 

S 

40 

32 

85 

113 

30 

2,  .535 

1,617 

368 

146 

92 

524 
52 

512 

55 

514 
51 

482 

40 

113 
45 
15 

127 

25 

1,265 

677 

390 

12 

62 

112 

38 

15 

130 

17 

1,318 

650 

381 

12 

51 

122 
51 
1 
122 
IS 
1,369 

664 

355 

7 

61 

122 

Cumberland  Vallev    

40 

18 

126 

New  York,  Philadelphia  &  Norfolk.. 
Pennsylvania  (eastern  lines) 

24 
1,385 

649 
371 

Pennsylvania  (western  lines,  includ- 
ing P.  C.  C.  &  St.  L.) 

Philadelphia  &  Reading 

5 

West  Jersey  &  Seashore 

71 

Total,  Allegheny  Region 

19,744 

5,421 

5,665 

5,9.59 

5,917 

3,307 

3,291 

3,335 

3,337 

POCAHONTAS  KEGION. 

Chesapeake  &  Ohio  (including  C.  & 
0.  oflnd.) 

2,499 

2,  OSS 

489 

304 
371 
177 

304 

363 

64 

257 

336 

73 

321 

360 
66 

151 

88 
10 

107 
93 
10 

151 

86 

7 

93 

g 

5,076 

852 

731 

666 

747 

249 

210 

244 

243 

SOUTHERN  REGION. 

Alabama  &  Vicksburg  . . . .' 

141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 

6,164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 

123 

3,563 

6,983 

278 

293 

4 
61 
20 
13 
142 
13 
25 
14 

62 

47 

6 
40 
21 

3 
171 
10 

7 
14 

57 

48 

4 
50 
19 

1 
166 

1 
28 
11 

33 

60 

4 
46 
19 

7 
195 
11 
10 
11 

49 
61 

Alabama  Great  Southern 

15 

18 

21 

21 

Atlanta  A:  West  Point 

Atlanta,  Birmingham  &  Atlantic 

Atlantic  Coast  Line 

80 

84 

96 

89 

Carolina,  Clinchflcld  &  Ohio 

Central  of  Georgia 

11 

18 

6 

16 

Charleston  &  Western  Carolina 

Pacific 

55 

52 

50 

61 

Florida  East  Coast 

Georgia    

Georgia  Southern  &  Florida 

S 

1 

372 

528 

12 

7 
2 

1 

390 

513 

15 

10 

8 

421 

586 

13 

3 
2 
1 

406 

533 

14 

Gulf  &  Ship  Island 

3 

3 

3 

3 

Gulf,  Mobile  &  Northern 

Illinois  Central  (including  Y.  &  M. 
\i) 

91 
82 

87 
86 

84 
85 

93 

Louisville  &  Nashville 

154 

Louisville,  Henderson  &  St.  Louis  . . 

Mississippi  Central 

Mobile  cV  Ohio 

122 

189 
10 
1 
5 

15 
142 
436 

2 

120 

198 

58 

2 

5 

14 

71 

445 

1 
2 

117 
214 

28 

1 
7 

15 

147 

509 

1 

3 

113 

233 
55 

1 
5 

21 
183 
529 

1 
3 

7 
32 

7 
32 

6 
37 

6 

Nashville,  Chattanooga  &  St.  Louis.. 
New  Orleans  &  Northeastern 

36 

New  Orleans  ( ;reat  Northern 

Norfolk  Southern : 

3 

27 
3 

88 

3 

26 

8 
88 

2 

28 

6 

75 

33 

Richmond,  Fredericksburgh  &  Po- 
tomac    ( including     Washington 
Southern) 

28 

Seaboard  Air  Line 

13 

Southern 

Southern  in  Mississippi 

129 

Tennessee  Central 

Total,  Southern  Region 

37, 287 

2,251 

2,221 

2,453 

2,516 

497 

512 

499 

681 

NORTHWESTERN  REGION. 

Chicago  &  North  Western 

8,090 

1,946 

10,306 

1,749 
285 
411 
601 

253 
91 
807 

111 

51 

27 

1 

365 
113 
910 

65 
40 
22 

1 

232 
93 

844 

93 

50 

19 

1 

366 

91 

994 

65 
42 
21 

1 

176 
31 
147 

14 

180 
35 
166 

17 

183 
28 
104 

20 

179 

26 

Chicago,  Milwaukee  &  St.  Paul. 

Omaha    

127 
14 

Duluth  A:  Iron  Range 

Duluth,  Missabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 

9 

9 

9 

! 

6 

1668      EXTENSION   OF   GOVERNMENT   CONTROL   OF  RAILROADS. 
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Railroad. 

Miles  of 
road 
Oct., 
1918. 

Telegraph,  telephone,  and 
block  operators. 

Telegraphers  and  telephoners 

operating  interlockers. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec., 
1917. 

Oct., 
1918. 

Jan., 
1919. 

NORTHWESTERN  REGION— COntd. 

Elgin  Joliet  A' Eastern 

808 

46 

46 
505 

44 
414 

47 

.556 

22 

71 

22 

52 

25 
47 

25 

8,258  i      393 

55 

101 

1,647 

Minneapolis  &  St   Louis  

50 

55 

184 
504 

117 
18 

si         oi  1         i 

1 

"is" 
3 

1 

13 
22 

3 

1 

Minneapolis,  St.  Paul  &  Sault  Ste. 

4,243         175 

194  '       179 

6 
20 

7 

6,  .571 

2,069 
556 

438 

105 
18 

516 

116 
18 

528 

107 
18 

15 

Oregon-Washington     Railroad     Sz 

3 

Spokane,  T'ortlan J  &  Seattle 

Total,  Northwestern  Region. . . 

47, 191 

2, 566 

2,945 

2,685  1  3,066 

501 

503 

455 

451 

CENTRAL  WESTERN  REGION. 

1 

378             7 
9,439  1      828 
1,0.51  1       127 
1,131  1        82 
9,628     1,231 

247 

6 
826 
126 

1 
2  ,          2 
895  ,      980 
113         lis 

Atchison,  Tojieka  &  Santa  Fe 

Chicago  it  Alton      

141 
38 
92 

101 

7 

9 
'l6 

128 
38 

77 
98 
9 

9 

18 

170 

46 
96 
106 

7 

12 
20 

125 

47 

71            82  1         61 

84 

Chicago,  Burlington  &  Quiney 

1,301 

8 

619 

7 
97 

133 
14 
36 
40 
2 
92 

280 
39 

398 
59 

1,230     1,296 

1          6 

440         459 

8  1          7 

118  1        24 

156         159 

19           20 

33           32 

40  '        43 

114 

Chicago'  Rock  Islanil  &  Pacific  (in- 
cluding C  ,  R.  I.  &  (1.) 

8,005 

374 

1,100 
2,652 
255 
1,028 
1,168 

631 

4 
92 
122 
18 
38 
SI 

21 

Chicago,  Terre  Haute  &  Southeast- 

18 

7 

6 

6 

7 

507             2 
2,345         133 
7,051  1      306 

248          35 

3,872  1      393 
1,011           .5S 

2             2 

92  i        91 

288         259 

26           20 

452         446 
65           79 

3" 

3 

13 

3 

3 

35 

3" 

3 

3 

Southern  Pacific  (  Pacific  System') . . . 

3 
3 

Union   Pacific  (including  St.  J.   & 
G.  I.)    

33          12 

6 

Total,  Central  Western  Region. 

51,490 

354 

235 

920 

1,937 

887 

4,141 

12 
3 

155 
.S2 

4,154 

4,061 

4, 104 
10 

430 

457 

481 

437 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  City      

12 

3 

15 

147 

16 

> 

Fort  Worth  &  Rio  Grande 

4 

4 

6 

166 

28 

Gulf  Coast  Lines 

""'is' 

15 
2 

4 
15 
3 

Gulf,  Colorado  c^-  Santa  Fe      

15 
3 

12 

Houston  &  Texas  Centrtil      

27           .59 

3 

Houston  East  il-  West  Texas 

232  <          2 
1,160  1         13 

737            1 

837           20 
302             <; 

■■■■-■ 

2 

26 
6 
14 

3    

6          18 

13            1 

20  33 

8  i          7 

21  j        22 

Kansas  City,  Mexico  &  Orient  Sys- 
tem   

1 
7 

Kansas   Citv    Southern    (including 
T.  e*;:  F.  S') 

' 

Midland  Valley    

366 

3.56 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 

14 

Missouri  &  North  Arkansas 

Missouri,  Kansas  A  Texas 

82 
61 
536 

7 
187 

72 
79 
443 
10 
96 

110 

77 

596 

5 

126 

36 
108 
502 
6 
108 

3 
6 
26 
3 
3 

2" 

30 
3 

5 

7 
7 

30 
3 
8 

Missouri,  Kansas  A-  Texas  of  Texas . . 
Missouri  Pacific 

36 

San  Antonio  A:  Aransas  Pass 

St.  fjOuis-San  Francisco 

6 

St.  I-ouis-San  Francisco  A-  Texas 

St.  Louis  Southwestern 

46 
25 
91 
192 
4 

4 

27 

28 

96 

191 

4 

2 

42 
25 
133 
198 
8 
1 

37 
21 

109 

189 

8 

3 

3 
10 
15 

2 

3 

3 
9 
2 

2' 

12 
2 

3 

St.  Louis  Soathwestcrn  of  Texas 

Southern  Pacific  (Sunset  Lines) 

Texas  Pacific 

3 
3 
2 

Viekslnirg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

Wichita  Valley 

Total,  Southwestern  Region . . . 

31,6.33 

1,493 

1,314 

1,624 

1,422 

103 

79 

97 

62 

Qrand  total,  all  regions 

228,757 

20,755 

20,955   21,552 

21,911 

7,592 

7,597 

7,648 

7,814 
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Railroad. 


Total,  New  England  district. 

Total,  ("'eatral  il  istrict 

Total,  Ohio-Indiana  district . 


Grand  total,  Eastern  Region. . 


Total,  Allegheny  Region 

Total,  Pocahontas  Region 

Total,  Southern  Region 

Total,  Northwestern  Region  — 
Total,  Centra!  Western  Region. 
Total,  Southwestern  Region  — 


Grand  total,  all  regions. 


EA  .STERN  REGION. 

Nexp  England  district. 

Bangor  &  Aroostock 

Boston  &  Albany 

Boston  &  Maine 

Central  New  England 

Central  Vermout 

Grand  Trunk  in  New  England 

Maine  Central 

New  York,  New  Haven  &  Hartford.. 
Rutland 

Total,  New  England  district... 

Central  district. 

Ann  Arbor 

Buffalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson 

Delaware,  Lackawanna  &  Western . . 

Detroit  &  Mackinac 

Detroit  &  Toledo  Short  Line 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

Lehigh  &  New  England 

Lehigh  Valley • 

Michigan  Central ■ 

Monongahela 

New  York  Central 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York.  Susquehanna  &  Western 

Pere  Marquette 

Pittsburgh  &  Lake  Erie 

Pittsburgh  &  Shawmut 

Pittsburgh  &  West  Virginia — 

Ulster  &  Delaware 

Wabash 

Total,  Cen  tral  district 

01) il'- Indiana  diHrirt. 

Chicago,  Indianapolis  &  T-ouisville... 
Cincinnati,  Indianapolis  &  Western.. 

Cincinnati  Northern 

Cleveland,  Cincinnati,  Chicago  «fe  St. 

Louis 

Detroit,  Toledo  &  Ironton 

Hocking  Valley 

Kanawha  &  Michigan 

Lake  Erie  tt  Western 

Toledo  &  Ohio  Central 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie 

Total,  Ohio-Indiana  district . . . 

Grand  total,  Eastern  Region.. 


Miles  of 
road 
Oct., 
1918. 


8,159 
21,352 

6, 825 


36, 336 


19, 744 
5,076 
37, 287 
47, 191 
51, 490 
31,633 


228,  757 


632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 


8,159 


294 
585 
903 
996 
353 
62 

2,259 

97 

222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2, 233 
225 
94 
63 
129 

2,519 

21,352 


Levermen  (nontelegraphers) 


Oct., 
1917. 


265 
725 
128 


1,118 


726 
45 
250 
459 
548 


3,412 


657 
296 
251 

2,396 
433 
350 

177 
844 
430 
444 
547 


6,825 


36, 336 


2 

40 
114 


265 


2 
91 
106 


159 
11 
3 


52 
725 


128 


1,118 


Dec, 
1917. 


218 
728 
134 

1,080 


741 
37 
273 
533 
555 
253 


3,472 


Oct.,     Jan., 
1918.      1919. 


191 

699 
140 


247 
716 
147 


1,030  !  1,110 


775 
46 
276 
500 
550 
298 


854 
54 
343 
597 
651 
350 


3.475     3,959 


6 
102 


218 


191 


157 


57 
110 


125 


166 
11 
2 


728 


134 


1,080 


2 
82 
108 


167 
9 
4 


53 


1 

""53' 
699 


12 
120 


109 


3 

82 
106 


173 
11 


53 


716 


140 


18 


147 


Telegrapher-clerks. 


Oct.,     Dec, 
1917.      1917. 


758 

1,451 

286 


674 

1,608 

349 


2,495     2,531 


10,993 


21 
51 
258 
17 
30 


1,040 
56 
1,840 
1,934 
2,26« 
1,611 


11,278 


22 

45 
197 


34 


57 

274 

50 


52 

274 

50 


758 


674 


26 

45 

165 

115 

6 

3 

239 

1 

8 


39 

3 

281 

3 

88 

12 

129 

21 

7 

1 

12 
247 


1,451 


24 
45 
164 
109 
5 


Oct., 
1918. 


737 

1,475 

303 


2,515 


1,053 
72 
1, 778 
2,022 
2,480 
1,351 


11,271 


27 
45 
213 
21  1 
30 


Jan., 
1919. 


710 

1,457 

314 

2,481' 


1,080 
63 
1,912 
1,851 
2,404 
1,689 


11,480 


18 

46 

236 


54 
290 

57 


737 


32 


51 

273 

54 


710 


24 
46 
161 
109 
6 


24 
50 
172 
101 
4 


238 

219 

210 

1 

1 

1 

8 

6 

3 

20 

17 

63 

54 

58 

4 

5 

4 

338 

343 

321 

3 

78 
12 
117 
20 
7 


10 
242 


82 

10 

126 

22 

7 


5 
249 


83 

10 

114 

24 

9 

1 

7 

244 


1,508     1,475  I  1,457 


65 


23 

45 
12 
79 
12 
42 
7 
6 
13 

286 


23 

98 
12 
76 
12 
37 
7 
5 
14 

349 


1,032  '  1,110     2,495  j  2,531 


53 

'21' 

58 

12 

85 

12 

43 

7 

4 

8 

303 


2,425 


314 
2,481 


1670      EXTENSIOIS^   OF   GOVEKNMENT   CONTROL   OF   RAILROADS. 

Numher  of  employees,  by  classes,  Oct..  16,  1917,  Dec.  16,  1917,  Oct.  16,  1918,  Jan.  16, 

1919— Continued. 


Railroad. 


ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 

■  west) 

Bessemer  &  Lake  Erie , 

Buffalo  &  Susquehanna 

Central  of  New  Jersey 

Cumberland  Valley 

Grand  Ranids  &  Indiana 

T/ons  Island 

New  York,  Philadelphia  &  Norfolk.. 

Pennsylvania  (eastern  lines) 

Pennsylvania  (western  lines,  includ- 
ing P.  C.  C.  &  St.  I..) 

Philadelphia  &  Reading 

Western  Maryland 

West  Jersey  &  Seashore 


Miles  of 
road 
Oct., 
1918. 


Levermen  (nontelegraphers) 


Oct., 
1917. 


5, 142 
225 
297 
646 
164 
570 
39S 
122 

5,342 

4,141 

1,629 

708 

360 


Total,  Allegheny  Region 19, 744 


POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 

O.ofTnd.) 

Norfolk  &  Western 

Virginian 


2,499 

2,088 

489 


28 


16 

10 

2 

332 

209 
45 


Total,  Pocahontas  Region |      5, 076 


SOUTHERN  REGION. 


Alabama  -t  Vicksburg 

Alabama  Great  Southern 

.\tlanta  &  West  Point 

Atlanta,  Birmingham  &  Atlantic... 

Atlantic  Coast  Line 

Carolina,  Clinchfield  &  Ohio 

Central  of  Georgia 

Charleston  &  Wastern  (^arolina 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  East  Coast 

Georgia 

Georgia  Southern  <fe  Florida , 

Gulf  &  Ship  Island 

Gulf,  Moliile&  Northern 

Illinois  Central  (including  Y.  &  M.V.) 

liouisville  &  Nashville 

Louis\dlle,  Henderson  &  St.  Louis... 

Mississippi  Central 

Mobile  Si  Ohio 

Nashville,  Chattanooga  &  St.  Louis.. 

New  Orle;>ns  it  NortheiVstern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Riclimond,  Fredericksburgh  &  Po- 
tomac (including  Washington 
Southern) 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 


Total,  Southern  Region. 


NORTHWESTERN  REGION. 


Chicago  &  North  Western 

Chicago  G  reat  Western 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.    Paul,   Minneapolis  & 

Omaha 

Puluth  &  Iron  Ranee 

Dulutli,  Missat)e  <V-  Northern 

Duluth,  South  Shore  &  Atlantic 

Elgin,  .Toilet  &  Eastern 

Great  Northern 


141 
312 

225 

640 
4,497 

291 
1,918 

341 

337 
765 
329 
402 
307 
404 
6,164 
4,997 
200 
164 
987 
1,248 
196 
285 
S97 


123 

3, 563 

6,983 

278 

293 


8,090 

1,946 

10,306 

1,749 
285 
411 
601 
808 

8, 258 


27 
726 


45 


Dec, 
1917. 


53 


17 

11 

2 

327 

216 

57 

2 

23 

741 


Oct., 
1918. 


65 


Jan., 
1919. 


33 


37 


26 


12 


37,287    250 


131 
41 
60 

26 
3 

14 
2 

19 

77 


13 

101 

36 

3 


17 

10 

3 

407 

168 
44 


775 


46 


32 


27 


437 

201 

49 

2 

25 


854 


Telegrapher-clerks. 


Oct., 
1917. 


144 
16 


17 
16 
37 
75 
3 
293 

265 
142 
18 
57 


Dec, 
1917. 


148 
13 


14 
17 
38 
75 
3 
257 

278 
142 
18 
37 


1,083  !  1,040 


54 


64 


13 


56 


34 


273 


155 
65 
64 

21 
3 
9 
2 

25 


10 


276 


121 
42 
105 

24 
3 

12 
2 

20 


13 

118 

51 

3 


29 


4 

31 

205 

1 

80 

19 

57 
2 

37 

30 
5 

13 
247 
208 
5 
1 
6 

40 

25 
7 

19 


144 

509 

15 

17 


4 

40 

223 

2 

106 

15 

1 
2 

50 

30 
1 

13 
316 
231 
4 
1 
5 

43 


7 

152 

529 

14 

19 


343  I  1,746  1,840 


180 

644 

35 

75 

116 

231 

20 

128 

3 

12 

9 

4 

3 

40 

26 

1 

82 

287 

555 

52 

215 

157 
9 
6 

40 
1 

248 
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Miles  of 
road 
Oct., 
1918. 

Levermen  (nontelegraphers). 

Telegrapher-clerks . 

Railroad. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

NORTHWESTERN  REGION— Continued. 

101 
1,647 

4,243 

6,571 

2,069 
556 

9 

58 

116 
364 

61 
36 

9 

57 

119 
346 

85 
35 

8 
64 

125 
342 

61 
43 

4 

9 

35 
22 

18 
2 

9 

43 
29 

17 
3 

6 

42 
25 

13 
3 

13 

54 
38 

15 
3 

55 

Minneapolis,  St.  Paul  &  Sault  Ste. 

136 

305 

Oregon-Washington  Railroad  <t  Nav- 

96 

Spokane,  Portland  &  Seattle. 

44 

Total,  Northwestern  Region. . . 

47, 191 

459 

533 

500 

597 

2, 066 

1,934 

2,022 

1,851 

CENTRAL  WESTERN  REGION. 

378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 

1,100 

2,652 

255 

12 
835 

57 
113 

79 

43 

179 

20 

54 

25 

1 

30 

38 

34 

50 

466 

1 

168 

6 

10 
853 

57 
115 

*  87 

•  26 

200 
19 
45 
27 
1 
34 
44 
30 
99 

500 

""ni' 

5 

13 
863 

62 
147 

76 

21 

400 

15 

49 

29 

1 

37 

43 

29 

109 

511 

2 

68 

5 

8 

Atchison,  Topeka  &  Santa  Fe 

87 
31 
27 
73 
4 

83 
10 
5 
3 

90 
30 
18 
91 
4 

85 
9 

23 
3 

95 
28 
26 
83 

79 
5 
5 
3 

125 
25 
25 
97 
4 

88 
9 

19 
3 

922 
62 

124 

Chicago,  Burlington  &  Qiiincy 

57 
10 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.  1.  &  G.) 

Chicago,  Terre  Haute  &  Southeastern 
Colorado  &  Soutliern        

348 
19 
50 

Denver  &.  Rio  Orande  

28 

1 

1,028 
1,168 

507 
2,345 
7,051 

248 
3,872 
1,011 

37 

6 

14 

8 

150 

6 
14 

lis 

6 
15 

8 
158 

9 

13 

9 

174 

42 

29 

Oregon  Short  Line      

110 

Southern  Pacific  (Pacific  System). . . 

496 
4 

Union  Pacific  (including  St.  J.  &  G.I.) 
Western  Pacific        

39 

8 

49 

8 

27 
12 

40 
11 

48 
9 

Total,  Central  Western  Region . 

51,490 

548 

555 

550 

651 

2,211 

2,266 

2,480 

2,404 

SOUTHWESTERN  REGION. 

Fort  Worth  &  T)enver  City          .   . 

354 
235 
920 

1,937 
887 
232 

1,160 
737 

837 

302 

366 

3.56 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2, 546 

1,947 

171 

329 

257 

38 
17 

43 
16 
29 

57 
41 
19 

58 
30 

90 

11 

2 

9 

135 

47 

286 

38 

401 

8 

50 

35 

97 

84 

13 

7 

5 

43 

12 

■-■■-■ 

4 

17 
49 
10 

90 

7 

1 

10 

145 

20 

189 

26 

444 

8 

36 

29 

56 

90 

12 

2 

4 

46 

Fort  Worth  &  Rio  Grande     

13 

40 

Gulf, Colorado  &  Santa  Fe 

20 
16 
2 

10 
4 

2 

20 
2 
3 

10 
4 

5 

20 

3' 

3 

4 

6 

25 
2 
3 

12 
6 

6 

53 

14 
17 
59 
29 

92 

10 

2 

7 

99 

67 

202 

26 

290 

12 

41 

38 

98 

92 

13 

9 

3 

38 

24 

Houston  East  &  West  Texas 

International  &  Great  Northern 

Kansas  City,  Mexico  &  Orient  System 
Kansas  City  Southern  (including  T. 
&  F.  S.)  " 

20 
69 

24 

94 

:. 

6 

1 

Missouri  &  North  Arkansas    

10 

Missouri,  Kansas  Sc  Texas 

10 
29 

58 

9 
16 

58 

30 
32 
61 

37 
24 
68 

196 

Missouri,  Kansas  &  Texas  of  Texas . . 

27 
253 

San  Antonio  &  .\ransas  Pass 

22 

36 
2 
4 

'""so' 

21 
2 

38 

2 

4 

3 

•    57 

20 
2 

33 
2 
4 
4 
74 
19 
3 

46 
3 
6 
4 
85 
20 
3 

510 

St.  Louis-San  Francisco  &  Texas 

St  Louis  Southwestern 

4 

53 

St.  Louis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  Lines) 

33 

95 
86 

Vicksburg,  Sliroveport  &  Pacific 

Wichita  Falls  &  Northwestern     . .  . 

11 

8 

6 

Total,  Southwestern  Region . . . 

31, 633 

266 

253         298 

350 

1,328 

1,611 

1,351 

1,689 

Grand  total,  all  regions 

228, 757 

3,412 

3,472     3,475 

3,959 

10,993    11,278 

11,271 

11,480 
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Railroad. 

Miles  of 
road 
Oct., 
1918. 

A 

gent-telegraphers . 

Station  agents  (non- 
telegraphers). 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Total,  New  England  district 

8,159 
21.352 

(5,825 

1,346 

2,485 

625 

1,287 

2,483 

635 

1,381 

2,424 

641 

1,306 

2,395 

628 

921 

1,775 

548 

927 

1,714 

550 

1,000 

1, 682 

529 

876 

Total,  Central  district 

1  622 

Total,  Ohio-Indiana  district   

507 

Grand  total,  Eastern  Region... 

36,336 

4,456 

4,405 

4,446 

4,329 

3,244 

3,191 

3,211 

3,005 

Total,  Allegheny  Region 

19,744 
5,076 
37,287 
47, 191 
51,490 
31,633 

1,.585 
386 
3, 105 
3,702 
3,851 
1,984 

1,599 
391 
3,172 
3,7.59 
3,842 
1,994 

1,5;34 
395 
3, 154 
3,752 
3,769 
1, 951 

1,483 
393 
3,107 
3,684 
3, 768 
2,059 

2,844 
395 
2,816 
1,662 
1,  733 
1,691 

2,829 
369 
2,809 
1,659 
1,718 
1,756 

2,884 
377 
2,752 
1,632 
1,837 
1,624 

2  883 

Total,  Pocahontas  Region 

'376 

Total,  Southern  Region 

2,858 
1  594 

Total,  Northwestern  Region 

Total,  Central  Western  Region 

Total,  Southwestern  Region 

1,758 
1,594 

Grand  total,  all  regions 

228,757 

19,069 

19, 162 

19,001 

18,823 

14,385 

14,331 

14,317 

14,068 

EASTERN  REGION. 

New  England  district. 
Bangor  &  Aroostook 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

92 

45 

453 

39 

55 

31 

212 

351 

68 

90 

45 

440 

42 

54 

29 

211 

308 

68 

85 

50 

513 

35 

47 

20 

207 

352 

72 

82 

59 

427 

48 

55 

21 

210 

336 

68 

4 

86 

265 

20 

49 

7 

32 

445 

.     13 

4 

89 

269 

22 

51 

6 

33 

440 

13 

4 
83 

322 
29 
45 
11 
40 

455 
11 

Boston  &  Albany 

67 

Boston  &  Maine 

270 

Central  New  England 

20 

Central  Vermont 

49 

Grand  Trunk  in  New  England 

Maine  Central 

6 
34 

New  York,  New  Haven  &  Hartford. 
Rutland 

412 
11 

Total,  New  England  district. . . 

8,159 

1,346 

1,287 

1,381 

1,306 

921 

927 

1,000 

876 

Central  district. 
Ann  Arbor 

294 
585 
903 
996 
353 
62 

2,259 

97 

222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 

225 

94 

63 

129 

2,519 

26 
60 

116 

154 

27 

1 

327 
16 
10 

178 
•132 

25 
60 
105 
149 
25 

24 
61 
114 
148 
27 

25 

60 

103 

144 

24 

20 

35 

60 

118 

14 

3 

206 

7 

13 

154 

172 

11 

436 

58 

42 

10 

158 

67 

8 

5 

3 

175 

20 

34 

63 

121 

13 

4 

207 

7 

13 

«7 

171 

12 

452 

55 

42 

10 

142 

68 

6 

6 

3 

168 

18 

35 

51 

117 

11 

4 

207 

7 

11 

135 

168 

13 

415 

49 

38 

10 

157 

60 

6 

6 

1 

163 

20 

Buffalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson 

29 
70 

Delaware,  Lackawanna  &  Western. . 
Detroit  &  Mackinac 

120 
13 

Detroit  &  Toledo  Short  Line 

4 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

331 

16 

11 

182 

145 

310 

•      15 

8 

166 

127 

308 

15 

8 

165 

124 

247 
6 

Lehigh  &  New  England 

9 

Lehigh  Valley 

94 

Michigan  Central 

159 

Monoiigahela 

12 

New  York  Central 

786 

"59 

100 

48 

185 

15 

12 

10 

26 

197 

762 
60 

107 
62 

186 
14 
12 
10 
26 

195 

773 
59 

113 
43 

187 
14 
11 
7 
26 

191 

755 
55 

104 
55 

199 

14 

12 

8 

26 

191 

403 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western 
Pere  Marquette 

55 

33 

8 

106 

Pittsburgh  &  Lake  Erie 

58 

Pittsburgh  i^  Shawmut 

5 

Pittsburgh  &  West  Virginia 

8 

Ulster  &  Delaware 

1 

Wabash 

162 

Total,  Central  district 

21,352     2,485 

2,483 

2,424 

2,395 

1,775 

1,714 

1,682 

1,622 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louisville... 
Cincinnati,  Indianapolis  &  Western. . 
Cincinnati  Northern 

6.57 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

■    49 
34 
17 

189 
32 
45 
21 
94 
51 
54 
39 

49 
33 
17 

190 
32 
45 
21 

100 
51 
54 
43 

55 
28 
19 

199 
30 
45 
18 
97 
51 
56 
43 

58 
32 
16 

191 
30 
45 
18 
94 
51 
52 
41 

57 
24 
21 

199 
19 
41 
23 
54 
31 
35 
44 

57 
24 
21 

207 
20 
35 
23 
54 
32 
35 
42 

48 
26 
17 

212 
21 
32 
25 
52 
39 
28 
29 

50 
22 
20 

Cleveland,  Cincinnati,  Chicago  &  St. 
Louis 

189 

Detroit,  Toledo  &  Ironton 

17 

Hocking  Valley 

34 

Kanawha  &  Michigan 

25 

Lake  Erie  &  Western 

.56 

Toledo  &  Ohio  Central 

32 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie 

30 
32 

Total,  Ohio-Indiana  district. . . 

6,825 

625 

635 

641 

628 

548 

■550 

529 

507 

36,336 

4,456 

4,405 

4,446 

4,329 

3,244 

3,191 

3,211 

3,005 
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Railroad. 

Miles  of 
road 
Oct., 
1918. 

Agent-telegraphers . 

Station  agents  (non- 
telegraphers). 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 
west).  - 

5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

708 

360 

312 
13 
14 

129 
10 
43 

122 
33 

305 

226 
276 
63 
39 

299 
13 
15 

128 
10 
42 

127 
36 

319 

225 
287 
63 
35 

276 
17 
13 

132 

5 

48 

128 
35 

270 

212 

292 
55 
51 

320 
17 
14 

131 
3 
47 

128 
34 

262 

200 

228 

64 

35 

676 
41 
11 
88 
38 
56 
57 
18 

899 

590 

218 

87 

65 

670 
41 
11 
89 
36 
55 
56 
15 

918 

593 
196 
87 
62 

700 
39 
7 
92 
40 
46 
85 
15 

937 

599 
188 
72 
64 

657 

Bessemer  &  Lake  Erie 

36 

Buffalo  &  Susquehanna 

4 

Central  ol  New  Jersey 

83 

Cumhorland  Valley 

39 

Orand  Rapids  &  Indiana 

47 

Long  Island 

85 

New  York,  Philadelphia  &  Norfolk.. 
Pennsylvania  (eastern  lines)  

15 

977 

Pennsylvania  (western  lines,  includ- 
ing P.,  C.,C..  ct  St.L.) 

Philadelphia  &  Reading 

602 
202 

Western  Maryland 

73 

West  Jersey  &  Seashora 

63 

Total.  Allegheny  Region 

19,744 

1,585 

1,599 

1,534 

1,483 

2,844 

2,829 

2,884 

2,883 

POC.\HONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 
&  O.  of  Ind.) 

2,499 

2,088 

489 

153 
195 
38 

154 
197 
40 

159 
195 
41 

161 
190 
42 

235 
140 
20 

205 
138 
26 

217 
129 
31 

214 

Norfolk  &  Western 

137 

Virginian 

25 

Total,  Pocahontas  Region 

5,076 

386 

391 

395 

393 

395 

369 

377 

376 

SOUTHERN  REGION. 

Alabama  &  Vicksbur? 

141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 
6,164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 

123 

3,  .563 

6,983 

278 

293 

10 
19 
13 
32 
351 

'i6.5' 
29 

62 

59 

29 

35 

31 

34 

635 

405 

20 

12 

104 

117 

14 

32 

43 

10 
24 
14 
46 

360 
18 

137 
25 

46 

63 

26 

35 

36 

32 

639 

410 

18 

11 

103 

121 

16 

33 

46 

8 

24 

15 

44 

358 

,    8 

110 

30 

44 

71 

27 

37 

27 

34 

674 

383 

18 

11 

105 

116 

19 

34 

45 

9 
25 
15 
45 

341 
19 

129 
29 

49 

65 

27 

31 

34 

32 

649 

376 

14 

11 

105 

120 

16 

34 

40 

12 
27 
32 
35 

303 
35 

178 
29 

30 
17 
34 
17 
15 
27 

458 

454 

20 

5 

69 

107 
8 
2 

114 

33 

206 

493 

20 

29 

16 
23 
31 
36 

306 
10 

1.52 
32 

26 

16 

36 

17 

11 

24 

499 

458 

21 

6 

71 

95 

13 

2 

106 

32 
220 
498 
20 
32 

15 
24 
30 
27 

303 
25 

175 
31 

22 

15 

34 

18 

17 

28 

470 

452 

20 

6 

53 

106 

15 

2 

90 

36 

206 

489 

19 

24 

14 

-Mabama  Great  Southern 

23 

Atlanta  &  West  Point 

26 

Atlanta,  Birmingham  &  Atlantic 

Atlantic  Coast  Line 

32 
320 

Carolina,  Clinchfleld  &  Ohio 

10 

Central  of  Georeia 

145 

Charleston  &  Western  Carolina 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

39 
24 

Florida  East  Coast 

14 

Georgia 

33 

Georgia,  Southern  &  Florida 

20 

Gulf&  Ship  Island 

12 

Gulf,  Mobile  &  Northern 

30 

Illinois  Central  (including  Y.  &  M.  V.) 
Louisville  &  Nashville 

523 

487 

Louisville,  Henderson  &  St.  Louis... 

23 
6 

Mobile  &  Ohio 

52 

Nashville,.Chattanooga  &  St.  Louis. . 

New  Orleans  &  Nortlieastern 

New  Orleans  <  ireat  Northern 

Norfolk  Southern 

93 

13 

2 

95 

Richmond,  Fredericksburf^h  &  Poto- 
mac (including  Washington  South- 
ern)   

36 

285 

593 

19 

17 

309 

560 

19 

15 

281 

600 

19 

12 

287 

572 

IS 

15 

207 

Southern 

Southern  in  Mississippi 

527 
20 

Tennessee  Central 

32 

Total ,  Southern  R  egion 

37, 287 

3, 105 

3, 172 

3,154 

3,107 

2,816 

2,809 

2, 752 

2,S58 

NORTHWESTERN  REGION. 

8,090 

1,946 

10,306 

1,749 
285 
411 
601 
808 

739 
163 

814 

14S 

9 

20 

31 

19 

733 
151 

851 

169 
11 
21 
31 
19 

715 
1.56 
839 

163 
10 
17 
30 

18 

715 
115 
832 

158 
11 

18 
25 

18 

416 

71 

381 

74 
24 
9 
19 
19 

361 
67 
409 

76 

24 

8 

20 

18 

417 

69 

372 

72 
19 
8 
22 
19 

388 

50 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.    Paul,   Minneapohs   & 

375 
76 

17 

Duluth,  Missabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 

Elgin,  Joliet  &  Eastern 

8 
29 
19 
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Railroad. 

Miles  of 
road 
Oct., 
1918. 

Agent-telegraphers . 

Station  agents  (non- 
telegraphers). 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

MORTHWESTERN  REGION— Continued . 
Great  N^orthern 

8,258 

101 

1,647 

4,243 
6,571 

2,069 
556 

650 

1        1-^ 
'       182 

365 
424 

92 
31 

606 
15 

182 

418 
415 

101 
33 

652 

190 

389 
447 

88 
31 

671 

7 
175 

405 
424 

78 
32 

244 
3 

47 

95 

187 

61 
12 

255 

3 

42 

96 
196 

72 
12 

240 

8 
50 

97 
169 

58 
12 

228 

Mineral  Ranre 

6 

43 

M'inneapolis,  St.  Paul  &  Sault  Ste. 

94 

Northern  Pacific 

186 

Orea;on-\Vashin!^ton      Railroad      & 
Navigation  Co 

64 

Spokane,  Portland  &  Seattle 

11 

Total,  Northwestern  Region... 

47,191 

3,702 

3,759 

3,752 

3,684 

1,662 

1,659 

1,632 

1,-594 

CENTRAL   WESTERN  REGION. 

378 
9,439 
1,051 
1,131 
9, 628 

247 

8,005 

374 
1,100 
2. 652 

2.55 
1,028 
1,168 

507 
2,345 
7,0.51 

248 
3,872 
1,011 

15 
602 
124 
117 

887 
31 

754 
32 
71 

116 
19 
28 
44 
42 

139 

452 
29 

290 
59 

21 
643 
130 
119 
927 

27 

743 
34 
58 

105 
11 
27 
43 
42 

126 

441 
26 

268 
51 

15 
591 
126 
118 
915 

25 

724 
30 
74 

105 
13 
28 
43 
41 

117 

445 
29 

278 
52 

24 
625 
127 
117 
901 

10 

698 
31 
48 

106 
12 
30 
45 
42 

126 

442 
22 

316 
46 

36^ 
35 
54 

280 
19 

306 
IS 
32 
44 
1 
22 
19 
44 
41 

259 
12 

155 
15 

4 

368 

36 

57 

281 

18 

320 
16 
21 
64 
4 
21 
20 
41 
55 

215 
IS 

142 
17 

9 
378 
38 
58 
321 
10 

314 
21 
24 
63 
3 
20 
22 
40 
57 

261 
11 

171 
16 

4 

.\tchison,  Topeka  &  Santa  Fe 

368 
38 

57 

,'^.hicago,  Burlington  &  Quincy 

308 
6 

Jhicaw,  Roclc  Island  &  Pacific  (in- 
cluding C  ,  R   I  &  (t  ) 

307 

Chicago,  Terre  Haute  &  Southeastern 

15 
20 

60 

4 

El  Paso  &  Sonthwestern 

20 

20 

Northwestern  Pacific 

39 

Oregon  Short  Line 

59 

Southern  Pacific  (Pacific  System). . . 
Toledo,  I'e  )ria  &  Western 

246 
13 

Union  Pacific  (including  St.  J.  &G.  1.) 
Western  Pacific 

160 
14 

Total,  Central  Western  Region . 

.51,490 

3,851 

3,842 

3,769 

3,768 

1,733 

1,718 

1,837 

1,758 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  Citv 

354 
235 
920 

1,937 
887 
232 

1,160 
737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

72 1 

4,778 

134 

969 

815 

2, 545 

1,947 

171 

329 

257  1 

25 
10 

'"""ss" 

51 

18 
70 
40 

67 

15 

33 

31 

133 

103 

502 

43 

332 

5 

58 

49 

94 

155 

21 

24 

14 

22 
9 
52 
102 
52 
15 
71 
35 

68 
15 
25 
32 

125 
71 

507 
54 

327 
5 
59 
47 
94 

157 
20 
14 
16 

19 
10 

'""94' 

53 

8 

67 

39 

70 
16 
25 
29 

130 
55 

562 
38 

350 

5 

47 

45 

83 

158 
20 
15 
13 

22 
9 
51 
95 
41 
16 
66 
41 

72 
19 
25 
32 

147 
62 

554 
48 

357 

6 

49 

46 

93 

154 
21 
18 
15 

20 
9 

""129' 

50 

5 

53 

15 

64 

16 
5 

13 
106 

85 
436 

51 

299 

5 

49 

37 
147 

72 

10 

8 

18 
115 
42 
5 
54 
25 

61 

16 

5 

10 

116 

120 

396 

52 

327 

6 

47 

68 

141 

72 

6 

19 

4 

20 

8 

""96" 
26 
14 
52 
18 

61 
18 
11 
9 
87 

121 

371 
48 

328 

4 

36 

55 

137 
74 
4 

16 
10 

20 

Fort  Worth  &  Rio  Grande... 

g 

Guir  Coast  Ivines 

15 

Gulf.  Colorado  <&  Santa  Fe 

93 

Houston  &  Texas  Central 

47 

Houston  East  &  West  Texas 

International  &  Great  Northern 

Kansas  City,  Mexico  &  Orient  System 
Kansas  City  Southern  (including 
T.  &  F.  S.) 

4 
54 
17 

14 

Midland  Vallev 

11 

Missouri  &  North  Arkansas 

10 

-Missouri,  Kansas  &  Texas 

79 

Missouri,  Kan.sas  &  Texas  of  Texas. . 
Missouri  Pacific 

116 
390 

San  A  ntonio  &  Aransas  Pass 

44 
285 

St.  I.ouis-Sau  Francisco  &  Texas 

St.  Pouis  Southwestern 

3 
41 

St.  T^ouis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  Lines) 

Texas  Pacific 

56 
135 

Vicksburg,  Shreveport  &  I'acific 

Wichita  Falls  &  Northwestern 

Wichita  Vallev 

4 

13 
5 

Total,  Southwestern  Region... 

31,633 

1,984 

1,994 

1,951 

2,0.59 

1,691 

1,756 

1.624 

1,594 

Grand  total,  all  regions 

228,7.58 

19,0ti9 

19,162  1 

9,001 

18,823  1 

14,385  j 

H,3?l  1 

14.317  } 

4,068 
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Number  of  emploijees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  191S,  Jan.  16, 
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Railroad. 

Miles 

of  road 

October, 

1918. 

Station  agents  and 
assistants. 

Station  service  emploj 

•ees. ' 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

8,159 
21,352 
6,825 

S3 

118 

5 

32 

120 

5 

33 

127 

10 

34 

143 

5 

10,071 

27, 163 

2,345 

8,964 

25, 620 

2,042 

10,0.53 

21,465 

2,299 

8,498 

21 , 250 

2,116 

Grand  total,  Eastern  Region... 

36,336 

176 

157 

170 

182 

39, 579 

36, 626 

33, 817 

31,864 

19,744 
5,076 
37,287 
47, 191 
51,490 
31, 633 

170 
11 
72 
38 
69 
51 

170 
13 

134 
36 
68 
32 

194 
16 
80 
42 
82 
34 

187 
18 

121 
59 
91 
32 

23, 234 
2,426 
17, 364 
13,  769 
14, 425 
7,157 

21,391 
2,830 
16, 664 
11,609 
14,413 
6,478 

21, 434 

2,778 
18, 267 
13, 557 
13, 694 

6,761 

20, 930 
2, 450 

Total,  Southern  Region 

16, 728 

Total,  Northwestern  Region 

11,267 
12, 120 
5, 843 

Total,  Central  Western  Region 

Total,  Southwestern  Reerion 

Grand  total,  all  regions 

228,757 

587 

610 

618 

690 

117,954 

110,011 

110,308 

101,202 

EASTERN  REGION. 

New  England  district. 

632 
394 

2,484 
301 
536 
172 
1,217 
2,008 
415 

54 
929 

2,932 
156 
435 
187 
308 

4,941 
129 

58 
890 

2,502 
1.53 
433 
397 
282 

4,120 
129 

50 
858 

3,970 
148 
372 
164 
319 

4,029 
143 

45 

7 
23 

7 
8 

7 
10 

9 
9 

910 

2,729 

Central  New  England 

130 

Central  Vermont 

2 

2 

1 

1 

1 

11 

2 

2 
...... 

12 

1 

382 

Grand  Trunk  in  New  England 

316 

Maine  Central 

1 
18 
2 

1 
13 

1 

374 

New  York,  New  Haven  &  Hartford. . 

3,477 
135 

Total,  New  England  district... 

8.159 

53 

32 

33 

34 

10,071 

8,964 

10, 053 

8,498 

Central  district. 
Ann  Arbor  

294 
585 
903 
996 
353 
62 

2,259 

97 

222 

1, 436 

1, 862 
108 

5, 685 
523 
568 
136 

2,233 

225 

94 

63 

129 

2,519 

59 

347 

822 

3,073 

73 

15 

5,027 

11 

38 

2,729 

1,611 

31 

9,749 

421 

277 

242 

840 

325 

4 

134 

33 

1,302 

63 

216 

651 

3, '139 

69 

9 

5, 068 

11 

35 

2,178 

1,539 

23 

9,131 

402 

372 

217 

844 

377 

5 

113 

33 

1,125 

57 

247 

579 

2, 536 

46 

5 

2,485 

10 

36 

2,304 

1,531 

34 

8,473 

335 

269 

232 

645 

418 

6 

89 

25 

1,103 

63 

Buffalo,  Rochester  &  Pittsburgh 

1 
2 

12 

1 

2 
12 

2 
2 
12 

1 
2 
12 

183 
528 

Delaware,  Lackawanna  <fc  Western. . 
Detroit  &  Mackinac         .   .- 

2,595 
62 

Detroit  &  Toledo  Short  Line 

7 

Erie  (^including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

10 

10 

17 

17 

2,892 
10 

Lehisii  &  New  England 

36 

Lehigh  Valley 

6 
15 

6 
17 

6 

17 

6 
31 

2,182 

Michigan  Central 

1,453 

Monongahela 

22 

N  ew  York  Central 

63 

63 

64 

65 

8,240 

New  York,  Chicago  &  St.  Louis 

370 

New  York,  Ontario  &  Western 

308 

New  York,  Susquehanna  &  Western 

370 

1 
3 

1 
3 

1 
3 

1 
3 

611 

Pittsburgh  &  Lake  Erie  

353 

Pittsburgh  <t  Shawmut 

Pittsburgh  &  West  Virginia 

1 

1 

1 

1 

64 

Ulster  &  Delaware 

20 

Wabash      

4 

4 

2 

4 

881 

Total,  Central  district 

21,352 

118 

120 

127 

143 

27, 163 

25, 620 

21, 465 

21, 2,50 

Ohio-Indiana  district. 
Chicago,  Indianapolis  &  Louisville... 

657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

219 
35 
60 

1,143 
35 
246 
43 
174 
96 
130 
164 

248 
28 
56 

1,004 
37 

146 
48 

165 
99 
52 

159 

236 
56 
56 

1,130 
35 
218 
139 
154 
110 
39 
126 

274 

Cincinnati,  Indianapolis  &  Western.. 

32 

Cincinnati  Northern 

54 

Cleveland,  Cincinnati,  Chicago  &  St. 

5 

I  085 

Detroit,  Toledo  &  Ironton 

'   27 

1 

1 

1 

1 

113 

100 

Lake  Erie  &  Western 

153 

Toledo  &  Ohio  Central 

Toledo,  St.  Louis  <t  Western 

1 

1 

1 

1 

115 
39 

3 

3 

3 

3 

124 

Total,  Ohio-Indiana  district. . . 

6,825 

5 

5 

10 

5 

2, 345 

2,042 

2,299 

2,116 

36,336 

176 

157 

170 

182 



39,579 

36, 626 

33,817 

31,864 

' '''Station  Service  Employees"  exclude  clerics  above  and  below  S900  per  annum,  telegrapher-clerks, 
agent-telegraphers,  station  agents  (nontelegraphers),  and  station  masters  and  assistants. 
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Railroad. 


I    Miles 
I  of  road 
I  October, 
1918. 


Station  agents  and 
assistants. 


Oct., 
1917. 


.U-LEGHENT  REGION.  ' 

Baltimore  &.  Ohio(lines  east  and  west)  5, 142 

Bessemer  &  Lake  Erie ,  225 

Buffalo  &  Susquehanna 297 

Central  of  New  Jersey i  646 

Cumberland  Valley J  164 

Grand  Rapids  &  Indiana 570 

Long  Island j  398 

New  York,  Philadelphia  &  Norfolk. . \  122 

Pennsylvania  (eastern  lines) j  5,342 

Pennsylvama  (western  lines,  includ-  i 

ingP.,  C,  C.  &  St.  L.) :  4,141 

Philadelphia  &  Reading i  1,629 

Western  Maryland 70S 

West  Jersey  '&  Seashore 360 

Total,  Allegheny  Region ;  19, 744 


34 


POCAHONT.^S  REGION. 


82 


Dec, 
1917 


34 


87 


170       170 


11 


Chesapeake  &.  Ohio  (including  C.  & 

O.  of  Ind.) '  2, 499 

Norfolk  &  Western !  2,088 

Virginian j  489 

Total,  Pocahontas  Region [  5, 076 

SOUTHERN  REGION. 

Alabama  &  Vicksburs^ ■  141 

Alabama  Great  Southern I  312  | 

Atlanta  &  West  Point 225 

Atlanta,  Birmingham  &  Atlantic I  640 

Atlantic  Coast  Line I  4, 497 

Carolina,  Chnchfield  &  Ohio i  291 

Central  of  Geortria 1,918 

Charleston  &  Western  Carolina 341 

Cincinnati,  New  Orleans  &  Texas  | 

Pacific 337 

Florida  East  Coast '  765 

Georgia 329 

Georgia,  Southern  &  Florida 402 

Gulf  &  Ship  Island 307 

Gulf.  Mobile  &  Northern 404 

IllinoisCeatral  (including  Y.  &  M.V.).  6, 164 

Louisville  &  Nashville 4,997 

Louisville.  Henderson  &  St.  Louis...  200 

Mississippi  Central 164 

Mobile  &  Ohio 9S7 

Nashville,  Chattanooga  &  St.  Louis..  1,248 

New  Orleans  &  Northe  vstern 196 

New  Orleans  Great  Northern 285 

Norfolk  Southern ,  S97 

Richmond  Freflericksburt'h  &  Poto- 
mac (including  Washington  South-  1 

ern) 123  > 

Seaboard  Air  Line 3,.563 

Southern 6, 9S3  | 

Southern  in  Mississippi 27S  | 

Tennessee  Central 293 

Total .  Southern  Region 37, 287        72 

NORTHWESTERN  REGION. 

Chicago  &  North  West  ern 8, 090 

Chicago  Great  Western 1 ,  916 

Chicago,  Milwaukee  &  St.  Paul 10,306 

Chicago.   St.   Paul,   Minneapolis  &  | 

Omaha 1, 749 

Duluth  &  Iron  Ranee '  285 

Duluth,  Missa'ie  &  Northern '  411 

Diihith,  South  Shore  it  .Vtlantic 601 

Elgin.  Joliot  &  Fastcrn sns 

Great  Northern 8,258 


58 


13 


20 


134 


Oct. 
1918. 


34 


194 


Jan. 
1919. 


35 


99 


Station  service  employees. 


Oct., 
1917. 


4,815 

71 

11 

1,047 

117 

306 

614 

361 

8,861 

3,969 
2,553 

414 
95 


Dec, 
1917. 


23, 234 


1,413 
983 
30 


4,577 

68 

12 

921 

100 

277 

594 

503 

7,685 

3,716 

2,441 

410 

87 


21,391 


1,671 

1,090 

69 


2,426 


11         14 
22         62 


4  I        5 

■■"i 

......... 


3  ' 

1  ;      1 

20         20 


43 

52 
131 

42 
1,611 

38 
661 

56 

317 

75 

325 

65 

26 

26 

3,696 

2,181 

35 

11 

436 

559 

274 

23 

1,372 


376 

1.062 

3,848 

81 

42 


2, 8.30 


49 

87 
133 

70 
1,628 

11 
737 
109 

341 

110 

327 

65 

27 

19 

3,260 

2,327 

46 


80       121      17,364 


3,707 

425 

3,445 

531 
403 

69 
111 

39 
1,889 


364 
573 
314 
26 
455 


373 

1,235 

3,872 

81 

25 


Oct., 
1918. 


4,720 
83 
10 

1,251 

lis 

303 

378 

438 

8,033 

3,790 

1,900 

245 

165 


21,434 


1,593       1,269 

1,150       1,124 

35  57 


2,778 


44 
41 
97 
73 
1,580 
17 
694 
130 

179 

80 

327 

77 

20 

19 

4,394 

2,388 

22 


16,664 


3,382 


369 
617 
33S 
22 
462 


376 

1,628 

4,158 

75 

40 


18, 267 


348 

370 

2, 680 

3,604 

464 

305 

54 

303 

48 

57 

108 

100 

27 

17 

1.324 

1.996 

3,375       3,111 

378 

2, 465 
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Uailroad. 

Miles 

of  road 

October, 

1918. 

'^^*^^s?is^S.^"'           Station  service  emplo> 

'ees. 

Oct., 
1917. 

Dec,   Oct., 
1917.    1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

NORTHWESTERN  REGION— Continued. 
Mineral  Rnna;e 

101 
1,647 

4,243 
6,571 

2,069 
556 

38 

180 

38 

1R3 

35 
214 

695 
1,782 

.571 
133 

14 

Minneapolis  <fe  St.  Louis 

1 

1 

1 

1 

194 

Mini.eapoiis   St.  Paul  &  Sault  Ste. 
Marie 

660  '        87n 

789 

10 
2 

11 

7 

2 

1 

12 

2 
1 

1,6.59 

443 

170 

1,593 

388 
122 

1  519 

Oresjon-Washington     Railroad     & 
Navi"'ation  Co     

350 

1  J         i 

144 

Total.  Nortliwestern  Region... 

47, 191 

378 
9,439 
1,0,51 
1,131 
9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7, 051 

248 

3,872 
1,011 

38  1      36 

42 

59 

■  13, 769 

11,609 

13,557 

11,267 

CENTRAL  WESTERN  REGION. 

.\rizona  Eastern 

47 

2,971 

456 

341 

2,737 

16 

2,243 

16 

363 

47 

2,826 

465 

315 

2,752 

14 

2,138 
26 
oil 

44 

2,662 

3S9 

361 

2,761 

4 

2,039 

31 

211 

521 

13 

103 

ao 

148 

429 

2,669 

38 

1,1.50 
31 

43 

A  tcliison.  Topeka  &  Santa  Fe 

Chicago  &  Alton 

12  j        9 

12 

12 

2,346 
339 

318 

2,245 

5 

2           2 
8           9 

2 
12 

2 
13 

Chicago,  liurlington  &  Quincy 

Chicago,  Peoria  &  St.  Louis 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.  I.  &  G.) 

12         13 

19 

20 

1,984 
28 

Chicago.  Terre  Haute  &  Southeastern 

i        i 

1 

157 
415 

577  !         ^V) 

Denver  &  Salt  Lake 

13 

120 
85 
142 
440 
2,764 
41 

965 

88 

14 
114 

91 

140 

492 

2,803 

14 

1,288 
131 

13 

El  Paso  &  Southwestern 

118 

1  1      1 

1 

1 

89 
136 

Northwestern  Pacific 

6  j        6 
17         21 

6 
20 

6 
29 

408 
2,384 

Southern  Pacific  (Pacific  System). . . 
Toledo.  Peoria  &  Western 

Union  Pacific  (including  St.  J.  & 
G.I.) , 

•  9           5 
1           1 

8 

1 

7 
1 

1,060 
26 

Total ,  Central  Western  Region . 

51, 490 

69  I      68 

82 

91 

14,425 

14,413 

13,694 

12,120 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  City 

354 
235 
920 

1,937 
887 
232 

1,160 
737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 

1 

105 
22 

60 
23 
42 

403 
83 
13 

257 
34 

151 

16 

24 

23 

648 

325 

1,603 

111 

1,171 

22 

115 

125 

846 

311 

44 

14 

14 

66 
20 

""'525' 

82 

18 

164 

29 

156 

22 

.59 

30 

.538 

403 

2,018 

83 

1,186 

18 

70 

100 

778 

342 

35 

8 

11 

53 

Fort  Worth  &  Rio  Grande 

19 

Gulf  Coast  Lines 

97 

Gulf,  Colorado  &  Santa  Fe 

3 

11 

5 

3 

4 

422 
210 

30 
272 

43 

175 

15 

29 

43 

510 

462 

1,678 

116 

1,395 

18 

181 

123 

940 

307 

46 

447 
91 

Houston  &  Texas  Central 

Houston  East  &  West  Texas 

, 

7 

International  &  Great  Northern 

KansasCitv, Mexico*  Orient  System 

1 

1 

1 

2 

153 
27 

Kansas   Citv    Southern   (Including 
T.  &  F.  S.) 

168 

Louisiana  &  Arkansas 

10 

Midland  Vallev 

2 

1 

2 

2 

41 

Missouri  &  North  Arkansas 

25 

1 
3 
2 

1 
7 

1 

4 
5 

1 
7 

1 

5 

4 
1 

7 

2 
4 
5 

1 

7 

582 

276 

1,561 

70 
841 

22 

Missouri.  Kansas  &  Texas  of  Texas . . 
Missouri  Pacific 

San  Antonio  &  Aransas  Pass 

St.  Louis-San  Francisco 

St.  Louis-San  Francisco  &  Texas 

St.  Louis  Southwestern 

80 

St.  Louis  Southwestern  of  Texas 

Southern  I'acific  (Sunset  Lines) 

2 
3 

1 
3 

1 
4 
3 

3 

113 
765 
329 
36 

Vicksbur':'.  Shreveport  &  Pacific 

T.l 

Wichita  Falls  &  Northwestern 

18 

15 

Wichita  Vallev 

15 

15 

1 

1 

Total,  Southwestern  Region... 

31,633 

51         32 

34 

32 

7,157 

6,478 

6,761 

5,843 

Grand  total,  all  regions 

228, 7.57 

587       610 

618 

690 

117,954 

110,011 

110,308 

101,202 

1678      EXTENSION    OF   GOVERNMENT   CONTROL   OF   RAILROADS. 
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1919— Contmued. 


Railroad. 

Miles  of 
road, 
Oct., 
1918. 

Yardmasters. 

Yardmasters'  assistants 
(not  yard  clerks). 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

De-., 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Total,  New  England  district 

8,159 

21,352 

6,825 

231 

674 
164 

250 

687 
156 

248 
C57 
150 

271 
655 
145 

136 

658 
74 

96 
722 
98 

137 

•  821 

109 

155 

Total  C.pntral  district             

798 

Total  Ohio-Indiana  district  

91 

Grand  total,  Eastern  Region... 

36,336 

1,069 

1,092 

1,055 

1,071 

868 

916 

1,067 

1,044 

Total  Allegheny  Region 

19,744 
5,076 
37,287 
47,191 
51,490 
31,633 

826 
119 
455 
486 
563 
276 

897 
108 
449 
451 
574 
261 

993 
126 
499 
460 
551 
281 

1,049 
124 
462 
916 
563 
244 

825 
78 
196 
298 
261 
148 

956 
92 
240 
346 
372 
170 

1,144 
92 
275 
333 
360 
195 

1,113 

Total  Pocahontas  Region 

93 

Total,  Southern  Region 

316 

Total  Northwestern  Region  .  . 

427 

Total,  Central  Western  Region 

Total  Southwestern  Region 

357 
219 

Grand  total,  all  regions 

228,757 

3,794 

3,832 

3,965 

4,429 

2,674 

3,092 

3,466 

3,569 

EASTERN  REGION. 

Neio  England  district. 
Bangor  &  Aroostook 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

4 
17 

60 
4 
5 
2 
5 
129 
5 

4 

17 
62 
5 
5. 
3 
7 
145 
2 

5 

27 

59 

3 

3 

3 

5 

138 

5 

2 
20 
50 

5 

5 

4 

7 
175- 

3 

2 
15 

86 
4 
2 

4' 

23 

2 
16 
62 

4 
2 
1 
3 
6 

2 

20 

81 

3 

2 

2 

5 

22 

4 

Boston  &  Albany 

Boston  &  Maine      

21 
89 

Central  New  England 

Central  Vermont     

8 
1 

Grand  Trunk  in  New  Flngland 

Maine  Central 

5 
5 

New  York,  New  Haven  &  Hartford.. 

22 

Total,  New  England  district... 

8,159 

231 

250 

248 

271 

136 

96 

137 

155 

Central  district. 
Ann  Arbor      

294 

585 
903 
996 
353 
62 

2,259 
97 
222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 
225 
94 
63 
129 

2,519 

6 
18 
40 
68 

2 

2 
74 

2 

10 

27 

117 

10 

193 

7 
15 

9 
26 
10 

7 

18 
38 
68 

2 

"'"'9i" 

2 

9 

27 

110 

11 

196 

6 

15 

10 

25 

14 

6 
19 
42 
76 

2 

3 
105 

2 

9 

35 

58 

11 

195 

8 
18 

8 
22 
16 

.16 

21 

44 

59 

2 

Buffalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson 

13 
19 
24 

13 
21 
26 

13 
19 

28 

n 

23 

Delaware,  Lackawanna  &  Western.. 
Detroit  &  Mackinac 

43 

Detroit  &  Toledo  Short  Line 

2 

128 

"'ho' 

3 

Erie  (including  Chicago  &  Erie) 

Lehigh  it  Hudson  River 

67 

2 

9 

52 

50 

16 

209 

8 

16 

7 

25 

15 

118 

109 

Lehigh  &  New  England 

Lehigh  Valley 

84 
32 

103 
47 

90 
96 

79 

Michigan  Central 

94 

New  York  Central 

233 
35 

248 
31 

274 
30 

266 

New  York,  Chicago  tt  St.  Loiiis 

New  York   (^ntario  A:  Western 

33 

Now  York,  Susquehanna  &  Western. 
Fere  Marquette 

30 
20 
49 

17 

48 

17 
45 

ie 

Pittsburgh  &  Lake  Erie 

78 

Pittsburgh  &  Shawmut .   .   . 

Pittsburgh  &  West  Virginia 

Ulster  &  Delaware 

2 
5 
31 

2 

5 

31 

2 
2 

18 

i 

32 

2 

2 

1 

1 

Wabash 

33 

39 

31 

42 

Total,  Central  district 

21,352 

674 

687 

657 

655 

658 

722 

821 

798 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louisville. . . 
Cincinnati,  Indianapolis  &  Western. 
Cincinnati  Northern 

657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

12 

1 
1 

85 
7 
14 
8 
6 
10 
10 
10 

12 
1 
1 

78 
7 
9 
8 
6 
10 
10 
13 

12 
1 

13 

1 

1 
2 

1 

2 

2 

Cleveland,  Cincinnati,  Chicago  &  St. 
Louis '. 

73 
7 
10 
11 
6 
9 
10 
11 

69 
7 
8 
9 
6 
10 
10 
12 

31 
1 
9 

43 

1 

17 

47 
2 
19 

44 

Detroit,  Toledo  &  Ironton 

1 

Hocking  Valley 

10 

Kanawha  &.  Michigan 

Lake  Erie  &  Western.. 

Toledo  &  ( >hio  Central 

11 

11 

11 

11 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie 

21 

24 

27 

23 

Total,  Ohio-Indiana  district. . . 

6,825 

164 

155 

150 

145 

74 

98 

109 

91 

Grand  total,  Eastern  Region... 

36,336 

1,069 

1,092 

1,055 

1,071 

868 

916 

1 

1,067 

1,044 
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Railroad. 

Miles  of 
road, 
Oct., 
1918. 

Yardmasters. 

Yardmasters'  assistants 
(not  yard  clerks). 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 
west) 

5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 
1,629 

708 
360 

143 

11 

2 

25 

6 

4 

11 

6 

191 

276 

121 

27 

3 

141 
12 
3 
25 
6 
4 

11 

9 

243 

289 

125 

27 

2 

141 
11 

4 

27 

8 

3 

18 

10 

256 

332 

143 

35 

5 

147 

13 

4 

26 

8 

3 

14 

10 

303 

323 

167 

29 

2 

125 
13 

130 
11 

163 
12 

135 

Bessemer  &  Lake  Erie 

7 

Central  of  New  Jersey       

37 

39 

44 

44 

1 

Grand  Rapids  &  Indiana 

14 

6 

5 

476 

106 
43 

14 

4 

6 

600 

106 
46 

19 

9 

8 

713 

105 
67 

14 

Long  Island 

9 

New  York,  Philadelphia  &  Norfolk.. 
Pennsylvania  (eastern  lines) 

8 
741 

Peimsylvania  (western lines,  includ- 
ing P.  C.  C.  &  St.  L.) 

Philadelphia  &  Reading 

97 
57 

Western  Maryland 

West  Jersey  &  Seashore 

4 

Total,  Allegheny  Region 

19, 744 

826 

897 

993 

1,049 

825 

956 

1,144 

1,113 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 
0.  of  Ind.) 

2,499 

2,088 

489 

68 
45 
6 

63 

39 

6 

75 
39 
12 

75 
37 
12 

28 

48 

2 

43 
49 

33 
59 

37 

Norfolk  &  Western 

(6 

Virginian 

Total,  Pocahontas  Region 

5,076 

119 

108 

126 

124 

78 

92 

92 

93 

SOUTHERN  REGION. 

Alabama  &  Vicksbiirg 

141 
312 
225 
640 

4,497 
291 

1,918 
34 

337 
765 
329 
402 
307 
404 
6,164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 

123 

3.563 

6,983 

278 

293 

2 
1 

5 

5 
35 

4 
18 

3 

11 

5 

11 

1 

2 

1 

94 

85 

2 

1 

21 

IP 

S 

2 
4 
5 
5 

44 
4 

17 
4 

13 

8 

12 

1 

3 

] 

75 

89 

2 

1 

22 

25 

2 

2 
2 
3 
4 

43 
5 

17 
4 

11 

8 

14 

3 

3 

1 

87 

91 

1 

1 

20 

32 

6 

2 
4 
1 
4 

44 
5 

16 
4 

13 

7 

11 

3 

3 

1 

80 

85 

1 

1 

22 

27 

2 

Alabama  Great  Sout hern 

i' 

4 

1 

2 

4 

Atlanta  ct  West  Point 

2 

Atlanta,  Birmingham  &  Atlantic 

Atlantic  Coast  Line 

22 
1 
3 

24 

25 

28 

Carolina,  Clinchfleld  &  Ohio 

Central  of  Georgia 

8 

8 

12 

Charleston  &  Western  Carolina 

Pacific 

5 

8 

5 

8 

Florida  East  Coast 

Georgia 

Georgia,  Southern  &  Florida 

Gulf  &  Ship  Island.. 

1 

1 

Gulf,  Mobile  &  Northern 

Illinois  Central  (including  Y.  &  M.  V.) 
Louisville  &  Nashville 

49 

28 

2 

70 
33 
2 

82 
48 
3 

79 

46 

Louisville,  Henderson  &  St.  Loms... 
Mississippi  Central 

3 

Mobile  &  Ohio 

3 

7 
8 

3 

8 
7 

5 
10 
9 

3 

Nashv  ille,  Chattanooga  &  St.  Louis. . 

New  Orleans  &  Northeastern 

New  Orleans  Grent  Northern 

10 

8 

Norfol  k  Southern .' 

4 

5 
43 

66 
1 
2 

3 

37 

63 

1 

1 

3 

6 

57 

71 

1 

3 

3 

6 

40 

73 

1 

3 

3 

8 

4 

50 

3 

9 

5 

53 

? 

14 

4 
58 

1 

Richmond,    Fredericksburg   &    Po- 
tomac    (including     Washington 
Southern) 

14 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

91 

Temiessee  Central 

1 

1 

Total,  Southern  Region 

37,287 

4.55 

449 

499 

462 

196 

240 

275 

316 

NORTHWESTERN  REGION. 

8,090 

1,946 

10,306 

1,749 

■      285 

411 

601 

808 

115 
14 
80 

18 
6 
6 
5 

12 

103 

14 

103 

19 
6 
5 
5 

10 

107 
13 
89 

10 
5 
5 
5 

10 

108 

13 

571 

12 
6 
5 
5 
9 

50 
6 

78 

10 
6 
9 

'"'65' 

43 

5 

92 

9 
4 
6 
1 
67 

50 

5 

66 

IS 
6 
9 
1 

67 

61 

6 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.   Paul,   Minneapolis  & 

101 
14 

Dulul'i  &  Iron  R ange 

2 

Duluth,  Missabe  it  Northern 

Duluth,  South  Shore  &  .Atlantic 

Elgin,  Joliet  &  Eastern 

10 

1 

70 

1680      EXTENSION   OF   GOVERNMENT   CONTROL  OF   RAILROADS. 
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Railroad. 

Miles  of 
road, 
Oct., 
1918. 

Yardmasters. 

Yardmasters'  assistants 
(not  yard  clerks). 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

NORTHWESTERN  REGION— Continued. 
Great  Northern..           

8,2,58 

101 

1,647 

4,243 

6,  .571 

2,069 
556 

77 
3 
11 

30 

88 

23 
4 

67 
3 
9 

14 
72 

18 
3 

83 
2 
10 

28 
69 

21 
3 

65 
2 
9 

15 
71 

22 
3 

28 

28 

30 
1 
0 

""59" 

10 
6 

49 

Mineral  Ranee...             

1 

Minneapolis  &  St.  Louis 

4 

""'35' 

5 
2 

4 

10 
51 

23 
3 

Minneapolis,  St.  Paul  &  Sault  Ste, 
Marie  .                           

10 

Northern  Pacific. . .        

71 

Oregon-Wasliiagton  Raih-oad  &  Nav- 
igation Co 

'>0 

Spokane,  Portland  &  Seattle 

6 

Total,  Northwestern  Region.. . 

47,191 

486 

451 

460 

916 

298 

346 

333 

427 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern.              

378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

.507 
2,345 
7,051 

248 
3,872 
l.Oll 

2 
123 
24 
31 
114 
5 

94 
4 
8 

22 
1 

4 

1 

14 

75 

2 
117 
24 
30 
117 
4 

93 

9 
24 
2 
8 
4 

"u 

79 

2 
104 
27 
26 
115 
4 

86 
9 
8 

23 
1 

19 
4 
1 

16 

65 

3 
106 
27 
26 
127 
4 

m 
9 
4 

22 

1 

23 
4 

1 

40 
7 
8 

41 

1 

45 

7 

6 

44 

1 

Atchison,  Topeka  &  Santa  Fe 

Chicago  A:  Alton 

58 

8 

11 

52 

72 

Chicago  &  Kastem  Illinois 

11 

Chicago,  Burlington  i-  Quincy 

Chicago,  Peoria  &  St.  Louis 

51 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C.,R.  I.  &  Cr.) 

35 

36 

49 

42 

Chicago,  Terre  Haute  &  Southeastern 

10 
10 

9 
9 

13 
12 

Denver  &  Rio  Orande 

14 

Denver  &  Salt  I^ake 

El  Paso  (t  Southwestern 

1 

Los  Angeles  A:  Salt  Lake 

1      .      . 

Northwestern  Pacific 

16 

75 

13 
58 

16 

86 

15 
94 

15 

Toledo,  I'eoria  &.  'Westem 

95 

Union  Pacific  (including  St.  J.  &  G.  I) 
Western  Pacific 

23 
11 

33 
9 

35 

6 

26 
5 

37 

1 

112 

1 

48 

45 

Total,  Central  "Western  Region 

51,490 

563 

574 

551 

563 

261 

372 

360 

357 

SOUTHWESTERN  REGION. 

Fort  "Worth  k  Denver  City 

354 
235 

920 
1,937 

887 

232 
1,160 

737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,  .545 

1,947 

171 

329 

257 

5 

1 

""'26' 
11 

7 

1 
7 
21 
7 

9 

1 

■■■■26" 
10 
1 
9 

8 
1 
5 
21 
6 

3 

Fort  Worth  Sc  Rio  Grande 

1 

1 

1 

1 

Gulf  Coast  Lines. . .        

Gulf ,  Colorado  <t  Santa  Fe 

3 

3 
4 

5 

i' 

5 

4 

Houston  &  Texas  Central 

4 

International  &  Great  Northern 

Kansas  City,  Mexico  &  Orient  System 

13 

13 

9 

5 

6 

4 

Kansas  City  Southern  (including  T. 
&  F.S.) 

IvOiiisiana  &  .Arkansas  ..          

8 
4 

7 

8 
4 
5 

7 
4 
5 

6 
4 
4 

7 

8 

8 

9 

Missouri  &  North  .Vrkansas 

Missouri,  Kansas  &  Texas 

Missouri,  Kansas  &  Texas  of  Texas. .. 
Missouri  Pacific 

San  Antonio  t^-  Aransas  Pass   . 

22 
17 
61 

4 
40 

1 

9 
10 
28 
13 

2 

22 
15 
51 

4 
35 

1 

5 
12 
28 
13 

2 

27 

10 

67 

3 

49 

1 

5 

7 

27 

15 

4 

19 

12 

49 

3 

39 

1 

6 

7 

25 

15 

4 

8 
9 
37 

14 
10 
41 

11 
9 
73 

15 
10 
68 

St.  Louis-San  I'rancisco 

St.  Louis-San  Francisco  <.t  Texas 

St.  Louis  Southwestern 

39 

1 
4 

44 

1 
3 

47 
1 
5 
2 
10 
17 

54 
1 
5 

St.  I/Ouis  Southwestern  of  Texas..    ^ 

2 

Southern  Pacific  (Sunset  Lines) 

Texas  Pacific 

16 
18 

16 
19 

20 
19 

Vicksbiirg  Shreveport  it  Pacific 

Wichita  Falls  it  Northwestern... 

Wichita  Valley 



Total,  Southwestern  Region . . . 

31,633 

276 

261 

281 

244 

148 

170 

195 

219 

Grand  total,  all  regions 

228,757 

3,794 

3,832 

3,965 

4,429 

2,674 

3,092 

3,466 

3,569 
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Number  of  employees,  by  classes,  Oct.  16,  1917,  Dec.  16,  1917,  Oct.  16,  1918,  Jan.  16, 
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Railroad. 


Total,  New  England  district 

Total,  Central  district 

Total,  Ohio-Indiana  district 

Grand  total,  Eastern  Region  . 

Total,  Allegheny  Region 

Total,  Pocahontas  Region 

Total,  Southern  Region 

Total,  Northwestern  Region 

Total,  Central  Western  Region 

Total,  Southwestern  Region 

Grand  total,  all  regions 

EASTERN  REGION. 

New  En<jland  district. 

Bangor  &  Aroostook 

Boston  &  Albany 

Boston  &  Maine 

Central  New  England 

Central  Vermont 

Grand  Trimk  in  New  England 

Maine  Central 

New  York,  New  Haven  &  Hartford. 
Rutland 

Total,  New  England  district.. 

Central  district. 


Ann  Arbor 

Buffalo,  Rochester  &  Pittsburgh. . .. 

Delaware  &  Hudson 

Delaware,  Lackawanna  &  Western. . 

Detroit  &  Mackinac 

Detroit  &  Toledo  Short  Line 

Erin  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

Lehigh  &  New  England 

Lehigh  Valley 

Michigan  Central 

Monongahela 

New  York  Central 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western 

Pere  Marquette 

Pittsburgh  &  Lake  Erie 

Pittsburgh  &  Shawmut 

Pittsburgh  &  West  Virginia 

Ulster  &  Delaware 

Wabash 


Miles  of 
road 
Oct., 
1918. 


8,159 
21,352 
6,825 


36,336 


19, 744 
5,076 
37,  287 
47, 191 
51,490 
31,633 


228, 757 


20,120 


632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 


8,159 


294 
585 
903 
996 
353 
62 

2, 259 
97 
222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 

225 

94 

63 

129 

2,519 


Total,  Central  district |    21, 352 


Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louisville.. 
Cincinnati,  Indianapolis  &  Western. 

Cincinnati  Northern 

Cleveland,  Cinciimati,  Chicago  &  St. 

Louis 

Detroit,  Toledo  &  Ironton 

Hocking  Valley 

Kanawha  &  Michigan 

Lake  Erie  &  Western 

Toledo  &  Ohio  Central 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie .  .• 

Total,  Ohio-Indiana  district. . 

Grand  total,  Eastern  Region.. 

117900— 19— VOL  1 


657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 


6,82.5 


36,336 


Yard  engineers  and  motor- 
men. 


Oct., 
1917. 


1,018 
4,030 


4,955 
649 
2, 153 
2, 450 
2,723 
1,304 


20,306 


7 

105 

366 

20 

18 

7 

45 

434 

16 


1,018 


14 

95 

176 

255 

4 

471 

4 

25 

298 

442 

4 

1,400 

132 

28 

15 

120 

287 


7 

3 

243 


4,030 


42 

12 

2 

397 
34 
83 
18 
35 
90 
31 
93 


Dec, 
1917. 


3,979 


5,767 


5,008 
696 
2,266 
2,569 
2,707 
1,293 


7 

131 

358 

14 


142 

254 

3 


447 

4 

27 

311 

464 

4 

1,429 

112 


15 
127 

288 


5 

3 

239 


3,979 


Oct., 
1918. 


995 

4,017 

822 


5,834 


5,440 
658 
2,421 
2,779 
2,827 
1,323 


21, 282 


7 
97 

377 
22 
29 
12 
49 

387 
15 


Jan., 
1919. 


3,889 
674 


5,451 


5,109 
603 
2,174 
2,597 
2,578 
1,217 


19,729 


995 


16 

91 

138 

.259 

3 

5 

446 

4 

25 

313 

.    430 

5 

1,483 

127 

28 

23 

122 

265 


2 
226 


4,017 


12 
3 

364 
33 
91 
17 
36 
92 
28 
84 


5,767 


36 
13 
2 

378 
37 
91 
18 
35 
91 
27 
94 


822 


5,834 


9 
113 

307 
20 


24 

49 

353 

13 


139 

258 

4 


406 

5 

24 

302 

408 

5 

,473 

135 


17 
126 
281 


Yard  firemen  and  helpers. 


Oct., 
1917. 


966 
4,113 

880 


5,959 


5,099 
679 
2,233 
2,793 
2,798 
1,335 


Dec, 
1917. 


994 
4, 135 


5,955 


5,029 
741 
2,396 
2,575 
2,776 
1,332 


20,896 


7 

105 

359 

20 

18 

11 

45 

385 

16 


966 


20,804 


7 

135 

359 

19 


994 


14 

95 

160 

254 

4 

5 

484 

4 

27 

303 

445 

4 

1,451 

133 

28 

15 

120 

280 


1 

195 


3,889 


35 
11 
3 

330 
35 
51 
18 
32 
58 
20 
81 


674 


5,451 


7 

3 

277 


43 
12 
2 

419 
34 
94 
18 
36 
97 
31 
94 


5,959 


16 

90 

151 

253 

3 

6 

461 

4 

29 

356 

464 

4 

1,457 

123 

28 

15 

146 

277 


6 

3 

243 


4,135 


49 
12 
3 

378 
33 
89 
17 


826 


5,955 


Oct., 
1918. 


1,102 
4,068 


6,028 


5,306 
690 
2,639 
2,859 
2,850 
1,340 


21,712 


7 
99 

388 
11 
28 
13 
50 

491 
15 


1,102 


16 

91 

159 

259 

3 

6 

436 

4 

29 

334 

422 

4 

1,485 

131 

28 

20 

126 

267 


6 

2 

240 


4,068 


41 
13 
2 

382 
35 

106 
18 
35 

103 
27 
96 


6,028 


-106 
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Railroad. 


ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 
west) 

Bessemer  &  Lake  E^rie 

Buffalo  &  Susq.uehaima 

Central  of  New  Jersey 

Cumberland  Valley 

Grand  Rapids  &  Indiana 

Long  Island 

New  York,  Philadelphia  &  Norfolk. 

Pennsylvania  (eastern  lines) 

Pennsylvania  (western  lines,  includ- 
ing P.  C.  C.  &  St.  L.) 

Philadelphia  &  Reading 

Western  Maryland 

West  Jersey  &  Seashore 


Miles  of 
road 
Oct., 
1918. 


Total,  Allegheny  Region 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 

O.oflnd.) 

Norfolk  &  Western 

Virginian 

Total,  Pocahontas  Region 

SOUTHERN  REGION. 

Alabama  &  Vicksburg 

Alabama  Great  Southern 

Atlanta  A  West  Point 

Atlanta,  nirmlngham  &  Atlantic 

Atlantic  Coast  Line 

Carolina,  Cliohfield  &  Ohio 

Central  of  Georgia 

Charleston  &  Western  Carolina 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  East  Coast 

Georgia 

Georgia.  Southern  &  Florida 

Gulf  &  Ship  Island 

Gulf,  Mobile  &  Northern 

Illinois  Central  (including  Y.  &  M.  V.) 

Louisville  ifc  Nashville 

Louisville;  Henderson  &  St.  Louis... 

Mississippi  Central 

Mobile  &  Ohio 

Nashville, Chattanooga  &  St.  Louis. . 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Fredericksburgh  &  Po- 
tomac (including  Washington 
Southern) 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 

Total,  Southern  Region 

NORTHWESTERN  REGION. 

Chicago  &  North  Western 

Chicago  Great  Western 

Chicago,  Milwaukee  &  St.  Paul 

Jhicago,   St.   Paul,  Minneapolis  & 

Omaha 

Duluth  &  Iron  Range 

Duluth,  Missalie  A:  Northern 

Duluth,  South  Shore  &  Atlantic 

Elgin,  Joliet  &  Eastern 


5,142 
225 
297 
646 
164 
570 
398 
122 

5, 342 

4.141 

1,629 

708 

360 


Yard  engineers  and  motor- 
men. 


Oct.,     Dec, 
1917.      1917. 


19,744     4,955 


2,499 

2,088 

489 


5,076 


141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 
6,164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 


123 

3,563 

6,983 

278 

293 


964 

55 

4 

205 

13 

24 

49 

23 

1,895 

1.199 

439 

70 

15 


366 

262 

21 


649 


8 
11 
11 
15 
202 

7 
80 
12 

57 

16 

29 

4 

9 

7 

566 

336 

2 

2 

50 

90 

39 

2 

4 


54 

129 

399 

5 

7 


37, 287 


8,090 
1,946 
10,306 

1,749 
285 
411 
601 
808 


2,153 


507 

74 

676 

109 
44 
55 
23 

265 


966 
36 
4 
192 
11 
22 
35 
22 
2,027 

1,187 
427 

75 

4 


5,008 


Oct., 
1918. 


1,004 

47 

5 

202 

12 

22 

48 

22 

2,356 

1,173 

450 

72 

27 


Jan., 
1919. 


5,440 


410 

270 

16 


696 


7 

26 

12 

20 

213 

5 
85 
14 

68 

17 

31 

4 

7 

7 

469 

369 

4 

2 

51 

98 

45 

4 

17 


57 

128 

493 

5 

8 


2,266 


502 

67 

629 

115 
14 
19 
21 

250 


352 

277 

29 


658 


7 
11 
18 
13 
236 
4 
81 
16 

45 

14 

32 

21 

6 

9 

568 

407 

4 

3 

57 

113 

49 

4 

8 


66 

147 

470 

5 

7 


30 

4 

1.58 

16 

22 

62 

20 

2,347 

1,070 

455 

93 

6 


5,109 


341 

241 

21 


603 


2,421 


23 
11 
16 

238 
5 

127 
14 

65 

23 

32 

21 

7 

9 

484 

391 

3 

2 

60 

104 

39 

3 

15 


64 

122 

476 

5 


Yard  firemen  and  helpers. 


Oct., 
1917. 


989 

61 

4 

220 

13 

24 

52 

23 

1,940 

1,191 

468 

71 

43 


Dec, 
1917. 


5,099 


1,010 

37 

4 

200 

11 

22 

33 

22 

1,984 

1,172 
434 

74 
26 


5,029 


372 

281 

26 


421 
299 
21 


679 


741 


2,174 


535 

66 

640 

109 
26 
52 
26 

303 


490 

72 

674 

113 
14 
18 
20 

276 


8 
11 
11 
17 
214 

7 
75 
12 

63 

16 

29 

4 

9 

10 

586 

336 

2 

2 

51 

92 

35 

3 

4 


55 

154 

415 

5 

7 


7 

26 

12 

21 

230 

5 
90 
14 


17 

31 

4 

7 

5 

519 

396 

4 

1 

55 

101 

45 

4 

17 


60 

134 

510 

6 

8 


2,233     2,396  |  2,639     2,543 


622 

511 

75 

66 

676 

636 

110 

115 

44 

14 

57 

18 

23 

21 

277 

251 

EXTENSION   OF   GOVERNMENT   CONTROL   OF  RAILROADS.      1683 

Number  of  employees,  by  classes.  Oct.  16,  1917,  Dec.  16,  1917.  Oct.  16.  1918.  Jan.  16, 
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Railroad. 

Miles  of 
road 
Oct., 
1918. 

Yard  engineers  and  motor- 
men. 

Yard  firemen  and  helpers. 

Oct., 
1917. 

80 

8 

45 

104 

369 

75 
16 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

NORTHWESTERN  REGION— Continued 
Great  N  orthern 

8,258 

101 

1,647 

4,243 

6,571 

2,069 
556 

359 

8 

45 

118 

335 

71 
16 

404 

8 

43 

111 

358 

78 
20 

1 

326 

6 
40 
116 

341 

79 
13 

378 

8 

45 

111 

378 

73 
16 

357 

8 

45 

100 

336 

81 
16 

;      436 

8 

43 

!      125 

381 

82 
20 

333 

Mineral  Range 

g 

Minneapolis  &  St.  Louis 1 

40 

Minneapolis,  St.  Paul  &  Sault  Ste. 
Marie 

107 

Northern  Pacific 

345 

Oregon-Washington     Railroad     & 
Navigation  Co 

93 

Spokane ,  Portland  &  Seattle 

13 

Total,  Northwestern  Region. . . 

47,191 

2,450 

2,569 

2,779 

2,597 

2,793 

2,575 

2,859 

2,660 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern 

378 
9,439 
1,051 
1,131 

9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 

3,872 
1,011 

5 
436 
102 
151 
610 
14 

362 
32 
79 

129 
5 

32 

22 

4 

84 

393 

1 
434 
102 
129 
616 
12 

403 
31 
66 

121 

4 

27 

23 

7 

78 

399 

6 
466 
105 
154 
635 

7 

367 
33 
72 

119 

6 

73 

21 

6 

81 

411 

1 

435 
100 
139 
603 
6 

347 
30 
48 

100 

4 

61 

21 

7 

76 

396 

5 
455 
102 
144 
618 
14 

376 
35 
88 

132 

4 

28 

22 

4 

95 

408 

1 
440 
102 
136 
620 
12 

397 
32 
69 

124 

4 
27 
23 

8 

89 

407 

5 
454 
105 
145 
648 

7 

385 
35 
79 

119 

fi 

72 

21 

7 

81 

415 

1 

Atchison  Topeka  &  Santa  Fe 

Chicago  &  Alton 

441 
100 

Chicago  &  Eastern  Illinois 

139 

Chicago,  Burlington  &  Quincy 

Chicago,  Peoria  &  St.  Louis  

621 
g 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.  I.  &  G.) 

379 

Chicago,  Terre  Haute  &  Southeastern 
Colorado  &  Southern 

30 
54 

Denver  &  Rio  Grande 

101 

Denver  &  Salt  Lake  

4 

El  Paso  &  Southwestern 

81 

Los  Angeles  &  Salt  Lake 

21 

Northwestern  Pacific 

7 

Oregon  Short  Line 

81 

Southern  Pacific  (Paciflc  System). . . 

391 

Union  Paciflc  (including  St.  J.  & 

G.I.) 

Western  Paciflc 

240 
23 

239 
15 

253 
12 

190 

14 

245 
23 

271 
14 

253 
13 

200 
7 

Total,CentralWestemRegion. 

51,490 

2,723 

2,707 

2,827 

2,578 

2,798 

2,776 

2,850 

2,664 

SOUTHWESTERN  EEGION. 

Forth  Worth  &  Denver  City 

Fort  Worth  &  Rio  Grande 

354  1 

235 

920 

1,937  i 
887  1 
232 

1,160 

737 

837 

302  ' 

366 

356  1 
1,737 
1,796 
7,108 

724 
4,778 

134 

969 

815 
2,545 
1,947  1 

171  1 

329 

257 ; 

1 

23 

5 

....... 

34 
3 
49 

5 

60 

3 

9 

2 

98 

64 

398 

14 

223 

3 

22 

26 

116 

87 

11 

2 

29 
6 
14 
52 
25 

""52" 

5 

60 

3 

6 

2 

87 

54 

362 

15 

224 

4 

26 

33 

137 

85 

12 

32 

5 

""'54' 

35 

3 

33 

5 

70 

3 

9 

2 

63 

39 

419 

11 

254 

3 

22 

21 

135 

93 

12 

35 

5 
11 

58 

13 

1 

30 

4 

70 

3 

7 

3 

76 

65 

305 

10 

245 

3 

25 

16 

132 

87 

13 

24 
5 

■■■■49" 

35 

3 

47 

5  ! 

63' 
3 
10 

Jl 

66 
419 

14  : 

224  ! 

3 

23 

29 
111 

89 

11 
2 

29 
6 
16 
59 
26 

"""53' 

5 

65 

3 

7 

2 

88 

58 

362 

15 

227 

4 

26 

34 

146 

89 

12 

42 
5 

""57" 

36 

3 

33 

5 

68 
3 

8  ' 

2 

55 

38 

449 

11 

257 

3 

22 

21 

102 

98 

12 

35 
5 

Gulf  Coast  Lines 

12 

Gulf,  Colorado  &  Santa  Fe 

54 

Houston  &  Texas  Central 

13 

Houston  East  &  West  Texas 

International  &  Great  Northern 

Kansas  City,  Mexico  &  Orient  Sys- 
tem  

1 

31 

4 

Kansas  City   Southern   (including 

T.  &  F.S.) 

Loiusiana  &  Arkansas 

75 
3 

Midland  Valley 

Missouri  &  North  Arkansas 

3 

Missouri,  Kansas  &  Texas 

77 

Missouri,  Kansas  &  Texas  of  Texas. . 
Missouri  Pacific 

62 
309 

San  Antonio  &  Aransas  Pass 

St.  Louis-San  P'rancisco 

10 
251 

St.  Louis-San  Francisco  &  Texas 

St.  Louis  Southwestern 

3 
24 

St.  Louis  Southwestern  of  Texas 

Southern  Paciflc  (Sunset lines) 

Texas  Pacific 

16 
132 
92 

Vicksburg,  Shreveport  &  Paciflc 

Wichita  Falls  &  Northwestern 

13 

Wichita  Valley 

1 

Total,  Southwestern  Region... 

31,633  I 

1,304  ! 

1,293 

1,323 

1,217 

1,335 

1,332 

1,340  ! 

1,232 

Grand  total, allregions 

228,757  p 

0,120  : 

20,306  j; 

20,282 

19,729   i 

0,896   i 

0,804  j 

21,712  j2 

0,630 
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Miles 
of  road, 
October, 

1918. 

Yard 

conductors  (or  fore- 
men). 

Yard   brakemen   (switch- 
men or  helpers). 

Railroad. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct.,    Jan., 
1918.     1919. 

8,159 

21,352 

6,825 

947 

4,092 

921 

954 

4,021 

805 

1,014 

3,v)74 

856 

861 

3,857 

730 

2,669 
9,709 
1,774 

2,612 

9,366 
1,807 

2,622  1  2,354 

9,043  !  9,533 

1.884     1.551 

Grand  total,  Eastern  Region... 

36,336 

5,960 

5,780 

5,844 

5,448 

14,152 

13,785  Il3,549  13,438 

19, 744 
5,076 
37,287 
47,191 
51,490 
31, 633 

4,591 
670 
2,013 
2,830 
2,736 
1,273 

4,802 
679 
2,337 
2,643 
2,839 
1,324 

5,148 
655 
2,485 
2,875 
2,797 
1,251 

4,618 
676 
2,514 
2,803 
2,619 
1,186 

14,769 

2,057 

5,392 

6,048 

6,284 

3,390 

14,303  116,039  il5,725 

2,046     1,823     1,790 

Total  Southern  Region 

5,602     6,250     5,627 

Total  Northwestern  Region 

5,639  1  6,156     5,728 

Totali  Central  Western  Region 

Total  Southwestern  Region 

6,168     6,556     6,225 
3,328     3,447  |  3,149 

Grand  total,  all  regions 

228, 757 

20,073 

20,404 

21,055 

19,864 

52,092 

50,871 

53,820  |51,682 

EASTERN  REGION. 

New  England  district. 
Bangor  &  Aroostook 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

8 
103 
375 
20 
18 
11 
45 
341 
26 

8 

118 

352 

17 

19 

28 

45 

352 

15 

7 
96 

368 
17 
21 
14 
46 

418 
27 

9 
99 

312 
17 
26 
22 
47 

316 
13 

20 
240 

1,092 
63 
36 
16 
83 

1,074 
45 

20 

i 

1 

20           22 

Boston  &  Albany 

285  1      244  1      263 

985  1  1,012  1      814 

55  1        90          75 

37  i        39          43 

Grand  Trunk  in  New  England 

16          18          39 
87          93  1        92 

New  York,  New  Haven  &  Hartford. 
Rutland      

1,100  j  1,069        982 
27  1        37  i        24 

Total,  New  England  district . . 

8,159 

947 

954 

1,014 

861 

2,669 

2,612  !  2,622  j  2,354 

Central  district. 

Ann  Arbor 

BulTalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson 

Delaware.  Lackawanna  &  Western.. 
Detroit  &  Mackinac 

294 
585 
903 
996 
353 
62 

2,259 
97 
222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 
225 
94 
63 
129 

2,519 

14 
100 
160 
257 

5 

471 

4 

23 

294 

492 

4 

1,330 

160 

28 

15 

128 

351 

16 

94 

136 

262 

3 

7 

462 

4 

23 

309 

515 

4 

1,338 

124 

55 

16 

130 

271 

18 

96 

147 

273 

3 

5 

499 

4 

24 

277 

446 

4 

1,332 

156 

29 

41 

130 

307 

15 

96 

145 

254 

4 

7 

415 

5 

21 

289 

439 

5 

1,294 

144 

50 

22 

136 

309 

18 

202 

410 

618 

8 

15 

1,361 

8 

66 

866 

996 

8 

2,944 

315 

72 

29 

240 

992 

1 

21  1         19 

190  ,       192 

356         413 

628        619 

6            6 

6          11 

1,312     1,190' 

8            8 

65          61 

918        855 

1,027        938 

11            4 

2,978     2.940 

24 
194 
381 
639 

8 

Detroit  &  Toledo  Short  Line 

Erie  (including  Chicago  &  Erie) 

Lehigh  tt  Hudson  River 

6 

1,549 

11 

Lehigh  &  New  England 

54 

Lehigh  Valley 

853 

Michigan  Central 

996 

15 

New  York  Central 

3,004 

New  York,  Chicago  <fe  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  AVestem. 
Pero  Marquette 

248 

70 

27 

238 

767 

296 
75 

■243' 
665 

291 
08 
40 

259 

Pittsburgh  &  Lake  Erie 

732 

Pittsburgh  &  Shawmut. . 

Pittsburgh  &  West  Virginia 

7 

2 

243 

5 

2 

245 

6 

1 
176 

8 

18 

17 

15 

23 

Ulster  ifc  Delaware. . . ." 

1  i          7 
198  I      516 

7  1          5|          2 

Wabash 

466  1      488  1      384 

Total,  Central  district 

21,352 

4,092 

4,021 

3,974 

3,857 

9,709 

9,366 

9,043     9,533 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louisville. . . 
Cincinnati,  Indianapolis  ct  AVestem  . 
Cincinnati  Northern 

657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

38 
12 
3 

469 
35 
94 
19 
35 
91 
31 
94 

40 
12 
3 

376 
34 
87 
18 
35 
91 
28 
81 

40 

13 

2 

384 
34 

110 
20 
33 
94 
27 
99 

30 
11 
3 

340 
36 
79 
19 
33 
75 
20 
84 

76 
23 
6 

774 
66 

276 
42 
57 

202 
62 

190 

82 
23 
6 

868 
66 

213 
40 
79 

204 
56 

170 

84          66 

26          22 

4            6 

Cleveland,  Cincinnati,  Chicago  &  St. 
Louis 

852        792 

Detroit,  Toledo  &  Ironton 

71          70 

Hocking  Valley 

261         127 

Kanawha  &  Michigan 

66           43 

Lake  Erie  ct  Western 

71           71 

Toledo  &  Ohio  Central 

204         150 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie 

54           40 
201  1      164 

Total,  Ohio-Indiana  district . . . 

6,825 

921 

805 

856 

730 

1,774 

1,807  1  1,884 

1,551 

36,336 

5,960 

5,780 

5,844 

5,448 

14,152 

13,785  Il3,549  |13,438 
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Railroad. 


Miles 
of  road, 
October, 

1918. 


ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 
west) 

Bessemer  &  Lake  Erie 

Buffalo  &  Susquehanna 

Central  of  New  Jersey 

Cumberland  Valley 

Grand  Rapids  &  Indiana 

Long  Island i 

New  York,  Philadelphia  &  Norfolk.. 

Pennsylvania  (eastern  lines) I 

Pennsylvania  (western  lines,  includ-  I 
ing  P.C.C.&St.  L.) I 

Philadelphia  &  Reading i 

Western  Maryland 

West  Jersey  &  Seashore 


Total,  Allegheny  Region 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 

O.of  Ind.) 

Norfolk  &  Western 

Virginian 

Total,  Pocahontas  Region 

SOUTHERN  REGION. 

Alabama  &  Vicksburg 

Alabama  Great  Southern 

Atlanta  &  West  Point 

Atlanta,  Birmingham  &  Atlantic... 

Atlantic  Coast  Line 

Carolina,  Clinchfield  &  Ohio 

Central  of  Georgia 

Charleston  &  Western  Carolina 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  East  Coast 

Georgia 

Georgia,  Southern  &  Florida 

Gulf  &  Ship  Island 

Gulf,  Mobile  A;  Northern 

Illinois  Central  (including  Y.  &  M. 
V.) 

Loiusville  &  Nashville 

Louisnlle,  Henderson  &  St.  Louis.. 

Mississippi  Central 

Mobile*  Ohio 

Nashville,  Chattanooga  &  St.  Louis. 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Fredericksburgh  &  Po- 
tomac (including  Washington 
Southern ) 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 

Total,  Southern  Region 

NORTHWESTERN  REGION. 

Chicago  &  Northwestern 

Chicago  Great  Western 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   bt.   Paul,   Minneapolis  & 

Omaha 

Duluth  &  Iron  Range 

Duluth,  Missabe  &  Northern 

Duluth,  South  Shore  &  Atlantic... 
Elgin,  JoHet  &  Eastern 


5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

708 

360 


Yard   conductors   (or  fore- 
men). 


Oct., 
1917. 


19,744 


2,499 
2,088 


5,076 


141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 

6,164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 


123 

3,563 

6,983 

278 

293 


37,287 


8,090 

1,946 

10,306 

1,749 
285 
411 
601 


937 

52 

4 

214 

13 

24 

56 

23 

1,529 

1,240 

419 

67 

13 


Dec, 
1917. 


1,041 

37 

4 

188 

11 

22 

42 

21 

1,733 

1,201 

416 

69 

17 


4,591 


355 
291 
24 


670 


18 

168 

7 

53 

15 

60 

15 

29 

3 


507 

335 

2 

2 

70 

88 

10 

3 

4 


54 

119 

399 

6 


4,802 


375 

278 

26 


679 


2,013 


571 
75 

648 

116 

42  I 
45 
23  ' 

280  1 


26 
9 

22 

200 

5 

73 

17 

63 
15 

29 
3 

7 
7 

523 

379 

3 

2 

74 

106 

32 

5 

16 


58 

130 

512 

5 


2,337 


552 
65 

665 

114 
14 
15 
20 

250 


Oct., 
1918. 


999 

47 

5 

204 

12 

23 

63 

22 

2,030 

1,213 
423 
83 
24 


5,148 


336 
293 
26 


655 


7 
11 
11 
13 
226 
5 
73 
15 

46 
18 
25 
21 


648 

414 

4 

1 

59 

105 

49 

4 

4 


73 

133 

493 

5 

7 


Jan., 
1919. 


777 

26 

4 

176 

12 

22 

64 

18 

1,922 

1,068 

424 

82 

23 


4,618 


357 

296 

23 


676 


2,485 


640 

68 

606 

110 
26 
38 
23 

310 


23 
11 
17 

237 

5 

109 

14 

62 
21 
32 
21 
2 


542 

391 

3 

1 

51 
97 
28 
3 
14 


68 

114 

619 

5 


2,514 


597 

95 

684 

110 
14 
15 

18 
277 


Yard    brakeraen    (switch- 
men or  helpers). 


Oct., 
1917. 


2, 375 
130 
10 
503 
50 
51 
115 
60 
6,240 

3,066 

1,814 

241 

114 


14,769 


984 

1,003 

70 


2,057 


16 
20 
30 
35 

330 
15 

172 
36 

137 
68 
68 
9 
19 
17 

1,445 

946 

6 

4 

15'3 

232 

139 

6 


173 
318 


Dec, 
1917. 


2,357 
78 
10 
443 
47 
51 
82 
58 

6,276 

3,044 

1,604 

240 

13 


14, 303 


1,028 
984 
34 


2,046 


15 
52 
30 
50 

377 
10 

196 
40 

126 
80 
72 
9 
20 
14 

1,293 

1,010 

7 

3 

155 

270 

71 

5 

26 


170 

296 

1,179 

10 

16 


5,602 


1,042  1,023 

160    135 

1,612  1,580 


247 
86 

142 
45 

570 


205 
28 
39 
37 

465 


Oct., 
1918. 


2,411 

111 

12 

543 

50 

50 

119 

85 

7,532 

3,211 

1,611 

232 

72 


16,039  15,725 


798 

953 

72 


12 
22 
36 
30 

417 
10 

185 
30 

105 
101 
94 
56 
27 
17 

1,606 

1,077 

9 

6 

146 

271 

108 

6 

10 


183 

335 

1,327 

10 

14 


6,250 


1,238 

137 

1,451 

237 
54 
98 
50 

568 
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Railroad. 


NORTHWESTERN  RE&iON— Continued. 

dreat  Northern 

Mineral  Range 

Minneapolis  &  St.  Louis 

Minneapolis,  St.  Paul  &   Sault   Ste. 

Marie 

Northern  Pacific 

,  Oregon- Washington     Railroad      & 

Navigation  Co 

.Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region. . . 

CENTR.\L  WE.STERN  REGION. 

Arizona  Eastern 

Atchison,  Topeka  &  Santa  Fe 

Chicago  &  Mton 

Chicago  &  Eastern  Illinois 

Chicago,  Burlington  &  Qumcy 

Chicago,  Peoria  it'  St.  Louis 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding ('.,  R.  I.  ife  G.).. 

Chicago,  Terre  Haute  &  Southeastern. 

Colorado  et  Southern 

Denver  &  Rio  Grande 

Denver  &  Salt  Lake 

El  Paso  &  Southwestern 

Los  Angeles  &  Salt  Lake 

Northwestern  Pacific 

Oregon  Short  Line 

Southern  T'aci'ic  (Pacifies /stem) 

Toledo,  Peoria  &  Western 

Union  Pacific  (including  St.  J.  &  G. 
I.) 

Western  Pacific 

Total,  Central  Western  Region. 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  Citv 

Fort  Worth  &  Rio  Grande 

Gulf  Coast  Lines 

Gulf,  Colorado  it  Santa  Fe 

Houston  it  Tevas  ' "ontral 

Houston  East  &  West  Texas 

International  it  Gre-at  Northern 

Kansas  City,  Mexico  &  Orient  Sys- 
tem  

Kansas  Citv  Southern  (including  T. 
&  F.  S.)." 

Louisiana  &  .Vrkansas  , 

Midland  Vallev 

Missouri  (t  North  .Vrkansas 

Missouri,  Kansas  &  Texas 

Missouri,  Kansas  it  Texas  of  Texas.. 

Missouri  Pacific ; 

San  .Vntonio  it  Aransas  Pass 

St.  Louis-San  Francisco 

St.  LouisSan  Francisco  it  Texas 

St.  I>ouis  SoutlnvosI ern 

St.  Louis  Southwestern  of  Texas 

Southern  Pacific  ( Simset  Lines) 

Texas  Pacific 

Vickslnirg,  Shreveport  it  Pacific 

Wichita  Falls  &  Northwestern 

AVichita  Valley 

Total,  Southwestern  Region . . . 
Grand  total,  all  regions 


Miles 
of  road, 
October. 

1918. 


8,258 

101 

1,647 

4,243 
6,571 

2,069 
556 


Yard  conductors  (or  fore- 
men). 


Oct., 
1917. 


47, 191 


378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 

3,872 
1,011 


51,490 


354 
235 
920 

1,937 
887 
232 

1,160 

737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 


346 

8 
45 


114 
434 


De-., 
1917. 


479 
101 
135 
592 
13 

377 
40 
73 

125 

4 

35 

24 

5 

70 

400 


234 
23 


2,736 


6 

2 

08 

71 

304 

14 

230 

3 

18 

26 

107 

SI 

u 

2 


31,633     1,273 


228,757   20,073 


333 

8 

46 


114 

357 


2,643 


2 
432 
102 
130 
634 
12 

396 
31 
66 

141 

4 

31 

24 

5 

80 

384 


0-t., 
1918. 


371 

8 

43 


125 
412 


2,875 


Jan., 
1919. 


370 

7 

44 


109 
383 


13 


2,803 


Yard   brakemen   (switch- 
men or  helpers). 


Oct., 
1917. 


768 
20 
147 

246 

787 

144 
32 


6,048 


De-., 
1917. 


758 
21 
101 

242 

870 

103 
32 


5,639 


7 
487 
105 
152 
611 

7 

392 
32 
66 

123 
6 

58- 

22 

6 

81 

353 


2 
448 
100 
142 
627 

6 

368 
31 
46 

100 

4 

51 

22 

6 

81 

341 


352 
13 


274 
15 


230 
14 


2,839     2,797  !  2,619 


55 


3 

2 

96 

68 

395 

15 

231 

4 

26 

30 

135 

82 

11 


35 


57 


42 


59 


12 

2 

63 

.84 

384 
11 

238 
3 

22 
15 

101 
87 
11 


6 
3 

77 
62 

309 
10 

247 

3 

25 

20 

114 
85 
13 


1,324     1,251 


20,404   21,055 


1,186 


19,864 


10  i 

980 

210  I 

339  ' 

1,420  I  1,618 

29  '        24 


3 
937 

208 
298 


On.. 

1918. 


17 
117 


264 
875 


142 
42 


6,156 


838 
75 

155 

274 
10 

116 
45 
11 

177 
1,011 


835 

66 

143 

276 

9 

87 

45 

10 

178 

979 


10 

1,085 

218 

305 

1,764 

13 

857 

69 

160 

254 

13 

191 

44 

13 

103 

957 


536 

48 


6,284 


104 
61 


139 


183 

9 

26 

6 

216 

237 

1,066 

49 

472 

11 

57 

65 

345 

230 

22 

4 


3,390 


52,092 


414 
38 


469 
31 


6,168     6,556 


58  75 

18  10 

39  I 

106  136 

55  I  59 

2 

140  87 


10 

122 
9 

20 

2 

221 

198 

1,043 

47 

477 

13 

60 

68 

368 

232 

22 


10 

131 

9 

20 

6 

262 

207 

1,115 

37 

606 

9 

63 

37 

303 

241 

22 


3,447     3,149 


53,S«0  51,682 
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Miles  of 
road 
Octo- 
ber, 
191S. 

Yard  switch  tenders. 

Other  yard 

employees. 

Railroad. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct,. 
1918. 

Jan., 
1919. 

Total,  New  England  district 

8.159 
21,352 
6,825 

539 
1,297 

82 

537 

1,288 

104 

573 

1,224 

117 

667 

1.319 

117 

216 
596 
109 

163 
566 
112 

220 
644 
130 

175 

Total,  Contral  district 

703 

Total,  Ohio-Indiana  district 

108 

Grand  total,  Eastern  Region... 

36,336 

1,918 

1,929 

1,914 

2,103 

921 

841 

994 

986 

Total,  Alloehenv  Redon 

19,744 
5,076 
37,287 
47, 191 
51,490 
31,633 

1,560 
104 
326 
415 
396 
153 

1.498 
104 
336 
424 
411 
135 

:  1,975 
104 

;       329 
452 

1      388 

!      142 

1,969 
116 
329 
494 
424 
146 

824 
156 
629 
621 
466 
319 

689 
119 
648 
572 
474 
294 

962 
425 
698 
684 
572 
327 

1,013 

Total,  Pocahontas  Reeion 

161 

Total,  Southern  Region 

751 

Total,  Northwestern  Reeion 

698 

Total,  Central  Western  Region 

Total,  Southwestern  Region  

617 
331 

Grand  total,  all  regions 

228. 757 

4,872 

4,837 

1  5,304 

5,581 

3,936 

3.637 

4.662 

4,557 

EASTERN  REGION. 

New  England  district. 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

i 

2 

37 
64 
2 

7 

3 
31 
39 

6' 

6 

29 
54 

3 
10 

6 
29 
81 

2 

5 

Boston  &  Albany 

49 
318 
10 
15 
3 
21 
117 
6 

46 

306 

5 

15 

4 

21 

135 

5 

47 
364 
12 
10 
4 
24 
107 
5 

51 

419 

18 

15 

9 

38 

112 

5 

44 

Boston  &  Maine 

39 

Central  New  England 

Central  Vermont 

8 

Grand  Trunk  in  New  England.  . 

Maine  Central 

21 
81 
2 

17 

65 

2 

13 

New  York,  New  Haven  &  Hartford. . 
Rutland 

66 
2 

Total,  New  England  district... 

8,159 

539 

537 

573 

667 

216 

163 

220 

175 

Central  district. 
Ann  Arbor 

294 
585 
903 
996 
353 
62 

2,2.59 
97 
222 

1,436 

1,862 
108 

5, 685 
523 
568 
136 

2,233 

225 

94 

63 

129 

2,519 

3 
12 

69 
79 

""io 

73 

78 

1 

12 
78 
64 

"ii" 

79 
74 

1 
30 
31 
20 

1 

3 
33 
21 
20 

1 

1 
29 
27 
22 

1 

Buffalo,  Rochester  &  Pittsburgh.. 
Delaware  &  Hudson 

35 
31 

Delaware,  Lackawanna  &  Western., 
Detroit  ,V  Macldnac 

23 
1 

Detroit  &  Toledo  Short  Dine 

'"m 

17 
160 

'"m 

ii 

160 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River.. 

i54 

2 

2 

17 

55 

1 

187 

41 

11 

8 

4 

9 

134 

2 

2 

17 

44 

2 

201 

31 

15 

8 

5 

4 

173 
3 

4 
24 
35 

2 

239 

13 

14 

12 

8 

8 

208 
3 

Lehigh  &  New  England 

I/ehigh  Valley 

2 

104 

98 

6 

702 

15 

5 

2 

2 
114 
106 

4 

664 

14 

5 

1 

2 
119 
93 
7 
621 
18 
7 
9 

2 
103 
110 

6 

697 

16 

8 

1 

6 
21 

Michigan  Central 

40 

Monongahela 

New  York  Central 

3 

222 

New  York,  Cliicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western. 
Pere  Marquette 

46 
15 
9 
6 

Pittsburgh  &  Lake  Erie 

15 

16 

16 

15 

8 

Pittsburgh  &  Shawmut 

Pittsburgh  &  West  Virginia 

2 

1 
19 

6 
1 
17 

3 

1 

25 

8 

LHster  &  Delaware 

Wabash 

18 

22 

23 

30 

25 

Total,  Central  district 

21,352 

1,237 

1,288 

1,224 

1,319 

596 

566 

644 

703 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louisville... 
Cincinnati,  Indianapolis  &  Western. . 

657 
296 
251 

2,396 
433 
350 
177 

844 
430 

444 
547 

12 
2 
2 

63 

10 
2 
2 

67 

8 

2 

68 

9 

63 

2 

Cincinnati  Northern 

851 

2 

Cleveland,  Cincinnati,  Chicago  &  St. 

Louis 

Detroit,  Toledo  &  Ironton 

84 

85 

66 

10 
1 

10 
1 

19 
2 
3 
3 
2 
4 

17 
2 
3 
3 
2 
5 

11 

12 

12 
26 
6 

8 

Kanawha  &  Michigan 

Lake  Erie  &  Western 

5 

7 

6 

Toledo  &  Oliio  Central 

3 
2 
3 

3 
2 
3 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie 

8 
6 

8 
4 

8 

10 
5 

Total,  Oliio-Indiana  district ... 

6,825 
36,336 

:<2 
1,9L8 

104 

117 

117 

109 

112 

130 

108 

Grand  total.  Eastern  Region... 

1,929 

1,914 

2.103 

921 

841 

994 

986 
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Railroad. 


ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 
west) 

Bessemer  &  Lake  Erie 

Buffalo  &  Susquehanna 

Central  of  New  Jersey 

Cumberland  Valley 

Grand  Rapids  &  Indiana 

Long  Island 

New  York,  Philadelphia  Jk  Norfolk. 

Pennsylvania  (eastern  lines) 

Pennsylvania  (western  lines  includ- 
ing P.  C.  C.  &  St.L.) 

Philadelphia  &  Reading 

Western  Maryland 

West  Jersey  &  Seashore 

Total,  Allegheny  Region 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 

O.of  Ind.) 

Norfolk  &  Western 

Virginian 


Total,  Pocahontas  Region . 


SOUTHERN  REGION. 


Alabama  &  VicVsburg 

Alabama  Great  Southern 

Atlanta  &  AVest  Point 

Atlanta,  Birmingham  &  Atlantic 

Atlantic  Coast  Line 

Carolina,  Clinchfield  <fc  Ohio 

Central  of  <  ieorgia 

Charleston  &  Western  Carolina 

Cincinnati,  New  Orleans  &  Texas 
Pat  ific 

Florida  East  Coast 

Georgia 

Georgia  Southern  &  Florida 

Gulf  &  Ship  Island 

Gulf,  Mobile  &  Northern 

Illinois  Central  (including  Y.  &  M.  V.) 

Louisville  &  Nashville 

Louisville,  Henderson  &  St.  Louis... 

Mississippi  Central 

Mobile  i<t  Ohio 

Nashville,  Chattanooga  i<;  St.  Louis. 

New  Orloans  >t  Northeastern 

New  Orleans  &  Great  Northern 

Norfolk  Southern 

Richmond,  Frcdericksburgh  &  Po- 
tomac (including  Washington 
Southern) 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 


Total,  Southern  Region. 


NORTHWESTERN  REGION. 


Chicago  &  North  Western 

Chicago  Great  Western 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.   Paul,  Minneapolis   & 

Omaha 

Puluth  ct  Iron  Range 

Duluth,  Missabe  i*i  Northern 

Duluth  Soutli  Shoio  &  Atlantic 

Elgin,  Jolict  &  Eastern 


Miles  of 
road 
Octo- 
ber, 
1918. 


Yard  switch  tenders. 


Oct., 
1917. 


5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

708 

360 


166 
5 


749 

428 

95 

7 

1 


19,744  1,560 


2,499 

2,088 

489 


141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 
6,164 
4,997 
200 
164 
987 
1,248 
196 
2S5 
897 


123 
3,563 
6,983 

278 
293 


8,090 
l,i»46 
10, 306 

1,749 
285 
411 
601 
808 


Dec, 
1917. 


154 
6 


Oct., 
1918. 


167 
9 


726 


430 
85 


104 


104 


15 


129 
60 


37,287  t   326 


102 

1 

155 


10 


130 
71 


336 


113 

1 

179 


1,062 

468 

107 

14 

3 


1,975 


104 


22 


27 


13 


329 


89 

1 

183 


.Tan., 
1919. 


181 
5 


41 
7 
6 

59 

3 

1,051 

499 

107 

10 


1,969 


116 


12 


12 


105 
73 


329 


119 

1 

178 


Other  yard  employees. 


Oct., 
1917. 


150 

18 

4 

22 

1 

5 

33 

1 

354 

127 

99 

9 

1 


824 


156 


2 

5 

116 

84 
2 


Dec, 
1917. 


140 

16 

6 

21 

1 

5 

20 

1 

251 

126 

92 

9 

1 


689 


119 


4 

6 

100 

73 

2 


1 

24 

199 

3 

3 


629 


1 

21 

223 

3 

6 


648 


173 
11 
97 

12 
13 
4 


161 

15 

126 

19 
12 
9 


167 
14 
169 

13 
14 
4 


18 
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Miles  of 
road 
Octo- 
ber, 
1918. 

Yard  switch  tenders. 

Other  yard  employees. 

Railroad. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

NORTHWESTERN  REGION — Continued. 

8,258 

101 

1,647 

4,243 
6,571 

2,069 
556 

39 

32 

49 

59 

186 

105 

154 

100 

Minneapolis  &  St.  I>ouis 

2 

7 
48 

11 
1 

2 

6 
59 

11 
1 

3 

14 
60 

10 

1 

3 

4 

88 

16 
1 

3 

22 
81 

10 

3 

13 

80 

14 

3 

28 
91 

9 

9 

Minneapolis,  St.  Paul  &  Sault  Ste. 

17 

90' 

Ore^on-Washincton      Railroad      & 
Navieat  ion  Co 

15 

Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region... 

47, 191 

415 

424 

452 

494 

621 

572 

684 

698 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern 

378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 
3,872 
1,011 

Atchison,  Topeka  &  Santa  Fe 

Chicago  &  Alton 

32 

16 

10 

124 

28 

16 

8 

129 

31 

16 

17 

120 

50 

16 

19 

122 

39 

19 

7 

111 

18 

98 
3 
6 

16 

69 
20 
11 
105 

89 

17 

20 

104 

87 
16 

9 

Chicago,  Burlington  &  Qainey 

Chicago,  Peoria  &  St.  Louis 

151 
10 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C  ,  R.  I.  &  a.) 

50 
4 

15 
12 

52 
4 
15 
12 

48 
4 

16 
18 

46 

4 
3 

18 

88 
4 
8 

15 
2 
3 
4 

114 

3 

12 

20 

....... 

6 

114 

Chicago,  Terre  Haute  &  Southeastern . 

5 
9 

Denver  &  Rio  Grande ...           

20 

5 

El  Paso  &  Southwestern 

9 
5 

11 

Los  Angeles  &  Salt  Lake 

3 

Northwestern  Pacific 

2 
2 
70 

2 

3 

108 

3' 

62 

2 

5 

70 

Oregon  Short  Line 

4 
94 

Southern  Pa'^iflc  (Pacific  System) .  - . 

80 

91 

99 

Union  Pacific  (including  St.  J.  &G.I.) . 

59 

31 
3 

53 

65 

4 

52 
3 

60 
4 

71 

6 

67 
11 

Total,  Central  Western  Region. 

51,490 

396 

411 

.   388 

424 

466 

474 

572 

617 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  City 

354 
235 
920 

1,937 
887 
232 

1,160 
737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 

3 

2 

6 
2 

7 
2 
3 
20 
2 

6 

2 

....... 

12 

9 

Fort  Worth  &  Rio  Grande 

2 

2 

2 

2 

Guir Coast  Lines 

3 

Gulf,  Colorado  &  Santa  Fe 

5 
9 

19 

Houston  &  Texas  Central 

6 

1 

4 

1 

2 

Houston  East  &  West  Texas 

International  &  Great  Northern 

Kansas  Citv,  Mexico  &  Orient  Svstem. 

35 

31 

10 
3 

7 
1 

10 

2 

6 

1 

10 
3 

10 
1 

8 

Kansas   Citv    Southern    (including 
T.  &  F.  S.) 

1 

1 

11 

Louisiana  &  Arkansas 

1 

Midland  Vallev 

2 

Missouri  &  North  Arkansas 

Missouri,  Kansas  &  Texas 

2 

70 

3 

2 
82 

1 
3 

67 

4 

4 

89 

17 

7 

2 
14 
73 

2 
75 

2 
15 

4 
56 
23 

10 

Missoui'i,  Kansas  &  Texas  of  Texas.. 

11 

99 

4 

82 

2 

11 

20 

13 

27 

1 

79 
7 

93 
2 
6 
4 

15 

25 
1 
2 

82 

San  Antonio  &  Aransas  Pass 

5 

St.  Louis-San  Franc  isco 

18 

1 

22 

1 

14 

1 

20 
1 

87 

St.  Louis-San  Francisco  &  Texas 

St.  Louis  Southwestern 

2 

7 

St.  Louis  Southwestern  of  Texas 

21 

Southern  Pacific  (Sunset  Lines) 

Te xas  Pa" ific 

10 
6 

15 
6 

13 
6 

18 
6 

26 
23 

Vicksbure,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

Wichita  Vallev 

Total,  Southwestern  Region . . . 

31,633 

153 

135 

142 

146 

319 

294 

327 

331 

Grand  total,  all  regions 

228,757 

4,872 

4,837 

5,304 

5,581 

3,936 

3,637 

4,662 

4,557 
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Miles  of 
road 
Oct., 
191S. 

Hostlers. 

Engine-house  men. 

Railroad. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Total,  New  England  District 

8,159 

21,352 

6,825 

422 

1,535 
271 

394 

1,610 

268 

437 

1,588 
293 

444 

1,709 

286 

2,777 
.8,956 
1,914 

2,960 
9,905 
2,021 

3,137 
10, 075 
1,783 

3,361 
11,141 

2,006 

Grand  total,  Eastern  Region. . . 

36,336 

2,228 

2,272 

2,318 

2,439 

13, 647 

14,886 

14, 995 

16,  .508 

Total,  Alleghenv  Region      

19,744 
5,076 
37, 287 
47, 191 
51,490 
31,633 

1,879 
260 
997 
927 

1,071 
611 

1,999 
259 
1,099 
1,096 
1.164 
687 

2,118 
366 
1,281 
1,119 
1,146 
814 

2,463 
358 
1,285 
1,270 
1,298 
770 

8,229 
1,500 
7,663 
9,256 
9,774 
5.591 

8,979 
1,751 
8,259 

9,712 
1,842 
9.  .S.'^S 

12, 685 

Total,  Pocahontas  Region . , 

1,989 

Total,  f'outhern  Region       

9,857 

Total,  Northwestern  Region  

9,249  1  9.9,^4 

10, 162 

Total,  Cent  ral  Western  Region 

Total,  Southwestern  Region 

11,344 
5, 8.50 

11,062 
6,687 

12,998 
6,936 

Grand  total,  all  regions 

228,757 

7,973 

8,576 

9,162 

9,883 

55,660 

60,310 

63,790 

76, 135 

EASTERN  REGION. 

Neiv  England  district. 
Bangor  &  Aroostook      

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

18 
29 

190 
10 
12 
7 
17 

126 
13 

18 

29 

166 

9 

16 

7 

17 

119 

13 

16 
28 

196 
9 
16 
10 
31 

119 
12 

17 
30 

162 
10 
15 
11 
35 

152 
12 

26 
376 
773 

51 
142 

65 

213 

1,047 

84 

27 
416 
836 

34 
359 

877 

41 

Boston  &  Albany      

412 

Boston  &  Maine 

952 

Central  New  England 

61  1        .56 
167  1       143 

69  I        64 

208         182 

1,088     1,335 

88  1        87 

82 

Central  V^ermont 

143 

Grand  Trunk  in  New  England 

Maine  Central 

63 

275 

New  York,  New  Haven  &  Hartford.. 
Rutland 

1,293 
100 

Total,  New  England  district... 

8,159 

422 

t      394 

437 

444 

2,777 

2,960     3,137 

3,361 

Central  district. 
Ann  .\rhor 

294 
585 
903 
996 
353 
62 

2.259 
97 
222 

1,436 

1,862 
108 

5, 685 
523 
568 
136 

2,233 

225 

94 

63 

129 

2,519 

9 

45 

177 

85 

9 

4 

222 

29 

10 

146 

112 

4 

412 

35 

26 

20 

40 

49 

8 

4 

6 

S3 

10 

56 

76 

96 

9 

4 

247 

10 

11 

186 

115 

4 

480 

41 

27 

27 

42 

58 

9 

5 

5 

92 

10 

52 

80 

93 

9 

4 

309 

11 

8 

209 

115 

4 

3.80 

32 

23 

"■'62' 
78 
7 
6 
3 
93 

16 

73 

113 

97 

6 

4 

257 

10 

7 

202 

88 

4 

497 

32 

23 

14 

60 

85 

7 

3 

5 

106 

35 

362 

582 

751 

25 

12 

1,410 

20 

62 

650 

591 

22 

2,810 

185 

144 

76 

294 

167 

14 

22 

15 

707 

38           42 
365         364 
706         721 
872     1,018 

36  ,        25 

10             7 
1,.567     1,589 

38          34 

64          32 
740        931 
640         684 

13  ,         18 

2,9.53     2,835 

194         201 

142         126 

64           67 
288         275 
217        304 

15            9 

19  17 

20  11 
904        765 

39 

Buffalo,  Rochester  &  Pittsburgh 

Delaware  X-  Hudson 

400 
692 

Delaware,  Lackawanna  &  Western. . 
Detroit  it  Mackinac 

1,107 
27 

Detroit  &  Toledo  Short  Line 

9 

Erie  'including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

1,666 
41 

Lehigh  it  New  England 

32 

Lehigh  Valley ^ 

9.88 

Michigan  Central 

618 

Monongahela 

24 

New  York  Central 

3,354 

New  York,  Chicago  A-  St.  Louis 

New  York,  Ontario  it  Western 

New  York,  Su.squehanna  ct  Western. 
Pere  Marquette 

231 
147 

67 
296 

Pittsburgh  &  Lake  Erie 

Pittsl^urg  it  Shawmut       .... 

343 
10 

Pittsburgh  it  West  Virginia 

Ulster  it  Delaware 

20 
14 

Wabash 

1,006 

Total,  Central  district 

21,352 

1,5:35 

1,610 

1,588 

1,709 

8,956 

9,905  >0,075 

11,141 

Ohio-Indiana  district. 

Chicago,  Indianapolis  it  Louisville...' 
Cincinnati,  Indianapolis*  Western.. 

Cincinnati  Northern 1 

Cleveland,    Cincinnati,    Chicago    <t  ! 
St.  Louis 1 

657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
.547 

22 
4 
3 

88 
10 
30 
6 
17 
23 
:U 
37 

14 
3 
2 

85 
11 
40 
6 
17 
23 
31 
36 

27 
4 
3 

107 
11 
45 
6 
17 
28 
10 
35 

24 
4 
3 

103 
9 
48 
6 
18 
24 
10 
37 

141 
67 
23 

876 
44 

138 
53 

226 

146 
66 

134 

112 
83 
21 

927 
42 

157 
58 

226 

176 
66 

153 

85 
64 
14 

758 
37 

141 
68 

214 

166 
73 

16.^ 

72 
86 
29 

828 

Detroit,  Toledo  &  Ironton 

33 

Hocking  Vallev 

134 

Kanawha  it  Michigan 

76 

Lake  Erie  it  Western    ... 

298 

Toledo  it  Ohio  Central 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie 

183 

73 

194 

Total,  Ohio-Indiana  district ... 

6,825 

271 

268 

293 

286 

1,914  1 

2,021  j  1,783 

2,006 

Grand  total,  Eastern  Region... 

36,336 

2,228 

2,272 

2,318 

2,439  j 

13,647 

14,885  j  14, 995 

16,508 
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Kail  road. 


Ar.LKGHENY  REGION. 

lialtimore  i'^  Ohio  (lines  east  and 
w^st ) 

Bessemer  t^  Lake  Eric 

BuiTalo  tV  Susfjuehanna 

•Central  of  New  Jersey. 

■Cumberland  Valley. . ! 

Grand  Rapids  &  Indiana 

Long  Island 

New  York,  Philadelphia  A:  Norfolk. 

Pennsylvania  (eastern  lines) 

Permsvlvania  (western  lines,  includ- 
ing P.,C.,C.  Si  S^t.  L.) 

Philadelphia  (t  Reading 

Western  .Maryland 

"West  .Tersey  it  v^eashore 

Total ,  Allegheny  Region 

POCAHONTAS  REGION. 

■Chesapeake  &  Ohio  (including  C.  & 

O.oflnd.) 

Norfolk  6c  \\'estern 

'Virginian 

Total,  Pocahontas  Region 

SOUTHERN  REGION. 

Alabama  &  Vicksburg 

Alabama  tJreat  Southern 

Atlanta  &  Wesl  Point 

Atlanta,  Birmingham  &  Atlantic. - 

Atlantic  Coast  Line 

^Carolina,  Clinchfleld  &  Qhio 

■Central  of  Georgia. 

■Charleston  &  Western  Carolina 

■Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  Ea-st  Coast 

■Georgia 

•Georgia.  Southern  &  Florida 

■Gulf  &  Ship  Island 

Gulf,  Mobile  &  Northern 

Illinois  CcnlraUineludingY.&M.V.) 

Louisville  &  Nashville 

Louisville,  Henderson  &  St.  Louis.. 

Mississippi  Central 

Mobile  &  Ohio 

Nashville,  Ch-attanooga  &  St.  Louis. 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Fredericksburgh  &  Po- 
tomac ( including  Washington 
Southern) , 

Seal)oard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 

Total,  Southern  Region 

NORTHWE.STERN  REGION. 

Chicago  S:  North  Western 

Chicago  Great  Western 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.    Paul,   Minneapolis   & 

Omaha 

Duluth  &  Iron  Range 

Duluth,  MLssabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 

Elgin,  JoUet  &  Eastern 


Miles  of 
road 
Oct., 
1918. 


5, 142 
225 
297 
646 
164 
.■iVO 
398 
122 

5,342 

4,141 

1,629 

70S 

360 


19, 744 


2,499 

2,088 

489 


141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 
6, 164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 


123 

3, 563 

6,983 

278 

293 


37, 287 


S,  090 

1,946 

10, 306 

1,749 
285 
411 
601 
808 


Hostlers. 


Oct., 
1917. 


323 
21 
6 
76 
17 
20 
11 
11 


339 
140 
39 
21 


Dec, 
1917. 


344 
23 
6 
74 
20 
23 
13 
11 

942' 

337 

147 
40 
19 


Oct., 
1918. 


360 
17 
4 
86 
14 
17 
22 
12 

975 

368 
170 

48 
25 


160 

78 
22 


1,999  i  2,118 


134 
103 
22 


131 
198 
37 


260 


259  '      366 


8 
16 
S'-l 

9 
38 

8 

41 

iS 

19 

20 

5 

4 

L8:i 

ll.'> 

2 

.i 

21 

21 

37 

8 


10 

8:i 

208 

4 

7 


2 

12 
8 

20 

98 
6 

38 
3 

52 

19 

34 

20 

6 

4 

171 

117 

1 

4 

37 

30 

26 

3 

12 


12 

104 

237 

3 

20 


5 

6 

14 

34 

126 

5 
36 

6 

72 

24 

21 

9 

0 

5 

211 

149 

1 

4 

36 

40 

34 

3 

11 


15 

118 

265 

5 

20 


1,099  I  1.281 


200 

47 

290 

60 
15 
9 
14 
12 


227 

38 

400 

50 
12 
2 

14 
7 


270 

40 

362 

34 
14 

8 
14 

3 


Jan., 
1919. 


483 
26 
4 

85 
18 
19 
23 
11 
1,103 

447 
172 
50 
22 


107 
216 
35 


358 


8 

17 

116 

7 

34 


57 

30 

42 

37 

7 

6 

'193 

162 

1 

4 

35 

37 

26 

3 

12 


13 

98 

301 

'4 

20 


Engine-house  men. 


Oct., 
1917. 


1,461 

195 

19 

414 

70 

79 

209 

12 

2,661 

2,037 

915 

131 

26 


Dec, 
1917. 


1,382 

193 

16 

447 

74 

63 

132 

15 

3, 1.53 

2,233 

887 

357 

27 


8, 229     8, 979 


864 
531 
105 


1,500 


9 
72 
■  38 
58 
506 
36 
170 
38 

374 

102 

126 

20 

44 

45 

1,895 

1,257 

28 

14 

387 

228 

151 

29 

52 


1,285 


226 

28 

609 

37 
12 
3 
14 

8 


7,663 


2,399 

248 

2,749 

326 
61 

129 
64 

172 


Oct.,    Jan., 
1918.     1919. 


1,471 

177 

15 

461 

74 

64 

194 

35 

3,702 

2,286 

1,070 

131 

32 


9,712 


931 
667 
153 


1,751 


19 
73 
48 
87 

544 
24 

148 
45 

389 
121 
133 


19 

39 

2,083 

1,396 

29 

20 

375 

265 

237 

21 

56 


113 

141 

490 

551 

1,300 

1,335 

35 

36 

45 

25 

8,259 


2,578 

345 

2, 588 

360 
51 
72 
61 

183 


1,007 
059 
176 


20 
124 

49 

56 
659 

30 
163 

42 

549 
152 
141 

29 

48 

42 

2,0(^2 

1,777 

25 

15 

404 

264 

237 

17 

68 


189 

658 

1,  .595 

37 

86 


1,978 

211 

17 

645 

109 

80 

152 

37 

4,809 

2,917 

1, 235 

428 

67 


12, 685 


887 
873 
229 


23 
124 

75 
122 
824 

41 
208 

52 

515 
194 
174 


26 

47 

2, 000 

1,900 

22 

11 

375 

304 

147 

21 

53 


238 
560 
1.717 
40 
44 


9,  .538 


2,636 

345 

.3,071 

339 

77 
111 

66 
248 


9,857 


2,747 

289 

2,992 

341 
43 
48 
71 

241 
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Railroad. 


Miles  of 
road 
Oct., 
1918. 


NORTHWESTERN  REGION— Continued.  I 

Great  Northern |  8, 258 

Mineral  Range 101 

Minneapolis  &  St.  Louis !  1, 647 

Minneapolis,  St.  Paul  &  Sault  Ste. 

Mane '  4, 243 

Northern  Pacifie i  6, 571 

Oregon-Washington  Railroad  &  Nav- 
igation Co I  2,069 

Spokane,  Portland  &  Seattle j  556 

I 

Total,  Northwestern  Region . . .  j  47, 191 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern 378 

Atchison,  Topeka  &  Santa  Fe 9, 439 

Chicago  &  Alton I  1,051 

Chicago  &.  Eastern  Illinois :  1, 131 

Chicago,  Burlington  &  Quiney j  9, 628 

Chicago,  Peoria  &  St.  Louis 247 

Chicago,  Rock  Island  &  Pacific  ("in- 
cluding C,  R.  I.  &  Cr.) 8,005 

Chicago, Terre  Haute  &  Southeastern.  374 

Colorado  &  Southern '  1, 100 

Denver  &  Rio  Grande j  2, 652 

Denver  &  Salt  I-ake ,  255 

El  Paso  &  Southwestern |  1.028 

Los  Angeles  &  Salt  Lake :  1, 168 

Northwestern  Pacific !  507 

Oregon  Short  Line i  2,345 

Southern  Pacific  C Pacific  System)...  7,051 

Toledo,  Peoria  &  Western 248 

Union  Pacific  including  S.  J.  &  G.  I.)  3, 872 

Western  Pacific I  1,011 


Total,  Central  Western  Region.     51, 490 


SOUTHWESTERN  REGION. 


Fort  Worth  &  Denver  City 

Fort  Worth  &  Rio  Grande 

Gulf  Coast  Lines 

Gulf,  Colorado  &  Santa  Fe 

Houston  &  Te.xas  Central 

Houston  East  &  West  Te.xas. . .  i 

International  &  Great  Northern 

Kansas  City,  Mexico  &  Orient  System 
Kansas  City  Southern  (including  T. 

&  F.  S.).. .... 

Louisiana  &  Arkansas 

Midland  Valley 

Missouri  &  North  Arkansas 

Missouri,  Kansas  &  Texas 

Missouri,  Kansas  &  Texas  of  Texas.. 

Missouri  Pacific 

San  Antonio  &  Aransas  Pass 

St.  Louis-San  Francisco 

St.  Loui.s-San  Francisco  &  Texas 

St.  Louis  Southwestern 

St.  Louis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  Lines) 

Texas  Pacific 

Vicksbnrg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

Wichita  Valley 


Total,  Southwestern  Region. 
Grand  total,  all  regions 


354 
235 
920 

1,937 
887 
232 

1,160 
737 

837 
302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

!»69 

815 

2,545 

1,947 

171 

329 

257 


Hostlers. 


Oct., 
1917. 


103 
5 
19 


927 


2 
277 
16 
34 
173 
14 

141 

14 

17 

60 

6 

16 

16 

7 

27 

105 

8 

129 


Dec, 
1917. 


115 

5 
18 


1,096 


1,041 


38 
11 
2 
39 
11 

16 

5 

4 

6 

40 

35 

178 

6 

83 

2 

9 

11 

27 

60 

6 


31,633         611 


228, 757 


7,973 


1 

204 
21 
43 

198 
6 

151 
28 
17 
65 
10 
19 
15 
5 
24 

178 
8 

162 


1,164 


18 

5 

5 

6 

54 

46 

207 

8 

95 

2 

9 

12 

27 

59 

6 

3 

1 


Oct., 
1918. 


162 
5 
16 


56 
107 


Jan., 
1919. 


1,119 


3 

212 

21 

42 

203 


157 
14 
24 
64 
14 
35 
17 
12 
25 

136 
6 

143 
10 


1,146 


32 
13 
3 
29 

7 

19 

5 

3 

6 

71 

91 

300 

8 

87 

3 

9 

11 

38 

58 

7 

6 

5 


687 


814 


8,576  9,162 


126 

5 

21 


5 

216 

22 

45 

226 

7 

176 
17 
23 
65 
14 
36 
18 
8 
27 

20S 
6 

162 
17 


Engine-house  men. 


Oct.,  Dec, 
1917.   1917. 


1,242 

37 

224 

384 
912 

273 
36 


1,083 

42 

258 

367 
916 

307 
38 


9, 256  9, 249  9, 954 


1,298 


22 

3 

12 

26 

12 

3 

34 

1 

21 

11 

3 

6 

67 

56 

260 

10 

84 

3 

8 

15 

48 

56 


770 


9,883 


25 

1,924 

245 

323 

1,924 

40 

1,427 

66 

159 

535 

26 

204 

92 

62 

275 

1,218 

34 

1,  l(i3 

32 


9,774 


109 
38 


240 
115 

18 
197 

72 

156 

32 

70 

26 

514 

397 

1,241 

08 

724 

25 

154 

122 

397 

788 

38 

43 

7 


23 

2,192 

326 

368 

2,437 

30 

1,405 

87 

205 

659 

40 

197 

154 

63 

297 

1,322 

34 

1.475 

30 


11,344 


169 
40 


203 
41 


204 
20 

190 

40 

78 

12 

555 

329 

1,288 

18 

1,040 

33 

131 

1.54 

446 

761 

74 

18 

6 


5,.')91  5.850  6.687 


IfiQ  "TO 


55,660  60,318  63,790 
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Railroad. 


Miles 
of  road 
Oct., 
1918. 


Road  freight  engineers  and 
motormen. 


Oct.,    Dec, 
1917.      1917. 


Oct., 
1918. 


Jan., 
1919. 


Road  freight  firemen  and 
helpers. 


Oct., 
1917. 


Dec,     Oct., 
1917.      1918. 


Jan., 
1919. 


Total,  Now  England  district 

Total,  Central  district 

Total,  Ohio-Indiana  district 

Grand  total.  Eastern  Region... 

Total,  Mlcghcny  Region 

Total ,  Pocahontas  Region 

Total,  f^otithern  Region 

Total,  Northwestern  Region 

Total,  Central  Western  Region 

Total,  South  western  Region 

Grand  total,  all  regions 

EASTERN  REGION. 

New  En/jland  district. 

Bangor  &  Aroostook 

Boston  &  Albany 

Boston  &  Maine 

Central  New  England 

Central  Vermont 

Grand  Trunk  in  New  England 

Maine  Central 

New  York,  New  Haven  &  Hartford. . 
Rutland 

Total,  New  England  district.. 

Central  district. 


8,159 
21.352 
6,825 


1,450 

5,777 
1,109 


1,439 

5,654 
1,021 


1,566 

5,783 
1,126 


1,293 

5,222 
839 


l,o47 
6,360 
1,246 


1,453 

6,387 
1,119 


1,602 

6,348 
1,237 


1,314 

5,841 
918 


36, 336  8, 336 


8,114 


19, 744 
5, 076 
37, 287 
47, 191 
51,490 
31,633 


228, 757 


632 

394 

2, 484 

301 

536 

172 

1,217 

2,008 

415 


8,159 


Ann  Arbor 

BulYalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson 

Delaware,  Lackawanna  &  Western. 

Detroit  &  Mackinac 

Detroit  &  Toledo  Short  Line 

Erie  (including  Chicago  &  Erie 

Lehigh  &  Hudson  River 

Lehigh  &  New  England 

Lehigh  Valley 

Michigan  Central 

Monongahela 

New  York  Central 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susqnehauna  &  Western 

Fere  Marquette 

Pittsburgh  &  f >ake  Erie 

Pittsburgh  &  Shawmut , 

Pittsburgh  &  West  Virginia 

Ulster  &  Delaware 

Wabash 


Total,  Central  district 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louisville. 
Cincinnati,  Indianapolis  &  Western. 

Cincinnati  Northern 

Cleveland,    Cincinnati,'  Chicago    & 

St.  Louis 

Detroit,  Toledo  &  Ironton 

Hocking  Valley 

Kanawha  &  Michigan 

I/ake  Erie  &  Western 

Toledo*  Ohio  Central .. 

Toledo,  St,  Louis  &  Western 

Wheeling  &  Lake  Erie 

Total,  Ohio-Indiana  district . . . 

Grand  total.  Eastern  Region. 


294 
585 
903 
996 
353 
62 

2,259 
97 
222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 
225 
94 
63 
129 

2,519 

21,352 


657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

6.825 


7,478 
1,725 
4,052 
4,471 
5,745 
2,710 


7,207 
1, 465 
3,940 
4,126 
5,585 
2,589 


8,475 


2, 524 


7.354 

7,444 
1,853 
3,825 
3,892 
5,153 
2,523 


9,153 

8,084 
1,917 
4,461 
4,708 
6,054 
2,971 


34,517 


34 

154 

550 

72 

33 

16 
99 

448 
44 


33 

220 

350 

466 

14 

11 

926 

22 

43 

647 

423 

26 

1,546 

195 

97 

36 

156 

125 

44 

6 

7 

383 

5,777 


33,026 


34,818 


32, 044 


37, 348 


8,959 

7,711 
1,684 
4,206 
4,435 
5, 843 
2,722 


35, 560 


9,187 

8,326 
1,940 
4,949 
4,608 
6,155 
2,870 

38, 035 


8,073 

1,889 
3,979 
4,008 
5, 761 
2,546 

34,375 


39 
134 
526 
39 
34 
23 
106 
492 
46 


37 
135 
585 
51 
45 
22 
91 
567 
33 


1, 439  1, 566 


37 
134 
425 
42 
44 
38 
113 
430 
30 


34 

154 

561 

68 

34 

15 

106 

.541 

34 


1,293 


1,547 


33 
208 
341 
479 

15 

11 
943 

22 

40 
617 
438 

24 

1,489 

181 

106 

50 
155 
105 

16 

9 

7 

365 


36,336 


82 
18 
28 

423 
76 

108 
40 
89 

104 
62 


1,109 


8,336 


5,654 


82 
16 
27 

414 

77 
68 
36 
89 
102 
45 
65 

1,021 


8,114 


33 
212 
373 
474 

14 


35 

35 

o93 

388 

41 

1,650 

258 

102 

24 

161 

117 

12 

12 

4 

368 


38 

162 

362 

467 

15 

8 

770 

22 

33 

559 

371 

46 

1,455 

182 

99 

29 

153 

130 

2 

8 

3 

308 


5.783  5,222 


79 
20 
21 

457 
75 

105 
48 
73 

110 
53 
85 

1,126 


8,475 


71 
16 
19 

315 
75 
46 
41 
72 
76 
42 
66 


39 

142 
541 
40 
36 
20 
110 
486 
39 


1,453 


37 

142 
568 
47 
51 
28 
99 
599 
31 

1,602 


51 

240 
474 
501 

14 

11 
1,022 

22 

51 
766 
423 

28 

1,602 

219 

106 

39 
l.'i5 
146 

56 

6 

7 

421  i 


41 
230 
400 
522 

15 

10 
1,048 

22 

44 
804 
438 

25 

1,757 

189 

108 

51 
127 
101 

21 

9 

7 

418 


6, 360  6, 387 


95 
18 
31 

473 
94 

139 
47 
89 

115 
64 
81 


839  I  1,246 


7,354  9,153 


97 
16 
27 

469 
86 
73 
38 
89 

112 
45 
67 


1,119  1,237 


52 

243 

389 

521 

14 

11 

999 

40 

40 

691 

388 

39 

1,787 

288 

96 

31 

167 

110 

12 

12 

4 

414 


6, 348 


94 
20 
22 

505 
95 

124 
48 
73 

120 
53 
83 


37 
145 
422 
43 
50 
42 
122 
421 
32 


1,314 


46 
191 
386 
517 

15 

11 
807 

22 

36 
661 
462 

44 

1,684 

20a 

129 

27 
137 
119 


3 
331 


5,841 


16 
19 

341 

78 
60 
43 
72 
98 
42 
63 

918 


8,959  I  9,187  [  8,073 
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Railroad. 


ALLEGHENY  REGION. 

Baltimore  <fe  Ohio  (lines  east  and 
west ) 

Bessemer  &  Lake  Krie 

Buftalo  &  Pusquehanna 

Central  of  New  J crsoy 

Cumberland  Valley 

Grand  Kapids  &  Indiana 

Long  Island 

New  York,  Philadelphia  &  Norfolk.. 

Pennsylvania  (eastern  lines) 

Pennsylvania  (western  lines,  inchid- 
P.C.C.  &  St.  L.) 

Philadelphia  &  Reading 

Western  Maryland 

West  Jersey  &  Seashore 

Total,  Allegheny  Region 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 

O.oflnd.1 

Norfolk  &  Western 

Virginian 

Total,  Pocahontas  Region 

SOUTHERN  REGION. 

Alabama  &  Vicksburg 

Alabama  Great  Southern 

Atlanta  &  West  Point 

Atlanta,  Birminsham  &  Atlantic 

Atlantic  Coast  1  ine 

Carolina,  Clinchfield  t^-  Ohio 

Central  of  '-eorcia 

Charleston  &  Western  Carolina 

Cincinnati,  New  Orleans  &  Texas 
Pa'^ific 

Florida  East  Coast 

Georgia 

Georgia,  Southern  &  Florida 

Gnlf  ct  Ship  Island 

Gulf,  Mobile  it  Northern 

Illinois  Central  (including  Y.  &M.  V.) 

Louisville  it  Nashville 

Louisville.  Henderson  &  St.  liouis... 

Mississippi  Central 

Mobile  &  Ohio 

Nashville,  Chattanooea  <t  St.  Louis.. 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  FredericVsburgh  &  Poto- 
mac (including  Washincton  South- 
ern)   

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 

Total,  Southern  Region 

NORTHWESTERN  REGION. 

Chicago  A  North  Western 

Chicago  (irrat  Western 

Chicaso,  Milwaukee  &  St.  Paul 

Chicago,   St.   Paul,  Minneapolis   & 

Omaha 

r»uluth  &  Iron  Ranee 

T)uluth,  Missabe  it  Northern 

Buluth,  South  Shore  it  Atlantic 

Elgin,  Joliet  &  Eastern 


Miles 

of  road 

Oct., 

1918. 


5,142 
225 
297 
64fi 
164 
570 
398 
122 

5,342 

4,141 

1,629 

708 

360 


19, 744 


2,499 

2,088 

489 


5,076 


141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 
6,164 
4,097 
200 
164 
987 
1,248 
196 
285 
897 


123 

3, 563 

6,983 

278 

293 


Road  freight  engineers  and 
motormen. 


Oct., 
1917. 


1,731 
183 
27 
307 
60 
59 
57 
27 
2,785 

1,308 

689 

216 

29 


7,478 


•  7,207 


707 
844 
174 


1,725 


37,287 


8,090 

1,946 

10,306 

1,749 
285 
411 
601 


15 

48 

16 

35 
335 

40 
109 

18 

98 

57 

44 

18 

16 

22 
823 

72 

25 

15  I 
196  i 
155  i 

24  I 

14 

23 


53 

297 

800 

15 

20 


Dec, 
1917. 


1,744 
119 
21 
306 
59 
59 
50 
26 
2,678 

1,261 
624 
216 
44 


Oct., 
1918. 


1,676 
123 
22 
347 
48 
68 
56 
26 
2,955 

1,297 
651 
222 
61 


7,552 


592 
755 
118 


747 

853 

95 


1,465  1,695 


9 
50 
17 
.55 

378 
30 

124 
19 

108 

55 

44 

18 

17 

19 

656 

732 

21 

9 

189 

179 

36 

16 

38 


49 

258 

781 

13 

20 


4, 052  3, 940 


812 

136 

1,071 

174 
53 
74 
34 


794 
133 
949 

209 
20 
22 
34 

103 


14 
58 
25 
49 

381 
52 

118 
24 

102 

63 

47 

24 

23 

20 

848 

834 

24 

16 

148 

165 

35 

15 

40 


45 

320 

870 

13 

35 


Jan., 
1919. 


1,671 
85 
21 
280 
65 
61 
47 
28 

3,062 

1, 253 

582 

249 

40 


Road  freight  firemen  and 
helpers. 


Oct., 
1917. 


7,444 


966 
771 
116 


1,853 


10 
30 
15 
55 

416 
44 

127 
17 

108 

51 

47 

24 

16 

21 

630 

751 

21 

15 

1.51 

167 

32 

15 

38 


57 

220 

708 

13 

26 


4, 408     3, 825 


1,951 

207 

29 

313 

53 

60 

56 

27 

3,065 

1,333 
723 
235 
32 


Dec, 
1917. 


1,941 
121 
21 
310 
59 
62 
48 
25 
2,936 

1,241 
680 
240 

28 


Oct., 
1918. 


1,895 
133 
22 
372 
51 
67 
53 
39 
3,367 

1,295 

722 

243 

67 


8, 084  7, 711  8, 326 


814 
907 
196 


1,917 


15 
88 
16 
34 

357 
40 

109 
16 

107 

66 

44 

22 

16 

20 

919 

851 

25 

15 

2a8 

158 

35 

15 

21 


57 

335 

837 

15 

20 


686  i  887 
819  924 
179  j   129 

1,684  j  1,940 


9 
50 
17 
66 

413 
30 

135 
19 

108 

63 

44 

22 

17 

21 

701 

850 

20 

9 

222 

150 

53 

14 

37 


53 

246 

804 

13 

20 


18 
58 
52 
61 

416 
.52 

142 
24 

106 
92 
48 
24 
2S 
20 

947 

1,020 

25 

13 

165 

173 
35 
25 
39 


36 

403 

879 
13  I 
35  I 


4,461  4,206  I  4,949  3,979 


853  '   753    899    800  j   880    787 
130  ;   105    139    137  I   134    101 
1,108  1,040  1,089    979  1,085  |   963 


164 
36 
76 
35 

146 


151 
21 
15 
32 

119 


177 
53 
76 
34 


214 
20 
21 
34 

103  i 


167 
36 
75 
35 

152 
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Kailroad. 

Miles 
of  road 
Oct., 
1918. 

i 
Road  freight  engineers  and 
motormen. 

Road  freight  firemer 
helpers. 

and 

1 

1  Oct., 
1917. 

Dec, 

1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

NORTHWESTERN  REGION— Continued. 
Great  Northern 

8,258 

101 

1,647 

4,243 
6,571 

2,069 
556 

827 
21 
99 

275 
611 

167 
19 

810 
21 
100 

263 

488 

162 
18 

738 

10 

108 

292 
586 

160 
26 

718 
12 
95 

232 
436 

147 
16 

917 
21 
99 

283 
638 

166 
19 

1,100 
21 
100 

287 
426 

174 
19 

809 

10 

108 

306 
611 

174 
26 

853 

Mineral  Ranee...        

12 

95 

Minneapolis,  St.  Paul  &  Sault  Ste. 
Mane 

283 

Northern  Pa"ifie 

399 

Oreeon-AVashin^ton      Railroad      & 

157 

Spol<ane,  Portland  &  Seattle 

16 

Total,  Northwestern  Region... 

47,191  1  4,471 

4,126 

4,468 

3,892 

4,708 

4,435 

4,608 

4,008 

CENTRAL  WESTERN  REGION. 

378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 

3,872 
1,011 

13 

902 
177 
171 
922 
25 

768 

27 

131 

374 

39 

83 

83 

35 

222 

985 

16 

698 
74 

30 
859 
173 
143 
1,099 
27 

663 

28 

125 

345 

46 

99 

78 

29 

192 

895 

11 

675 
67 

11 

917 

191 

146 

1,035 

13 

756 

28 

134 

325 

29 

92 

78 

28 

223 

938 

17 

656 
79 

18 
828 
183 
134 
988 

13 

634 

23 

102 

265 

63 

80 

76 

24 

169 

813 

13 

652 
65 

13 
902 
177 
185 
977 

25 

874 

20 

149 

367 

39 

89 

87 

33 

286 

995 

18 

742 
76 

22 
886 
173 
144 
1,142 

30 

704 

28 

129 

345 

51 

119 

82 

25 

204 

911 

12 

768 
68 

11 

984 

191 

153 

1,142 

13 

833 

27 

161 

339 

29 

110 

78 

28 

237 

991 

21 

722 
85 

21 

Atchison,  Topeka  &  Santa  Fe 

Chicaeo  i^c  Alton..             

928 
183- 

136 

Chicaso,  Burlinrton  &  Quincy 

Chicaso,  Peoria  &  St.  l/ouis 

1,084 
14 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.  I.  &  Ci.) 

719 

Chicago,  Terre  Haute  &  Southeastern 

23 
128 

Denver  &  Rio  Hrande 

277 

6r 

El  Paso  A'  Southwestern 

86 

Los  Angeles  &  Salt  Lake 

75 

Northwestern  Pacific . . 

23 

Oregon  Short  Line 

174 

Southern  Pacific  (Pacific  System) . . . 

930 
13' 

Union  Pacific  (including  St.  J.   & 

G.L) 

Western  Pacific 

797 
83 

Total,  Central  Western  Region 

51, 490 

5,745 

5,585 

5,696 

5,153 

6,054 

5,843 

6,155 

5,761 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  Citv 

354 
235 
920 

1,937 
887 
232 

1,160 

737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 

36 
11 

"""93" 

54 
14 

85 

37 

85 

14 

24 

10 

209 

211 

673 

36 

538 

10 

51 

68 

242 

186 

10 

8 

6 

44 
10 
54 
140 
49 
14 
76 

32 

84 

13 

21 

11 

163 

137 

529 

121 

479 

9 

57 

.  44 

282 

187 

10 

11 

12 

44 
9 

"'164' 
40 
22 
79 

21 

84 
14 
33 
16 

274 
92 

527 
30 

639  , 

8 

48 

28 

175  1 

198 
12 
14  ! 
13 

51 

7 
45 
108 
26 
17 
74 

22 

70 

14 

16 

14 

195 

129 

488 

117 

627 

6 

46 

24 

180 

196 

12 

28 

11 

41 
12 

'""98' 

54 
14 
86 

42 

91 

14 

22 

10 

230 

251 

774 

40 

581 

13 

55 

72 

248 

199 

10 

8 

6 

40 
11 
70 
171 
49 
14 
80 

43 

93 
13 
19 
13 

172 

155 

570 

52 

519 

10 

63 

42 

294 

19? 

10 

13 

14 

44 
9 

"'ioo' 
54 

19 
79 

32 

98 

16 

35 

18 

351 

115 

611 

36 

679 

8 

49 

29 

244 

203 

12 

12 

17 

51 

Fort  Worth  &  Rio  (rrande 

7 

i^ulf  Coast  Lines 

45 

Oulf,  Colorado  &  Santa  Fe 

123 

ITouston  A:  Texas  Central 

27 

Houston  East  it  West  Texas 

International  <fe  Great  Northern 

Kansas  City,  Mexico  &  Orient  Sys- 
tem  

ir 

74 

23 

Kansas  City  Southern  (including  T. 
&  F.  S.).. 

21 

I>oiiisiana  &  Arkansas.. 

16 

Midland  Vallev 

16 

Missouri  >fc  North  Arkansas 

16 

213 

Missouri,  Kansas  &  Texas  of  Texas . . 
Missouii  Pacific 

124 
509 

San  Antonio  &  Aransas  Pass 

St.  Louis-San  Francisco 

37 

684 

St.  Louis-San  Francisco  &  Texas 

6 
49- 

St.  Louis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  Lines) 

Texas  Pacific 

24 
200 
201 

Vicksburg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

Wichita  \'allev 

12 
41 
10 

Total,  Southwestern  Region... 

31,633 

2,710 

2,589 

2,524 

2,523 

2,971 

2,722 

2,870 

2,546 

Grand  total,  all  regions 

228, 757 

34, 517 

33,026 

34,818 

32,044  ' 

1 

37,348 

35,560 

38, 035 

34,375 
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Railroad. 

Miles  of 
road 
Oct., 
1918. 

Road  freight  conductors. 

Road  freight  brakemen  and 
flagmen. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 

1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Total  New  England  district 

8,159 

21,3.52 

6,825 

1,261 

4,322 

960 

1,173 

4,162 

907 

1,238 

4,173 

983 

1,029 

3,878 
804 

3,508 
12, 260 
2,175 

3,289  '.  3,408 
11,679  in, 655 
2,083     2,241 

2,803 

Total,  Central  district 

11,121 

Total,  Ohio-Indiana  district 

1,787 

Grand  total,  Eastern  Region... 

36,336 

6,543 

6,242 

6,394 

5,711 

17, 943 

17,051    17,304 

15,711 

19,744 
5,076 
37, 287 
47,191 
51,490 
31,633 

5,317 
1,193 
3,559 
4,017 
4,602 
2,478 

5,025 
1,018 
3,525 
3,736 
4,415 
2.317 

5,229 
1,280 
3,980 
3,967 
4,582 
2,353 

4,957 
1,160 
3,473 
3,570 
4,123 
2,238 

15,470 
2,792 
8,614 
8,740 

10,048 
6,111 

14,566  [15,640 
2,397  1  2,810 
8,247  1  9,313 
7,847  ,  8,431 
9,468  110,103 
5,444  1  5,417 

14,899 

2,767 

Total,  Southern  Region 

7,997 

7,509 

Total,  Central  Western  Region 

Total,  Southwestern  Region 

8,746 
5,296 

Grand  total,  all  regions 

228,757 

27,709 

26,278 

27,785 

25,232 

69,718 

65,020  169,018 

62,925 

EASTERN  REGION. 

New  England  district. 
Bangor  &  Aroostook 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

34 
117 
426 
55 
34 
29 
104 
424 
38 

40 
107 
379 
32 
46 
33 
113 
388 
35 

37 

118 

422 

38 

45 

17 

101 

431 

29 

37 
111 
306 
23 
40 
31 
107 
3.50 
24 

75 

326 

1,329 

142 

76 

50 

244 

1,178 

88 

j 

85          94 

342  j      299 

92 

Boston  &  Albany 

313 

Boston  &  Maine        

1,099     1,230 

Q12 

Central  New  England 

HI         145  1       107 

Central  Vermont .        

78         105  '        83 

Grand  Trunk  in  New  England 

Maine  Central 

73           52  1        72 
259        218        254 

New  York,  New  Haven  &  Hartford. . 
Rutland 

1,102     1,202        915 
140          63          55 

Total,  New  England  district... 

8,159 

1,261 

1,173 

1,238 

1,029 

3,508 

3,289     3,40S  ;  2,803 

Central  district. 
Ann  Arbor 

294 
585 
903 
996 
353 
62 

2,259 

97 

222 

1,436 

1,862 
108 

5,  (.85 
523 
568 
136 

2,233 
225 
94 
63 
129 

2,519 

46 

113 

213 

270 

12 

10 

671 

18 

30 

420 

286 

22 

1,319 

191 

74 

25 

149 

111 

24 

4 

7 

307 

32 
115 
220 
280 

12 

9 

672 

18 

26 
438 
302 

21 

1,209 

170 

76 

31 
133 

88 

9' 

6 
295 

48 

115 

225 

278 

12 

12 

629 

22 

28 

393 

286 

31 

1,267 

193 

54 

19 

145 

88 

10 

10 

4 

304 

38 

103 

209 

274 

12 

10 

521 

24 

23 

370 

236 

40 

1,171 

185 

69 

22 

130 

81 

2 

8 

2 

248 

60 

359 

735 

828 

23 

23 

2,045 

45 

79 

1,445 

620 

53 

3,533 

455 

238 

73 

293 

502 

65 

12 

20 

754 

71 

340 

635 

826 

23 

19 

2,131 

45 

73 

1,447 

646 

60 

3,299 

486 

246 

75 

266 

240 

14 

22 

18 

697 

60 
367 
684 
787 

25 

25 
1,896 

69 

71 

1,296 

596 

90 

3,598 

477 

221 

52 
287 
284 

30 

76 

Buffalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson 

329 
690 

Delaware,  I>ackawanna  &  Western.. 
Detroit  &  Mackinac 

815 
25 

Detroit  &  Toledo  Short  Line 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

IS 

1,930 

76 

Lehigh  &  New  England 

63 

Lehigh  Valley 

1,251 

Michigan  Central 

611 

105 

New  York  Central 

3,189 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  it  Western 

New  York,  Susquehanna  &  Western. 
Pere  Marquette 

402 

258 

56 

279 

Pittsburgh  &  T-ake  Erie 

258 

Pittsburgh  &  Shawmut 

4 

Pittsburgh  &  West  Virginia 

28 

23 

Ulster  &  Delaware 

12  j          7 

Wabash 

700         596 

Total,  Central  district 

21,352 

4,322 

4,162 

4,173 

3,878 

12, 2(.0 

11,679   11,655    11,121 

Ohin-Indiana  district. 

Chicago,  Indianapolis  &  Louisville... 
Cincinnati,  Indianapolis  &  Western. . 
Cincinnati  Northern 

667 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

60 
18 
22 

374 
61 
85 
40 
83 
83 
63 
71 

65 
13 
24 

375 
60 
57 
36 
86 
81 
45 
65 

65 
20 
19 

390 
58 
97 
36 
81 
89 
54 
74 

49 
16 
13 

389 
62 
42 
41 
80 

110 
47 
55 

125 
42 
52 

867 
138 
208 
80 
179 
201 
118 
1(>5 

152 
33 
65 

872 
140 
134 

72 
197 
192 

99 
137 

166 
47 
46 

884 
137 
249 
72 
170 
192 
115 
163 

120 
36 
36 

Cleveland,  Cincinnati,  Chicago  &  St. 
Louis 

657 

Detroit,  Toledo  &  Ironton 

134 

Hocking  Vallev 

145 

Kanawha  it  Michigan 

82 

Lake  Erie  &  Western 

181 

Toledo  &  Ohio  Central 

171 

Toledo,  St.  Louis  &  Western 

Wheeling  &  Lake  Erie 

104 
121 

Total,  Ohio-Indiana  district. . . 

6,825 

960 

907 

983 

804 

2,175 

2,083 

2,241 

1,787 

Grand  total,  Eastern  Region... 

36,  .3.36 

6,543 

6,242 

6,394 

5,711 

17,943 

17,051 

17,304 

15,711 
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Railroad. 


ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 
west) 

Bessemer  &  Lake  Erie 

ButYalo  &  Susquehanna 

Central  ol  New  Jersey 

Cumberland  Valley 

Grand  Rapids  &  Indiana 

I^ong  Island 

New  York.  Philadelphia  &  Norfolk. . 

Pennsylvania  (eastern  lines) 

Pennsylvania  (western  lines,  includ- 
ing P.  C.  C.  &  St.  L.) 

Philadelphia  &  Reading 

Western  Maryland 

West  Jersey  &  Seashore 

Total,  Allegheny  Region 

POC.\HONTAS  REGION. 

■Chesapeake  &   Ohio   (including  C. 

&  O.  oflnd.) 

Norfolk  &  Western 

Virginian 

Total,  Pocahontas  Region 

SOUTHERN  REGION. 

Alabama  &  Vicksburg 

Alabama  Great  Southern 

Atlanta  &  West  Point 

Atlanta,  Birmingham  &  Atlantic 

Atlantic  Coast  Line 

Carolina,  Clinchfleld  &  Ohio 

Central  of  Georgia 

Charleston  &  Western  Carolina 

Cincinnati,  New  Orleans  <fe  Texas 
Pacific 

Florida  East  Coast 

Georgia 

Georgia,  Southern  &  Florida 

Gulf  &  Ship  Island 

Gulf,  Mobile  &  Northern 

Illinois  Central  (including  Y.  &  M.V.) 

Louisville  &  Nashville 

Louisville  Henderson  &  St.  Louis 

Mississippi  Central 

Mobile  &  Ohio 

Nashville, Chattanooga  &  St.  Louis.. 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond.  Fredericksburgh  &  Poto- 
mac (including  Washington  South- 
ern)   

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Teimessee  Central 

Total,  Southern  Region 

NORTHWESTERN  REGION. 

Chicago  &  North  Western 

Chicago  Great  Western 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.   Paul,  Minneapolis  &. 

Omaha .     

Duluth  &  iron  Range 

Duluth,  Missabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 

117900— 19— VOL  1 


Miles  of 
road 
Oct., 
1918. 


Road  freight  conductors. 


Road  freight  brakemen  and 
flagmen. 


Oct., 
1917. 


5,142 
225 
297 
04  (i 
164 
570 
398 
122 

5,342 
I 

4,141  I 

1,629  I 

708 

360 


1,197 
70 
19 
231 
41 
54 
53 
26 

1,723 

,144 

569 

158 

32 


19,744  !  5,317 


2,499 

2,088 

489 


5,076 


141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 
6,164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 


123 

3,563 

6,983 

278 

293 


37, 287 


8,090 
1,946 
10, 306 

1,749 
285 
411 
601 


564 

569 

60 


1,193 


13 
50 
16 
31 

255 
25 

104 
24 

87 

55 

31 

18 

16 

19 

763 

625 

17 

12 

120 

137 

25 

15 

23 


34 
251 

760 
14 
19 


3,559 


811 
116 
824 

160 
52 

77 
31 


Dec,  Oct., 
1917.   1918. 


,151 

1,124 

61 

63 

17 

17 

219 

252 

44 

38. 

52 

48 

44 

58 

21 

23 

,660 

1,829. 

,068 

1,073 

493 

500 

159  I   156 
36  !    48 


5,025  5,229 


450 
498 
70 


1,018 


9 
50 
13 
45 

306 
23 

133 
19 

93 
69 
35 

18 

17 

18 

648 

648 

16 

9 

119 

133 

39 

17 

38 


38 

225 

714 

13 

20 


3,525 


832 
101 


175 
21 
16 
31 


625 

584 
71 


1,280 


13 
58 
19 
41 

295 
39 

117 
24 

95 

73 

43 

24 

18 

22 

819 

709 

18 

12 

105 

155 

30 

7 

42 


35 

305 

814 

13 

35 


3,980 


849 
110 
931 

152 
36 
23 
34 


Jan., 
1919. 


62 

•  16 

218 

50 
.  -48 

34 

18 
1,788 

1,000 

425 

153 

49 


Oct.,  Dec, 
1917.   1917. 


1,096  3,188  3,112  3,241 


219  i.  197 


Oct., 
1918. 


4,957 


50 

40 

625 

.571 

128 

125 

138, 

.  121 

153  ■ 

132 

91 

86 

5,912 
2.689 

5,560 
2,462 

1,714  1,588 
480  470 
83  I   102 


15,470  14,566 


603 
491 
66 


1,160 


1,.3.39 

1,205 

248 


2,792 


10 

31 

9 

.49 

319 

33 
164- 

17 

87 

41 

38 

24 

16 

20 

640 

689 

14 

10 

108 

127 

33 

7 

38 


38 
217 
657 
•11 

26  ! 


39 
•  129 

40 

86 
641 

^3 
-305 

61 

182 

102 

87 

44 

35 

51 

1,  729 

1,731 

36 

26 

260 

325 

45 

-29 

58 


86 

626 

733 

35 

40 


3, 473  8, 614 


1,138 

1.083 

176 


21 
100 

30 
122 
738 

51. 
303' 

38 

192 

131 

109 

44 

34 

43 

1,489 

1,765 

36 

14 

264 

328 

101 

36 


79 

523 

1,475 

34 

51 


737 

79 

1,010 

145 
21 
13 
32 


1,656 

244 

1,843 

319 

114 

170 

70 


8,247 


1,584 

216 

1,767 

351 
47 
40 
70 


190 

42 

629 

.115 

111 

117 

97 

6,260 

2,569 

1,669 

507 

93 


15,640 


1,.501 

1,125 

184 


2,810 


.-.'>. 38 

•-116 

•  94' 

1110 

726 

.   65( 

296 

59 

193 

140 

75 

58 

41 

62 

1,846 

1,772 

40 

14 

242 

410 

92 

•   34 


83 

611 

1,906 

34 

70 


9,313 


1,695 

235 

1,892 

315 

77 
46 
80 


Jan., 
1919. 


2,794 

173 

42 

546 

148 

114 

98 

■  73 

6,269 

2,522 

1,479 

499 

142 


14,899 


1,465 

1,162 

150 


2,767 


'■■?i37 

.-;i':47 

•/.lie 

.801 

'  .  74 

212 

37 

194 

83 

81 

58 

33 

46 

1, 380 

1,818 

32 

11 

249 

320 

71 

34 

95 


106 

464 

1,474 

29 

70 

7;  997 


1,482 

177 

1,790 

297 
47 
43 

74 


107 
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Railroad. 


NORTHWESTERN  REGION— Continued 

Elgin,  Joliet  &  Eastern 

Great  Northern 

Mineral  Range 

Minneapolis  &  St.  Louis 

Minneapolis,  St.  Paul  &  Sault  Ste. 
Marie 

Northern  Pacific 

Oregon-Washington  Railroad  &  Nav- 
igation Co 

Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region... 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern 

Atchison,  Topeka  &  Santa  Fe 

Chicago  &  Alton 

Chicago  &  Eastern  Illinois 

Chicago,  Burlington  &.  Quincy 

Chicago,  Peoria  &  St.  Louis 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.  I.  &  G.) 

Chicago,  Terre  Haute  &  Southeastern 

Colorado  &  Southern 

Denver  &  Rio  Grande 

Denver  &  Salt  Lake 

El  Paso  &  Southwestern 

Los  Angeles  &  Salt  Lake 

Northwestern  Pacific 

Oregon  Short  Line 

Southern  Pacific  (Pacific  System) . . . 

Toledo,  Peoria  &  Western 

Union  Pacific  (including  St.  J.  & 
G.I.) 

Western  Pacific 

Total,  Central  Western  Region. 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  City 

Fort  Worth  &  Rio  Grande 

Gulf  Coast  Lines 

Gulf,  Colorado  &  Santa  Fe 

Houston  &  Texas  Central 

Houston  East  &  West  Texas 

International  &  Great  Northern 

Kansas  City,  Mexico  &  Orient  Sys- 
tem   

Kansas  City  Southern  (including  T. 
&  F.  S.) 

Louisiana  &  Arkansas 

Midland  Valley 

Missouri  &  North  Arkansas 

Missouri,  Kansas  &  Texas 

Missouri,  Kansas  &  Texas  of  Texas.. 

Missouri  Pacific 

San  Antonio  &  Aransas  Pass 

St .  Louis-San  Francisco '. 

St.  Louis-San  Francisco  &  Texas 

St.  Louis  Southwestern 

St.  Louis  Sonlhwcstcrn  of  Texas 

Southern  Pacific  (Sunset  Lines) 

Texas  Pacific 

Vicksburg,  Shrcveport  &  Pacific 

Wichita  Falls  &  Northwestern 

Wichita  Valley 

Total,  Southwestern  Region... 
Graiid  total,  all  regions 


Miles  of 
road 
Oct., 
1918. 


8,258 

101 

1,647 

4,243 
6,571 

2,069 
556 


47, 191 


378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 

3,872 
1,011 


51,490 


354 
235 
920 

1,937 
887 
232 

1,160 

737 

837 

302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 


Road  freight  conductors. 


Oct.,     Dec,     Oct., 
1917.      1917.      1918. 


81 

749 

17 

87 

293 
582 

118 
19 


10 
794 
166 
155 
758 

25 

657 
19 
99 

222 
21 
60 
68 
25 

182 

710 
13 

555 
63 


4,602 


104 
48 
14 


33 

83 
13 
23 

8 

182 

186 

616 

32 

463 

9 

50 

67 

224 

168 

9 


31.633     2,478 
228,757  127,709 


78 

596 

17 

85 

293 
434 

140 

18 


3,736 


16 
717 
164 
131 
877 

26 

570 

26 

104 

207 

25 

72 

64 

26 

169 

613 

13 

540 
55 


4,415 


44 
9 
53 
122 
53 
12 
70 

32 

87 

13 

19 

13 

132 

111 

500 

44 

438 

9 

53 

44 

235 

186 

8 

12 
8 


124 


11 
100 


320 
524 


121 

24 


3,967 


11 
739 
168 
134 
893 

14 

647 

29 

104 

217 

20 

59 

64 

28 

167 

685 

13 

520 
70 


4,582 


111 
38 
21 

78 

25 

91 
13 
36 
17 

212 
98 

533 
26 

535 

6 

51 

32 

171 

174 
9 
14 
13 


Jan., 
1919. 


90 

585 

9 

84 

206 
413 

130 
16 


Road  freight  brakemen  and 


Oct., 
1917. 


3,570 


14 
719 
162 
117 
844 

13 

550 
26 
82 

167 
34 
55 
53 
24 

146 

542 
14 


63 


4,123 


67 

13 

15 

13 

186 

112 

445 

30 

525 

6 

57 

33 

178 

194 

8 

24 

8 


2,317  I  2,3.i3  2,238 


26,278  27,78o  25,2.'?2 


168 

1,682 

35 

184 

670 
1,243 

293 
49 


8,740 


37 

1,619 

337 

351 

1,591 

60 

1,450 

42 
217 
438 

42 
156 
140 

72 

357 

1,770 

27 

1,221 
131 


Dec., 
1917. 


163 

1,320 

35 

188 

671 
1,012 

332 
51 


7,847 


10,048 


229 

219 

39 

212 

76 

189 

44 

44 

25 

418 

465 

1,532 

81 

1,190 

19 

145 

160 

475 

411 

21 

20 

12 


43 

1,426 

331 

291 

1,807 

53 

1,260 

56 
209 
425 

50 
197 
130 

58 

366 

1,495 

29 

1,130 
112 


9,468 


94 
20 
116 
306 
109 
28 
187 

60 

180 
47 
38 
40 

295 

260 
1,237 

101 

1,055 

18 

126 
98 

636 

4i8 
20 
26 
19 


5, 444 
6.-i,020^ 


Oct., 
1918. 


253 

1,424 

24 

172 

708 
1,144 

300 
66 


29 

1,530 

346 

262 

1,916 

30 

1,457 

66 
220 
441 

40 
139 
129 

58 

374 

1,670 

28 

1,124 
144 


10, 103 


14 


239 
101 
46 
173 

47 

176 

30 

76 

44 

452 

221 

1,222 

70 

1,300 

13 

133 

77 

404 

423 

20 

28 

19 


431  7, 509 


5, 417  5, 296 
i9^0ir,627925 
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Railroad. 


Miles  o( 
road 
Oct., 
1918. 


Road  passenger  engineers 
and  motormen. 


Road  passenger  firemen 
and  helpers. 


Oct., 
1917. 


Dec, 
1917. 


Oct., 
1918. 


Jan., 
1919. 


Oct., 
1917. 


Dec, 
1917. 


Oct., 
1918. 


Total,  New  England  district 

Total,  Central  district 

Total,  Ohio-Indiana  district 

Grand  total,  Eastern  Region.. 

Total ,  Allegheny  Region 

Total,  Pocahontas  Region 

Total,  Southern  Region 

Total,  Northwestern  Region 

Total,  Central  Western  Region 

Total,  Southwestern  Region 

Grand  total,  all  regions 

EASTERN  REGION. 

New  England  district. 

Bangor  &  Aroostook 

Boston  &  Albany 

Boston  &  Maine 

Central  New  England 

Central  N'ermont 

Grand  Trunk  in  New  England 

Maine  Central 

New  York,  New  Haven  &  Hartford 
Rutland ■ 

Total,  New  England  district.. 

Central  district. 

Ann  Arbor 

Buffalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson 

Delaware,  Lackawanna  &  Western. 

Detroit  &  Mackinac 

Detroit  &  Toledo  Short  Line , 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

Lehigh  &  New  England 

Lehigh  Valley 

Michigan  Central 

Monongahela 

New  York  Central 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western. 

Pere  Marquette 

Pittsburgh  &  Lake  Erie 

Pittsburgh  &  Shawmut 

Pittsburgh  &  West  Virginia 

Ulster  &  Delaware 

Wabash 

Total,  Central  district 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louisville... 
Cincinnati,  Indianapolis  &  Western. ^ 

Cincinnati  Northern 

Cleveland,  Cincinnati,  Chicago  &  St. 

Louis 

Detroit,  Toledo  &  Ironton 

Hocking  Valley 

Kanawha  &  Michigan 

Lake  I^rie  &  Western 

Toledo  &  Ohio  Central 

Toledo,  St.  Louis  &  Western 

Wheeling  ti  Lake  Erie 

Total,  Ohio-Indiana  district. . . 

Grand  total,  Eastern  Region... 


8,159 

21,352 

6,825 


992 

2,000 

340 


1,099 

1,917 

360 


993 

1,786 

335 


1,002 

1,687 

306 


1,139 

1,969 

348 


1,070 

1,837 

370 


990 

1,735 

342 


36,336 


3,332 


3,376 


3,114 


2,995 


3,456 


3,277 


3,067 


19,  744 
5,076 
37, 287 
47, 191 
51,490 
31,633 


2,564 
364 
1,551 
1,819 
2,437 
1,015 


2,593 
239 
1,520 
1,802 
2,358 
1,002 


2,524 
226 
1,541 
1,685 
2,152 
942 


228, 757 


13, 082 


12,890 


12,184 


632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 


8,159 


294 
585 
903 
996 
353 
62 

2,259 

97 

222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 

225 

94 

63 

129 

2,519 


12 
103 
266 

16 

29 
9 

60 
466 

31 


11 

120 
326 
10 
29 
13 
53 
510 
27 


101 
294 

17 

27 
7 

46 
457 

35 


992  1,099 


993 


14 

24 
63 
152 

7 


14 

24 

59 

151 

7 


256 
3 


127 

241 

5 

784 

24 

32 

14 

62 

37 

5 

3 

6 

141 


21,352  2,000 


657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 


6,825    340 


186 
12 
15 
7 
20 
15 
14 
17 


36,336  3,332 


258 
3 


133 

237 

4 

702 

24 

32 

15 

47 

28 

35 

3 

6 

135 


1,917 


56 
8 
6 

184 
12 
13 
7 
20 
15 
18 
21 


14 

24 

56 

145 

7 


246 
3 


119 

182 

4 

685 

17 

32 

15 

61 

36 

2 

3 

6 

129 


2,432 
233 
1,538 
1,559 
2,134 
940 


2,441 
272 
1,543 
1,774 
2,258 
1,043 


2,398 
242 
1,551 
1,813 
2,187 


2,339 
235 
1,626 
1,675 
2,081 
968 


11,831 


12, 787 


9 

101 

285 

14 

27 

7 

47 

487 

25 


12 
101 
417 

15 

29 
8 

60 
466 

31 


14 

24 

54 

142 

7 


224 
3 


360 


3,376 


42 
8 
6 

178 
12 
13 
13 
17 
15 
11 
20 


335 


3,114 


122 
177 
4 
648 
16 
29 
12 
66 
33 


3 

5 
104 


1,687 


158 
12 
13 
10 
15 
13 
12 
15 


1,139 


24 
61 
154 

7 


252 
3 


130 

211 

4 

786 

24 

31 

14 

62 

37 

9 

3 

6 

143 


12,452 


11 

117 

333 

10 

29 

12 

53 

476 

29 


1,070 


24 
63 
150 

7 


263 
3 


11,991 


9 
100 
295 
23 
22 
7 
46 
463 
25 


10 
24 
56 
144 

7 


306 


40 
8 
6 

193 
12 
15 
7 
20 
16 
14 
17 


348 


144 

205 

4 

668 

24 

31 

15 

47 

29 

3 

3 

6 

139 


1,837 


56 
8 
6 

191 
12 
13 
7 
20 
16 
18 
23 


370 


2, 995  3, 456  3, 277 


232 
3 


123 

157 

4 

676 

17 

33 

12 

62 

36 

2 

3 

6 

128 


1,735 


45 
8 
6 

183 
13 
13 
13 
17 
16 
11 
17 


342 


3,067  2,96S 
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Railroad. 


ALLEGHENY  REGION. 

Baltimore  i  Ohio  (lines  east  and 
west) 

Bessemer  &  Lake  Erie 

Buffalo  &  Susquehaima 

Central  of  New  Jersey 

Cumberland  Valley 

Grand  Rapids  &  Indiana 

Long  Island . . . , 

New  York,  Pliiladelphia  &  Norfolk. 

Pennsylvania  (eastern  lines) 

Peraisylvania  (western  lines,  includ- 
ing P.  C.  C.  &  St.  L.) 

Philadelphia  &  Reading 

Western  Maryland 

West  Jersey  &  Seashore 

Total,  Allegheny  Region 

POCAHONTAS  REGION. 

Chesapeake     &      Ohio     (including 

C.  &  O.  oflnd.) 

Norfolk  &  Western 

Virginian 

Total,  Pocahontas  Region. . .. 

-SOUTHERN  REGION. 

Alabama  &  Vicksburg 

Alabama  Groat  Southern 

Atlanta  &  West  Point 

At!:inla,  Birmingham  &  Atlantic. . . 

A  tlantic  Coast  Line 

Carolina,  Clinchfield  &  Ohio 

Central  of  Georgia 

Charleston  &  Western  Carolina 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  East  Coast 

Georgia 

Georcia  Southern  &  Florida 

Gulf  &  Ship  I.sland 

Gulf,  Mobile  &  Northern 

Illinois  Central  (including  Y.  d- 
M.  V.) 

Louisville  &  N;ishville 

Louisville,  Henderson  &  St.  Louis.. 

Mississippi  Central 

Mobile  &  Ohio 

Nashvilie,  Chattanooga  &  St.  Louis. 

New  Orleans  ct  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Fredericksburgh  &  Poto- 
mac (including  Washington  South- 
ern)  

Seaboard  Air  Line 

Soiithem 

Southern  in  Mississippi 

Tennessee  Central 

Total,  Southern  Region 

NORTHWESTERN  REGION. 

Chicago  S:  North  Western 

Chicago  Great  \\cstern 

Chicago,  MilwauUec  ^t  St.  Paul 

Chicago,   St.    l^xul,    Minneapolis  & 

Omaha 

Duluth  &  Iron  Ranee 

Diiluth,  Missabe  &  Northern 

Duluth,  South  Shore  it  Atlantic... 
Elgin,  Joliet  &  Eastern 


Miles  of 
road 
Oct., 
191S. 


5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

708 

360 


19, 744 


2,499 

2,088 

489 


5,076 


141 
312 
225 
640 

4.497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 

6, 164 
4,997 
200 
lt)4 
987 
1,248 
196 
285 
897 


123 

3, 563 

6, 98.3 

278 

293 


Road  passenger  engineers 
and  motormen. 


37,287 


8,090 

1,946 

10, 306 

1,749 
285 
411 
601 

8t)8 


Oct., 
1917. 


460 

12 

2 

123 

15 

29 

132 

10 

1,063 

424 

201 

26 

67 


2,564 


251 

101 

12 


364 


8 

20 

12 

16 

163 

8 
71 

9 

24 
27 
13 
16 


353 
199 

8 

4 

31 

54 
15 


24 
114 
309 


Dec, 
1917. 


4.50 

11 

2 

110 

15 

25 

146 

9 

1,090 

441 
190 
28 
76 


2,593 


130 
99 
10 


1,551 


424 

72 

449 


5 

l(i 

12 

17 

172 

.5 
64 
17 

28 
24 
12 
16 
7 
10 

299 

198 

8 

4 

31 

58 

9 

6 

26 


27 

104 

332 

5 


Oct., 
1918. 


377 

12 

2 

104 

12 

23 

152 

13 

1,101 

414 
189 
20 
105 


2,524 


117 
98 
11 


1,520 


486 

60 

379 


8 

14 

12 

21 

170 

5 
86 


350 

188 

8 

5 

27 

46 

11 


22 

139 

322 

5 

6 


430 

59 

329 

73 
4 
12 
21 


Jan., 
1919. 


358 

12 

2 

103 

12 

20 

135 

11 

1,082 

418 
178 
23 

78 


2,432 


126 
97 
10 


233 


5 

15 

12 

18 

175 

5 
85 


28 
28 
13 
25 
7 
10 

308 

192 

8 

4 

26 

53 

10 


23 

121 

311 

5 

10 


Road  passenger  firemen 
and  helpers. 


Oct. 
1917. 


Dec, 
1917. 


456 

12 

2 

123 

14 

28 

52  I 

10 

1,049 

420 

206 

25 

44 


4.56 

11 

2 

110 

13 

27 

57 

10 

1,035 

434 
195 
27 
21 


2,441  2,398 


1.56 
104 
12 


134 
98 
10 


242 


1,538 


428 
46 
370 

72 
4 


20 
12  I 

17  i 
167  I 

68  ! 
9 

26 
27 
13 
16- 


347 

201 

8 

4 

32 

56 

15 

8 


24 
115 
304 


1,543 


5 
16 
12 
19 

181 

5 

70 

17 

28 
24 
12 
10 
7 
10 

310 

203 

8 

4 

32 

58 

9 

9 

16 


27 
106 
335 


486 

60 

362 

87 

4 

11 

21 
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Railroad. 


NORTHWESTERN  REGION— continued. 

Great  Northern 

Mineral  Rantje 

Minneapolis  &  St.  Louis 

Minneapolis,  St.  Paul  &  Saulte  Ste. 

Marie 

Northern  Pacific 

Oregon-Washington      Railroad      & 

Navigation  Co 

Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region... 

CENTRAL  WE.STERN  REGION. 

Arizona  Eastern 

Atchison,  Topeka  &  Santa  Fe 

Chicago  &  Alton 

Chicago  &  Eastern  Illinois 

Chicago,  Burlington  &  Quincy 

Chicago,  Peoria  &  St.  Louis 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.I.  &  G.) 

Chicago,  Terre  Haute  &  Southeastern 

Colorado  &  Southern 

Denver  &  Rio  Grande 

Denver  &  Salt  Lake 

El  Paso  &  Southwestern 

Los  Angeles  &  Salt  Lake 

Northwestern  Pacific 

Oregon  Short  Line 

Southern  Pacific  (Pacific  System)... 

Toledo,  Peoria  &  Western 

LTnion  Pacific  (including  St.  J.  & 
G.I.) 

Western  Pacific 

Total,  Central  Western  Region. 

SOUTHWE.STERN  REGION. 

Fort  Worth  &  Denver  City 

Fort  AVorth  &  Rio  Grande 

Gulf  Coast  Lines 

Gulf,  Colorado  &  Santa  Fe 

Houston  &  Te.xas  Central 

Houston  East  &  West  Texas 

International  &  Great  Northern 

Kansas    City,     Mexico    &     Orient 

System 

Kansas  City  Southern  (including  T. 

&  F.  S.)." 

Louisiana  &  Arkansas 

Midland  Valley 

Missouri  &  North  Arkansas 

Missouri,  Kansas  &  Texas 

Missouri,  Kansas  &  Texas  of  Te.xas.. 

Missouri  Pacific 

San  Antonio  &  Aransas  Pass 

St.  Louis-San  Francisco 

St.  Louis-San  Francisco  &  Texas 

St.  Louis  Southwestern 

St.  Louis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  Lines) 

Texas  Pacific 

Vicksburg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

Wichita  Valley 

Total,  Southwestern  Region . . . 

Grrnd  total,  all  regions 


Miles  of 
road 
Oct., 
1918. 


8,258 

101 

1,647 

4,243 
G,571 

2,069 
556 


47, 191 


378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 

3,872 
1,011 


51,490 


354 
235 
920 

1,937 
887 
232 

1,160 

737 

837 

302 

366 

356 

1,787 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

•     329 

257 


31,633 


228, 757 


Road  passenger  engineers 
and  motormen. 


Oct., 
1917. 


309 

1 

42 


101 
226 


1,819 


403 
71 
62 

396 

8 

374 
6 
37 
72 
6 
19 
54 
34 
71 

532 


251 

27 


2,437 


9 

59 

84 

243 

17 

209 

2 

27 

21 

92 

69 

8 

1 

3 


1,015 


13,082 


Dec, 
1917. 


308 
1 

38 


100 
215 


1,802 


6 

414 

73 

54 

400 


331 
6 
40 
70 
5 
18 
51 
34 
68 

493 
10 

254 
23 


2,358 


40 


57 
70 

192 
23 

221 
1 
25 
25 
91 
68 


Oct., 
1918. 


303 

1 

40 


111 

235 


1,685 


364 
71 


316 

7 

37 

62 

16 
46 
35 
54 
446 
10 

235 
17 


2,152 


1,002 


12, 890 


72 
46 

183 
18 

221 


942 


12,184 


Jan., 
1919. 


101 
197 

76 
15 


Road  passenger  firemen 
and  helpers. 


Oct., 
1917. 


331 

1 

42 


102 
231 


1,774 


5 

.391 

68 

60 

375 


297 
5 
25 
63 
5 
15 
42 
35 
62 

446 


206 
18 


2,134 


66 
55 

173 
20 

217 

1 

22 

15 


940 


11,831 


6 

401 

71 

55 

397 

8 

375 
5 
37 
72 
6 
19 
54 
23 
71 

356 


266 
27 


2,258 


59 

84 

260 

17 

218 

2 

27 

21 

93 

69 

8 

1 

3 


1,043 


12, 787 


Dec. 

1917. 


341 
1 

38 


105 
212 


1,813 


6 

417 

73 

60 

394 


325 
6 
39 
70 
5 
18 
51 
18 
70 

346 
10 

254 
17 


2,187 


26 

8 

6 

6 

61 

64 

192 

23 

225 

1 

23 

19 

90 

81 


984 


12, 452 


Oct., 
1918. 


308 

1 

40 


375 
71 
62 

390 


320 
7 
38 
62 
5 
13 
46 
20 
53 

319 
12 

257 

18 


2,081 


72 
49 

236 
19 

225 


968 


11,991 
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Miles  of 
road,  Oc- 
tober, 
1918. 

Road 

passenger  conductors. 

Road  passenger  baggagemen . 

Railroad. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1918. 

Oct., 
1918. 

Jan., 
1919. 

Total,  New  England  district 

8,159 

21,352 

6, 825 

892 

1,441 

240 

825 

1,451 

229 

838 

1,384 

255 

817 

1,356 

218 

813 
876 
105 

742 
909 
110 

802 
929 
106 

745 

Total,  Central  district 

870 

Total,  Ohio-Indiana  district 

118 

Grand  total,  Kastem  Region... 

36,336 

2,573 

2,505 

2,477 

2,391 

1,794 

1,781 

1,817 

1,733 

Total,  Allegheny  Region 

19,744 
5,07fi 
37,287 
47,191 
51,490 
31,633 

2,003 
226 
1,338 
1,510 
1,926 
881 

2,119 
212 
1,408 
1,481 
1,963 
871 

2,0S8 
209 
1,403 
1,418 
1,730 
823 

2,000 
205 
1,436 
1,347 
1,774 
849 

1,467 
130 
865 
718 
372 
69 

1,436 
107 
921 
798 
375 
84 

1,403 

98 

948 

678 

350 

70 

1,355 

Total,  Pocahontas  Reeion 

100 

Total,  Southern  Region 

9ti4 

Total,  Northwestern  Region 

689 

Total,  Central  Western  Region 

Total,  Southwestern  Region 

390 
92 

Grand  total,  all  regions 

228,757 

10,457 

10,559 

10, 148 

10,002 

5,415 

.5,502 

5,364 

5,323 

EASTERN  REGION. 

New  England  district. 
Bangor  &  Aroostook 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

11 
95 

294 

14 

22 

9 

46 

376 
25 

12 
96 

252 

10 

19 

2 

46 

364 
24 

9 

94 

233 

11 

21 

5 

64 

376 

25 

9 

89 

242 

10 

21 

6 

51 

366 

23 

11 
76 

281 

14 

20 

7 

47 

336 
21 

11 
72 

244 

10 

IS 

2 

47 

317 
21 

8 

73 

268 

10 

19 

4 

66 

335 

19 

9 

Boston  &  Albany 

73 

Boston  &  Maine 

255 

Central  New  England 

9 

Central  Vermont 

17 

Grand  Trunk  in  New  England 

Maine  Central 

5 
50 

New  York,  New  Haven  &  Hartford. . 
Rutland 

307 
20 

Total,  New  England  district... 

8,159 

892 

825 

838 

817 

813 

742 

802 

745 

Central  district. 
Ann  Arbor 

294 
585 
903 
996 
3.53 
62 

2,250 

97 

222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 
225 
94 
63 
129 

2,519 

12 
23 
65 

"I 

12 

23 

57 

110 

5 

12 

23 

61 

109 

5 

14 

23 

49 

108 

5 

'"'22' 
43 

1 

1 
22 
43 
79 

5 

Buffalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson 

21 
39 

76 
5 

21 

38 

Delaware,  Lackawanna  &  Western. . 
Detroit  &  Mackinac 

78 

Detroit  &  Toledo  Short  Line 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

180 
3 

191 
3 

186 
3 

3 

140 
3 

154 
3 

153 
3 

144 
3 

Lehigh  &  New  England 

Ijehigh  Valley 

83 

102 

5 

588 

18 

31 

14 

54 

28 

5 

3 

6 

114 

89 

125 

4 

580 

16 

30 

15 

46 

24 

3 

3 

6 

109 

82 

118 

4 

543 

12 

29 

12 

49 

27 

2 

3 

6 

108 

81 

116 

4 

557 

13 

26 

14 

55 

25 

66 

84 

5 

298 

14 

30 

8 

44 

23 

65 

108 

4 

316 

15 

29 

12 

40 

22 

72 

104 

3 

310 

15 

29 

8 

43 

21 

59 

Michigan  Central 

92 

4 

New  York  Central 

299 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western. 
Pere  Marquette 

15 

26 

9 

50 

Pittsburgh  &  Lake  Erie 

20 

Pittsburgh  &  *hawmut 

Pittsburgh  &  West  Virginia. . 

2 
6 

87 

Ulster  &  Delaware 

4 

6 

4 
7 

4 
3 

4 

Wabash 

3 

Total,  Central  district 

21,352 

1,441 

1,451 

r,384 

1,356 

876 

929 

909 

870 

Ohio-Indiana  district. 
Chicago,  Indianapolis  &  Louisville... 

657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

25 

8 
4 

121 
9 
14 
6 
17 
11 
10 
15 

24 

8 
4 

121 
9 
11 
6 
13 
11 
13 
9 

36 
8 
4 

120 
11 
11 
25 
16 
11 
8 
15 

24 
8 
4 

108 
11 

8 
12 
11 
11 

8 
13 

Cincinnati, Indianapolis  &  Western.. 
Cincinnati  Northern  

4 

4 

3 

3 

Cleveland,  Cincinnati,  Chicago  &  St. 
Louis 

62 
6 

13 
6 
2 

12 

62 
6 

13 
6 

7 
12 

59 
6 

12 

10 
2 

12 
2 

69 

Detroit,  Toledo  &  Ironton 

7 

Hocking  Vallev 

12 

Kanawha  A-  ^fichigan 

9 

I<ake  Erie  it  Western 

6 

Toledo  &  Ohio  Central 

11 

Toledo,  St.  Louis  c<c  Western 

1 

Wheeling  &  Lake  Erie 

Total,  Ohio-Indiana  district. . . 

6,825 

240 

229 

255 

218 

105 

110 

106 

118 

.36,336 

2,573 

2,505 

2,477 

2,  .391 

1,794  ' 

1,781 

1,817 

1,733 
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Miles  of 
road,  Oc- 
tober, 
1918. 

Road  passenger  conductors. 

Road  passenger  baggagemen. 

Railroad. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1918. 

Oct., 
1918. 

Jan., 
1919. 

ALLEGHENY  REGION. 

Baltimore  &  Ohio(lines  eastand  west) . 

5, 142 
225 
297 
M6 
164 
570 
398 
122 

5,342 

4,141 

1,629 

70S 

360 

348 
12 
2 

86 

14 

21 

124 

7 
788 

352 
159 
22 

68 

355 

10 

2 

80 

14 

22 

131 

7 

847 

361 
166 
24 
100 

299 

13 

2 

93 

12 

29 

138 

8 

851 

348 

174 

19 

102 

280 
12 
2 
89 
12 
19 

142 
10 

804 

339 
170 
20 
101 

337 
12 

325 
10 

252 
13 

243 
12 

Central  of  New  Jersey 

67 

5 

21 

10 

6 

547 

256 

152 

15 

39 

59 

6 

22 

10 

6 

510 

267 
153 
17 
51 

72 

5 

22 

10 

9 

547 

259 

147 

16 

51 

68 

Cumberland  Valley 

4 

18 

11 

New  York,  Philadelphia  &  Norfolk. . 
Pennsylvania  (eastern  lines) 

10 
535 

Pennsylvania  (western  lines,  includ- 
ing P.  C.C.  &  St.  L.) 

254 

Philadelphia  &  Reading  

158 

16 

26 

Total,  Allegheny  Region 

19,744 

2,003 

2,119 

2,088 

2,000 

1,467 

l,4.3o 

1,403 

1.355 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 
O.  oflnd.) 

2,499 

2,088 

489 

130 
84 
12 

118 

85 
9 

117 

82 
10 

114 
80 
11 

127 

1 
2 

106 

1 

95 

1 
2 

99 

Norfolk  &  Western 

1 

Virginian 

Total,  Pocahontas  Region 

5,076 

226 

212 

209 

205 

130 

107 

98 

100 

SOUTHERN  REGION. 

Alabama  &  Vicksburg 

141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 
6,164 
4,997 
200 
164 
987 
1,248 
190 
285 
897 

123 

3,563 

6,983 

278 

293 

8 

11 

11 

14 

135 

6 
61 

8 

23 
24 
14 
16 

7 

13 

288 

169 

7 

4 

26 

52 

8 

8 

15 

17 

112 

269 

5 

7 

5 
11 
12 
16 
148 

3 
66 

8 

28 

24 

12 

16 

7 

10 

276 

179 

8 

4 

24 

53 

9 

7 

24 

21 

142 

283 

5 

7 

8 
14 
13 
18 
131 

3 
64 

8 

27 

22 

12 

21 

8 

10 

298 

200 

7 

5 

24 

45 

8 

15 

19 

18 

124 

270 

5 

6 

5 

9 
13 
17 
159 

3 
83 

8 

28 

44 

12 

21 

7 

10 

269 

196 

8 

4 

25 

54 

9 

9 

26 

19 

106 

278 

5 

9 

5 
11 
11 

3 

11 
12 

6 
14 
13 

3 

Alabama  Great  Southern 

9 

Atlanta  &  West  Point 

12 

Atlanta,  Birmingham  &  Atlantic 

Atlantic  Coast  Line 

106 

119 

105 

120 

Carolina,  Clinchfield  &  Ohio 

Central  of  Georgia 

36 

8 

18 
24 
15 
12 

39 

8 

23 
24 
15 
12 

32 

8 

27 
22 
15 
21 

56 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

8 
23 

Florida  East  Coast 

44 

Georgia 

15 

Georgia,  Southern  &  Florida 

21 

Gulf  &  Ship  Island 

Gulf,  Mobile  &  Northern 

Illinois  CentraUincludingY.&M.  v.). 

121 
93 

148 

86 

140 
117 

157 
92 

Louis\ille,  Henderson  &  St.  Louis... 

Mississippi  Central 

Mobile  &  Ohio 

19 
32 

8 

19 
33 

8 

21 
34 

8 

20 

Nashville,  Chattanooga  &  St.  Louis. . 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

37 

7 

Norfolk  Southern 

4 

17 

95 

229 

1 

12 

21 

83 

237 

1 

7 

7 

18 

99 

234 

1 

6 

11 

Richmond,  Fredericksburgh  &  Po- 
tomac     (including     Washington 
Southern) 

''O 

Seaboard  Air  Line. 

91 

Southern .... 

208 

Southern  in  Mississippi 

1 

Tennessee  Central 

9 

Total,  Southern  Region 

37,287 

1,338 

1,408 

1,403 

1,436 

865 

921 

948 

964 

NORTHWESTERN  REGION. 

Chicago  &  North  Western 

8,090 

1,946 

10,306 

1,749 
285 
411 
601 
808 

384 
54 
327 

63 
6 
12 
18 

404 

48 

327 

71 
6 

8 
18 

379 

45 

296 

60 

4 
9 
18 

358 
35 

278 

67 
6 
7 

38 

263 

319 

284 

277 

Chicago  Great  Western 

Chicago,  Milwaukee  &  St.  Paul. 

Omaha . .                

267 

26 
4 
14 
17 

252 

30 
4 
5 

17 

211 

32 
4 
8 

17 

195 
32 

Duluth  &  Iron  Range 

2 

Duluth,  JNIissabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 

Elgin,  Joliet  &  Eastern 

6 
16 
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Miles  of 
road,  Oc- 
tober, 
1918. 

Road  passenger  conductors. 

Road  passenger  baggagemen. 

Railroad. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec. 
1918. 

Oct., 

1918. 

Jan., 
1919. 

NORTHWESTERN  REGION— COlltd. 

Great  Northern  .                     

8,258 

101 

1,647 

4,243 

244 

1 

40 

94 

234 

1 

29 

93 
180 

48 
14 

225 

1 
28 

97 
179 

66 
11 

215 

"   "29" 

81 
172 

47 
14 

35 

35 

30 

1 
2 

83 
6 

35 

1         i 
3         2 

2 

Minneapolis,  St.  Paul  &  Sault  Ste. 
Marie                    

83 
5 

84 
43 

6 

90 

6,571  1      201 

2,069  !        52 
556           14 

28 

Oregon-Washington      Railroad      & 

6 

Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region. . . 

47,191      1,510 

1,481 

1,418 

1,347 

718 

798 

678 

689 

CENTRAL  WESTERN  REGION. 

Arizona  Eastern 

1 
378             6 

6 

418 

52 

48 

329 

6 

263 

5 

30 

.53 

4 

14 

41 

36 

60 

410 

8 

5 

200 

50 

43 

297 

6 

248 

5 

29 

46 

3 

11 

26 

33 

46 

440 

S 

5 

384 

47 

48 

291 

6 

238 

6 

18 

44 

4 

11 

27 

36 

62 

382 

8 

144 
14 

9" 

9 

3 

93 

3 
8 
9 
6 
86 

7' 

9 

6 

98 

3 

Atchison,  Topeka  &  Santa  Fe 

9,439 
1,051 
1,131 

324 
52 

41 

8 
9 

6 

Chicago,  Burlington  &  Quincy 

Chicago   Peoria  &  St.  T>ouis. 

9,628  j      321 

■  247             7 

8,005  i      287 

374  1          4 

Ij  100  i        28 

2,652           .52 

255             4 

1,028           14 

1,168  !        33 

507  1        39 

2,345           fifi 

102 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.  I.  &  G.)... 

1 
5 

1 
4 

Chicago,  Terre  Haute  &  Southeastern. 

4 

,5 

Denver  &  Rio  Grande 

El  Paso  &  Southwestern 

33 
3 
39 
93 

1 

93 

36 

■■30 
83 

1 

86 
22 

28 
3 
27 
89 
1 

78 

24 

26 

Southern  Pacific  (Pacific  System) 

Toledo  Peoria  &  Western ... 

7,051 
248 

3,872 
1,011 

456 
8 

165 
19 

109 
1 

Union   Pacific  (including  St.  J.   & 

G.I.) 

Western  Pacific 

165        152 
15          14 

78 
19 

Total,  Central  Western  Region. 

51,490 

1,926 

1,963  }  1,730 

1,774 

372 

375 

350 

390 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  Citv ... 

3.54 
235 
920 

1,937 
887 
282 

1,160 
737 

837 

302 

366 

356 

1,7.37 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 

11 
5 

"'.36' 

26, 

10^ 

33 

6 

19 

7 

7 

40 

75 

193 

17 

190 

2 

28 

17 

79 

62 

7 

1 

3 

12 

7 

20 

38 

24 

5 

33 

6 

21 

7 

5 

7 

55 

61 

175 

23 

155 

1 

29 

18 

83 

76 

7 

9 

7 

""'35' 

25 

11 

28 

6 

19 

7 
10 

7 

53 

40 

189 

18 

177 

1 
23 
16 
74 
58 

7 

14 

7 

26 

35 

20 

6 

22 

8 

22 
7 
6 
7 

53 

49 

165 

20 

180 

1 

23 

15 

77 

67 

7 

9 

3 

12 

11 

Fort  Worth  &  Rio  Grande 

Houston  &  Texas  Central . . 

Houston  East  &  West  Texas 

International  &  (^.reat  Northern 

4 

4 

4 

4 

Kansas  City  Southern  (including  T. 
&  F.  S.) 

1 

7 

7  1          7 

7 

Midland  Vallev.. 

Missouri  &  North  Arkansas.. 

2 

4             4 

4 

Missouri,  Kansas  it'  Texas  of  Texas 

1 

Missouri  Pacific 

18 

33          29 

49 

St.  Louis  Southweslern. 

Southern  Pacific  ( Sunset  Lines) 

Texas  Pacific 

19 
6 

19 
6 

17 
6 

22 

Vicksburg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern... 

6 

Wichita  Valley 

3 

3 

1 

3 

Total,  Southwestern  Region... 

31,633 

881 

871 

823 

849 

69 

84 

70 

92 

Grand  total,  all  regions 

228,757 

10,457 

10,559 

10, 148 

10,002 

5,415 

5,502 

5,364 

5,3i3 
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Miles  of 
road 
Oct., 
1918. 

Road  passenger  brakemen 
and  flagmen. 

Other  road  train  emplojees  . 

Railroad . 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Total,  New  England  district 

Total  Central  district   

8,159 
21,352 

6,825 

1,248 

2,340 

347 

1,153 

2,274 
346 

1,248 

2,223 

338 

1,175 

2,044 

306 

238 

195 

11 

273 

356 

4 

267 
279 

7 

368 
335 

8 

Grand  total.  Eastern  Region... 

36,336 

3,935 

3,773 

3,809 

3,525 

444 

633 

553 

711 

19, 744 
5,076 
37,287 
47,191 
51,490 
31,633 

3, 074 
256 
1,406 
2,398 
2.662 
002 

3,074 
233 
1,4.30 
2,327 
2,571 
882 

3,164 
222 
1,451 
2,268 
2,412 
814 

3,195 
227 
1,453 
2,059 
2,295 
852 

127 
58 
987 
324 
634 
976 

111 
49 
973 
291 
675 
968 

97 
56 
1,125 
275 
595 
910 

161 

50 

1,005 

230 

Total,  Central  Western  Region 

615 

882 

Grand  total,  all  regions 

228, 757 

14,633 

14,290 

14,140 

13,606 

3,550 

3,700 

3,611 

3,654 

EASTERN  REGION. 

New  Englavd  dintrict. 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

12 
128 
390 

17 

19 
9 

51 
575 

37 

11 
118 
393 

12 

IS 
2 

58 
506 

35 

10 
129 

418 
23 
26 

78 
522 
35 

11 
129 
384 

12 

21 
7 

.59 
521 

31 

143 

96 

1.50 

119 

8 

4 

New  York,  New  Haven  &  Hartlord. . 
Rutland 

95 

169 

117 

245 

Total,  New  England  district.. . 

8,159 

1,248 

1,153 

1,248 

1,175 

238 

273 

267 

368 

Central  district. 
Ann  Arbor 

294 
585 
003 
996 
353 
62 

2,259 
97 
222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 

225 

94 

63 

129 

2, 519 

6              S 

27  !        27 

104             S4 

8 

27 

99 

206 

5 

8 

27 

92 

204 

5 

Buffalo,  Rochester  &  Pittsbursh 

Delaware  &  Hudson 

2 
3 
18 
2 

1 
4 
18 
2 

1 

4 
17 

5 

Delaware,  Lackawanna  &  Western. . . 

216 
5 

210 
5 

18 
1 

Detroit  &  Toledo  Short  Line. . 

Erie  (including  Chicago  &  Erie) 

294 
6 

288 
6 

294 
6 

157 
6 

25 

27 

16 

15 

Lehigh  &  New  England 

Lehigh  Valley 

i42 
196 

982 
28 
58 
22 
63 
46 

139 
195 

4 
976 
28 
56 
26 
50 

167 

183 

4 

893 

21 

54 

26 

56 

37 

2 

3 

16 

116 

142 

180 

4 

918 

24 

49 

20 

63 

36 

13 

174 

28 
115 

182 

Michigan  Central 

New  York  Central 

76 

83 

67 

83 

New  York,  Chicago  &  St.  Louis. .    .. 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western. 
Pere  Marquette 

11 
3 

8 
3 

3 
3 

2 
3 

Pittsburgh  &  Lake  Erie 

6 

5 

5 

*    5 

5  j          3 
3  !          ^ 

Pittsburgh  &  West  Virtrinia 

3 
13 
93 

13 
119 

12 
115 

Wabash 

36 

31 

20 

21 

Total,  Central  district 

21,352 

2,340 

2,274 

2,223 

2,044 

195 

356 

279 

335 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louisville. . . 
Cincinnati,  Indianapolis  &  Western. . 
Cincinnati  Northern 

657 
296 
251 

2,. 396 
433 
350 
177 
844 
430 
444 
.547 

41 
10 
4 

199 
11 
18 
6 
17 
11 
10 
20 

41 
9 
4 

202 
11 
19 
6 
10 
11 
18 
15 

42 
9 
4 

194 
12 
14 
10 
16 
11 
8 
18 

40 
9 
4 

173 

11 

14 

9 

8 

12 

9 

17 

4 

4 

4 

4 

Cleveland,  Cincinnati,  Chicago  &  St. 

4 

Detroit,  Toledo  &  Ironton 

6 

3 

Lake  Erie  &  Western 

Toledo  &  Ohio  Central 

Toledo  St   Louis  &  Western 

1 

Total,  Ohio-Indiana  district . . . 

6,825 

347 

346 

338 

306 

11 

4 

7 

8 

Grand  total.  Eastern  Region... 

36,336 

3,935 

3,773 

3,809 

3,525 

444 

633 

553 

711 
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Railroad. 


ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 
west) 

Bessemer  &  Lake  Erie 

Buffalo  &  Susquehanna 

Central  of  New  Jersey 

Cumberland  Valley 

Grand  Rapids  &  Indiana 

Long  Island 

New  York,  Philadelphia  &  Norfolk. 

Pennsylvania  (eastern  lines) 

Pennsylvania  (western  lines,  includ- 
ing P.,C.,C.  &  St.  L.) 

Philadelphia  &  Reading 

Western  Maryland 

West  Jersey  &  Seashore 

Total,  Allegheny  Region 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 

O.oflnd.) 

Norfolk  &  Western 

Virginian 

Total,  Pocahontas  Region 

SOUTHERN  REGION. 

Alabama  &  Vicksburg 

Alabama  Great  Southern 

Atlanta  &  West  Point 

Atlanta,  Birmingham  &.  Atlantic... 

Atlantic  Coast  Line 

Carolina,  C'linchfield  &  Ohio 

Central  of  Georgia 

Charleston  ct-  Western  Carolina 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  East  Coast 

Georgia •- . . 

Georgia  Southern  &  Florida 

Gulf  &  Ship  Island 

Gulf,  Mobile  &  Northern 

Illinois  Central  (including  Y.  &  M. 
V.) 

Louisville  A-  Nashville 

Louisnlle,  Henderson  &  St.  Louis. . 

Missi.ssippi  ( 'entral 

Mobile  &  Ohio 

Nashville,  Chattanooga  &  St.  Louis.. 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Fredericksburgh  &  Po- 
tomac (including  Washington 
Southern) 

Seaboard  Air  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central 

Total,  Southern  Region 

NORTHWESTERN  REGION. 

Chicago  &  North  Western 

Chicago  Great  Western 

Chicago,  Milwaukee  tS:  St.  Paul 

Chicago,   St.   Paul,   Minneapolis  & 

Omalia 

Duluth  &  Iron  Range 

Duluth,  Missabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 


Miles  of 
road 
Oct., 
1918. 


5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

708 

360 


19, 744 


2,499 

2,088 

489 


5,076 


141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 

6,164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 


123 

3,563 

6,983 

278 

293 


37,287 


8,090 

1,946 

10,306 

1,749 
285 
411 
601 


Road  passenger  brakemen 
and  flagmen. 


Oct., 
1917. 


439 

15 

2 

130 

11 

31 

312 

7 

1,271 

519 

214 

34 

89 


Dec, 
1917. 


436 

13 

2 

132 

11 

32 

314 

7 

1,326 

533 

196 

33 

39 


3,074 


139 

106 

11 


62 


26 
24 
22 
22 
7 
14 

360 

172 

7 

6 

23 

50 


17 

131 

269 

5 

7 


1,406 


487 

106 
10 
19 
20 


118 

106 

9 


233 


5 
11 

9 
28 
106 

3 


28 
24 
22 
22 

7 
9 

295 

180 

9 

6 

22 
49 
22 
11 
16 


21 

106 

303 

5 

7 


605 

48 

491 

123 
10 
16 
21 


Oct., 
1918. 


366 

11 

2 

141 

10 

35 

312 

11 

1,325 

518 

270 

24 

139 


3,164 


103 

110 

9 


222 


329 

183 

9 

10 

22 

49 

8 

10 

17 


18 

151 

282 

5 


Jan., 
1919. 


353 

11 

2 

135 

12 

29 

332 

10 

1,375 

554 

238 

21 

122 


,195 


110 

106 

11 


227 


11 
29 

119 
3 

105 


28 
44 
22 
11 
7 
11 

284 
191 


19 

110 

276 

5 


1,453 


554 

45 

498 

112 

8 

16 

20 


530 

35 

406 

121 
10 
14 
18 


Other  road  train  employees. 


Oct., 
1917. 


127 


189 

"28 


138 

141 

3 

5 

30 

56 

8 

2 

15 


13 

71 

175 


987 


108 
14 
47 

19 
2 
1 


Dec, 
1917. 


28 


20 


40 


1 
152 


171 
148 
3 
1 
30 
57 


13 

61 

200 

5 


973 


135 
15 
19 


Oct., 
1918. 


1,125 
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Railroad. 


Miles  of 
road 
Oct., 
1918. 


NORTHWESTERN  REGION— COntd. 

Elgin,  Joliet  &  Eastern 

Great  Northern 

Mineral  Range 

Minneapolis  &  St.  Louis 

Minneapolis,  St.  Paul  &  Sault  Ste. 
Marie 

Northern  Pacific 

Oregon-Washington  Railroad  &  Nav- 
igation Co 

Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region. . . 

CENTRAL  WESTERN    REGION.   . 

Arizona  Eastern 

Atchison ,  Topeka  &  Santa  Fe 

Chicago  &  Alton 

Chicago  it  Eastern  Illinois 

Chicago,  Burlington  &  Quincy 

Chicago,  Peoria  &  St.  Louis 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.  I.  &  G.) 

Chicago.  Terre  Haute  &  Southeastern 

Colorado  &  Southern 

Denver  &  Rio  Grande 

Denver  &  Salt  Lake 

El  Paso  &  Southwestern 

Los  Angeles  &  Salt  Lake 

Northwestern  Pacific 

Oregon  Short  Line 

Southern  Pacific  (Pacific  System). . . 

Toledo,  Peoria  &  Western 

Union  I'acific  (including  St.  J  & 
G.I.) 

Western  Pacific 

Total,  Great  Western  Region . . 

SOUTHWESTERN  REGION. 


Fort  Worth  &  Denver  Citv 

Fort  Worth  &  Rio  Grande 

Gul f  Coast  Lines 

Gulf,  Colorado  &  Santa  Fe 

Houston  &  Texas  Central 

Houston  East  &  West  Texas 

International  &  Great  Northern 

Kansas  City,  Mexico  &  Orient  Sys- 
tem   ". 

Kansas  City  Southern  (including  T. 
&  F.  S.) 

Louisiana  &  .\rkansas 

Midland  Valle v 

Missouri  &  North  Arkansas 

Missoiu'i,  Kansas  &  Texas 

Missouri,  Kansas  &  Texas  of  Texas. 

Missouri  I^acitic 

San  .\ntonio  &  .Aransas  Pass 

St.  Louis-San  Francisco 

St.  Louis-San  Francisco  &  Texas. . . 

St.  Louis  Southwestern 

St.  I/Ouis  Southwestern  of  Texas 

Southern  Pacific  (Sunset  Lines) 

Texas  Pacific 

Vicksburg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

Wichita  Valley 


Total,  Southwestern  Region.. 
Grand  total ,  all  regions 


8,258 

101 

1,647 

4,243 
6,571 

2,069 
556 


47, 191 


378 
9, 439 
1,051 
1,131 
9,628 

247 

8, 005 
374 

i,ion 

2,652 

255 

1,028 

1,168 

507 

2,345 

7,051 

248 

3,872 
1,011 


354 
235 
920 

1,937 
887 
232 

1,160 

737 

837 

302 

366 

3.56 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

257 


31,633 


Road  passenger  brakemen 
and  flagmen. 


Oct., 
1917. 


441 
1 

47 


180 
325 


2,398 


6 

385 

52 

48 

475 


279 

6 

31 

79 

4 

15 
62 
57 
96 

724 


291 
38 


29 
55 
207 
31 
185 
3 

51 

14 

79 

61 

7 

1 

3 


902 


Dec, 
1917. 


407 

1 

34 


182 
273 


2,327 


Oct., 
1918. 


385 

1 

31 


194 
308 


Jan., 
1919. 


34 


130 
265 


2,268  I  2,059 


3 

381 

52 

58 

487 

6 

260 
6 
38 
80 
4 
17 
74 
53 


296 

7 


174 

35 

153 

2 

17 

31 

78 

61 

7 


228,757    14,633    14,290    14,140    13,606 


325 
50 
54 

431 


245 

5 

34 


270 

28 


2 

359 

47 

89 

436 

7 


22 
59 
4 
14 

48 
50 
102 
553 
8 

260 


2,412     2,295 


19 

7 

5 

7 

62 

35 

171 

34 

167 

2 

19 

12 

78 

58 

7 


814 


22 

7 

4 

12 

44 

49 

145 

25 

182 

2 

17 
25 
77 
58 


Other  road  train  employees. 


Oct.,     Dec, 
1917.      1917. 


324 


2 
152 
21 

9 
95 


207 


634 


852 


37 

7 

6 

4 

81 

123 

225 

20 

159 


976 


291 


1 

134 
21 
12 
85 


203 


97 


Oct., 
1918. 


675 


39 


103 
102 
202 
20 
139 


45 

10 

81 

87 

115 

120 

7 

1 

5 

5 

968 


275 


2 
129 

18 


205 


595 


59 
203 

12 
178 


33 
22 

87 

108 

7 


910 


3,611 
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Railroad. 

Miles  of 
road 
Oct., 
1918. 

Crossing   flagmen 
gatemen. 

and 

Drawbridge  operators 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct.. 
1917. 

Dec, 
1917. 

Oct., 

1918. 

Jan., 
1919. 

Total,  New  England  district 

8,159 

21,352 

6,825 

1,757 

3,651 

797 

1,660 

3,655 

804 

2,048 

3,886 

925 

2,440 

4,689 

908 

120 

205 

14 

121 

181 
19 

122 
199 
26 

142 

Total,  Central  district 

Total  Ohio-Indiana  district 

216 
25 

Grand  total.  Eastern  Region. . . 

36,336 

6,195 

6,119 

6,859 

8,037 

339 

321 

347 

383 

Total,  Allegheny  Region 

19,744 
5,076 
37,287 
47. 191 
51,490 
31,633 

4,030 
224 
1,317 
1,813 
1,&34 
672 

3,906 
192 
1,277 
1,721 
1,594 
703 

4,526 

•235 

1,329 

1,852 

1,684 

596 

6,113 

216 

1,515 

2,067 

1,886 
835 

2.59 
10 
316 
184 
114, 
109 

227 
10 

335 

158 
98 

115 

274 
9 
338 
189 
118 
113 

306 

11 

Total  Southern  Region     

343 

Total  Northwestern  Region 

182 

Total,  Central  Western  Region 

115 
111 

Grand  total,  all  regions 

228,757 

15, 895 

15,512 

17,081 

20,669 

1,331 

1,264 

1,388 

1,451 

EASTERN  REGION. 

Neiv  England  dutrict. 

632 

394 

2,484 

301 

.536 

172 

1,217 

2.008 

415 

8 

58 

775 

24 

17 

14 

109 

745 

7 

8 

.57 

789 

20 

17 

9 

130 

629 

1 

11 

62 

1,013 

24 

17. 

8 

152 

754 

7 

14 

75 

1,196 

23 

19 

8 

195 

907 

3 

2 
45 

7 
49 

10 

46 

10 

62 

Central  New  England 

Central  Vermont     

6 
2 

3 

53 
9 

3 

2 

2 

55 

3 

2 

2 

Grand  Trunk  in  New  England 

1 
52 
11 

New  York,  New  Haven  &  Hartford.. 
Rutland  

63 
5 

Total,  New  England  district. . . 

8, 1.59 

1,757 

1,660 

2,048 

2,440 

120 

121 

122 

142 

Central  district. 
Ann  Arbor 

294 
585 
903 
996 
353 
62 

2,2.59 
97 
222 

1,436 

1,862 
108 

5, 685 
523 
568 
136 

2,233 

225 

94 

63 

129 

2,519 

14 

32 

260 

395 

2 

14 

32 

261 

387 

14 

37 

250 

504 

2 

14 

39 

398 

539 

Buffalo,  Rochester  &  Pittsburgh     . . 

4 

27 

2 

2 

21 

2 

3 

23 

2 

2 

Delaware,  Lackawanna  <l-  Western.. 

25 
2 

Detroit  &  Toledo  Short  Line 

Erie  ( inckiding  Chicago  &  Erie) 

1-ehigh  &  Hudson  River       

,543 

1 

9 

155 

342 

4 

1.224 

157 

81 

49 

136 

47 

.593 

1 

11 

151 

341 

2 

1,181 

164 

87 

53 

138 

50 

641 

1 

15 

172 

297 

6 

1,222 

148 

95 

55 

140 

51 

728 
1 

14 

211 

526 

6 

1,345 

214 

94 

77 

174 

83 

21 

23 

17 

23 

Lehigh  c^'  New  England   

i::::::: 

Lehigh  Valley .          

4 
20 

4 

23 

4 
22 

4 

Michigan  Central 

25 

Monongahela 

New  York  Central 

86 
12 
2 
4 
15 

71 
12 

4' 

11 

82 
11 
1 
4 
16 

89 

New  York,  Chicago  &  St.  Louis 

New  York,  Ontario  &  Western 

New  York,  Susquehanna  &  Western. 
Pere  Marquette 

12 

4 

16 

Pittsburgh  &  1  ,ake  Erie 

Pittsburgh  il'  Shawmut       

2 

11 

187 

2 
10 

177 

2 

10 

224 

3 

10 

213 

Ulster  &  Delaware      

Wabash 

8 

8 

14 

14 

Total,  Central  district 

21,352 

3,6.51 

3,6.55 

3.  .886 

4,689 

205 

181 

199 

216 

1 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louisville... 
Cincinnati,  Indianapolis  &  Western.. 
Cincinnati  Northern 

657 
296 
251 

2,396 
433 
3,50 
177 
844 
430 
444 
547 

103 

24 

4 

398 
23 
14 
8 
99 
17 
50 
57 

103 

27 
4 

413 
22 
15 
11 

101 
...... 

57 

112 
46 
4 

464 
23 
15 
11 

101 
19 
49 
81 

112 

36 

4 

457 
24 
15 
21 

105 

1 

Cleveland,    Cincinnati,    Chicago  .  & 
St.  Louis 

7 

7 

T 

Detroit,  Toledo  &  Ironton 

Hocking  Valley 

Kanawha  &  Michigan . . . 

Lake  Erie  &  Western    

Toledo  &  Ohio  Central 

Toledo,  St.  Louis  .^-  Western 

.54 
80 

1 
18 

Wheeling  &  Lake  Erie 

6 

12 

IS 

Total,  Ohio-Indiana  district . . . 

6,825 

797 

804 

925 

908 

14 

19 

26 

25 

Grand  total,  Eastern  Region... 

36,336 

6, 195 

6,119 

6,859 

8,037 

339 

321 

347 

383 
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Railroad. 


ALLEGHENY  REGION. 

Baltimore  A:  Ohio  (lines  east  and 
west) 

Bessemer  <t  Lake  Erie 

Buffalo  A:  Susquehanna 

Central  of  Ne'w  Jersey 

Cumberland  Valley. ." 

Grand  Rapids  &  Indiana 

lyong  Island 

Ne^v  York,  Philadelphia  &  Norfolk.. 

I'ennsylvania  (eastern  lines) 

I'ennsylvania  (western  lines,  includ- 
ing P.  C.  C.  &  St.  L.) 

Philadelphia  &  Reading 

Western  Maryland 

West  Jersey  &  Seashore 


Total,  Allegheny  Region 

POC-iHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 

O.  oflnd.) 

Norfolk  &  Western 

Virginian 


Total,  Pocahontas  Region. 

SOUTHERN  REGION. 


Miles  of 
road 
Oct., 
1918. 


5,142 
22.5 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

708 

360 


Crossing    flagmen   and 
gatemen. 


Oct., 
1917. 


511 

42 


19,744 


2,499 

2,088 

489 


5,076 


Alabama  <k  Vicksburg 

Alabama  Great  Southern 

Atlanta  &  West  Point 

Atlanta,  Birmingham  &  Atlantic  — 

.\tlantie  Coast  Line ] 

Carolina,  Clinchfield  &  Ohio 

Central  of  Georgia 

Charleston  &  Western  Carolma 

Cincinnati,  New  Orleans  &  Texas 
Pacific 

Florida  East  Coast 

(^.eorgia 

Georgia,  Southern  &  Florida 

Gulf  &  Ship  Island 

Gulf,  Mobile  &  Northern 

Illinois  Central  (including  Y.  &  M.  V.) 

Louisville  &  Nashville 

Louisville,  Henderson  &  St.  Louis... 

Mississippi  Central 

Mobile  &  Ohio ..;.... 

Nashville,  Chattanooga  &  St.  Louis. . 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

Norfolk  Southern 

Richmond,  Frederieksburgh  &  Po- 
tomac (including  Washington 
Southern) 

Seaboard  .\ir  Line 

Southern 

Southern  in  Mississippi 

Tennessee  Central - 


141 
312 
225 

(540 
4,497 

291 
1,918 

341 

337 

765 

329 

402 

307 

404 

fi,  1C4 

4,997 

200 

164 

987 

1,248 

196 

285 

897 


123 

3,563 

6,983 

278 

293 


Total,  Southern  Region j    37,287 


NORTHWESTERN  REGION. 


Chicago  &  North  Western 

Chicago  Great  Western 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,.  St.    Paul,   Minneapolis   & 

Omaha  

Duluth  &  Iron  Range 

Dnluth,  Missal)*  <fe  Northern .;...-.  v ; 
Duluth,  South  Shore  &  Atlantic 


8,090 

1,946 

10,306 

1,749 
285 
4U 
001 


196 
16 
94 

420 
6 

956 


464 
64 
162 


4,030 


78 

142 

4 


33 

7 

133 

2 

33 

4 

8- 
9 

1 
1 


Dec, 
1917. 


501 
43 


167 
16 
90 

366 
6 


Oct., 
1918. 


556 
53 


234 

15 

126 

441 

5 


938  !  1,056 

1,110  1,208 

442  I  569 

65  59 

162  204 


3,906 


32 

156 

4 


243 

262 

6 


38 
86 
275 


254 

225 

6 


20 


39 

97 
266 


4,526 


79 

152 

4 


1 

9 
18 
12 
129 

2 
33 

2 

14 

12 

1 


Jan., 
1919. 


645 
55 


300 

19 

149 

594 

9 

1,654 

1,629 

715 

71 

273 


6,113 


52 
157 

7 


216 


214 
253 

8 


1,317  I  1,277 


841 

57 
493 

42 
15 
10 
23 


772 

68 

460 

45 

10 

7 

22 


39 

87 

285 


1,329 


Drawbridge  operators. 


Oct., 
1917. 


Dec, 
1917. 


15 

4 

155 

23 
10 
2 
11 


259 


354 

294 

7 


9 

94 

322 


821 

61 

469 

48 
16 
9 
23 


1,0(17 
49 
453 

47 
9 

21 


16 

4 

110 


227 


29 


316 


Oct., 
1918. 


17 

4 

145 

21 

14 

2 

21 


64 


335 
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Miles  of 
road 
Oct., 
1918. 

Crossing   flagmen  and 
gatemen. 

Drawbridge  operators. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

NORTHWESTERN  REGION— COntd. 

SOS 
8,258 

101 
1,647 

4,243 
6,571 

2,069 
556 

45 

51 

7 

19 

77 
122 

10 

1 

43 

44 

6 

23 

71 
139 

10 

1 

44 

59 

8 

18 

83 
169 

23 

1 

60 

64 

8 

21 

84 
161 

14 
1 

5 
15 

5 
17 

5 
3 

6 

24 

2 

8 
41 

19 
13 

2 

5 
38 

17 
15 

2 

14 
47 

17 
14 

2 

Minneapolis,  St.  Paul  &  Sault  Ste. 

*i 

47 

Oregon-Washington     Railroad      & 

25 

Spokane,  Portland  &  Seattle 

13 

Total,  Northwestern  Region. . . 

47, 191 

1,813 

1,721 

1,852 

2,067 

184 

158 

189 

182 

CENTRAL  WESTERN  REGION. 

378 
9,439 
1,051 
1,131 
9, 628 

^17 

8,005 

374 
1,100 
2,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 
3,872 
1,011 

Atchison,  Topeka  &  Santa  Fe 

168 
82 
128 
290 
10 

334 

15 

35 

26 

1 

2 

13 

5 

27 

361 

14 

101 

22 

181 

80 

124 

273 

10 

300 

15 

36 

27 

1 

2 

13 

5 

30 

371 

13 

91 

22 

197 
83 
133 
271 
10 

356 

5 

40 

26 

219 

80 

165 

319 

9 

374 

18 
28 
26 

21 

8 

12 
8 

18 
12 

15 

8 

Chicago,  Burlington  &  Quincy 

22 

20 

33 

24 

Chicago,    Rock    Island    &    Pacific 
(including  C,  R.  I.  &  G.) 

7 

2 

10 

2 

Chicago,  Terre  Haute  &  Southeastern 

3 
13 

5 
35 
379 
14 
88 
26 

3 
16 

5 
51 

440 
14 
93 
26 

2 
7 

2 
7 

2 
7 

3 

7 

Southern  Pacific  (Pacific  System). .. 
Toledo,  Peoria  &  Western 

45 
2 

43 
2 
2 

34 
2 

52 
2 

2 

Total,  Central  Western  Region . 

51.490 

1,634 

1,594 

l,a84 

1,886 

114 

98 

118 

115 

SOUTHWESTERN  REGION. 

Fort  Worth  &  Denver  City 

354 
235 
920 

1,937 
887 
232 

1,1(» 
737 

837 

302 

366 

356 

1,737 

1,796 

7, 108 

724 

4,778 

134 

969 

815 

2,545 

1,947 

171 

329 

9 

10 

10 

9 

Fort  Worth  &  Rio  Grande 

"""is 

39 
4 

i" 

30 

1 
18 
27 

5 
2 

2" 

2 

Gulf,  Colorado  &  Santa  Fe      

15 
27 

19 
24 

2 

2 

Houston  East  &  West  Texis 

International  &  Great  Northern 

Kansas  City,  Mexico  &  Orient  System 
Kansas    Citv    Southern    (including 

T.&  F.S.) 

Louisiana  &  .Arkansas  

38 

1 

23 

i 

29 

41 

37 

7 
2 

10 
2 

13 
2 

12 
1 

2 

"'"'34' 

44 

193 

7 

128 

2 

7 

17 

63 

67 

7 

3 

1 
42 
36 
196 

7 
123 

2 

8 
18 
78 
04 

7 

10 

10 

1 

Missouri,  Kansas  &  Texas  

32 

38 

113 

10 

150 

2 

8 

22 

52 

69 

8 

49 

34 

239 

9 

160 

2 

9 

19 

94 

67 

13 

3 

3 

1 

3 

33 
3 
1 

33 
3 

31 
2 
1 

28 

San  Antonio  &  Aransas  Pass 

St.  Louis-San  Francisco 

2 

St.  Louis  Southwestern 

8 

11 

15 

15 

Southern  Pacific  (Sunset  Lines) 

Texas  Pacific 

38 
8 
3 

35 
8 
3 

36 
8 
2 

36 

8 

Vickshurg,  Shreveport  &  Pacific 

2 

Wichita  Valley     .. 

257 

Total,  Southwestern  Region . . 

31,633 

1      672 

703 

596 

835 

109 

115 

113 

111 

Grand  total,  all  regions 

228,757  |15,859 

15,512 

17,081 

20, 669 

1,331 

1,264 

1,388 

1,451 
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Railroad. 

Miles 
of  road 
October, 

1918. 

Floating  equipment 
employees. 

Express  service  employees. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

8,159 

21,352 

6,825 

445 
3,323 

443 
2,990 

443 
3,131 

425 
2,638 

Total  Central  district 

Grand  total,  Eastern  Region... 

36,336 

3,768  1  3,433 

3,574 

3,063 

19, 744 
5,076 
37,287 
47,191 
51,490 
31,633 

3,060 
166 
124 

2,941 
109 
119 

2,993 
143 
118 
139 
987 
107 

3,275 
120 
133 
79 
997 
153 

1 

1 

7 

1 
5 

15 

Total  Northwestern  Region 

101  !       134 

1,229     1,113 

136  !       150 

Total,  Central  Western  Region 

Grand  total,  all  regions 

228,  757 

8,584     7,999 

8,061 

7,820 

1 

8 

6 

15 

EASTERN  REGION. 

New  England  district. 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

3            3 

6 

Grand  Trunk  in  New  England 

47 
395 

39 
401 

48 
389 

42 
383 

Rutland 

Total,  New  England  district. . 

8,159 

445 

443 

443 

425 

Central  district. 

294 
585 
903 
996 
353 
62 

2,259 

97 

222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 
225 
94 
63 
129 

2,519 

140 

140 

BuflEalo,  Rochester  &  Pittsburgh 

580 

586 

526 

559 

Detroit  &  Toledo  Short  Line 

Erie  (including  Chicago  &  Erie) 

724 

694 

727 

737 

1 

711 

430 

472 

388 

889 

859 

834 

820 

New  York,  Chicago  &  St.  Louis 

100 

100 

86 

83 

New  York,  Susquehaima  &  Western. 

179 

181 

486 

51 

Pittsburgh  &  Lake  Erie 

Wabash 

1 

Total,  Central  district 

21,352 

3,323 

2,990 

3,131 

2,638 

L.     . 

Ohio-Indiana  district. 

Chicago, Indianapolis  &  Louisville... 
Cincinnati, Indianapolis  &  Western.. 

657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

Cleveland,  Cincinnati,  Chicago  &  St. 

Toledo  &  Ohio  Central 

Toledo  St  Louis  &  Western 

6,825 

Grand  total.  Eastern  Region... 

36,336 

3,768 

3,433 

3,574 

3,063 
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Eailroad. 

Miles 

of  road 

October, 

1918. 

Floatmg  equipment 
employees. 

Express  service  employees. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec,     Oct., 
1917.      1918. 

Jan., 
1919. 

ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 

5,142 
22.5 
297 
646 
164 
570 
398 
122 

5,342 

4,141 

1,629 

708 

360 

51 

49 

47 

207 

::::;::;:::::::::::::: 

592  j       486 

515 

503 

1 

248  1      262 

308  ;       309 

1,187  1  1,134 

331 
401 
965 

265 

362 

1,211 

New  York,  Philadelphia  &  Norfolk.. 

; 

Pennsylvania  (western  lines,  includ- 
ing P.,C.,C.&St.L.) 

Philadelphia  &  Reading 

1 

630         661 

6             6 

38           34 

688 

6 

40 

681 
5 

1 1 

West  Jersey  &  Seashore 

41 

1 

Total,  Allegheny  R egion 

19, 744 

3,060     2,941 

2,993     3,275 

;.. i 

POCAHONTAS  EEGION. 

Chesapeake  &  Ohio  (including  C.  & 

2,499 

2,088 

489 

166  '       109 

143         120 

1 

Norfolk  &  Western 

; 

1 

Total.  Pocahontas  Region 

5,076 

166  ,       109 

143 

120 

1 

1 

SOUTHERN  REGION. 

Alabama  <fe  Vicksburg 

141 
312 
225 
640 

4,497 
291 

1,918 
341 

337 
765 
329 
402 
307 
404 

6,164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 

123 
3,563 
6,983 

278 

! 

Alabama  Great  Southern 

1 

Atlanta  &  West  Point 

Atlanta,  Birnungham  &  Atlantic 

Atlantic  Coast  Line     



19 

17 

18 

17 

1 

Carolina,  Clinchfield  &  Ohio 

Central  of  Goergia 

1 

14 

Charleston  &  Western  Carolina 

j 

Cincinnati,  New  Orleans  &   Texas 

1 

1 

1  . 

Georgia,  Southern  &  Florida 

Gulf  and  Ship  Island 

Gulf.  Mobile  &  Northern 

Illinois  Central  (including  Y.  &  M. 
V.)..               

36 

29 
9 

29 

39 
14 

Louisville  &  Nashville    

. 

Louisville,  Henderson  &  St.  Louis 

Mobile  &  Ohio 

Nashville,  Chattanooga  &  St.  Louis.. 

25 

25 

26 

26 

New  Orleans  &  Northeastern 

New  Orleans  Great  Northern 

............. 

Norfolk  Southern 

8 

2 

6 

2 

1 

1 

1 

1 

Richmond,  Fredericksburgh  &  Poto- 
mac (including  Washington  South- 
em)  

Seaboard  Air  Line 

16 
20 

14 
22 

17 
22 

14 
20 

Southern 

Southern  in  Mississippi 



Tennessee  Central 

293 

1 

1 

Total,  Southern  Region 

37,287 

124 

119 

118 

133  1          1 

1 

1 

15 

NORTHWESTERN  REGION. 

Chicago  &  North  Western 

'    8,090 

1,946 

10, 306 

1  749 

5 

Chicago  Great  Western 

Chicago,  Milwaukee  it'  St.  Paul 

7 

Omaha 

Duluth  &  Iron  Range 

28;') 

9(1 

13 
10 

20 
10 

14 
8 

Duluth ,  Missabe  &  Northern 

411            11 
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Railroad. 

Miles 
of  road 
October, 

1918. 

^'"'"ISillXi^s"""*          ^^^^^^  '^^^'''^  employees. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

NORTHWESTERN  REGION— COntd. 

601 
808 

8,258 
101 

1,647 

4,243 
6,571 

2,069 
556 

3 

3 

9 

3 

Minneapolis,  St.  Paul  &  Sault  Ste. 

" 

Oregon-Washington      Railroad      & 

67 

108 

100 

54 

Spokane   Portland  &  Seattle 

1 

Total,  Northwestern  Region. . . 

47,191 

101 

134 

139 

79 

7 

5    

CENTRAL  WESTERN  REGION. 

378 
9,439 
1,051 
1,131 

1 

\ 

Atichsou,  Topeka  &  Santa  Fe 

Chicago  &  Alton 

285 

167 

68          66 

19 

18 
6 

12          i4 

10  i           5 

Chicago,  Burlington  &  Quincy 

9  628  '          6 

247 

8,005 

374 
1,100 
^,652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 

3,872 
1,011 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C    R   I  &  G  ) 



Chicago,  Terre  Haute  &  Southeastern 

' 

1 

Denver  &  Salt  Lake 

Los  Angeles  &  Salt  Lake 

173 

163 

169 

167 

Oregon  Short  Line      .              .... 

Southern  Pacific  (Pacific  System)... 

693 

705 

728 

745 

t 

1 

tfnion  Pacific  (including  St.  J.  &  G. 

I.)    . 



53 

54 

Total,  Central  Western  Region. 

51,490  j  1,229 

1,113 

987 

997 



SOUTHWESTERN  REGION. 

354 
235 
920 

Fort  Worth  &  Rio  Grande     .      .  . 

Gulf  Coast  Lines 

38 
11 

'"'io' 

39 
11 

Gulf,  Colorado  &  Santa  Fe 

1,937  '        11 

Houston  &  Texas  Central 

887 

232 

1,160 

737 

S37 

I 

1 

International  &  Great  Northern 

1 

Kansas  City,  Mexico  &  Onent  Sys- 
tem        

! 

Kansas    Citv    Southern    (including 
T.  &  F.  S.) 

, 

1 1 

1 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

134 

969 

815 

2, 545 

1,947 

171 

329 

257 

1 

1 

Missouri   Kansas  &  Texas 

54  '        29 

28 

24 

St   Louis  Southwestern  of  Texas 

j 

" 

Southern  Pacific  (Sunset  Lines) 

71           72 

69 

79 

Texas  Pacific               

Vicksburg,  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern.    

j 

1 

Tot?,  Southwestern  Region . . . 

31,633         136         150 

107  1      153 

Grand  total,  all  regions 

228,757     8,584     7,999 

8,061     7,820             1  1          8            6  j        15 

117900— 19— VOL  1- 
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Railroad. 

Miles  of 
road 
Oct., 
1918. 

Policemen  and  watchmen. 

Other  transportation 
ployees. 

em- 

Oct., 
1917. 

Dec, 
1917. 

Oct., 

1918. 

Jan.. 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Total,  New  England  district 

8,159 
21,352 
6,825 

537 

2,505 

135 

654 

2,597 

168 

1,111 

2,546 

212 

577 

1,970 

174 

584 

1,252 

96 

659 

1,000 

275 

589 

852 

98 

627 

Total,  Central  district 

896 

Total,  Ohio-Indiana  district 

127 

Grand  total,  Eastern  Region... 

36, 336 

3,126 

3,419 

3,869 

2,721 

1,932 

1,934 

1,539 

1,650 

Total,  Allegheny  Region 

19, 744 
5,076 
37, 287 
47,191 
51,490 
31, 633 

2,863 
202 
1,439 
1,700 
2,079 
670 

3,297 
195 
1,253 
1,486 
2,001 
672 

3,838 
98 
1,619 
1,644 
2,019 
708 

2,875 
178 
1,200 
1,392 
1,531 
719 

867 
136 
520 
2,054 
242 
29 

833 
59 

707 
1,650 

326 
92 

959 
40 

671 
2,511 

431 
93 

964 

Total,  Pocahontas  Region 

30 

Total,  Southern  Region 

714 

Total,  Northwestern  Region 

1,969 

Total,  Central  Western  Region 

Total,  Southwestern  Region 

341 
111 

Grand  total,  all  regions 

228,757 

12, 130 

12,323 

13, 795 

10,616 

5,780 

5,601 

6,244 

5,779 

EASTERN  REGION. 

New  England  district. 

632 

394 

2,484 

301 

536 

172 

1,217 

2,008 

415 

2 
45 
96 
17 

9 
54 
37 
273 

4 

2 

58 

173 

30 

12 

71 

33 

271 

4 

10 

72 

194 

23 

5 

56 

67 

680 

4 

2 

52 

149 

8 

10 

15 

7 

330 

4 

Boston  &  Albany 

16 
290 

15 
"386 

28 
341 

14 

376 

Central  New  England 

1 

""'26' 
251 

1 

6 

43 

208 

1 

2 

54 

156 

7 

1 

Grand  Trunk  in  New  England 

1 
52 

New  York,  New  Hayen  &  Hartford. . 

183 

Total,  New  England  district. . . 

8,15& 

537 

654 

1,111 

577 

584 

659 

589 

627 

Central  district. 
Ann  Arbor     

294 
585 
903 
996 
353 
62 

2,259 
97 
222 

1,436 

1,862 
108 

5,685 
523 
568 
136 

2,233 
225 
94 
63 
129 

2,519 

4 

38 

90 

218 

1 

2 

336 

1 

1 

222 

142 

5 

633 

42 

26 

1 

34 

49 

20 

4 

1 
3 
7 
103 
2 

2 
3 
6 
107 
2 

1 
3 

10 

115 

4 

3 

Butlalo,  Rochester  &  Pittsburgh 

Delaware  &  Hudson         

113 

97 

205 

1 

2 

587 

1 

5 

180 

143 

42 

740 

89 

■    55 

26 

35 

52 

41 

4 

ii3 

97 

241 

1 

3 

703 

1 

5 

224 

142 

41 

657 

76 

44 

33 

36 

56 

32 

4 

125 

91 

237 

1 

3 

519 

1 

1 

193 

170 

31 

794 

63 

82 

26 

36 

48 

24 

5 

4 
12 

Delaware,  Lackawanna  &  Western. . 
Detroit  &  Mackinac       

113 
2 

Detroit  &  Toledo  Short  Line 

Erie  (including  Chicago  &  Erie) 

Lehigh  &  Hudson  River 

181 

1 

154 
1 

27 

1 

6 

1 

Lehigh  Valley           

408 
60 

405 
75 

418 
79 

431 

Michigan  Central 

81 

New  York  Central  

431 

207 

162 

213 

New  York,  Chicago  &  St.  Louis 

8 

New  York,  Susquehanna  &  Western. 

24 

18 

2 

1 

24 

6 
4 

1 

18 

10 

1 

1 

17 

Pittsburgh  &  Lake  Erie 

9 

Pittsburgh  &  Shawmut 

Pittsburgh  &  West  Virginia 

2 

Wabash 

87 

88 

96 

101 

2 

3 

2 

2 

Total,  Central  district 

21,352 

2,505 

2,597 

2,546 

1,970 

1,252 

1,000 

852 

896 

. 

Ohio-Indiana  district. 

Chicago,  Indianapolis  &  Louisyille... 
Cincinnati,  Indianapolis  &  Western.. 

657 
296 
251 

2,396 
433 
350 
177 
844 
430 
444 
547 

11 
7 

14 

7 

25 
10 

24 
9 

4 

1 

1 

1 

Cleyeland,    Cincinnati,    Chicago    & 
St.  Louis 

60 
20 
11 
2 
5 
7 
6 
6 

85 

15 

12 

2 

10 

9 

6 

8 

83 

14 

24 

4 

17 

20 

7 

8 

79 
5 

13 
2 

11 

17 
6 
8 

88 

252 

94 

95 

Hocking  Valley 

2 
2 

2 

2 

2 

Toledo  &  Ohio  Central 

19 

29 

Toledo  St  Louis  &  Western 

Wheeling  &  Lake  Erie 

I 

1 

Total,  Ohio-Indiana  district . . . 

.      6,825 

135 

.     168 

212 

174 

96 

275 

98 

127 

36,336 

3,126 

3,419 

3,869 

2,721 

1,932 

1,934 

1,539 

1,650 
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Railroad. 

Miles  of 
road 
Oct.. 
1918. 

Policemen  and  Avatchmen. 

Other  transportation  em- 
ployees. 

Oct., 
1917. 

Dec, 

1917. 

Oct.. 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 

1917. 

Oct., 

1918. 

Jan., 
1919; 

ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines  east  and 

5,142 
225 
297 
646 
164 
570 
398 
122 

5,342 

4,141 
1,629 

708 
360 

337 

53 

1 

111 

8 

22 

97 

29 

1,520 

299 
319 

28 
39 

371 

84 

1 

109 

12 

22 

99 

27 

1,830 

311 

366 

28 

37 

354 

67 

1 

161 

9 

26 

100 

32 

2,185 

338 

497 

28 

40 

297 

20 

2 

104 

9 

22 

121 

26 

1,469 

356 

383 

28 

38 

30 

33 

52 

124 

3 

1C5 

3 
170 

3 
203 

2 

171 

Grand  Rapids  &  Indiana 

2 

18 

3 

299 

52 

324 

2 

1 

36 

9 

276 

52 

284 

7 

5 

38 

4 

284 

57 
236 

7 

1 

11 

New  York.  Philadelphia  &  Norfolk. . 

271 

Pennsylvania  (western  lines,  includ- 
ing P.  C.  C.  &  St.  L.) 

62 

Philadelphia  &  Reading 

314 

AVesternMarvland " 

3 

West  Jersey  &  Seashore 

1 

Total,  Allegheny  Region 

19, 744 

2,863 

3,297 

3,838 

2,875 

867 

833 

959 

964 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (including  C.  & 
0.  of  Ind.) 

2,499 

2,088 

489 

148 
39 
15 

140 
43 
12 

42 
39 
17 

118 
42 
18 

87 

2 

47 

57 
2 

1 

2 

37 

28 

Norfolk  &  Western 

2 

Virginian 

Total,  Pocahontas  Region 

5,076 

202 

195 

98 

178 

136 

59 

40 

30 

SOUTHERN  REGION. 

Alabama  &  Vicksburg 

141 
312 
225 

640 
4,497 

291 
1,918 

341 

337 

765 
329 
402 
307 
404 

6,164 
4,997 
200 
164 
987 
1,248 
196 
285 
897 

123 

3,563 

6,983 

278 

293 

3 
9 
2 

122 
1 

100 
4 

25 

34 

7 

5 

10 
12 

336 

306 

6 

2 

66 

56 

41 

2 

10 

37 

113 

117 

3 

3 

3 

2 

5 

89 

1 

101 

4 

1 

52 

10 

5 

8 

11 

305 

324 

4 

2 

67 

49 

8 

2 

16 

46 

"iso' 

6 
2 

4 
9 

9' 

140 

1 
103 

3 

24 

91 

5 

22 

324 

310 

4 

3 

72 
60 
47 
2 
16 

41 

174 

143 

2 

3 

3 

Alabama  Great  Southern 

51 

58 

64 

Atlanta  &  West  Point 

7 

7 
21 

1 
91 

3 

1 

28 
4 
4 
2 

11 

263 

310 

4 

2 

67 

68 

5 

2 

15 

22 

119 

135 

3 

2 

Atlanta,  Birmingham  &  Atlantic 

1 

117 

1 

30 

129 

143 

170 

Carohna,  Clinchfleld  &  Ohio 

Central  of  Georgia       

64 

97 

40 

Charleston  &  Western  Carolina 

Cincinnati,  New  Orleans  &  Texas 

11 
3 

""2,5' 

7 

1 

85 
97 

3' 

1 

3' 

1 

268 
78 

7 
3 

Florida  East  Coast 

Georgia 

Georgia  Southern  &  Florida       

19 

1 
2 

244 
86 

Gulf  &  Ship  Island 

Gulf,  Mobile  &  Northern 

2 
2 

Illinois  Central  (including  Y.  &  M. 
V.) 

217 

81 

Louisville,  Henderson  &  St.  Louis. . . 

Mississippi  Central 

Jfobile  &  Ohio 

10 
38 
24 

13 
40 

9 
49 
2 

17 

Nashville,  Chattanooga  &  St.  Louis. . 

New  Orleans  &  Northeastern 

Ne\v  Orleans  Great  Northern 

44 

1 
54 

1 

1 
40 

1 

1 

7 

Richmond,   Fredericksburg   &    Po- 
tomac    (including     Washington 

4 

61 

Southern 

15 

14 

12 

12 

Tennessee  Central 

Total,  Southern  Region 

37,287 

1,439 

1,253 

1,619 

1,200 

520 

707 

671 

714 

NORTHWESTERN  REGION. 

Chicago  &  North  AVestern 

8,090 

1,946 

10, 306 

1,749 
285 
411 
601 

297 
47 
198 

54 

163 

229 

9 

246 

35 

223 

41 
138 
200 

8 

297 

34 

275 

71 

82 

232 

13 

263 
33 
436 

40 
41 
34 

7 

945 

912 

968 

1  052 

Chicago  Great  Western 

Chicago,  Milwaukee  &  St.  Paul 

Chicago,   St.    Paul,   Minneapolis   & 
Omaha 

293 

1 

609 

808 
2 

807 

Duluth  &  Iron  Range 

Duluth,  Missabe  &  Northern 

Duluth,  South  Shore  &  Atlantic 

462 
20 

■■■■-■ 

371 
21 
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NORTHWESTERN  REGION — COntd. 

Elgin,  Joliet  &  Eastern 

Great  Northern 

Mineral  Range 

Mmneapolis  &  St .  Loiiis 

Minneapolis,  St.  Paul  &  Sault  Ste. 

Marie 

Northern  Pacific 

Oregon-Washington      Railroad      & 

Navigation  Co 

Spokane,  Portland  &  Seattle 

Total,  Northwestern  Region... 

CENTRAL  WESTERN  REGION. 

Arizona, Eastern 

Atchison,  Topeka  &  Santa  Fe 

Chicago  &  Alton 

Chicago  &  Eastern  Illinois 

Chicago,  Burlington  &  Quincy 

Chicago,  Peoria  &  St.  T/Ouis 

Chicago,  Rock  Island  &  Pacific  (in- 
cluding C,  R.  I.  &  C.) 

Chicago,  Terre  Haute  &  Southeastern 

Colorado  &  Southern 

Denver  &  Rio  Grande 

Denver  &  Salt  Lake. , 

El  Paso  &  Southwestern 

Los  Angeles  &  Salt  Lake 

Northwestern  Pacific 

Oregon  Short  I^ine 

Southern  Pacific  (Pacific  System) . . . 

Toledo,  Peoria  <<:  Western 

Union  Pacific  (uicluding  St.  ,T.  &  G. 
I.) 

West  ern  Pacific 

Total,  Central  Western  Region. 

.SOUTHWESTERN  REGION. 

Fori  Worth  &  Denver  City 

Fori  Worth  &  Rio  Grande 

•  iulf  Coast  Lines 

Gulf,  Colorado  &  Santa  Fe 

Houston  &  Texas  Central 

Houston  East  &  West  Texas 

International  &  Greal  Northern 

Kansas  City,  Me.xieo  A;  Orient  System. 
Kansas  Citv  Southern  (including  T. 

A-  F.S.).' 

Louisiana  &  .Vrkansas 

Midland  Vallev 

Missouri  &  Norl  h  .\rkansas 

Missouri.  Kansas  &  Te.xas 

Missouri,  Kau.sas  &  Texas  of  Texas. . 

'  Mi.s.souri  Pacific 

San  Antonio  &  .Vransas  Pass 

St.  T/Onis-San  '•"rancisco 

St.  Louis-San  Francisco  &  Texas... 

St.  T.ouis  Southwestern 

St.  Louis  Southwestern  of  Texas 

Southern  Pacific  (Sun.set  Lines) 

Texas  Pacific 

Vickshurg.  Shreveport  &  Pacific 

Wichita  Falls  &  Northwestern 

Wichita  Valley 

Total,  Southwestern  Region.. 

Grand  total,  all  regions 


Miles  of 
road 
Oct., 
1918. 


8,258 

ini 

1,647 

4,243 
6,571 

2,069 
556 


Policemen  and  watchmen. 


Oct., 
1917. 


233 

3 

10 


16S 


112 
13 


47,191  I  1,700 


Dec. 

1917. 


69 

180 

2 

7 

60 
160 

102 
15 


Oct., 
1918. 


57 

218 

1 

10 

.S3 
19 

73 
19 


Jan., 
1919. 


1,486  I  1,644     1,392 


378 
9,439 
1,051 
1,131 
9,628 

247 

8,005 

374 
1,100 
2, 652 

255 
1,028 
1,168 

507 
2,345 
7,051 

248 

3,872 
1,011 


21 
385 
20 
.52 
133 


173 

3 

12 

64 

1 

20 

14 

10 

168 

469 

1 

516 
10 


51,490     2,079 


354 
235 
920 

1,937 
887 
232 

1,160 
737 

837 

.302 

366 

356 

1,737 

1,796 

7,108 

724 

4,778 

1.34 

969 

815 

2,545 

1,947 

171 

329 

257 


30 


3 

2 

16 

24 

171 

4 

70 

1 

10 

6 

139 

128 

4 

1 


324 
27 
50 

132 
5 

189 

5 

12 

34 

2 

19 

13 

8 

192 

516 


4 

380 

44 

49 

161 

6 

216 

8 

14 

33 


458 
8 


2,001 


30 

13 

10 

169 

5.55 

1 

318 
8 


2,019 


19 

25 

131 

1 

94 
2 
17 
15 
137 
127 
4 


31,633  ;      670 


672 


228,757  [12,130  112,323 


45 

27 

186 

5 


19 
18 
92 
142 
11 


708 


13,795 


176 
3 
13 


54 
161 


Other  transpo  rta  tion  em- 
ployees. 


Oct.,  :  Dec, 
1917.  1  1917. 


253 
43 


2,054     1,650 


9 

278 

41 

48 

153 

9 

230 
7 
9 

33 
2 

.30 

13 
8 

80 


286 


1,531 


38 
28 
169 


81 
2 
19 
11 
114 
136 
3 


719 


204 


23 


13 


242 


326 


51  I 
2 


29 


92 


93 


5,780  '5,601  I  6,244 


111 


5,779 
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Railroad. 


Total,  New  England  dis- 
trict   

Total,  Central  district — 
Total,  Ohio-Indiana  dis- 
trict  


Miles 

of  road 

Oct., 

1918. 


Grand  total,  East- 
ern Region 


Total.  Allegheny  Region. . 

Total  j  PocahontasRegion. 

Total,  Southern  Region. . . 

Total,  Northwestern  Re- 
gion  

Total,  Central  Western 
Region 

Total,  Southwestern  Re- 
gion  


Gtand  total,  all  re- 
gions  


228, 767 


E.\STERN  REGION. 

Ifeti  EiUilartd  district. 


Bangor  &  Aroostook 

Boston  &  Albany 

Boston  &  Maine 

Central  New  England 

Central  Vermont 

Grand  Trimk  in  New  Eng- 
land   

Maine  Central 

New  York,  New  Haven  & 
Hartford 

Rutland 


Total,    New    Eng- 
land district 


Central  district. 


Ann  Arbor 

Buffalo,  Rochester  & 
Pittsburgh 

Delaware  &  Hudson 

Delaware,  Lackawanna  & 
Western 

Detroit  &  Mackinac 

Detroit  &  Toledo  Short 
Line 

EriedncludingChicago  & 
Erie) 

Lehigh  &  Hudson  River.. 

Lehigh  &  New  England- . . 

Lehigh  Valley 

Michigan  Central 

Monongahela 

New  York  Central 

New  York,  Chicago  &  St. 
Louis 

New  York,  Ontario  & 
Western 

New  York,  Susquehanna 
&  Western 

Pere  Marquette 

Pittsburgh  &  Lake  Erie. . . 

Pittsburgh  &  Shawraut... 

Pittsburgh  &  West  Vir- 
ginia   

Ulster  &  Delaware 

Wabash 


8,159 
21,352 


36,336 


19, 744 

5,076 

37,  287 

47, 191 

51,490 

31,633 


632 
394 
2,484 
301 
536 

172 
1,217 

2,008 
415 


585 
903 


62 

2,259 
97 

222 
1,436 
1,862 

108 
5,685 

523 

568 

136 

2,233 

225 

94 

63 

129 

2,519 


All  other  employees. 


Oct., 
1917. 


606 
3,044 


423 


4,063 


3,119 

459 

2,283 

3,592 

4,831 

2,106 


20,453 


34 
165 
143 


Dec, 
1917. 


484 
3,079 


220 


3,783 


3,176 

404 

2,015 

2,639 

4, #8 

1,479 


18, 174 


29 
150 
101 


210  I       191 
17  10 


42 
161 


277 
10 


287 


103 
505 


1,258 
82 


33 

93 

2 

43 

14 

120 


484 


38 
123 


215 
2 


123 

489 


1,348 
105 


42 
31 
117 


Oct., 
1918. 


606 

2,572 


3,489 


3,027 

369 

2,155 

2,984 

4,273 

1,850 


1«,147 


36 
144 
164 


256 
37 


196 


77 
250 


1,274 
82 


45 

18 

100 


Total,  Central  dis- 
trict  


21,352  I  3,044     3,079     2,572 


Jan., 
1919. 


415 
2,611 

267 


3,293 


3,447 

358 

2,301 

2,376 

4,406 

1,727 


17,908 


33 
153 
56 


163 
6 


415 


206 
2 


200 


81 
443 


Total. 


Oct., 
1917. 


90,528 
283,644 

51,158 


425,330 


350, 454 
56,292 
237,851 

235, 142 

278,605 

149,441 


Dec. 
1917. 


87, 337 
282, 130 

49,387 


Oct., 
1918. 


95, 435 
288, 143 

55,774 


418,854   439,352 


1,733,115 


1,603 
8,015 
28, 072 
1,982 
2,654 

1,256 
5,098 

39,755 
2,085 


348,906 

51,138 

229,512 

217,307 

285,018 

152,949 


1,733,684 


90,528 


6,929 
13,975 

22,110 
803 

464 

45,092 

733 

1,391 

25,644 

20, 647 
815 

90,888 

7,137 

4,418 

1,599 
10,658 


883 

529 

16,985 


1,693 
S,  280 
27, 285 
1,724 
2,632 

1,559 
5,133 

36, 957 
2,074 


87,337 


283,644 


6,784 
13, 279 

21,878 
758 

414 

45, 191 

719 

1,375 

25, 175 

21,714 
715 

90, 784 

7,499 

4,565 

1,679 

10, 248 

9,115 

552 

881 

545 

16,895 


282, 130 


387,737 
58, 149 
260,406 

250, 413 

301,979 

157, 875 


1,855,911 


1,843 
8,250 
30, 753 
2,177 
2,855 

1,435 
5,633 

40, 274 
2,215 


Jan., 
1919. 


89, 626 
285,920 

50, 666 


426, 212 


402, 552 
57, 795 
257,241 

240,524 

299, 354 

159,8^ 


1,843,530 


95, 435 


1,405 

7,204 
14,018 

22, 653 
767 

394 

41,736 

791 

1,343 

26,386 

21,473 
842 

94,975 

7,537 

4,586 

.1,452 

10,955 

9,697 

571 


519 
17,950 


1,869 
8,538 
28, 498 
1,982 
2,613 

1,842 
5,815 

36,595 
1,874 


89,626 


288, 143 


14,529 

23,504 

718 

339 

39, 184 
743 

1,242 
26,228 
22, 635 

1,172 
.94,980 

7,564 

4,446 

1,580 

10, 754 

10, 025 

500 

852 

477 

16,047 


285,920 
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Miles 

of  road 

Oct., 

1918. 

All  other  employees. 

Total. 

Railroad. 

Oct., 
1917. 

Dec,     Oct., 
1917.      1918. 

1 

Jan., 
1919. 

Oct., 
1917. 

Pec, 
1917. 

Oct., 
1918. 

Jaa., 
1919. 

EASTERN  REGION— COntd. 

Ohio-Indiana  district. 
Chicago,  Indianapolis  & 

657 

296 
251 

2,  .396 
433 
350 
177 
844 
430 

444 
547 

1 

3,787 

1,499 
800 

21,976 
1,976 
4,533 
1,590 
3,810 
3,711 

2,870 
4,606 

3,898          4,451 

1,362           1,551 
792              814 

20,996  1      23,745 
1,918  ,        1,900 
4,052          4,853 
1,612           2,196 
3,654  '        3,976 
3,851           4,155 

2,603  1        2.937 

3  745 

Cincinnati,    Indianapolis 

1 

1  1          1 

1 

1,402 

781 

Cleveland,       Cincinnati, 

Chicago  &  St.  Louis 

Detroit, Toledo  &Ironton. 

202 

1 
25  ;      102 

194 

22,202 
1,882 

4 

1  ;          4 

3 

3  939 

Kanawha  &  Michigan. .. . 

1,945 

3,829 

Toledo  &  Ohio  Central.... 
Toledo,  St.  Louis  &  West- 

183 

14 

19 

171  j      183 
4  1          7 

50 

4 
15 

3,656 
2,357 

Wheeling  &  Lake  Erie 

18 

14 

4,649 

5,196 

4,928 

Total,  Ohio-Indiana 

6,825 

423 

220 

311 

267 

51,158 

49,387 

55,774 

50, 666 

Grand  total.  East- 
ern Region 

36,336 

4,063 

3,783 

3,489 

3,293 

425,330 

418,854 

439,352 

426,212 

ALLEGHENY  REGION. 

Baltimore  &  Ohio  (lines 

5,142 
225 
297 
646 
164 
570 
398 

122 

5,342 

4,141 

1,629 

708 

360 

904 
3 
2 

85 
1 
3 

35 

1 
1,234 

495 

273 

83 

891 

1 
2 
45 
1 
2 
8 

936 

3 

2 

43 

7" 

24 

893 
3 
2 

34 
5 
9 

19 

67, 103 

4,811 

838 

14,087 
1,878 
2,879 
7,273 

2,331 

141,621 

68, 137 

29,628 

6,817 

3,051 

66,200 

4,530 

790 

14,069 
1,887 
2,690 
7,173 

2,301 

141,779 

68,730 

28,929 

6,982 

2,856 

73,785 

4,215 

910 

14,859 
1,928 
3,034 
7,849 

2,703 

159,037 

77,668 

30,238 

7,721 

3,790 

73, 373 

Bessemer  &  Lake  Erie 

Buffalo  &  Susquehanna. . 

Central  of  New  Jersey 

Cumberland  Vallej' 

Grand  Rapids  &  Indiana. 

4,326 
882 
15,044 
2,179 
2,829 
8,245 

New  York,  Philadelphia 
&  Norfolk 

2,354 
172, 150 

78,535 

30,821 

8,182 

S  fi.32 

Pennsylvania       (eastern 

1,426 

513 
203 

84 

1,350 

476 

172 

13 

1 

1,69S 

508 
187 
89 

Pennsylvania      (western 
lines,  including  P.  C.  C. 
&  St.L.) 

Philadelphia  &  Reading. . 

Western  Maryland 

West  Jersey  &  Seashore. . . 

Total,      Allegheny 
Region 

19,744 

3,119 

3,176 

3,027 

3,447 

350,454 

348,906 

387,737  1    402,552 

POCAHONTAS  REGION. 

Chesapeake  &  Ohio  (in- 
cluding C.  tt- O.  of  Ind.). 

Virginian 

2,499 

2,088 

489 

180 
158 
121 

196 
154 
54 

159 
166 
44 

139 
172 
47 

24,996 
27,805 
3,491 

21,084 
27,085 
2,969 

24,855 

29,596 

3,698 

23,622 

30,256 

3,917 

Total,    Pocahontas 
Region 

5,076 

459 

404 

369 

358 

56,292 

51,138 

58,149 

57, 795 

SOUTHERN  REGION. 

Alabama  &  Vicksburg 

141 
312 

225 

640 
4,497 

291 
1,918 

341 

337 
765 
329 

27 

831 
2, 196 
1,490 

1,977 
18, 691 

1,654 
8,218 

1,141 

5,431 
3, 186 
2,248 

7.54 
2, 253 
1,600 

1.991 
19,5;« 

1,442 
9,4(>4 

1, 126 

5,746 
3,062 
2,270 

758 
2,252 
1,760 

2, 733 
21,623 

1,698 
8,807 

1,256 

6, 070 
3,304 
2, 5;w 

773 

Alabama  Great  Southern. 

31 

12 

2,259 

Atlanta  &  West  Point 

Atlanta,  Birmingham  & 
Atlantic 

12 

22 

26 

17 
291 

1,589 
2,710 

Atlantic  Coast  Line 

Carolina,    Clinchfield    & 
Ohio 

368 

15 
13 

251 

325 

22,232 
1,870 

86 

ii 

106 

10,587 
1  276 

Charleston     &     Western 
Carolina 

Cincinnati,  New  Orleans 
&  Texas  Pacific ....:... 

Florida  East  Coast.. 

Georgia 

2fi 
3 
2 

25 
2 

15 
3 

18 

6.581 
3,441 
2,550 
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Miles 

of  road 

Oct., 

1918. 

All  other  employees. 

Total. 

Railroad. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

Oct., 
1917. 

Dec, 
1917. 

Oct., 
1918. 

Jan., 
1919. 

SOUTHERN  REGION— con. 

Georgia,    Southern    & 
Florida 

402 
307 
404 

6,164 
4,997 

200 
164 
987 

1,248 

196 

285 
897 

123 

3,563 

6,983 

278 

293 

3' 

25 

3" 

35 
6 

1,424 

907 

1,204 

54, 757 
40, 305 

1,001 

471 

7,623 

9,275 

3,102 

806 
3,296 

3,012 

18,644 

43,058 

827 

999 

1,459 

955 

1,205 

51,571 
38,296 

909 

601 

7,201 

9,267 

2,995 

712 

2,788 

2,955 

15, 282 

42,252 

812 

1,009 

2,102 

942 

1,273 

60, 773 
43,589 

879 

667 
6,962 

10,302 

3,436 

845 
3,121 

3,226 

20, 820 

46,493 

766 

1,484 

1,763 

Gulf  &  Ship  Island 

Gulf,  Mobile  &  Northern  . 

942 

1,286 

Illinois  Central  (in^-luding 

Y.  &M.  v.) 

Louisville  &  Nashville 

Louisville,  Henderson  & 
St.  Louis 

774 
276 

485 
333 

483 

388 

2 

530 
386 

54. 557 
43,903 

928 

Missis'jippi  Central 

573 

Mobile  ct  Ohio 

: 

9 
111 

7,240 

Nashville,  Chattanooga  & 
St.  Louis 

156 

96 

124 

11,188 

New   Orleans   &   North- 

3,324 

New  Orleans  Great  North- 
ern   • 

901 

1 
149 
454 

2 

1 
158 
539 

1 
213 
538 

3 

5 
191 

567 

2,831 

'*^3,431 

18,525 

47.590 

812 

Richmond,      Fredericks- 
burgh  &  Potomac  (in- 
cluding      Washington 
Southern).... 

Seaboard  Air  Line 

Southern  in  Mississippi. . . 

Tennessee  Central 

1,579 

Total,    Southern 
Region 

37,287 

2,283 

2,015 

2,155 

2,301 

237,851 

229,512 

260,406 

257  241 

NORTHWESTERN  REGION. 

Chicago  &  North  Western. 
Chicago  Great  Western. . . 
Chicago,  Milwaukee  &  St. 
Paul.... 

8,090 
1,946 

10,306 

1,749 
285 

411 

601 
808 

8,258 
101 

1,647 

4,243 
6,571 

2,069 

556 

370 
83 

498 

115 

68 

9 

58 

"i,'i72' 
2 
38 

267 
535 

333 

44 

295 

80 

397 

64 

47 

7 

40 

3 

799 

3 

21 

116 
529 

197 

41 

369 
71 

.528 

75 
59 

31 

1 

571 

6 

65 

277 
475 

427 

22 

263 
78 

297 

65 
41 

46 

2 

690 

2 

37 

115 
503 

196 

34 

49,605 
8,051 

55,467 

9, 145 
2,781 

4,051 

2,073 

6,653 

36, 606 

585 

5,198 

12,947 
31,633 

8,302 

2,045 

45, 843 

7,528 

53,041 

8,518 
1,770 

2,492 

1,895 

6,166 

32, 104 

618 

4,490 

12, 370 
29,434 

9,047 

1,991 

53,090 
8,206 

61,986 

9,353 
2,378 

3,290 

2,019 

6,988 

39,278 

504 

5,287 

13,891 
32,985 

8,827 

2,331 

48,337 
6,402 

67,46«« 

8,49« 
1,537 

1,971 

1,813 

6,'7U 

37,050 

449 

4,793 

12,435 
30,956 

9,667 

2,440 

Chicago,  St.  Paul,  Minne- 
apolis &  Omaha 

Duluth  &  Iron  Range 

Duluth,  Missabe  &  North- 

Duluth,  South  Shore  & 
Atlantic. 

Elgin,  Joliet  &  Eastern... 

Mineral  Range 

Minneapolis  &  St.  Louis.. 
Minneapolis,  St.  Paul  & 

Sault  Ste.  Marie 

Northern  Pacific 

Oregon-Washington  Rail- 
road &  Navigation  Co. . . 

Spokane,     Portland     & 
Seattle 

Total , Northwestern 
Region 

47, 191 

3,592 

2,639 

2,984 

2,376 

235, 142 

217,307 

250,413 

240,524 

CENTRAL  WESTERN 
REGION. 

Arizona  Eastern 

378 

9,439 
1,051 
1,131 

9,628 

247 

8,005 

18 

64 
132 

81 

746 

16 

72 
91 
81 

482 

5 

83 
118 

76 

441 

6 

86 
91 
79 

454 

1,260 

53,236 
9,029 
9,390 

48, 139 

1,222 

40,980 

1,431 

55, 439 

8,430 
8,779 

49,477 

1,114 

39,074 

1,231 

56,907 
9,573 
10, 550 

52,449 

987 

44, 862 

1,339 

57, 845 
8, 406 
9, 505 

49, 470 

857 

41,833 

Atchison,  Topeka  &  Santa 
Fe 

Chicago  &  Alton 

Chicago  &  Eastern  Illinois 
Chicago,     Burlington    & 

Chicago,    Peoria    &    St. 
Louis 

Chicago,  Rock  Island  & 
Pacific  (including  C,  R. 
I.&G.) 

357 

362 

263 

247 
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Railroad. 


Miles 

of  road 

Oct., 

1918. 


All  other  employees. 


Total. 


Oct.,     Dec,  I  Oct., 
1917.      1917.      1918. 


CENTRAL  WESTERN  RE- 
GION—Continued. 


Southeastern '  374 

Colorado  &  Southern 1, 100 

Denver  &  Rio  Grande 2, 652 

Denver  &  Salt  Lake '  255 

El  Paso  &  Southwestern . .  1, 028 

Los  Angele-s  &  Salt  Lake . .  1, 168 

Northwestern  Pacific .507 

Oregon  Short  Line 1  2,345 

Southern  Pacific  C  Pacific 

System) 7,051 

Toledo,  Peoria  &  Western.!  248 
Union  Pacific  (including  j 

St.  J.  &  G.I.) ;  3,872 

Western  Pacific !  1,011 


Total,  Central  West- 
em  Region 51,490 


SOUTHWESTERN    REGION,   j 

Fort    Worth    &    Denver  ' 

Citv 

Fort  Worth  &  Rio  Grandej 

Gulf  Coast  Lines 

Gulf,  Colorado  &  Santa  Fe 
Houston  &  Texas  Central . 
Houston    East    &    West 

Texas 

International     &     Great 

Northern 

Kansas  City,   Mexico  & 

Orient  System 

Kansas  Citv  Southern  (in- 
cluding t.  &  S.  F.) 

Louisiana  tt  Arkan.sas 

Midland  Valley 

Missouri  &  North  Arkansas 
Missouri,  Kansas  &  Texas 
Missouri,  Kansas  &  Texas 

ci  Texas 

Missouri  Pacific 

San  Antonio  &  Aransas 

Pass 

St.  Louis-San  Francisco. 
St.   Louis-San  Francisco 

&  Texas 

St.  Louis  Southwestern.. 
St.  Louis  Southwesleni  of 

Texas 

Southern  Pacific  (Sunset 

Lines) 

Texas  Pacific 

Vicksburg,  Shreveport  & 

Pacific 

Wichita  Falls  &   xVorth- 

western 

Wichita  Vallev 


354 

235 

920 

1,937 

887 

232 

1,160 

737 

837 
302 
366 
356 
1,737 

1,796 
7,108 

724 
4,778 

134 
969 

815 

2,545 
1,947 

171 

329 
257 


13 
43 

218 


15 

51 

215 


37 
119 

10 
330 


41 
120 


318 


1,469  ■  1,448 


1,101 
93 


1,288 
69 


4,831  I  4,678 


115 


112 
4 
10  12 


189 
598 


157 


214 
234 


459 


Total,     Southwest-  [ 
ern  Region [  31,633 


Grand     total,     all 
regions 228, 


38 
105 


13 
34 
198 


43 

144 

14 

324 

1,481 
2 

965 

69 


4,273 


,12 
1 


19 


30 


Jan., 
1919. 


Oct., 
1917. 


Dec, 
1917. 


15 
36 
193 


24 
156 

11 
290 

1,398 


1,241 


4,406 


247 
008 


5 
4 

328 


191 

370 


39 
129 


2,106     1,479 


20,453    18,174 


30 
139 


1,850 


18,147 


1, 727 


17,908 


1,702 
4,627 
11,267 
825 
3,858 
3,691 
1,894 
8,669 

45, 077 
817 

29,567 
3,355 


1,647 
4,639 
11,395 
1,006 
4,087 
4,373 
1,845 
8,937 

48, 603 
784  i 

30,906  } 
3,052  I 


Oct., 
1918. 


Jan., 
1919. 


1,823 
5,431 
12.513 
1,167 
4,447 
4,007 
1,910 
9,029 

50,581 
721 

30, 733 
3,058 


1,782 
4,088 
11,561 
1,141 
4,616 
4.612 
2,077 
9,757 

34,078 
593 

32,324 
3,410 


278.605   285,018   301,979   299,3.54 


2, 165 
592 


8,129 
3,083 

559 

5,821 

1,358 

4,829 
726 

1,082 

814 

11,817 

9,169 
38. 520 

2,254 
24,976 

511 
4,227 


13,508 
10,403 


862 


655 
310 


149,441 


1,733,115 


2,378 
641 
3,644 
8, 613 
2. 662 

425 

5,766 

1,236 

4,844 
735 

1,196 

752 

12, 733 

8,780 
35. 703 

2,598 
25, 304 

523 
4,111 

3,235 

14, 700 
10, 473 


G09 
339 


2,580 
543 

"7,' 667" 
2,928 

676 

4,851 

1,415 

5,607 
860 

1,514 

963 

12, 988 

9,859 
40,151 

2,356 
26,763 

530 
4,195 

3,083 

15,t)40 

10,  rm 


627 
410 


2,741 
.501 
3,134 
7,611 
2,682 


6,140 
840 
1,29S 
1,144 
12, 291 


3,227 


152,949  I  157,875   159,852 


1,703,684  1,855,911  1,843,530 
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STATEMENT  OF  STANLEY  B.  HOUCK. 

My  mime  is  Stanley  B.  Houck.  I  am  a  commerce  comisel.  My 
address  is  746  McKjiight  Building,  Minneapolis,  Minn. 

I  am  making  this  statement  on  behalf  of  National  Retail  Coal 
Merchants'  Association,  1727  Pennsylvania  Avenue  NW.,  Washing- 
ton, D.  C. ;  Retail  Coal  Dealers'  Association  of  New  England,  141 
Milk  Street,  Boston,  Mass. ;  lUinois  &  Wisconsin  Coal  Dealers'  Asso- 
ciation, 706  Great  Northern  Building,  Chicago,  111.;  Interstate  Com- 
merce and  Trade  Service  (Inc.),  744  McKnight  Building,  Minneapolis, 
Minn.;  and  Northwestern  Traffic  and  Service  Bureau,  1001  Lumber 
Exchange  Building,  Miimeapolis,  Minn.  The  last  two  named  organ- 
izations have  as  subscribers  retail  coal  dealers  of  Minneapolis  and 
St.  Paul,  Minn.,  and  of  the  States  of  Minnesota,  North  and  South 
Dakota,  Iowa,  Nebraska,  Missouri,  and  Kansas.  I  am  their  general 
counsel,  special  counsel  for  the  Illinois  &  Wisconsin  Coal  Dealers' 
Association,  and  am  specially  authorized  to  speak  for  the  other 
associations  named. 

These  organizations  for  whom  I  speak,  and  whose  views  I  shall 
express,  may  fairly  and  without  exaggeration  be  said  to  represent 
nearly  all,  if  not  all,  of  the  retail  coal  dealers  of  the  United  States. 
The  National  Association  referred  to  has  as  its  members  the  various 
local  associations  which  exist  in  the  different  localities  in  the  United 
States. 

The  purpose  of  this  statement  is  entnely  constinictive.  The  only 
criticism  of  present  or  past  conduct  of  transportation  companies 
which  I  shall  make  will  be  that  necessary  to  constitute  the  basis  of 
legislation. 

We  recognize  the  necessity  of  Government  operation  as  a  war 
emergency  policy.  We  express  no  views  as  to  the  disposition  of 
carriers  finally,  nor  as  to  how  they  shaU  be  operated.  The  thing 
we  desire  to  emphasize  is  that  what  we  ask  is  necessary  in  the  public 
interest  however  the  carriers  may  be  owned  or  operated. 

The  retail  coal  dealer  is  a  middleman  and  might  refuse  to  concern 
himself  with  the  questions  of  transportation.  Wliatever  the  rate  or 
practice  of  the  carrier,  however  unfair  or  unlawful,  he  might  content 
himself  with  adding  the  cost  to  his  price  and  passing  it  on  to  the 
consumer.  This  he  has  never  done.  He  and  his  organizations  have 
always  fought  unfair  practices  and  rates  of  transportation  companies. 
The  dealers'  attitude  is,  therefore,  at  least  to  some  extent,  broad- 
minded  and  disinterested. 

Very  soon  after  the  Federal  operation  of  railroads  began  the 
United  States  Railroad  Administration  began  to  issue  orders  which 
had  no  possible  purpose  of  better  and  more  quickly  winning  the  war 
or  of  effectually  carrying  out  the  purposes  intended  by  Federal 
operation  of  railroads.  The  orders  were  entirely  collateral  in  their 
purposes  and  in  their  eft'ect.  They  caused  and  still  cause  the  greatest 
disturbance  of  long  established  rights  and  practices.  They  have 
introduced  the  most  complete  disorganization  and  chaos  in  the 
relations  between  shippers  and  receivers  of  freight  and  carriers. 

We  will  not  give  all  of  the  instances  of  the  various  matters  we  will 
refer  to,  but  will  be  limited  to  the  most  important  and  striking. 

I  am  using  illustrations  taken  from  the  Northwest  only  because  I 
personally  know  of  the  cases  I  am  speaking  of.     By  hearsay,  and  in 
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some  instances  of  my  own  knowledge,  I  know  that  the  same  things 
are  true  throughout  the  Nation. 

In  June,  1918,  the  United  States  Railroad  Administration  sweep- 
ingly  advanced  rates.  The  public  had  previously  by  statute  been 
deprived  of  every  opportunity  to  protect  the  public  interest  in  advance 
of  the  effective  date  of  the  rates.  Folio  mng  are  some  of  the  conse- 
quences : 

DISTURBANCE    OF   THROUGH   ROUTES,    THROUGH   RATES    AND   EXISTING 

ADJUSTMENTS. 

1.  There  were  sweeping,  illogical,  and  apparently  unintentional 
eliminations  of  through  rates,  through  routes,  existing  adjustments 
of  rates  between  shipping  and  receiving  points,  the  effect  of  which 
in  each  case  was  to  substantially  increase  the  rates  above  the  level 
fixed  in  General  Order  No.  28  abnormally  high  as  those  rates  them- 
selves were. 

To  be  specific:  Using  Nokomis  and  Pana,  111.,  as  a  typical  situation 
we  find  two  tariffs  in  effect  as  follows: 

C.&E.I.  supplement  No.  42  to  Tariff  1200-G,  I.  C.  C.  2824,  and 
Big  Four  tariffs  L.  C.  139-D,  I.  C.  C.  7240.  The  Big  Four  tariff  was 
copied  from  C.&E.I.  tariff  and  therefore  such  discrepancies  as  existed 
in  the  C.&E.I.  tariff  are  to  be  found  in  the  Big  Four  tariff  in  nearly 
every  instance. 

As  a  concrete  case  take  a  car  of  coal  from  Nokomis  to  Shopiere, 
Wis.,  located  on  the  Chicago  &  North  Western  Railway.  In  referring 
to  the  tariffs  we  found  that  there  was  no  rate  named  from  Pana, 
but  that  a  rate  is  named  from  Marion,  "southern  Illinois,"  of  $2. 
The  sum  of  local  rates  would  make  the  rate  $2.40  or  a  differential 
of  40  cents  over  southern  Illinois,  whereas  by  adjustment  long  in 
effect  Pana  is  entitled  to  30  cents  under  southern  Illinois. 

These  tariffs  name  a  rate  to  Janesville  from  Nokomis  of  $1.70, 
which  on  the  map  is  beyond  Shopiere.  However,  in  investigating 
the  route  applicable  we  find  that  to  this  particular  destination,  as 
well  as  others  along  this  stretch  of  the  North  Western,  we  can  route 
only  via  Peoria,  which  would  mean  in  reality  a  back  haul  from 
Janesville.  In  other  words,  the  elimination  of  the  route  via  Chicago, 
which  in  this  case  would  be  a  natural  route,  prevents  our  taking 
advantage  of  the  long-and-short-haul  clause  in  the  act  to  regulate 
commerce. 

Another  case  of  similar  nature  arose  in  the  case  of  a  shipment  to 
Shawano,  Wis. 

We  find  the  tariffs  full  of  such  illogical  restrictions,  and  if  time 

Eermitted  I  would  go  into  the  matter  in  detail.  However,  please 
e  referred  to  the  supplement  of  the  C.&E.I.  tariff  referred  to,  in 
which  you  will  fuid  the  following: 

Page  16.  Items  1448-1729  quotes  no  rate  from  Pana,  while  com- 
plete representation  is  given  to  all  these  points  from  Marion. 

Page  17.  Items  1730-1830.     Same  as  above. 

Page  31.  Items  4628-4632.  Destination,  La  Salle  to  De  Pue, 
inclusive,  on  the  Chicago,  Rock  Island  &  Pacific  names  a  rate  of 
$1.50  on  fine  coal  from  Marion,  as  against  $1.75  from  Pana,  whereas 
Pana  should  be  given  a  differential  under  Marion. 
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Pages  47,  48,  49,  50,  58,  59,  60,  66,  67,  and  75  give  full  line  of 
rates  from  Marion  to  points  on  the  Great  Northern,  Soo,  Northern 
Pacific  and  Wabash,  respectively,  with  only  a  small  proportion  of 
destinations  quoted  from  Pana. 

One  can  readily  understand  why  no  rates  are  named  to  certain 
destinations  on  some  railroads  where  there  are  local  mines  to  be 
taken  into  consideration,  but  in  cases  such  as  mentioned  above  where 
it  is  merely  a  matter  of  giving  one  shipi^ing  district  an  advantage 
over  another,  the  situation  is  entirely  different. 

DOUBLE    INCREASE    UNDER    GENERAL    ORDER    28. 

2.  At  the  time  of  the  general  increase  in  freight  rates  on  June  25, 
1918,  the  railroad  companies  in  issuing  new  tariffs  made  no  pro- 
vision whatever  for  the  application  of  tlie  single  increase  as  applied 
to  combination  rates;  consequently,  on  shipments  of  coal  from 
Colorado  and  Wyoming  mines  to  stations  in  Iowa,  there  being  no 
through  rates  in  effect,  the  increase  was  added  to  each  portion  of 
the  rate  making  an  increase  of  anywhere  from  60  cents  to  $1  per  ton, 
whereas  according  to  the  schedule  of  rates  advances  prescribed  by 
the  Director  General  no  increase  was  greater  than  50  cents. 

We  filed  claims  with  the  railroad  companies  for  refund  on  the 
basis  of  the  single  increase  but  each  claim  has  been  returned  stating 
that  there  is  no  tariff  authority  which  will  permit  them  to  make 
such  refund.  Recently,  however,  a  number  of  the  railroad  com- 
panies have  issued  supplements  to  tariffs  which  provide  that  when 
combination  rates  are  effective  the  rate  shall  be  that  in  effect  prior 
to  June  25,  1918,  plus  the  increase  as  outlined  by  the  Director  General. 
This,  of  course,  is  satisfactory  as  far  as  recent  shipments  are  con- 
cerned, but  does  not  help  the  retail  coal  dealers  on  shipments  made 
between  June  25,  1918,  and  the  date  of  the  tariffs  providing  for  the 
single  increase. 

Let  me  use  as  an  illustration  a  claim  against  the  Illinois  Central, 
No.  9724,  which  is  based  on  CB&Q  tariff  No.  2622-F  in  effect  prior 
to  June  25,  I.  C.  C.  No.  12009,  and  I.  C.  tariff  2605,  I.  C.  C.  E.  1381, 
and  covers  shipments  of  coal  from  Dietz,  Wyo.,  to  Floyd,  Iowa. 
The  freight  was  collected  on  the  basis  of  S3. 45  to  Council  Bluffs  and 
$2.05  beyond.     We  are  basing  our  claim  as  follows: 

Rate  to  Council  Bluffs  prior  to  June  25 $2.  90 

Rate  beyond 1.  46 

4.  36 
Plus  arbitrary  advance 50 


4.86 

Applying  the  rule  for  disposition  of  fractions  we  arrive  at  the 
rate  of  $4.90,  or  60  cents  less  than  the  rate  collected. 

This  double  increase  has  come  to  our  attention  more  in  connec- 
tion with  shipments  from  Colorado  and  Wyoming  mines  in  connec- 
tion with  the  Colorado  &  Southern,  Denver  &  Rio  Grande,  Denver 
&  Salt  Lake,  Union  Pacific,  and  Chicago,  Burlington  &  Quincy 
railroads  which  do  not  make  through  rates  generally  to  points  in 
Iowa.  We  have  had  a  few  shipments  made  from  points  in  Pennsyl- 
vania to  the  Western  States  the  freight  charges  on  which  are  based 
on  a  Chicago  combination.     We  have  had  the  matter  up  with  Mr. 
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Howard  and  Mr.  Proiity  and  have  been  informed  that  our  only 
recourse  is  to  present  our  case  before  the  Interstate  Commerce 
Commission.  We  take  the  position  that  inasmuch  as  it  was  not 
the  intention  of  the  Director  General  to  apply  a  double  increase  in 
any  case,  which  the  railroads  have  admitted  by  publishing  provi- 
sions in  their  tariffs  recently  correcting  the  discrepancy,  there  should 
be  no  difficulty  about  obtaining  a  refund  where  overcharges  exist. 
But,  apparently,  we  are  wrong  in  this  belief. 

The  following  is  a  copy  of  a  letter  from  the  administration  regard- 
ing the  subject.  In  passing  I  may  say  that  had  such  a  thing  occurred 
under  private  operation  the  carriers  would  have  themselves  applied 
to  the  Interstate  Commerce  Commission  for  permission  to  make 
refunds  of  the  unfair  rates,  without  putting  the  shipper  and  receiver 
of  freight  to  the  expense  and  delay  of  correcting  a  carrier's  error. 

(17609) 

Washington.  D.  C,  December  2S,  191S. 
Dear  Sir:  Your  letters  of  the  10th  and  20th  instaut  addressed  to  Mr.  J.  H.  Howard. 
Relative  to  disposition  of  overcharge  claims,  have  been  referred  to  me. 

I  am  returning  herewith  all  papers  in  the  claim  iu  question,  and  I  wish  to  advi^ 
that  there  has  been  no  announcement  made  by  the  administration  as  to  theii"  policy 
of  disposing  of  claims  of  this  kind.  These  are  merely  matters  that  you  should  present 
to  and  handle  direct  with  the  Interstate  Commerce  rommisaion.  It  is  very  doubt- 
ful if  the  administration  will  ever  agree  to  voluntarily  autliorize  reparation  on  claims 
of  this  character. 

Yours,  truly, 

(Signed)  ('.  A.  Prolty,  Director. 

To  H.  L.  L.\ird. 

Sea'etary,  Northwestern  Traffic  mid  Service  Bureau, 

Minneapolis,  Minn. 

In  passing,  it  should  be  remarked  that  although  the  situation  was 
immediately  called  to  the  attention  of  the  carriers  it  has,  in  most 
instances,  not  yet  been  corrected. 

CREATION    OF   DISCRIMINATIONS. 

3.  With  a  stroke  of  his  pen  the  Director  (ieneral  of  Railroads  wip<Hl 
out  the  rates  enacted  by  the  Legislature  of  Minnesota  ami  sustained 
after  six  years  of  litigation  by  the  Supreme  Court  of  the  Ignited  States. 
He  did  this  by  General  Order  No.  28.  As  regards  coal,  the  so-caUed 
Minnesota  rates  had,  tluring  1917,  been  increased  as  provided  in  the 
so-called  15  per  cent  case.  The  ral(>s  wer(^  then  increased  as  provided 
by  General  Order  No.  2S.  The  history  of  the  rate  on  soft  coal  between 
Duluth  and  Miitneapolis,  Minn.,  is  that  prior  to  1913,  the  carriers  had 
for  many  years  (more  than  15  years)  voluntarily  maintained  a  rate  of 
90  cents  per  ton.  For  a  time  the  carriers  voluntarily  made  a  rate  of 
75  cents  per  ton.  In  1913  the  rate  was  increased  6  cents  to  96  cents 
per  ton  by  application  of  the  State-nuule  rates  after  the  decision  of  the 
Minnesota  Kate  case.  In  1917  the  rate  was  increased  to  $1.11,  as 
the  result  of  the  15  per  cent  case.  General  Order  No.  28  increased  the 
rate  to  $1.40.  Thus,  a  rate  which  not  so  very  long  ago  was  75  cents 
per  ton  and  for  many  years  was  90  cents  per  ton  is  $1.40  per  ton. 
Soft  coal  now  costs  50  and  65  cents  more  than  it  once  cost  the  users 
in  Minneapolis.  General  Order  No.  28  increased  tiic  rates  not  25  per 
cent,  but  substantially  more  than  that. 
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No  one  will  question  that  conditions  so  far  as  they  affect  the  rea- 
sonableness of  transportation  charges  make  for  higher  rates  in  North 
Dakota  than  in  Minnesota.  Yet,  effective  November  20,  1918,  the 
United  States  Railroad  Administration  filed  a  tariff  of  rates  for  the 
transportation  of  lignite  coal  in  and  from  North  Dakota  which,  rate 
for  rate,  is  lower  per  ton  for  the  transportation  of  coal  than  the 
original  Mumesota  rates  before  the  15  per  cent  increase  of  1917  or  the 
increase  provided  by  General  Order  No.  28.  I  am  attaching  the 
tariffs  which  show  the  facts  I  am  statmg.  The  following  tabulation 
emptiasizes  the  situation : 


Distance  in  miles. 

Original 
Minne- 
sota 
rates. 

Present 
lignite 
rates, 
North 

Dakota. 

170              

$1.01 
1.16 
1.22 
1.31 
1.42 
1.54 
1.59 
1.66 
1.72 

$1.00 

200                   

1.10 

220                                                               

1.20 

240                                                        

1.30 

270                                                    

1.40 

300                                         

1.50 

330                                  

1.60 

360 

1.70 

400     , 

1.80 

The  Minnesota  rates  did  not  extend  to  distances  beyond  400  miles, 
Por  all  distances  up  to  330  miles  the  present  United  States  Raih'oad 
Administration  rates  for  lignite  are  less  than  the  original  Minnesota 
rates  and  only  about  two-thirds  of  the  present  Minnesota  rates.  Such 
conduct  is  beyond  comprehension  and  impossible  of  satisfactory  ex- 
planation. Either  the  North  Dakota  rates  are  altogether  too  low  or 
the  Minnesota  rates  are  altogether  too  high.  But  whether  or  not,  the 
situation  from  the  standpouit  of  lawful  rate  makmg  is  absolutely 
wrong.  It  is  no  wonder  that  with  these  coal  rates  as  a  guide  the 
North  Dakota  Non-Partisan  Legislature  has  tried  to  decrease  all  other 
rates  to  the  same  basis. 

EFFECT    OF    UNIFIED    SYSTEM    ON    RATES. 


4.  It  is  a  weU-settled  and  long-recognized  rule  of  rate  making  that 
rates  for  given  distances  over  a  single  railroad  should  be  less  than 
rates  for  corresponding  distances  where  the  commodity  travels  over 
two  or  more  railroads;  that  is,  the  rate  for  a  one-line  haul  is  less 
than  the  rate  for  a  corresponding  two  or  more  line  haul. 

If  there  is  but  one  railroad  in  the  United  States  under  unified 
Federal  control,  as  we  have  so  frequently  heard  is  the  case,  rates 
should  in  all  cases  be  on  a  one-line  basis.  Yet  this  is  not  the  case,  as 
a  reference  to  the  lignite  tariff  attached  (or  any  other  joint  tariff,  for 
that  matter)  will  show.  Either  unified  Federal  control  does  not  effect 
the  savings  claimed  for  it,  or,  indeed,  which  it  ought  to  naturally 
effect,  or  else  (what  is  more  likely  the  case)  the  savings  from  unifica- 
tion of  systems  has  been  lost  through  increased  cost  of  Federal 
operation. 

At  KT-.j  rate,  in  computing  the  actual  extent  of  the  increase  of  rates 
under  Federal  operation  the  fact  that  rates  should  be  lower  on  a 
unified  system  must  be  borne  in  mind.     The  importance  of  this  factor 
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is  indicated  by  the  fact  that  the  rule  frequently  used  to  arrive  at  joint 
rates  is  to  use  85  per  cent  of  the  local  rates;  that  is,  if  the  rate  of  one 
carrier  from  origin  to  junction  with  the  other  carrier  is  $1,  and  that 
of  the  other  carrier  from  junction  point  to  destination  is  SI,  total 
$2,  the  joint  rate  should  be  $1.70,  and  the  rate  for  a  one-line  haul 
$1.59,  The  United  States  Railroad  Administration  has  taken  all  such 
advantages,  but  made  no  accountmg  therefor. 

The  same  thing  is  true  of  switching  and  like  terminal  charges. 
Under  private  operation  carriers  ordinarily  make  no  switching  or 
other  charge  for  setting  cars  for  unloading  on  their  tracks  within  any 
terminal.  Unification  of  terminals  mider  Federal  operation  has  not 
had  the  effect  of  causing  the  elimination  of  any  of  the  charges  made 
for  setting  cars  for  unloading. 

WITHHOLDING    OF    RECONSIGNMENT    PRIVILEGE. 

5.  What  the  United  States  Railroad  Administration  has  not  cared 
to  do  itself  it  has  not  hesitated  to  have  other  departments  of  the 
Government  do  for  it. 

Effective  February  1,  1919,  the  Fuel  Administration,  by  its  order 
No.  3885,  dated  January  31,  1919,  forbade  reconsignment  of  coal. 
The  news  dispatches  (Associated  Press)  announcing  this  order 
stated  that  the  order  was  made  at  the  request  of  the  Railroad  Admin- 
istration. The  order  was  canceled  effective  March  1.  Tliis  order 
had  the  effect  of  nullifying  the  tariff  provisions  of  every  railroad  in 
the  United  States  permitting  reconsignment  of  coal.  It  was  in 
direct  conflict  with  oft-repeated  decisions  of  the  Interstate  Commerce 
Commission  approving  of  the  practice  as  an  aid  to  the  free  and 
expeditious  movement  of  connuodities  and  prevented  the  public 
from  getting  cheaper  coal  when  the  Fuel  Administration  removed  the 
zone  restrictions.  I  c^uote  from  the  decisions  of  the  Interstate 
Commerce   Commission : 

Reconsignment  is  a  service  which  the  carrier  may,  under  the  act  [to  regulate 
commerce]  be  properly  expected  to  furnish.  *  *  *  In  no  case  has  the  cotnmission 
condemned  reconsignment  as  a  srvice.  Reconsignment  within  reasonable  limita 
is  of  benefit  to  the  public  and  not  without  its  advantages  to  the  carriers.  The  specific 
objections  that  reconsignment  tends  to  cong(  stion  of  trackag"  facilities  and  excessive 
detention  of  cars  at  reconsignment  points  have  been  considered  in  other  cases.  It 
is  only  necessary  to  repeat  that  these  evils  may  be  obviated  and  that  the  advantages 
of  reconsignment  should  not  be  thrown  away  to  avoid  al)usc8  which  may  be  con- 
trolled. (33  I.  C.  C,  523.)  Reconsio^nment  services  should  be  performed  by  carriers 
in  connection  with  their  transportation  services.     (47  I.  C.  C,  590.) 

INADEQUACY  OF  ADMINISTRATION  AGENCIES  OF  CORRECTION. 

6.  I  will  not  discuss  the  inadequacy  of  the  machinery  and  proce- 
dure provided  by  the  Railroad  Administration  for  correcting  improper 
rates  and  practices  because  other  witnesses  have  appeared  before 
you  who  have  quite  thoroughly  covered  the  subject.  I  do  wish  to 
say,  however,  tliat  those  witnesses  have  understated  rather  than 
overstated  the  situation.  Action  is  almost  impossible  to  secure 
and  the  delay  is  interminable.  The  official  attitude  seems  to  be  one 
of  studiously  and  calculatingly  smothering  all  reciuests  for  relief 
and  of  preventing  repetition  of  requests  by  a  well-planned  wearing- 
out  campaign. 
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RESTORATION     OF     POWERS     OF     THE     INTERSTATE     COMMERCE      COM- 
MISSION. 

7.  My  purpose  in  referring  to  the  rate  situations  just  discussed  is 
to  show  how  indispensable  it  is  that,  whether  the  operation  of  the 
carriers  be  private  or  governmental,  the  full  power  of  the  Interstate 
Commerce  Commission  over  rates,  including  particularly  the  power 
of  suspension,  should  be  at  once  restored.  None  of  the  situations 
I  have  disclosed  did  or  could  exist  were  the  Commission  possessed  of 
its  former  powers.  The  public  interest  demands  the  restoration  of 
the  Commission's  powers  and  that  the  china-breaking  propensities 
of  the  Federal  administration  of  railroads  be  checked. 

DISREGARD  FOR  LAWS. 

8.  Your  committee  has  heard  much  of  the  manner  in  which  the 
Director  General  has  set  aside,  modified,  and  ignored  the  funda- 
mental laws  of  the  land.  I  will  not  contmue  the  repetition  but  will 
cite  illustrations  of  a  somewhat  different  character  than  you  have 
yet  been  given. 

ABROGATION  OF  CONTRACTS. 

The  following  illustration  is  one  of  unusual  interest  in  that  it  is 
an  effort  on  the  part  of  the  Director  General  to  completely  overthrow 
the  fundamental  law  of  contracts  as    applied  to  common  carriers. 

On  October  16,  1918,  the  Reeves  Coal  Co.,  of  Minneapolis,  received 
from    the    Fairchild    &    Northeastern    Railroad,    a    railroad    under 
Federal  control,  the  following  message: 
What  kind  and  price  Illinois  coal,  two  cars  immediate  delivery. 

The  Reeves  Coal  Co.  responded  with  the  following  message: 

Kincaid  Christian  County  lump  or  egg  $2.55  mines,  plus  15  cents  immediate  delivery. 

To  this  the  Fairchild  &  Northeastern  Railroad,  by  letter  dated 
October  16,  1918,  replied: 

Rophdng  to  your  wire  of  even  date,  you  may  enter  our  order  for  three  cars  Kincaid 
Christian  County  coal,  lump,  per  month  until  further  notice,  one  on  the  1st,  one  on 
the  10th,  and  one  on  the  20th,  at  price  named  in  telegram. 

You  may  ship  us  two  cars  at  once. 

The  coal  was  shipped  and  accepted  and  invoice  rendered;  pay- 
ment was  tendered  by  the  railroad  company  on  the  basis  of  15 
cents  per  ton  less  than  the  agreed  price,  and  after  payment  at  the 
reduced  price  had  been  refused  by  the  vendor  the  following  letter 
was  written  by  I.  Seddon,  purchasing    agent    of  the  Fairchild  & 

Northeastern  Railroad: 

St.  Paul,  Minn.,  December  30,  1918. 
Reeves  Coal  Co., 

Minneapolis,  Minn.: 
Gentlemen:  Replying  to  your  letter  27th  inst.  in  reference  to  our  voucher  No.  16 
for  $122.27  covering  coal  shipped  Fairchild  &  Northeastern  Railroad  in  CS  1294,  and 
your  complaint  that  it  is  incorrect  on  account  of  price  basis  being  $2.55,  wish  to  state 
that  the  Fairchild  &  Northeastern  Railroad  is  under  Federal  control  and  we  are  advised 
direct  from  Washington  that  we  can  not  pay  more  than  the  maximum  Government 
price  of  $2.55  for  Illinois  screened  coal,  and  for  your  further  information  wish  to  state 
we  are  buying  both  Central  and  Southern  Illinois  coal  at  a  lower  price  than  the  maxi- 
mum set  by  the  Government. 

Our  hands  are  tied  and  the  voucher  No.  16  covers  the  maximum  we  are  allowed  to 
pay  under  Government  instructions  from  Washington. 
Yours,  truly, 

(Signed)  I.  Seddon,  Pur.  Agent. 
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The  United  States  Railroad  Administration  and  its  representatives 
have  the  notion  that  they  are  free  from  all  restraints  of  law  or  other- 
wise, of  whatsoever  character,  and  undoubtedly  will  continue  to  hold 
this  attitude  until  some  act  of  Congress  sets  them  right. 

INTERFERENCE    WITH    JURISDICTION    OF    COURTS. 

I  am  familiar  with  the  testimony  of  Clifford  Thoriie  on  the  subject 
of  the  effect  of  General  Order  No.  18  and  18-A.  I  agree  with  Mr 
Thome's  statement  in  every  particular,  except  that  he  has  not  gone 
far  enough  to  present  all  of  the  facts.  Not  only  have  General  Orders 
No.  18  and  No.  18-A  had  the  effect  to  which  he  has  testified,  but  of 
even  more  far-reaching  importance  is  that  Federal  control  itself  has 
had  the  efi^ect  of  practically  making  it  imjDossible  to  enforce  a  claim 
which  accrued  prior  to  Federal  control,  against  carriers  responsible  to 
the  shipper.  This  is  for  the  reason  that  the  effect  of  the  Federal  control 
has  been  to  prevent  the  acquiring  of  jurisdiction  in  the  ordinary  way. 
Money  belonging  to  carriers  and  other  property  of  carriers  under 
Federal  control,  can  not  be  garnisheed  or  attached  for  the  purpose  of 
acquiring  jurisdiction  nor  can  service  be  had  upon  a  representative  of 
the  carriers,  as  was  formerly  the  case.  If,  therefore,  jurisdiction  is 
to  be  acquired,  it  must  be  by  service  upon  the  principal  officers  of  the 
corporation,  and  the  impossibility  from  a  practical  standpoint  of 
doing  this  is  obvious.  If  an  eastern  road  with  headquarters  at  New 
York,  Philadelpliia,  Richmond,  or  othei"  eastern  point  is  sought  to  be 
sued  by  a  claimant,  a  resident  of  Western  State,  there  is  practically  no 
claim  of  sufficient  size  to  warrant  the  expense.  The  carriei-s  know 
this  and  have  adjusted  their  attitude  toward  claims  to  conform  to  the 
position  of  immunity  held  by  them.  The  chaos  created  by  the 
Federal  control  itself  and  by  inability  to  sue  the  initial  carrier  unless 
the  plaintiff  resides  and  the  damage  occurred  at  the  place  of  suit,  has 
been  thoroughly  covered  by  Mr.  Thorne.  To  this  must  be  added  the 
fact  that  imless  the  carrier  is  entirely  willing  it  is  impossible  to  col- 
lect a  judgment  even  if  action  has  been  brought  and  judgment 
obtained,  in  conformity  with  the  provisions  of  General  Orders  Nos.  18 
and  18-A.  The  situation  is  so  serious  tliat  immediate  steps  sliould 
be  taken  to  relieve  it. 

SUGGESTION    OF    JOINT    AND    SEVERAL    LIABILITY    OF    CARRIER. 

Our  suggestion  for  both  temporary  and  permanent  relief  along 
these  lines  is  that  the  act  to  regulate  commerce  be  so  amemded  as 
to  permit  actions  to  be  brought  against  any  carrier  participating  in 
the  movement  of  freight  with  the  same  effect  as  if  it  had  been  brought 
against  the  initial  earlier:  that  is,  make  each  carrier  that  })artici- 
pates  in  the  movement  of  freight  jointly  and  severally  liable  for  any 
damage  which  occurred.  This  suggestion  is  intended  to  be  construc- 
tive and  to  apply  to  both  the  present  situation  and  to  the  situation  in 
normal  times.  It  has  fref|uently  happened  in  the  past  that  a  snuill 
local  line  without  e()uipment,  which  moves  off  its  own  line  without 
agents  or  representatives  except  in  the  imuuHUate  locahty  of  its  opera- 
tions, is  the  initial  carrier  of  large  quantities  of  freight  wliicli  move 
throughout  the  entire  country.  This  is  especially  true  of  ea^^tern 
coal-originating  roads.     In  tlie  past,  in  many  instances,  the  ]ii-ivil(>gt> 
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of  siiino;  the  initial  carrier  has  been  a  vakieless  one  because  it  is  not 
possible  to  obtain  jurisdiction  of  the  initial  carrier  at  the  place  where 
the  plaintiff  resides  and  to  which  the  commodity  moves. 

INDUSTRIAL   TRACKS. 

By  General  Order  No.  15  and  supplement  No.  1  to  circular  No.  33, 
of  the  Railroad  Administration  Northwestern  Region,  the  Railroad 
Administration  seeks  to  change  the  legal  relation  between  the  railroad 
companies  and  parties  located  on  industrial  spurs.  The  following 
letter  was  received  by  a  company  located  upon  an  industrial  track 
at  Minneapolis.  I  am  omitting  the  name  of  the  company  because 
it  fears  that  it  will  be  embarrassed  if  its  name  is  used. 

The  track  on  which  your  company  is  located  at  Minneapolis  is  considered  as  an 
industry  track,  inasmuch  as  in  addition  to  your  plant  it  also  serves  other  industries 
and  indiwluals.  The  United  States  Kailroad  Administration  requires  that  all  tracks 
used  exclusively  or  partly  to  serve  one  or  more  industries  must  be  maintained  at  the 
expense  of  those  industries. 

For  your  information,  inclosed  is  a  copy  of  Director  General's  Order  No.  15,  also  a 
copy  of  supplement  No.  1  to  circular  No.  33  issued  by  the  re2:ional  director,  l^earing 
upon  the  question  of  maintenance  and  operation  of  tracks  serving  industries.  It  will 
be  noted  that  supplement  No.  1  to  circular  No.  33  is  an  interpretation  of  General 
Order  No.  15.  General  Order  No.  15  requires  that  tracks  not  covered  by  written 
contracts  of  which  the  track  serving  your  plant  is  one,  shall  lie  maintained  by  the 
industry  and  supplement  No.  1  specifies  that  where  a  track  serves  more  than  one 
industry  or  is  used  partly  for  railroad  purposes,  the  maintenance  of  the  track  shall  be 
divided  upon  the  basis  that  the  number  of  cars  handled  for  each  party  bears  to  the 
total  number  of  cars  haadled  over  the  track. 

Under  this  provision,  it  will  be  necessary  for  this  company  to  submit  bills  against 
you  on  the  basis  outlined.  This  letter  is  written  that  an  understanding  may  be  had 
at  this  time  about  the  requirements  and  to  request  that  you  advise  at  your  earliest 
convenience  your  acceptance  of  these  pro\isions. 

As  stated  in  the  first  paragraph  of  General  Order  No.  15,  the  terms  and  stipulations 
mentioned  will  be  embodied  in  a  written  contract  which  will  be  submitted  to  you 
for  execution  as  soon  as  the  necessary  data  has  been  assembled.  In  the  meantime, 
however,  it  is  proper  that  the  situation  be  made  clear  in  order  to  avoid  any  controversy 
with  reference  to  bills  for  maintenance  expenses  in  order  that  there  may  be  no  cause 
for  interrupting  the  operation  of  the  tracks. 

The  removal  of  snow  and  ice,  as  well  as  cutting  weeds  and  making  em.ergency 
repairs  to  the  track,  must  be  done  from  time  to  time.  Inspection  of  the  track  is  also 
necessary  periodically  to  insure  its  being  in  condition  for  operation.  It  is  the  desire 
that  you  advise  whether  you  will  honor  bills  covering  this  service  when  rendered. 
Should  repairs  of  some  other  and  more  extensive  nature  be  necessary  in  the  future, 
you  will  be  notified  about  the  approximate  cost  before  the  work  is  done. 

In  the  case  of  clearing  the  tracks  of  snow  and  ico,  it  might  be  possible  that  you 
prefer  to  do  so  with  your  own  force,  which  is  entirely  satisfactory. 

An  early  reply  will  be  appreciated. 

Without  discussing  at  length  the  reasonableness  of  the  method 
of  arriving  at  the  amount  of  compensation  due  from  each  user  of  an 
industrial  track,  I  will  suggest  that  if  a  track  is  1,000  feet  long  ard 
the  total  freight  handled  1,000  cars,  of  which  900  cars  are  unloade  1 
on  a  100  feet  of  track,  and  100  cars  on  the  remaining  900  feet,  oi  o 
company  will  be  required  to  pay  for  the  upkeep  of  more  track  tha  i 
it  uses.  There  are  a  number  of  other  particulars  in  which  the  method 
of  determining  compensation  is  wholly  arbitrary  and  unreasonable. 
"VYliat  I  do  wish  to  emphasize  very  firmly  is  that  the  relations  betweeji 
railroads  and  industry  tracks  has  grown  up  by  custom  and  usage 
of  many  years'  standing;  that  the  manner  in  which  the  rights  of 
the  parties  has  been  worked  out  is  wholly  inconsistent  with  rh'?^ 
provisions  of  General  Order  No.  15  and  'he  c'rcular  referred  to.     Mi 
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opinion  is  that  whether  a  written  contract  existed  or  not  the  rights 
of  the  parties  must  be  deemed  to  have  been  fixed  by  the  practical 
manner  in  which  they  have  conducted  themselves  for  many  years 
in  the  past  and  that  the  order  in  question  is  wholly  illegal. 

The  unreasonableness  of  the  order  is  evident  when  it  is  considered 
that  no  such  obligation  is  placed  upon  a  consignee  who  uses  the 
public  team  tracks  of  a  carrier.  The  order  in  effect  penalizes  the 
man  who  acquires  facilities  for  the  prompt  handling  of  transportation 
and  who  provides  a  part  of  the  terminal  facilities  the  carrier  needs 
for  the  expeditious  handling  of  his  trade.  There  can  be  no  doubt 
but  what  this  order  affects  a  considerable  change  in  the  property 
and  legal  rights  of  those  located  upon  such  industrial  tracks. 

LOSS   AND   DAMAGE. 

Mr.  Thorne  and  other  witnesses  have  expatiated  upon  the  attitude 
of  the  carriers  on  claims  and  the  man}-  changes  in  the  rules  of  evidence 
and  legal  responsibility  which  railroad  administration  is  seeking  to 
make.  What  has  been  said  of  other  commodities  is  true  of  coal. 
The  attitude  of  the  carriers  on  coal  claims  can  be  summarized  as 
carefully  calculated  to  wear  down  the  claimant,  prevent  the  presen- 
tation of  as  man}'-  claims  as  possible,  whether  just  or  unjust,  and 
make  it  so  expensive  to  enforce  the  collection  of  claims  that  are 
presented  that  the  claims  will  be  either  abandoned  or  settled  for  a 
small  portion  of  the  full  liability. 

Carriers  have  taken  the  position  first,  that  all  claims  for  coal  must 
be  decreased  by  the  amount  of  an  arbitrary  deduction  called  tolerance, 
which  amounts  to  1  per  cent  or  2  per  cent  of  the  original  amount  of 
load.  If  a  car  contained  100,000  pounds  of  coal  at  origin  and  97,000 
pounds  at  destination  some  carriers  seek  to  require  a  deduction  of  2 
per  cent  of  100,000  pounds,  thus  eliminating  2,000  of  the  3,000 
pounds  shortage  and  then  refuse  to  pay  a  claim  on  the  remaining 
1,000  pounds  on  the  ground  that  the  claim  only  amounts  to  a  couple 
of  dollars  and  is  too  small  to  constitute  any  mdication  of  loss.  It 
has  been  suggested  to  carriers  taking  this  position  that  if  a  uniform, 
deduction  of  2  per  cent  must  be  made  on  all  claims  because  of  a 
natural  shrinkage  in  coal,  that  a  similar  deduction  should  be  made 
in  the  amount  of  freight  charged  for  the  transportation  of  coal,  but 
this  suggestion  is  treated  as  flippancy  by  the  carriers. 

Carriers  also  insist  upon  the  settlement  of  claims  on  the  basis  of 
invoice  price  at  origin  instead  of  the  full  legal  measure  of  damages 
provided  by  the  common  law  as  reaffii-med  by  the  Cummins  amend- 
ment to  the  act  to  regulate  commerce.  They  take  the  position  that 
the  Cummms  amendment  has  not  had  the  effect  claimed  for  it  by 
its  author  and  refuse  to  recognize  that  effect  until  the  Supreme 
Court  of  the  United  States  has  rendered  its  decision  in  the  matter. 

Carriers  refuse  to  recognize  wagon  scale  weights  at  destination 
as  a  satisfactory  method  of  determining  the  amount  of  shortage, 
although  such  wagon  scale  weights  are  under  strict  local  supervision 
as  to  their  accuracy  and  it  is  a  penal  offense  in  man}^  localities  to 
operate  a  scale  that  is  not  weighing  correctly. 

I  do  not  care  to  discuss  the  merits  of  the  carriers'  position  m  these 
regards,  nor  to  say  that  the  carrier  is  wrong  and  the  shipper  is  right, 
in  reference  to  them.     What  I  do  wish  to  emphasize  is  that  the 
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carriers  during  normal  times  have  used  every  method  possible  to 
escape  responsibility  of  claims  without  regard  to  the  merits  of  the 
claim  or  the  adequacy  of  proof  of  loss,  and  have  ui  many  instances 
driven  claimants  to  the  alternative  of  givmg  up  their  claims  or 
engaging  in  expensive  litigation  which  amounts  to  the  same  thmg 
as  losmg  the  claim.  In  other  words,  they  have  taken  advatihige  of 
their  position  of  superior  strength.  The  situation  has  been  aggra- 
vated durmg  the  existence  of  Federal  control. 

Claimants  of  loss  and  damage  on  shipments  of  coal  feel  that  legis- 
lation should  be  enacted  which  will  have  a  tendency  to  make  carriers 
settle  till  proper  and  reasonable  claims  for  loss  of  coal,  and  make  it 
too  expensive  for  a  carrier  to  fight  a  claim  for  the  sole  purpose  of 
wearing  out  the  claimant  and  preventing  the  presentation  of  entirely 
legitimate  claims.  This  can  be  done,  I  believe,  by  some  simple 
amendment  to  the  act  to  regulate  commerce. 

First.  Specifically  make  it  a  violation  of  the  criminal  section  of  the 
act  to  regulate  conunerce  for  a  carrier  willfully  to  settle  a  loss  and 
damage  claim  for  less  than  its  full  legal  liability,  just  as  it  is  now 
made  an  offense  for  a  shipper  to  claim  or  receive  more  from  the  car- 
rier than  the  carrier  is  legally  responsible  for.  As  the  law  now  is, 
the  shipper  can  not  claim  more  than  the  actual  loss  without  being 
a  criminal,  but  the  carrier  can  pay  as  much  less  than  its  legal  liability 
as  it  can  get  away  with. 

Second.  Fix  by  statute  the  measure  of  damages  which  shall  be 
followed  by  carriers  in  the  payment  of  loss  and  damage  claims.  It 
is,  of  course,  true  that  the  law  now  fixes  the  measure  of  damages,  but 
the  carriers  make  the  claim  that  the  common-law  measure  no  longer 
applies,  regardless  of  the  provisions  of  the  Cummms  amendment, 
and  while  waiting  for  a  decision  of  the  Supreme  Court,  are  escaping 
hability  of  hmidreds  of  thousands  of  doUars  in  claims  because  it  is 
too  expensive  for  claimants  to  follow  the  matter  through.  A  simple 
legislative  enactment  would  save  the  consumers  of  the  country 
hundreds  of  thousands  if  not  millions  of  dollars. 

Third.  Forbid  by  statute  any  carrier  from  placing  in  its  tariff 
without  consent  of  the  Interstate  Commerce  Commission  any  pro-> 
vision  which  relates  to  its  duties  or  in  any  way  changes  its  duty  at 
common  law  or  in  any  way  applies  to  anything  relating  to  transpor- 
tation except  the  amount  of  charge.  The  carriers  are  continuously 
inserting  in  their  tariffs  provisions  which  radically  change  their 
common  law  responsibility  to  shippers  and  their  duties  as  common 
carriers,  and  when  they  are  called  upon  to  perform  the  duties  expected 
of  them  by  law  take  refuge  behmd  the  tariffs  and  the  statutory 
provision  which  requires  them  to  obey  the  provisions  of  their  pub- 
lished tariffs.  In  these  instances  the  carrier  has  the  advantage 
because  it  will  obey  the  provisions  of  a  tariff,  though  illegal  from  the 
beginning,  until  the  courts  have  decided  the  provision  to  be  illegal, 
and  hereby  profit  by  its  savmgs  m  the  interim.  It  never  voluntarily 
repays  the  charges  it  has  made  under  the  illegal  provisions  of  a 
tariff  or  by  the  collection  of  an  milawful  rate. 

When  your  committee  reaches  the  point  where  it  wishes  to  consider 
the  amendments  of  the  act  to  regulate  commerce  for  the  purpose 
of  controlling  the  conduct  of  the  railroads  when  they  are  returned 
to  their  private  owners  when  it  has  been  determmed  to  continue 
them   mider   governmental   control,    I   have   a   number   of   specific 
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recommendations  to  make  in  addition  to  the  general  ones  which  I 
have  sought  to  bring  out  in  this  statement  and  shall  be  very  glad 
if  you  will  favor  me  ^v'ith  an  opportmiity  to  present  them  in  detail. 
I  have  only  called  your  attention  now  to  the  matters  which  I  believe 
should  be  taken  care  of  A\ithout  further  delay,  realizing  that  the 
mam  object  of  your  hearmg  is  to  determine  whether  the  railroads 
will  be  operated  by  private  owners  or  by  the  United  States  Govern- 
ment. 

(St.  Paul,  Minn.,  Dec.  10, 1913.) 
Eailroad  and  Warehouse  Commission  of  Minnesota. 

When  rates  for  exact  distance  are  not  shown,  the  rates  for  the  next  greater  distance 
as  shown  on  tariff  shall  govern. 

Governed  by  Western  Classification  No.  52,  amendments  or  subsequent  issues,  and 
by  exceptions  and  changes  made  by  the  Railroad  and  Warehouse  Commission  of 
Minnesota,  as  named  in  western  trunk  line  rules  circulars  1-J  and  7-B,  amendments 
thereto  or  subsequent  issues,  and  by  individual  rules  of  the  carriers. 

When  preparing  a  schedide  of  merchandise  rates  fractions  of  a  mill  1  to  5  to  be 
dropped,  6  to  9  to  be  called  1. 

(See  pages  1733,  1734,  1735,  and  1736  for  schedules.) 


EXTENSION   OF   GOVERNMENT   CONTROL   OF  RAILROADS.      1733 
Schedule  of  reasonable  maximum  merchandise  and  commodity  rates. 


Merchandise,  in  cents  per  100 
pounds. 

Special  carload  classes,  in  cents  per  100  pounds. 

Rates  for— 

Percentage  scale  relation. 

100 

83§ 

66J 

50 

40 

45 

35 

30 

25 

20 

1 

2 

3 

4 

Fifth 
class. 

A 

B 

C 

D 

E 

5  miles 

12.00 
12.98 
13.96 
14.94 
15.92 
16.90 
17.88 
IS.  86 
19.84 
20.82 
21.80 
22. 78 
23.76 
24.74 
25.72 
26.70 
27.68 
28.66 
29.64 
30.62 
31.60 
32.58 
33.53 
34.54 
35.52 
36.50 
37.48 
38.46 
39.44 
40.42 
41.40 
42.38 
43.36 
44.34 
45.32 
46.30 
47.28 
48.26 
49.24 
50.22 
51.20 
52.18 
53.16 
54.14 
55.12 
56.10 
57.08 
58.06 
59.04 
60.02 
61.00 
61.98 
62.96 
63.94 
64.92 
65.90 
66.88 
67.86 
68.84 
69.82 

10.00 

10.82 

11.63 

12.45 

13.27 

14.08 

14.90 

15.72 

16. 53 

17.35 

18.17 

18.98 

19.80 

20.62 

21.43 

22.25 

23.07 

23.88 

24.70 

25.52 

26.33 

27.16 

27.97 

28.78 

29.60 

30.42 

31.23 

32.05 

32. 87 

33.68 

34.50 

35.32 

36.13 

36.95 

37.77 

38.58 

39.40 

40.22 

41.03 

41.85' 

42.66 

43.48 

44.30 

45.11 

45.93 

46.75 

47.56 

48.38 

49.20 

50.01 

50.83 

51.65 

52.46 

53.28 

54.10 

54.91 

55.73 

56.55 

57.36 

58.18 

8.00 
8.65 
9.31 
9.96 
10.61 
11.27 
11.92 
12. 57 
13.22 
13. 88 
14.53 
15.19 
15.84 
16.49 
17.14 
17. 80 
18.45 
19.10 
19.76 
20.41 
21.06 
21.72 
22.37 
23.02 
23.68 
24.33 
24.98 
25.64 
26.20 
26.94 
27.60 
28. 25 
28.90 
29.56 
30.21 
30.86 
31.52 
32.17 
32.82 
33.48 
34.13 
34.78 
35.44 
36.09 
36.74 
37.40 
38.05 
38.70 
39.36 
40.01 
40.66 
41.32 
41.97 
42.62 
43.28 
43.93 
44.58 
45.24 
45.89 
46.54 

6.00 
6.49 
6.98 
7.47 
7.96 
8.45 
8.94 
9.43 
9.92 
10.41 
10.90 
11.39 
11.88 
12.37 
12.86 
13.35 
13.84 
14.33 
14.82 
15.31 
15.80 
16.29 
16.78 
17.27 
17.76 
18.25 
18.74 
19.23 
19.72 
20.21 
20.70 
21.19 
21.68 
22.17 
22.66 
23.15 
23.64 
24. 13 
24.62 
25.11 
25.60 
26.09 
26.58 
27.07 
27.56 
28.05 
■  28.54 
29.03 
29.52 
30.01 
30.50 
30.99 
31.48 
31.97 
32.46 
32.95 
33.44 
33.93 
34.42 
34.91 

4.80 
5.19 
5.  ,58 
5.98 
6.37 
6.76 
7.15 
7.54 
7.94 
8.33 
8.72 
9.11 
9.50 
9.90 
10.29 
10.68 
11.07 
11.46 
11.86 
12.25 
12.64 
13.03 
13.42 
13.82 
14.21 
14.  SO 
14.99 
15.38 
15. 78 
16.17 
16.56 
16.95 
17.34 
17.74 
18.13 
18.52 
18.91 
19.30 
19.70 
20.09 
20.48 
20.87 
21.26 
21.66 
22.05 
22.40 
22.83 
23.22 
23.62 
24.01 
24.40 
24.79 
25.18 
25.58 
25.97 
26.36 
26.75 
27.14 
27.54 
27.93 

5.40 
5.84 
6.2S 
6.72 
7.16 
7.61 
8.05 
8.49 
8.93 
9.37 
9.81 
10.25 
10.69 
11.13 
11.58 
12.02 
12.46 
12.90 
13.34 
13.78 
14.22 
14.66 
15. 10 
15.54 
15.98 
16.43 
16.87 
17.31 
17.75 
18. 19 
18.63 
19.07 
19.51 
19.95 
20.39 
20.84 
21.28 
21.72 
22.16 
22.60 
23.04 
23.48 
23.92 
24.36 
24.80 
25.25 
25.69 
26.13 
26.57 
27.01 
27.45 
27.89 
28.33 
28.77 
29.21 
29.66 
30.10 
30.54 
30.98 
31.32 

4.20 
4.55 
4.89 
5.23 
5.57 
5.92 
6.26 
6.70 
6.94 
7.29 
7.63 
7.97 
8.32 
8.66 
9.01 
9.35 
9.69 
10.03 
10.37 
10.72 
11.06 
11.40 
11.75 
12.09 
12.43 
12.78 
13.12 
13.46 
13.80 
14.15 
14.49 
14.83 
15. 18 
15.52 
15.86 
16.21 
16.55 
16.89 
17.23 
17.58 
17.92 
18.26 
18.61 
18.95 
19.29 
19.64 
19.98 
20.32 
20.66 
21.01 
21.35 
21.69 
22.04 
22.37 
22.72 
23.07 
23.41 
23.75 
24.19 
24.44 

3.60 
3.89 
4.19 
4.48 
4.78 
5.07 
5.35 
5.66 
5.95 
6.25 
6.54 
6.83 
7.13 
7.42 
7.72 
8.01 
8.30 
8.60 
8.89 
9.19 
9.48 
9.77 
10.07 
10.36 
10.66 
10.95 
11.24 
11.54 
11.83 
12.13 
12.  '•2 
12.71 
13.01 
13.30 
13.60 
13.89 
14.18 
14.48 
14.77 
15.07 
15.36 
15.65 
15.95 
16.24 
16.54 
16.83 
17.12 
17.41 
17.71 
18.01 
18.30 
18.59 
18.89 
19.18 
19.48 
19.78 
20.06 
20.36 
20.65 
20.95 

3.00 
3.25 
3.49 
3.74 
3.98 
4.23 
4.47 
4.72 
4.96 
5.21 
5.45 
5.70 
5.94 
6.19 
6.43 
6.68 
6.92 
7.17 
7.41 
7.66 
7.90 
.S.  15 
8.39 
8.64 
8. 88 
9.13 
9.  ,37 
9.62 
9.86 
10.11 
10.35 
10.60 
10.84 
11.09 
11.33 
11.58 
11.82 
12.07 
12.31 
12.56 
12.80 
13.05 
13.29 
13.54 
13.78 
14.03 
14.27 
14.52 
14.76 
15.01 
15.25 
15.50 
15.74 
15.99 
16.23 
16.48 
16.72 
16.97 
17.21 
17.46 

2.40 

10  miles 

2.60 

15  miles 

2.80 

20  miles 

2.99 

25  miles 

3.18 

30  miles 

3.38 

35  miles 

3.58 

40  miles 

3.77 

45  miles 

3.97 

50  miles 

4.16 

4.36 

60  miles 

4.56 

65  miles 

4.75 

70  miles 

4.95 

75  miles 

5.14 

80  miles 

5.34 

85  miles 

5.54 

90  miles 

5.73 

95  miles 

5.93 

100  miles 

fi.12 

6.32 

110  miles 

6.52 

115  miles 

6.71 

120  miles 

6.91 

125  miles 

7.10 

130  miles 

7.30 

135  miles 

7.50 

145  miles 

7.69 

7.89 

150  miles 

8.08 

155  miles 

8.28 

160  miles 

8.48 

165  miles 

8.67 

170  miles 

8.87 

175  miles 

9.06 

180  miles 

9.26 

185  miles 

9.46 

190  miles 

9. 65 

195  miles 

9.85 

200  miles 

10.00 

210  miles 

10.24 

220  miles 

10.43 

230  miles 

10.63 

240  miles 

10.83 

250  miles 

11.00 

260  miles 

11.22 

270  miles 

11.42 

280  miles 

11.62 

290  miles 

11.80 

300  miles 

12.00 

310  miles 

12.20 

320  miles 

12.40 

330  miles 

12.59 

340  miles 

12.79 

350  miles  

12.98 

360  miles 

13.18 

370  miles 

13.38 

380  miles 

13.57 

390  miles 

13.77 

400mtles 

13.96 
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Miles. 

11 

Wheat. 

12 

Coarse 
grain. 

13 

Pota- 
toes. 

14 

Hay 

and 

straw. 

15 

Siisrar 

beets, 
beet 

pulp, 
and 
lime 

refuse. 

16 

Sugar. 

17 

Hogs. 

,18 

Cattle 
and 
sheep 
D.  D. 

19 

Sheep 
S.  D 

5  miles 

2.7 
3.3 
3.8 
4.4 
4.6 
4.8 
6.0 
5.2 
5.4 
5.7 
5.9 
6.1 
6.3 
6.5 
6.7 
7.0 
7.2 
7.4 
7.6 
7.8 
7.9 
8.1 
8.2 
8.2 
8.3 
8.4 
8.5 
8.5 
8.6 
8.7 
8.8 
8.8 
9.0 
9.0 
9.1 
9.1 
9.3 
9.4 
9.5 
9.6 
9.7 
9.8 
9.9 
10.0 
10.2 
10.3 
10.5 
10.6 
10.8 
10.9 
11.0 
11.1 
11.2 
11.3 
11.4 
11.5 
11.7 
11.8 
11.9 
12.0 

2.7 
2.9 
3.6 
4.0 
4.2 
4.4 
4.7 
4.8 
5.0 
5.2 
5.4 
5.6 
5.8 
6.1 
6.3 
6.5 
6.6 
6.8 
7.0 
7.3 
7.3 
7.3 
7.6 
7.6 
7.7 
7.8 
7.8 
7.9 
8.0 
8.0 
8.1 
8.2 
8.3 
8.3 
8.5 
8.5 
8.6 
8.7 
8.7 
8.8 
8.9 
9.0 
9.1 
9.2 
9.3 
9.5 
9.8 
9.9 
10.0 
10.1 
10.2 
10.3 
10.4 
10.4 
10.5 
10.6 
10.7 
10.8 
11.0 
11.1 

3.6 
3.9 
4.2 
4.5 
4.8 
5.1 
5.4 
5.7 
6.0 
6.3 
6.5 
6.8 
7.1 
7.4 
7.7 
8.0 
8.3 
8.6 
8.9 
9.2 
9.5 
9.8 
10.1 
10.4 
10.7 
10.9 
U.l 
11.3 
11.5 
11.7 
11.8 
12.0 
12.2 
12.3 
12.4 
12.5 
12.6 
12.7 
12.9 
13.0 
13.2 
13.3 
13.5 
13.8 
14.0 
14.1 
14.3 
14.4 
14.6 
14.7 
14.8 
15.0 
15.3 
15.6 
15.8 
16.1 
16.4 
16.7 
16.9 
17.2 

3.6 
3.9 
4.2 
4.5 
4.8 
5.1 
5.4 
5.7 
6.0 
6.3 
6.5 
6.8 
7.1 
7.4 
7.7 
7.9 
8.0 
8.2 
8.4 
8.5 
8.7 
8.9 
9.0 
9.2 
9.3 
9.5 
9.7 
9.8 
10.0 
10.2 
10.3 
10.5 
10.6 
10.8 
11.0 
11.1 
11.3 
11.5 
11.6 
11.8 
11.9 
12.1 
12.3 
12.4 
12.6 
12.8 
12.9 
13.1 
13.2 
13.4 
13.6 
13.7 
13.9 
14.0 
14.2 
14.4 
14.5 
14.7 
14.9 
15.0 

2.0 
2.1 
2.3 
2.4 
2.6 
2.7 
2.9 
3.0 
3.2 
3.3 
3.5 
3.6 
3.7 
3.9 
4.0 
4.1 
4.3 
4.4 
4.5 
4.6 
4.8 
4.9 
5.0 
5.1 
5.2 
5.3 
5.4 
5.5 
5.6 
5.7 
5.8 
6.0 
6.1 
6.2 
6.3 
6.4 
6.5 
6.6 
6.7 
6.8 
7.1 
7.2 
7.3 
7.5 
7.7 
7.8 
8.0 
8.2 
8.3 
8.5 
8.7 
8.8 
9.0 
9.2 
9.3 
9.4 
9.6 
9.7 
9.9 
10.1 

3.6 
3.7 
3.S 
3.9 
4.0 
4.1 
4.2 
4.7 
5.1 
5.6 
5.9 
6.3 
6.7 
7.1 
7.5 
7.9 
8.3 
8.7 
9.1 
9.5 
9.8 
10.1 
10.4 
10.8 
11.1 
11.5 
11.8 
12.1 
12.5 
12.  S 
13.1 
13.5 
13.8 
14.1 
14.4 
14.8 
15.1 
15.4 
15.8 
16.1 
16.6 
17.1 
17.6 
18.1 
18.6 
19.1 
19.6 
20.1 
20.6 
21.1 
21.6 
22.1 
22.5 
23.0 
23.5 
24.0 
24.5 
25.0 
25.5 
26.0 

4.7 
5.2 
6.0 
6.5 
7.2 
7.9 
8.6 
9.2 
9.8 
10.5 
10.7 
10.9 
11.2 
11.4 
11.7 
11.9 
12.1 
12.4 
12.6 
12.8 
13.0 
13.2 
13.6 
13.  S 
14.0 
14.2 
14.5 
14.8 
14.9 
15.1 
15.4 
15.6 
15.9 
16.1 
16.3 
16.5 
16.7 
17.0 
17.3 
17.5 
17.7 
17.9 
18.2 
18.4 
18.6 
18.8 
19.2 
19.4 
19.6 
19.8 
20.0 
20.3 
20.5 
20.7 
21.0 
21.2 
21.5 
21.7 
22.0 
22.1 

4.4 
5.0 
5.5 
6.3 
6.7 
7.4 
7.9 
8.6 
9.2 
9.8 
10.0 
10.2 
10.5 
10.7 
10.9 
11.1 
11.3 
11.5 
11.8 
12.0 
12.2 
12.4 
12.  6 
12.8 
13.0 
13.3 
13.5 
13.7 
13.9 
14.2 
14.4 
14.6 
14.8 
15.0 
15.3 
15.5 
15.7 
15.9 
16.1 
16.3 
16.6 
16.8 
17.0 
17.2 
17.4 
17.6 
17.9 
18.1 
18.3 
18.5 
18.7 
19.0 
19.2 
19.4 
19.6 
19.8 
20.0 
20.3 
20.5 
20.7 

4.9 

10  miles 

5.5 

1 5  milps 

6.3 

20  miles 

6.8 

25  miles 

7.6 

30  miles 

8.3 

9.0 

40  miles 

9.7 

45  miles 

10.3 

50  miles 

11.0 

55  miles 

11.3 

60  miles 

11.5 

65  miles 

11.8 

70  miles 

12.0 

75  miles 

12.3 

80  miles 

12.5 

85  miles 

12.7 

90  miles 

13.0 

95  miles 

13.3 

100  miles 

13.5 

105  miles 

13.7 

110  miles 

13.9 

14.3 

120  miles 

14.5 

14.7 

130  miles 

14.9 

15.3 

140  miles 

15.5 

15.7 

150  miles 

15.9 

16.2 

160  miles 

16.4 

16.7 

16.9 

17.2 

180  miles 

17.4 

17.6 

190  miles 

17.9 

18.2 

200  miles       

18.4 

18.6 

220  miles       

18.8 

230  miles 

19.1 

240  miles 

19.4 

250  miles 

19.6 

260  miles 

19.8 

270  miles 

20.2 

280  miles 

20.4 

290  miles 

20.6 

300  miles 

20.8 

310  miles 

21.1 

320  miles 

21.4 

330  miles 

21.6 

340  miles 

21.8 

350  miles 

22.1 

360  miles 

22.3 

370  miles 

22.6 

380  miles 

22.8 

390  miles    

23.1 

23.3 

EXTENSION   OF   GOVERNMENT   CONTROL  OF  RAILROADS.      1735 
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Miles. 

20 

Horses, 
in  dol- 
ars  and 
cents, 
per  36- 
foot  car. 

21 

Emi- 
grant's 
effects 
and 
stock. 

22 

Hard 
coal. 

23 

Soft 
coal. 

24 

Wood, 
fuel, 
saw- 
dust, 
and 
shav- 
ings. 

25 

Lum- 
ber. 

26 

Fence 
posts 
and 

cedar 
ties. 

27 

Ties, 
other 
than 
cedar. 

28 

Wood 
bolts 

In  dollars  and 

cents,  per  ton  of 

2,000  pounds. 

and 
pulp 
wood. 

10.56 
12.10 
13.20 
15.18 
16.28 
17.82 
19.14 
20.90 
22.22 
23.76 
24.20 
24.64 
25.30 
25.96 
26.40 
26.84 
27.28 
27.72 
28.60 
29.04 
29.48 
29.92 
30.58 
31.02 
31.46 
32.12 
32.56 
33.22 
33.66 
34.32 
34.76 
35.42 
35.86 
36.30 
36."96 
37.40 
38.06 
38.50 
38.94 
39.38 
40.26 
40.70 
41.14 
41.58 
42.02 
42.68 
43.34 
43.78 
44.22 
44.66 
45.32 
45.98 
46.42 
46.86 
47.52 
47.96 
48.40 
49.06 
49.50 
50.16 

4.2 

4.6 

4.9 

5.2 

5.6 

5.9 

6.3 

6.7 

6.9 

7.3 

7.6 

8.0 

8.3 

8.7 

9.0 

9.1 

9.3 

9.4 

9.5 

9.6 

9.7 

9.8 

9.9 

10.0 

10.2 

10.3 

10.4 

10.5 

10.6 

10.7 

10.8 

10.9 

11.0 

11.1 

11.1 

11.2 

11.3 

11.4 

11.5 

11.6 

11.7 

11.9 

12.0 

12.1 

12.3 

12.4 

12.5 

12.7 

12.8 

13.0 

13.1 

13.2 

13.4 

13.5 

13.6 

13.8 

13.9 

14.0 

14.2 

14.3 

0.54 
.62 
.63 
.65 
.69 
.70 
.72 
.74 
.75 
.77 
.81 
.83 
.85 
.87 
.89 
.93 
.95 
.97 
.99 
1.01 
1.04 
1.06 
1.07 
1.08 
1.10 
1.11 
1.12 
1.16 
1.17 
1.19 
1.20 
1.22 
1.24 
1.29 
1.31 
1.33 
1.35 
1.37 
1.42 
1.44 
1.48 
1.54 
1.58 
1.63 
1.68 
1.72 
1.78 
1.82 
1.87 
1.92 
1.94 
1.96 
1.99 
2.02 
2.04 
2.06 
2.08 
2.11 
2.13 
2.16 

0.44 

.49 

.51 

.52 

.54 

.57 

.58 

.59 

.61 

.62 

.64 

.65 

.69 

.70 

.72 

.74 

.75 

.77 

.80 

.82 

.83 

.84 

.85 

.86 

.87 

.88 

.92 

.93 

.94 

.95 

.96 

.98 

1.00 

1.01 

1.05 

1.07 

1.09 

1.10 

1.12 

1.16 

1.19 

1.22 

1.28 

1.31 

1.34 

1.37 

1.42 

1.46 

1.49 

1.54 

1.56 

1.57 

1.59 

1.60 

1.63 

1.66 

1.67 

1.69 

1.70 

1.72 

2.0 
2.2 
2.4 
2.6 
2.8 
2.9 
3.0 
3.1 
3.2 
3.3 
3.4 
3.5 
3.6 
3.7 
3.7 
3.8 
3.9 
4.0 
4.1 
4.2 
4.2 
4.3 
4.4 
4.5 
4.5 
4.6 
4.7 
4.8 
4.8 
4.9 
5.0 
5.1 
5.1 
5.2 
5.3 
5.4 
5.4 
6.5 
6.6 
5.7 
5.8 
5.9 
6.0 
6.1 
6.2 
6.3 
6.4 
6.5 
6.6 
6.8 
6.9 
7.0 
7.1 
7.2 
7.3 
7.4 
7.6 
7.6 
7.7 
7.9 

3.0 
3.5 
3.9 
4.2 
4.5 
4.7 
4.9 
5.0 
5.2 
6.3 
6.5 
5.6 
5.7 
6.9 
6.0 
6.1 
6.3 
6.4 
6.5 
6.6 
6.8 
6.9 
7.0 
7.1 
7.2 
7.3 
7.4 
7.5 
7.6 
7.7 
7.8 
8.0 
8.1 
8.2 
8.3 
8.4 
8.5 
8.6 
8.7 
8.8 
9.0 
9.2 
9.3 
9.5 
9.7 
9.8 
10.0 
10.2 
10.3 
10.5 
10.6 
10.8 
11.0 
11.1 
11.3 
11.5 
11.6 
11.8 
12.0 
12.1 

3.0 
3.5 
3.9 
4.2 
4.5 
4.7 
4.9 
5.0 
5.2 
6.3 
6.5 
5.6 
5.7 
6.9 
6.0 
6.1 
6.3 
6.4 
6.5 
6.6 
6.8 
6.9 
7.0 
7.1 
7.2 
7.3 
7.4 
7.5 
7.6 
7.7 
7.8 
8.0 
8.1 
8.2 
8.3 
8.4 
8.5 
8.6 
8.7 
8.8 
9.0 
9.2 
9.3 
9.5 
9.7 
9.8 
10.0 
10.2 
10.3 
10.6 
10.6 
10.8 
11.0 
11.1 
11.3 
11.5 
11.6 
11.8 
12.0 
12.1 

2.2 
2.6 
2.9 
3.1 
3.4 
3.5 
3.7 
3.7 
3.9 
4.0 
4.1 
4.2 
4.3 
4.4 
4.5 
4.6 
4.7 
4.8 
4.9 
4.9 
6.1 
5.2 
5.2 
5.3 
5.4 
5.5 
6.5 
6.6 
6.7 
5.8 
5.8 
6.0 
6.1 
6.1 
6.2 
6.3 
6.4 
6.4 
6.5 
6.6 
6.7 
6.9 
7.0 
7.1 
7.3 
7.3 
7.6 
7.6 
7.7 
7.9 
7.9 
8.1 
8.2 
8.3 
8.5 
8.6 
8.7 
8.8 
9.0 
9.1 

1.7 

1.8 

15  miles     

2.0 

20  miles 

2.2 

2.3 

30  miles 

2.4 

35  miles       

2.6 

40  miles       

2.6 

45  miles    

2.7 

2.8 

2.9 

60  miles 

3.0 

65  miles         

3.0 

70  miles    

3.1 

75  miles    .  . .'. 

3.2 

80  miles 

3.3 

85  miles 

3.3 

90  miles        

3.4 

95  miles 

3.5 

100  miles       

3.5 

105  miles      

3.6 

110  miles 

3.7 

3.7 

3.8 

125  miles 

3.9 

3.9 

135  miles     

4.0 

4.1 

4.1 

4.2 

155  miles 

4.2 

4.3 

165  miles 

4.4 

4.4 

175  miles 

4.5 

4.6 

185  miles 

4.6 

4.7 

195  miles 

4.7 

4.8 

210  miles 

4.9 

5.0 

230  miles 

5.1 

6.2 

250  miles 

5.3 

5.4 

270  miles 

5.5 

5.6 

290  miles 

5.6 

5.7 

310  miles 

5.8 

5.9 

330  miles  

6.0 

6.1 

350  miles 

6.2 

6.3 

6.4 

6.5 

390  miles 

6.6 

6.7 
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Miles. 

29 

Saw  logs 

and 
mining 
timber. 

30 

Brick, 
common. 

31 

Brick 
other 
than 
common, 
stone, 
building 

and 
paving. 

32 

Drain 
tile. 

33 

Rock 
(crushed), 
clav, 
sand, 
gravel, 
cinders, 

and 
manure. 

34 

Lime, 
cement, 
plaster, 

and 
stucco. 

35 

Paper, 

news  or 

print. 

36 
Ice.» 

1.0 
1.1 
1.2 
1.3 
1.4 
1.5 
1.6 
1.7 
1.8 
1.9 
2.1 
2.2 
2.3 
2.4 
2.5 
2.6 
2.7 
2.8 
2.9 
3.0 
3.0 
3.1 
3.2 
3.3 
3.4 
3.4 
3.5 
3.6 
3.7 
3.8 
3.8 
3.9 
4.0 
4.1 
4.2 
4.3 
4.3 
4.4 
4.5 
4.6 
4.7 
4.8 
4.9 
5.0 
5.1 
5.2 
5.3 
5.5 
5.6 
5.7 
5.8 
5.9 
6.0 
6.1 
6.2 
6.3 
6.4 
6.5 
6.7 
6.8 

2.0 
2.2 
2.4 
2.5 
2.6 
2.7 
2.9 
3.0 
3.3 
3.4 
3.6 
3.7 
3.8 
4.0 
4.1 
4.2 
4.4 
4.5 
4.6 
4.7 
4.9 
5.0 
5.1 
5.3 
5.4 
5.5 
5.6 
5.7 
5.8 
5.9 
6.1 
6.2 
6.3 
6.4 
6.5 
6.6 
6.7 
6.8 
6.9 
7.0 
7.2 
7.5 
7.6 
7.8 
8.0 
8.1 
8.3 
8.5 
8.6 
8.8 
9.0 
9.1 
9.3 
9.6 
9.7 
9.9 
10.0 
10.2 
10.4 
10.5 

2.0 
2.2 
2.4 
2.5 
2.6 
2.7 
2.9 
3.0 
3.3 
3.4 
3.6 
3.7 
3.8 
4.0 
4.1 
4.2 
4.4 
4.5 
4.6 
4.7 
4.9 
5.0 
5.1 
5.3 
5.4 
5.5 
5.6 
5.7 
5.8 
5.9 
6.1 
6.2 
6.3 
6.4 
6.5 
6.6 
6.7 
6.8 
6.9 
7.0 
7.2 
7.5 
7.6 
7.8 
8.0 
8.1 
8.3 
8.5 
8.6 
8.8 
9.0 
9.1 
9.3 
9.6 
9.7 
9.9 
10.0 
10.2 
10.4 
10.5 

2.2 
2.4 
2.6 
2.8 
2.9 
3.0 
3.2 
3.3 
3.6 
3.7 
4.0 
4.1 
4.2 
4.4 
4.5 
4.6 
4.8 
5.0 
5.1 
5.2 
5.4 
5.5 
5.6 
5.8 
5.9 
6.1 
6.2 
6.3 
6.4 
6.5 
6.7 
6.8 
6.9 
7.0 
7.2 
7.3 
7.4 
7.5 
7.6 
7.7 
7.9 
8.3 
8.4 
8.6 
8.8 
8.9 
9.1 
9.4 
9.5 
9.7 
9.9 
10.0 
10.2 
10.6 
10.7 
10.9 
11.0 
11.2 
11.4 
11.5 

1.6 
1.7 
1.8 
1.9 
2.0 
2.1 
2.2 
2.3 
2.5 
2.6 
2.7 
2.8 
2.9 
3.0 
3.1 
3.2 
3.4 
3.4 
3.5 
3.6 
3.8 
3.8 
3.9 
4.0 
4.1 
4.2 
4.2 
4.3 
4.4 
4.5 
4.6 
4.7 
4.8 
4.9 
5.0 
5.0 
5.1 
5.2 
5.3 
5.4 
5.5 
5.7 
5.8 
5.9 
6.1 
6.2 
6.3 
6.5 
6.6 
6.7 
6.9 
7.0 
7.1 
7.3 
7.4 
7.5 
7.6 
7.8 
7.9 
8.0 

2.8 
2.9 
3.2 
3.3 
3.5 
3.6 
3.9 
4.0 
4.3 
4.4 
4.7 
4.8 
4.9 
5.3 
5.4 
5.5 
5.8 
6.0 
6.1 
6.2 
6.4 
6.7 
6.8 
6.9 
7.0 
7.1 
7.4 
7.5 
7.6 
7.7 
8.0 
8.2 
8.3 
8.4 
8.5 
8.7 
8.9 
9.0 
9.1 
9.2 
9.5 
9.8 
9.9 
10.2 
10.5 
10.6 
10.9 
11.2 
11.3 
11.6 
11.8 
12.0 
12.3 
12.5 
12.7 
13.0 
13.1 
13.3 
13.7 
13.8 

3.3 
3.8 
4.3 
4.6 
4.9 
5.2 
5.4 
5.5 
5.7 
5.8 
6.0 
6.2 
6.3 
6.5 
6.6 
6.7 
6.9 
7.0 
7.1 
7.3 
7.5 
7.6 
7.7 
7.8 
7.9 
8.0 
8.1 
8.2 
8.4 
8.5 
8.6 
8.8 
8.9 
9.0 
9.1 
9.2 
9.3 
9.5 
9.6 
9.7 
9.9 
10.1 
10.2 
10.4 
10.7 
10.8 
11.0 
11.2 
11.3 
11.5 
11.7 
11.9 
12.1 
12.2 
12.4 
12.6 
12.8 
13.0 
13.2 
13.3 

20  miles 

85  miles                   .  . 

110  miles 

130  miles 

135  miles 

160  miles 

165  miles 

170  miles 

180  miles        

185  miles     

190  miles 

195  miles 

200  miles 

210  miles 

220  miles            .     ... 

230  miles     

240  miles 

250  miles 

260  miles 

270  miles 

2S0  miles        

290  miles 

300  miles 

310  miles 

320  miles 

330  miles 

340  miles 

350  miles 

360  miles 

370  miles 

380  miles 

390  miles 

400  miles 

1  The  charge  for  transporting  ice  for  any  distance  up  to  and  including  40  miles  shall  be  40  cents  per  ton 
of  2,000  pounds. 

11.  Wheat,  flaxseed,  broom-corn  seed,  hemp  seed,  millet  seed,  popcorn,  castor 
beans,  Hungarian  seed,  buckwheatj  buckwheat  flour,  potato  flour,  wheat  flour,  pre- 
pared flour,  and  all  uncooked  grain  or  cereal  products  manufactured  from  whea. 
and  all  articles  taking  wheat  rates  as  shown  in  westeru  trunk  linos  rules  circular  1-J' 
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12.  Corn,  oats,  rye,  barley,  alfalfa  feed,  alfalfa  meal,  bran,  brewers'  grits,  brewerst 
meal,  brewers'  refuse  (dry),  chopped  feed  other  than  wheat  chops,  corn  flour,  corn 
meal,  cottonseed  cake,  cottonseed  hulls,  cottonseed  meal,  gluten  feed,  gluten  meal, 
grain  screenings,  hominy  feed,  kafir  corn,  linseed  cake,  linseed  meal,  middlings, 
shorts,  sorghum  seed,  speltz,  wild  mustard  seed,  oat  groats,  rolled  oats,  oat  dust,  oat 
hulls,  oatmeal,  rolled  rye,  rye  flour,  malt,  pearl  barley,  and  all  uncooked  grain  or 
cereal  products  manufactured"from  corn,  oats,  or  rye,  and  all  articles  taking  corn  rates 
as  shown  in  western  trunk  lines  circular  1-J. 

25.  Lumber.  For  articles  taking  lumber  rates  or  arbitraries  above  see  western 
trunk  Hues  rules  circular  1-J. 

29.  StuU  timber,  lagging,  cribbing,  and  mine  supports  classified  as  follows:  Forest 
products  cut  in  not  over  2d-foot  lengths,  not  hewn  or  sawed  save  transversely— suitable 
for  timbering  underground  excavations  in  mines — excludes  piling,  ties,  dimension 
timbers,  trestle  timbers,  peeled  posts,  fence  posts,  telephone  or  telegraph  poles,  and 
all  other  commodities  specifically  classified  or  rated.  Actual  weight  to  govern  on 
shipments  of  saw  logs.  Any  road  desiring  to  use  estimated  weights  must  submit  to 
the  commission  any  rule  it  is  proposed  to  use. 

31.  Applies  also  on  articles  taking  brick  rates  as  per  western  trunk  lines  rules  circular 
1-J,  ancf  on  creosoted  paving  blocks,  but  does  not  apply  on  glazed,  enameled,  or  bath 
brick.     Stone  rates  do  not  apply  on  stone,  lettered,  figured,  or  polished,  nor  on  marble. 

Special  commodity  rates  on  harness  and  saddlery,  stoves,  fresh  meat,  and  packing- 
house products,  and' the  carload  rates  into  distributing  centers,  will  remain  in  effect 
pending  further  action  by  the  commission. 

Local  and  Joint  Freight  Tariff  Naming  Rates  on  Lignite  Coal  Carloads, 
Minimum  Weights  as  Provided  in  Rule  10  Hereof,  from  Stations  in  North 
Dakota  to  Stations  in  North  Dakota,  South  Dakota,  and  Minnesota. 

[Issued  November  15, 1918.    Takes  effect  November  20, 1918.] 

Participating  carriers. 


Concurrence, 


Carriers. 


Big  Fork  &  International  Falls  Railroad 

Chicago  &  North  Western  Railroad 

Chicago,  Burlington  &  Quincy  Railroad 

Chicago  Great  Western  Railroad 

Chicago,  Milwaukee  &  St.  Paul  Railroad ' 

Chicago,  Rock  Island  &  PaciTic  Railroad 

Chicago,  St.  Paul,  Minneapolis  <fc  Omaha  Railroad 

Duluth  &  Iron  Range  Railroad 

Duluth,  Missahe  &  Northern  Railroad 

Farmers  Grain  &  Shipping  Railroad 

Great  Northern  Railroad 

Illinois  Central  Railroad 

Minneapolis  &  St.  Louis  Railroad 

Minnesota  A  International  Railroad 

Minneapolis,  St.  Paul  &  Sault  Ste.  Marie  Railroad 

Watertown  &  Sioux  Falls  Railroad 

Northern  Pacific  Railroad 


'  Issuing  carrier. 
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B.  F.  &  I.  F.  R.  R Big  Fork  &  International  Falls  Railroad. 

C.  &  N.  W.  R.  R Chicago  &  North  Western  Railroad. 

C.  B.  &  Q.  R.  R Chicago,  Burlington  &  Quincy  Railroad. 

C.  G.  W.  R.  R Chicago  Great  Western  Railroad. 

C.  M.  &  St.  P.  R.  R Chicago,  Milwaukee  &  St.  Paul  Railroad. 

C.  R.  I.  &  P.  R.  R Chicago,  Rock  Island  &  Pacific  Railroad. 

C.  St.  P.  M.  &  O.  R.  R Chicago,  St.  Paul,  Minneapolis  &  Omaha  Raikoad. 

D.  &  I.  R.  R.  R Duluth  &  Iron  Range  Railroad. 

D.  M.  &  N.  R.  R -Duluth,  ]\Ii8sabe  &  Northern  Railroad. 

F.  G.  &  S.  R.  R Farmers  Grain  &  Shipping  Railroad. 

G.  N.  R.  R Great  Northern  Railroad. 

111.  Cent.  R.  R Illinois  Central  Railroad. 

I.  C.  C Interstate  Commerce  Commission. 

Lbs Pounds. 

Minn Minnesota. 

M.  &  St.  L.  R.  R Minneapolis  &  St.  Louis  Railroad. 

M.  &  I.  R.  R Minnesota  &  International  Railroad. 

M.  St.  P.  &  S.  S.  M.  R.  R Minneapolis,  St.  Paul  &  Sault  Ste.  Marie  Railroad. 

N.  D North  Dakota. 

N.  P.  R.  R.  or  Nor.  Pac.  R.  R.. Northern  Pacific  Railroad. 

No Number. 

S.  D South  Dakota. 

W.  &  S.  F.  R.  R Watertown  &  Sioux  Falls  Railroad. 

APPLICATION    OF   RATES. 

Rates  named  herein  will  apply  as  follows: 

Group  1.  Rates. — (a)  For  single  line  hauls  between  points  in  North  Dakota  on 
roads  shown  in  Note  1  below. 

(6)  For  single  line  hauls  from  points  in  North  Dakota  to  points  in  South  Dakota  and 
Minnesota  on  roads  shown  in  Note  1  below. 

Group  2.  Rates. — (c)  For  joint  line  hauls  from  points  in  North  Dakota  on  roads 
shown  m  Note  1  below  to  points  in  North  Dakota,  South  Dakota,  and  Minnesota  on 
roads  shown  in  Note  2  below. 

Rates  based  on  continuous  mileage  via  shortest  available  routes  where  there  are 
track  connections. 

Note  1. — Chicago,  Milwaukee  &  St.  Paul  Railroad;  Farmers  Grain  &  Shipping  Rail- 
road; Great  Northern  Railroad;  Minneapolis,  St.  Paul  &  Sault  Ste.  Marie  Railroad; 
Northern  Pacific  Railroad. 

Note  2. — Big  Fork  &  International  Falls  Railroad;  Chicago  &  North  Western  Rail- 
road; Chicago,  Burlington  &  Quincy  Railroad;  Chicago  Great  Western  Railroad; 
Chicago,  Milwaukee  &  St.  Paul  Railroad;  Chicago,  Rock  Island  &  Pacific  Railroad; 
Chicago,  St.  Paul,  Minneapolis  &  Omaha  Railroad;  Duluth  &  Iron  Range  Railroad; 
Duluth,  Missabe  &  Northern  Railroad;  Farmers  Grain  &  Shipping  Railroad;  Great 
Northern  Railroad;  Illinois  Central  Railroad;  Minneapolis  &  St.  Louis  Railroad; 
Minneapolis,  St.  Paul  &  Sault  Ste.  Marie  Railroad ;  Minnesota  &  International  Railroad ; 
Northern  Pacific  Railroad;  Watertown  &  Sioux  Falls  Railroad. 

RULES   AND  CONDITIONS. 

Rule  No.  5.  Marked  capacity  of  cars. — Minimum  carload  weights  shown  in  this  tariff » 
based  on  the  marked  capacity  of  car  used  will  be  subject  to  the  marked  capacity  of 
car  as  shown  in  I.  C.  C.-R.  E.  R.  No.  75  of  G.  P.  Conard,  agent,  or  subsequent  issues 
thereof. 

Rule  No.  10.  Minimum  ueights. — On  shipments  in  open  cars,  minimum  weight 
will  be  the  marked  capacity  of  the  car,  except  where  cars  are  loaded  to  their  full 
visible  or  space-carrying  capacity,  in  which  case  actual  weight  will  govern. 

On  shipments  in  box  or  stock  cars,  the  minimum  weight  will  be  40,000  pounds, 
except  that  actual  weight  will  govern  in  cases  where  cars  are  loaded  to  their  full 
visible  or  space-carrying  capacity,  and  notation  to  that  effect  is  made  on  waybill. 

Rule  No.  15.  Computing  rates. — Rates  named  in  this  tariff  will  be  computed  on 
basis  of  actual  mileage,  except  that  decimals  .5  or  over  will  be  counted  as  1  mile, 
and  decimals  less  than  .5  will  be  dropped,  distances  to  be  obtained  from  the  following 
distance  tables  (supplements  thereto  or  reissues  thereof). 
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B.  F.  &  I.  F.  R.  R.,  No.  293-C,  N.  P.  R.  R.  I.  C.  C.  No.  6168. 

C.  &  N.  W.  R.  R.,  G.  F.  D.No.  14260,  I.  C.  G.  No.  7332. 

C.  B.  &  Q.  R.  R.,  G.  F.  0.  No.  9000  of  1903,  I.  C.  C.  No.  4074. 
C.  G.  W.  R.  R.,  G.  F.  D.  No.  13393,  I.  C.  C.  No.  4109. 

C.  M.  &  St.  P.  R.  R.,  G.  F.  D.  Nos.  11850-A  and  4000-B,  I.  C.  C.  Nos.  B-3004  and 
B-3307. 
C.  R.  I.  &  P.  R.  R.,  Freight  Tariff  No.  29850,  I."  C.  C.  No.  C-9670. 

C.  St.  P.  M.  &  O.  R.  R.,  G.  F.  D.  No.  4300,  I.  C.  C.  No.  4014. 

D.  &  I.  R.  R.  R.,  G.  F.  D.  No.  222,  I.  C.  C.  No.  227. 

D.  M.  &  N.  R.  R.,  G.  F.  D.  No.  1018-B,  I.  C.  C.  No.  236. 

F.  G.  &  S.  R.  R.,  I.  C.  C.  No.  F-1. 

G.  N.  R.  R.,  G.  F.  O.  No.  400-A,  I.  C.  C.  No.  A-4089. 
III.  Cent.  R.  R.,  Tariff  No.  13131-A,  I.  0.  C.  No.  A-9042. 
M.  &  St.  L.  R.  R.,  G.  F.  O.  No.  1800-B,  I.  C.  C.  No.  1984. 
M.  &  I.  R.  R.,  No.  1060-0,  N.  P.  R.  R.  I.  C.  C.  No.  6168. 

M.  St.  P.  &  S.  S.  M.  R.  R.,  Circular  No.  800,  I.  C.  C.  No.  3592. 

N.  P.  R.  R.,  No.  1500-D,  I.  C.  C.  No.  6168. 

W.  &  S.  F.  R.  R.,  G.  F.  O.  No.  3157,  I.  C.  C.  No.  12. 

Rule  No.  20.  Terminal  and  other  charges. — Shipments  made  at  rates  named  herein 
are  subject  to  the  terminal  and  other  charges,  pri-vileges,  and  allowances,  provided 
by  tariffs  of  individual  roads  parties  hereto  and  lawfully  on  file  with  the  Interstate 
Commerce  Commission. 

Rates. 


1  Rates  In  cents  per 

1  Rates  in 

cents  per 

ton  of  2,000  lbs. 

Distance 
(see  rule  15). 

ton  of  2,000  lbs. 

Distance 
(see  rule  15). 

Group  1. 

Group  2. 

Group  1. 

Group  2. 

See  "Ap 
of  rates 

plication 

See  "Application 

"  above. 

of  rates 

'  above. 

30  miles  and  less 

50 
50 

60 
70 

370  miles  and  over  360  miles. . . 
380  miles  and  over  370  miles . . . 

180 
180 

190 

40  miles  and  over  30  miles 

190 

50  miles  and  over  40  miles 

60 

80 

390  miles  and  over  380  miles. . . 

180 

190 

60  miles  and  over  50  miles 

60 

80 

400  miles  and  over  390  miles. . . 

180 

190 

70  miles  and  over  60  miles 

60 

80 

410  miles  and  over  400  miles . . . 

190 

200 

80  nules  and  over  70  miles 

70 

90 

420  miles  and  over  410  miles . . . 

190 

200 

90  miles  and  over  80  miles 

80 

90 

430  miles  and  over  420  miles . . . 

190 

200 

100  miles  and  over  90  miles 

80 

100 

440  miles  and  over  430  miles... 

200 

210 

110  miles  and  over  100  miles. . . 

80 

100 

450  miles  and  over  440  miles . . . 

200 

210 

120  miles  and  over  110  miles . . . 

90 

100 

460  miles  and  over  450  miles . . . 

200 

210 

130  miles  and  over  120  miles . . . 

90 

100 

470  miles  and  over  460  miles . . . 

210 

220 

140  miles  and  over  130  miles . . . 

90 

110 

480  miles  and  over  470  miles . . . 

210 

220 

150  miles  and  over  140  miles . . . 

100 

110 

490  miles  and  over  480  miles . . . 

210 

220 

160  miles  and  over  150  miles . . . 

100 

110 

500  miles  and  over  490  miles. . . 

220 

230 

170  miles  and  over  160  miles. . . 

100 

120 

510  miles  and  over  500  miles . . . 

220 

230 

180  miles  and  over  170  miles . . . 

110 

130 

520  miles  and  over  510  imles . . . 

220 

240 

190  miles  and  over  180  miles . . . 

110 

130 

530  miles  and  over  520  miles . . . 

230 

250 

200  miles  and  over  190  miles. . . 

110 

140 

540  miles  and  over  530  miles . . . 

230 

250 

210  miles  and  over  200  miles . . . 

120 

140 

550  miles  and  over  540  miles . . . 

240 

250 

220  riiiles  and  over  210  miles . . . 

120 

140 

560  miles  and  over  550  miles. . . 

250 

260 

230  miles  and  over  220  miles . . . 

130 

150 

570  miles  and  over  560  miles. . . 

250 

260 

240  miles  and  over  230  miles . . . 

130 

150 

580  miles  and  over  570  miles . . . 

250 

260 

250  miles  and  over  240  miles . . . 

140 

150 

590  miles  and  over  580  miles . . . 

250 

260 

260  miles  and  over  250  miles . . . 

140 

160 

600  miles  and  over  590  miles.. . 

260 

270 

270  miles  and  over  260  miles . . . 

140 

160 

610  miles  and  over  600  miles.. . 

260 

270 

280  miles  and  over  270  miles. . . 

150 

160 

620  miles  and  over  610  miles . . . 

260 

270 

290  miles  and  over  280  miles . . . 

150 

170 

630  miles  and  over  620  miles... 

260 

270 

300  miles  and  over  290  miles . . . 

150 

170 

640  miles  and  over  630  miles. . . 

260 

270 

310  miles  and  over  300  miles . . . 

160 

170 

650  miles  and  over  640  miles. . . 

260 

270 

320  miles  and  over  310  miles. . . 

160 

170 

660  miles  and  over  650  miles. . . 

270 

280 

330  miles  and  over  320  miles . . . 

160 

180 

670  miles  and  over  660  miles. . . 

270 

280 

340  miles  and  over  330  miles . . . 

170 

180 

680  miles  and  over  670  miles. . . 

270 

280 

350  miles  and  over  340  miles . . . 

170 

180 

690  miles  and  over  680  miles. . . 

270 

280 

360  miles  and  over  350  miles. . . 

170 

180 

700  miles  and  over  690  miles . . . 

270 

280 

>  Reduction. 


1740       EXTENSION   OF   GOVERNMENT   CONTROL   OF  RAILROADS. 

OPERATING  INCOME  OP  CLASS  I  RAILROADS — STATEMENT  SUBMITTED  TO  THE  CHAIR- 
MAN OP  THE  COMMITTEE  ON  INTERSTATE  COMMERCE  SHOWING  A  COMPARATIVE 
STATEMENT  OF  OPERATING  REVENUE  OP  CLASS  I  ROADS  FOR  THE  POUR  MONTHS' 
PERIOD    ENDED   APRIL  30,    I91S. 

Comparative  statement  of  operating  income  of  Class  I  roads  for  the  four  months  ended  Apr . 

30,  1918. 


Item. 

1918 

1917 

Increase. 

Decrease. 

OPEEATING  REVENUES. 

Freight . .             

$910,519,658 

274.345,587 

18,070,433 

36,929,400 

34,979,059 

35, SI  4,382 

1,762,471 

526,492 

$852,117,270 

231,218,002 

20,731,859 

32,581,990 

35,121,361 

30,224,297 

1,301,804 

484,426 

$58,402,388 
43,127,585 

Mail 

82,661,426 

4,347,410 

142,302 

Incidental      

4,990,085 
460,667 

Joint  facility — Cr 

Joint  facility — Dr 

42,066 

Railway  operating  revenues 

1,311,294.498 

1,202,812,157 

108,482,341 

OPERATING  EXPENSES. 

Maintenance  of  way  and  structures 

170,254,157 

280,3S1.1S6 

18,245,936 

582,873,224 

11,709,298 

33,780,314 

1,800,949 

136,297,649 

212,974,265 

21,172,113 

479,478,734 

10, 508,  .559 

30,821,059 

2,208,660 

33,956,508 
67,406,921 

Maintenance  of  equipment 

Traffic 

2,928,177 

Transportation 

112,394,490 

1,200,739 

2,959,255 

407,711 

General 

Transportation  for  inv. — Cr 

Railway  operating  expenses 

1,095.443,166 

880,043,719 

215,399,447 

215,851,332 

322,768,438 

106,917,106 

59,414,701 
207,712 

55,9.52,262 
200,382 

3,462,439 
7,340 

Uncollectible  railway  revenues 

156,228,919 

266,615,804 

110,386,885 

Eqiiipmcnt  rents 

>  8,305,846 
1  4,468,348 

>  8,940,027 
1  4,320,240 

634, iSl 

Joint  facility  rents 

148,108 

Net  operating  income 

143,454,725 

253,355,537 

109,900,812 

Ratio  of  operating  expenses  to  operating  rev- 

83.53 
232,951.05 

73.17 
231,844.60 

1  Debit  item. 
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Statement  of  mileage,  capitalization,  income,  and  other  data  relating  to  steam  roads  in  the 
tlnited  States,  years  ended  June  SO,  1900  to  1916. 

[Compiled  from  annual  reports  made  to  the  Interstate  Commerce  Commission.    Switclung  and  terminal 

companies  excluded  after  1907.] 


Year 
ended 
June 

Miles 
of  road 
owned 

in 
United 
States. 

Miles  of 

road  in 

receivers' 

hands. 

(A) 

Amount  of 
funded  debt. 

(A) 

Amount  of 
stock  out- 
standing. 

Amount  of 
intere.n  on 
fimded  debt. 

Amount  of 
dixideuds. 

Per- 
cent- 
age of 
stock 
yield- 
ing 
divi- 
dends. 

Average 

rate  of 

dividends 

for  roads 

30. 

Own- 
ed. 

Oper- 
ated. 

paymg 

di\'i- 

dends. 

1900. . 
1901 .  . 
1902. . 
1903.. 
1904.. 
1905.. 
1906.  . 
1907.. 
1908.  . 
1909.. 
1910.. 
1911.. 
1912.. 
1913.. 
1914.. 
1914.. 
1916.. 

193,346 
197,237 
202,472 
207,977 
213,904 
218,101 
224,363 
229,951 
233,468 
236, 834 
240, 293 
243,979 
246,777 
249, 777 
252, 105 
253,789 
254, 251 

3,640 

2,029 

1,162 

870 

1,022 

775 

3,243 

3,210 

8,208 

9,152 

4,765 

4,354 

8,357 

13,335 

15,160 

23, 834 

30, 706 

4,178 
2,497 
1,475 
1, 185 
1,323 
796 
3,971 
3,926 
9,529 
10, 530 
5,257 
4,593 
9,786 
16,286 
18,608 
30, 223 
37,353 

.55,645,455, 367 
5,681,580,887 
6,109,981,669 
6,444,431,226 
6,873,225,350 
7,2.50,701,070 
7,766,661,385 
8,725,284,992 
8,897,992,216 
9,380,119,114 
9,763,696,861 
10,074,545,054 
10,436,898,200 
10,428,543,119 
10,746,868,639 
11,084,574,576 
10,938,086,453 

$5,845,579,593 
5,806,566,204 
6,024,201,295 
6,155,559,032 
6,339,899,329 
6,554,557,051 
6,803,760,093 
7,356,861,691 
7,300,739,273 
7,612,411,226 
8,010,730,010 
8,363,275,892 
8,552,447,276 
8,599,992,854 
8,6.54,215,242 
8,635,319,368 
8,743,106,639 

$2.52,949,616 
262,094,838 
274,421,855 
283,953,124 
297,674,738 
310,631,802 
322,555,934 
344,242,617 
368,295,579 
382,675,101 
399,582,056 
410,326,852 
429, 026, 729 
(B)  434, 752, 760 
(B)  439,879,894 
464,186,021 
474,534,514 

$139,597,972 
156,734,784 
185,391,655 
196,728,176 
221,941,049 
237,964,482 
272,795,974 
308,088,627 
390,695,351 
321,071,626 
405,771,416 
460,195,376 
400,315,313 
369,077,546 
451,653,346 
328,477,938 
342,109,396 

45.66 
51.27 
55.  40 
56.06 
57.47 
62.84 
66.54 
67.27 
65.69 
64.01 
66.71 
67.65 
64.73 
66.14 
64.39 
60.45 
60.38 

Per  cent. 
5.23 
5.26 
6.55 
5.70 
6.09 
5.78 
6.03 
6.23 
8.07 
6.53 
7.50 
8.03 
7.17 
6.37 
7.97 
6.29 
6.48 

Year 

ended 

June 

30. 

Operating 
revenues. 

Operating 
expenses. 

Taxes. 

Operating 
income. 

(D) 

Surplus  at 

close  of 

year. 

(C) 

Book  cost  of 
property. 

(C) 

Per  cent 
of  railway 
operating 
income  to 
book  cost 
of  property. 

1900. . 
1901 . . 
1902.. 
1903.. 
1904.. 
1905.. 
1906.. 
1907.. 
1908.. 
1909.. 
1910.. 
1911.. 
1912.. 
1913.. 
1914.. 
1915.. 
1916.. 

$1,487,044,814 
1,588,526,037 
1,  726,  .380, 267 
1,900,846,907 
1,975,174,091 
2,082,482,406 
2, 325, 765, 167 
2,589,105,578 
2, 440, 638, 832 
2, 473, 205, 301 
2,812,141,575 
2,852,854,721 
2,906,415,869 
3,208,647,370 
3, 126,  .520, 234 
2,953,193,202 
3,472,641,941 

$961, 428,  .511 
1,030,397,270 
1,116,248,747 
1,257,  .538;  852 
1,338,896,253 
1,. 390, 602, 1.52 
1,536,877,271 
1,748,515,814 
1,710,401,791 
1,6.50,034,204 
1,881,879,118 
1,976,331,864 
2,035,057,529 
2,219,277,937 
2,  279, 408, 486 
2, 088, 682, 956 
2,277,202,278 

$48,  ,332, 273 

50, 944, 372 

54, 465, 437 

57,849,569 

61,696,354 

63,474,679 

74,785,615 

80, 312, 375 

84, 555, 146 

90,  .529, 014 

103, 795, 701 

108,309,512 

120, 091,. 5.34 

127,331,960 

140,  .531, 575 

1.39,298,167 

151,. 599, 841 

$477,284,0.30 
507,184,395 
5.55,666,083 
585,458,486 
574,581,484 
628, 405, 575 
714,102,281 
760,277,389 
64.5,681,895 
732,642,083 
826, 466, 756 
768, 21 3,  .345 
751,266,806 
831,343,282 
705, 883, 489 
728,212,079 
1,043,839,822 

$271, 929,  .372 

3.52,721,291 

433,913,787 

522, 857, 435 

551,478,629 

594,517,061 

6.36,391,319 

749,8.36,041 

74.5,  .504, 337 

800,642,923 

1,371,107,759 

1,541,991,1.52 

1,58.3,032,0.34 

1,767,320,318 

1,648,  .596,  111 

1,5.56,787,176 

1,93.5,019,191 

$10,263,313,400 
10,405,095,085 
10,6.58,321,376 
10,973,504,903 
11,511,537,131 
11,951,348,949 
12,420,287,938 
13,0.30,344,328 
13,213,766,540 
13,609,183,515 
14,  .557, 816, 099 
1.5,612,378,845 
16,004,744,966 
16,588,603,109 
17,153,785,568 
17,437,666,690 
17,684,736,585 

4.52 
4.69 
5.02 
5.19 
4.83 
5.10 
5.58 
5.61 
4.89 
5.38 
5.68 
4.92 
4.69 
5.01 
4.12 
4.18 
5.90 

(A)  Figures  for  years  1900  to  1907  include  nominally  outstanding  securities  lield  by  or  for  the  company; 
those  for  subsequent  years  include  only  the  OrCtually  outstanding  securities. 

(B)  In  1913  and  1914  the  figures  for  Interest  do  not  include  the  small  companies  having  operating  reve- 
nues of  less  than  S10f),000. 

(C)  Figiires  for  years  1900  to  1907  taken  from  the  Interstate  Commerce  Commission's  thirty-first  annual 
report  to  Congress  (1917),  p.  36.    Subsequent  figures  are  from  the  thirty-second  annual  report  (1918),  p.  80. 

(D)  The  large  increase  in  surplus  in  1910  is  in  part  due  to  a  new  balance-sheet  classification.    Figures 
/or  years  1911  to  1914  exclude  small  companies  with  operating  revenues  of  less  than  $100,000. 
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capital  account  as  of  November  10,  1918,  Chiss  I  railroads   ( Thorn )__  449. 

4."0.  4ol,  4."  J 

Average  haul.  United  States  and  foreign  countries  (Thorne) 012 

Ilache,  Jules  S.,  plan  of,  for  solution  of  the  railroad  problem 1091^ 

Back  pay.     (.See  Wages.) 

I'anking  interests,  control  of,  over  weak  lines   (Rich) 727 

Bankruptcy : 

General  Order  No,  28  cause  of  many  tirms  going  into  (Cotterill) 104S 

Weak  lines  under  present  sy.stem  have  been  going  into  ( Woolley) 420 

Basis  of  rates,  mile  for  mile  plus  terminal  cost  (Woolley) 398,399 

Benton,  John  E..  letter  from,  to  Charles  E.  Elmquist  on  question  of  legis- 
lative conditions  in  New  En.gland  (Elmquist) 7."v2.  7.'>4 

Bledsoe,  S.  T.,  pamphlet  prepared  by,  entitled  "  Contlict  of  Law  in  Regula- 
tion of  Securities,  Capitalization,  Rates,  ami  Incidental  Matters " 
(Thcmi) 537,  .">51 

Board  of  conciliation,  wages  to  be  determined  by  (Wartield) 810, 1148 

Bonded  indebtedness  of  roads  under  Federal  control  (Woolley) 382,  417 

Bonds : 

Demand    for,    has    decreased    as    rates    of    interest    have    increased 

(Cuyler) 3*2 

Government,  guarantees  on  (Rich) 721 

Issuance  of,  by  railroads  for  past  seven  or  eight  years  has  been  large 

(Rich) 719 

Large  amount  of  railroad,  are  long-term  (Thorn) oOl 

Market  quotations  not  an  accurate  guide  to  value  of  railroad  prop- 
erty   (Clark) 303 

IVIore  than  GO  per  cent  of  outstanding  securities  are  (Thorn) .101 

Not  necessary  where  Director  Cciieral  party  defendant  (Thorne) 035 

Railroail  directors  shoidd  determine  price  of  (Rich) 729 

liailroad,  value  of,  comi)ared  with  other  bonds  (Clark) 251 

Reducdon  in  market  value  (Marsh) 1263 

Bridges : 

Built  with  a  view  as  to  motive  power  (Clark) 365 

Strength  of.  not  sufficient  to  haul  large  cars  on  most  roads   (Krutt- 

schnitt) 584 

British  Government.      (Sec  Great  Britain.) 

Budget  : 

Roads  ejititled  to  a,  sutlicient  to  maintain  property  (Cuyler) 335 

To  1)0  tixed  by  governmental  body   (Cuyler) 3.35 

launching  trains,  practice  of,  wasteful  competition  (McAdoo) 16 

BuMU,  Charles  W,,  statement  of 1123 

Burden  : 

('arriers  niu.st  bear,  not  the  Government  (Thom) 453 

Inequalities  of,  between  States  (Thom) 499 

I'nfair  and  unecpial  distribution  of.  created  by  States  (Thom) 499 

Burden  of  cost,  (Joverument  should  bear  part  of,  in  purchasing  equip- 
ment   (Thom) -130 

I5ureau  of  Railway  News  and  Statistics,  bulletin  of,  in  favor  of  private 

ownership    (Finn) 779 

Bun-,  R.  Hudson,  statement  of 810 

Business,  terms  on  which  conducted,  controlled  by  rates  (Thom) 509 

Cabinet  olticer.      {Sec  Secri'tary  of  Transportation.) 

Cantonments,  constriiction  of    (Kruttschnitt ) 557 

Cape  ('od  Canal  : 

Taken  under  Federal  control  July  25.  1918  (MiAdoo) 27 

Utilization  of,  tor  transportatit)n  of  coal  to  New  England  (McAdoo)  11 
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Capital :  Page. 

Amount  in  hands  of  public   (Warfield) 789 

Comparative,  per  mile,  ITnited  States,  United  Kingdom,  France,  and 

Germany,  memorandum  of  IVIr.  Kruttschnitt 701 

Has  to  be  attracted  into  railroad  activities  (Tlioin) 482 

No  lonyer  available  for  investment  in  railroad  activities  (Thom) 482 

Solution    of    railroad    problem    must    be    just    to    the    interests    of 

(Plumb) 987 

What  attracts  and  what  repels,  matter  to  be  considered  (Thom) 494 

Capital  account : 

Expenditures  charji-ed   to    (Thom) 437 

Expenditures   for    (McAdoo) 19 

Money  chai-ged  to,  not  all  expended  (Thom) 453 

Capital  charge : 

Ajuount  guaranteed   as    (Clark) 276 

People  of  the  country  should  be  relieved  of  excess  (Rich) 733 

Reduction    of    (Clark) J 278 

Reduction   of,   necessary   to   furnish   transportation   at   lowest   cost 

(Garretsou) 1089 

Capital    indebtedness,    extension    of    Government    control    will    increase 

(Thom) 453 

Capital,  private: 

Can  not  be  induced  to  invest  unless  assured  of  security  and  proper 

returns    (Clark) 237 

New  field  for  investment  of,  by  removing  competition  between  rail 

and  \^'ater  carriers   (WooUey) 391 

Capital  stock: 

Eastern  roads,  year  ending  June  30,  1917  (Thorne) 616 

Roads  under  Federal  control   (Woolley) 382,  417 

Capitalization : 

American  roads  much  less  than  European  roads  (Kruttschnitt) 574 

Amount  of,  represented  by  securities  (Warfield) 789 

Amount  stated  for  all  railroads  (Marsh) 1276 

Compared  with  book  value  (Clark) 277 

Conflict  of  law  in  regulation  of,  pamphlet  prepared  by  S.  T.  Bledsoe 

(Thom) 537,  551 

Congress  should  eliminate  unfair   (Marsh) 1265 

Data  relating  to  steam  roads,  years  ended  June  30,  1900  to  1916 1741 

Guarantee  should  not  be  on  liasis  of  existing  (Hines) 938,  939 

Important  to  obtain  basis  which  has  public  approval  (Hines) 965 

New  York  Central  Railroad    (Thom) 502 

Peinisylvania  Railroad  Co.    (Thom) 502 

Problem   of   overcapitalization    CMcAdoo) 42 

Should  be  based  on  valuation  of  property  (Hines) 957 

Supervision  of.  bv  commission  will  require  new  subdivision  of  com- 
mission    (Clark) _— —       -  346 

Suspicion  of  overcapitalization  negatives  propriety  of  given  level  of 
operating  income  (Hines) 900,  902,  923 

Car  miles:                                                            ,    /,r   »  ,     ^  ia 

Loaded  decreased  under  Federal  control   (McAdoo) 14 

Saving  of,  bv  introduction  of  coal-zone  plan  (McAdoo) 11 

Car  shortage,  fail  of  1916  and  1917  (McAdoo)- 4  5 

Carload,  average,  increased  under  Federal  control  (McAdoo) 14 

Cirload   freight,  cost  of  handling,  at  terminals  (Woolley) 393 

Carriers,  no  limit  to  powers  of  President  over  destinies  of  (Thom) 4o6 

Ca  rs  ■ 

Abolition  of  per  diem  charges  for  use  of  (Clark) ___ 365 

Allotted  to  the  S.  P.  Co.  l)y  the  director  general  not  needed   (Krutt- 

\mount  of'money  "expended  for  new,  by  Government  (Cuyler) 319 

\verage  capacity  of,  in  England  (Kruttschnitt) 583 

Chart  showing  car  idleness  compared  with  car  shortage  for  10  years, 

1907-1916   ( Kruttschnitt) 581 

Crnstruction  of,  in  S.  P.  shops,  as  compared  with  construction  of  Gov- 

ei-nment  cars  in  contract  shops   (Kruttschnitt) 572,573 

Cost  of   (Kruttschnitt) 571 

Cubic  capacity  of,  made  by  S.  P.  Co.   (Kruttschnitt) o8o 
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Cars — Continued. 

Freight—  ^a^e. 

Common  use  of,  as  an  economy  (McAdoo) 11 

Daily  movement  of  freiglit,  for  various  countries  (Todd) 1342 

Number  ordered  and  undelivered   (Kruttschnitt) o5S 

Percentage  in  shop  or  awaiting  shopping   (Kruttschnitt) 55& 

Mobilization  of.  under  private  management    v.  unified  control    (Mc- 

Adoo) 39 

Necessities  of  country  better  met   if  all  owned  by  one  corporation 

(Clark) I :Mr> 

Number — 

Accumulated   on   account   of   congestion,   January   1,    1918    ( Mc- 

Adoo) 4 

Built  monthly   (Clark) 26> 

Delivered    (Kruttschnitt) oSl! 

Delivered  to  S.  P.  Co.  (Kruttschnitt) rS(; 

Possible  to  build  in  S.  P.  shops  (Kruttschnitt) .~>9_' 

Ordered  by  Government  ((,'uyler) 31'.i 

Ordered  by  Government  could  not  be  used  by  the  Atchison  (CuyUr)_       3T.> 

Standardization  of  (McAdoo) 27, 'js 

For  all  roads  not  practical  (Cuyler) 81!> 

Not  necessary  (Fulbriglit) 694 

Plans  for,  made  by  Raili-oad  Administration   (Kruttschnitt) r>82 

Would  cause  stagnation  in  imi)n)vement   (Kruttschnitt) .■i8:> 

Standing  idle  on  account  of  Government  placing  larire  orders  ( Cuy- 
ler) _^^ 3i;t 

Statement  by  railroads  as  to  surplusage  of   (Finn) 7S1 

Statement  of  monthly  cmtput  of,  1918,  compared  with  1917  (Clark) __       20:^ 

Tight,  required  for  grain,  to  prevent  leakage  (Kellogg) ;i8  I 

Cases  before  the  commis.sion,  time  consumed  (Clark) 2."2 

Cashman  Act,  Minnesota  State  rates  (Bunn) 1132,1333 

Catchings,  Benjamin,  pai>er  of,  on  railway  problem  submitted 1400-1430 

Centi-alization  of  authority  and  evils  of  (Salmon) 1432,14.38 

Centralized  control  brought  about  at  time  when  roads  were  disabled  (Gar- 

retson) 10(>n 

Charter: 

Elimination  of  State  and  substitution  of  Federal   (Cuyler) .327 

Exercise  right  of  eminent  dcmiain  over  roads  having  State  charters 

and  foi'ce  adoi)tion  of  FtMleral   (Clark) . 2  17 

Necessity  for  Federal  charter  if  c<tn.solidati(m  compelled   (Hlnes) 94!i 

Power  of  Congress  to  compel  carriers  to  consolidate  where  protected 

l)y  State   (Hines) 949 

Chesapeake  &  Ohio  Canal,  barges  operated  on  and  cost  of  tolls  assumed 

(McAdoo) .^ 2.-).  2t; 

Chicago,  Rock  Island  &  Pacific  Railway  Co..  investigation  into  financial 

transactions  of  (Todd) 13""i 

Cincinnati,  Ohio,  terminal  facilities  (Mc.\doo) 32,  .34 

Circuitous  routes.      {See  (ilsn  Routes.) 

Elimination  of    CMcAdoo) 11,12,1:'. 

Should  be  continued  under  peace  conditions — 

:\IcAdoo in 

Kruttschnitt .Wo 

Civilian   Inconveniences    (Mc.Vdoo) 27,  2S 

Claims.     (See  also  Loss  and  damage  claims.) 

Accunuilation  greater  under  Railroad  Administration  (Thonx') G40,  G41 

Loss    and    damage,    on    grain,    revision    of    General    Oi-der    No.    ."7 

(Hines) 8.54,  862,807 

I'rovisions    for,    in     contracts    for    lo.sses    incurred    bv     railroads 

(Thorn) 442-i4.3 

Clark,  Edgar  E.,  statement  of 231,  33J) 

Class  rates : 

Mileage  scale  proposed  l_)y  Railroad  Administration   (Tliorue) n.")3.  6.58 

Uniform  mileage,  not  desirable  (Burr) 821 

Classification : 

Consolidated,  would  olTect  many  changes  without  hearing  (Tlinnie)_       662 
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Classification — Continued. 

IMaintenance   of   iniifonn,   slioiild   be   continued   under   peace   condi- 
tions— ^^^«- 

McAdoo 15 

Kruttschnitt 562 

Proposal  to  consolidate  and  unify  various,  submitted  to  Interstate 

Commerce  Connnission  (Hines) 860 

Uniform  ratings,  not  desirable   (Burr) — _ 820 

Clayton  Act : 

Should  be  extended  to  permit   mergers  under  jurisdiction   of  com- 
mission   (Clark) 243 

Terms    of,    should    be    extended    to    common    carrier    corporations 

(Chirk) 236 

Coal: 

t]conomy  in  use  of   (iMcAdoo) 21 

Increased  cost  of  (IMcAdoo) 21 

Increased  tonnage  carried  (JNIcAdoo) 9 

^Method  of  handling  in  need  of  readjustment  (Woolley) 392 

Coal-zone  plan,  introduction  of,  in  cooperation  with  Fuel  Administra- 
tion   (McAdoo) 11 

Coastwise  ships,  vessels  of  Clyde,  Mallory,  Southern  S.  S.  Co.  and  M.  & 

M.  T.  Co.  taken  over  and  returned  (McAdoo) 26 

Coastwise  traffic,  water-borne,  during  Government  control  thrown  onto 

railroads  (Thorn) 468 

Combination.     (See  Consolidation.) 
Connnerce : 

Congress  only  body  that  can  regulate    (Thom) 472 

Nation's  part  in  future  of  world  important  (McAdoo) 42 

Unconstitutional  to  confer  upon  President  power  to  regulate  (Thom)_       472 

Commerce  clause,  broadest  power  Federal  Government  has   (Clark) 246 

Commercial   bodies,    special   privileges   accorded   under   private   control 

(Garretson) lOSO 

Commercial  conditions : 

Equalization  of,  should  be  permanently  taken  out  of  the  hands  of 

the  railroads  (Woolley) :-7—       ^^^ 

Government    should    announce    a    policy    of    its    own    in    equalizing 

Woolley) 383 

Commercial  development  has  been  dictated  by  railroads   (Woolley) 383 

Commercial  minimum,  trade  has  adjusted  itself  to  (Clark) 367 

Commercial  units,  shippers  desiring  smaller  carloads  known  as  (Krutt- 
schnitt)        579 

Commission  : 

Can  not  effectively  administer  a  great  industry  like  the  railroad  in- 
dustry   (McAdoo) 87 

Federal  and  State,  wherever  conflictions  between.  Federal  Govern- 
ment must  control   (Rich) '''07 

Requirements  of  business  lost  sight  of  by   (Thom) 505 

Conunissioners,    subsidiarv,    located    in    different    parts    of    the    country 

(Clark) 349 

Commodities,  basis  of  rates  for  different  (Woolley) 397 

Connnodity  rates,  elimination  of,  on  oil,  and  substitution  of  class  rate 

(Thorne) 663 

Common  carrier.  Congress  has  power  to  charter  (Thom) 520,521 

Connnon-cari-ier  corporations,  terms  of  Clayton  Act  should  be  extended 

to  include  (Clark) 236 

Conunon-user  clause,  San  Francisco,  under  new  charter,  should  grant  no 

franchise  to  any  road  without   (Kruttschnitt) 589 

Communities : 

Equal  cimsideration  should  be  given  all  (Woolley) 396 

Operation  at  developed  and  sparsely  settled    (Woolley) 403-404 

Rate  structure  has  artificially  built  up  some  and  retarded  growth  of 

other    (Woolley) 395 

Commutation    rates,    letter    from    Massachusetts    Commission    to    Judge 

IM'outy  on  questicm  of  change  in  (p]lniquist) 751 

Comparative  freight  rates  and  comparative  capital  per  mile — United 
States,  United  Kingdom,  France,  and  Germany,  memorandum  to  Mr. 
Kruttschnitt   '^01 
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Comparative  rates,  memorandum  on,  and  comparative  capital  per  mile  be-    Page. 

tween  United  States  and  foreign  countries  (Kruttschnitt) 1524,1526 

Comparison  of  rates.  United  States  versus  foreign  countries  (Thorne) 609,613 

Compensation : 

Amount  paid  carriers  under  control  December  31,  1918  (Hines) 948,949 

Basis  of,  should  be  same  during  expended  period  (McAdoo) 55 

Few  contracts  for,  perfected  (Clark) 234 

Issue  of,  under  Government  control  (Thom) 462 

Method  of  determining,  for  industrial  tracks  and  railroads  (Houck)_     1729 

No  provision  for,  in  contract,  for  loss  of  business  (Thom) 461 

Present,  as  guaranty  not  satisfactt)ry   (Hines) 971 

Regulating  tribunal  to  determine,  for  use  of  property  (Clark) 237 

Should  be  paid  out  of  the  Treasury  and  not  extorted  from  shippers 

(Clark) 285 

Competing  lines : 

Consolidation  of,  forbidden  l)y  more  tlian  30  States  (Thom) 517 

If  one  road  can  carry  all  traffic  other  road  not  necessary  (Cuyler)__       321 

Inequalities  in  return  on  investment  (Cuyler) 321,322 

Percentage  of  return  on  successful  road  higher  than  its  competitor 

has  tendency  to  reduce  rate   (Cuyler) 321 

Competition  : 

Between  carriers  results  in  waste   (Finn) 763 

Between  competing  lines  should  be  retained — 

Cuyler 320 

Thom 527 

Rich 737 

Caused  unnecessary  use  of  locomotive  power  through  duplication  of 

train  service   (McAdoo) 38 

Central  control  prevented  by  (McAdoo) 4 

Destruction  of,  by  consolidations  would  be  a  calamity  (Cowan) 1299, 130& 

Distinction    between    "  competition    of    service "    and    competition 

(Clark) 254 

Elimination  of: 

In  rates  and  service   (McAdoo) 85.86 

By  (lovei'ument  ojiei'ation   (Cowan) 1294 

Extent  of,  between  competing  lines  (Tliom) 527 

Importance  of,  between  railways.     Paper  of  Edward  Dudley  Kenna. 

submitted  by  Senator  Underwood 1390, 1397 

In  service  should  not  be  destroyed  (Willard) 1212, 1218 

Necessity  for   (Prince) 1375 

Never  more  bitter  than  when  pooling  was  permitted  (Kruttschnitt) —       588 

No  necessity  for,  wheie  there  Is  proper  regidation  (Clarlc) 244 

None  in  rates  (Amster) 1168,1182 

Rail  and  water  carrier,  can  be  eliminated  in  no  other  way  than  by 

liaving  a  unitled  system  (Woolley) 391 

K(>asoii:ible  and  regulated  (I'JIiott) 12.59 

Regulated,  should  continue   (Elliott) 1255 

Regulation  of,  has  weakened  railroads  (Elliott) 1254 

R(>m(»val  of.  between  water  and  rail  carriers,  will  create  new  field  for 

investment  of  private  capital  in  vessel  building  (Woolley) 391 

Removal  of,  effect  upon  employees  (Burr) 819 

Restoration  of   (Fulbrlght) 675,679,681 

Seltish  interest  under  private  control   (McAdoo) 113 

Should  be  pre.served  between  competitive  points  (Kruttschnitt) 58S 

State   should    not    be   permitted    to    discriminate    against    interstate 

connnerce  in  cases  of  (Cowan) 1302 

Unnecessary,  causes  waste  in  transportation  (Amster) 1168,1174,1182 

Wasteful,  reforms  relative  to,  should  be  continued  under  peace  condi- 
tions (McAdoo) 16 

Water  versus  carrier  (Woolley) 426 

Water,  eliniination  of.  by  unduly  low  rail  rates  (Fulbrlght) 694 

Waterway  experiment  under  private  control  may  not  be  able  to  sur- 
vive (jMcAdoo) 24 

Would  be  eliminated  under  common  ownership  (Kruttschnitt) 598 

Would  exist  if  regional  corporation  were  created  (Hines) 953-95.^ 

Competitive  and  noncompetitive  trafhc.  restrictions  governing  (Clark) 236 
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('oii)l»etitive  conditions,  rate  structure  under,  has  been  a  gradual  growth  Page. 

(Woolley) 383 

('oiiil)ctitive  routes,  elimination  of,  under  peace  conditions  (Kruttschnitt)-  560 
('(un])laiuts  l)ef(>re  the  commission,  instead  of  decreasing,  have  increased 

(Woolley) 383 

Compression,  difficulties  enconntered  with  Railroad  Administration  over 

char.ues  for  cotton  (Cotterill) 1046,1047 

(_'omi)ulsory  Federal  incorporation  (Warfield) 794-800 

( 'onditions  change  before  case  finally  disposed  of  by  connnission  (Cuyler )  _  331 

Condon,  'i'liomas  H.,  statement  of 1385 

('outlier,  Federal  Government  must  control  wherever  State  and  Federal 

eonmussions     (  Rich ) '707 

Contliel  of  law  in  regulation  of  securities,  capitalization,  rates,  and  inci- 
dental matters,  pamphlet  prepared  by  S.  T.  Bledsoe  (Thorn) 537-551 

Confusion  as  to  rates  ( Rea  ) 1313 

Congestion  : 

Ar  New  York  caused  by  desire  of  shipping  interests  on  the  Atlantic 

to  come  to  that  port  (Clai'k) 374 

Causes  of,  at  eastern  ports  (Willard) 1202-1203,1219 

Comparison,  United  States  and  foreign  countries  (Thorne) 613-614 

I>istril)ution  of  traffic  among  various  ports  in  order  to  avoid    (Mc- 

Adoo)   49 

T>iversion  of  traffic  in  order  to  prevent  (Fulbright) 693 

Fall  of  1916  and  1917   (McAdoo) 4 

Lack  of  ocean  steamers,  cause  of,  in  1917  and  1918  (Finn) 773 

:Measnres  adopted  to  prevent   (JNIcAdoo) 36 

Number  of  cars  accumulated  on  account  of  (McAdoo) 4 

I'ei-mit   system   could   be   affected    to   prevent,    without   Government 

ownership  or  operation    ( Ki'uttschnitt) 578,579 

Congress : 

Connnerce  can  be  regulated  only  l»y   (Thorn) 472 

Confidence  in   (Salmon) 1439 

Entire  instrument  of  interstate  commmerce  can  lie  taken  under  power 

of,  to  regulate  commerce  (Thorn) 520 

Extension  of  Government  control  an  entire  abandonment  of  consti- 
tutional function  of    (  Thom  ) 473 

Issne  of  carrier  securities  should  be  regulated  exclusively  by  (Tliom)_  515 

Ought  to  determine  date  Federal  control  should  cease  (Clark) 305 

Policy  of  rate  adjustment  shonld  lie  declared  by  (Woolley) 397 

Policy  of  rate  making  sbould  be  determined  by  (Woolley) 402 

Power  of,  to — 

Charter  a  company  and  do  a  common-carrier  business  (Thom) —  521 

Condenui  property  already  devoted  to  public  use  (Hines) 913 

Control  railroads  in  times  of  peace  (McAdoo) 72 

Incorporate  railroads  under  the  Federal  law  (Thom) 514 

Public  policy  created  by   (Plumb) 991 

Solution  of  railroad  problem  mav  be  reached  within  two  sessions  of 

(  Plumb) 1022 

State  corporation's  powers  may  be  enlarged  by  (Thom) 515 

System  of  regulation  has  not  been  determined  by  (Thom) 450 

Twenty-one  months  after  war  ample  time  for  legislation  by,  in   re- 
spect to  roads  (Th<mi) 469 

Unwise  for,  to  extend  war  powers  over  a  period  of  peace  ( Cotterill )_  1034 
Consolidated  ticket  offices.      {See  Ticket  offices.) 
Consolidation: 

.\dvantages  of  merging  small  roads  with  larger  ones  (Clark) 242 

Advisability  of  permitting    (McAdoo) 110-111 

Clayton  Act  should  be  extended  to  permit,  under  jurisdiction  of  com- 

niission    (Clark) -43 

Contiress  shonld  authorize,  of  carriers  (Willard) 1209. 

1225,1228,1246-1248 
Destruction  of  competition  by.  would  be  a  calamity  (Cowan) —  1299,1309 

Economical  operation  would  be  destroyed  by  (Cowan) 1309 

Effect  of,  on  deficit  (Kruttschnitt) 594 

iTfLect  on  short-line  feeders  if  roads  merge  (Clark) 273,274 

Government  approval  of    (Thom) |»2(> 

(Jovernment  does  not  propose  to  force  (Clark) 27.'l 
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OoiiSiiMdiitioii — Coiitiiuiod.  Page. 

Histoi'.v  of  American  railroad    (Tiarretson) 1076 

In  time  of  onier.ii-ency   (Claris) 2H'2 

Into  a  c("/ntin(iital  and  iinilied  system  in  times  of  stress  or  emersencv 

(Elmqnist) '_  7.'.4 

Into  a  few  large  systems  ((Mark) 2.>.") 

Into  two  or  three  national  systems   (Clark) 2o4 

Must  stand  until  dissolution  approve<l  by  Govei'nment  (Thorn) 520 

opliosed  to    (Prince) 137-1 

Oriianizntion  of  Federal  corporation  (Amster) 1177 

I'aralle!  or  competin.L;-  lines,  more  than  30  States  forbid  (Thorn) .117 

I'erniission  of  commission  to  effect — 

E'mquist 7.14 

Willard 1230, 1246 

Plan  sussest^d    (Willard) 1228-1233.1252 

Power  of  Consiress  to  compel   (Hines) 949 

I'roposal  of  commission   (Hines) 881 

lUcommendations  as  to    (Prince) 1379 

llemoval  of  le.ual  barrier  a?:ainst  (  Wartield) 1145 

Slioinnan  antitrust  law  prevents,  of  weak  and  stronii"  roads  (Thoni)__  51(i 

Sh'iulil  be  permissive,  I'ot  compulsory   (Thom) 52i; 

Should   l)e  permitted   in   such  cases  as  public  interest  may   require 

(Cowan) 1310 

Should  be  permitted  where  no  monopoly  created   (Fulbriuht) 692 

Sh' uld  never  be  permitted  to  be  carried  on  by  private  interests  (Gar- 

retson) 1076 

Smaller  roads  with  larjier  ones  (Clark) 267 

Sttite   authorities    sliould    pass    upon,    of    terminal    facilities    (Elni- 

(luist) 754 

Tendency  for  the  last  50  yeai-s  has  been  for  (Garretson) 1076 

V;»rious  railroads  into  few  (Hines) 903-924 

Weak  lines  nuist  be  absorbed  l)y  strou'j:  lines  (Elliott) 1255 

Will  simplify  adjusimeut  o-f  rates  (Clai-k) 281 

\\'it!iin  reasonaiile  liinitati< us  should  be  i>ern)itted  (Fre(>r) 1186 

f'onstitution,  i)owei"  to  deal  with  projierty  under,  nuist  be  clear  (Thoni)__  459 
<!onstruction  : 

Conuress  should  have  pow(>r  over,  of  roads  (Clark) 233 

Disregard  of  economies  in,  of  railroads  (Wo'iHey) 42i) 

Fuliire  disretrnrded  in,  of  small  systems  (Woolley) 395 

Limitaticm  (^1  lailway   (Clark) 233 

Limitation  on,  proposed  by  Interstate  Conunerce  Commission  (Hines)  _  881 

Mileaji'e,  1915-1916,  less  than  a  thousand  mih^s  (Thom) 501 

Should   be   limited   to   necessities   and   convenience  of  public    (Elni- 

quist) 754 

I'onsumer,  interested  jtrimai-ily  only  in  reas(>nableness  of  i-ates  ( Woolb>y)  394 
Contracts  : 

Abi'o.gation  of,  by  directoi"  uenei-al    (  Houck  ) 1727 

I  >iffei-(>nces  ovi'r,  between  Covei'nment  and  carriers  (Thom) 45(5.457 

For  conq)ensation,  few  perfected   (Clark) 234 

Limit  in,  as  to  juM-iod  of  (Jovernment  control   (IMc.Vdoo) 5(» 

List  of  roads  which  have  entered  into,  as  to  Federal  operation   (Mc- 

Adoo) •"»- 

No  i)i-ovision  for  compensation  in.  for  loss  of  business  (Thom) 4(il 

Provisions  for  claims  in,  for  losses  incurred  by  railroads  (Thom)__  442-443 
Provisions  in,  under  (Jovernment  civntrol  relative  lo  additions  and  bet- 
terments   (Thom) 4.55 

<'ooperation  : 

Address  by   1*..  IL  Meyer  on,  l>etween  State  conunissions  and  Inter- 
state Conunerce  Conunission    (Elnuiuist) 748 

Corpoi-ate  unilicatioii   and,   betwi-eii   carriers    (Hea) 1317 

Itailway   executives  with   Railroad   Administi'ation    (Thom) 431 

Resolution    adopted    l)y    National    Assoeiation    of    Railway   Commis- 
sioners and   Interstate  Conunerce  Commission    (  Elmcpiist ) 749 

'( 'orpoi'atlon  : 

Creation  of — 

Federal  railway  coriioration  to  absorb  i-oads   (  Amster  t              1178.1179 
Several,  instead  ot"  many    (Hines) 903-917 
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Civation  of — Continued. 

To  linance  weak  roads    (  Prince) 1367-1371,1377 

Independent  Federal    (Salmon) 1431 

Should  1)(^  created  consisting  of  Interstate  Commerce  Commissioners 
and  eijiht  railroad  meu  to  tinauce  railroads  in  present  enierftencv 

(Wartield) 793,  811, 114r)-1148 

■Cost : 

Conditions  existing  during  Government  control  have  not  constituted 

a  fair  basis  for  a  test  of  (Garretson) 1079 

Investigation  should  be  conducted  to  ascertain  terminal  (Woolle.v)__  397 

No  records  kept  of  initial  building  (Garretson) 1073 

Operating,  of  railroads  can  be  approximated   (Woolley) 401 

•Cost  of  equipment.  Government  should  bear  part  of  (Thom) 43(5 

Cost  of  handling  cai'load  freight  at  terminals  (Woolley) 393 

■Cost  of  labor  : 

Comparison  United  States  and  foreign  countries  (Thorne) 613-614 

Elimination  of  labor  ditticulty  by  making  rates  respond  to  (Thom) 494 

Cost  of  materials  likely  to  decrease  (McAdoo) 71 

■Cost  of  operation : 

Average  ccst  per  annum  to  the  Government  for  use  of  carriers'  prop- 

erti(  s   (dark  ) 276 

Finding  of,  under  private  owner.ship  proven  possible  (Woolley) 394 

Government  control   should  be  tested  under  peace  conditions    (Mc- 

Adoo) 40 

Reasons  for  increase  in  (IVIcAdoo) 58-60 

Reason   for  higher,    under  Government   than   under  private  control 

(Garrets(m) 1(178 

Reducing,  by  eliminating  imnecessary  trains  (Kruttschnitt) 597 

Cost  of  property,  as  shown  by  carrier's  books  1906  and  1916  (Clark) 250 

Cost  of  reproduction,  how  ascertained   (Clark) 371 

Cost  of  .sei'vice.  rates  should  I)e  founded  uixin  (Woolley) 394 

<"'ost  of  transportation  : 

Economies  in,  by  joint  use  of  terminals,  etc.  (Culyer) 326 

(rrade  changes  should  be  made  in  order  to  reduce  (McAdoo)_ 69 

Should  be  on  a  cost  basis   (Garretson) 1061 

■Cotterill,  Charles  K.,  statement  of 1027 

C<iu])lers,  standardization  of,  permits  cars  to  go  in  trains  on  any  rail- 
road (  Kruttschnitt ) " 582 

<  "ourts : 

.Jurisdiction  of,  should  be  restored  (Cowan) 1291 

()rgani':.ed  for  purpose  of  dealing  with  the  past    (Thom) 503 

Regional,   to   be   established    for   convenience   of  persons  appearing 

(Clark) 349 

Should  be  invested  with  power  enjoyed  prior  to  Government  control 

(Fullu-ight) (375 

Court  of  C'aims.  no  conclusion  could  be  reached  in  (Thom) 454 

Cowan.  S.  H. : 

Pamphlet  l)y.  on  •■  What  shall  we  di>  to  be  saved  V 1292 

Statement  of 1289 

Coyle.  P.  J.,  statement  of ■. 1198 

Crandall,  Bruce  V..  paper  of,  on  importance  of  railway  equipment  as  a 

factor  of  safety,  efficiency,  and  economy 1398-1400 

<'re(lit : 

Alleged  to  have  been  destroyed- by  niggardly  regulation   (Clark) 249 

Based  on  contidence  in   the  future    (Thom) 497 

Dependent   upon   power   to   earn    fixed   charges   and   pay   customary 

dividends  (McAdoo) 55-56 

Enormous  power  of  Government  over  railroad   (Thom) 447 

Forces  at  work  to  prejudice   (Thom) 494 

Level  of  rates  to  assure   (Hines) 961 

Manner  of  ascertaining,  of  railroad  stocks  and  bonds  (Thom) 501 

Must  be  restored — 

Rich 718 

Salmon 14.39 

Not  dependent  upon  a  table  of  statistics  (Thom) 492 

On  too  narrow  a  margin   (Rea) 1314 
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Rental  of  carriers  also  involves  rental  of  their  (Thoiu) 460 

Should  he  maintained  through  adequate  rates   (Elliott) 1255 

Stahilization  of,  not  objected  to   (Cotterill) 1()42 

Tendency  would  be  to  use,  and  to  spare  that  of  the  Government 

(Thorn) ^ 433 

Territorial  limitations  upon   (Thorn) 500 

Use  of,  after  disappearance  of  revolving  fund  (Thoni) 433 

Cross  hauling.     (See  also  Waste.) 

Long  haul  roads  competing  with  short  roads  (Willard) 1233 

^Maximum  of.  brought  about  by  consumer   (WooUey) 391 

Waste  caused  by   (Woolley) 391.  392 

Crossties.  increased  cost  of   (McAdoo) 21 

Cummins  bill  should  be  enacted  into  law   (Atkeson) 1320 

Cuyler,  Thomas  De  Witt,  statement  of 305 

Damage  to  perishable  freight  more  than  total  rates  paid  (Cowan) 1307 

Debt : 

Congress  may  have,  to  decide  on  Government  ownership  as  best  way 

of  collectuig  (Thorn) 1 459 

Diversion  of  jjroceeds  of  securities  to  channels  other  than  to  devel- 
opment of  property  burdens  railr()ads  with   (Clark) 24G 

Dettcit : 

Amount  of,  for  1918  (McAdoo) 75 

Effect   of   reorganization,   consolidations,    and    mergers   on    (Krutt- 

schniti) 504 

Should  be  paid  out  of  revolving  fund  as  war  cost  (McAdoo) 70-71 

Under  PVderal  control  should  be  treated  as  a  war  cost  (Woolley) 392 

Delaware  and  Karitan  Canal,  operation  of  steamers  on.  in  order  to  de- 
velop traffic   (McAdoo) 25 

I>elay  : 

Conditions  change  befoi'e  case  is  hnally  decided  by  the  conunission 

(Cuyler) 331 

In  rate  making  (Cuyler) 310 

Of  conunission  in  v»!tssing  upon  rates  (Clark) 344 

D(-mobili/cation,  transportation  requirements  for   (McAdoo) ,S 

Denmrrage : 

High  I'ates,  maintenance  of.  under  peace  conditions — 

McAdoo 10 

Ki'uttschnitt 502 

J)epartment  of  Transportation  (sec  also  Secretary  of  Transportation)  : 

Creation  of  (Ilea) 1315 

Oi).iections  to   (Plumb) 9S0 

Depot  facilities,  adecpiacy  of.  to  t>e  determint'd  by  States  (Fulbright) 0!>S 

Dei)reciation  : 

Condition  of,  not  siuiie  on  any  two  I'oads  (Clark* 24() 

In((uiry   into,  to  l)e  conducted    (Clark) 240 

Ktgulation  of,  comi)licated  (piestion    (Clark) 24.0 

D(>velopiiH>Mt,  opj)ortunities  for  railroad,   west  of  the  ilis><issippi    River 

(EluKiuist )    745 

Differentials,  presei'vation  of.  where  general   increase  in   rate."*  allowed 

(  nines) Sor> 

IMrector  general  : 

Abrogation  of  contr.-uts  by    (  Houck  ) 1727 

Actions  brought  by  State  commission  against,  for  jmrpose  of  testing 

power  of.  to  initiate  intrastate  rates- (  Elmquist ) 742 

Authority  to  initiate  intrastate  rates  claimed  by    (Elmquist) 741 

Authority  to  set  aside  rates  established  by  the  States  (Clark) 2.S.3 

Changes  in  organization  made  by  (  Kruttschnitt) 003 

tJlaiise  of  (Jeneral  Order  No.  48  relating  to  political  activities  of  rail- 
road emi)loye(>s    (I'lumb) 9S7 

Creation  of  discriminations  by    (Houck) 1724-1725 

Disturbanc*'  of  through  routes,  through  rates,  and  existing  adjust- 
ments by    (Ilonck) 1722 

Elim-ination  of  corporate  oflicei'S  by    (Kruttschnitt) 002-003 

Fimil  judgments  rendered  against  common  carriers  should  be  paid 

by    (Elni(inist)    744 

Five-yt-ar  extension  asked  by.  should  not  be  granted   (riunib) OS.'^ 
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Director  general — Continued. 

Given    authority    to    make    certain    recommendations    whicli    controj  Page. 

action  of  tlie  judicial  officers    (Cuyler) _ 336 

Judgments  sliould  be  paid  )\y    (Freer) 1185 

Letter  of,  to  Senator  Smith  regard  railroad  returns  for  Xovenil:)er, 

1918    (Clark)    356 

Life  of  industries  and  connnunities  dependent  upon  will   of    (Elm- 

quist)    741 

Mileage  basis  plus  terminal  charge  in  mind  of  (Woolley) 401 

No  refusal  to  carry  out  his  orders  (Cuyler) 319 

Objections  to  rates  initiated  by   (Clark) 285 

Party  defendant.     General  Order  No.  50 — 

Thorne 635-636,  639 

Hines 871-872 

Power  of,  too  arbitrary  and  broad  (Cotterill) 1033 

Press  statement  issued  by,  Jan.  6,  1919,  on  question  of  litigation  as 

to  validity  of  intrastate  rates  initiated  by  (Elmquist) 743 

Rates — 

Established  bv,  do  not  expire  at  expiration  of  Government  con- 
trol  (Clark)    467 

Filed  by,  not  in  conflict  with  orders  of  connnission  (Clark) 467 

Initiated  by,  legal  until  otherwise  changed   (Elmquist) 750 

Initiated   by,   subject   to   review  by   Interstate   Commerce  Com- 
mission   (Woolley)    406 

Instituted  by,  not  passed  on  by   Interstate  Connnerce  Commis- 
sion   (Thont)    4.66 

Made  by.  manner  of  filing  (Clark) 466 

Made  l)y.  not  scientific  (Cuyler) 316 

Reasons  for  five-year  Government  control    (Clark) 361 

Report  of  Railroad  Wage  Connni.ssion  to 1466,1544 

Section  10  of  Federal  control  act  should  be  so  amended  as  to  pro- 
vide for  suspension  of  rates  initiated  by  (Elmquist) 741 

Some  rates  made  by,  have  been  attacked  and  passed  upon  by  com- 
mission   (Clark) 466 

Director   general's    Order   No.    28,    Railroad    Administration    continually 

modifying    (Clark) ._^ 345 

Directors : 

Board  of.  ro  control  railroads   (Marsh) 1272-1273 

Do  not  represent  iiiteiest  of  stockholders   (Amster) 1171 

^Mismanagement  of   railro  ids    (Amster) 1172-1173 

Disagreement,   cause  of,  between  railroad  executives  and  Railroad  Ad- 
ministration    (Thom) 431-^32 

Disbursements,  Railroad  Administration.  1918    (JHines) 948-949 

Discrimination  : 

Against  interstate  connnerce  ought  not  to  be  permitted  by  State  in 

cases  of  competition   (Cowan) 1302 

Between  State  and  interstate  connnerce  should  not  exist  (Elmquist)-  749 

Creation  of,  by  Director  General    (Houek) 1724-1725 

p]limination  of,  by  Government  ownership  (Marsh) 1273 

None  where  emplovee  member  or  nonmember  of  labor  organization 

CVIcAdoo) IS 

I'ower  of  Interstate  Commerce  Connnission  to  prevent   (^IcAdoo) —  83 
State  can    not   be  deprived   of  right   to   make   rates   in   absence   of 

(Cowan) 1301 

States  rates  r.  interstate  rates   (Bunn) 1125-1127,  1130-1133 

Disputes : 

Accomplishments  under  Adamson  Act  in  .settlement  of  (Garrctson) —  1096 
Railroad  men  would  be  satisfied  with  a  proper  tribunal  for  arbitni- 

tion    of    (Rich) 730 

Dissolution,  approval  of  Government  necessary  for,  after  once  consoli- 
dated   (ThonO 526 

Distance,  rate  decreases  as  distance  increases  (Bunn) 1131 

Distance  rates.      {See  Rates.) 

Disturbance  of  adjustments    (Houck) 1722 

Effect  of  (Clark) ,346 

Diversion  of  traffic,  voluntary,  not  proper  remedy  (Hines) 961 
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Divideiul-payins-   roiuls.    large  percentage  of  traffic   of   the   conntry    was  Page. 

moved  hy    (Thorn) '_ 487 

Dividends : 

Amount  of  paid,  years  1910  and  191G  (Thorn) 487 

Comparison  of  dividends  paid  by  stated  roads  (CMarlv) 261 

Earnings  insufficient  to  maintain  property  after  paying  (Cuvler)__  323 

Paid  in  1906  and  1916   (Clark) I 250 

Per  cent  of  outstanding  stock  paying  dividends  (Clark) 250 

Division  of  operatiims.  Railroad  Administration,  report  of  director  gen- 
eral   to   Presi<lent    CMcAdoo) 125-226 

Divisions  of  rates,  authority  of  Interstate  Commerce  Commission  to  fix. 

shonhl  he  made  detinite  (Freer) 1187 

Dual    interests.    Federal    administrators    of    Government    control    have 

(Finn) 778 

Earnings : 

Average,  for  years  1910-1916  (Thom) 489 

DeliTiite    rate    of    return    should    be   provided,    and    excess   earnings 

divided  with  Government    (Willard) 1206,1222 

Distribution   of  excess    (Prince) 1376 

Distribution   of,   to  be  determined   b,v   Secretary   of  Transportation 

(Kruttschnitt) 588 

Division  of,  not  proper  remedy  (Hines) 961 

Division  of.  subiect  to  approval  of  commission    (Kruttschnitt) 596 

Excess  fund,  distribution  of  (Warfield) 805.809,1139,1149 

Excess  should  be  invested  in  property  and  facilities  (Thom) 533 

Excess  should  be  used  in  interest  of  ]uiblic  and  labor   (Amster) 1167 

Goveriniient  can  take  jiortion  of  excess,  as  guaranty  fund   (Rich) 722 

Greatest  in  history  during  three  years  ending  .lune  30,  1917  (Thorne)-  607 
Insufiiciencv  of,  foUowing  vear  1910,  to  pay  interest  and  dividends 

(Th<mi)_' 487 

Likely  to  increase  in  1919  with  hope  of  reducing  rates  (lIcAdoo) 71 

Not  sufficient  to  maintain  in-operty  after  paying  dividends  (Cuyler)_  323 

Pooling  of,  to  hell)  weak  line   (Kruttschnitt) 597 

Railroad  can  not  tinance  itself  by  capital  stock  unless  it  shows  aver- 
age of  8  to  9  i)er  cent   (Rich) 720 

Results  of  re(|uiring  carriers  to  pool  their  earnings  and  divide  them 

(Clark) 248 

Should  be  suthcient  to  protect  securities  and  ci'edit   (Warfield) 790 

Tonnage  carried  determines  (Woolley) 404 

Economics,  railroads  constructed   without  real   regard  to    (Woolley) 420 

Econonues: 

Absolute  necessity   for,  in  npt'ration    ((^)wan) 1309 

Amount  saved  by   (Mc.Vdof)) 11 

Destruction  of,   by    consolidations    (Cowan) 1310 

Disregard   of,   in    construction  of  railroads    (Woolley) 420 

Government  control  has  not  received  any  trial  as  to   (Garretson) 1060 

In  use  of  rolling  stork   (Todd) 1341 

Of  operation,  suggestions  for   (Plumb) 1003 

I'ossible  under  unified  control,  not  under  diversified    (McAdoo) 71 

Sacrifice  of,  for  efficiency  mider  Government  control   (Garretson) __  1079 

Efficiency  of  transportation    (Todd) 1341 

Efficiency,  standards  by  which  to  test  railway   (Todd) 1342 

Elections,  i)residential,  transportation  problem  will  be  predominant  issue 

at  (Woolley) 404,405 

Elliott,    Howard,   statement  of 1253 

EluKpiist,  Charles  E..  statement  of 738 

Emancipation  of  railway  operation   (Clark) 235 

Embargoes,  not  favored    (Fulbright) 693 

EmergiMicy  : 

Just  compensation  should  be  made  to  any  carrier  injured  by  unified 

national  system  in  case  of  (Cuyler) 337 

Merger  of  carriers  in  time  of  national  (Clark) 232 

Plans  for  meeting  our  national  (Todd) 1329 

President  should  be  authorized  in  time  of  emergency  to  assume  pos- 

sessicm   (Clark) 232 
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Eminent  domain  : 

Exercise  of  right  of,   over  roads  liaving   State  charters   and   force     Page. 

athiption  of  Federal  charters  (Clark) 247 

Selling  railroad  prt)pert.v  by  exercising  power  of  (Clark) 275 

Employees : 
Morale  of : 

Can  be  improved  (Elliott) 125S 

Under  Government  control ; 

McAdoo 43-44 

Burr 819 

Number  of — 

Affiliated  with  unions  (Garretson) 1052 

Bv  classes,  totals  for  class  I  roads  under  Federal  control  Octo- 
"ber,  1917,  December,  1917,  October,  1918,  and  January,   1919 

(Hines) 1614-1615 

Central  railroad  administration  offices  and  amount  of  compensa- 
tion  (McAdoo) 101-103. 

Railroads,  by  classes,  October  16,  1917,  December  16,  1917,  Octo- 
ber 16,  1918.  and  January  16,  1919  (Hines) 1616-1720 

Order  limiting  political  activities  of  (Hines) 979-982 

Protit  sliaring  in  sur])lus  fluids  of  carriers  (Wartield) 793 

Proht-sliaring  systems  not  in  interest  of  (Morton) 119(5-1197 

Hailroad,  clause  of  Director  General  Order  No.  48  relating  to  political 

activities  of    (Plumb) 987 

Railroad,  have  been  inadequately  paid   (Clark) 279 

Railroad  Administration,  classification  and  salaries  (Hines) 1542-1553 

Railroad  Administration  has  absolute  power  as  to  number  (Finn) 777 

Recapitulation  of  Railroad  Administration    (Hines) 1550 

Relationship  between  railroad,  and  secretary  of  transportation  not 

proposed    (Thorn) 507 

Total  number  in  service  of  railways   (Garretson) 1053 

England.     (.See  Great  Britain.) 

lilquality,  problem  of,  to  get  railroads  to  do  business  on  even  terms  (Wool- 
ley) 429 

Equalization : 

Mileage-plus- terminal  charge  plan  would  start  process  of  (Woolley)-       422 

Problem  of,  between  competitive  roads  (Garretson) 1059 

Equipment : 

Additional — 

Method  of  obtaining   (Warfield) ^-__      811 

Not  desired  by  S.  P.  Go.  (Kruttschnitt) 570 

Amount  asked  by  railroads  for  purchase  of,  to  Novemlier  10,  1918 

(Thorn) 446 

Cancellation  of  orders  for  (Thorn) ^ 439-440 

Certain  class  of,  not  interchangeable  all  over  country  (Kruttschnitt)-       584 

Commission  should  have  authority  to  order  additional   (Freer) 1188 

Common  use  of  means  of  constructing  cars  and  engines,  effect  upon 

cost  of  transportation   (Cuyler) 326 

Competitive  forces  have  improved   (Kruttschnitt) 583 

Differences  betweeen  railroad  executives  and  Railroad  Administra- 
tion in  purchase  of  (Thom) 436 

Distribution  of.  in  time  of  war  (Kruttschnitt) 556 

Equipment  pools  would  add  efficiency  in  standardization  of  construc- 
tion and  utilization   (Clark) 2.36-237 

Expenditures  authorized  for    (McAdoo) 19-21 

Government  should  bear  part  of  excessive  war  cost  of  (Thom) 436 

House  committee  report  on  subject  of  purchasing  (Thom) 435 

Tnde'otedness  of  Railroad  Administration  for  (Hines) 958-960 

Interpretation  of  Congress  in  purchasing  (Thom) 436 

Joint  use  of  (Warfield) 811 

Less  needed  imder  unification  of  (McAdoo) 93 

Mol)ilization   of.   under  private   management   versus   unified   control 

(McAdoo)  _-__ 39 

F-ecessarv  new,  needed  yearly  (McAdoo) 91-92 

Number  of  cars  added  and  retired,  1908-1916  (McAdoo) 92 
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Equipment — Contiinied. 

Paper  on  importance  of,  as  a  factor  of  safety,  efficiency,  and  economy 

sul)mitte(l  (Crandall) 1398-1400 

Payment  for  allocated,  by  Railroad  Administration  (Warfield) 793,811 

Policy  of  administration  in  purchasing  (Tliom) '      435 

Pooling  of  (Fulbright) 693 

Program  of  war  board,  prior  to  Government  control,  for  future  pur- 
chases of    (Thorn) 437 

Purchased  from  revolving  fund,  to  be  owned  l)y  Government  ( Thorn )_  435 

Railroads  are  paying  for    (Thorn) 436 

Reasons  for  cancellation  of  autliorization  for  (Kruttschnitt) 570 

Senate  connnittee  report  on  subject  of  purchasing  (Thom) 434 

Shortage  of.  January,  1918   (Kruttschnitt) 580 

Some  carriers  oversupplied  with    (Thom) 436 

Special,  regulating  liody  to  determine  instances  in  which,  may  prop- 
erly  be  demanded    (Clark) 237 

Standard,  not  practicalile    (Clark) 365 

Standardization  of — • 

McAdoo 15.  27,  28 

Prince 1379 

Salmon 1433 

Errors,  clerical,  commcjn  for  connnission  to  receive  applications  to  cor- 
rect   (Clark) 345 

Examiners,  unfamiliaiity  of  Interstate  Commerce  Commission,  with  local 

conditions    (Cotterill) 1040,1041 

Executives,     i-ailway,     cooperation    of,    with     Railroad    Administration 

(Th(mi) 431 

Exi)edited  service,  for  troops  iind   war  supplies  not  reason  for  Govern- 
ment control    (Finn) 759 

Expendituivs : 

Additions   and   betterments  for  period   January   1    to   November  10. 

1918    (Thom) 433-434 

Authorized  for  improvements  (McAdoo) 19-21 

Authorized  from  January  1  to  November  10.  1918  (Thom) 439 

Authorized  on  capital  accrmnt  to  December  1,  1918   (Tiiom) 445 

Carriers  no  <-ontrol  over,  under  (Jovernment  control  (Hines) 942 

Charged  to  capital  a<count  of  roads   (Tliom) 437 

For  capital    account    (McAdoo) 19 

GoveriuiKMit   ])rograni  of    (Thom) 437 

Government   should  supervise    (Finn) 784 

Janunry  1   to  Sei)tember  3(».  1918   (Thom)) 439 

National    regulation   of  securitv    issues   and   important    construction 

(Rea) 1314 

Tremendous,  at  war  prices   (Tliom) 441 

Expenses : 

Carriers   not   wliolly   in   control   of    (Tliom) 493 

Coniiiarative  statement  of  transportation,  requested  (Clark) 356 

Controlled   by   Government    (Thom) 530 

Controlled  l)y   N:itional  or  State  authorities    (Thom) 494 

Exactions  of  public  authority  make  pai-t  of  (Thom) 493 

Montbly  summary  of  revenues  and.   1!)18.   1917,  and  average  corre- 
sponding niontlis  in  tliree-yeai"  test  ]U'riod   (Clark) 298 

None  saved  by  Government  ojuM-ation    (Willard) 1209,1224 

Not  always  determined  by  l)usiness  considerations  (Thom) 493 

Oi)erating,  190(5  coniparod  with  1910   ((Mark) 250 

Railroad  Administration  to  December  31,  1918   (Hines) 1531 

Separation  of,  on  State  and  interstate  commerce  (Hunn) 1181.1135 

Should  be  taken  into  consideration  as  well  as  revenues  by  govern- 
mental agency    (Kruttschnitt) 577 

Experimentation     and      regulation,     fundamental     difference     between 

(Thom) 459 

Export  ti'iithc,  distribution  of  traflic  among  ports   (McAdoo) 37,38 

Express  companies  : 

Business  of.  hampered  l)y  shortage  of  equipment  (McAdoo) 30 

Contract  with  railroads  (McAdoo) 29 

Leading,  operated  as  one  by  Railroad  Administration  (McAdoo) 29 

Need  of  additional  revenue  (McAdoo) • ->'* 
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Express   oompauies — Coutimu'd. 

Operated  nuder  zone  system  (WooUey) 427 

Resolution  presented  against  Government  operation  and  ownership 

(Fulbrisht) 673,  G79 

Express  rates : 

Increase  granted  (iMcAdoo) 29 

Proposed   increase   submitted   to   Interstate   Commerce   Commission 

( Hines) 858-859 

Reasons  for  increase  in  (Hines) 859 

Extension  of  time,  teleplione  message  to  Mr.  Wallver  D.  Hines  in  i-egard  to, 

of  Federal  control  (Cuyler) 307 

Extension  of  new  roads  should  he  determined  by  a  public  tribunal  (Rich)_  729 
Facilities    and    services,    limitation    within    which,    may    be    furnished 

(Clark) 237 

Facilities : 

Commission  should  have  authority  to  order  additional  (Freer) IISS 

Cooiioration  and  coordination  in  use  of,  desired  (Rich) 718 

High  cost  of  (SaluKm) 1437 

States  have  no  power  to  regulate  use  of  existing  (Kruttschnitt) 590 

Farmers,  in  favor  of  tive-year  extension  (Clarlv) 272 

Federal  control.     (See  Government  control.) 
Federal  control  act : 

As  construed  by  the  commission  (Clark) 282 

Deprives  commissi(m  of  power  to  initiate  rates  (Clark) 282 

Powers  conferred  upon  the  President  by — 

Clark 282 

Thorn 433 

Powers  of  President  under  section  10  of  (Elmquist) 740 

Proposed  amendment  of  section  15  (Elmquist) '__  742 

Right   of   President   to   prescribe   rates   for   intrastate   tratHc   under 

(Clark) 283 

Section  6,  quoted  (Thom) 432 

Section  10  of,  should  be  amended  so  that  rates  initiated  by  Director 

General  may  be  suspended  (Elmquist) 741 

Federal  Government : 

Function   of  establishing   public   highways   conferred   upon,   l)y    the 

States  (Plumb) _' 993 

Requirements  with  which  roads  nmst  comply  under  (Finn) 782 

Sovereign  power  of,  over  State  corporations  (Thom) 519 

Federal  incorporation  (Rea) 1318 

Article  by  Lawrence  B.  Finn  on  why  railroads  demanded 7G4,  773 

Compulsory,  discussed  (Warfield) 794-800 

Creation  of  several  instead  of  many  (Hines) 903-917 

Instrumentalities  of  commerce  should  be  under  (Thom) 518 

Legal  complications  and  infringement  upon  sovereignty  of  States  will 

be  caused  by  (Elmquist) 755 

Of  railroads  not  necessary  (Rich) 726 

Plan  proposed  (Amster) , 1178 

Federal  Industrial  Commission,  in  ability  of,  to  devise  plans  for  transpor- 
tation of  seasonal  labor,  due  to  Hepburn  Act  (Garretson) 1081 

Federal  law.  Congress  has  power  to  incorporate  railroads  under  (Thom) .514 

P^ederal  Railway  Corporation  : 

Proposal  of  (Amster) 1167,1177 

Trust  and  finance  company  as  adjunct  to  (Amster) 1182 

Federal  reserve  act,  imperfectness  of  national-bank  act  was  outcome  of 

( AVoolley ) 405 

Finance: 

Effect  on,  upon  relinquishment  (Hines) 930-932 

Method  of  raising,  for  a  new  road  (Rich) 719-720 

Railway,  dependent  upon  Wall  Street  (Amster) 1167-1168 

Financial  burden.  Congress  should  consider   (McAdoo) 40 

Financial  conditions,  railroads  precarious  (McAdoo) 6 

Financial  deals,  perpetrators  of  unlawful,  should  answer  for  their  acts 

(Clark) 236 

Financial     embarrassment,      relinquishment      of      Government      control 

(Hines) 891 
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Financing  of  roads :  Page. 

Enormous  sums  required  for  (Finn) 784- 

Proposed  metliod  of    (Ricli) 720,721 

Finn,  Laurence  B..  statement  of 756^ 

Food,  movement  of,  to  Europe  (McAdoo) 8 

Football  of  speculation,  transportation  line  should  not  be   (Clark) 23S 

Foreign  countries,  memorandum  on  comparative  freight  rates  and  com- 
parative capital  per  mile  l)etween,  and  United  States  (Kruttschnitt)_  1525, 152i> 

Foreign    railroads    require    more    employees    to    operate    than    United 

States  roads   (Morton) 1197 

Franchises.      (»SVc   Charters.) 

Franco-Prussian  War  led  British  <TOvernment  to  take  over  roads  (Clark).  232 

Freer,  G.  M.,  statement  of 1183^ 

Freiglit,  carriers'  receipts  from : 

Nine  months  to  September  30,  1917  (Finn) 779 

Nine  months  to  Septeml>er  30,  1918  (Finn) 779 

Fuel,  increased  cost  of    (McAdoo) 21 

Fulbright,  R.  C,  statement  of 673 

Functions,  railroads  perform  both  national  and  local  (ElnKpiiMt) 74.> 

Funded  debt: 

Amount  of.   for   1916   and   amount   of   out.stauding   stock   compared 

with  back  value   (Clark) 277 

Increase  of  1910-1916   (Thom) 489 

Interest  paid  on,  in  1906  smd  1916  (Clark) 250 

Of  steam  roads,  1906.  compared  with  1916  (Clark) 250 

Furnishing  equipment,  i)rovisi(in  for  distributing  burden  of  (Clark) 236 

Garnishment.      (See  also  Attachment.) 

General  Order  No.  43,  purpose  of  (Hines) 870-S71 

Garretsou.  A.  B.,  statement  of 1051 

General  Order : 

No.  15,  uni'easonableness  of  Pailroad  Administration's   (Houck) 1729 

No.  18  and  18A,  interfered  with  Jurisdiction  of  courts  (Houck) , 172S 

No.  27,  estimated  increase  in  pay-roll  charges  to  operating  expenses, 
due  to  ad\  ance  in  rates,  over  those  in  effect  December  31,  1917,  as 

authorized  by   (Hines) 1553 

No.  28,  double  increase  under  (Houck) , 1723 

Government : 

I'articipation  of,  in  excess  profits  (Hines) 901,909 

Enormous  power  of.  over  credit  of  railroads  (Thom) 447 

Power  of.  to  own  public  utilities  is  inherent  in  the  State  (Phimb) 993 

Government  bureau : 

Independence  and  businesslike  judgment  not  possessed  by  (Thom)__  506 
Rate-making  authoritv  ouglit    not   to  be  exercised   through    a   mere 

(Thom) 1 506 

Government  control  : 

Accepted  iis  a  war  nieasniH^  (Tiiom) 432 

Accomidishments  under    (Eliiiquist) 744 

Act  relating  to,  rehite<l  1o  nioic  than  comiiensntion  to  carrier  (Thom)-  45.", 

Adoptod  as  war  nu'asure   (Claris) 46! 

Advance  in  nites  under,  necessary  as  a  war  measure  (Chirk) 40  > 

A<lv;Mitage  of,  to  weak  lines  (WooUry) 421 

Amount  guaranteed  as  capital  charge  (Clai'k) j. 27<'> 

Amount  of  loans  made  to  carriers  und(>r  (Hines) 944-94(! 

And  reguhition  is  ol).iect  of  everybody   (Thom) 51."i 

Ai)plicability  of  State  law  upon  i-elinquisliment  of  (McAdoo)_  6(>-67.  71-72,  S3 
Attitude  of  Congress  and  imblic,  at  end  of  .")-year  period  of  (Thoni)_  458-4.59 

Attitude   towards    (Salmon) 1431-1440 

Avciage  cost  per  annum  to  the  Government  for  use  of  carriers'  prop- 
erties (Chirk) 276 

Banknuttcy  of  lirins  due  to  General  Order  No.  28  under  (Cotterill)  __  104s 

P>asis  of  rates,  upon  cessation  of  (Hines) 882,885-887 

Benefits    of    Director    General's    management    should    be    retained 

(Elliott) 12.-.6 

Bett(M-  results  in  initiation  of  rates  ol)tained  under  private  than  under 

(Cotlerill) 1(t4!» 

Betterment  of  transiiortation  conditions  under  (McAdoo) —  7 

Bonded  indebtedness  of  roads  under   (Woolh>y) 382.407-417 
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(Jovoninient  control — Continued.  Page. 

•  'nil  not  operate  private  property  siuressfully   (Atkesoii) lli2C) 

Ci.pital  8toclv  of  roads  under  (WoolIey)-__^ 382,407-417 

( 'aieless^ness  in  exp(>nditiires  accompanies  (Plumb) 996 

Cessation  of.  desired  by  Wall  Street  interests  (Anister) 1172 

Cnmmission  has  no  deliiiite  view  as  to  effectiveness  of  intrastate  rates 

in  event  of  release  of  (Chirk) 467 

("  »mmon  use  of  terminals  under   (AVooUey) 392 

('oiiiiianies  sliould  cooperate  and  help  Director  General  (Elliott) 1257 

Comiieiisation  for,  should  be  paid  out  of  Ti'easury  and  not  extorted 

li-oni   shippeis    (Clark) 285 

Complications  will  be  created  if  extended  (Thom) 469 

C.iiilitions  under   (McAdoo) 7 

Conditions  existing  under,  not  a  fair  basis  to  test  etficiency  of  (Gar- 

retson) 1 1(1(50,1079 

< 'oiillictions  with  carriers  preferred  to  (Cotterill) 1046 

<  ".msritutioiiaj   powi  r  of  Government,   to  extend   in    times  of  peace 

(Thom) : ^ 459 

Continuation  of,  will  lie  demanded  by  public  if  successful  (V\'oolley  )__  405 

('ost  of  operation  under,  greater  than  private  (Ilines) 964 

Cost  of  operation  under  i;ea<e  conditions  should  l)e  tested  (I\IcAdoo)_  40 

Costly  due  to  abnormal  conditions  (Woolley) 405 

Creation  of  several  coiporations  instead  of  many  (Hines) 903.917 

Date  roads  taken  over   (Clark) 261 

Dtite.  should  cease  should  be  determined  l)y  Congress  (Clark) 305 

Deficit  for  year  1918   (McAdoo) 75 

Delicit  under,  sliould  be  treated  as  a  war  cost  (Woolley) 392 

Definite  time  of  cessation  not  desired    (Hines) 969' 

Devcloi)ment  of  in'and  waterways    (Hines) S98-S99 

I>eteiioration  of  service  under   (Cotterill) ;_  1050 

Did  not  have  to  respect  antipooling  laws  (Cuyler) 333 

Difficulty  in  settlement  of  loss  jnd  dama.ue  claims  un<ler  (  Houck) 1731 

Director  general  as  party  defendant   (Hines) 871-872 

Director  general's  reasons  for  (Clark) 361 

Discrediting  of,  by  large  influences  (Atkeson) 1325 

Distance    tariff    with    terminal    charge    could    be    tried    out    under 

(Woo  ley)   401 

Dual  interests  of  administrators  of  (Finn)__^ 77S 

Earning  capacity  should  be  tested  under  peace  conditions  (i\IcAdoo)_  113 

Economies  po.ssible  under,  not  under  diversified  control  (McAdoo) 71 

Effect  of.  upon  state  rates  (Thom) 464-465 

Effect  upon  morale  of  employees  (Burr) 819 

Effect     upon     morale     of     officers     and     emphn^ees     of     rai  roads 

(McAdoo)    : 43-44.  104 

Elimination  of  competition  by  (Cowan) 1294 

Emergency  for,  has  ended — 

Hines   87(5-877 

Willard 1237.1249 

Employees    seeking    other    employment    because    of    uncertainty    of 

(McAdoo)    73 

Enormous  expenditures  under   (Thom) 447 

Exclusive  Federal  rate  regulation  (Salmon) 1437 

Expedited  service  of  troops  and  war  supplies  not  cause  of  (Finn) 759 

Exiiiration  of,  does  not  cancel  rates  established  bv  director  genenil 

(C  ark)    467 

Extension  favored  by  Order  of  Railroad  Station  Agents  (Morton) 1196 

Extension  for  5  vears  unnecessarv  liut  period  of  21  nnmths  too  short 

(IMumb) J 1022 

l-^xtension   of — 

Argued  as  lun-essity  for  protection  of  properties  (Hines)_  880,  S92,  903 

Favored  by  ISrotherhood  of  Railroad  Station  Employees  (Coyle)-  1198 

For  trial  of  new  rate  adjustment   (Woolley) 41'.» 

In  order  to  effect  improvements    (McAdoo) 55 

_    Is  temporary  regulation    (Thom) 459 

Justified  only  by  exigencies  of  war   (Thom) 453 

Leaves  country  in  dark  as  to  ultimate  outcome   (Thom) -!54 
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Oov(^rmiie!it  control — Continued. 
Extension  of — Continued. 

Necessary —  Page, 

Hines  876-SS2,  892.  92r, 

Amster 1107 

Not   necessary — 

Warfield 791 

Burr  820 

AVillard 1203, 1208. 1224. 123S 

Elliott 1257 

Prince 1375 

Opposed  by  National  Industrial  Traffic  League  (Freer) 11S4. 1194 

Opposed  ))y  South  (Cotterill) 1031 

Or  immediately  relinquished    (Hines) ,  877,SS0,D25 

Should— 

Be  as  Ions  as  that  proyided  ship  control  act  (McAdoo) 43 

Include  all  roads   (Hines) 930 

Not  terminate  until  solution  reached   (Plumb) 1022 

To  fiye-year  period   (Woolley) 381 

Until  1924  so  as  to  test  under  peace  conditions  ( McAdoo) __  40.57.103 
"Will- 
Create  entirely  new  organization   (Thom) 459 

p]ntirely  alter  system  of  transijortation  (Tbom) 459 

Increase  capita!  indebtecjies.s  of  carriers  (Thom) 453 

AVou  Id- 
Help— 

Imin-oyenient    i)lan    fHiii(>s) 899.  907.  926 

In  solyinir  labor  problems  (Hines) 912 

Increase    cooperation     lietween     cai-rier     and     Goyernment 

C^IcAdoo) (i9-70,  103 

I.ea<l  to  Cloyernment  ov.nershin   (\A'illard) 1237-1238 

Not— 

Incrc'nse    cooperation     (Elliott) 1258-1259 

Lend  to  <Jt>vernment  ownership   (Hines) 941 

Ilenioye  uncertainties  of  addition  and  betterment  profiram 

( Hinos) _• 879-880 

Stabilize  industrial  conditions    (Hines) 899.  903.  907.  926 

Extent  ne-essary    (Elliott) 1255 

Fayor  continuation  of    (Cimdon) 1385 

Fayoi-ed  l)y  fainier  oru:anizations   (Marsh) 1262-12(j0 

Financial    disaster   avert eil    by    (Finn) 759 

Financial  embari'assment  ui»on  relimpiisbment   (Hines) 891 

Formation  of  southern  tradic  leaizue  caused  by  (Cotterill) 1049 

Fiye-year  extension  of,  should  not  be  .srranted  (Plumb) 988 

Freii^ht  and  passenwr  rates  reached  highest  leyel  in  history  of  rail- 
roads  under    (Elmquist) ^-''1 

Fundinji  of  indebtedness  growini,'  out  of  (Rea) 1318 

Fiiture,  necessary  in  order  to  obtain  reforms  (!\[cAdoo) 30 

Future,  iiossible  solution   (McAdoo) -_        30 

<iarnisbm('nt  i>roceedin.!,'  against  roiul  under    (Hines) —  870-871.  873.  875 

<ireat  Britain  compared  with  I'luted  States  (Willard) 12.3(> 

Hardship  imitosed  upon  shippers  of  South  due  to  advance  in  rates 

untler     (Cotterill) V^:};' 

Has  not  received  any  trial  as  to  cfhciency  or  economy  (Garretson)__     10b(i 

Hiiiher  rates  necessary  un(ier  present  (Cuyler) 324 

If  not  extended  will  hinder  terminal  improvements  (McAdoo) 41 

Increase  in  c()mi)lications  it  extendtnl   (Plumb) 1021 

Insufhcient  earnin.Ks  to  pay  obligation  under   (Clark) ^84 

Issue  of  compensation  under   (Thom) ■J'jj-^ 

I>ack  of  morale  amonu:  employee's  during  (Fulbrisiht) b^"- 

Lack  of  teamwork  under  (Carreison) -'\ 

Limit  in  contracts  as  to  period  of  (McAdoo) _•_"_' 

Limited  form,  desirable    (  Kruttschnitt) '"'"J 

List    of    roads    which    have    entered    into    contract    for    operation         _^ 

( McAdoo) r--T— -Tr,         ■'" 

Losses  of  additions  and  betterments  could  not  be  ascertained  unto, 
over    (Tbom) 
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Govei-nment  control — Continued.  Paga. 

blatters  to  consider  in  relinquishment  of   (Willard) 1240-1241 

]Menihers  of  conunission.   with   exception   of  Commissioner   Woolley 

deem  five-year  extension  umvise    (Clark) 253 

Method  of  chan,ij;ins  rates  under  (Burr) 817-818 

Methods  adopted  not  best  for  peace  times  (Elliott) 1257-1258 

Miles  of  road  under    (AVoolley) 382,  407-417 

More  employees  under,  than  when  under  private  control  (Finn) 777 

Memorandum  stating  views  of  the  commission  in  regard  to  (Clark).       231 

Necessary    (Todd) 1326 

Necessary  as  a  war  emergency  policy  (Houck) 1721 

Necessary  regulation  t?.    (Cowan) 1295 

Necessity  for  extension  to  5-year  period  (Hines) 892-894,  903,  925 

Necessity  for,  over  State  and  interstate  rates,  article  by  Edgar  J. 

Rich 1 708-715 

Not  cause  of  civilian  inconveniences  (McAdoo) 28 

Not  in  best  interests  of  labor  (Warfield) 1144-1145 

Not  necessary : 

Elmquist 740 

Elliott 1258 

Notice  of  relinquishment  (Hines) 881,891 

Number  of  employees,  by  classes,   totals  for  Class  I   roads  under, 
October,  1917,  December,  1917,  October,  1918,  and  January,  1919 

(Hines) !__  1614-1615 

Objections  to   (Plumb) 987 

One  system  of  railroads  under  (Woolley) 423 

Opposed  to   (Prince) 1373,1374 

Extension  of    (Cowan) 1289 

Orders  issued  in  war  times  still  effective  (Thorne) 637 

Oi-ganizatiou  of  roads  will  be  destroyed  if  extended  (Thom) 458 

Pay  roll  charges  to  operating  expenses.  Class  I  roads,  calendar  years 

1918  and  1917  (Hines) 1551,1552 

Payment  of  indebtedness  incurred  during  should  be  extended   (Wil- 

lard) 1209, 1225 

Placing  only  a  part  of  the  railroads  under,  justified  only  as  a  war 

measure  (Garretson) 1071 

Plan  of.  submitted  (Hunt) 1387-1388 

Plans  suggested  for  future  (Clark) 234 

Policy  under  peace  conditions  should  be  different  than  war  (Hines)-  857-875 
Political  issue : 

McAdoo 121 

Hines 878 

Power  of  Congress  in  peace  times  (Hines) 918-919 

Power  of  State  commissions  over  rates  upon  cessation  of  (Hines) 887 

Power  to  take  over  railroads,  should  be  reserved  (Fulbright) 694,699 

Presidential  power  to  relinquish  should  be  repealed  if  control  ex- 
tended (McAdoo) 106 

Private  control  preferred  to  (Plumb) 996 

Proposed  manner  of  routing  shipments  under  (AVoolley) 399 

Public  not  in  favor  of,  at  present  (Hines) 966-967 

Questions   regarding   based   on   what   constitutes   real   valuation   of 

railroad  properties  (Garretson) 1075 

Railroad  employees  in  favor  of  extension  (Condon) ISJT? 

Railroads : 

Getting  more  than  entitled  to  under  (Plumb) 981 

Not  in  hands  of  receivers  under,  as  of  Dec.  31,  1918  (Woolley) 418 

Should  be  continued  under  (Woolley) 381,382 

Should    remain    under,    pending    solution    of    railroad    problem 

(Plumb) 992 

Were  taken  under,  for  war  purposes  only  (Elmquist) 744 

Rates : 

Effective  under,  would  stand  until  changed  (Clark) 467 

Prescribed  bv  Director  General  shall  remain  in  force  upon  cessa- 
r         tion  of,  until  changed  by  I.  C.  C.  (Freer) 1184,1185 
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Reasons  for  (Finn) 758,759 

And  ag-ainst  extension  of  (Garretson) 1071 

Greater  success  under  private  than  under  (Garretson) 1079 

Higher  cost  of  operation  under,  than  under  private  control  (Gar- 
retson)      107S 

Opposition  to  5-year  extension  plan  of  (Elmquist) 744 

Opposition  to,  of  southern  shippers  (Cotterill) 1033.1034 

Reasons  leading  to   (McAdoo) 4-7 

Recommended  by   Interstate  Commerce  Commission   when   railroad 

situation  was  acute  (Woolley) 422 

Reforms  accomplished  under  war  conditions  should  he  tested  under 

peace  conditions    (]\IcAdoo) 40,45.46.103 

Reforms  can  be  accomplished  without  extension  of  (Willard) 1236 

Regional  corporation    (McAdoo) 62 

Regional  system   (McAdoo) 113 

Relinquishment  of,  would  not  affect  rates  (IMcAdoo) 65 

Results    under,   compared    with    average   of    three-vear    test   period 

(Clark) 264 

Right  of  strikes  will  continue  under  (Garretson) 1092 

Roads  should   immediately  be  turned  back  unless  period  extended 

(McAdoo) 68,  71,  88 

Roads  under,  are  physically  and  financially  better  (McAdoo) 64 

Roads  under,  in  hands  of  receivers  (Woolley) 382,407-417 

Roads  will  never  be  I'eturned  if  extended  (Thom) 470 

Routing  and  distributing  traffic  over  available  lines  prevents  conges- 
tion    (McAdoo) 36 

Sacrifice  of  economy  for  efliciency  under  (Garretson) 1079 

Section  10  of  the  act  should  he  repealed  (Thorne) 619-620 

Settlement  of  loss  and  damage  claims  undei*.  slow  (Burr) 82(» 

Sliipper  at  a  disadvantage  under   (Cotterill) 104(> 

Shipper  siiould  have  no  right  to  route  freight  \uider  (McAdoo) 112 

Short  lines  should  be  included — 

McAdoo 55 

Morton 1197 

Should— 

Be  returned  21  months  after  declaration  of  peace  (Atkeson) 1.320 

Cover  intrastate  as  well  as  interstate  commerce  (McAdoo) 53 

Not    terminate    until    proper    plan    of    operation    is    perfected 

(Plumb) 1025 

Some  i-ailroads  must  be  taken  under  governmental  wing  (Woolley) 395 

Slate  and  interstate  rates  must  be  luider  (Rich) 705 

Statement : 

Of  President  when  roads  taken  under   (I'Mun) 758-759 

Prei)ared  by  Commissioner  ^^■o()lley  at  retpiest  of  committee  in 

support  of  extension  of  (Woolley) 1448-1466 

Status  of  existing  rates  upon  cessation  of  (Willard) 1242-1244 

Steam  railways  under,  as  of  .lanuary  2.  1919  (Woolley) 382,407-417 

Success  of,  under  Railroad  Admini.strati(m   (Todd) 1332 

Suggested  period  of  extension  and  purposes  of  (Hines) 970 

Superior  to  State  laws  (Hines) 973-974 

Telephone    message    to    Mr.    Hines   in    regard    to    an    extension    of 

(Cuyler) 307 

Ton-miles  increaseil.  train  and  londed  car-miles  decreased  (  McAdoo)  _         14 
Two-year  extension  of,   not   sullicient   time  for  soluti(»n   of   railroad 

problem    (Plumb) 990 

ITnder  war  conditions  not  a  fair  test  (Atkeson) 1324 

Unifitation    necessary    in    order    to    avoid    interference    with    money 

markets,  and  the  ((uestion  of  wages   (Kruttschnitt) 569 

Utilization  of  all   lines  out  of  terminal  ia  order  to  prevent  conges- 
tion   (FulbriglU) 693 

Views  of  Conniiissioner  Woolley  (Clark) 238 

War  basis  different  than  under  peace  conditions  (Hines) 896,905 

War  measures,  should  not  be  continued  (McAdoo) 15 

Water-l)ornt>  coastwise  tradic  during,  thrown  onto  railroads  (Thom)_       468 
Weak  lines  should  be  placed  under  (Plumb) 1022 
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Winning  of  war.  aided  by  (WooUey) 405 

Wise  .'^tep  under  conditions  existinp;  (Tliom) 457 

Government  control  act.     (<SV'c  Federal  control  act.) 

Government  operation : 

Five-year   period    (Clark) 282 

For  5  years  a  question  of  operation   (Clark) 266 

Not  desired  l)y  majority   (Tliorne) 618 

Private  operation  more  economical  (Clark) 279 

Properlv    regulated    control    system    would    eliminate    competition 

(Clark)    243 

Resolution   a.2;ainst,   presented    (Fulbright) 673,679 

Should  be  without  profit  and  at  cost  (McAdoo) 23,53 

Government  ownership : 

Advantages  and  disadvantages  of  (Plumb) 993 

Advocation  of   (Garretson) 1069 

Approval  of   (Garretson) . 1055 

Basic  principles  of,  and  a  survey  of  its  world  accomplishment  (Todd)     1334 

Brings  justice  to  labor   (Todd) 1336 

Certain  utilities  which  should  be  Government  owned  (INIarsh) 1274 

Connnission  opposed  to    (Clark) 253 

Conflicts  between  State  and  Federal  authorities  would  be  eliminated 

(Thom)      995 

Congress  may  have  to  decide  on,  as  way  of  collecting  a  debt  (Thom)_       459 

Consideration  of,  from  investor's  standpoint   (Plumb) 994 

Desirability    of    (Tliorne) 669-670 

Elimination  of  discrimination  by    (Marsh) 1273 

Exceptional  profits,  will  lead  to   (Hines) 901 

Extension  of  control : 

As  test  for  (IVlcAdoo) 115-118 

Not  desired  for    (McAdoo) 41,62 

Would  lead   to    (Willard) 1237-1238 

Would  not  lead  to  (Hines) 941 

Far  more  efficient  than  private  (Todd) 1341 

Farmers  not  in  favor  of  (Atkeson) 1321 

Favor  plan  of   (Condon) 1385 

Favored  as  against  former  system  of  operation  (Coyle) 1198 

Favored  by  farm  organizations  (Marsh) ; 1262-1266 

Federal  incorporation  not  to  be  construed  as  (Amster) 1167.1180 

Funds  for  financing  should  be  raisetl  by  taxation  (Marsh) 1275 

Governmental    guarantv   of  railroad   securities  will   eventually    lead 

to     (Warfield) 1 1140, 1143.  1144 

In  foreign  countries  (Todd) 1340 

Issue  of,  must  be  determined  on  merits   (Thom) 459 

Natural   government   function   and   necessary   to   secure   democracy 

(Todd)     - 1335 

Necessary    (Todd) 1326 

Necessarv  regulation  r.   (Cowan) 1295 

Necessitv   for    (Hines) 895,897,900,937 

Not  df^sired    (Warfield) 791 

"^Tot  favored  by  Order  of  Railroad  Station  Agents  (Morton) 1196 

Not  necessary  (Elliott) 1253 

Of  roads  by  Switzerland  and  how  acquired  (Todd) 1337 

Opposed  by  National  Industrial  Traffic  League   (Freer) 1184,1194 

Opposed  to — 

Willard 1208,1224 

Cowan 1289 

Prince 1373, 1374 

Opposition    to,    on   grounds    of    destruction    of    individual    initiative 

(Finn)   784 

Plans  evolving,  will  not  be  acceptable  to  people  of  the  country  (Rich)       719 

Political  effect  of.  on  security  holdings  (Plumb) 995 

l'()ssii)le  solution    (IMcAdoo) ■ 30 

P'!stal  service  under  (WooUey) 42 

Practicability  of   (Todd) 1328 

Private  management  could  render  cheaner  service  (^Hines) 941 
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Proposed  plan  of  pooling  and  unifiration  of  terminals,  etc.,  will  not 

lead  to  (Hines) 902,905 

Public  opinion  is  in  opposition  to  (Finn) 780 

Purchase  of  roads  as  alternative  (Amster) 1177 

Railroad  employees  in  favor  of  (Todd) 1336 

Railroads  under,  require  more  employees  to  operate  (Morton) 1197 

Rapid  spread  of   (Todd) 1334 

Reasons  for  (Todd) 1327 

Opposition  to  (Prince) 1374 

Re.solution  against  presented   (Fulbright) 673,  67S> 

Seasonal   or   sectional  employment   can   be   eliminated   by    (Garret- 
son) ^^ 1080-1081 

Submitted  by  referendum  to  popular  vote  of  Swiss  people  (Todd) 1339 

Typical  examples  of  (Todd) 1337 

We  have  not  arrived  at  (Woolley) 399 

With  private  operation  will  effect  saving  of  several  hundred  million 

dollars     (Rich) 733 

Why  the  Swiss  took  over  their  railways  under   (Todd) 1338 

Government  regulation: 

Duties  of  State  commissions  under  plan  for  (Cuyler) 313 

Operation  of  railways   (Todd) 1331 

Organizations   ai)proving  plan   of   the   Railway   Executive   Advisory 

mittee   for    (Cuyler) "_ '_  312 

Plan  outlining  i)rinciples   for.  by   the  Railway  Executive  Advisory 

Committee    (Cuyler) , S.IS 

Plan  suggested  by  Association  of  Railwav  Executives : 

Thom ■ 477-480 

Cuyler    308 

Private  ownership  with  strict  regulation,  possible  solution  (McAdoo)-  •  49 

Responsibilities  of  operation  (Clark) ' 232 

Governmental  institution,  railroads  and  steamships  are  (Finn) 782 

Grades,  changes  in,  should  be  made  in  order  to  reduce  cost  of  transpor- 
tation   (McAdoo) 69 

Grain : 

Director  General's  Order  No.  'u,  covering  loss  and  damage  claims 

(Thorne) 625-628 

Tight  car  required  for,  to  prevent  leakage  (Kellogg) .i84 

Gi-ay.  Prof.  Howard  L.,  statement  of.  showing  .-innual  ton-mile  saving  of 
England    and    Wales,   bv    using   coal    from    nearest    source    of    supply 

(Woolley) "_ 1 391 

Great  Rritain : 

Annual  ton-mile  saving  In,  by  using  coal  from  nearest  source  of  sup- 
ply   (Woolley) 391 

Franco-Prussian  war  led.  to  take  over  roads  (Clark) 232 

Govenuiient  control  in.  conqiared  with  United  States  (Willard) 1236 

Railways  in,  whose  gro.ss  receipts  for  year  1913  exceeded  fl.(K)0,000 

(ThoVne) 617 

Great  Northern  R.  R.,  stock  of,  selling  at  93  (Rich) 720 

Group  rates.  justiti(><l   (Thorne) 6o9-()60 

Grouping,  illustration  of  grouping  places  under  a  common  rate  (Clark) —  241 
Guarantee : 

A  protection  of  investment  at  public  expense  ((Jarretson) 1067 

Necessity  for  valuation  before,  can  be  dciermined   (Garretstm 1065 

Of  return  without  control  of  operating  elllciency  a  fatal  mistake  (Gar- 

retson) 1070 

On  basis  of  existing  capitalization  (Hlnes) 938-939 

Guarantee   fund.    Government   can   take   portion   of   excess   earnings   as 

(Rich) 722 

Guaranties : 

Doctrine  of,  unjustifiable    (Garrotscm) 10(12 

Government,  not  jiroposed    (Amster) IKu 

Government,  to  railroads   (Prince) 137o 

Guaranty : 

Adecpiate  return  on  investment  by  Government   (Hines) 961 

Any  form  of  governmental,  object  to  (Cotterill) 1035 
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Detinition  of    (Tlioni) 509> 

Governmental   (  S.-ilnion) 1434 

(Apposed  to  pnernniental  (Todd) 1332 

Present  coniijonsation  as,  not  satisfactory   (Hines) 971 

Under  proposed  plan  indefinite  (Cuyler) 335 

Hadley  Connnission,  appointed  by  I'resident  to  study  question  of  supervi- 
sion of  securities  (Clark) 352 

Henilns,    failure    of    srfinting,    where    changes    in    rates    are    involved 

(Thorne) 665 

Hepburn  Act.  inability  of  Federal  Industrial  Conimi.ssion  to  devise  plan 

for  transjjortation  of  seasonal  labor,  due  to  (Garretson) 1081 

Hines,  Walter  D.  : 

Information  furnishef;  by,  at  request  of  committee 1527-1720 

Letter  to.  from  G.  H.   l*arker,   regarding  estimate  of  operating  in- 
come   (Clark) 35T 

Statement  of 853 

Houck.  Stanley  B.,  statement  of 1721 

Hours  of  service,  regulations  of  Congress  in  regard  to,  supersede  all  State 

law   (Clark) 246 

H(tuse  committee,  report  of,  on  subject  of  purchasing  raili'oad  equipn>ent 

(Thom) 435 

Hudson  Kiver  tubes,  used  for  movement  of  coal  from  Jersey  terminals  to 

Long  Island  (McAdoo) " 11 

Hunt,  Charles  F.,  statement  of 1387 

Illinois  ^Manufacturers  Association,  approve  plan  of  Railway  Executive 

Advisory  Committee  for  Government  regulation  (Cuyler) 312 

Improvements.      (Sec  also  Additions  and  betterments.) 

Accomplishments      possible,       if      Government      control      extended 

(Hines) 899.  907,  92S 

Charged  to  operating  expenses    (Willard) 1216,1217 

Commission  should  have  authority  to  order  (Freer) , IISS 

Cost  of  necessary  terminals  (McAdoo) 47,48^ 

Exclusive  national  regulati(»n  of  important  capital  (Rea) 1312 

Expenditures  authorized   (McAdoo) 19-21 

Financing  of.  should  be  regulated   (Fulbright) 690,692- 

Government    control    should    be    extended    in   order    to    alTect    (Mc- 
Adoo)   44-46, 104 

Payments  for,  made  by  Railroad  Administration  (Warfield) 793,811 

Reasons  for  cancellation  of  authorization  for   (Kruttschnitt) 570 

Income : 

Opposed   to  govei'nmental   guarantee  of    (Todd) 1332 

Statement  relating  to,   of  steam   loads,  years   ended   June  30,   1900 

to  1916 1741 

Income  account: 

Condensed,  11  months  ended  November  30.  1918  and  1917  (  Hines)  __     1532, 

1533-1538 

Condensed,  12  months  ended  December  31,  1918  and  1917  (Hines) 1550 

( >f  the  I'ailways  considered  as  a  system  for  year  ended  June  30,  1916 

(Kruttschnitt)     604 

Income,  net : 

Eastern  roads,  year  ending  June  30.  1917   (Thorne) 616 

Less  than  standard  return  or  annual  rental  guaranteed   (McAdoo) 22-25 

Income,  operating: 

Average,  bv  month  for  three-year  test  period   (Clark) 265 

Class  I  roads  for  four  months  ended  April  30,  1918  (Hines) 983,984 

(Comparative  statement.  Class  I  roads,  for  4  months  ended  April  30, 

1918 1740 

Five-year  period   1910-1915    (Thom) 490 

Letter  to  Walker  D.  Hines  from  G.  H.  Parker  relative  to  estimate  of 

(Clark)    357 

1906  compared  with  1916  (Clark) 250 

Suspicion  of  overcapitalization  negatives  proprietv  of  given  level  of 

.(Hines) 900-901 

Year    1910   exceeded    any   previous    year   in    historv    of    railroading 

(Thom)    486 
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Years  1910  and  1911    (Thorn) . 488 

Years  1910-191G  insufficient  to  pay  aggregate  of  interest  and  divi- 
dends for  samv  period  (Thorn) 488 

Years  1912-1916  compared  with  1910  (Thom) 484 

Incorporation,  Federaf : 

Artiefe  l),v  Lawrence  B.  P^inn  on  why  railroads  demand 764-7To 

Compulsory    (Warfield)    794-800 

Of  all  inter.state  carriers,  advisability  of  (Clark) 247 

Increase  in  rates.     {See  Rates.) 

Indebtedness  : 

Excessive  cost  of  equipment  has  enlarged  carriers"    (Thorn) 4?.G 

Funding  of,  growing  out  of  Federal  control    ( Rea ) 1318 

Iiailroads.    to    Government    should    lie    gradually    liquidated     ( \Var- 

field)     791 

Industrial  tracks.      {See  Tracks.) 

Industry  : 

I{llTe<t  of  reorganization  of,  upon  volume  of  trafhc  (Thom) 4(38 

Protection  afforded  by  war  industry  departments  t<>   (Thom) 462 

Inland   waterways: 

Development  and  encouragement    (Clark) 234 

Development  of.  under  (Government  contntl   (Hines) 898-899 

Division  of.  created  by  Railroad  Adnvinistration    (McAdoo) 24 

Should    be   developed  "(McAdoo) 23 

Instability,  millions  affected  i\v    (Salmon) 1436 

Instrumentalities,  exclusive  national  regulation  of   (Rea) 1312 

Interchange   of    traffic,    rail    and    water   carriers    should    be    encouraged 

(Freer)    1188 

Interest  on  funded  debt   (Clark) 278 

Interest  and  dividends : 

Amount  of,  paid  for  years  1910-1916  (Thom) 48S 

Amount  paid  out  in,  for  five-year  period  1910-191.'>  (Thom) 4i)l 

Interstato  Con.merce  Connnission  : 

Al)o]ition   of.   if  roads   remain  permanently    under   (lovernment  cmi- 

trol    (Clark) 372 

Adjudication  of  rates  put  in  by  carriers,  by  (Kruttschnitt) i')7."> 

Affirmative  power  over  all  rates  should  be  given  to  (Rich) 707-708 

An  asset  to  the  country   (Rich) 724 

Authority    of,    to    fix    divisions   of   rates,    should    be   made   definite 

(Freer) 1187 

Better  qualified  to  maintain  relation  of  rates  than  the  Director  Gen- 
eral   (Clark) 28.') 

Classes  of  duty  performed    (Clark) 3.i9 

<'onsolidations  should  not  be  undertaken  without  appntval  of   (Klm- 

•luist  ) 7r)4 

<'ontrol  over  State  commissions  by   (Clark) 3r»8 

Delay  in  passing  upon  rates  (Clark) 344 

Demoralization  of  forces  of,  due  to  Feileral  control   (Woolley) 40.") 

iH'prived  of  i)ower  to  suspend  rates  initiated  by  President   (Clark) 282 

Difference  of  opinion  between,  and  State  commi.ssions  (Clark) 358 

Director  General  given  authority  to  make  certain  reconnnendations 

wliich  control  action  of  judicial  officers  (Cuyler) 336 

Duties  of,  should  l)e  confined  to  hearing  and  determining  controver- 
sies over  rates    (Thom) 508 

Kniargement    of    (Clark) 346 

Exclusive  jurisdiction  of  fixing  rates   (Clark) 352 

Federal  control  recommended  l)y,  when  railroad  situation  was  acute 

(Woolley) 422 

Incapable  of  performance  of  duties  in   respect  to  business  in   the 

future    (Thom) 503 

Integrity  of,  has  never  been  attacked  (Rich) 724 

Jurisdiction  over  rates  made  by  Director  General  (Hines) 861 

Jurisdiction  over  securities  (Clark) 351 

Maxinuim  but  not  mininnim  rates  may  be  prescribed  by  ( Woolley )__  396 
IVIembers'  attitude  toward  Government  control  not  affected  l)y  fear  of 

bsing  their  places   (Clark) 373 
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Interstate  Commerce  Coniniission — Coiitiiuie(J.  I's  se. 
No   objection    to,    having-   power    to    require   joint    use   of    terminals 

(Kruttscimitt) -, ;"')S!) 

No  power  over  trains  (Clark) 359 

Not  advisable  to  confer  power  to  fix  wages  upon   (Elmquist) To.") 

Not  inlluenced  by  partisan  politics  (Kicli) 724 

Not  liberal  in  its  advance  in  rates  (Cuyler) 322 

Operating  questions  should  not  be  decided  by  (Fulbright) GSS-G.S9 

Overl)ur(iened    (Cuyler) 312,321 

People  of  tlie  country  have  great  confidence  in  (Rich) 723 

Power  delegated  to,  compared  with  President's  (Thorn) 472 

Power  of  suspension  should — 

Be  I'estored  to   (Rich) 717.738 

Not  extend  beyond  a  given  time  (Cuyler) 317 

Power  of — 

Should  be  restored  in  full   (<"owan) 1307 

To  initiate  rates  and  institute  investigations   (Woolley) 395-396 

Power  over  local  conmnitation  fares  should  not  be  given  to  (Rich) 707 

Power  to — 

Coordinate  the  operation  of  ships  and  railroads  (Clark) 372 

Make  intei state  rates  should  be  lodged  with  (Cowan) 1303 

Prevent  discrimination    (]\IcAdoo) 8  J 

Suspend  rates  should  be  restored    (Thorne) 620,652,665 

Practicabilitv  of  subdivision  similar  to  the  Railroad  Administration 

(Clark)  __1 347 

Present  powers  should  l>e  retained  and  additional  powers  granted 

to     (Plumb) 1002 

Proposal  to   take  away   its  administrative  and   executive   functions 

(Cuyler) 335 

Public  to  have  right  of  appeal   to,  about  rates  initiated  by   roads 

(Cuyler) 325 

Question  of  wages  submitted  to,  after  being  passed  on  by  secretary 

of  transportation    (Kruttschnitt) 578 

Railroad  problem  should  be  worked  out  through    (Rich) 724 

Rate  structure  should  be  handled  by   (Woolley) 423 

Rates : 

Initiated  by  director  general  subject  to  review  by  (Woolley) 406 

Prescribed  by  director  general  shall  remain  in  force  until  charged 

by    (Freer) 1184, 1185 

Recommendations    of,    as    to    cooperation    with    State    commissions 

(Elmquist) 747-748 

Recommended  Federal  supervision  of  securities  in  1907   (Clark) 352 

Regulatory  authority  should  be  vested  in    (Freer) 1188 

Relief  of  "(Ilea) 1314 

Representatives    of,    appointed    in    different    parts    of    the    country 

(Clark) 350,351 

Restoration  of  authority  over  rates — 

Fulbright 675 

Hines 975-978 

Restoration  of  powers    (Houck) 1727 

Review — 

By,  of  State  rates  (Bunn) 1124 

Of  regulations  of  State  commissions  by  (Clark) 361 

Right  to  fix  mininunn  rate,  or  power  to  govern  issuance  of  securities 

denied   (Woolley) 394 

Scale  of  rates  for  points  in  interior  or  southeast  have  never  been 

prescribed    by    (Cotterill) 1036 

Should— 

Be  made  a  quasi  judicial  body  (Cuyler) 313 

Be  dominant  regulatory  body    (Rich) 727 

Have  exclusive  jurisdiction  over  interstate  rates   (Elmquist) 749 

Should  have  exclusive  jurisdiction  over  the  issuance  of  securities 

(Rich) 727 

.Should  have  power  to  initiate  rates,  and  over  issuance  of  securities 

(Clark) 253 

Should  put  stamp  of  approval  on  securities  (Clark) 352 
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Interstate  Commerce  Commission — Continued.  Page. 
Sole   ti'ibunal  to   which   complaint   may   go   as   to    intrastate   rates 

(Clarlv) ^ 284 

Specialized,  rather  than  equalized  conditions  in  trying  to  perfect  a 

rate  structure  (Woolley) '  3S3 

Subdivisions  of — 

In  various  parts  of  the  country  (Clark) 25S 

To  have  power  to  decide  questions,  subject  to  appeal  to  entire 

commission    (Clark) 347 

Suggested  functions  of  (Prince) 1372,1375,1377,1381 

Supervision    of   capitalization   by.    will    require   new    subdivision    of 

(Clark) . 346 

Supervision  of  investment  accounts  by,  since  1907   (Thom) 483 

Taking  away  of  executive  powers  of  (Cuyler) 312 

Theory  of,  to  protect  people  (Clark) 373 

To  be  a  judicial  body  (Thorn) .■')32 

To  determine  reasonableness  of  rates   (Cuyler) 334 

Views  of,  regarding  Federal  control  (Clark) 231 

Weakness  in    (Thom) oO'v 

Interstate  rates : 

Interstate  Commerce  Commission  should  have  exclusive  jurisdiction 

over    (Elmquist) 749 

Power  to  make,  should  be  vested  in  the  Interstate  Commerce  Com- 
mission   (Cowan) 1303 

Interstate  traffic,  railroad  tniffic  is  chiefly  (Rea) 1313 

Intra.state  commerce.  Federal  control  should  cover   (ilcAdoo) 5.3 

Intrastate  rates.     (See  also  Rates.) 

Connnission  no  definite  view  in  event  of  release  of  Government  con- 
trol as  to  effectiveness  of  (Clark) 4(>7 

Effect  of,  on  interstate  rates  (Clark) 467 

Press  statement  issued  by  Railroad  Administration  .January  6.  1919, 
on  question  of  litigation  as  to  validity  of,  initiated  by  Director  Gen- 
eral (Elnuiuist) T43 

Resolution  adopted  by  National  Association  of  Railway  and  Utilities 

Commissioners  for  recognition  of  State  lights  over  (Elmquist) 744 

State  conunissions  should  have  exclusive  jurisdiction  ovi-r  (Elm- 
quist)   ■<'^'> 

Under  railroad  control  bill.  Railroad  Administration  has  no  power 

over    (Rich) T16 

Inventors,  problem  of  (Salmon) 1432,1440 

Invested  capital,  rates  should  be  made  with  relation  to  (Willard) 1204-1205, 

1209-1217,1221.1224 
Investigations: 

Chicago.  Rock  Island  i^;:  I'acilic  Ry.  Co.   (Todd) 1355 

Louisville  &  Nashville  Railway  System   (Todd) 1361 

New  Haven   Road    (Todd) 1|^-1<| 

Power  of  connnission  to  institute   (Woolley) 396 

Should  be  conducted  to  ascertain  cost  of  terminals  (Woolley) 397 

Survey   of  promotion,  financing  and   administration   of  railroads  as 

disclosed  by  Interstate  Commerce  Commission's   (Todd) 1343 

Investment : 

Aggregate  return  on.  5-year  period  19H»-1915  (Thom) 491 

Amount  of : 

1910-1911.     (Thom) -1^3 

1912-1916  compared  with  1910  (Thom) _     484 

Basis  of  reasonable  return  on  (Warlield) 805,1139 

Capital  invested  should  earn  a  fair  income — 

Cuyler 32> 

Amster H'" 

Comparison  per  mile  ITnited  States  and  foreign  countries(Thorne)_  613-61-| 

Difficulty  of  determining  fixed  rate  of  return  on  (Amster) 1176 

Fair  return  on  capital  invested,  ought  to  be  guaranteed  by  Govern- 
ment    ( nines) 901-902.903.914.937 

Fair  return  on  property  should  be  determined  by  the  courts  (Plumb).  1010 

Guarantee  of  return  on.  by  Government  (Cuyler) 329 

Inequalities  in  return  on,  between  competing  lines  (Cuyl?r) 321,322 
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Investment — Continued.  Page.. 

Is  a  standard  for  valuation    (Garretson) 1073 

Les!^''  cai^ital   invested  for  service  rendered  tlian   in   other  countries 

(Elliott) 12.14 

Mininuini  rate  of  i-eturn  on.  should  be  provided  for  ( Wartield) 793, 

801,  1139,  1149-llGO 

Money  making  in  railroad  no  lontrer  possible  (Thorn) 499 

Outstanding  stock  does  not  represent  actual  (Marsh) 1263 

Policy  should  be  adopted  making  detinite  return  on  (Bunu)_  1124-1125, 1130 
Private  capital  can  not  be  secured  unless  assured  of  reasonable  re- 
turn on    (Clark) 237 

Private  capital,  new  held  for,  by  removal  of  water  and  carrier  com- 
petition   (Woolley) •- 391 

Public  conttdence  in,  has  declined  (Thorn) 492 

Railroads  entitled  to  earn  a  fair  return  on  (Plumb) 1012 

Rate  of  return  on,  should  be  dehnite  (WiUard) 1205-1206, 

1209,1217,1221,1224 

Rates  should  allow  reasonable  return  on  (Prince) 1376 

Reasonal)le   ivturn    on,    should    be    obtained    through    rates    (War- 
tield)  792. 804,  1139, 1148 

Return  on,  automatically  fixes  rates  on  Boston  elevated  roads  (Cuy- 

ler) 322 

Right  of  investor  to  expect  moderate  but  assured  return  on  railroad 

securities    (Thorn) 500 

Unless  capital  invested  can  have  sufhcient  return  out  of  rates  rail- 
roads will  fail  (Cuyler)l 329 

Investment  accounts,  supervision  of,  by  Interstate  Commerce  Commission 

since   1907    (Thom) 1 483- 

Invest<n-s'  Protective  Association  of  America,  organization  of  (Amster) 1171 

Italy,    unsatisfactory   condition   of   railroad   situation   in,    and   cause   of 

(Rich)    736 

Judgments : 

Attitude  of  Railroad  Administration  toward  payment  of  (Hines) —     872- 

875, 884 
Director  General  should — 

Be   required   to  pay,   when    rendered   against   common    carriers 

(Elmquist) 744 

Pay     (Freer) ^ 1185 

Pay,  and  charge  to  oiierating  expense   (Thorne) 620 

Proposed    amendment    to   act    relative    to    Director    General    paying 

(Hines)   885. 

Jurisdiction : 

Cooperation  between  P\>(leral  and  State  authorities  which  will  elimi- 
nate twilight  zone  of  jurisdiction  (Clark) 236,257 

General  Order  No.  18  and  18-A  interfered  with,  of  courts  (Houck) 1728 

Of  commission — 

Over  securities   (Clark) 351 

To   abate   unjust   discrimination  between    State   and   interstate 

commerce    (Clark) 354 

Of  the  courts  should  be  restored  (Cowan) 1291 

Kenna.  Edward  Dudley,  paper  of,  submitted  by  Senator  Underwood,  on 

importance  of  competition  between  railways 1390-1397 

Kruttschnitt,  Julius,   statement  of 555 

Labor : 

Cause  of  shortage  (McAdoo) 19 

Collective  bargaining  of,  with  employers,  favored  (Morton) 1197 

Condition  of    (McAdoo) 17 

Corporation  should  be  created  to  finance  roads,  and  labor  should  be 

represented  on  board  of  directors  (Prince) 1373 

Effect  upon  wages  of,  if  roads  returned  to  private  control  (Plumb) 992: 

Excess  earnings  should  be  uSed  in  interest  of  (Amster) 1167 

Extension    of    Government    control    would    help    solve    problems    of 

(Hines)   912 

Government  control  not  in  best  interest  of  (Wartield) 1144—1145. 

G'ftvernment  owner.ship  brings  justice  to  (Todd) 1336 

Method  propo.sed  for  dealing  with  question  of  (Thom) 524. 
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Labor — Continued.  Page. 
Participation  of,  in  excess  pi'olits — 

Hines 1-  901 

Willard 1207, 1223 

Pending  wage  disputes,  public  sliould  be  served  (Elliott) 12;ir) 

Pension  or  annuity  should  be  provided  for  (Willard) 1207,1223 

Problems  of,  should  be  dealt  with  by  bipartisan  board  (Hines) 911-912 

Railroads"    relations   with,    unsatisfactory   prior   to   Federal    control 

(IMcAdoo)    (i 

Rate  structure  to  provide  for  interests  of  (Prince) 1384 

Rates  should  respond  to  cost  of  (Thorn) 494 

Regional  l)oards  to  deal  with,  not  in  favor  of  (Willard) 1250 

Rights  of    (Garretson) 1090 

Should  not  have  power  to  interrupt  commerce  (Thorn) 524 

Solution  of  railroad  problem  must  be  just  to  the  interests  of  (Plumb).  9S7 

Turnover  in,  hindrance  to  Government  control   (Hines) 898 

Labor  Adjustment  Commission,  creation  of  proposed    (Amster)E 1179 

Labor    organization,     no    discrimination     where    employee    member    of 

(IMcAdoo) 18 

Lake  Keuka,  N.  Y.,  service  on.  discontinued   (McAdoo) 2(; 

Land : 

Railroad — 

Can  have  no  market  value   (Plumb) 1009 

Can  not  be  exchanged   (I'luml)) 1009 

Value  of,  owned  by  railroads   (IMarsh) 1260 

Leases,  govermnent,  for  ojieration    (Salmon) 143S 

Legislation  : 

Congress   should    have   opportunity   for,   before   returning   roads   to 

private  ccmtrol    (Tliom) 4fi9 

Constructive,  roads  should  be  returned  immediately  after  (Thoni) 409 

Difficulties  tliat  confrcmt  Congress  in  passing   (Clark) 244 

Impossibility  of  individual,  in  regard  to  i-ailroads  (Garretson) 106(i 

National,  affecting  railroad   companies  ])rompted  by   experience  ob- 
tained in  States   (Elmquist) 739 

Necessity  for  additicmal    (Hines) 906,907 

No  wide.spread  necessity  for  railroad  (Cotterill) 1034 

Power  of  Congress  to  pass,  that  is  destructive  of  riglits  under  State 

charter    (Clark) 246 

Repeal  of  a  law  is   (Thorn) • 473 

To  be  enacted  under  proposed  plan  (Cuyler) 327 

Twenty-one  months  after  war  ample   time  for  congressional,   with 

respect   to   roads    (Thom) 469 

TiOgislative  bodies,  dependence  of  connnissions  upon   (Thom) 505 

Liability  of  carriers,  suggestion  for  joint  and  several  (Houck) 172S 

liiens,  95  per  cent  of  railroad  mileage  is  covered  by  (Rich) 721 

TJtigation,  proposed  system  of  reparation  pending  (Thom) 511-512 

Loading : 

Cars    in    excess    of    miniminn    weight    benefits    carrier    and    public 

(Kruttschnitt) 579 

Heavier  tlie  loading  the  more  economical  transportation  (Clark) 3(56 

Maintenance   of   heavy   loads   for   cars   should   be   continued   under 
peace  conditions — 

McAdoo 15 

Kruttschnitt -"Oo 

War  Industries  Board  refused  to  allow  the  purchase  of  materials 

unless  a  man  would  buy  a  maximum  carload  (Kruttschnitt) 580 

Loan,  appro])riation  to  assist  railroads   (Willard) 1238-1239 

Local  conditions,  unfamiliarity  of  Interstate  Conunerce  Commission  ex- 
aminers with    (Cotterill) 1040-1041 

Locomotives : 

Builders   of,   to   give  preference   in   delivery   to   the   allies    (Krutt- 
schnitt)   •">>'^ 

Delivery  of.  ordered  by  S.  P.  Co.,  deferred  because  Government  was 

building  (Tovernment  locomotives  (Kruttschnitt) 571 

Difiiculty  of  roads  to  acquire  (McAdoo) 5 

Tnade(|uate  facilities  for  repairing  (McAdoo) 5 

Necessary  new,  needed  yearly   (McAdoo) 92 


INDEX.  XXXI 

Locomotives — Continued.  Page. 
Number — 

Added  and  retired,  1908-1916  (McAdoo) 92 

Ordered  and  price  paid   (Hines) 958-960 

Ordered  and  undelivered    (Kruttsclinitt) rioS 

Stored  for  winter  service — 

McAdoo 1 0 

Kruttsclinitt 558 

Operated  under  steam  from  factories  to  point  of  delivery  (McAdoo) _  11 

Percentage  in  shops  or  awaitiu.s  slioppins  (Kruttsclinitt) . 55S 

Standard,  for  all  roads  impractical)le  (Kruttsclinitt) 319 

Standardizaticm  of  (IMcAdoo) 27,28 

Impossible    (Kruttscbnitt) 590 

Plans  for,  made  by  Railroad  Administration   (Kruttscbnitt) 582 

Transferred — 

From  one  line  to  another   (McAdoo) 38 

From  one  line  to  another  by  War  Board  (Kruttscbnitt) 601 

From  one  territory  to  another  prior  to  and  subsequent  to  Federal 

control  CMiAdoo) 5-6 

Types  of,  for  Railroad  Administration   (Kruttscbnitt) 584 

Unnecessary  use  of.  tbrouffb  duplication  of  train  service  for  competi- 
tive reasons   (]\IcAdoo) 38 

Loss : 

Equalization   of    (Woolley) 421 

Expense  of  opera tiiiir  sreater  than  revenue,  10  months  ending  October, 

1918    ( McAdoo) ___! 57-58 

Loss  and  damage  claims: 

Authority   for   limitation  that   claims  be  made  within   four  months 

from  time  of  shipment   (Clark) 370 

Carriers'  methods  of  computins;  (Houck) 1730 

Delay  in  settlement  of    (Thorne) : 624 

Difficulty  in  settling,  under  Federal  control    (Houck) 1731 

Director  General's  Order  No.  57,  arbitrary    (Thorne) 621-623 

Entered  in  railroad  accounts  as  operating  expenses  (Clark) 369 

Proposed  plan  for  settlement  of  legitimate   (Houck) 1731 

Revision  of  General  Order  No.  57   (Hines) 854.862-867 

Statement  of,  pending  and  unpaid,  on  November  1,  1918,  requested 

(Clark) 1 , 370 

Louisville  &  Nashville  Railway  system,  investigation  of   (Todd) 1361 

Lovett,  Judge,  cancellation  of  obligations  by   (Thoni) 453 

Lumber,  increased  cost  of    (McAdoo) 1 21 

McAdoo,  Hon.  William  G.,  Director  General  of  Railroads,  statement  of 4 

McCliord,  Commissioner,  correspondence  between,  and  Francis  H.  Sissou 

(Clark) 286 

:\[cGehee,  A.  J.,  letter  of,  to  J.  M.  Dewberry,  quoted  (Woolley) 387-389 

Machinery  of  proposed  plan   (Cuyler) 327 

Maintenance : 

Commission  should  exercise  general  supervision  over    (Freer) 1188 

Not  up  to  contract  undertaking  (Hines) 960 

^laintenance  and  operation,  method  for   (Clark) 279 

Management : 

Detined    (Rich) 728 

:Mileage  and,  of  railways  of  the  world   (Todd) 1340 

Of  roads  by  one  man,  not  favorable   (Clark) 257 

Mandamus  against  Interstate  Commerce  Commission  requested  by  Kansas 

City  Southern  Railway    (Clark) 371 

Market  quotations,  railroad  stock,  Julv  1,  1914;  April  7,  1917;  October  1, 

1917:  Decemlier  28,  1917;  November  2,  3,  10,  and  27,  1918  ( Woolley )_  379-407 

Market  value,  railroad  lands  can  have  no   (Plumb) 1009 

Marsh.  P>en.iainin  C.,  statement  of 1262 

Massachusetts   Commission,   letter   of.   to   Judge   Prouty   on  question   of 

commutation   rates    (Elmquist) 751 

^Materials  should  be  taken  into  consideration  as  well  as  revenues  by  gov- 
ernmental agency    (Kruttscbnitt) 577 

Maxi.num    rate,    regulating    tribunal    should    have    power    to    prescribe 

(Clark) 235 
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Fag«. 
Merchant  marine : 

Advisability  of  requiring?  railroads  to  own  (Clark) 373 

Being  built  could  be  operated  in  connection  with  railroads  under  Gov- 

ernuient  control    (Clark) 372 

Unification  of  railroads  with  (Clark) 255 

Merger.     (Sec  Consolidation  of  railroads.) 

INIeyer,  B.  H.,  address  by,  on  cooperation  between  State  commissions  and 

Interstate  Commerce  Commission  (Elmquist) 748 

Mileage : 

Coast,  of  United  States  (Woolley) 391 

Data  relating  to  steam  roads,  years  ended  June  30.  1900,  to  1916 1741 

Double  track,  in  South  small    (Cottcrill) 1039 

Increase  of  30.000  miles,  1906  to  1916  (Clark) 250 

Navigable  streams  in  the  United  States  (Woolley) 391 

Practice  of  paying,  for  cars,  one  carrier  by  another,  should  not  be 
continued  under  peace  conditions — 

McAdoo 16 

Kruttschnitt 562 

Railroad,  95  per  cent  of ,  covered  by  liens  (Rich) 721 

Railroads  under  Federal  conti'ol  (Woolley) 382,407-417 

Railways  of  the  world  (Todd) 1340 

Steam  and  electric  roads  and  navigable  rivers  (Willard) 1221 

Mileage  lates.     (See  Rates.) 
Mileage  system : 

Adoption  of,  will  bring  about  commercial  and  economic  readjustment 

( W^oolley ) 421 

Effect  of,  on  weak  lines  (Woolley) 428 

Trial  of,  under  private  control  dangerous  (Woolley) 422,423 

Mileage  tickets,  universal,  should  be  continued  under  peace  conditions — 

McAdoo 15 

Kruttschnitt 561 

Minimum  rate : 

Commission  denied  power  to  fix 394 

Commission  sliould  have  autlioritv  to  prescribe. 

Freer i 1188 

Kea 1316 

Memorandum  of  citations  and  quotations  from  reports  of  the  commis- 
sion rt'coDmionding  jiowcr  to  fix   (Clark) 374 

I'owt'r  to  initiate,  to  ('(trrect  evils  (Clark) 248 

Ufgulaling  trii)unal  sliould  luive  jtower  to  jirescribe  (Clark) 235 

I>Iininnim  wage,  desirable,  but  not  a  cure  for  the  wage  evil  (Garretson) —  1092 
Mitiimuin  weight: 

Part  of  rate    (Clark) 367 

Railntads  have  shown  a  disposition  to  increase  (Clark) 367 

Minnesota  State  rates,  table  of  (Houck) 1733-1739 

]Mississippi    River,   vessels   leased   and   pui'chased   to   develop   traffic  on 

(McAdoo) 24 

Money  borrowed  by  railroads  from  the  Government  (Cuyler) 318 

INIoney  market,  (Jovernment  control  necessary  in  order  to  avoid  interfer- 
ence with    (Kruttschnitt) •">69 

Morton,  Earl  H..  statement  of 1196 

National  Association  of  Owners  of  Railroad  Securities: 

Plan  of.  for  return  to  private  control 1277-1288 

Views  of   (Warfieid) T89 

National  Association  of  Railway  and  Utilities  Commissioners: 

Resolution   adopted    liy.   against   establishment   of  unform   standard 

scales  of  distance  class  rates  (Elmquist) 741 

What    constitutes    (Elmquist) 738-739 

National  Association  of  Itailway  Connnissioncrs.  resolution  adopted  by, 
for  cooiXM-atioii   between   State  commission   and    Interstate  Commerce 

Commission     (Elm<inist) '^•^2 

National  l)ank  act  '-ame  out  of  Civil  Wai-  (Woolley) 40n 

National  (ni'.rgency,  Secv(>tary  of  Transportation  to  determine  (Cuyler) _  337 

National  or  State  authorities,  expense  of  carriers  controlled  by   (Thorn).  494 

National  Railwavs  Association  slumld  be  created   (Warfieid) 811-812 

1145-1148 
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XaviLrnhle  srioanis,  inilca.^e  of.  in  tiie  I'liitod  St;ites    (Woolley) 391 

Xeiiotiations  between  (Joveninient  and  carriers  over  contracts  (Thorn) 454 

Nesro,  effect  of  wase  inci-eases  npon.  of  the  South  (Cotterill) 1034 

New  P^n.uiand.  letter  of  John  K.  Kenton  to  Charles  E.  Elniquist,  covering 

question  of  legislative  conditions  in    (Elniquist) 752-7r)4 

New  York  Barge  Canal,  ves.sels  purchased  and  leased  to  develop  trarhc 

on     (McAdoo) 24 

New  York  Central  R.  R..  capitalization  of  (Thoni) 502 

New  York,  New  Haven  &  Hartford  R.  R.  Co.: 

Could  he  better  handled  bv  the  I'ennsylvania  than  the  Government 

(Clark) 269 

Investigation  of  financial  transactions  of   (Todd) 1846 

Newlands  committee : 

Testimony  taken  before,  printed  as  an  appendix  to  this  hearing  (Un- 
derwood)   377 

View  of  Mr.  Thom  in  regard  to  issuance  of  stock  before  (Clark) 852 

Obligations,  cancellation  of,  by  Judge  Lovett  (Thom) 453 

Ocean  rates,  authority  over  (Clark) 372 

Off  line  agencies,  aiiandonment  of  (McAdoo) 16 

Ohio  River,  new  equipment  not  placed  on  (McAdoo) 26 

Oil,   movement  of    ( McAdoo )_ 9-10 

Operating  conditions,  statement  of.  for  1917  and  1918  (Clark) 264 

( )perating  efficiency,  guaranty  of  return  without  control  of,  a  fatal  mis- 
take   (Garretson) 1070 

Operating  expenses : 

Causes  for  increase  in   (McAdoo) 95-96 

Director  general  should  pay  .judgments  and  charge  to  (Thorne) 620 

Estimated  increase  in  pay-roll  charges  to,  due  to  advance  in  wage 
rates  over  those  in  effect  December  31,  1917,  as  authorized  by  Gen- 
eral Order  No.  27  (Hines) 1553 

Increase  in — 

Due  to  increased  prices  of  materials  and  supplies  (McAdoo) 6 

Mox-e  than  a  billion  dollars  (Cowan) 1308 

Of  1918  over  1917  (Kruttschnitt) 563 

Pav-roll  charges  to.  Class  I  roads  under  Federal  control,  calendar 

years  1918  and  1917  (Hines) 1551,1552 

Reduced  by  eliminating  unnecessary  trains  (Kruttschnitt) 597 

Scale  of,  vastly  increased   (Thom) 462 

Operating  income.     {See  Income,  net;  Income,  operating.) 
<»perating  ratio: 

Average  for  11  months  ended  November  30,  1918,  compared  with  same 

months  for  1917   (Thom) 474 

June.  1918.  compared  with  June,  1917  (Thom) 474 

Nine   months   to   September   30,   1918,   and   to    September   30,    1917 

(Finn) 779 

Years  ended  June  30,  1915;  June  30,  1916;   June  30,  1917,  and  for 

part  of  1918  (Thom) 463 

Operation : 

Commission  should  exercise  general  supervision  over  (Freer) 1188 

Confusing  regulation  of  some  feature  of  (Rea) 1313 

Failure  of  present  (Jovernment  method  of  (Finn) 774 

Government  leases  for    (Salmon) 1433 

Necessity  for  economy  in  (Cowan) 1309 

Plan  evolved  for  efficiency  of  railroad  (Plumb) 997-998 

Questions  of,  should  not  be  handled  bv  Interstate  Commerce  Com- 
mission (Fulbright) 688-689,694 

Suggestions  for  economies  of  (Plumb) 1003 

Operations,  Division  of  Railroad  Administration,  report  of  Director  Gen- 
eral to  President  (McAdoo) 125-226 

Organization  : 

Detinition  of    (Thom) 458 

Demoralization  of  Interstate  Commerce  Commission,  due  to  Federal 

control    ( Woolley ) 405 

Extension  of  Government  control  will  create  new  (Thom) 459 

Railroad,  retained  only  to  a  certain  level  (Thom) 458 

Reduction  in.  as  an  economy   (McAdoo) 11 
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rncitic  I'ailwnys.  promotion  of  (Todd) 1344 

Pniinnin    Cauul,    water   transportation    through    should    be    witliout    toll 

(Cowan) IB;)';) 

Panic,  mileage-system  trial  under  private  control  would  cause  (WooUey)__  42:? 
Passenger  equipment,  need  of.  for  transportation  of  troops,  causes  civiiran 

inconvenience  (McAdoo) 28 

Passenger  service,  elimination  of,  as  an  economy  (McAdoo) 11 

Passengen-train  miles,  number  saved  during  first  seven  months  of  Fed- 
eral control    (McAdoo) 31 

Peace,  enormous  and  destructive  powers  of  Railroad  Administration  not 

necessary  in  time  of  (Thom) 43!) 

Peak   load,    railroads   under   private   management    not    able   to    handle 

(McAdoo) 3ri 

Pennsylvania  R.  R.  Co. : 

Cjipitalization  of   (Thom) •■'>02 

Not  one  share  of  stock  disposed  of  by,  for  5*  years  (Thom) -"iiH 

I'ensions,  plan  of  should  be  provided  (AVillard) 12oT^ 

Per  diem,  abolition  of,  charges  for  use  of  cars   (Clark) , 365 

Per  diem  rental,  j^ayment  of,  for  use  of  freight  or  passenger  cars  of  one 
carrier   by   another   should   not  be  continued   under  peace  conditions 

(McAdoo) -, 16 

Perishable  freight,  sale  of.  Director  General's  Order  No.  34  (Thorne)—  631-632 
Permit   system : 

Adoption  and  explanation  of   (McAdoo) 14-15 

Continuation  of,  in  peace  times — 

McAdoo 88-90 

Kruttschnitt 560 

Could  be  effected  to  prevent  congestion  without  Government  owner- 
ship or  operation    (Kruttschnitt) 578-579 

]\Ieasure  adopted  to  jirevent  congestion  (McAdoo) 36 

Not  favored    (Full)right) 693 

Physical    operation,    regulating    body    must    have    additional    authority 

over    (Clark) -  236 

Plumb,  Glenn  E.,   statement   of . 985 

I'olice  power : 

Making  of  rates  held  to  lie  (Clark) 359 

State  comnussions  would  ))e  limited  to.  under  i)lan  for  Government 

regulation   (Cuyler) -^IS 

State  exei-cises  a    when  fixing  a  rate   (Clark) 283 

State  rights  should  be  preserved  (Fulbright) 698 

Policy  sliould  be  adopted  as  to  treatment  of  railroads: 

kruttschnitt ^"^ 

Gai-retson T^71 

Political    acti\ities: 

Of  railroad  employees,  clause  of  Director  General's  Order  No.  48  re- 
lating to    (Plumb) 987 

Order  limiting,  of  employees   (Hines) 979-982 

Political  agencies,  regulation  through   (Thom) 506 

Political  influence,  effect  of.  on  Cabinet  officer  as  Secretary  of  Trans- 
portation   (Cuyler) ?512 

Political   odicer.   control   of  rates  in   hands  of,  will   prove  disastrous  to 

railroads    (Rich) 719 

Politics : 

A  necessary  occupation  under  private  ownership    (Finn) 757 

Administration  of  railroads  can  not  be  kept  out  of  (Thom) 528 

Interstate  Conunorce  Connnission  not  influenced  by  partisan  (Rich).  724 

Question  of  Government  control    (Hines) 878 

Railroad  controlled  Interests  ;i   factor  in    (Finn) 757-758 

Railroad  problem  an  issue  of  (Plumb) ^ 98" 

Under  private  control  raili-oads  are  required  to  engage  in  (Finn) 784 

Wage  increase  of  railroad  cnqdoyees  had  no  effect  upon   (Finn) 757 

Warp  and  woof  of  our  national  life  is  (Thom) 506 

Pooling : 

Advisability  of  permitting   (McAdoo) 110-112 

Competition  never  more  severe  than  when  permitted  (Kruttschnitt)-  588 
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Pooling — <  Continued. 

Earnings    (Kruttschnitt) 587 

P^arnings,  results  of  (Clark) • 248 

Equipment — 

Fulbright 693-694 

Prince 1379 

Modification   of  act   to  permit — 

Clark 243 

Freer 1186 

Not  proper  remedy   (Hines) 961 

Of  facilities,  effect  upon  cost  of  transportation  (Cuyler) 326 

Of    repair    shops    should    be    continued    under    peace    conditions 

(Kruttschnitt) 560 

Opposed  to,  as  it  destroys  competition  (Fulbright) 690 

Proposed  plan  for  permission  not  desir«il)le  (Hines) UOl 

Kail  and  water  carriers  under  Federal  authority  (Elliott) 1256 

Terminal  facilities  and  equipment,  necessity  for  (Amster) 1176 

Ports,  distribution  of  trafhc  among  various,  in  order  to  avoid  ct>ngesti()n 

(McAdoo) 37-38,49 

Postal  Service,  Government  owns  and  operates  (WooUey) 427 

Power : 

Delegation  of  arbitrary,  to  President   (Thorn) 472-473 

Exercise  of,  by  President,  if  Federal-control  act  extended  (Thom) 438 

Of  one-man  control  not  favorable  (Clark) 257 

Past  abuses  of  (Thom) 453 

Power  of  commission.     (/S'rc  Interstate  Commerce  Commission.) 

Power  of  Congress,  State  must  submit  to  regulations  necessary  to  carry 

out,  under  the  Constitution  (Cowan) 1302 

President : 

Arbitrary  power  delegated  to  (Thom) 472-473 

No  constitutional  authority  for.  to  regulate  commerce  (Thom) -172 

Power  conferred  upon,  by  Federal-control  act  (Clark) 282 

Power  of — 

Over  destinies  of  carriers  inilimited  (Thom) 1 456 

Survives  if  Federal  control  extended  (Thom) 43S 

To  initiate  rates  should  be  withdrawn  (Thom) 756 

To  override  the  act  to  regulate  commerce  (Thom) 471 

Cnder  Federal-control  act  (Thom) 433 

Under  section  10  of  Federal-control  act   (P]lmquist) 740 

I'ower   to   relinquish   should   be   repealed   if   control   extended    (Mc- 
Adoo)   106 

Public  should  be  given  notice  of  rate  changes  (McAdoo) 54 

Rail-transportation  problems  required  to  be  solved  by   (Woolley) 392 

Rate-making  powei-  should  be  extended  (McAdoo) 52,5) 

Rate-making  power  should  be  repealed  (Thorne) 620 

Right  to  prescribe  rates  for  intrastate  traffic  (Clark) 283 

Should  be  authorized  by  law  to  assume  possession  in  time  of  emer- 
gency   (Clark) 232 

Statement  by,  when  carriers  were  placed  luider  Government  control 

(Finn) 758-759 

Unconstitutional  to  confer  power  to  regulate  commerce  upon  (Thom)_  472 

Withdrawal  of  power  to  turn  back  roads  (Clark) 272 

Prince,  Theodore,  statement  of 1367 

Private  control : 

Approval   of,  bv    Southern   Wholesale   (Jrocers'   Association    (Cotter- 
ill) 1049-1050 

Best  results  in  initiation  of  rates  obtained  under  (Cotterill) 1049' 

Congress    should    have    opportunity   of   legislating   before   returning 
roads  to — 

Cuyler 318 

Thom 469 

Consensus  of  opinion  for,  in  lieu  of  Government  control  (Plumb) 99(> 

Decline  in  prices  of  stocks  following  McAdoo's  threat  to  return  roads 

J:o    (Woolley) 381 

Domestic  tranquillity  imjiossible  with    (Todd) 1337 
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Private  control — Continued.  Piige. 

Effect  upon  wages  and  labor  if  roads  returned  to  (Plumb) 992 

Employees  did  not  receive  a  livingc  wage  under  (Condon) 1385 

Failure  of  cooperation    (McAdoo).^, ^i 120 

Failure  of,  denied   (Kruttschnitt) ^ 555 

P^undamental  features  of  plan  for  return  to  (Kruttsclmitt) 564 

If  to  he  continued,  roads  should  be  immediately  returned    (Garret- 
son)  ■ 1055 

Innnediate     return    of     roads     without    preparation     will     discredit 

(Thom) 469 

Just  rates  for  consumer  under,  impossible   (WooUey) 394 

Lack  of  initiative  under   (Finn) " 783 

Memorandum  as  to  legality  of  jn-oposed  plans  of.  presented  by  Na- 
tional Association  of  Owners  of  Railroad  S;-curities '_  1277-128'! 

Mileage  system  ti'lal  under,  dangerous   (Woolley) 422 

Operation  (»f  roads  under,  destroys  individual  initiative  (Finn) 782 

I'ossible  solution    (McAdoo) ' 3(» 

Preferred  to  (rovernment  control  (Plumb) 990 

I'uhlic  desire  for  return  to,  reasons  for  (Kruttschnitt) .564 

I'ublic  sentiment  not  ready  at  moment  to  continue  system  other  than 

( Thom )    '_ 481-182 

Keiison  for  greater  success  under,  than   under  Government  control 

((]!arretson)    1079 

Peasons  why  railroad  emi)loyees  opposed  to  (Condon) 1.386 

Roads  should  be  returned  to — 

Fulbright 675 

Rich    717 

Cotteril!  1028 

Roads  should  be  returned  to.  by  December  31.  1919  (Elmquist) 744 

Roads  should  not  be  turned  back  to  (Woolley) 406 

Roads  would  not  be  taken  out  of  politics  under  (Plumb) 996 

Siiould  l)e  contiiniel  (Rra) 1312 

Special  i)rivileges  accorded  commercial  bodie.s  under  (Garretson) 1080 

Urging  return  to  (Cowan) 1300 

I'rivate  interest,  consoiidation  should  never  be  permitted  to  be  carrieil 

on  by   (Garretson) 1076 

Private  management : 

Cost  of  operation  lowi>r  un<ler.  than  Goveriunent  conti'ol   (Hines) 964 

Railroads  under,  not  able  to  Iiandle  peak  load   (^NIcAdoo) 35 

Rivalry  injurious  to  jjublic   (McAdoo) 36 

Private  o])eriition,  more  economical  tlian  (Jovernment  operation   (Clark).  279 

Pi'ivate  ownershiji : 

I)Ull('tin    of   ilureau    of    Railway    News    and    Statistics    in    favor    of 

(  Finn)   779 

Cariiei's    interest    under,    is    to    collect    all    the    traffic    will    bear 

(Woolley) .394 

Demands  of  public  can  not  i>e  met  by  (Finn) 756 

T>is;idvjuitages  of  turning  l)ack  before  reforms  made  ((^lark) 271 

Effect  ui)on  present  wage  scale  (Cuyler)- .320 

Evils  under    (Woolley) 405 

Justice  and  equity  in  nites  under,  impossible  (Woolley) 391 

Organized  capital,  labor,  and  the  (Jovernment  can  not  live  in  iierma- 

nent  p(>ace  under    (Finn) 785 

Politics  a  necessary  occupation  under   (Fiiui) 757 

Proven  impossible  to  ascertain  cost  of  oitei-ation  under  (Woolley) 394 

Railroads  :ire  requii'ed  to  enga.ge  in  politics  under   (Finn) 781 

liailroads  found  inefficient  mider.  in  time  of  war  (Woolley) 405 

Railroads  operated  at  a  maximum  profft  under  (Fiiui) 781 

Reasonable  notice  given  bi>fore   restoration    (Clark) 234 

Reforms  should  be  nuule  before  turning  back  to   (Clark) 271 

lioads  coiild  have  met  situation  better  if  they  had  been  allowed  to 

pool  their  ti-.-iMie  and  earnings   (Cuyler) 333 

Should   be  (Jovernnient   regulated    (Clark) 234 

Success   of    (Elliott) 1254 

Withdrawal  of  power  from  President  to  turn  back  to  (Clark) 272 
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Carrier's,  should  bo  considered  as  a  whole  (Wooliey) 430 

Excess,  should  be  divided  with  labor — 

Wartield 793 

Hines 901 

Garretson 1083 

Willard 1207, 1223 

Railroads  operated  luider  private  ownership  at  a  niaximuni  (Finn)_       784 
Railroads  should  not  be  operated  for — 

McAdoo 23,53 

WooUey 400 

Garretson 1055, 1077, 1088 

:\Iarsh 1273 

Standard  of  wages  involves  distribution  of  profit  (Garretson) 1090 

Profit-and-loss  account  of  the  railways  considered  as  a  system  for  year 

ended  June  30,  .1916  (Kruttschnitt) 604 

Profit-sharing  plan,  opposed  to  : 

IMorton ' 1196-1197 

Marsh 1271 

Property  : 

Act  which  takes,  without  compensation  determined  unconstitutional 

by  Supreme  Court  (Thorn) 461 

Defined   (Plumb) 1006-1007 

Power  to  deal  with,  under  the  Constitution  must  be  clear  (Plumb) 459 

Private,  power  of  regulation  immense  when  dealing  with   (Thom) 459 

Private,   right   of  Government   to  take  and  use  for  idefinite  time 

(Thom) 461 

Railroad,  exercising  right  of  eminent  domain  to  sell  (Clark) 275 

Value  of  use  of,  might  rise  or  fall   (Thom) ■ 461 

Property  investment,  meaning  of  should  be  disclosed   (Plumb) 1005 

Property  protection,  measures  adopted  to  prevent  theft  and  damage  to 

shipments    (McAdoo) 10 

Prosperity,  banner  year  1916,  in  railroading  (Thom) 486-489 

Protection,  industry  has  received,  by  war  Industry  departments  (Thom)_       462 
Prouty,  Judge: 

Address  by,  before  American  Bar  Association  on  "A  fundamental 

defect  in  the  act  to  regulate  commerce"  (Thom) 497-499,503 

Extract  of  letter  from  Massachusetts  Commission  to,  on  question  of 

commutation  rates    (Elmquist) 751 

Public : 

Excess  earnings  should  be  used  in  interest  of  (Amster) 1167 

Exercise   of   i-ate-making  power   and   tax   of,   to   produce   guarantv 

(Cuyler) 328 

Interest    of    shippings    depends    on    adiustment    of    freight    rates 

(Cuyler) 330 

Plan  proposed  I)y  Railway  Executives  Advisory  Committee  ignores 

the  people    (Cu.vler) 334 

Right    of    appeal    to    commission,    where    rates    initiated   by    roads 

(Cu.vler) 325 

Should   have  a   voice  in   regard   to  rates  rather  than  private   indi- 
viduals selected  by  stockholders  (Cuyler) 330 

Views  of  micontrolled   secretary  of  transportation  will  not  be   ac- 
cepted by    (Thom) 508 

Public  authority,  expenses  are  made  by  the  exactions  of  (Thom) 493 

Public  confidence  in  railroad  investments  has  declined  (Thom) 492 

Public  highway : 

Function  of  establishing,  conferred  upon  the  Federal  Government  by 

the  States  (Plumb) 1      993 

Railroads  are — 

Finn 784 

Plumb lOOS 

What  constitutes  a  successful  operation  of  (Finn) 760 

Public  interest : 

Adjustments  in  wages  and  working  conditions  found   necessary  in 

.(.Kruttschnitt) , 578 

Consolidations  should  be  permitted  only  to  requirements  of  (Cowan) _     1310 
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Public  interest — Continued.  Page. 
Construction  sliould  be  limited  to  necessities  and  convenience  of  (Elm- 

quist) 754 

Evils  growing  out  of  present  plan  of  rate  fixing  (Woolley) 394 

Initiation  of  rates  by  carriers,  power  of  suspension  in  secretary  of 
transportation  and  power  of  setting  aside  in  Interstate  Commerce 

Commission  will  protect  (Thom) 511 

Issue  of  Government  ownership  must  be  determined  on  merits  and  in 

(Thom) 459 

Merger  of  roads  may  be  found  desirable  in  (Clark) 238 

Protection  of.  by  Railroad  Administration  (Hines) 855,858,861 

Railroads  and  shippers  only  have  been  considered  (Woolley) 383 

Rates  should  be  readjusted  to  do  justice  to  entire  public  (Woolley) 401 

Solution  of  railroad  problem  must  be  just  to  (Plumb) 987 

Transportation  a  great  (Thom) 506 

Unification  of  railroads  will  benefit  (Woolley) 1 403 

Would  be  preserved  by  appointment  of  secretary  of  transportation 

(Kruttschnitt) 576 

Public  operation  of  utilities,  danger  of  (Elmquist) 746 

Public  ownership : 

In  accord  with  our  Constitution  (Todd) 1337 

Summary  of  proposed  bill  for  (Todd) 1329 

Public  policy : 

Congress  creates  (Plumb) 991 

Hostility  to  railroads  (Warfield) ' 790 

Public  sentiment  not  at  the  moment  ready  to  continue  other  than  system  of 
private  control   (Thom) 481—482 

Public  service  and  accounting,  division  of,  established  (McAdoo) 29 

Public-service  corporations,  sentiment  in  most  States  is  for  extension  of 

State  regulatory  power  over  (Elmquist) 739 

Public-service  freight  bureaus,  establishment  of  (McAdoo) 16 

Public  tribunal,  extensions  or  new  railroads  should  be  determined  by 

(Rich) 729 

Public  utilities,  operation  of.  a  governmental  function  (Garretson) 1076 

Quasi-iudicial    bodv.    Interstate    Commerce    Commission    to    be    made 

(Cuyler) 312 

Rail  and  water: 

System  should  coordinate  (Elmquist) 755 

United  activities  between  carriers  bv.  if  restored  to  private  owner- 
ship   (Clark) ■ 235 

Rail-and-water  carriers : 

Interchange  of  traffic  between  should  be  encouraged  (Freer) 1188 

Sliould  be  permitted  to  combine  under  Federal  authority  (Elliott) —  1256- 

Railroad  Administration: 

Accounts  koi)t  in  accordance  with  rules  of  commission  (Clark) 356 

Assumption  of  power  over  State  rates  by   (Rich) 716 

Classifications  and  salaries  of  eninloyees  (Hines) 1542-1553 

(Continually  modifying  Director  ffonoral's  order  No.  28  (Clark) 345 

Cooperation  of  railway  executives  with   (Woolley) 431 

Oisposition  of.  to  do  best  it  can   (Cowan) 1290 

Disregard  of  laws  by  (Houck) 1727 

Enormous  and  destructive  powers  of,  not  necessary  in  times  of  peace 

(Thom) 439 

Expenditures  of  central  organization  of,  at  Washington  not  included 

in  operating  expenses   (Clark) 280 

Expenses  to  Deceiiil)er  31,  1918  (H'nes) 1531 

Forestalling  of  the  purpose  of  (Cowan) 1290 

General  Order  No.  27  of  (Hines) 1553-1614 

Has  absolute  power  as  to  num))er  of  railroad  employees  (Finn) 777 

Inade(iuacv  of  agencies  of  correction  of  improper  rates  and  practices 

(Houck) 1726 

Just  and  fair  treatment  accorded  employees  by  (Condon) 1385 

List  of  officers  and  directors  as  of  .January  1.  1919  (Ilines) 1530 

Obstacles,  acconii»lishnients,  and  reforms  of  (Todd) 1332 

Recapitulation  of  enii)loyees  (Ilines) 15.")(» 

Subdivision  of  (Clark) 347 
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Success  of  proscMit  (Jovcniimnit  control  inuler  (Todd) 1332 

Too  s^enerous  in  disposal  of  wu^^c  increases  (Cotterill) 1034 

Withholding;-  privile.ue  of  reconsifinuient  by  (Honck) 1726 

Ilailroad  ass(M;iation.  Warlield  plan  discussed  (Prince) 1376 

liailroad  problem  : 

Address  by   I'aul  M.  Warburg  on  the  main  principles  on  which  the 

solution  of,  should  be  soiii^ht 1103 

Plan  by  Jules  8.  Bache  for  solution  of 1099 

Railroad  properties: 

Have  been  bankrupted  through  financial  deals  (Clark) 236 

Suggested  plan  for  acquiring   (Plumb) 1015 

Ilailroad  property  defined  (Plumb) 1088 

Ilailroad  wage  commission,  appointment  and  report  of  (McAdoo) 17 

llallroads : 

Advantages  of  authority  to  require  new  roads  to  be  built  into  unde- 
veloped territory    (Clark) 256 

Existence  and  progressive  development  of  (Cowan) 1293 

Federal   control  not  made  necessary   because  railroads   had  broken 
down — 

Wlllard 1201, 1218, 1220 

Elliott 1254 

Public  should  not  be  burdened  by  two,  when  one  will  answer  pur- 
pose   (Clark) : 233 

Stockholders  do  not  manage  (Amster) 1163-1164, 1169, 1171 

Rails  not  heavy  enough  on  most  roads  to  haul  large  cars  (Kruttschnitt)__  584 

Rails  and  ties : 

Number  used  11  months,  1916,  1917,  and  1918  (Mines) 1528 

Number  used  calendar  years  1916,  1917,  and  1918  (Hines) 1540 

Railway  Business  Association,  attitude  of.  toward  Government  control 

(Salmon) 1431-1440 

Railway  Executive  Advisory  Committee: 

Explanation  of  (Guyler) .306 

Plan  of,  for  Government  regulation  of  carriers  (Cuyler) 308,312 

Plan  proposed  by,  ignores  the  people  (Cuyler) 334 

Railway  problem,  paper  of  Benjamin  Catchings  on,  submitted 1400-1430 

Rate  adjustment.  Congress  should  declare  policy  of  (WooUey) 397 

Rate  changes,  numerous,  in  the  past  unnecessary  (McAdoo) 29 

Rate  committees : 

Impracticability  of  (Cotterill) 1043 

No  stenographic  report  made  of  proceedings  (Hines) 883-884 

Suggested,  with  power  of  appeal  to  Interstate  Commerce  Commission 

or  regional  commissions  (Wartield) 793,802,1148 

Rate  fixing,  evils  growing  out  of  present  plan  of  (AVoolley) 394 

Rate  making: 

Address  on  future  course  of,  by  .Joseph  N.  Teal,  quoted  (Woolley)_  386-387 

By  Director  General  not  scientific   (Cuyler) 316 

Government  shall  make  a  guaranteed  return  to   (Cuyler) 327 

Governmental  authority  as  to,  ought  not  to  be  exercised  through  a 

mere  bureau  of  the  Government  (Thom) 506 

Policy  of,  should  be  determined  by  Congress  (Woolley) 402 

Rate  structure : 

Analysis  of  defects  in   (Woolley) 390 

Artificially  built  up  some  communities  and  retarded  growth  of  othei'S 

(W^ooUey)   395 

Certain  localities  and  groups  favored  by  present  (Woolley) 420 

Change  of,  will  revolutionize  business  of  country  (AVoolley) 396 

Complication  of,  in  the  Southeast  (Cotterill) ^" 1041 

Interstate  Commerce  Commission  should  handle  (Woolley) 423 

Interstate  Commerce  commission  specialized  conditions  in  trying  to 

perfect    ( Woolley ) 1 383 

Should  be  on  terminal  plus  straight  mileage  charge  (Woolley) 383 

Standard,  based  upon  uniform  car-mile  rate  plus  terminal  charges 

(Woolley ) 1 449 

tender  competitive  conditions,  has  been  a  gradual  growth  (Woolley)-  383 

Unscientific,  illogical,  and  laden  with  preferences   (W^ooUey) 382 
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Adequacy  of,  previous  to  Government  control  (Hines) 962 

Adequate,  should  be  provided  in  order  to  maintain  credit  (Elliott) 1255 

Advances  by  Director  General  canceled  intrastate  rates   (Burr) 816, 

822-852 
Advances  in : 

Antagonizes  the  shipping  public   (Thorn) 441 

Granted  express  companies   (IMcAdoo) 29 

Passenger  and  freight,  granted  (McAdoo) 22 

Struggle  began  in  1910  for  (Clark) 275 

Under  Government  control  necessary  as  a  war  measure  (Clark)  _       466 

Advantages  resulting  from  unified  control  (McAdoo) 39 

Applicability  of  universal   (Garretson) 1058 

Approval  by  Interstate  Commerce  Commission  before  filed,  not  de- 
sired (Freer) 1188 

Authority  to  initiate  intrastate,  claimed  by  director  general   (Elm- 

quist)    741 

Based  on  mileage  plus  terminal  cost  (WooUey) 398-399 

Basis  for  (Prince) 1375 

Basis  for  suggested   (Marsh) 1263 

Basis  of,  in  United  States  not  low  (Thorne) 608 

Basis  of,  upon  return  of  roads  (Hines) 881-882,885-887 

Bodv    controlling,    should    be    responsible    for    their    financial    effect 

(Warfield) 7921 

Borne  by  farmer   (Marsh) 1265 

Carriers  have  no  control  over,  under  Government  control  ( Hines )_  942-94S 

Carriers  should  have  power  of  initiating  (Thom) 511 

Changes  effected  by  Order  No.  28   (Thorne) 643 

Changes  effected  without  hearing  (Fulbright) 675-677 

Changes  in,  decision  on.  in  special  period   (Thorne) 669 

Changes  in,  without  hearhig   (Thorne) 660-663 

Changes  made,  wltliout  notice  to  State  connnission    (Burr) 821-822 

Commission    better    (|ualified    to    maintain    relation    of    rates    than 

Director  General  (Ci;irk) 285 

Commission  deprived   of  power  t<^>  suspend,   initiated  bv   President 

(Clark)    282 

Comnuitation,  regulation  of.  shouhl  be  left  with  the  States  (Rich) 708 

Comparative  freight  and  cdrnparative  capital  per  mile.  United  States, 

United    Kingdom.    France,    and    (Jermany.      Memorandum    i>f    Mr. 

Kruttscbnitt   701 

Complaint    against,    does    not    involve    only    shipper    complaining 

(Clark)    348 

Conflict  of  law  in  regulation  of,  pamphlet  prepared  by  S.  T.  Bledsoe 

(Thom) 537-551 

Conflicting  State  and   interstate    (Freer) 1189-1193 

Confusion  as  to   (Rea) 1313 

Congress  slumld  establisli  definite  rule  for  making  (Willard) 1201- 

1205,  1209-1217,  1221,  1224 

Construction  of,  under  group  sy.stem    (Clark) 241 

Construction  of,  under  mileage  systenv   (\Yoolley) 423-424. 

Consumer  oidy  intt'i-ested  in  reasonableness  of  (Woolley) 294 

Control  of,  by  States  fruitful  source  of  agitation  and  litigation  (Elm- 

quist)    74G 

Control  of,  in  hands  of  a   political  officer  will  prove  disastrous  to 

railroads  (Rich) • 719 

Courts  do  not  estal)lish  reasonable  (Bunn) 1130 

Decreasing  of,  with  lengthening  of  distance  hauled,  unsound  prin- 
ciple (Woolley) 98 

Determination  of  question  of.  by  using  all  available  ports  neai'est  to 

tlie  i)oint  of  origin  of  the  traffic  (McAdoo) 49 

Direct  relationship  betwee)i  wages  and  rates  (Clark) 235 

Director  Generars : 

Manner  of  filing  (Clark) 466 

Not  in  conflict  with  order  of  connnission    (Clark) 466 

Some  attacked  and  passed  upon  by  connnission  (Clark) 466 

Subject  to  review  by  the  connnission   (Clark) 283 
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I )isc'liarse(l  soldiers  and  sailors,  special    (IMcAdoo) 8 

Double  advance  in,  under  General  Order  No.  28  (Houck) 1723 

r>uties   of   Interstate  Connnerce  Couiniissiou   should   be  confined  to 

hearing  and  determining  controversies  over   (Thorn) 508 

Eft'ect  of.  should  be  considered  as  a  whole  as  well  as  individually 

(Thorn)    532 

Effect  of  unified  system  of  (Houck) 1725-1726 

Effect  upon,  in  case  of  relinquishment  of  control   (McAdoo) 05,74 

Effective    under    Government    control    would    stand    until    changed 

(Chirk)    - 4(57 

Etficieni  servic(>  more  important  than  charges  (Clark) 237 

Equalization  of,  under  regional  railroad  plan    (Hines) 902 

Establishment  of  level,  satisfactory  to  public  and  assure  credit  of 

railroads     (Hines) 901 

Exclusive  Federal  regulation  of — 

Kea 1312 

Salmon    1437 

Expiration  of  Government  control   does  not  cancel,  established  by 

Director  General    (Clark) 467 

Express,  proposed  increase  submitted  to  Interstate  Commerce  Com- 
mission    (Hines) ~ 858-8.59 

Fedei'al  control  over  State,  when  necessary   (Elliott) 12.56 

Foreign  countries  compared  with  United  States  (Thorne) 609-613 

Freight,  not  simply  an  academic  question  to  be  settled  by  shipper 

and  carrier    (Woolley) 383 

General  advance  under  order  28,  considered   (Hines) 8.5.5 

Given  basis,  will  foster  strong  and  hinder  weak  lines  (Hines) 901 

Government  should  initiate  under  act  defining  reasonable  plan  for 

suggested     (Warfield) 801, 1139-1140, 1148 

■  Guaranty  of  fair  return,  weak  and  strong  lines  (Hines) 963-964 

Hardships  imposed  upon  shippers  of  the  South  due  to  advances  in 

(Cotterill)     1045 

Higher  rates  necessarv  to  maintain  roads  under  Government   con- 
trol    (Cuyler) J 324 

Highest  level  in  history  of  railroad,  reached  under  Federal  control 

(Elmquist)     7.50 

Important  factor  in  manufacturing  (Tliorne) 667 

Important  to  preserve  rate  structure  adequate  to  meet  expenses,  upon 

relinquishment  of  roads   (Hines) 891 

Inadequacy  of  agencies  of  Railroad  Administration  for  correction  of 

improper    (Houck) 1726 

Increase  in : 

As  compared  with  operating  costs  (Marsh) 1272 

Compared  with  prices  on  commodities  (Willard) 1241,1261 

Earnings  will  cause  reduction  in   (McAdoo) 71 

.Justified     (Fulbright) 694-695 

Passenger  and  freight,  granted   (McAdoo) 22 

Inducing  motive  where  increases  allowed  (Hines) 977 

Inequalities  to  communities  under  present  system  of  (Woolley) 396 

Initiated  by  director  general  legal  until  changed  (Elmquist) 7-50 

Initiated  by  dii'ector  general  subject  to  review  by  Interstate  Com- 
merce  Commission    (Woolley) 406 

Initiating,  left  to  roads   (Cuyler) 325 

Initiation,  approval  and  review  of  (Rea) 1310 

Initiation  of,  should  be  left  with  carriers  (Cotterill) 1043 

Instituted  l)y  director  general  not  passed  on  by  Interstate  Connnerce 

Commission     (Thom) 466 

Interests  of  public,  provides  for  (Hines) 8.55.8.58,861 

Interstate  Connnerce  Commission — 

And  State  commission  should  make  (Cowan) 1.301 

And  State  commission  power  over,  should  be  restored  (Fulbright)  _  675 

Has  power  to  initiate  (Woolley) .395 

May  prescribe  maximum,  luit  not  minimum  (Woolley) .396 

Not  liberal  in  its  advances  in  (Cuyler) 322 
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Interstate  Commerce  Commission — Continued. 

Power  to  suspend,  should  be  restored  to  (Tliorne) 620,  652,  ttO-'S 

Sliould  be  given  aftirmative  power  over  all   (Rich) 707-708 

Should  be  .civen  power  to  fix  (Rich) 707 

Should  not  be  given  power  over  local  commutation  (Rich) 707 

Should  review  State   (Bunn) 1124 

Just,  for  consumer  impossible  under  private  control  (Woolley) 394 

Line  haul,  should  be  a  flat  rate  per  mile  (AVoolley) 398 

Lower  in  United  States  than  other  countries  (Elliott) 1254 

Lower  than  reasonably  compensatory,  not  a  public  benefit  (Clark) 234 

Making  of,  held  to  be  a  police  power  (Clark) 359 

]\Iemoran<lum  of  questions  and  answers  on  initiation  and  adjustment 

of  (Thom) 509 

Memorandum  on  comparative  freight  rates  and  comparative  capital 
per  mile   between   United    States   and   foreign   countries    (Krutt- 

schnitt) 1524-1526 

Method  of  changing,  under  Government  control  (Burr) 817-818 

Method   of  determining  changes  bv   Railroad  Administration    (Ful- 

bright) 699 

Method  pursued  by  Railroad  Administration  in  changing  undesirable 

(Thorne) 642-658 

Mileage — 

Basis,  undesirable  (Thorne) 660 

Destroys  competitive  basis   (Thorne) 660 

Minnesota  State  rates,  schedule  of  (Houck) 1733-1739 

Pi-ojiosed  scale  submitted  to  Interstate  Commerce  Commission 

(Hines) 859-S60 

Scale    of    class    rates    proposed    bv    Railroad    Administration 

(Thorne) 653-658 

Uniform,  not  desirable  (Burr) 821 

Must  be  reasonablv   compensatorv  in  order  not  to  be  confiscatory 

(Cowan) ' 1301 

No  competition  in  (Amster) 1168,1182 

Not  fixed  on  basis  of  cost  of  service  by  sltortest  line  (Clark) 281 

Not  same  for  all  I'ogional  roads  (llines) 961 

Objection  to,  initiated  by  Director  Ceneral   (Clark) 285 

Order  increasing,  super.seded  all  rates  fixed  by  Interstate  Commerce 

Conmiission,  State  conunissions,  and  State  statutes  (McAdoo) 74,83 

I'lan  evolved  for  reduction  in  (Plumb) KWl 

Power  conferred  upon   President  to  initiate,   should  be  withdrawn 

(Finn) 756 

Power  of —  * 

Commission — 

To  initiate,  would  eliminate  complaints  of  the  pa.st  (Clark) _       253 

To  initiiit(\  would  stabilize  seciu'ities  (Clark) 251 

To  susi)end.  desired    (Freer) 1188 

President  over,  should  be  extended   (McAdoo) .52,53 

State  conunissions  upon  cessation  of  Government  control  (Hines)-     887 
Power  to — 

Initiate,  should  be  given  to  propm-  body  (Clark) 248 

Initiate,  should  be  iriven  to  roads  (Cuyler) 325 

Make,  shcmld  be  left  with  roads  (Cuyler) 316 

Raise,  where  too  low  (Willard) 1227-1228 

Prescribed,  by  Director  General  should  remain  in  force  until  changed 

by  Interstate  Commerce  Conmiission   (Freer) 1184.1185 

Present  State  and  interstate,  to  remain  unchanged  until  Interstate 
Commerce  Conunission  determines  reasonableness  of  return  on  in- 
vestment   (Warfiehl) 804 

Preservation    of    differentials    where    general    increase   in,    allowed 

(Hines) 856 

Presidtmt  should  give  pulilic  notice  of  changes  in  (McAdoo) 54 

Problem  of  future  to  secure  reductions  in    (Klmquist) 750 

Problem  of  making,  for  weak  and  strong  lines   (Prince) 1370,1373 

Procedure    for    changing    at    termination    of    Government    control 

(McAdoo)    84 
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Proposed  niileajie  scale  submitted  to  Interstat^^  Coniniei-ee  Connnis- 

sion    (Hines) S59,  S60 

Public  should  have  a  voice  in  regard  to,  rather  than  private  indi- 
viduals selected  by   stockholders    (Cuyler) 330 

Pub'icity  for  change  in,  desired    (Freer) 118S 

Pui'pose  of  valuation  of  railroads,   should  be  to  determine  reason- 
able (Amster) 1164, 1167, 1180 

Questions  determined  by  local  committees   (Hine.s) 856-S5S 

Readjustment  of,  should  be  to  do  justice  to  entir'^  public  (AVoolley)__       401 

Readjustments  necessary  under  genei-al  advancr-   (Hines) 8.")5-S56, 1)78 

Reasonable  return  on  investment   (Prince) 1376 

Reasonable    return    on    propertv    investment    shou'd    be    obtained 

through    ( Warfield) 792,  793.  S04, 1139,  1149-1160 

Reasonableness  of,  need  not  be  defined  in  statutes   (Full)right) 689 

Rea.sonableness  of.  to  be  determined  by  the  Gonmiission   (Cuyler) 334 

Removal  of  discrimination  caused  by  low  State  rates  (Hines) 887-889 

Restoration     of     authoritv     of     Interstate     Connuerce     Commission 

(Hines)   975-978 

Scale  of,  for  points  in   interior  of  southeast  have  never  been  pre- 
scribed by  Interstate  Commerce  Commission    (Cotterill) 1036 

Section  10  of  Federal  control  act  should  be  reiiealed  (Thome) 619-620 

Section  10  of  Federal  control  act  should  be  so  amended  that  rates  ini- 
tiated by  Director  <;ieneral  could  be  suspended    (Elmquist) 741 

Shipper  more  concerned  in  relationship  than  amount   (Warfield) 1148 

Should   be  both   "reasonable"   and   adequate  to    sustain   the  trans- 
portation service   (Thorn) 533 

Should  be  founded  upon  cost  of  service    (Woolley) 394 

Should  be  initiated  by  carriers   (Fulbright) 690 

Should  be  made  with  relation  to  invested  capital  (Wi'lard) 1204-1205, 

1209-1217, 1221,  1224 

Should  be  readjusted  to  do  justice  to  entire  pul)lic   (Woolley) 401 

Should  not  be  higher  than  reasonable  for  services  performed  (Clark) _       237 
Should    not    go    beyond    point    where    Commission    can    not    control 

(Cuyler)    334 

Soldiers  and  sailors  accorded  specia\  when  on  furlough  (McAdoo) 7 

Stability  of,  desired  by  shipping  public    (McAdoo) : 29 

Standard  rate  structure  ])ased  on  uniform  car-mile  rates  plus  terminal 

charges   (Woolley) 1449 

State- 
Assumption  of  power  over,  by  Railroad  Administration  (Rich) 716 

Basis  of.  iipon  return  of  roads  (Hines) 882,885-887 

Cancellation  of,  by  Director  General   (Burr) 816,822-851 

Commission  sole  tribunal  to  which  comp'aini  may  go  as  to  intra- 
state rates   (Clark) 284 

Confiscatory  if  not  compensatory   (Cowan) 1303 

Control  of,  if  regional  corporations  created   (Hines) 957 

Discrimination  against  interstate  connnerce  (Bunn) 1125- 

1127, 1130-1139 
Effect  of— 

Director  General  Order  No.  28  upon  (Cotterill) 1030 

Government  control  upon  (Thom) 464-465 

Upon  cessation   of  Government  control,   where  changed  by 

Director  General    (Freer) 1185 

Established  as  equivalent  to  a  protective  tariff  (Bunn) 1134 

Generally  lower  than  interstate  rates  (Thom) 498 

Interference  of,  with  interstate  rates  must  be  shown,  before  Fed- 
eral authority  can  fix  (Ricli) 715 

Law,  as  affecting  interstate  rates  (Bunn) 1134-1135 

Mistaken  assumiition  that,  in  the  South,  are  lower  than  interstate 

rates   ( Cotterill ) 1037 

Review  by  Interstate  Commerce  Commission  (Bunn) 1124 

Should  be  dealt  with  by  State  authorities  (Willard) 1206-1207 

State  commissions  shoidd  have  power  to  urake  (Cowan) 1303 

*       System  of  establishing  criticized  (Bunn) 112-5-1127, 1130-1139 
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State  and  interstate — 
Conflicting — 

Rich TOri 

Bunn 113S 

Freer 1189-1193 

Low  State  rates  as  cause  of  discrimination  (Hines) 887-889 

Must  be  controlled  by  Federal  Government  (Rich) 7()o 

Necessity    for    Government    control    over,    article    by    Edgar    J. 

Rich "_ 708-71.') 

State  can  not  be  deprived  of  right  to  make,  in  absence  of  discrimina- 
tion   (Cowan) 1301 

State  commissions  informed  of  advances  or  changes  (Hines) 855,861 

Status    of   existing,    upon   cessation   of    Government    control    (Wil- 

lard) 1242-1244 

Statutory  rule  for  reasonable  and  adequate  (Rea) 1316 

Stimulation  of  promptness  in  initiation  and  changes  of  (Thoni) 511 

Structure  of,  should  be  stable  during  reconstruction  period  (Thorne)_       0(v> 

Suggested  basis  of  future  structure  (Prince) 1382-1384 

Suspension  of  advances  in.  proposed  (Cowan) 1300 

Taken  into  consideration  in  fixing  price  of  grain  (Clark) ^ 242 

Terms  on  which  business  is  conducted  are  controlled  by  (Thoui) 50f> 

Unification  of  State  and  interstate  (Fulbriglit) 082-683 

Wages  not  beyond  question  when,  under  consideration  (Thorn) 514 

Water  transportation  wt)uld  cheapen  freight  (Cowan) 1301> 

What  rates  mu.st  provide  for  in  order  to  be  stifhcient  (Cuyler) 325 

Rea,  Sanniel.  statement  of 1311 

Readjustment : 

Consequences  would  not  be  serious  (WooUey) 428 

Policy  of,  denied  alone  to  railroads  (Thorn) 462 

Readjustment  period,  uncertainties  of  (Thorn) 440 

Readjustment  of  rates,  months  required  to  check  out  and  file  (Clark) 345 

Reasonable  rates.      {See  Rates.) 

Rebilling.  rendering  unnecessary,  by  connecting  or  intermediate  routes. 

should  be  continued  under  peace  conditions  (McAdoo) lt» 

Receipts,  l)asic  principle  is,  from  i>assenger  and  freight  trathc  (Clark) 247 

R(^ceivers.  roads  under  Federal  control  in  hands  of  (WooUey) 382,417 

Receivership : 

Effect  of  termination  of.  on  corporate  deficit  (  Kruttschnitt)_- 594 

I'ercentage  of  rOads  in  hands  of  receivers  (Clark) 269 

Reconsignment.    withholding    privileges   of,   by    Railroad    Administration 

(Houck)__l 1"!;'' 

Records,  disappearance  and  destruction  of  (Garretson) 1073 

Reforms  of  Railroad  Administraticui  (Todd) 1332 

Refrigerator  cars,  special  organizations  to  handle  (McAdoo) 11 

lU'gioual  lH)ar(ls,  labor  and  wages  to  be  dealt  with  by,  not  in  favor  of 

(Willard) l-'^^> 

Regional  Commission: 
Advisal)ilitv  of — 

Fulbright ,685-687 

Wartield 793,  794,  802,  1139,  1148 

Cotterill ^'^-l'^ 

Freer 1189 

p]lliott 1";^''''J 

Creation  of,  similar  to  circuit  courts  (Clark) 347 

Division  of  country  into  (Rea) 1315 

Official  file  of  tariffs  would  have  to  be  maintained  by  each  (Clark)—  350 

To  have  reinesentative  from  each  State   (Clark) _ 348 

Various  i-ailroads  should  be  incorporated  into  several,  and  subject  to 

order  of  (Hines) ^1-' 

AVould  l»e  an  assurance  to  the  public  that  their  local  interests  would 

l)e  safeguarded    (Cuyler) 313 

Would  have  no  reference  ti>  point  at  which  road  is  cut  in  two  or  cut 

111  aiiplicatien  of  rates   (Clark) 349 


INDEX.  XLV 

Reirional  companies:  Page. 
Concentration  of  railroad  facilities  by  the  Government  defeats  real 

competitive  service  (Warfield) 1141 

Consolidation  of  railroad  companies  into  fewer,  not  in  public  inter- 
est (Warfield) 1141 

Likened  to  Federal  Reserve  System  (Warfield) 1143-1144 

Keiiional  control,  distinct,  can  not  be  had  over  rates  that  are  interlocked 

over  the  country  (Clark) 349 

Regional  corporation: 

Competition  would  exist  among   (Hines) 953-955 

Federal  control  (McAdoo) ^ 62 

Regional  director : 

Roving  commission  under   (Cuyler) 318 

Salary  of,  not  prorated   (Clark) 281 

Regional  railroad  companies  (Warfield) 801,  1139,  1146 

Regional  railroad : 

Level  of  rates  not  to  be  the  same  for  all  (Hines) 961 

Matter  of  grouping  not  a  legislative  subject  (Hines) 963 

Opposition  to — 

Willard 1212 

Prince 1374 

Various  railroads  should  be  merged  into  few  (Hines) 903-918 

Regional  system : 

Government  control  (McAdoo) 113 

Of  directors  should  be  eliminated  (Rich) 717 

Regions,  division  of  country  into   (Cuyler) 317 

Regulation : 

Congress  has  not  determined  on  a  system  of  (Thom) 459 

Defined — 

Thom 459 

Rich   728 

Extension  of  Government  control  is  temporary   (Thom) 459 

Most  imi)ortant  matters  for,  and  desirable  -changes   (Cowan) 1297 

Necessity  of — 

Elliott 1253 

Cowan 1294 

I'ower  of,  immense  when  dealing  with  private  property  (Thom) 459 

Some  operating  features  of,  confusing  (Rea) I 1313 

State  conmiissioners  are  the  "  Minute  Men  "  of  (Elmquist) 739 

State  must   submit   to   necessary,   to  carry   out  power   of  Congress 

under  the  Constitution   (Cowan) 1302 

Year  1910  one  of  epochal  years  in  railroad  (Thom) 482 

Regulation     and     experimentation,     fundamental     dliference     between 

(Thom) 459 

Regulaticm  and  management,  defined  (Ricli) 728 

Regulatory  body,  Interstate  Commerce  Commission  should  be  (Rich) 727 

Relation  of  rates,  conuuission  better  qualified  to  maintain,  than  Director 

General   (Clark) 285 

Rental : 

Amount  paid  carriers    (Hines) 944-945 

Net  operating  income  less  than  annual   (McAdoo) 22-23 

Of  carriers  also  involves  rental  of  their  credit  (Thom) ^ 460 

Office,  statement  showing  fixed  annual  charges  for,  as  of  December  31, 
1918— 

Central   organization    (Hines) 1530 

Regional  organization    (Hines) 1531 

Practice  of  paying  per  diem,  for  cars,  one  carrier  by  another,  should 

not  be  continued  under  peace  conditions  (Kruttschnitt) 562 

Proposal  to  take  roads  for  five  years  at  a    (Thom) 460 

Received  by  Southern  Pacific  Co.  for  its  cars  on  foreign  lines  (Krutt- 
schnitt)   573,601-602 

Repair  shops : 

Common  use  of,  as  an  economy  (McAdoo) 11 

Pooling  of,  should  be  continued  under  peace  conditions — 

McAdoo , 1.5 

Kruttschnitt ,560 

Use  of,  under  Federal  control  (McAdoo) 38 
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Repairs :  Page. 

Locomotives  and  cars  combined — 

p]Ieven  montlis,  January  to  November,  3917-18  (Hines) 1529 

Twelve  months,  January  to  December,  1917-18   (Hines) 1541 

Reparation,  proposed  system  of,  pending  litigation   (Thorn) 511-512 

Report,  Director  General  to  President,  Division  of  Operation,  Railroad 

Administration    (McAdoo) 125-226 

Resolutions  adopted  by  American  National  Live   Stock  Association   re- 
garding Government  control    (Cowan) 1289 

Return  on  investment.      (See  Investment.) 
Hevenue : 

Adequacy  of  (Salmon) .' 1436 

Controlled  by  Government   (Thom) ■ 530 

Governmental  regulation  of  carriers'    (Thom) 495 

Interline  passenger,   simplification  of  old  practice  of  apportioning, 
should  be  continued  under  peace  conditions — 

McAdoo 1<3 

Kruttschnitt 562 

Operating — 

Amount    of.    December,    1917,  ^of    separate    operating   railroads 

(McAdoo) 30 

Comparison  of,  1906  with  1916  (Clark) 250 

Part  of,  involved  in  authority  other  than  governmental  (Thom) 495 

Percentage  derived  from  State  traffic  (Thom) 496 

Policv    should    be    adopted    making   definite    return    on    investment 

(Bunn) 1124-1125, 1130 

Railroad  Administration,  1918  (Hines) 948-949 

Wages  taken  into  consideration  in  fixing  (Kruttschnitt) 578 

Revenues  and  expenses: 

Amount,  10  months  ending  October,  1918  (McAdoo) 57-58 

Class  I  roads,  July-October,  1917-18  (McAdoo) 97-99 

Future  of  railroads,  difficult  to  determine  (Hines) 935 

IMonthly   sununary   of,   1918,   1917,    and    average   for   corresponding 

months  in  three-year  test  period  (Clark) 298 

Revolving  fund : 

Amount  asked  for  (Hines) 947 

Equipment  purchased  from,  to  be  owned  by  Government  (Thom) 435 

Tendency  to  use  credit  of  carriers,  after  disappearance  of  (Thom) 433 

Rich.  Edgar" J.: 

Article  by,  on  necessity  for  exclusive  Federal  control  over  State  and 

interstate  rates 708-715 

Statement  of 704 

Right  of  wav.     (Sec  also.  Tracks.) 

Purchase  of.  by  Government    (Clark) 243-244 

Rolling  stock,  economy  in  use  of  (Todd) 3341 

Roules : 

Elimination  of  circuitous,  by  Interstate  Commerce  Commission  (Ful- 

bright ) 692 

Shipiier  sliould  have  right  (o  -select   (Full)right) 693 

Routing : 

AdvisMliiiity  of  permitting  shipper   (McAdoo) 112 

Numi)er  of  miles  saved  by  rerouting  (Kruttschnitt) . —       564 

I'resent  law  invites  uneconomic  routes  and  routing  (Clark) . —       243 

Proposed  method  of,  under  (iovcrnineiit  control  (Woolley) 399 

Rerounting  when  necessary  (Warfield) 811,812.1146.1148 

Slilpper  sliould  have  right  of,  exciMit  in  cases  of  emergency  (Elmqui.st)-        76.) 

Roving  conuuission,  of  regional  director  (Cuyler) 318 

Safety  ai»iiliance  act : 

Includes  carriers  that   are  not   subject   to  the  act    to  regulate  com- 
merce    (Clark) 355 

Road  operating  entirely  within  Colorado  subject  to  (Clark) 355 

Sailing  day  plan  : 

Introduction  of,  for  l(>ss  than  carload  freight  (McAdoo) 11 

JNIaintenance  of,  should  be  continued  under  peace  conditions — 

McAdoo _\5 

Kruttschnitt ^^61 
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Salaries,     classification     of     Railroad     Administration     employees     and    ^^^^' 

(Hines) • ]r,4->-i:",3 

Salary  of  regional  director  not  prorated  (Clark) "     281 

Sale,  perishable  and  nonperishable  freight.     Director  General,  Order  Nos 

34  and  34-A  (Thorne) t532-(333 

Salmon,  W.  W.,  attitude  of  Ilaihva.v  Business  Association  toward  (lov- 

ernment  control 1431-]44{) 

Saving: 

Amount  of.  to  consumer,  by  using  coal  from  nearest  source  of  sup- 
ply   (  Woolley ) ^Qi 

Annual  ton-mile,  by  England  and  Wales,  by  using  coal  from  nearest 

source  of  supply  (Woolley) 39X 

Effected  in  live  regions  in  191S  (Kruttschnitt) .5G3 

Government  ownership  with  private  operation  will  effect,  of  several 

hundred  millions  of  dollars   (Rich) 733 

Seasonal  labor,  inability  of  Federal  Industrial  Commission  to  devise  plan 

for  transportation  of,  due  to  Hepburn  Act  (Garretson) lOSl 

Secretary  of  Transportation  : 
Advisability  of  — 

Thom 507-508 . 

Elmquist 755 

Plumb 986 

Willard 1204. 1221. 1239 

Elliott 1260' 

I'rince 1370.  1,372. 1375, 1377, 1381 

Authority  of,  reviewable  by  another  governmental  body   (Thom) 531 

Authority  to  require  a  common  use  of  terminals  (Cuyler) 337 

Cabinet  officer  as — 

<'uyler 312 

Thom 528 

Fulbright 687 

Warfield 800, 1146 

Rea ^ 1315 

Control  of.  by  interstate  Commerce  Comnnssion  (Thom) 508 

Department  should  be  created  headed  by  (Thom) 506 

Difficulties  if  a  Cabinet  officer  (Cuyler) 315 

Effect  of  political  influence  upon  (Cuyler) 312 

Interstate  Commerce  Commission's  power  to  be  vested  in  ( Amster)__     1176 
Jurisdiction  of.  should  extend  over  whole  field  of  interstate  and  for- 
eign   transportation    (Thom) 481 

Political  advantages  and  disadvantages  of   (Thom) 507-508 

Powers    of     (Cuyler) 335 

Powers  vested  in    (Kruttschnitt) 574 

Proposed    duties    of    (Thom) 507 

Public  opinion  will  not  accept  uncontrolled  views  of   (Thom) 508 

Relationship  between,  and  great  army   of  employees  not   proposed 

(Thom) ^-       507 

To  determine  "National  Emergency"  (Cuyler) 337 

To  have  administrative  functions  now  exercised  by  the  commission 

(Cuyler) 335 

Would  be  easier  to  consult  than  a  larger  body   (Cuyler) 336 

Section  6  of  Federal  control  act,  quoted   (Thom) 432 

Section  9,  case  in  which  Supreme  Court  read,  out  of  the  act  to  regulate 

commerce     (Clark) 348 

Section  10 : 

Of  Federal  control  act,  construed    (Clark) 282 

Right  of  commission  to   review  rates  put  in  by  Director  General 

under     (Clark) 283 

Section  15 : 

Of  Federal  control  act  construed  (Clark) 283 

Words  "  after  a  full  hearing  "  should  be  stricken  from,  of  the  act  to 

regulate    commerce     (Cowan) 1301 
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Securities :  ^^s*- 

Amount  of  capitalization  represented  by    (Warfield) 789 

Commission  should  have  authority  to  regulate  issuance  of : 

Clark    352 

Rich   727 

Freer    1188 

Commission  denied  power  to  govern  issuance  of  (WooUey) 394 

Conflict  of  law  in  regulation  of,  pamphlet  prepared  by  S.  T.  Bledsoe 

(Thorn) 537-551 

Congress  should  authorize  carriers  to  issue,  for  improvements  (Wil- 

lard ) 1209-1225 

Creation  of  regional   companies  and  absorption  of  existing    (War- 

lield) 1140-1143 

End  of  decline  in  market  values  of,  not  yet  in  sight  (Plumb) 1015 

Extension   of   Governiuent    control    would   protect    (Hines) 903-904 

Extracts   from   annutd   reports  and   from  cases   of  the  commission 

relative    to    (Clark) 339 

Federal  Government  should  control  with  aid  of  local  authorities  of 

States    (Elmquist) . 755 

Field  for  speculation  in  railroad,  no  longer  possible   (Thom) 499 

Form  basis  of  the  nation's  business  credit  (Finn) 757 

Future  issues  of,  should  be  supervised  by  Interstate  Commerce  Com- 
mission  and   regional   commissions    (Wartield) 794,811 

Governmental    guarantv    of,    will    lead    to    Government    ownership 

(Warfield) 1 1140, 1143 

Hadley   Commission  appointed  by   President  to  study    (Clark) 352 

Illustration  of  unwisdom  of  State  control  over   (Rich) 728 

Investors   in,   have   right  to   expect   moderate  but   assured   return 

(Thom) 500 

Issuance  of,  ought  to  be  controlled  by  Federal  authority — 

Clark    236 

Cuyler   327 

Thom 515 

Hines   915 

Rea    '- 1312 

Issujuice  of  should  be  contnUied : 

Fulhriglit 690 

Prince 1379 

More  tluui  60  per  cent  of  outstanding,  are  bonds  (Thom) 501 

National    regulation    of    important    construction    expenditures    and 

Issues  of    (Rea) 1314 

No  more  impairment  of  values  of  railroad,  than  other  industrial  or 

public  (Clark) 251 

None  shall  be  issued  except  by  consent  of  Secretary  of  Transporta- 
tion (Cuyler) 334 

Number  of  people  owning  (Warfield) 789 

Owners   of,    i)reter  guaranteed    income   ratlier   than    private  control 

witli  income  uncertain   (Woolley) 380 

Political  effect  on.  under  (Jovernnient  ownership   (Plumb) 995 

I'ower  to  regulate,  and  to  initiate  rates  would  eliminate  coujplaints 

of  the  past   (Clark) 253 

Regulation  of,  where  corporation  is  State  organized  (Clark) 245 

Should  not  be  exempt  from  taxation  (Fulhriglit) 691 

Stabilization  of,  reason  for  (Jovernment  control   (Finn) 759 

Statement  relative  to,  by  Investment  P>ankers' Associsition  of  America 

(  KnittscbiHtt) 560 

Would  be  stabilized  if  power  to  initiate  rates  given  to  commission 

(Clark) 252 

Senate  committee : 

Report  of,  on  subject  of  purchasing  equipment  (Thom) 434 

Healings    before    Newlands    Committee.      (Nrc    Appendix,    vols.    2 
and  3. ) 
Service : 

Adequate,  desire  of  shipping   imblic    (McAdoo) 29 

Coiiiniission  should  exercise  general  supervision  over   (Freer) 1188 

Continuous,  recpiested  of  railroads  (Elliott) 1256 
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Service — Continued.  Page. 

Deterioration  of,  under  government  control    (Cotterill) 10r)0 

Efficient.  nioi'i>  important  tlian  cliarties  (Clarlc) 237 

Sliernian  antitrust  law: 

Consolidation  of  weak  and  stront;  roads  prevented  by   (Tlioni) old 

;\Iust  !)e  repealed  as  it  applies  to  railroads  (Finn) 763 

Shipper,  advances  in  rates  antationizes   (Thoui) 441 

Shippiiii;,  Nation's  part  in  future  of  world,  important  (McAdoo) 42 

Shops,  reasons  for  ciincellation  of  authorization  for   (Kruttschnitt) 570 

Short  lines : 

Effect  on  feeders  of.  if  railroads  nier.ue  (Clark) 273-274 

Federal  control  should  include — 

McAdoo 55 

Hines 972-973 

Morton 1197 

.Meruer  with  Pennsylvania  road  (t'uyler) 323 

Purchase  of,  by  large  carriers  when  such  large  carriers  are  merged 

((Mark) I.,       275 

Represented  in  the  Railway  Executive  Advisory  Committee  (Cuyler)_       308 

Sidings,  reasons  for  cancellation  of  authorization  for  (Kruttschnitt) 570 

Sisson.  Francis  H.,  corresjiondence  between,  and  Commissioner  McChord 

(Clark) 286 

Soldiers  and  sailors : 
Special  rates  to — 

Discharged  (McAdoo) 8 

When  on  fourlough  (McAdoo) 7 

Solution  of  railroad  problem  : 

May  be  reached  within  two  sessions  of  Congress  (Plumb) 1022 

Should  not  be  delayed    (Plumb) 1023 

Source  of  supply,  saving  to  consumer  by  using  coal  from  (Woolley) 391 

Southeast,  complication  of  rate  structure  in   (Cotterill) 1041 

Southern  Traffic  League,  (xovernment  control  caused  formation  of   (Cot- 
terill)      1049 

Southern  Wholesale  Grocers'  Association,  approval  of  private  control  bv 

(Cotterill) 1049-1050 

Sovereign  ijower  of  Federal  Government  over  State  corporations  (Thom)_       519 

Special  docket  of  the  commission  described  (Clark) 349 

Speculation  no  longer  possible  in  railroad  securities  (Thorn) 499 

Spur  tracks : 

Carriers    should    be    requireed    to    construct    bv    Fedei'al    tribunal 

(Clark) 233 

Should    be    built    to    industries    that    can    furnish    sufficient    traffic 

(Clark) 233 

Standard  return.     (See  also  Income.) 

Burden  upon  the  country  (Cowan) 1291 

Net  operating  income  le.ss  than  (McAdoo) 22-23 

Standardization  of  equipment.     (Sec  Equipment,  standardization  of.) 
State  and  Federal : 

Conflict  between  (Clark) 236,258,283 

Elimination  of  twilight  zone  of  jurisdiction  between  (Clark) 257,  353 

State  and  interstate : 

Power  of  commission   to   abate  discriminations  between   commerce 

(Clark) 353-354 

Road  operating  entirely  within  one  State  subject  to  safety-appliance 

act   (Clark) 355 

State     and     interstate     commerce,     difficultv     of     dividing     expenses 

(Bunn) ^___" 1131,  1135 

State  and  interstate  commissions,  coordination  of : 

Kruttschnitt 593 

Fulbright 682-685 

Warfield 793, 1148 

State  and  inter.state  rates.     (See  Rates.) 

State,  power  of,  to  prevent  the  doing  of  an  intrastate  business  by  a  corpo- 
ration Ihat  comes  lawfully  into  the  State  (Thorn) " 522 

State  authorities,  consolidation  of  terminal  facilities  should  be  passed 
upon  l)y    (I{!lmquist) 7.54 
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State  commerce.     {See  also  Intrastate  commerce.)  Page. 

Amendment  proposed  to  affect  (Bunn) 1128,1136 

State  commissioners,  are  the  "Minute  Men"  of  regulation  (Elmquist) 739 

State  commissions : 

Actions  brought  by,  for  purpose  of  testing  director  general's  power 

to  initiate  rates   (Elmquist) 742 

Authority    of   director    general    to    set    aside    rates    established    by 

(Clark) 283 

Authority  of,  should  not  be  interfeied  with  (Freer) 1189-1193 

Authority   of   Interstate   Commerce  Commission   to  cooperate  with, 

should  be  granted   (Freer) 1188 

Authority  exercised  in  the  past  should  be  retained  by  (Elmquist) 740 

Conflict  between  State  and  Federal  (Clark) 236.  258,  28:B 

Control  over,  by  Interstate  Commerce  Commission  (Clark) 358 

Cooperation  with   (McAdoo) 29' 

Cooperation  with  Interstate  Commerce  Counnis.sion    (Hines) 881 

Differences  of  opinion  between,  and  Interstate  Commerce  Commis- 
sion  (Clai-k) 358 

Duties  of  (Rea) s 1315 

Duties  of,  under  plan  for  Government  reegulation  (Cuyler) 313 

Exercises  a  police  power  in  fixing  rates  for  common  carriers  (Clark )_       283 

Federal  Government  made  powerless  by  reason  of  actions  of  (Rich) 707 

Informed  of  proposed  advances  or  changes  (Hines) 855-861 

Power  of,  over  rates,  upon  cessation  of  Government  control  (Hines) 887 

Power  to  make  State  rates  should  be  lodged  with  (Cowan) 1303 

Preservation  of  powers  (Thorne) 670-671 

?tate  changes,  williout  notice  to  (Bunn) 821-822 

Reasons  why  authority  over  intrastate  rates  should  be  retained  by 

(Elnuiuist) 1 747 

Reconniienchitions   of   Interstate   ('ommerce   Commission,    as   to    co- 
operation witli  (Elmquist) 747-748 

Regulatory  power  over  rates  should  be  restored    (Fulbright) 675 

Review    of    recrulations    of,    by    Interstate    Commerce    Commission 

(Cnark) 361 

Should  have  exclusive  Jurisdiction  over  intrastate  rates  (Elmquist)-       749 

Should  not  be  abolished   (Bunn) 1137 

Twilight     zone    between,     and     Interstate    Commerce     Commissiou 

(Clark) 257,353 

Utilization  of  services  of,  by  Fetleral  commission  (Clark) 358 

Weakness  in  (Tliom) 505 

State  corporations: 

Powers  of,  may  be  enlarged  by  Congress  (Thorn) 515 

Sovereign  power  of  Federal  Government  over  (Tlioni) 519 

State  Government,  reciuiremenls  with  which  roads  nuist  conqily   (Finn)_       782 

State  institutions,  power  of  Federal  Government  to  destroy   (Clark) 245 

State  laws: 

Applicabilitv  of,  upon  return  of  roads  to  private  conti-ol   ( McAdoo)  _  66-67. 

71-72,  83 

Government  control  mt.  suiwrior  to  (Hines) 973-974 

Provisions  of,  could  be  evaded  by  railroads  transferring  properties  to 

national   incorporation    (Thorn) 518 

State  rates.     (»SVr  Minnesota  State  Rates;  Rates.) 

State  regulatory  power,  siMit intent  in  most  States  is  for  extension  of.  over 

public-service  corporations    (Elin(iuist) 739 

State  rights,  resolution  adopted  by  National  Association  of  Railway  and 
Utilities  Commissioners  for  recognition  of  <jver  intrastate  rates  (Elm- 
quist)        744 

State  traffic : 

Percentage  of  revenue  derived  from  (Thorn) 49<) 

I'ercentage  of  volume   (Thorn) 496 

States : 

National  legislation  alfecting  railroads  prompted  by  experience  ob- 
tained in  (Elnuiuist) ~3'-^ 

Police  powers  of.  should  be  preserved  (Fulbright) 698 

Stations,  unification  as  an  economy  (McAdoo) 11 

Statistics,  railroad  credit   not  dependent  upon  a  table  of   (Thoni) 492 
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Stock :  •'1•~'•• 

Dc^cline  in  prices  of    (Woolley) 380 

Decline  in  prices  of,  following;  McAdoo's  tlireat  to  return  roads  to 

private  control    (Woolley) 381 

(Jreat  Northern  selling;  at  93   (Rich) 720 

Tnci-ease  in  value  of,  from  1910  t(/  1916  (Tliom) 489 

Market  quotations  of,  July  1,  1914;  April  7,  3917;  October  1,  1917; 
December  28,  1917;  November  12,  1918;  December  2.  3,  10,  and  27, 

1918    (Woolley) 379-40T 

Market  quotations  of,   not  an  accurate  guide  to  value  of  railroad 

property    (Clark) . 363 

Outstanding,  1906  compared  with  1916    (Clark) 250 

I'ennsyhania  Tlailroad  not  able  to  dispose  of  one  share  of,  for  5^ 

years    ( Thom ) 501 

Tower  of  Federal  Government  over,  of  State  corporation  (Clai'k) 245 

liailroads  should  not  be  allowed  to  issue,  to  stockholders  at  par  with- 
out some  restriction    (Rich) 730 

View  of  Mr.  Thom  in  regard  to  issuance  of,  before  Newlands  com- 
mittee   (Clark) 352 

Stockholders : 

Management  of  railroad  properties  by    (Amster) 1163-1164,1169,1171 

Of  New  Haven  seek  Goverrjuient  ownership,  thereby  redeeming  their 

stock  (Clark) 1 268 

liailroads  should  not  be  allowed  to  issue  their  stock  to,  at  par  with- 
out some  restrictions   (Rich) 730 

Stocks  and  bonds : 

Comparison  of  par  and  market  values  of,  for  years  1912,  1916,  1917, 

and  for  January.  1919  (Plumb) 1014 

Creation   of   regional  companies   and   absorption   of  existing    (War- 
field) 1140-1143 

Dec-rease  in  percentage  of  stocks,   while  increase  in   percentage  of 

bonds   (Thom) 490 

Issuance  of,  should  be  controlled  by  the  Government  (Finn) 784 

Manner  of  ascertaining  credit  of  (Thom) 501 

Strikes : 

Prevention  of  (Willard) 1252 

Right  of,  must  and  will  continue  ((iarretson) 1092 

Strikes  and  lockouts,  should  be  prohibited  (Fulbright) 598-697 

Suggestions  and  complaints,  organization  of  bureau,  under  Railroad  Ad- 
ministration (McAdoo) 10 

Suits : 

Director  General  as  party  defendant.    General  Order  No.  50(Hines)_871-S72 
Director  General's  Order  No.  18,  venue  in  suits  for  personal  Injuries 

and  other  claims  (Thorne) 633-634 

Venue  of.  General  Order  No.  IS  and  18A  (Hines) 867-870 

Supplies,  movement  of  essential  and  method  of  (McAdoo) 9 

Supreme  Court,  act  of  taking  property  without  compensation  determined 

unconstitutional  by    (Thom) 461 

Surplus,  statement  showing,  1915  to  1916  (Krutt.schnitt) 593,604-605 

Suspension  : 

Limitation  as  to  time  for.  must  be  provided  by  law  (Cuyler) 316 

Power  of,  should   be   restored  t(t   Interstate  Commerce  Commission 

(  Rich) 717.  738. 

Proposed  reduction  in  time  of  (Th(mi) ; 511 

Section  10  of  Federal  control  act  should  be  so  amended  as  to  pro- 
vide for,  of  rates  initiated  by  Director  General  (Elmquist) 741 

Time  of,  should  be  decreased  (Rich) 73S 

Switzerland  : 

"Abonnement "   tickets   and    regular   fares  and    qualitv    of    service 

(Todd) 1339' 

Cost  of  railways  to    (Todd) 1340^ 

Federal  ownership  of  roads  by,  and  how  acquired  (Todd) 1337 

Government   ownership   submitted    and    accepted   by    referendum    to 

yopular  vote  of  the  people  (Todd) 1339' 

Why  railroads  were  taken  under  Government  ownership  by  (Todd)__     1338: 

Systems,  construction  of  small,  without  regard  for  future  (Woolley) 395 

Tank  cars,  special  organizations  to  handle  (McAdoo) 11 

117900— 19— VOL.  1 113 


Lll  INDEX. 

Tariffs :  Page. 

Director  General's  manner  of  filing  (Clark) 466 

Is  the  law  regardless  of  what  understood  to  be  (Clark) 35() 

OfRcial  file  of,  necessary  for  each  regional  commission,  if  subdivision 

made    (Clark) gryi) 

Tax,  public  to  produce  guaranty  in  exercise  of  rate-making  power  (Cuy- 

ler) '__  328 

Tax  law,  ad  valorem,  contested  by  Michigan  roads  (Clark) 3t>8 

Taxation : 

Absorption  of  terminal  costs  in  line  haul  rates  is,  to  small  towns  and 

rural  comuumities  (Woolley) 38o 

Funds  for  Government  ownership  should  be  raised  l\v  (Marsh) 127."i 

Teal,  Joseph  N..  address  of.  on  the  future  cour.se  of  rate  making  (Wool- 
ley) 380 

Telephone  and  telegraph  companies.  United  States  only  nation  which  does 

not  own    (Todd) _! ; 133.'. 

Terminals : 

Common  use  of — 

Under  Federal  control   (Woolley) 392 

Under  regional  railroad  jilan   (Hines) 921 

Cost  of  handling  carload  freight  at  (Woolley) 393 

Crux  of  rail   transportation  problem   is   the  uneconomic  and  costly 

(Woolley) '_  .392 

Every  road  running  into  Omaha  has  joint  use  of  (Kruttsclniitt) .^89 

Investigation  should  he  conducted  to  ascertain  the  cost  of  (Woolley)-  397 

Joint  use  of.  effect  upon  cost  of  transportation  (Cuyler) 32ti 

Xo  objection    to  commission   having  power   to  require  joint  use  of 

(Krutt-schnitt) 589 

Ileasons  for  cancellation  of  authorization  of  (Kruttschnitt) 570 

Secretary  of  Transportation,  authority  to  require  use  of  (Cuyler) 337 

Southern  Pacific  Co.  assented  to  use  of  their  terminals  at  Oakland  by 

the   Atchison    (Kruttschnitt) 589 

Unification  of — 

McAdoo 11,  V2 

Warfield 811 

Hines 902 

Prince 1379 

Only  unification  neces.sary    (Cowan) 1292 

Should  be  continued  under  peace  conditions — 

McAdoo 15 

Kruttschnitt r)r)l 

I'lider  Federal  control  desired    (Fulbright)_ 693,  694 

I'tiliz.ition  of.  at  ports  in  order  to  i)revent  congesti<m   (Fulbright)_-  693 

Terminal  allowances,  basis  used  in  McGraham  scale  (Thorne) 610,  659 

Terminal   cliarges: 

Manner  of  assessinLC  under  iiroposed  plan   (Woolley) 400 

Proposed  method  of  reducing   (Woolley) 393 

Terminal  costs.  al)sorption  of.  in  line-liaul  rate  is  taxation  of  small  towns 

and  rural  connnunities  without  representation   (Woolley) 383 

Terminal  expenses,  same  regardless  of  length  of  haul  (Bunn) 1131 

Terminal    facilities: 

(^ncinnati,    Ohio    (McAdoo) 32-34 

Consolidations  of,  should  be  passed  upon  by  State  authorities  (Elm- 

quist) .J^l 

Co.st  of,  improving   (McAdoo) o  ~^'- 

Inadequacy  of  (McAdoo) ^V-' 

Inadeiiuacy  of.  denied   (Kruttschnitt) -i-^'; 

Joint,  not  "prohibited  by  anti-trust  law  (McAdoo) 4v; 

Lack  of  C(K)rdination  and  use  of  those  in  existence  (McAdoo) ^    4 

Liberal  use  of,  in  interest  of  proper  movement  of  commerce  (Clark)-  237 

Powers  of  regulating  tril)vnial   (Clark) —  -:|l 

Problem   of    (.McAdoo) si,\ 

Thorn,  Alfred  P..  statenuMit  of 4.s(^ 

Thorne,  Clifford,  statement  of •- ----,'-.~"T ^i""'  ' 

Tbrouuh  routes,  conuuission  should  have  authority  to  establish  where  less 

than^ entire  length  of  railroad  is  eml)raced  (Freer) H"^' 
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Ticket  offices :  Page. 
Consolidation  of,  should  be  continued  under  peace  conditions — 

McAdoo 15 

Kruttschnitt 561 

Legiality  of  combined,  under  private  control   (McAdoo) SiJ,  81 

Ties  and  rails,  number  used  11  months  1916,  1917,  and  1918  (Hines) 1528 

Time  tables,  maintenance  of  common,  should  be  continued  under  jieace 
conditions : 

McAdoo A 1 15 

Kruttschnitt 5G2 

Todd.  Hon.  Albert  M.,  statement  of 1326 

ToUjrate  system,  should  be  eliminated  (Finn) 784 

Ton-miles,  increased  under  Federal  control   (McAdoo) 14 

Tonnage : 

Earnings  of  road  determined  by  amount  of,  carried  (WooUey) 404 

(Jreater,  handled  under  private  unified  control  than  under  Govern- 
ment control   (Kruttschnitt) 559 

Handled  by  Southern  Pacific  Co.  in  1917  as  compared  with  24  months 

before   (Kruttschnitt) 573 

Increase  in,  due  to  war  activities  (McAdoo) 5 

Tons  carried,   per   ton  of  car  capacity   for   countries   of   the   world 

(Todd) 1341 

Tracks : 

Director  General's  Order  No.  15,  payment  for  (Thorne) 629-631 

Industrial — 

Method  of  determining  compensation  due  from  users  of  (Houck)_  1729 

Relationsliip  between  i-ailroads  and   (Houck) 1729 

Sufficiency  of  (McAdoo) 37 

Traflic: 

Chieflj*  inter.state  (Rea) 1313 

Large  percentage  of,  was  moved  by  dividend-paying  roads  (Thom) 487 

Supervision  of,  by  organizing  bureaus  of  competent  men  (Clark) 360 

Traffic  centers,  many  built  up  at  expense  of  otiiers  (Woolley)_. 421 

Traffic  n)en  stand  in  way  of  prompt  remedies  in  rate  changes  (Cowan) —  1290 

Trainload,  average,  increased  under  Federal  control  (McAdoo) 14 

.Train-mile : 

Decreased  under  Federal  control  (McAdoo)- 14 

Expense  for  year  1917  (Kruttschnitt) 563 

Train  .service : 

Duplication  of,  for  competitive  reasons  (McAdoo) 38 

Elimination  of.  unnecessary  (Kruttschnitt) 587 

Trains : 

Commission  no  power  over   (Clark) 359 

Consolidated  trains  of  export  freight  (McAdoo) 12 

Elimination  of  unnecessary,  reduces  cost  of  operation  (Kruttschnitt)-  597 

Supervision  of,  by  organizing  bureaus  of  competent  men  (Clark) 360 

Transit  privileges,  advantages  of  (Fulbright) 680 

Transportation : 

Conditions,  contrast  between  1916  and  1917  (^IcAdoo) 7 

Development  of,  at  a  third  stage  (Woolley) 421 

Efficiency  of  (Todd) 1341 

P^ssential  to  Army  and  Navy  (Thom) 506 

Future  of   (Elliott) 1259 

Government  should  furnish,  without  profit  (Garretson) 1088 

Governmental  function  (Finn) 786 

Governmental  obligation  to  provide  an  adequate  system  of  (Garret- 
son)  1087 

In  no  sense  a  private  bu.siness  (Garretson) 1087 

Present  system  should  be  preserved  (Elliott) 1255 

Problem,  success  of,  would  make  any  administration  most  popular 

( Tliom ) 529 

Problem  will  be  predominant  issue  at  presidential  election    (Wool- 
ley  ) - 404-405 

Reduction  of  capital  charge  necessary  to  produce  low  cost  of  (Garret- 
son ) 1089 
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Transportation — Continued.  Pagt. 
Service,  interruption  of.  will  not  be  tolerated  by  a  majority  of  the 

people  (Ricli) 730 

Should  be  on  a  cost  basis  (Garretson) 1061 

Stringency  through  failure  to  control  traffic  (McAdoo) 35-36 

Svsteni  coordinated  as  to  rail,  water,  electric,  traction,  and  highway 

'  (Elliott) 1255 

Tribunal,  railroad  men  would  be  satisfied  with  a  proper,  for  arbitration  of 

disputes  (Rich) 1 730 

Troops : 

Number  of,  moved  (Kruttschnitt) 556 

Nuiuber  moved.  January  1,  1916,  to  November  10,  1918,  method  pur- 
sued  and  equipment   used    (McAdoo) 7 

Twilight  zone,   elimination  of,  betw^een   State  and   Federal   jurisdiction 

(Clark)    236,  257,  353 

Undeveloped  territory,  Government  should  provide  means  for  extending 

new  roads  into  (Cowan) 1310 

Unification.     (See  also  Governm'ent  control.) 

Competition  between  rail   and   water  carriers  can  be  eliminated  in 

no  other  way  than  by  (Woolley) 391 

Corporate,  and  cooperation  with  other  carriers  (Rea) 1317 

Difficult  where  companies  are  numerous  (Hines) 932 

In  time  of  emergency   (Clark) 232 

Necessity  of  (Woolley) 383 

Need  for  fuither    (McAdoo) 79 

Of  operation,  regional  system  of  railroads   (Hines) 921 

Of  service  should  be  made  when  public  interest  demands   (Krutt- 
schnitt)      599 

Of  terminals    (Warfield) 811 

Only  unification  necessary    (Cowan) * 1292 

Under  peace  coudition.s  (Kruttschnitt) 561 

Plan  suggested  would  result  in  unification  of  entire  railroad  system 

(Clark)    254 

Railroad,  for  benefit  of  public  (Woolley) 403 

Solution  of  problem   (Anvster) 1177 

State  and  interstate  rate  making   (Fulbright) 682-685 

Stations  as  an  economy   (McAdoo) 11 

Unified  control.     (See  also  Governm-ent  control.) 

Destroys  competition  of  service    (Willard) —  1218 

Exigencies  for,  has  passed   (Rich) 717 

Extent  of  necessity    (Willard) 1227 

Unified  system  of  roads  inevitable  (Cuyler) 321 

Uniform  classification,  lime  lor  has  come  (Woolley) 402 

Uniform  standard  scales  of  distant'*!  class  rates,  resolution  adopted  by  Na- 
tional Association  of  Railway  and  Utilities  Commissioners  against  es- 
tablishment  of    (Elm(iuist) 741 

Uniformity,  necessity  for,  as  construed  by  the  court  (Clark) 348 

Union,  railway  employees  affiliated  with   (Garretson) 1052 

United  Kingdom.      (See  Great  Britain.) 
Universal  mileage  ticki'ts.     (Sec  Mileage  tickets.) 

ITtilities,  danger  of  public  operation  of  (Elmquist) 740 

Valuati(m : 

Basis  for  (JNfarsh) 1266 

Basis  suggested    (Ant-ster) 1164.1180-1181 

Capital  upon  which  return  nmst  be  provided  can  only  be  determined 

by    (Garretson)    1072 

Completion  of    (Clark) 364 

Completion  of  field  work  assured  within  next  three  or  four  years 

(WooUev)    394 

Cost  of  (Clark) 364 

Expense  of.  to  railroads  as  great  as  that  of  the  Government  (Clark) _  3W 
Five-year  period  advocated  by  Director  General  on  account  of  com- 
pletion of    (Clark) 1 361 

Has  got  to  be  fixed  by  court,  not  Congi'ess  (Garretson) 1075 

Investment  a  standaid  for  rate  returns  (Garretson) 1073 

Law  requires  ascertainment  of  reproduction  value  (Clark) 362 
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Valuation — Continued.                   .  Page. 
Necessity  for,  before  guarantee  of  return  can  be  (leterniined  (Garret- 
sou)    ' - lOG.j 

Ot  property — 

Completion  of  necessary  to  a  permanent  solution   (McAdoo) 42 

Necessity  for,  if  regional  corpcu-ations  created   (Hines) 955-9.")7 

•I'urpose  of,  should  be  to  determine  reasonable  rates  (Amster) 1164, 

1167, 1180 
(Questions  in  regard  to  Government  control  based  on  (Garretson) —  1072 
Railroads  assumed  to  have  physical,  of  from  seventeen  to  twenty 

billion  dollars   (Rich) 732 

To  l»e  kept  up  to  date  after  once  determined  (Clark) 362 

Valuation  adjustment  commission,  proposal  to  create   (Amster) 1164,1178 

"V'alue : 

Amount  of  book,  compared  with  outstanding  stock  and  funded  debt 

(Clark)    277 

Defined  b.v — 

.T.  E.  Cairnes   (Plunil)) 1009 

Mr.  Walker  in  his  Treatise  on  Political  Economy   (Plumb) 1009 

Good  will  of  carriers  one  of  the  elements  of  (Thom) 458 

Manner  of  determining  property   (Plumb) 1005 

No  importance  attaclied  to  market  value  of  roads  (Clark) 362 

Of  property — 

Not  to  be  fixed  by  Congress  but  to  be  determined  by  a  Government 

board   (Cuyler) 333 

Roads  are  entitled  to  a  fair  return  upon  (Rich) 722 

Of  roads — 

As  claimed  bv  the  railroads  themselves  (Clark) 276 

Fluctuate  (Clark) 363 

Aenue : 

Of  suits— 

For   personal    in.1uries   and    other    claims.      Director    General's 

Order  No.  IS  (Thorne) 633-634 

General  Order  No.  18  and  18-A   (Hines) 867-870 

Vessel  building,  removal  of  competition  between  water  and  rail  carriers 

will  create  new  field  for  investment  of  private  capital  in  (WooUey) 391 

Volume  of  traflic : 

Coal  approximates  50  per  cent  of  all  freiglit  moved  (Woolley) 391 

During  year   1916.   tremendous    (Thom) 489 

Effect  of  reorganization  of  industry  ujion    (Thom) 468 

Percentage  of  state  traffic  (Thom) 496 

Wage  board,  power  of  controlling  wages,  given  to  (Kruttschnitt) 577 

Wage  commission,  report  of  to  Director  general-— 1466-1544 

Wage  disputes,  plan  evolved  for  settlement  of  (Plumb) 998-999 

AVage  Regulatory  Board   (Rea) I 1377 

Wage  system,  fnults  of  present   (Garretson) 1092 

Wages : 

Amount  of  back  pay  (McAdoo) 99 

Board  of  conciliation  to  determine  (Warfield) 810-811 

Compared  with  increased  i-ates  (Willard) 1228 

Contemplated  increase  in,  and  effect  of  (Thorne) 665-666 

Continuation  of  existing  (Hines) 924 

Direct  relationship  between  wages  and  rates   (Clark) 235 

Discu.ssion  of  bart^  pay  made  to  railroad  employee.s  (Clark) 368 

Effect  of  increases- in,  upon  Negro  labor  of  the  South  (Cotterill) 1034 

Effect  of  reduf^titm  in  (Cuyler) 324 

Effect  of  return  to  private  ownership  upon — 

Cuyler    i- 320 

Plumb    992 

Coyle 1199-1200 

Em])loyees    did    not    receive    a    living    wage    under    private    control 

(Condon)    ^^ 138." 

-  Employees  should  be  adequately  compensated — 

Elmquist   '^^■^ 

Amster H^^ 
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Wages — Continued.                                                    ,  ^&ze. 
Estimtited  increase  iu  pay  roll  charged  to  operating  expenses,  due  to 
advance  in,  over  those  in  effect  December  31,  1917,  as  authorized  by 

General  Order  No.  27  (Hines) 1553 

Fall  of,  from  1890  to  1912,  M'hen  considered  on  basis  of  purchasing 

power   (Garretson) 1093 

General  Order  Xo.  27  of  Railroad  Administration  ( Hines )__ 1553-1614 

Given  basis,  will  foster  strong  and  hinder  weak  lines   (Hines) DOI 

Government  regulation  of — 

Kruttschnitt o6'.> 

Elliott 125() 

Higher  rates  of  pay,  not  the  cause  of  heavy  operating  costs  (Hines)  __  S9s 

Higher  in  the  United  States  than  other  countries  (Elliott) ■--: 1'2'A 

Important  factor  of  expense   (Willard) 1214 

Inadvisable  to  confer  upon  Interstate  Commerce  Commission  power 

to  fix   (Elmquist) 7.>'» 

Increases  in — 

Dependent  upon  increase  in  rates   (Wartield) 81o 

Effect  of.  upon  negro  labor  of  the  South   (Cotterill) K)34 

Express  rates  increased  to  meet    (McAdoo) 2^ 

General  discussion  of.  as  made  by  Dire<-tor  (ieneral  ( Clark )__  3(>S-36'.» 

Granted    (McAdoo) _1h 

Had  no  effect  upon  politics   (Finn) 757 

.Tustified : 

Fulbright (J94-G9:> 

Hines 904-!H«» 

Not  the  cause  of  lieavy  operating  costs  (Hines)___ _^    .S9>» 

Railroad  Administration  too  generous  in  disi)osaI  of  ( CotteriH->-=^-J!Jt^34 

Ijargest  item  of  expense  (Clark) 235 

Level  of,  under  present  ci>nditions  just  and  equitable   (IMumb) 1018 

Not  beyond  question  when  rates  are  under  consideration  (Thorn) —  514 

Plan  for   determining    ((iarretson) lOtU 

Power  to  fix,  should  not  be  vested  in  one  man  (Garretson) 1092 

Proposed  plan  for  Hxing   (Garretson) ]09<v 

Question  of — 

Must  be  faced  firmly  and  fearh'ssly  (Rich) 7::iO 

Si'ttlenicnt  of.  by  impartial  body  (Willard) 1207,1228,1251 

Should  be  Itrougbt   to  attention   of  the  conmiission    (Clark) —  239 

Railroad  emi)loyees  havf  l>een   inadequately  paiil    (Clark) 279 

Railroad,  as  compared  witli  (ttlier  industries   (Kruttschnitt) 5571 

Regional  l)oar(l  to  deal  with,  not  in  favor  of  (Willard) It!W 

Settlement  of — 

By  regional  commissions  (Warheld) 794.1148 

Disputes  concerning    (Eiliott) 1258> 

Should  be —  •'-• 

Adjudicated  by  Federal  l)ody   (Full)right) G95-698 

Regulated  by    the  same   governmental   agency   as  will   regulate 

revenues   (Kruttschnitt) 577 

Submitted    to    Interstate    Conunerce    Commission    after    being 

passed  on  l»y  secretary  of  transportation  (Kruttschnitt) 57S 

Should   not  be   decreased    (McAdoo) »>-5 

Standard  of — 

Great  problem  of  the  world   (Garretson) lO^iO 

Involves  distribution   of  profit    (Garretson) 109«> 

Will  not  l)e  reduced  if  5-year  period  is  continued  (Clark) 272 

War : 

Carrying  capacity  of  coastwise  vessels  destroyed  by   exigencies  of  _ 

(Thom) _" -i'i^ 

Conditions  resulting  from   (Elliott) l--»^ 

Extension    of   Government   control   justified   only   by    exigencies   of 

(Thorn)    : -^''-J 

Federal  control  aided  winning  of  (WooUey) ^  -lO-"' 

Increase  in  shipments  due  to,  brought  on  car  shortage  (Kruttschnitt) _  581 

Led  British  (Jovernnient  to  take  over  roads  (Clark) 232 

Nation's    success    in,    largely    dependent    upon    transportation    effi- 
ciency   (McAdoo) ^^»-  "^ 
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War — Continued.  Page. 

Transportation  system  inefficient  in  time  of,  luicler  private  owner- 

sliip   (WooUey) : 405 

A'ast  chaniies  have  been  created  in  world  affairs  by  (Thorn) 462 

War  Board,  iirogram  of,  for  future  purchase  of  equipment,  prior  to  Gov- 
ernment control    (Thom) 437 

War  bureaus,  disbanding  of,  with  signing  of  armistice  (Elmquist) 739 

War  Department,  amount  due  Railroad  Administration  for  transportation 

(Hines) 946-947 

War  expenses,  compensation  of  roads  should  be  considered  as  (Clark) 285 

War  measure : 

Government  control  accepted  as — • 

Thom 482 

Clark 466 

Taking  over  of  only  a  part  of  the  railroads  only  justified  as  a   (Gar- 

retson) 1071 

War  powers,  unwise  for  Congress  to  extend  over  a  period  of  peace  (Cot- 

terill) 1034 

Warburg,  Paul  M.,  address  by,  entitled  "  A  suggestion  of  the  Main  Princi- 
ples on  which  the  Solution  of  the  Railroad  Problem  should  be  Sought  " 1103 

Warfield,  S.  Davies,  statement  of 789, 1139 

Warrior  River,  vessels  purchased  to  develop  traffic  on  (McAdoo) 24 

Waste.     {See  also  Cross  hauling.) 

Competition  between  carriers  results  in  (Finn) 763 

Cross  hauliugs  cause  of  (Woolley) 391 

Wasteful  competition.     ( Sec  Competition. ) 

Wasteful  transportation  caused  by  unnecessary  competition  (Amster) 1168. 

1174, 1182 

Water  carriers,  rail  carriers  can  put,  out- of  business  at  will  (Woolley) 391 

Water  competition.     {See  also  Competition.) 

Carriers  should  not  be  allowed  to  reduce  rates  to  stifle  competition 

(Clark) 234 

Suppression  of,  by  rail  carriers  (Woolley) 390 

Water  craft  purchased  and  built  for  Railroad  Administration  (McAdoo) 23 

Water  routes,  utilization  of,  should  be  continued  under  peace  conditions : 

McAdoo 16 

Kruttschnitt 563 

Water  traffic,  coastwise,  during  Government  control  thrown  onto  railroads 

(Thom) 468 

Water  transportation : 

Development  of  should  be  encouraged  (Freer) 1188 

Duty  of  Government  to  provide  adequate  (Finn) 782 

Governmental  function  to  provide  necessary  facilities  for  (Finn) 782 

Would  cheapen  freight  rates  (Cowan) 1309 

Watered  stock  greatly  eliminated  (Amster) 1166 

W^aterways : 

Competition    under   private    control    hindrance    to    development    of 

(McAdoo) 24 

Inland — 

Development  of,  under  Government  control  (Hines) 898-899 

Should  be  developed — 

McAdoo 23 

Clark 234 

Intracoastal,  Philadelphia,  Pa.,  to  Beaufort,  N.  C.  (McAdoo) 26 

Rail-and-water  sy.stems  should  coordinate  (Elmquist) 7.55 

Various  lines   and   routes   operated   in   order    to   develop    traffic   on 

(McAdoo) 23-27 

Waybilling.  establishment  of  through,  should  be  continued  under  peace 
conditions — 

McAdoo 16 

Kruttschnitt 562 

Weak  lines : 

Advantages  to,  under  Government  control  (Woolley) 421 

Banking  interests  have  a  strangle  hold  upon  (Rich) 727 

Conditions  causing  (Woolley) 420 

Consolidation  with  strong  lines  (McAdoo) 62 
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Weak  lines — Continued.  Page. 

Effect  of  mileage  system  on  (WooUey) 428 

Given  basis  of  rates  and  wages  same  as  sti  >ng  lines  will  cause  public 

dissension    (Hines) 901 

Problem  of  financing,   without  giving  excessive   incomes   to   strong 

roads    (Ricli) 718 

Question     of    financing    upon     cessation     of     Government     control 

(Prince)    136T-13TS 

Rate  basis  for,  compared  with  strong  lines : 

Woollev   — —  420-429 

Salmon    1435 

Should  be  placed  under  Government  control  (Plumb) 1022 

Would    not    be    left    out    when    (iovernment    undertook    ownershii) 

(Clark)     27.-> 

Welfare,  centralization  of  railroad  power  in  hands  of  an  individual  a 

menace  to,  of  country   (Elmquist) 739-740 

Western   Association   of   Short   Line   Railroads,   letter  of,   to   Alfred   P. 

Thom  (Thorn) 431 

Willard,  Daniel,  statement  of 12(H 

Women,  conditions  of  working,  bettered  (McAdoo) 3S 

Woolley,  Robert  W. : 

Memorandum  expressing  views  of  (Clark) 23?< 

Statement   of S7^ 

Statement  prepared  Viy,  at  request  of  the  committee  in  support  of 

extension  of  Federal  control 1448-146« 

Zone  system,  express  companies  operated  under  (WooUey) 427 
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